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Offshore

THIS IS A SOLICITATION OF VOTES TO ACCEPT OR REJECT A JOINT PREPACKAGED
CHAPTER 11 PLAN OF REORGANIZATION OF HERCULES OFFSH ORE, INC. AND ITS DEBTOR
AFFILIATES. HERCULES OFFSHORE, INC. AND THE COMPANIES LISTED BE LOW HAVE NOT
FILED FOR RELIEF UNDER CHAPTER 11 OF THE BANKRUPTCY CODE, AND THIS DISCLOSURE
STATEMENT HAS NOT BEEN FILED WITH OR APPROVED BY TH E BANKRUPTCY COURT OR
THE SECURITIES AND EXCHANGE COMMISSION. IN THE EVE NT THAT THESE COMPANIES
FILE PETITIONS FOR RELIEF UNDER CHAPTER 11 OF THE B ANKRUPTCY CODE AND SEEK
CONFIRMATION OF THE JOINT PREPACKAGED PLAN OF REORG ANIZATION DESCRIBED
HEREIN, THIS DISCLOSURE STATEMENT WILL BE SUBMITTED TO THE BANKRUPTCY COURT
FOR APPROVAL.

SOLICITATION AND DISCLOSURE STATEMENT FOR THE
JOINT PREPACKAGED CHAPTER 11 PLAN OF REORGANIZATION OF

HERCULES OFFSHORE, INC., et al.}

From Holders of 7.375% Senior Notes due March 1, 2@ (CUSIP Nos. 74912EAH4 / US74912EAH45)
10.250% Senior Notes due April 1, 201@CUSIP Nos. 427093AE9 / U42714ABB)
8.75% Senior Notes due July 15, 2021 (CUSIP Nos. 4AB3AG4 [ U42714AD%
7.50% Senior Notes due October 1, 2021 (CUSIP Nekk7093AH2 / U42714AE2)
6.75% Senior Notes due April 1, 2022 (CUSIP Nos. 4293AJ8 / U42714AF9)and
3.375% Convertible Senior Notes due 2038 (CUSIP No$27093AD1 / US427093AD16)

THE DEADLINE TO ACCEPT OR REJECT THE PLAN IS 5:00 P .M., PREVAILING EASTERN TIME,
ON AUGUST 12, 2015, UNLESS EXTENDED.

FOR YOUR VOTE TO BE COUNTED, YOUR BALLOT MUST BE AC TUALLY RECEIVED BY PRIME

CLERK, THE VOTING AND CLAIMS AGENT, BEFORE THE VOTI NG DEADLINE AS DESCRIBED
HEREIN. HOLDERS OF SENIOR NOTES CLAIMS SHOULD REFE R TO THE BALLOTS ENCLOSED
FOR INSTRUCTIONS ON HOW TO VOTE ON THE PLAN OF REOR GANIZATION. PLEASE NOTE
THAT THE DESCRIPTION OF THE PLAN PROVIDED THROUGHOU T THIS DISCLOSURE
STATEMENT IS ONLY A SUMMARY PROVIDED FOR CONVENIENC E. IN THE CASE OF ANY
INCONSISTENCY BETWEEN THE SUMMARY OF THE PLAN IN TH IS DISCLOSURE STATEMENT
AND THE PLAN, THE PLAN WILL GOVERN. 2

The Debtors hereby solicit from Holders of 7.375&hi8r Notes due March 1, 2018; 10.250% Senior Ndtes
April 1, 2019; 8.75% Senior Notes due July 15, 202%0% Senior Notes due October 1, 2021; 6.75%08en
Notes due April 1, 2022; and 3.375% Convertiblei@eNotes due 2038, votes to accept or reject thiet@rs’ Plan
under chapter 11 of the Bankruptcy Code. A copthefPlan is attached heretoEasibit A .

! The debtors in the chapter 11 cases, along withesitdour digits of each Debtors’ federal tax itifcation number, are:
Cliffs Drilling Company (8934); Cliffs Drilling Tmidad L.L.C. (5205); FDT LLC (7581); FDT Holding4.C (4277); Hercules
Drilling Company, LLC (2771); Hercules Liftboat Cgany LLC (0791); Hercules Offshore, Inc. (2838)rtides Offshore
Services LLC (1670); Hercules Offshore Liftboat G@my LLC (5303); HERO Holdings, Inc. (5475); SD Ibng LLC (8190);
THE Offshore Drilling Company (4465); THE Onshordllihg Company (1072); TODCO Americas Inc. (0288jd TODCO
International Inc. (6326) (collectively, th®&btors”").

2Capitalized terms used but not otherwise definatiimDisclosure Statement will have the meanirgdath in the Plan.
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Emanuel C. Grillo (pro hac vice pending) Robert J. Dehney

Christopher Newcomb (pro hac vice pending) Matthew B. Harvey

BAKER BOTTS LLP Tamara K. Minott

30 Rockefeller Plaza MORRIS, NICHOLS, ARSHT & TUNNELL LLP
New York, New York 10112 1201 N. Market Street, 16th Floor

(212) 892-4000 Wilmington, Delaware 19801

(302) 658-9200
-and —
Proposed Co-Counsel to Debtors and Debtors in
James Prince Il (pro hac vice pending) Possession
C. Luckey McDowell (pro hac vice pending)
Meggie S. Gilstrap (pro hac vice pending)
BAKER BOTTS LLP
2001 Ross Avenue
Dallas, Texas 75201
(214) 953-6500

Proposed Co-Counsel to Debtors and Debtors in
Possession

Dated: July 13, 2015
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NOTICE TO EMPLOYEES, TRADE CREDITORS,
AND OTHER HOLDERS OF GENERAL UNSECURED CLAIMS

THE DEBTORS INTEND TO CONTINUE OPERATING THEIR BUSESSES IN CHAPTER 11 IN THE
ORDINARY COURSE OF BUSINESS AND TO SEEK TO OBTAINHE NECESSARY RELIEF FROM THE
COURT TO HONOR ITS OBLIGATIONS AND PAY ITS EMPLOYEE, TRADE CREDITORS, AND OTHER
GENERAL UNSECURED CLAIMS IN FULL AND IN ACCORDANCBENITH EXISTING BUSINESS TERMS.

DISCLAIMER

IMPORTANT INFORMATION FOR YOU TO READ

THE DEADLINE TO VOTE ON THE JOINT PREPACKAGED CHAPT ER 11 PLAN OF
HERCULES OFFSHORE, INC., ET AL. IS AUGUST 12, 2015AT 5:00 P.M. PREVAILING EASTERN
TIME.

FOR YOUR VOTE TO BE COUNTED, YOUR BALLOT MUST BE AC TUALLY
RECEIVED BY THE VOTING AND CLAIMS AGENT BEFORE THE VOTING DEADLINE AS
DESCRIBED HEREIN.

The information contained in this disclosure statamincluding the Exhibits annexed hereto

(collectively, the Disclosure Statemeri) is included herein for purposes of solicitingcaptances of the Joint
Prepackaged Chapter 11 Plan of Reorganization ofutes Offshore, Inc. and its Debtor Affiliates €tfPlan”)
and may not be relied upon for any purpose othan tio determine how to vote on the Plafhe Bankruptcy
Court has not approved the adequacy of the disclosel contained in this Disclosure Statement or the nis of
the Plan. No person is authorized by the Debtors in connaatith the Plan or the solicitation of acceptancgs
the Plan to give any information or to make anyespntation regarding this Disclosure Statemeth@Plan other
than as contained in this Disclosure Statementlamdxhibits annexed hereto, incorporated by refezer referred
to herein, and if given or made, such informatiomepresentation may not be relied upon as havémp lauthorized
by the Debtors.

The Disclosure Statement shall not be construelet@dvice on the tax, securities, financial,
business, or other legal effects of the Plan dsotders of Claims against, or Equity Intereststirg Debtors, the
Reorganized Debtors, or any other person. Eaadtehahould consult with its own legal, businessaficial, and
tax advisors with respect to any matters concerthigDisclosure Statement, the solicitation ofegoto accept the
Plan, the Plan, and the transactions contemplaezbl and thereby.

The Debtors urge the holders of Senior Notes Claimis Class 3, the only Class of Claims
entitled to vote on the Plan, to (1) read the enté Disclosure Statement and Plan carefully; (2) coiter all of
the information in this Disclosure Statement, inclaling, importantly, the risk factors described in Article XI
of this Disclosure Statement; and (3) consult witlyour own advisors with respect to reviewing this Diclosure
Statement, the Plan, and all documents that are athed to the Plan and Disclosure Statement before
deciding whether to vote to accept or reject the Bh. Plan summaries and statements made in this Digelosu
Statement are qualified in their entirety by refiee to the Plan and the Exhibits annexed to the Bfal this
Disclosure Statement. Please be advised, howthadrthe statements contained in this DisclosuateStent are
made as of the date hereof unless another timeeisfied herein, and holders of Claims reviewing fDisclosure
Statement should not infer at the time of suchawwihat there has not been any change in the iafiiomset forth
herein since the date hereof unless so specifiethe event of any conflict between the descriptions set forth in this
Disclosure Statement and the terms of the Plan, the terms of the Plan shall govern.

See the Risk Factors in Article Xl of the Disclosug Statement for certain risks that you
should carefully consider.

The financial information contained in or incorpiee by reference into this Disclosure Statement
has not been audited, except as specifically inelicatherwise. The Debtors’ management, in coasait with
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their advisors, has prepared the Financial Prajest{as defined below) attached hereto as Exhilsihd described
in this Disclosure Statement. The Debtors’ managendid not prepare the projections in accordandh w
Generally Accepted Accounting PrinciplesS®AP”) or International Financial Reporting Standartig-RS”) or
to comply with the rules and regulations of the S&Gny foreign regulatory authority. The finangeaojections,
while presented with numerical specificity, neceibgavere based on a variety of estimates and aptians that are
inherently uncertain and may be beyond the comtirthe Debtors’ management. Important factors thay affect
actual results and cause the management forecast® e achieved include, but are not limited rieks and
uncertainties relating to the Debtors’ businesseduding their ability to achieve strategic goadhjectives, and
targets over applicable periods), industry perfaroea the regulatory environment, general businadsegonomic
conditions and other factors. The Debtors cautfi@ no representations can be made as to theamgcaf these
projections or to their ultimate performance conagato the information contained in the forecastshat the
forecasted results will be achieved. Therefore,fthancial projections may not be relied upon agiarantee or
other assurance that the actual results will occur.

As to contested matters, existing litigation invoty, or possible litigation to be brought by, or
against, the Debtors, adversary proceedings, dml actions or threatened actions, this DiscloSisgement and
Plan shall not constitute, or be construed as,dmission of any fact or liability, a stipulationr a waiver, but
rather as a statement made without prejudice sdtel\settlement purposes in accordance with Fedeudé of
Evidence 408, with full reservation of rights, aisdnot to be used for any litigation purpose wheves by any
person, party, or entity.

The Board of Directors (or equivalent thereof, as pplicable) of each of the Debtors has
approved the Plan and recommends that the holdersf &enior Notes Claims (Class 3) vote to accept tidan.
The Plan has been negotiated with, and has the sump of, the Steering Group, an ad hoc group of halers of
Senior Notes that together hold in excess of 66 230f the aggregate principal amount of the Senior Mtes.
This Disclosure Statement, the Plan, and the accorapying documents have been extensively negotiatedthv
the legal and/or financial advisors to the SteeringGroup. The votes on the Plan are being soliciteth
accordance with the Restructuring Support Agreemendated as of June 17, 2015 (as may be amended from
time to time), which was executed by the Debtors dreach of the members of the Steering Group.

The Debtors intend to confirm the Plan and causeBfiective Date to occur promptly after
confirmation of the Plan. There can be no assedmaowever, as to when and whether confirmatioth@fPlan and
the Effective Date actually will occur. The confimtion and effectiveness of the Plan are subjeanaterial
conditions precedent. See Section VIIl.AGdnditions Precedent to Effectiveness There is no assurance that
these conditions will be satisfied or waived. Rwahares for distributions under the Plan are deedrimder Section
VII.F—" Distributions Under the Plan.” Distributions will be made only in compliancetivthese procedures.

If the Plan is confirmed by the Court and the Bifex Date occurs, all holders of Claims against,
and Equity Interests in, the Debtors (includingtheut limitation, those holders of Claims and Eguitterests that
do not submit ballots to accept or reject the Riathat are not entitled to vote on the Plan) wél bound by the
terms of the Plan and the transactions contemptatreby.

If the financial restructuring of the indebtednessmtemplated by the Plan is not approved and
consummated, there can be no assurance that thierBetill be able to effectuate an alternative meguring or
successfully emerge from its chapter 11 casestl@@ebtors may be forced into a liquidation uncleapter 7 of
the Bankruptcy Code or under the laws of other tiesr As reflected in the Liquidation Analysiss(defined
below),the Debtors believe that if operations are terminated and their assets are liquidated under chapter 7 of the
Bankruptcy Code or_otherwise, the value of the assets available for_payment to creditors and interest holders
would be significantly lower than the value of the distributions contemplated by and under the Plan.
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SPECIAL NOTICE REGARDING FEDERAL AND STATE SECURITI ES LAWS

As of the date of distribution, neither this Discl@ure Statement nor the Plan has been filed
with or reviewed by the Court, and neither this Diglosure Statement nor the Plan has been filed witthe
United States Securities and Exchange Commissiorhé “SEC”) or any state authority. The Plan has not
been approved or disapproved by the SEC or any statsecurities commission and neither the SEC nor any
state securities commission has passed upon the @@y or adequacy of this Disclosure Statement orhe
merits of the Plan. Any representation to the comary is a criminal offense.

This Disclosure Statement has been prepared pursuaimo section 1125 of the Bankruptcy
Code and Bankruptcy Rule 3016(b) (but has not yetden approved by the Court as complying with section
1125 of the Bankruptcy Code and Bankruptcy Rule 304(b)). The securities to be issued under the Plam or
after the Effective Date will not have been the sybct of a registration statement filed with the SECQunder the

Securities Act or any securities regulatory authoty of any state under any state securities laws (1lBe Sky
Laws”).

Prior to the filing of the chapter 11 cases, the Oeors will rely on the exemption provided by
section 4(a)(2) of the Securities Act of 1933, asnanded, and applicable exemptions from Blue Sky Lasv
After the commencement of the chapter 11 cases, thgebtors intend to rely on the exemption from the
Securities Act and Blue Sky Laws registration requiements provided by section 1145(a)(1) of the Banlptcy
Code to exempt the issuance of securities issueddam, or in connection with, the Plan.

Each holder of a Senior Notes Claim will be requird to certify on its ballot whether it is an
Accredited Investor or a Qualified Institutional Buyer. If a holder of Senior Notes Claims is not an
Accredited Investor or a Qualified Institutional Buyer, its vote will not be counted.

Neither the Solicitation nor this Disclosure Staterant constitutes an offer to sell or the
solicitation of an offer to buy securities in any &te or jurisdiction in which such offer or solicitation is not
authorized.

See the Risk Factors in Article XI of the Disclosug Statement for certain risks that you
should carefully consider.

This Disclosure Statement contains “forward-lookingstatements” within the meaning of the
Private Securities Litigation Reform Act of 1995. Such statements consist of any statement other tham
recitation of historical fact and can be identifiedby the use of forward-looking terminology such asmay,”
“will,” “should,” “could,” “intend,” “consider,” “e xpect,” “plan,” “anticipate,” “believe,” “predict,”
“estimate,” or “continue” or the negative thereof a other variations thereon or comparable terminolog.
You are cautioned that all forward-looking statemets involve risks and uncertainties that could causactual
events or results to differ materially from those eferred to in such forward-looking statements. Imprtant
factors that could cause or contribute to such difrences include those in Article V: “Certain Risk Fctors to
be Considered,” generally and in particular “Additional Factors to be Considered--Forward-Looking
Statements are not Assured, and Actual Results Mayary.” The Liquidation Analysis set forth in Exhib it E,
distribution projections and other information contained herein and annexed hereto are estimates onlgnd
the timing and amount of actual distributions to Hdders of Allowed Claims and Allowed Equity Interess
may be affected by many factors that cannot be précted. Any analyses, estimates or recovery projeons
may or may not turn out to be accurate.
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QUESTIONS AND ADDITIONAL INFORMATION

If you would like to obtain copies of this Discloste Statement, the Plan, or any of the
documents attached hereto or referenced herein, af you have questions about the solicitation and \ting
process or these Chapter 11 Cases generally, pleasentact Prime Clerk, LLC (the “Voting and Claims
Agent” or “Prime_Clerk”), by (i) calling 844-241-2770 (Toll Free) or 929-342-0757 (International),
(ii) emailing herculesballots@primeclerk.com, or (i) visiting cases.primeclerk.com/hercules.

HERO files annual, quarterly, and other reports, proxy and information statements and
other information with the SEC. You may read and opy any document HERO files at the SEC’s Public
Reference Room at 100 F Street, N.E., Washington,©. 20549. Please call the SEC at 1-800-SEC-0380 f
information regarding the Public Reference Room andits copying charges. You can also find Company
fiings on the SEC's website at http://www.sec.gov and on HERO’s website at
http://www.herculesoffshore.com. Information contaned on HERQO’s website, except for the SEC filings
referred to below, is not a part of, and shall notbe deemed to be incorporated by reference into, thi
Disclosure Statement.

By “incorporating by reference” the information HER O has filed with the SEC, HERO is
disclosing information to you by referring you to those documents without actually including the spefit
information in this Disclosure Statement. The infomation incorporated by reference is an important pat of
this Disclosure Statement, and information that HERO files later with the SEC will automatically update and
may replace this information and information previously filed with the SEC. Any statement contained irthe
filings (or portions of filings) incorporated by reference into this Disclosure Statement will be deesd to be
modified or superseded for purposes of this Disclose Statement to the extent that a statement contagd in
this Disclosure Statement or in any filing by HEROwith the SEC prior to the completion of this soliciation
modifies, conflicts with, or supersedes such statemt.

HERO also incorporates by reference into this Disdsure Statement any future filings made
with the SEC under sections 13(a), 13(c), 14 or Ij(of the Securities Exchange Act of 1934, as amest]
other than information furnished to the SEC under tems 2.02 or 7.01, or the exhibits related theretonder
ltem 9.01, of Form 8-K, which information is not demed filed under the Exchange Act and is not
incorporated by reference into this Disclosure Stament.
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l. INTRODUCTION AND EXECUTIVE SUMMARY

Hercules Offshore, Inc., a Delaware corporatiddERO”) and certain of its direct and indirect
subsidiaries (theDebtor Subsidiaries”) which intend to become chapter 11 debtors agtutars in possession (the
“Debtors”) in chapter 11 cases to be filed (th@Hapter 11 Casey, submit this Disclosure Statement pursuant to
section 1126 of title 11 of the United States Citie “Bankruptcy Code”) for use in the solicitation of votes on
the Plan. A copy of the Plan is annexedeahibit A to this Disclosure StatemenCapitalized terms used but
not otherwise defined herein have the meanings asbed to such terms in the Plan.For the avoidance of doubt,
the Debtors’ foreign direct and indirect subsidiarare not presently contemplated to be debtattseitChapter 11
Cases.

HERO provides shallow-water drilling and marinevéezs to the oil and natural gas exploration
and production industry globally through its Done$2ffshore, International Offshore and Internasibhiftboats
segments (as discussed further below). At June2B35, the Debtors and their Non-Debtor Subsidsarie
(collectively, ‘Hercules' or the “Company’) operated a fleet of 27 jackup rigs, includingeomig under
construction, and 24 liftboat vessels. Herculasese fleet is capable of providing services sashoil and gas
exploration and development drilling, well servicglatform inspection, maintenance and decommiss@ni
operations in several key shallow-water provinaesiad the world.

The purpose of this Disclosure Statement is to igeinformation of a kind, and in sufficient
detail, to enable creditors of the Debtors thateatiled to vote on the Plan to make informed siecis on whether
to vote to accept or reject the Plan. This DiastesStatement sets forth certain information reigagrthe Debtors’
prepetition operating and financial history, thebdes’ need to seek chapter 11 protection, sigmificevents that
are expected to occur during the Chapter 11 Cases,the Debtors’ anticipated organization, openaticand
liquidity upon successful emergence from chapteprbtection.

The Plan and this Disclosure Statement are theltre§wextensive and vigorous negotiations
among the Debtors and the Steering Group, whi@niad hoc group of holders of Senior Notes thdectively
hold in excess of 66 2/3% of the Senior Notes. Thknination of such negotiations was the entry itite
Restructuring Support Agreement (as may be amerfdeth time to time, the Restructuring Support
Adgreement’), a copy of which is attached heretoEachibit B. The Restructuring Support Agreement sets fdngh t
material terms and conditions of the restructuripgovided for in the Plan and described herein (the
“Restructuring”). As described in more detail below, the Plan sultistiyhdeleverages the Debtors’ balance sheet
by converting approximately $1.2 billion of debtden the Senior Notes into 96.9% of the equity irofganized
HERO. As part of the overall settlement embodiedhe Restructuring Support Agreement and the Riam,
holders of Senior Notes are voluntarily forgoingithright to part of the distributions under thafthat they are
otherwise entitled to receive so that the Debtans @) pay in full allowed general unsecured claimisch as the
claims of suppliers and vendors, in the ordinaryree according to existing business terms ang¥ayide a pro
rata distribution of a portion of the New HERO CoomfStock and the New HERO Warrants to holders oRBE
Equity Interests in exchange for the surrenderaoicellation of their Equity Interests.

The key components of the Plan are as follows:

e Holders of Allowed General Unsecured Claims, inglgdAllowed Claims of trade vendors,
suppliers, and customers, will not be affected Iy filing of the Chapter 11 Cases and,
subject to Court approval, are anticipated to dd pafull in the ordinary course of business
during the pendency of the Chapter 11 Cases ostegad and left unimpaired under the Plan
in accordance with their terms as part of the dvecanpromise embodied in the Plan.

* Payment in full, in cash, of all Allowed Administige Claims, Fee Claims, Priority Tax
Claims, statutory fees, Other Priority Claims, &ttier Secured Claims.

» Holders of Allowed Senior Notes Claims will receieir Pro Rata share of 96.9% on a fully
diluted basis (subject only to the New HERO Warsaahd the New HERO Management
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Incentive Program Equity) of the New HERO Commoac&toutstanding as of the Effective
Date.

* In addition, each holder of an Allowed Senior Nof#aim that is an Eligible Noteholder shall
have the opportunity to participate, on a Pro Rsais, in the First Lien Exit Facility in
accordance with the terms and conditions set farthe First Lien Exit Facility Subscription
Procedures during the period from the Petition Ohteugh the date of the Confirmation
Hearing.

» HERO Equity Interests shall be cancelled and diggthand shall be of no further force or
effect, whether surrendered for cancellation oreotlise, and holders of HERO Equity
Interests shall not receive or retain any propertger the Plan on account of such HERO
Equity Interests; provided, however, that on thée&fve Date, holders of HERO Equity
Interests shall receive, in exchange for the sdeemr cancellation of their HERO Equity
Interests and for the releases by such holderseoReleased Parties, their Pro Rata share of
(1) 3.1% of the New HERO Common Stock on a fullpiid basis (subject only to the New
HERO Warrants and the Management Incentive Prodeguity) and (2) the New HERO
Warrants;_provided, further, that holders of HERQuiEy Interests that opt not to grant the
voluntary releases contained in the Plan shalbeogntitled to receive their Pro Rata share of
such New HERO Common Stock and the New HERO Waeasrand shall not receive any
consideration in exchange for the surrender oralaton of their HERO Equity Interests.

» Entry into the new $450 million First Lien Exit Rbiy, which will be used (i) to pay for the
construction and purchase of tHercules Highlander, a newbuild jackup rig that is expected
to be delivered in April 2016, (ii) to pay all rastturing fees and costs and other payments
required under the Plan, and (iii) for working ¢apand general corporate purposes on and
after the Effective Date.

The Debtors and the other parties to the RestrinmgfuSupport Agreement believe that the
restructuring contemplated by the Plan is in the&t beterests of all stakeholders because it (i)eagls a substantial
deleveraging of the Debtors’ balance sheet thratmisensus with the overwhelming majority of thedeod of
Senior Notes, (ii) provides for a reduction of appmately $50 million of the Debtors’ pre-Restruthg annual
interest burden on previously funded debt, (iigypdes $450 million of new financing in the formthie First Lien
Exit Facility, and (iv) eliminates potential detenétion of value—and disruptions to worldwide opienres—that
could otherwise result from protracted and contergtibankruptcy cases. Importantly, the Debtorslavoot be
able to implement the conversion of debt-to-equitptemplated by the Plan without the support of $teering
Group. In sum, the Plan embodies a global settiéme part of an expeditious and consensual résting. This
avoids potential litigation that could decreaseugafor all stakeholders and delay (and possiblyaitjethe
restructuring process. The significant supportamietd by the Debtors pursuant to the RestructuSngport
Agreement provides a fair and reasonable pathrfax@editious consummation of the Plan and thegpvation of
Hercules’ ordinary course of business.

As of the Effective Date, Reorganized HERO will deeporting company under the Securities
Exchange Act of 1934, as amended. As of July 1352 HERO common stock was listed for trading ore Th
Nasdaq Global Select MarketNASDAQ") under the ticker “HERO.” In March 2015, HEROcetved a letter
from NASDAQ informing HERO that its common stock svaelow the minimum bid price requirement for
continued listing on NASDAQ. Hercules expects tlistcommon stock will become delisted from tradiog
NASDAQ following the Petition Date and will then beded on the OTC Pink market. Reorganized HERID w
use reasonable efforts to cause the listing on NAQDof the New HERO Common Stock on or as soon as
reasonably practicable after the Effective Date.

Additionally, as described in Section VII.LE herein,the Plan provides for certain releases of
Claims _against, among others, the Debtors, the Remanized Debtors, the Non-Debtor Subsidiaries, the
parties to the Restructuring Support Agreement, theSenior Notes Indenture Trustees, and each of their
professionals, employees, officers, and directord8ecause holders of HERO Equity Interests are suksstially
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out of the money under absolute priority principles the Plan further provides that any holder of HERO
Equity Interests that opts not to grant the voluntay releases contained in the Plan shall not receivihe New
HERO Equity Interests and New HERO Warrants that it would otherwise be entitled to receive under the
Plan and shall not receive any distribution whatsoeer under the Plan.

FOR A COMPLETE UNDERSTANDING OF THE PLAN, YOU SHOWL READ THIS
DISCLOSURE STATEMENT, THE PLAN, AND THE EXHIBITS THRETO IN THEIR ENTIRETY. IF ANY
INCONSISTENCY EXISTS BETWEEN THE PLAN AND THIS DIS@SURE STATEMENT, THE TERMS OF
THE PLAN ARE CONTROLLING. ALL EXHIBITS TO THIS DISCOSURE STATEMENT ARE
INCORPORATED INTO AND ARE A PART OF THIS DISCLOSURETATEMENT AS IF SET FORTH IN
FULL HEREIN.

THE DEBTORS HAVE NOT YET COMMENCED BANKRUPTCY CASES UNDER
CHAPTER 11 OF THE BANKRUPTCY CODE. THE DEBTORS EXPECT TO FILE THEIR
BANKRUPTCY CASES AFTER THEY SOLICIT THE VOTES OF TH E IMPAIRED CLASS OF CLAIMS
ENTITLED TO VOTE ON THE PLAN .

BECAUSE NO BANKRUPTCY CASES HAVE YET BEEN COMMENCED THIS
DISCLOSURE STATEMENT HAS NOT YET BEEN APPROVED BYNY COURT WITH RESPECT TO
WHETHER IT CONTAINS ADEQUATE INFORMATION WITHIN THEMEANING OF SECTION 1125(a) OF
THE BANKRUPTCY CODE. NONETHELESS, ONCE THE CHAPTER CASES ARE COMMENCED, THE
DEBTORS EXPECT TO PROMPTLY SEEK ENTRY OF AN ORDERFOHE COURT APPROVING THIS
DISCLOSURE STATEMENT PURSUANT TO SECTION 1125 OF EHBANKRUPTCY CODE AND
DETERMINING THAT THE SOLICITATION OF VOTES ON THE BAN BY MEANS OF THIS
DISCLOSURE STATEMENT WAS IN COMPLIANCE WITH SECTION125(a) OF THE BANKRUPTCY
CODE.

Each holder of a Claim entitled to vote on the Pdaould read this Disclosure Statement, the
Plan, and the instructions accompanying the Ballotheir entirety before voting on the Plan. Tde®cuments
contain, among other things, important informatimmcerning the classification of Claims for votipgrposes and
the tabulation of votes. The statements containetis Disclosure Statement are made only as efddite hereof
unless otherwise specified, and there can be noas= that the statements contained herein witldoeect at any
time hereafter.

All creditors should also carefully read Article XI of this Disclosure Statement—"Certain
Risk Factors to be Considered”—before voting to a@pt or reject the Plan.

THE DEBTORS BELIEVE THAT IMPLEMENTATION OF THE PLANIS IN THE BEST
INTERESTS OF THE DEBTORS, THEIR ESTATES, AND ALL B8KEHOLDERS. FOR ALL OF THE
REASONS DESCRIBED IN THIS DISCLOSURE STATEMENT, THEEBTORS URGE YOU TO RETURN
YOUR BALLOT ACCEPTING THE PLAN BY THE VOTING DEADLNE (l.E., THE DATE BY WHICH
YOUR BALLOT MUST BE ACTUALLY RECEIVED ), WHICH IS AUGUST 12, 2015 AT 5:00 P.M.
(PREVAILING EASTERN TIME ).

Il SUMMARY OF THE CLASSIFICATION AND TREATMENT OF CLAI MS AND EQUITY
INTERESTS UNDER THE PLAN

The Plan establishes a comprehensive classificatioiClaims and Equity Interests. The
following table summarizes the classification aneatment of Claims and Equity Interests againsh daebtor
under the Plan and the estimated distributionsetadreived by the holders of Allowed Claims undexr Plan
thereunder. Amounts assumed for purposes of geglaecoveries are estimates only; actual recovedeeived
under the Plan may differ materially from the potgal recoveries.

% In accordance with section 1123(a)(1) of the Baptayi Code, the Plan does not classify Administeatlaims, Priority

Tax Claims, U.S. Trustee Fees and Fee Claims.
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The summaries in this table are qualified in theitirety by the description of the treatment of
such Claims in Article 11l of the Plan. All claimend interests against a particular Debtor areeplac classes for
each of the Debtors (as designated by subclassksoagh o for each of the 15 Debtors). Specificadluch
subclasses represent Claims against and Equityebtgein the Debtors as follows: Cliffs Drilling @pany
(subclass a); Cliffs Drilling Trinidad LLC (subck®); FDT LLC (subclass c); FDT Holdings LLC (suss d);
Hercules Drilling Company LLC (subclass e); Hersulgtboat Company LLC (subclass f); Hercules Oéiis Inc.
(subclass g); Hercules Offshore Services LLC (sagxch); Hercules Offshore Liftboat Company LLC (dabs i);
HERO Holdings, Inc. (subclass j); SD Drilling LLGubclass k); THE Offshore Drilling Company (subsld)s
THE Onshore Drilling Company (subclass m); TODCOe&kitas, Inc. (subclass n); and TODCO Internatiolmal,
(subclass o).

Class Claim or Treatment of Allowed Claims Voting Rights ProjectedPlan
Interest Recovery
1 Other Priority Except to the extent that a holder of an AllowetiédtPriority Unimpaired / 100%
Claims Claim and the Debtors (with the consent of the 18ige Deemed to
Group) agree in writing to less favorable treatméntull and Accept

final satisfaction, settlement, release, and digghaf, and in
exchange for, each Allowed Other Priority Claim¢ledolder
of an Allowed Other Priority Claim shall receivg fiayment
in Cash in an amount equal to such Allowed OtheorRy

Claim as soon as practicable after the later ofi@)Effective
Date and (b) thirty (30) days after the date whechsOther
Priority Claim becomes an Allowed Other Prioritya®h or
(i) such other treatment, as determined by thet@sb(with
the consent of the Steering Group), that will rende
Unimpaired pursuant to section 1124 of the Bankiytode.

2 Other Secured Except to the extent that a holder of an Alloweti@tSecured  Unimpaired / 100%
Claims Claim and the Debtors (with the consent of the 18ige Deemed to
Group) agree in writing to less favorable treatménfull and Accept

final satisfaction, settlement, release and digghaf and in
exchange for such Other Secured Claim, each hafiem
Allowed Other Secured Claim shall, as determined thoy
Debtors (with the consent of the Steering Grougggeive (i)
Cash in an amount equal to such Allowed Other Secur
Claim, including any interest on such Allowed OtlS&cured
Claim, if such interest is required to be paid parg to
sections 506(b) and/or 1129(a)(9) of the Bankruftogle, as
soon as practicable after the later of (a) thedfffe Date, and
(b) thirty (30) days after the date such Other &stiClaim
becomes an Allowed Other Secured Claim, (ii) thélaBeral
securing its Allowed Other Secured Claim as soon as
practicable after the later of (a) the Effectivet®and (b)
thirty (30) days after the date such Other Secutéaim
becomes an Allowed Other Secured Claim, or (iighsother
treatment, as determined by the Debtors (with thesent of
the Steering Group), that will render it Unimpaimarsuant to
section 1124 of the Bankruptcy Code.

3 Senior Notes Except to the extent that a holder of an AlloweaiSeNotes Impaired / 419
Claims Claim and the Debtors (with the consent of the i8ige Entitled to Vote
Group) agree in writing to less favorable treatméntull and
final satisfaction, settlement, release, and digghaf, and in
exchange for, each Senior Notes Claim, on or as s®
practicable after the Effective Date, each holdearpAllowed
Senior Notes Claim shall receive its Pro Rata sludréhe

For the avoidance of doubt, the projected regof@rholders of Senior Notes Claims does not idelany recovery
attributable to the right of holders of Senior No@&aims who are Eligible Noteholders to particgpiat the First Lien Exit
Facility.
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Senior Notes Equity Distribution.

In addition to the foregoing, each holder of anoléd Senior
Notes Claim that is an Eligible Noteholder shalvéahe
opportunity to participate, on a Pro Rata basishéFirst Lien
Exit Facility in accordance with the terms and dtinds set
forth in the First Lien Exit Facility SubscriptioRrocedures
during the period from the Petition Date througk thate of
the Confirmation Hearing. The opportunity to peigate in
the First Lien Exit Facility does not constituteliatribution to
the holders of Allowed Senior Notes Claims on actoof

their Claims.
4 General In full and final satisfaction, settlement, releaaed discharge  Unimpaired / 100%
Unsecured of, and in exchange for, each Allowed General Unsst Deemed to
Claims Claim, on the Effective Date, each holder of anoaid Accept

General Unsecured Claim shall, at the discretion thof
Debtors (with the consent of the Steering Groupyl anly to
the extent such holder's Allowed General Unsecu@dgim
was not previously paid in the ordinary course oibess,
pursuant to an order of the Court, or otherwisg:héve its
Allowed General Unsecured Claim Reinstated as digaiton
of the applicable Reorganized Debtor, and be pad i
accordance with ordinary course terms, (ii) recaiveh other
treatment as may be agreed between such holderthend
Debtors (with the consent of the Steering Group)(ioy
receive such other treatment, as determined byDigtors
(with the consent of the Steering Group), that wd@hder it
Unimpaired pursuant to section 1124 of the Banlay@ode.
Payment of an Allowed General Unsecured Claim kgesi to
the rights of the Debtors, Reorganized Debtorsmyr ather
party in interest to dispute such Claim as if theafter 11
Cases had not been commenced in accordance wilicadpe
nonbankruptcy law.

5 Intercompany In full and final satisfaction, settlement, releamed discharge ~ Unimpaired / 100%
Claims of, and in exchange for, each Allowed Intercomp@igim, on Deemed to
the Effective Date, each Intercompany Claim shad Accept

Reinstated. On and after the Effective Date, teerBanized
Debtors and the Non-Debtor Subsidiaries will benptted to
transfer funds between and among themselves as

determine to be necessary or appropriate to enéixde
Reorganized Debtors to satisfy their obligationslemthe
Plan. Except as set forth herein, any changestéoscompany
account balances resulting from such transfers il

accounted for and settled in accordance with thietébs’ and
the Non-Debtor Subsidiaries’ historical intercompatcount
settlement practices.

6 Intercompany On the Effective Date, Intercompany Interests shadl Unimpaired / 100%
Interests Reinstated. Deemed to
Accept

At May 31, 2015, the Company’s accounts payableapgsoximately $52 million on a consolidated bagike Company’s

accounts payable balances fluctuate from monthaistindepending upon business activity and otheorfac The Debtors
estimate Class 4 General Unsecured Claims in tigeraf approximately $40 million.
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7 HERO Equity On the Effective Date, HERO Equity Interests shiad Impaired / 0%’
Interests cancelled and discharged and shall be of no furinee or Deemed to Rejec

effect, whether surrendered for cancellation oentlise, and
holders of HERO Equity Interests shall not receiveretain
any property under the Plan on account of such HERGty
Interests. Notwithstanding the foregoing, on orsasn as
practicable after the Effective Date, holders ofREE Equity
Interests shall receive, in exchange for the sdeenor
cancellation of their HERO Equity Interests and five
releases by such holders of the Released Patt@sPro Rata
share of (1) the Shareholder Equity Distributiord g8) the
New HERO Warrants; provided, however, that any éoluf a
HERO Equity Interest that opts not to grant theuuntdry
releases contained in Article VII.F of the Plan Icimat be
entitled to receive its Pro Rata share of the Stwdder Equity
Distribution and the New HERO Warrants and shalt
receive any consideration in exchange for the sdee or
cancellation of its HERO Equity Interests or angtidbution
whatsoever under the Plan; and provided, furthéat,
notwithstanding Article VIII.B.8, the Debtors (withthe
consent of the Steering Group) may provide any drotif a
HERO Equity Interest that would otherwise be estditlto
receive a distribution of less than one (1) shdréhe New
HERO Common Stock under Article [l1.D.7.(b) of tirdan
with a distribution of one (1) share of New HEROn@unon
Stock.

[l VOTING PROCEDURES AND REQUIREMENTS

A. Classes Entitled to Vote on the Plan

The following Class is the only Class entitled twtesrto accept or reject the Plan (théoting
Class)):

Class Claim or Interest Status
3 Senior Note Claims Impairéd

If your Claim or Equity Interest is not includedtime Voting Class, you are not entitled to vote. |
your Claim is included in the Voting Class, you shbread your ballot and carefully follow the insgttions
included in the ballot. Please use only the baliat accompanies the Disclosure Statement or @liettihat the
Debtors, or the Voting and Claims Agent on beh&the Debtors, otherwise provided to you.

B. Votes Required for Acceptance by a Class

Under the Bankruptcy Code, acceptance of a plameofganization by a class of claims or
interests is determined by calculating the amoudi & a class of claims, the number, of claims amerests voting
to accept, as a percentage of the allowed claintgterests, as applicable, that have voted. Aecegt by a class of
claims requires an affirmative vote of (i) at leasb-thirds in dollar amount of the total allowekhims that have
voted and (ii) more than one-half in number of thial allowed claims that have voteour vote on the Plan is
important. The Bankruptcy Code requires as a conditiorottfiamation of a plan of reorganization that eatdss

As discussed above, holders of Class 7 Equirésts will receive no distribution on accounttedit HERO
Equity Interests, provided, however, that such éddhat do not opt out of the Releases contaimédticle
VII of the Plan shall receive their Pro Rata shafré) 3.1% of the New HERO Common Stock, and t(ig
New HERO Warrants.

Eligible Noteholders are entitled to vote to accept or tdfezPlan. Any votes cast by Non-Eligible
Noteholders will not be counted.
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that is impaired and entitled to vote under a plates to accept such plan, unless the plan is lmn§rmed under
the “cram down” provisions of section 1129(b) of BBankruptcy Code.

C. Certain Factors To Be Considered Prior to Voting

There are a variety of factors that all holder€&ims entitled to vote on the Plan should consider
prior to voting to accept or reject the Plan. Thisctors may impact recoveries under the Plarirasidde:

» unless otherwise specifically indicated, the firahmformation contained in the Disclosure
Statement has not been audited and is based amadysia of data available at the time of the
preparation of the Plan and the Disclosure Statémen

» although the Debtors believe that the Plan comphligh all applicable provisions of the
Bankruptcy Code, the Debtors can neither assurk sampliance nor that the Bankruptcy
Court will confirm the Plan;

» the Debtors may request Confirmation without theeptance of all Impaired Classes in
accordance with section 1129(b) of the Bankruptoges and

e any delays of either Confirmation or Consummatiauld result in, among other things,
increased Administrative Claims and Fee Claims.

While these factors could affect distributions &afale to holders of Allowed Claims under the
Plan, the occurrence or impact of such factors matl necessarily affect the validity of the votetloé VVoting Class
or necessarily require a re-solicitation of theegoof holders of Claims in such Voting Class.

For a discussion of certain risk factors, please fer to ARTICLE Xl, entitled “ Certain Risk
Factorsto Be Considered,” of this Disclosure Statement.

D. Classes Not Entitled To Vote on the Plan

Under the Bankruptcy Code, holders of claims andrasts are not entitled to vote if their
contractual rights are unimpaired by the propodad pr if they will receive no property under th@posed plan on
account of their claims or interests, as applicabteare otherwise deemed to reject. As holdeddERRO Equity
Interests are not entitled to receive any distidng on account of the valuation of the Debtors,thtes of holders
of HERO Equity Interests will not be solicited asdch holders will be deemed to reject. In addjtibecause
holders of HERO Equity Interests are substantially of the money under absolute priority principleslders of
HERO Equity Interests that opt not to grant theasks contained in Article VIl of the Plan shalt receive the
New HERO Equity Interests and New HERO Warrants they would otherwise be entitled to receive uniher
Plan and shall not receive any distribution whatso@nder the Plan. Accordingly, the following §das of Claims
and Equity Interests are not entitled to vote twegt or reject the Plan:

Class  Claim or Interest Status Voting Rights
1 Other Priority Claims Unimpaired Deemed to Adcep
2 Other Secured Claims Unimpaired Deemed to Accept
4 General Unsecured Claims Unimpaired Deemed tepicc
5 Intercompany Claims Unimpaired Deemed to Accept
6 Intercompany Interests Unimpaired Deemed to Accep
7 HERO Equity Interests Impaired Deemed to Reject
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E. Cramdown

Section 1129(b) permits confirmation of a plan ebnganization notwithstanding the non-
acceptance of the plan by one or more impairedgsetasf claims or equity interests, so long asastlene impaired
class of claims or interests votes to accept aqseg plan. Under that section, a plan may be w©oafl by a
bankruptcy court if it does not “discriminate umfgi and is “fair and equitable” with respect toosanon-accepting
class.

The Debtors intend to pursue a “cram down” of tbidérs of HERO Equity Interests in Class 7,
who are deemed to have rejected the Plan for #eores described in subsection D above.

F. Allowed Claims

Only administrative expenses, claims, and equitierasts that areaflowed” may receive
distributions under a chapter 11 plan. An “allotvadministrative expense, claim or equity interestans that a
debtor agrees, or in the event of a dispute, that Bankruptcy Court determines by Final Order, tteg
administrative expense, claim or equity interest)uding the amount thereof, is in fact a validigétion of, or
equity interest in, a debtor.

G. Impairment generally

Under section 1124 of the Bankruptcy Code, a atdssdaims or equity interests is “impaired”
unless, with respect to each claim or interestughsclass, the plan of reorganization (i) doesaitetr the legal,
equitable or contractual rights of the holders wétsclaims or interests or (ii) irrespective of th@ders’ right to
receive accelerated payment of such claims ordsterafter the occurrence of a default, cureseffudts (other
than those arising from, among other things, tHatatés insolvency or the commencement of a banknyupase),
reinstates the maturity of the claims or interéstthe class, compensates the holders of such lainnterests for
any damages incurred as a result of their reasenabibnce upon any acceleration rights and do¢otherwise
alter their legal, equitable or contractual rights.

Only holders of allowed claims or_equity interestsn impaired classes of claims or_equity
interests that receive or retain property under a woposed plan of reorganization, but are not otherwse
deemed to reject the plan (such as Class 7 HERO EitiiInterests in these cases), are entitled to voten such
a plan. Holders of unimpaired claims or equity interesmts deemed to accept the plan under section )1fatie
Bankruptcy Code and are not entitled to vote. KHrddbf claims or equity interests that do not nez@ir retain any
property on account of such claims or equity irdeyeare deemed to reject the plan under sectiof(g)Ldf the
Bankruptcy Code and are not entitled to vote.

H. Solicitation and Voting Process

Each holder of a Senior Notes Claim as of July®@,52(the Voting Record Date’) that is an
Eligible Noteholder is entitled to vote to acceptreject the Plan and shall receive the Solicitatikackage in
accordance with the solicitation procedures. Ekesmptherwise set forth herein, the Voting Reddate and all of
the Debtors’ solicitation and voting procedureslisapply to all holders of Claims or Equity Intetesand other
parties in interest.

The following summarizes the procedures for votiagaccept or reject the Plan. Holders of
Senior Notes Claims, the only Voting Class underPRtan, are encouraged to review the relevant giansg of the
Bankruptcy Code and Bankruptcy Rules and/or to wbtiseir own attorneys.

The “Solicitation Package.”

The following materials are provided to each holdéa Senior Notes Claim that is entitled to
vote on the Plan:
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» the applicable Ballot and voting instructions;
» this Disclosure Statement with all exhibits; and
e the Plan.

If you (a) did not receive a Ballot and believe yare entitled to one; (b) received a damaged Baltlost your
Ballot; (d) have any questions concerning this Disare Statement, the Plan, or the proceduresdiiny on the
Plan, or the Solicitation Package you received(e)rwish to obtain a paper copy of the Plan, thiscldsure
Statement or any exhibits to such documeplesase contact Prime Clerk, LLC, the Debtors’ Votig and Claims
Agent, at Hercules Balloting, c/o Prime Clerk, LLC, 830 Third Ave., 9" Floor, New York, NY 10022, by
caling 844-241-2770 (Toll Free) or 929-342-0757 nfernational), or by email at
herculesballots@primeclerk.com.

Before the deadline to object to Confirmation oé tAlan, the Debtors intend to file the Plan
Supplement. If the Plan Supplement is updatedtmraise modified, such modified or updated documerill be
made available on the Debtors’ restructuring websitases.primeclerk.com/hercules. The Debtors mol
distribute paper or CD-ROM copies of the Plan Sepgnt; however, parties may obtain a copy of then Pl
Supplement by visiting the Debtors’ restructuringbsite,cases.primeclerk.convhercules; and/or by calling 844-
241-2770 (Toll Free) or 929-342-0757 (Internatignal

Voting Deadlines.

To be counted, your Ballot(s) must be actually receed by the Voting and Claims Agent no

later than:

e August 12, 2015 at 5:00 p.m(Prevailing Eastern Time) for Holders of Seniatés Claims
entitled to vote on the Plan. This is théoting Deadline.” If you do not return your
Ballot prior to the Voting Deadline or if you are not an Eligible Noteholder, your vote
will not be counted.

Voting Instructions.

If you are a holder of a Class 3 Senior Notes ClarBallot is enclosed for the purpose of voting
on the Plan. BALLOTS ARE ONLY BEING SOLICITED FROMOLDERS OF CLASS 3 CLAIMS THAT ARE
ACCREDITED INVESTORS OR QUALIFIED INSTITUTIONAL BU¥RS. THE VOTE OF ANY HOLDER OF
A CLASS 3 CLAIM THAT DOES NOT CERTIFY THAT IT IS ANACCREDITED INVESTOR OR QUALIFIED
INSTITUTIONAL BUYER WILL NOT BE COUNTED. IF YOU ARE NOT AN ACCREDITED INVESTOR OR
QUALIFIED INSTITUTIONAL BUYER, PLEASE DO NOT COMPLEE THE BALLOT. HOWEVER,
PLEASE READ THE NON-ELIGIBLE NOTEHOLDER ELECTION ATACHED TO THE BALLOT AS
EXHIBIT A AND FOLLOW THE INSTRUCTIONS SET FORTH THREIN IF YOU ELECT TO OPT OUT OF
THE RELEASES IN ARTICLE VII.F OF THE PLAN. IF YOWDO NOT COMPLETE AND RETURN THE
BENEFICIAL HOLDER ELECTION BY THE VOTING DEADLINE,YOU WILL BE DEEMED TO HAVE
GRANTED THE RELEASES IN ARTICLE VII.F OF THE PLAN.

Except as provided belowplders of Claims are required to vote all of theirClaims within a
Class either to accept or reject the Plan and mayat split their votes. Any Ballot received that dos not
indicate either an acceptance or rejection of the IBn or that indicates both acceptance and rejectionf the
Plan will be counted as an acceptance. Any Balloeceived that is not signed or that contains insuifient
information to permit the identification of the holder will be an invalid Ballot and will not be counted.

If you are the record holder of Claims that arediieially owned by another party, you may
submit a separate Ballot with respect to such pontif Claims that are beneficially owned by sudhdtiparty, and
the vote indicated on such separate Ballot magdifiom the vote indicated on Ballots submittedhwiéspect to
Claims that you beneficially own yourself or thae deneficially owned by other parties. In no dveray you
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submit Ballots with respect to Claims in excesshef amount of Claims for which you are the recoottiér as of
the Voting Record Date.

Please sign and complete a separate Ballot wigfeot$o each Claim, and return your Ballot(s) in
accordance with the instructions provided by yoanfihee (as defined below), so that your Pre-Vatidd&allot (as
defined below) or the Master Ballot reflecting yauate isreceivedby Prime Clerk by the Voting Deadline. Pre-
Validated Ballots or Master Ballots reflecting youste should be returned to the Debtors’ votingnagBrime
Clerk, by hand delivery, overnight courier, or first classmail to:

Hercules Ballot Processing
c/o Prime Clerk, LLC

830 Third Avenue, 9 Floor
New York, NY 10022

If you are the beneficial owner of a Senior Notaif@l, please follow the directions listed on your
Ballot and read the Section below titlé8eheficial Owners of the Senior Not€'s

Only Ballots with an original signature will be cownted. Email submission of ballots is not
permitted. Only Ballots (including Master Ballots submitted by a Nominee) received by Prime Clerk byhe
Voting Deadline will be counted.

If delivery of a Ballot is by mail, it is recommendtd that voters use an air courier with
guaranteed next day delivery or registered mail, ppperly insured, with return receipt requested. Inall cases,
sufficient time should be allowed to ensure timelgelivery. The method of such delivery is at the ettion and
risk of the voter.

A Ballot may be withdrawn by delivering a writteotite of withdrawal to Prime Clerk, so that
Prime Clerk receives the notice before the Votingadline. In order to be valid, a notice of withdah must
(a) specify the name of the creditor who submittieel Ballot to be withdrawn, (b) contain a descaptiof the
Claim(s) to which it relates, and (c) be signedtisy creditor in the same manner as on the Balldte Debtors
expressly reserve the right to contest the validitgny withdrawals of votes on the Plan.

After the Voting Deadline, any creditor who haseignsubmitted a properly completed Ballot to

Prime Clerk or a Nominee (defined below), whictihien timely delivered to Prime Clerk by the VotiDgadline,
may change or withdraw its vote only with the apataf the Bankruptcy Court or the consent of trebiars (with
the consent of the Steering Group). If more thae ttimely, properly completed Ballot is receivedhniespect to
the same Claim and no order of the Bankruptcy Callowing the creditor to change its vote has bestered
before the Voting Deadline, the Ballot that will m®unted for purposes of determining whether sigffic
acceptances required to confirm the Plan have beeaived will be the timely, properly-completed Bal
determined by Prime Clerk to have been received las

Nominees are required to retain for inspection liy €ourt for one year following the Voting
Deadline the Ballots cast by their beneficial hosde

Nominees may elect to pre-validate the Beneficialddr Ballot (a “Pre-Validated Ballot”) by (i)
signing the applicable Beneficial Holder Ballot aimdluding its DTC Participant Number, (ii) indigag on the
Beneficial Holder Ballot the account number of sholider, and the principal amount of Notes heldhg/Nominee
for such beneficial holder, and (iii) forwardingettiBeneficial Holder Ballot (together with the filolicitation
Package) to the beneficial holder for voting. Dleaeficial holder must then complete the informatiequested in
the Beneficial Holder Ballot (including indicatirng vote to accept or reject the Plan), review thdifmations
contained therein, and return the Beneficial HoBlallot directly to the Voting Agent in the pre-drdssed, postage
paid envelope included with the Solicitation Paekag that it is actually received by the Voting Agen or before
the Voting Deadline. A list of beneficial holdets whom the Nominee sent Pre-Validated Ballots khdne
maintained by the Nominee for inspection for atteme year following the Voting Deadline.
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Votes cast by the beneficial holders through a Mem and transmitted by means of a Master
Ballot or a Pre-Validated Ballot will be appliedadgst the positions held by such Nominee as evielkiy the list
of record holders of Notes provided by the appliea®curities depository. The Debtors further psapthat votes
submitted by a Nominee on a Master Ballot will h counted in excess of the position maintainecthgy
respective Nominee on the Voting Record Date.

To the extent that conflicting, double or over-wtre submitted on Master Ballots, the Voting
Agent shall attempt to resolve such votes pridh®vote certification in order to ensure thatvbees of beneficial
holders of Notes are accurately tabulated.

To the extent that such conflicting double or ovetes are not reconcilable prior to the vote
certification, the Voting Agent is directed to cowotes in respect of each Master Ballot in the esgmoportion as
the votes of the beneficial holders or entitlemkolders to accept or reject the Plan submitted wwh sMaster
Ballot, but only to the extent of the applicablerhloee's position on the Voting Record Date in thogel.

For the purposes of tabulating votes, each benéficilder shall be deemed (regardless of whether
such holder includes interest in the amount votedt® Ballot) to have voted only the principal ambwf its
securities; any principal amounts thus voted mayheeeafter adjusted by the Voting Agent, on a prbopnate
basis to reflect the corresponding claim amourdiuling any accrued but unpaid prepetition interesth respect
to the securities this voted.

EACH BALLOT ADVISES HOLDERS OF CLAIMS THAT, IF THEY (1) (A) VOTE TO
REJECT THE PLAN OR (B) DO NOT CERTIFY ON THEIR BALL OT THAT THEY ARE AN
ACCREDITED INVESTOR OR QUALIFIED INSTITUTIONAL INVE STOR AND (2) DO NOT ELECT
TO OPT OUT OF THE RELEASE PROVISIONS CONTAINED IN A RTICLE VII OF THE PLAN, THEY
SHALL BE DEEMED TO HAVE CONCLUSIVELY, ABSOLUTELY, U NCONDITIONALLY,
IRREVOCABLY AND FOREVER RELEASED AND DISCHARGED ALL CLAIMS AND CAUSES OF
ACTION AGAINST THE RELEASED PARTIES IN ACCORDANCE W ITH THE PLAN.
ACCORDINGLY, IF YOU (1)(A) VOTE TO REJECT THE PLAN OR (B) DO NOT CERTIFY THAT YOU
ARE AN ACCREDITED INVESTOR OR QUALIFIED INSTITUTION AL BUYER AND (2) DO NOT
ELECT TO OPT OUT OF THE RELEASE PROVISIONS CONTAINE D IN ARTICLE VII OF THE PLAN,
YOU WILL BE DEEMED TO HAVE GRANTED THE RELEASES CON TEMPLATED BY SUCH
RELEASE PROVISIONS.

HOLDERS OF CLAIMS WHO VOTE TO ACCEPT THE PLAN SHALL BE DEEMED
TO HAVE CONCLUSIVELY, ABSOLUTELY, UNCONDITIONALLY, IRREVOCABLY AND FOREVER
RELEASED AND DISCHARGED ALL CLAIMS AND CAUSES OF AC TION AGAINST THE RELEASED
PARTIES IN ACCORDANCE WITH THE PLAN. EACH BALLOT A LSO ADVISES HOLDERS OF
CLAIMS THAT, IF THEY FAIL TO RETURN A BALLOT VOTING EITHER TO ACCEPT OR REJECT
THE PLAN OR FAIL TO RETURN A PROPERLY COMPLETED NON -ELIGIBLE HOLDER
ELECTION, THEY SHALL BE DEEMED TO HAVE CONCLUSIVELY , ABSOLUTELY,
UNCONDITIONALLY, IRREVOCABLY AND FOREVER RELEASED A ND DISCHARGED ALL
CLAIMS AND CAUSES OF ACTION AGAINST THE RELEASED PA RTIES IN ACCORDANCE WITH
THE PLAN.

NON-VOTING CLASSES INCLUDE UNIMPAIRED CLAIMS AND EQ UITY
INTERESTS. UNIMPAIRED CLAIMS ARE ALSO DEEMED TO HA VE CONCLUSIVELY,

8 Each Nominee will distribute the Solicitation Pagks, as appropriate, in accordance with theioouety
practices and obtain votes to accept or rejecPtar also in accordance with their customary peasti If it is the
Nominee’s customary and accepted practice to subfwibting instruction form” to the beneficial haiss for the
purpose of recording the beneficial holder’s viite, Nominee is authorized to send the voting inftiom form;
provided, however, that the nominee also distribute the approphatiot form approved by the Solicitation
Procedures Order.
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ABSOLUTELY, UNCONDITIONALLY, IRREVOCABLY AND FOREVE R RELEASED AND
DISCHARGED ALL CLAIMS AND/OR INTERESTS AND CAUSES O F ACTION AGAINST THE
RELEASED PARTIES IN ACCORDANCE WITH THE PLAN TO THE  FULLEST EXTENT
PERMISSIBLE UNDER APPLICABLE LAW. HOLDERS OF EQUIT Y INTERESTS WILL RECEIVE
THE EQUITY RELEASE CONSENT NOTICE. EACH EQUITY REL EASE CONSENT NOTICE
ADVISES HOLDERS OF HERO EQUITY INTERESTS THAT DO NO T ELECT TO OPT OUT OF THE
RELEASE PROVISIONS CONTAINED IN ARTICLE VII OF THE PLAN, SHALL BE DEEMED TO
HAVE CONCLUSIVELY, ABSOLUTELY, UNCONDITIONALLY, IRR EVOCABLY AND FOREVER
RELEASED AND DISCHARGED ALL CLAIMS AND CAUSES OF AC TION AGAINST THE RELEASED
PARTIES IN ACCORDANCE WITH THE PLAN. BECAUSE HOLDE RS OF HERO EQUITY
INTERESTS ARE SUBSTANTIALLY OUT OF THE MONEY UNDER ABSOLUTE PRIORITY
PRINCIPLES, HOLDERS OF HERO EQUITY INTERESTS THAT E LECT TO OPT OUT OF THE
RELEASE PROVISIONS CONTAINED IN ARTICLE VIl OF THE PLAN SHALL NOT RECEIVE THE
NEW HERO EQUITY INTERESTS AND NEW HERO WARRANTS THA T THEY WOULD OTHERWISE
BE ENTITLED TO RECEIVE UNDER THE PLAN.

ADDITIONALLY, AFTER AN ELECTION TO OPT OUT IS MADE BY A HOLDER OF HERO
EQUITY INTERESTS, SUCH ELECTION WILL BE BINDING ON ANY BUYER OF SUCH HERO
EQUITY INTERESTS IN ANY SUBSEQUENT SALE OR RE-SALE OF THE SHARES PRIOR TO THE
DATE SUCH SHARES ARE CANCELLED. SPECIFICALLY, ONCE A HOLDER THAT HOLDS ITS
HERO EQUITY INTERESTS THROUGH DTC OPTS OUT ELECTRON ICALLY THROUGH DTC, (A)
THE HOLDER WILL NO LONGER HAVE A RIGHT TO SELL OR T RANSFER ANY HERO EQUITY
INTERESTS EXCEPT MANUALLY IN COOPERATION WITH DTC A ND THE VOTING AGENT AND
(B) THEIR HERO EQUITY INTERESTS, AS STATED ABOVE, W ILL BE CANCELLED AND
DISCHARGED UNDER THE PLAN AS OF THE EFFECTIVE DATE AND SUCH OPT OUT HOLDER
WILL NOT RECEIVE ANY CONSIDERATION OR DISTRIBUTIONS OF ANY KIND WHATSOEVER
UNDER THE PLAN. UNDER SUCH CIRCUMSTANCES, A TRADIN G MARKET FOR HERO EQUITY
INTERESTS HELD BY HOLDERS ELECTING TO OPT OUT OF TH E RELEASES MAY NOT EXIST
AND ELECTING TO OPT OUT WILL LIKELY MAKE IT MORE DI  FFICULT FOR SUCH OPT-OUT
SHAREHOLDERS TO DISPOSE OF THEIR HERO EQUITY INTERE STS OR TO REALIZE VALUE ON
THE SHARES AT A TIME WHEN THEY MAY WISH TO DO SO.

Beneficial Owners of the Senior Notes.

If you are a beneficial owner of Senior Notes, plez use the Ballot for beneficial owners (a
“Beneficial Owner Ballot”) or the customary means & transmitting your vote to your broker, dealer,
commercial bank, trust company or other nominee (“Ndminee”) to cast your vote to accept or reject th€lan.
You must return your completed Beneficial Owner Babt or otherwise transmit your vote to your Nomineeso
that your Nominee will have sufficient time to compete a Ballot summarizing votes cast by beneficiawners
holding securities (each a “Master Ballot”), whichmust be forwarded to Prime Clerk by the Voting Deadine.
If your Beneficial Owner Ballot or other transmittal of your vote is not received by your Nominee with
sufficient time for your Nominee to submit its Maser Ballot by the Voting Deadline, your vote will na count.

If you are the Beneficial Owner of Senior Notes andhold them in your own name, you can
vote by completing a Beneficial Owner Ballot.

Do not return your Senior Notes or any other instrunents or agreements that you may have
with your Ballot(s).

You may receive multiple mailings of this Disclosubtatement, especially if you own Senior
Notes through more than one brokerage firm, comi@lebank, trust company, or other nominee. If wlbmit
more than one Ballot for a Class because you beal§i own the securities in that Class through entiran one
broker or bank, you must indicate in the appropritgm of the Ballot(s) the names of ALL broker-ges or other
intermediaries who hold securities for you in theng Class.
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Authorized signatories voting on behalf of morenthane beneficial owner must complete a
separate Ballot for each such beneficial ownery Ballot submitted to a brokerage firm or proxyeirmhediary will
not be counted until the brokerage firm or proxteimediary (a) properly executes the Ballot(s) dalivers them
to Prime Clerk, or (b) properly completes and dekva corresponding Master Ballot to Prime Clerk.

By voting on the Plan, you are certifying that yare the beneficial owner of the Senior Notes (as
of the Voting Record Date) being voted or an auftear signatory for the beneficial owner. Your subsion of a
Ballot will also constitute a request that you {jorthe case of an authorized signatory, the beia¢fawner) be
treated as the record holder of those securitiepdposes of voting on the Plan.

Brokerage Firms, Banks, and Other Nominees.

A brokerage firm, commercial bank, trust compamothier nominee that is the agent on behalf of
a Senior Note for a beneficial owner, or an agketefor, or that is a participant in a securitiesdng agency and
is authorized to vote in the name of the securitlearing agency pursuant to an omnibus proxy aratiing for a
beneficial owner, can vote on behalf of such bemafiowner by: (a)(i) distributing a copy of thisiddlosure
Statement and all appropriate Ballots to the bersfowners; (ii) collecting all such Ballots; fiicompleting a
Master Ballot compiling the votes and other infotima from the Ballots and Elections collected; afid)
transmitting the completed Master Ballot to Primierk or (b) pre-validating the Beneficial Owner IBg§ and
addressing such ballot as returnable to Prime Clerk

A proxy intermediary acting on behalf of a brokexdgm or bank may follow the procedures
outlined in the preceding sentence to vote on lietighe beneficial owner. If you are entitled totg and you did
not receive a Ballot, received a damaged Balldbst your Ballot, please contact Prime Clerk in thanner set
forth above.

l. The Confirmation Hearing

Shortly after commencing the Chapter 11 Cases,Diblstors will request that the Bankruptcy
Court schedule a hearing to consider confirmatibthe Plan (the Confirmation Hearing”), at the United States
Bankruptcy Court for the District of Delaware (thBankruptcy Court”), 824 Market Street North, 3rd Floor,
Wilmington, Delaware 19801. The Debtors will regueonfirmation of the Plan, as it may be modifiemin time
to time under section 1129(b) of the Bankruptcy €odrespect of the HERO Equity Interests, andrhasrved the
right to modify the Plan to the extent, if any, ttieanfirmation pursuant to section 1129(b) of trenkruptcy Code
requires modification.

\A COMPANY BACKGROUND

See the Risk Factors in Article XI of the Disclosug Statement for certain risks that you
should carefully consider.

A. Business Segments and Organizational Structure

Hercules is a leading provider of shallow-watetlidg and marine services to the oil and natural
gas exploration industry globally. The Companyves such services to national oil and gas conasamnajor
integrated energy companies and independent oihatutal gas operators. Hercules currently reptatbusiness
activities in three business segments: (1) DomeSfitshore, (2) International Offshore and (3) Int#ional
Liftboats. Hercules eliminates inter-segment rexeand expenses, if any.

The Company’s jackup rigs are used primarily fopleration and development drilling in shallow
waters. The Company’s liftboats are self-propeligelf-elevating vessels with a large open declcepahich
provides a versatile, mobile and stable platfornsupport a broad range of offshore maintenancecandtruction
services throughout the life of an oil or naturas gvell.
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HERO is the ultimate parent of forty-two direct amdlirect subsidiaries. Fifteen of those
subsidiaries are Debtors, and the remaining tweatyen are Non-Debtors. The Debtor entities are #is
guarantors of the Senior Notes. As a general mdlte Debtors own the Company’s Domestic Offstargment,
while the Non-Debtors own the Company’s Internadiddffshore and International Liftboats segments.

B. Fleet Status

Hercules posts a monthly fleet status report orwigbsite at http://www.herculesoffshore.com.
The most current fleet status report as of Jun@@B5, is attached hereto as Exhibit G.

C. Competition and Marketing

The shallow-water businesses in which Hercules aipsrare highly competitive. Domestic
drilling contracts are traditionally short term mature, although Hercules has at times been awdoaegr term
domestic drilling contracts. International drillirand liftboat contracts are generally longer termmature. The
contracts are typically awarded on a competitivktdasis. Pricing is often the primary factor inedsining which
qualified contractor is awarded a job, althoughtécal capability of service and equipment, uniaitability, unit
location, safety record and crew quality may alsacbnsidered. Certain competitors in the shallatewbusiness
may have greater financial and other resources Hensules. As a result, these competitors may lsabetter
ability to withstand periods of low utilization, ogpete more effectively on the basis of price, bogdv rigs, acquire
existing rigs, and make technological improvementsexisting equipment or replace equipment thatobess
obsolete. Competition for offshore rigs is usualtya global basis, as drilling rigs are highly nieland may be
moved, at a cost that is sometimes substantial) fooe region to another in response to demand. eMeny the
Company’s mat-supported jackup rigs are less ceptaln independent leg jackup rigs of managingabéei sea
floor conditions found in most areas outside théf GuMexico. As a result, the Company’s abilitytnove its mat-
supported jackup rigs to certain regions in respaschanges in market conditions is limited. Aiddially, a
number of competitors have independent leg jackysp with generally higher specifications and caliéds than
most of the independent leg rigs that Herculesertily operates. Particularly during market downsuwhen there
is decreased rig demand, higher specification miggy be more likely to obtain contracts than lowgecsfication
rigs.

D. Backlog

Hercules calculates its contract revenue backlogiuture contracted revenue, as the contract
dayrate multiplied by the number of days remaimdmgthe contract assuming full utilization, less g@nalties or
reductions in dayrate for late delivery or non-ctieme with contractual obligations. Backlog extds revenue
for management agreements, mobilization, demobitima contract preparation and customer reimbuesablThe
amount of actual revenue earned and the actuadgseduring which revenue is earned will be différdran the
backlog disclosed or expected due to various factobowntime due to various operational factorgluding
unscheduled repairs, maintenance, operational siefeaalth, safety and environmental incidents, nayagvents in
the Gulf of Mexico and elsewhere and other fac{smne of which are beyond the Company’s controfy mesult
in lower dayrates than the full contractual opegtiayrate. In some of the contracts, the custdrasithe right to
terminate the contract without penalty and in deritastances, with little or no notice.

The Company’s backlog at June 23, 2015, totaledoxppately $913,649,700 for its executed
contracts, including the Maersk contract for thevimeild jackup rig,Hercules Highlander, which the Company
expects to introduce into service in 2016. Appmdiely $76,483,100 of this estimated backlog iseeted to be
realized during the remainder of 2015.

The following table reflects the amount of the Camps contract backlog for its executed

contracts, including the Maersk contract for thevimeild jackup rig,Hercules Highlander, by year as of June 23,
2015:

Active 19549401 14



Case 15-11685-KJC Doc 16 Filed 08/13/15 Page 27 of 107

For the Years Ending December 31,

Total 2015 2016 2017 Thereafter
(in thousands)

Domestic
Offshore $ 18,352 $ 18,352 $ — $ — $ —
International 887,806 50,639 110,919 202,451 523,797
Offshore
International
Liftboats Tz Tz T T T
Total $ 913,650 $ 76,483 $ 110,919 $ 202,451 $ 523,797

E. Regulation

The Company’s operations are affected in varyingreles by federal, state, local and foreign
and/or international governmental laws and regaitetiregarding the discharge of materials into thérenment or
otherwise relating to environmental protection.eThdustry is dependent on demand for services fraroil and
natural gas industry and, accordingly, is alsocéfé by changing tax and other laws relating toethergy business
generally. In the United States, Hercules is sbfe the jurisdiction of the Environmental Protent Agency
(“EPA"), U.S. Coast Guard Coast Guard’), the National Transportation Safety BoardNT'SB"), the U.S.
Customs and Border ProtectiorC8P”), the Department of Interior, the Bureau of Ocdamergy Management
(“BOEM™") and the Bureau of Safety and Environmental Ecdarent (BSEE”), as well as classification societies
such as the American Bureau of ShippindBS”). The Coast Guard and the NTSB set safety stalsdand are
authorized to investigate vessel accidents andmeend improved safety standards, and the CBP i®&dgméd to
inspect vessels at will. Coast Guard regulatioss akquire annual inspections and periodic drydosgections or
special examinations of vessels.

In the aftermath of the Macondo well blowout ingitén April 2010, BSEE and BOEM have
proposed and implemented regulations and requirentbat add safety measures, increase permit sgratid add
other requirements and policies such as contrazactions that could materially increase the cdspffshore
drilling in the U.S. Gulf of Mexico. Restrictionsnail and gas development and production activitiethe U.S.
Gulf of Mexico, and the promulgation of notices lessees have impacted and may continue to impact th
Company’s operations. In addition, the federalegament has considered legislation that could ira@mditional
equipment and safety requirements on operatorsdaifithg contractors in the U.S. Gulf of Mexico agll as
regulations relating to the protection of the eomment, all of which could materially adversely eaff the
Company’s financial condition and results of opiers.

The shorelines and shallow-water areas of the Bi8f of Mexico are ecologically sensitive.
Heightened environmental concerns in these areaslkd to higher drilling costs and a more difficaihd lengthy
well permitting process and, in general, have agblgraffected drilling decisions of oil and natugals companies.
In the United States, the Company’s operationsabgect to federal and state laws and regulatioaisrequire us to
obtain and maintain specified permits or governm@meapprovals; control the discharge of material® ithe
environment; remove and cleanup materials that tmaym the environment; or otherwise comply with the
protection of the environment. For example, asoparator of mobile offshore units in navigable Uviaters
including the OCS, and some offshore areas, Hesauley be liable for damages and costs incurredmmection
with oil spills or other unauthorized dischargesxbémicals or wastes resulting from or relatechtzs¢ operations.
Failure to comply with these laws and regulatiorasy/mresult in the assessment of administrative| aivil criminal
penalties, the imposition of remedial obligatioasd the issuance of injunctions restricting somealbrof the
Company’s activities in the affected areas.

Laws and regulations protecting the environmeniHhascome more stringent over time and may

in some cases impose strict liability, renderingpexrson liable for environmental damage without régeo
negligence or fault on the part of such personm&of these laws and regulations may expose Hertolkability
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for the conduct of or conditions caused by otherfopacts that were in compliance with all applialaws at the
time they were performed. The application of thiegml requirements or the adoption of new or nwiringent
legal requirements could have a material adverfectebn the Company’s financial condition and resudf
operations.

The U.S. Federal Water Pollution Control Act of 29&s amended, commonly referred to as the

Clean Water Act, prohibits the discharge of polhisainto the navigable waters of the United Statéhout a
permit. The regulations implementing the Clean &vact require permits to be obtained by an operbajore
specified discharge activities occur. Offshordlitées must also prepare plans addressing spél/gntion, control
and countermeasures. In place of the former Cléater Act exemption, the EPA adopted a Vessel Géiarmit,
effective December 19, 2008, that required subjessel operators, including us, to obtain a VeGsaleral Permit
for all of the Company’s covered vessels by Felyréar2009. Hercules has obtained the necessargeV€eneral
Permit for all of the Company’s vessels to whicis ghermitting program applies and has prepared Bpélvention
Control and Countermeasure Plans where appropriateaddition to the EPA’s issuance of the Vesseh&al
Permit, some states are, and other states aredeoingj, regulating ballast water discharges. \iots of
monitoring, reporting and permitting requiremenssaciated with applicable ballast water dischargemitting
programs or other regulatory initiatives may resunlthe imposition of civil and criminal penaltiesMoreover,
Hercules has incurred added costs to comply wiglalleequirements under the Vessel General Pernditnaay
continue to incur further costs as other legal iregoents under federal and state ballast watehdige permit
programs are adopted and implemented, but Herades not believe that such compliance efforts héive a
material adverse effect on the Company’s resultspefations or financial position.

The U.S. Oil Pollution Act of 1990 PA"), as amended, and related regulations impose a
variety of requirements on “responsible partiedated to the prevention and/or reporting of oilllspand liability
for damages resulting from such spills in watefdfog U.S. A “responsible party” includes the owpeoperator of
an onshore facility, pipeline or vessel or the éeser permittee of the area in which an offshoodifa is located.
OPA assigns liability to each responsible partyddremoval costs and a variety of public and atévdamages.
Under OPA, as amended by the Coast Guard and Rarifiransportation Act of 2006, “tank vessels” argjact to
certain specified liability limits. Few defensesist to the liability imposed by OPA and the liatyilcould be
substantial. Moreover, a party cannot take adgentd liability limits if the spill was caused byags negligence or
willful misconduct or resulted from violation offaderal safety, construction or operating regutatidf the party
fails to report a spill or to cooperate fully inetltleanup, the liability limits likewise do not dpmnd certain
defenses may not be available. In addition, OPAoses on responsible parties the need for prodihahcial
responsibility to cover at least some costs in tem@l spill. As required, Hercules has providstisfactory
evidence of financial responsibility to the Coastia® for all of the Company’s vessels subject tehsu
requirements.

The U.S. Outer Continental Shelf Lands Act, as atednauthorizes regulations relating to safety
and environmental protection applicable to lessesspermittees operating on the OCS. Included gnioese are
regulations that require the preparation of spilhttngency plans and establish air quality stansldod certain
pollutants, including particulate matter, volatdeganic compounds, sulfur dioxide, carbon monoxidd nitrogen
oxides. Specific design and operational standandy apply to OCS vessels, rigs, platforms, vehidesl
structures. Violations of lease conditions or tagons related to the environment issued purst@rthe Outer
Continental Shelf Lands Act can result in substntivil and criminal penalties, as well as potehtcourt
injunctions curtailing operations and cancelingsksa Such enforcement liabilities can result freither
governmental or citizen prosecution.

The U.S. Comprehensive Environmental Response, €nsgpion, and Liability Act, as amended,
also known as CERCLA or the “Superfund” law, impodiability without regard to fault or the legalityf the
original conduct on certain classes of personsdhaiconsidered to have contributed to the relese*hazardous
substance” into the environment. These persorigdadhe owner or operator of a facility where l@ase occurred,
the owner or operator of a vessel from which theerelease, and entities that disposed or arcafogehe disposal
of the hazardous substances found at a particitéar Bersons who are or were responsible for sekeaf hazardous
substances under CERCLA may be subject to jointsawral liability for the cost of cleaning up thazardous
substances that have been released into the emérdgnand for damages to natural resources. Pvioers and
operators are also subject to liability under CERCL!t is also not uncommon for third parties téefclaims for
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personal injury and property damage allegedly ahumsethe hazardous substances released into thmement.
Hercules generates wastes in the course of itswmaperations that may be classified as hazarsldistances.

The U.S. Resource Conservation and Recovery Actaraended, regulates the generation,
transportation, storage, treatment and disposahsiiore hazardous and non-hazardous wastes aricksespates to
develop programs to ensure the safe disposal ofesiasHercules generates nonhazardous wastes a@td sm
guantities of hazardous wastes in connection vathime operations. Hercules believes that alhefwastes that it
generates are handled in compliance in all mateggdects with the Resource Conservation and Regcdéwt and
analogous state laws.

In recent years, a variety of initiatives intende@&nhance vessel security were adopted to address
terrorism risks, including the Coast Guard reguladiimplementing the Maritime Transportation andusigy Act
of 2002. These regulations required, among othieigs, the development of vessel security plans@amboard
installation of automatic information systems, orlSA to enhance vessel-to-vessel and vessel-to-shore
communications. Hercules believes that its vess®lsn substantial compliance with all vessel sgctegulations.

The United States is one of approximately 170 mencbentries to the International Maritime
Organization (IMO "), a specialized agency of the United Nations tkatesponsible for developing measures to
improve the safety and security of internationdpgimg and to prevent marine pollution from ship&mong the
various international conventions negotiated by it®© is the International Convention for the Pretem of
Pollution from Ships MARPOL ”). MARPOL imposes environmental standards ondhipping industry relating
to oil spills, management of garbage, the handdind disposal of noxious liquids, harmful substaringsackaged
forms, sewage and air emissions.

Annex VI to MARPOL sets limits on sulfur dioxide émitrogen oxide emissions from ship
exhausts, prohibits deliberate emissions of ozaeeting substances and includes measures aimeztiating
greenhouse gases. Annex VI entered into force ap M, 2005, and applies to all ships, fixed andtfhg drilling
rigs and other floating platforms. Annex VI alsoposes a global cap on the sulfur content of fuedmd allows for
specialized areas to be established internatiomatly more stringent controls on sulfur emissiofr vessels 400
gross tons and greater, platforms and drilling, rigsnex VI imposes various survey and certificatiequirements.
For this purpose, gross tonnage is based on teenhtional Tonnage Certificate for the vessel, Whitay vary
from the standard U.S. gross tonnage for the vesflected in the liftboat table previously. Ann®kcame into
force in the United States on January 8, 2009. edeer, on July 1, 2010, amendments to Annex VIh® t
MARPOL Convention took effect requiring the impamit of progressively stricter limitations on sulfemissions
from ships. As a result, limitations imposed onfitsuemissions will require that fuels of vessefs dovered
Emission Control Areas ECAS") contain no more than 1% sulfur. In August 201% North American ECA
became enforceable. The North American ECA indualeas subject to the exclusive sovereignty ofuthiéed
States and extends up to 200 nautical miles fraanctiasts of the United States, which area inclpdetss of the
U.S. Gulf of Mexico. Consequently, beginning onulay 1, 2012, limits on marine fuel used to poweps in non-
ECA areas were capped at 3.5% sulfur and, in Aug0d%®2, when the North American ECA became effectilre
sulfur limit in marine fuel was capped at 1%, whistthe capped amount for all other ECA areas sintg 1, 2010.
These capped amounts will then decrease progréssintl they reach 0.5% by January 1, 2020 for-&@A areas
and 0.1% by January 1, 2015 for ECA areas, incydi® North American ECA. The amendments alsdbésta
new tiers of stringent nitrogen oxide emissionsndgads for new marine engines, depending on thaie of
installation. The Company’s operation of vesseliternational waters, outside of the North AmanicECA, are
subject to the requirements of Annex VI in thosanddes that have implemented its provisions. Wk believes
the rigs it currently offers for international pecjs are generally exempt from the more costly diampe
requirements of Annex VI and the liftboats it cuntitg offers for international projects are gengralkempt from or
otherwise substantially comply with those requiratae

Accordingly, Hercules does not anticipate that cliemge with MARPOL or Annex VI to
MARPOL, whether within the North American ECA onyjoed, will have a material adverse effect on isutes of
operations or financial position.

Greenhouse gas emissions have increasingly becbmesubject of international, national,
regional, state and local attention. Cap and traitiatives to limit greenhouse gas emissions hasen introduced
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in the European Union. Similarly, numerous billdated to climate change have been introduced inUt®

Congress, which could adversely impact most inésstr In addition, future regulation of greenhogse could
occur pursuant to future treaty obligations, statubr regulatory changes or new climate changesletipn in the

jurisdictions in which Hercules operates. It isceriain whether any of these initiatives will bepiemented.
Restrictions on greenhouse gas emissions or o#egied legislative or regulatory enactments coualdehan effect
in those industries that use significant amountpeadfoleum products, which could potentially resalt reduction
in demand for petroleum products and, consequeanily indirectly, the Company’s offshore support Bew.

Hercules is currently unable to predict the maroreextent of any such effect. Furthermore, onehef asserted
long-term physical effects of climate change mayaheancrease in the severity and frequency of advereather
conditions, such as hurricanes, which may incréasgrance costs or risk retention, limit insuraawsailability or

reduce the areas in which, or the number of daysguhich, customers would contract for vesselgéneral and
in the U.S. Gulf of Mexico in particular. Herculescurrently unable to predict the manner or exte#rany such
effect.

The Company’s non-U.S. operations are subject berolaws and regulations in countries in
which Hercules operates, including laws and regatrelating to the importation of and operatidrrigs and
liftboats, currency conversions and repatriatioth,aod natural gas exploration and development,jrenmental
protection, taxation of offshore earnings and ewymiof expatriate personnel, the use of local eygas and
suppliers by foreign contractors and duties onirtiygortation and exportation of rigs, liftboats asttier equipment.
Governments in some foreign countries have becogreasingly active in regulating and controlling thwnership
of concessions and companies holding concessibesgxploration for oil and natural gas and oth@eats of the
oil and natural gas industries in their countriéssome areas of the world, this governmentalvagthas adversely
affected the amount of exploration and developmeark done by major oil and natural gas companias raay
continue to do so. Operations in less developemtcies can be subject to legal systems that arasonature or
predictable as those in more developed countrigschwcan lead to greater uncertainty in legal mattnd
proceedings.

Although significant capital expenditures may bguieed to comply with these governmental
laws and regulations, such compliance has not m#lyeadversely affected the Company’s earningsamnpetitive
position. Hercules believes that it is currently dompliance in all material respects with the emvnental
regulations to which it is subject.

F. Properties

The Company’s property consists primarily of jackugs, liftboats and ancillary equipment,
substantially all of which it owns through variosabsidiaries domestically and internationally. Ud®mestic
subsidiaries own substantially all of the assetatied in the U.S., and the foreign subsidiaries sulrstantially all
of the assets overseas. Certain of the rigs anedwy certain of the U.S. entities despite thmiation overseas.

Hercules maintains offices, maintenance facilitigsd facilities, warehouses, waterfront docks as
well as residential premises in various countriiesiuding the United States, United Kingdom, NigerSingapore,
Saudi Arabia, United Arab Emirates, Malaysia, arahiain. All of these properties are leased extmpan office
and a warehouse in the United Kingdom. The Comigdagsed principal executive offices are locatetiouston,
Texas.

G. Employees

As of June 22, 2015, Hercules had approximately0,&mployees. The Debtors employ
approximately 785 employees, and Non-Debtor Sudseli employ approximately 615 employees. Hercules
requires skilled personnel to operate and prowdarical services and support for its rigs antdidftts. As a result,
Hercules conducts extensive personnel training safdty programs. In the course of the last yeaa assult of
prevailing economic conditions, Hercules has redutstotal number of employees.

Certain of the Company’s employees in West Africa working under collective bargaining

agreements. Additionally, efforts have been madmftime to time to unionize portions of the offshavorkforce
in the U.S. Gulf of Mexico.
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H. The Debtors’ Pre-Petition Capital Structure.

Senior Secured Credit Facility

On April 3, 2012, HERO, as borrower, entered intoredit agreement (as amended on July 8,
2013, the Credit Agreement”) governing the senior secured revolving creddilfty (the “Senior Secured Credit
Facility”). The Credit Agreement provided for the $150 il Senior Secured Credit Facility, with a $50 raiil
sublimit for the issuance of letters of credit. HER obligations under the Credit Agreement wererguied by
the Debtor Subsidiaries, and the obligations of BERnd the Debtor Subsidiaries were secured by l@ns
substantially all of the vessels owned by HERO #mel Debtor Subsidiaries, together with certain aot®
receivable, equity of subsidiaries, equipment aheassets.

On June 22, 2015, the Credit Agreement was termihah accordance with its terms.
Accordingly, as of the date hereof, no amounts wered under the Senior Secured Credit Facility.

April 2019 Notes

On April 3, 2012, HERO completed the issuance aald ef $200 million aggregate principal
amount of senior notes at a coupon rate of 10.28%maturity in April 2019 (the April 2019 Notes)). The April
2019 Notes were sold at par and HERO received noeepds from the offering of the notes of $195.Hioni after
deducting the initial purchasers' discounts androff) expenses. Interest on the April 2019 Notgxigmble in cash
semi-annually in arrears on April 1 and Octobef &ach year.

The April 2019 Notes are unsecured obligations &R and are guaranteed by each of the
Debtor Subsidiaries. As of the date hereof, thee®200 million in aggregate principal amount loé tApril 2022
Notes remains outstanding plus accrued and unptecest.

July 2021 Notes

On July 8, 2013, HERO completed the issuance alel &fa$400 million aggregate principal
amount of senior notes at a coupon rate of 8.758 nvaturity in July 2021 (theJuly 2021 Note¥). The July 2021
Notes were sold at par and HERO received net pdscé®em the offering of the notes of approximatéBo3
million after deducting the bank fees and estimatiéering expenses. The net proceeds from suchinffetogether
with cash on hand (including the proceeds of apprately $103.9 million HERO received from the sadésertain
inland barge rigs, domestic liftboats and relatssets), were used to fund the acquisition of Discpshares, the
final shipyard payments totaling $333.9 million fblercules Triumph and Hercules Resilience, relatagital
expenditures and general corporate purposes. $tereJuly 2021 Notes is payable semi-annuallyrieaas on
January 15 and July 15 of each year.

The July 2021 Notes are unsecured obligations dRBIEand are guaranteed by each of the Debtor
Subsidiaries. As of the date hereof, the entireO$dlion in aggregate principal amount of the JAR21 Notes
remains outstanding plus accrued and unpaid iriteres

October 2021 Notes

On October 1, 2013, HERO completed the issuancesatedof $300 million aggregate principal
amount of senior notes at a coupon rate of 7.5% mihturity in October 2021 (th@ttober 2021 Note¥. These
notes were sold at par and HERO received net pdscrem the offering of the notes of approximat§R94.5
million after deducting the bank fees and estimatifering expenses. Interest on the notes is paysdmi-annually
in arrears on April 1 and October 1 of each year.

These October 2021 Notes are unsecured obligatibREERO and are guaranteed notes by each
of the Debtor Subsidiaries. As of the date herthad,entire $300 million in aggregate principal amoaf the July
2021 Notes remains outstanding plus accrued andidimuterest.
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April 2022 Notes

On March 26, 2014, HERO completed the issuancesatal of $300 million aggregate principal
amount of senior notes at a coupon rate of 6.758 maturity in April 2022 (the April 2022 Notes'). The April
2022 Notes were sold at par and HERO received retepds from the offering of the notes of approxatya
$294.8 million after deducting bank fees and edgmhaffering expenses. Interest on the April 202f2ed accrues
from and including March 26, 2014 at a rate of &6/per year and is payable semi-annually in arreardpril 1
and October 1 of each year.

The April 2022 Notes are unsecured obligations &R and are guaranteed by each of the
Debtor Subsidiaries. As of the date hereof, thee®300 million in aggregate principal amount loé tApril 2022
Notes remains outstanding plus accrued and unptecest.

Legacy Notes

On April 14, 1998, R&B Falcon Corporation issuecb@nillion of senior notes at a coupon rate
of 7.375% with a maturity in March 2018 (thke€bgacy Note8). The Legacy Notes are an unsecured obligatfon o
HERO and are not guaranteed by the Debtor SubmdiaAs of the date hereof, approximately $3.508an in
aggregate principal amount of the Legacy Notes msnautstanding plus accrued and unpaid interest.

Convertible Notes

In 2008, HERO issued $250 million convertible semotes at a coupon rate of 3.375% with a
maturity in June 2038 (theConvertible Notes). The Convertible Notes are an unsecured oblgatif HERO and
are not guaranteed by the Debtor SubsidiariesofAlse date hereof, approximately $7.4 million aggate principal
amount of the Convertible Notes remains outstanging accrued and unpaid interest.

HERO Equity Interests
As of July 8, 2015, 161,637,220 shares of HERO tyduterests were issued and outstanding.

l. Significant Pre-Petition Contracts and Leases.

Drilling and Liftboat Contracts Generally

The Company’s contracts to provide services areviahdally negotiated and vary in their terms
and provisions. Currently, all of the Company’dlithg contracts are on a dayrate basis. Dayraiténg) contracts
typically provide for payment on a dayrate basighwkigher rates while the unit is operating anddo rates or a
lump sum payment for periods of mobilization or wheperations are interrupted or restricted by emeipt
breakdowns, adverse weather conditions or othéoriac

A dayrate drilling contract generally extends oagyeriod of time covering the drilling of a single
well or group of wells or covering a stated terfthese contracts typically can be terminated bycti®omer under
various circumstances such as the loss or desirucfithe drilling unit or the suspension of drili operations for a
specified period of time as a result of a breakdofmajor equipment or due to events beyond thérabaf either
party. In addition, customers in some instance& hihe right to terminate contracts with little w prior notice,
and without penalty or early termination paymenie contract term in some instances may be extebgehe
customers exercising options for the drilling ofigidnal wells or for an additional term, or by esising a right of
first refusal. Traditionally, most contracts ireth).S. Gulf of Mexico have been on a short-termisbatless than
six months. Contracts in international locatioaséhistorically been longer-term, with contractrte of up to five
years. For contracts over six months in term Hescmay have the right to pass through certain essalations.
Customers may have the right to terminate, or n@k 40 renegotiate, existing contracts if Hercu@gperiences
downtime or operational problems above a contradingt, if the rig is a total loss, or in other egfied
circumstances. A customer is more likely to seekancel or renegotiate its contract during perioiddepressed
market conditions. Hercules could be requiredayp penalties if some contracts with customers aneeled due to
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downtime or operational problems. Suspension diirdyicontracts results in the reduction in or logslayrates for
the period of the suspension.

A liftboat contract generally is based on a flayrdiée for the vessel and crew. Liftboat dayrates
are determined by prevailing market rates, vessailability and historical rates paid by the specifustomer.
Under most of its liftboat contracts, Hercules rees a variable rate for reimbursement of cost$1ag catering,
fuel, rental equipment and other items. Liftboatcacts generally are for shorter terms than &téng contracts.

On larger contracts, particularly outside the Uiftates, Hercules may be required to arrange for
the issuance of a variety of bank guarantees, pedioce bonds or letters of credit. The issuancioli guarantees
may be a condition of the bidding process imposedustomers for work outside the United Statese Ginstomer
would have the right to call on the guarantee, bondetter of credit in the event Hercules defaitisthe
performance of the services. The guarantees, bandsletters of credit would typically expire aftedercules
completes the services.

Maersk and Highlander Agreements

In May 2014, a Non-Debtor Subsidiary of HERO sigredfive-year drilling contract (the
“Maersk Agreement’) with Maersk Oil North Sea UK Limited Maersk™) for a newbuild jackup rigHercules
Highlander, that a Non-Debtor Subsidiary will own and operédiercules expects performance under the Maersk
Agreement to commence in mid-2016.

In support of the Maersk Agreement, in May 2014Nan-Debtor Subsidiary signed a rig
construction contract with Jurong Shipyard Pte (fEL") in Singapore with respect to théercules Highlander
(the “Highlander Agreement”). Hercules estimates shipyard cost of thelercules Highlander at approximately
$236 million. Including project management, spa@mmissioning and other costs, total deliveryt dos the
Hercules Highlander is estimated at approximately $270 million of whigbproximately $244 million remained to
be paid at December 31, 2014. Hercules paid $28lién, or 10% of the shipyard cost, to JSL in M2914 and an
additional 10% payment in May 2015. The final 86¢4he shipyard payment will be due upon delivefyhe rig,
which is expected to be in April 2016

Saudi Aramco Agreements

Hercules has three rigs, Hercules 261, HerculesaP@PHercules 266, under contract with Saudi
Aramco. Hercules 261 and Hercules 262 are operatitfr five-year contracts, each of which are soleedto
terminate in the Fall 2019. The contract term tloe Hercules 266 is currently scheduled to expeevben
September 30, 2015 and April 8, 2016, at the digreof Saudi Aramco. The originally contracted dg for
Hercules 261, Hercules 262 and Hercules 266 wasozippately $136,000, $118,000, and $125,000 per, day
respectively. In June 2015, Hercules receivedcedtiom Saudi Aramco reducing the dayrates fotha#te rigs to
$67,000 per day. The reduced dayrates for Her@8&ésand Hercules 262 will apply from January 1,%ahrough
December 31, 2016, and will apply from JanuaryQll,®for the remaining contract term for Hercule6.26

Eni Agreement

In March 2015, Hercules signed a five-year contvath a subsidiary of Eni S.p.A. for use of the
Hercules 260 in West Africa. The dayrate underdbetract will range from a minimum of $75,000 plaly when
the price of Brent crude oil is $86 or less perélato a maximum of $125,000 per day when theepat Brent
crude oil is $125 or more per barrel. This contohmenced in early April 2015.

Perisai Agreement

In November 2013, the Company entered into an aggae with Perisai Driling Sdn Bhd
(“Perisal’) whereby the Company agreed to market, manageoaedate two Pacific Class 400 design new-build
jackup drilling rigs,Perisai Pacific 101 andPerisai Pacific 102 (“Perisai Agreement). Pursuant to the terms of
the Perisai Agreement, Hercules is reimbursed fbroperating expenses and Perisai pays for all tabpi
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expenditures. Hercules receives a daily managefeerfor the rig and a daily operational fee egoal2% of the
rig-based EBITDA, as defined in the Perisai Agreemdn August 2014Perisai Pacific 101 commenced work on
a three-year drilling contract in Malaysia. Spiectb the Perisai Agreement, Hercules recognizegmee and
operating expenses of $4.2 million and $2.6 millimspectively, for the three months ended March2®15 and
$1.3 million and $1.2 million, respectively, foretlthree months ended March 31, 2014. These reméltmcluded
in the Company’s International Offshore segment.

J. Pre-Petition Litigation.

Say-on-Pay Litigation

In June 2011, two separate shareholder derivatitores were filed purportedly on HERO’s
behalf in response to its failure to receive a migj@dvisory “say-on-pay” vote in favor of HERO2010 executive
compensation. On June 8, 2011, the first actios filed in the District Court of Harris County, Taex(the Harris
County Action”), and on June 23, 2011, the second action wad fit the United States Court for the District of
Delaware (the Delaware Federal Actiorf). Subsequently, on July 21, 2011, the plainiiffthe Harris County
action filed a concurrent action in the United &sabDistrict Court for the Southern District of Tex@he Texas
Federal Action” and, together with the Harris County Action ama tDelaware Federal Action, th&dy-on-Pay
Litigation ”). Each action named HERO as a nominal defendadtcertain of its officers and directors, as \asl|
HERO'’s Compensation Committee’s consultant, asrikfats.

Plaintiffs allege that HERO'’s directors breachedirtHiduciary duties by approving excessive
executive compensation for 2010, that the Companms&ommittee consultant aided and abetted thadbref
fiduciary duty, that the officer defendants wergustly enriched by receiving the allegedly excessismpensation,
and that the directors violated the federal seiesribws by disseminating a materially false andleaiding proxy.
The plaintiffs seek damages in an unspecified amoarHERQ's behalf from the officer and directofatelants,
certain corporate governance actions, and an agfaheir costs and attorney’s fees.

HERO and the other defendants have filed motionslismiss the Say-on-Pay Litigation for
failure to make demand upon HEROQ's board and fitinato state a claim. On June 11, 2012, thenpiffiin the
Harris County Action voluntarily dismissed his acti On March 14, 2013, HERO's and the other dedats]
motions to dismiss the Delaware federal action vgeemted. The motions to dismiss the Texas Federiabn are
pending.

Hercules 265 Litigation

In January 2015, Cameron International Corporati@ameron’), and Axon Pressure Products,
Inc. and Axon EP, Inc. (collectivelyAkon”) filed third-party complaints against HERO in @bsogation action that
Walter Oil & Gas Corporation Walter”) and its underwriters, together with Walter's \iorg interest partners,
Tana Exploration Company, LLC and Helis Oil & Gasngpany, LLC, filed against Cameron and Axon, among
others, to recover an undisclosed amount of damasdatng to the well control incident at South batier 220
involving the Hercules 265 (the ‘Hercules 265 Litigatior). Cameron and Axon also have filed answers and
claims in a limitation of liability action that HERfiled relating to the incident.

HERO has tendered defense and indemnity to Wattethfe claims asserted by Cameron and
Axon, pursuant to the terms of the drilling contreetween HERO and Walter. HERO has also tendéegehse
and demanded indemnity to Axon for the claims dsddoy Cameron against HERO, pursuant to a Mag®eic®s
Agreement between Axon and HERO. Until such timeWsster and/or Axon accept the tender, HERO will
vigorously defend the claims.

EPA Notice of Potential Violation of Resource Conservation and Recovery Act

In December 2014, HERO received a notice from theirBnmental Protection AgencyEPA”")
alleging potential violations of the Resource Cowation and Recovery Act related to hazardous wgsteeration
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requirements. HERO has executed a “Consent Agneeamel Final Order” with the EPA and has paid aaftgrof
approximately $132,000 to resolve the matter.

Other Litigation Matters

HERO and its subsidiaries are involved in a nundfesther lawsuits, all of which have arisen in
the ordinary course of business. HERO does na¢\eethat the ultimate liability, if any, resultirigpm any such
other pending litigation will have a material adseeeffect on its business or consolidated finarst&tkements.

HERO cannot predict with certainty the outcome ffeac of any of the litigation matters
specifically described above or of any other pegditigation. There can be no assurance that HERglief or
expectations as to the outcome or effect of anglétwor other litigation matter will prove correetd the eventual
outcome of these matters could materially diffenfrmanagement’s current estimates.

V. EVENTS LEADING TO THE COMMENCEMENT OF THE CHAPTER 1 1 CASES

A. Mobile Drilling Rig and Liftboat Market.

Demand for Hercules’ oilfield services is driven ty exploration and production customers’
capital spending, which can experience signifidiunttuation depending on current commodity pricesl @heir
expectations of future price levels, among othetdid. The recent decline in the price of crudehas negatively
impacted dayrates and demand for Hercules’ servlioeaddition to the oil price decline, the condalion of the
domestic customer base has negatively impacted mtefoa jackup rigs in the U.S. Gulf of Mexico. Intationally,
the new capacity growth expected over the nexetlgears could put further pressure on the operatirvironment
for the existing jackup rig fleet. Although activitevels for liftboats are not as closely corrette commodity
prices as Hercules’ drilling segments, commodiiges are still a key driver of liftboat demand. e for liftboat
services in West Africa has been volatile, whiclrddées believes has been driven by budgetary cinsdrwith
major customers primarily in Nigeria.

On February 25, 2015, Hercules received a notigenfrSaudi Aramco terminating for
convenience its drilling contract for théercules 261, effective on or about March 27, 2015. Herculeseieed
subsequent notices from Saudi Aramco extendingeffertive date of termination to May 31, 2015. Qmé 1,
2015, Hercules received notice from Saudi Aramdaostating the drilling contract on thEercules 261, in
exchange for dayrate concessions on lteecules 261, Hercules 262 and Hercules 266 from their existing
contracted rates to $67,000 per day. These redisgdtes are effective retroactively from Januar2aiL5 through
December 31, 2016 for thdercules 261 and Hercules 262, and through the remaining contract term for the
Hercules 266.

Hercules has taken numerous actions to mitigateeffexts of the decline in activity levels,
including but not limited to: (i) cold stacking minigs and warm stacking four rigs since the foguhrter of 2014
to significantly reduce operating expenses; (fngicantly reducing its capital expenditures pladrfor 2015; and
(iii) significantly reducing its workforce, both shore and offshore. Hercules continues to mont®operating
environment and will respond to further activitwédé declines as appropriate. Hercules cannot prddiev an
extended period of low commodity prices will affégstoperations and liquidity levels.

B. Certain Events that Set the Stage for the Restructing and the Chapter 11 Cases.

Largely driven by the fluctuation in commodity pg; Hercules, like other companies in the
offshore drilling market, has faced challenges esmand for jackup rigs remains weak, while the markestill
scheduled to deliver a significant number of newbrigs in the next several years.

Specifically, revenue generated from the Domesfiftst@re segment for the first quarter 2015
decreased 63% to $52.9 million from $143.3 millionthe first quarter 2014, driven by lower utilicat and
dayrates on a reduced marketed rig fleet. Operatays during the first quarter 2015 declined to 83$s with
utilization of 60.1% as Hercules exited the quartith 9 marketed rigs, compared to 1,344 days oma8keted
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rigs at 83.0% utilization during the first quar914. Average revenue per rig per day decreas&89®03 in the
first quarter 2015 from $106,596 in the compara&tflé4 period. Operating expense decreased appre@tymzt%
to $36.0 million in the first quarter 2015 from $82million in the first quarter 2014, largely attitable to the
reduced number of marketed rigs in operation. Déim€xfshore generated operating income of $3.8ianilin the
first quarter 2015, compared to $51.5 million ie first quarter 2014.

International Offshore revenue declined to $51.@iomi in the first quarter 2015, from $80.9
million in the first quarter 2014, driven largely beduced utilization and partially offset by sliyhhigher dayrates.
Utilization decreased to 47.9% in the first quard®15 from 88.1% in the first quarter 2014, largelye to
scheduled downtime for equipment recertification tbe Hercules 262, as well as idle time on Hhercules
Triumph, Hercules Resilience andHercules 260. Average revenue per rig per day increased to $049in the first
quarter 2015 from $136,030 in the first quarter26fl4, driven in part by a demobilization fee of Sb4million
received for thédercules 208 following its contract conclusion, as well as hégliayrates on thidercules 261 and
Hercules 262 as these rigs rolled to new contracts. Operatkpgese in the first quarter 2015 was $50.2 milligm,
slightly from $47.5 million in the respective 20Jgkriod. Preparation costs for théercules 260 prior to
commencing its contract with a subsidiary of Equ.8. in Gabon, as well as mobilization costs of itteecules 208
to Malaysia, contributed to the increase in segmeetrating expenses. International Offshore reabedeoperating
loss of $20.9 million in the first quarter 2015 quaned to operating income of $14.6 million in theéop year
period.

International Liftboats revenue declined to $18.illiom in the first quarter 2015 from $32.5
million in the prior year period, due to lower i#dtion and dayrates. First quarter 2015 utilizatid 38.1% reflects
a continuation of lower activity in Nigeria as wal shipyard work on multiple boats in both Westio& and the
Middle East, and compares to 57.9% utilization nigirihe first quarter 2014 period. Average reveneeliftboat
per day decreased to $22,964 in the first quaf&bIrom $27,132 in the first quarter 2014, priyagiue to a shift
in revenue mix toward the smaller class liftboatslevlarger boats were in the shipyard. Operatixgeases in the
first quarter 2015 declined by 34% to $13.5 milli@ompared to $20.4 million in the first quarterlaQreflecting
lower activity levels and the impact of the Compgargost reduction measures. International Liftbagatorded an
operating loss of $0.4 million in the first quar@015 compared to operating income of $5.6 milliorthe first
quarter 2014.

C. Prepetition Restructuring Initiatives.

In early 2015, faced with a heavy debt burden aecliming revenues, Hercules hired financial

and legal advisors to evaluate a wide range ofoaptito improve Hercules’ financial position in teeent of a
prolonged market downturn. Hercules engaged B&ladts L.L.P. as legal restructuring counsel, Lazasda
financial advisor, and Deutsche Bank as an investrbanker. Hercules engaged in discussions witkenpial
financing sources and existing holders of Senidgielldo determine available options to enhancedigyiincluding
new financing and deleveraging measures and caesideoth out-of-court as well as bankruptcy coodused
alternatives. Hercules and its Board of Directmagefully considered and weighed each option withlienefit of
advice from its financial and legal advisors.

In March 2015, an ad hoc group of Hercules bondrsld-that would ultimately become the
Steering Group—formed and hired professionals tdsadthe group about options to protect their itwest in
Hercules bonds. The Steering Group engaged Akin gs8irauss Hauer & Feld LLP as its legal counsel thed
Blackstone Group as its financial advisor. ThasraHercules and the Steering Group entered inggptiations
regarding a potential restructuring transaction tinauld allow Hercules to substantially reducedébt burden and
secure additional liquidity to help Hercules nawggthe current downcycle. The Restructuring Suppgreement,
discussed below, contemplates a value maximiziagsaction for Hercules, providing for a balanceeshe
restructuring while operations continue as usuhe new capital structure provided by the financéstructuring
contemplated by the Restructuring Support Agreeraadtthe Plan will provide the best foundationHarcules to
meet the challenges in the global offshore drilimgrket due to the downcycle in crude oil priced the expected
influx of newbuild jackup rigs over the coming yeas well as an opportunity for all of its existstgkeholders to
participate in any recovery. Although holders miséng equity interests in HERO are out of the mpmand not
entitled to a distribution under the Plan, the Bfaovides that holders of such equity interestd witeive New
HERO Equity Interests and New HERO Warrants, sg las they do not opt out of granting the voluntaigases
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contained in the Plan. Holders of existing eqintgrests that elect to not grant such releasdt rebtareceive any
consideration under the Plan because such holdersubstantially out of the money under absoluterity
principles.

In anticipation of the Chapter 11 Cases, the Dabapted to conserve cash and not to make
certain interest payments due on July 15, 2015estainn of the Senior Notes. The aggregate amofitihase
interest payments was $17.5 million.

D. The Restructuring Support Agreement.

On June 17, 2015, after weeks of intensive negotiat the Debtors and the Steering Group, who
together hold in excess of two-thirds of the aggtegrincipal amounts outstanding under the Seévides, entered
into the Restructuring Support Agreement.

The Restructuring Support Agreement sets forthjestitto certain conditions, the commitment to
and obligations of, on the one hand, the Debtard,an the other hand, the Steering Group membersrinection
with a restructuring of the Senior Notes and theREEEquity Interests pursuant to the Plan. The ,Ridoich will
substantially reduce the Debtors’ debt burden aotidif/ the Debtors’ long-term growth and operating
performance, is based on the restructuring terretshitéached to and incorporated by reference irRénructuring
Support Agreement (thélerm Sheet).

Under the Plan as proposed, which requires Banéyuourt approval, the Debtors’ trade
creditors, employees and vendors are expected pmigein full in the ordinary course of businessdall of the
Debtors’ contracts are expected to remain in effeatcordance with their terms preserving thetsgi all parties.

Pursuant to the terms of the Restructuring Supfigreement, the Steering Group Members have
agreed, among other things, and subject to cestaiditions’

e not to support any restructuring, reorganizatidanpr sale process that is inconsistent with the
Restructuring Support Agreement;

e not to instruct an agent or indenture trustee for af the Senior Notes to take any action that is
inconsistent with the terms and conditions of thestRicturing Support Agreement, including,
without limitation, the declaration of an event @éfault, or acceleration of the Senior Notes
arising from, relating to, or in connection withetlexecution of the Restructuring Support
Agreement; and at the request of the Company, teewa agree to forbear from exercising any
right to take action in respect of any default otederation that may occur automatically without
action of any as a result of the operation of titentures governing the Senior Notes; and

» to vote to accept the Plan.
The Company has agreed, among other things, anfecsubd certain conditions:

e to use reasonable best efforts to obtain approyathe Bankruptcy Court of the documents
required in connection with the Plan;

® In the event of any inconsistency between thizDsure Statement and the Restructuring Suppaeekgent,
the terms of the Restructuring Support Agreemeall gjovern.
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e to take no action that is materially inconsisterithwihe Restructuring Support Agreement, the
Term Sheet or the Plan; and

e not to support any alternative plan or transactiiver than the Plan.

Pursuant to the terms of the Restructuring Suppgreement, all documentation necessary to
implement the Plan and the Restructuring is sulifeche approval of the Steering Group Members, thnd, the
Debtors may not make any filings with the Bankryp@ourt without the approval of the Steering Group.

The Term Sheet contemplates that the Debtors adtganize as a going concern and continue
their day-to-day operations substantially as culyeronducted. The Restructuring contemplatedngyTerm Sheet
and the Plan is expected to provide a substargdilation in the Debtors’ funded debt obligatiomgluding the
following principal terms:

* A new capital raise of first lien debt with a matyirof 4.5 years and bearing interest at LIBOR
plus 9.5% per annum (1.0% LIBOR Floor), payableash, issued at a price equal to 97% of the
principal amount. The first lien debt will consaft $450 million for general corporate use and to
finance the remaining construction cost of the Canys newbuild rig, thédercules Highlander,
and will be guaranteed by substantially all of tHERO’s U.S. domestic and international
subsidiaries and secured by liens on substantdlllyf HERO’s domestic and foreign assets. The
first lien debt will include financial covenantsdaather terms and conditions.

* An exchange of $1.2 billion in principal amount ®Enior Notes for 96.9% of the New HERO
Common Stock.

If the Plan is consummated as contemplated by #enTSheet, holders of the HERO Equity
Interests will hold 3.1% of the New HERO Common c&t@nd will receive warrants to purchase New HERO
Common Stock on a Pro Rata basis despite the freakration of the Company. The Debtors and theefftg
Group provided an opportunity for holders of HERQuEy Interests to participate in the long-termgtio of the
Company despite the fact that holders of HERO Fduterests are out of the money so as to ensusxp@ditious
and efficient emergence from the Chapter 11 Cages.New HERO Warrants will be exercisable at ametuntil
their expiration date for a per share price bagemhua $1.55 billion total enterprise value. Theieatpn date for
the New HERO Warrants will be six years from théEfive Date of the Plan, subject to earlier exjpraupon the
occurrence of certain extraordinary events. Iftdrens for exercise of the New HERO Warrants arenmett before
the applicable expiration date, then holders of BERquity Interests shall receive only 3.1% of thewNHERO
Common Stock and shall not realize any value utiieterms of the Warrants. Because holders of HEgQity
Interests are substantially out of the money umadbsolute priority principles, holders of HERO Eguitterests that
opt not to grant the releases contained in Arfilleof the Plan shall not receive the New HERO Hyguinterests or
New HERO Warrants that they would otherwise recaineler the Plan and shall not receive any distiobut
whatsoever under the Plan.

The Restructuring Support Agreement may be termathapon the occurrence of certain events,
including the appointment of an official committeleequity security holders in the Chapter 11 Casebthe failure
to meet specified milestones related to filing, foomation and consummation of the Plan, among other
requirements, and in the event of certain breatlyethe parties under the Restructuring Support &gent as
amended. The milestones referenced above acdi@sd:

» onor before July 13, 2015, the Debtors shall comraesolicitation of the Plan;
» on or before August 22, 2015, the Debtors shallmence the Chapter 11 Cases;
» on or before October 22, 2015, the Court shall cemoa a hearing to confirm the Plan; and

» on or before November 7, the Debtors will exit dieaji 1.
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Given the consensus among the majority of holdérSemior Notes, as evidenced by the Restructurimgp8rt
Agreement, the Debtors believe that they will emefipm chapter 11 expeditiously, and with an sigaifitly
improved balance sheet that will allow the ReorgadiDebtors to succeed in a competitive indusirige Debtors
believe that this outcome would be in the bestr@dts of the Debtors, their estates and all stdéderm

VI. THE ANTICIPATED CHAPTER 11 CASES

Under the terms of the Restructuring Support Agresgnand the milestones set forth therein, the
Debtors anticipate filing a voluntary petition f@lief under chapter 11 of the Bankruptcy Code ohajore August
22, 2015.

The filing of a petition will commence the Chaptet Cases. At that time, all actions and
proceedings against the Debtors and all acts tirptroperty from the Debtors will be stayed unsiestion 362 of
the Bankruptcy Code. The Debtors will continueoprate their business and manage their properdgbi®rs in
possession under sections 1107(a) and 1108 ofahkrBptcy Code.

The Debtors expect to proceed expeditiously throthgh Chapter 11 Cases. To facilitate the

Chapter 11 Cases and to minimize disruption tor tbperations, the Debtors will file motions seekiingm the
Bankruptcy Court, among other relief, the reliefalled below. These requests will include, but moe limited to,
orders permitting the Debtors to pay employee altiligns, pay allowed unsecured claims in the orgicaurse of
business, and maintain its cash management systelnding authorizing the transfer of funds amohg Debtors
and the Non-Debtor Subsidiaries, consistent witlichles’ customary practices, for the purpose ofsang or
paying Hercules’ ordinary course operating expen&asgch relief, if granted, will assist in the adistration of the
Chapter 11 Cases. There can be no assurance, éioweat the Court will grant any or all of theieélsought.

Commencing the Chapter 11 Cases will enable thedbebo implement a financial restructuring
on the terms set forth in the Restructuring Suppgreement and the Plan with little to no disruptaf Hercules’
mobile rig and liftboat business. The Debtorséxadithat the transactions contemplated by the Wilhdeleverage
its balance sheet, improve go-forward liquiditydamosition Hercules for flexibility and future grtlwin the
industry.

A. Expected Timetable of the Chapter 11 Case.

Pursuant to the Restructuring Support Agreemeng Bebtors are required to proceed
expeditiously through chapter 11 in accordance whk milestones, which require the Debtors to obtai
confirmation of the Plan within 61 days of the Reti Date, and consummate the Plan within 77 d&ylseoPetition
Date.

While the Debtors will request that the Court amerdhe timetable set forth in the Solicitation
Procedures Motion (as defined herein) on the BatiDate, no assurances can be made that such wallidie
granted. The failure to meet the milestones aratilitees set forth in the Restructuring Support Agnent could
derail the orderly restructuring of the Debtorgjreficant financial obligations.

B. Significant First Day Motions and Retention of Proéssionals.

On the Petition Date, the Debtors intend to filgesal motions requesting that the Court enter
orders authorizing the Debtors to continue opegatineir business in the ordinary course (th€rst Day
Motions”). These First Day Motions are designed to featdi a smooth transition into chapter 11 and elase t
strain on Hercules’ business as a consequenceadilitty of the Chapter 11 Cases. There is no @utae that the
Court will grant any or all of the requested relidhe following summary highlights certain of thé&sf Day
Motions that are presently expected to be filed.
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Approval of Solicitation Procedures and Schedulingf Confirmation Hearing

The Debtors will be seeking confirmation of therP&nd emergence from chapter 11 as soon as
possible. To that end, the Debtor intends to dileotion (the Plan _Scheduling Motiorf) on the Petition Date
requesting that the Court enter an order (a) sdimeda combined hearing to consider, among othiegt) approval
of the adequacy of the Disclosure Statement anfiromation of the Plan, (b) approving the form armtice of the
Confirmation Hearing, (c) establishing a deadlind arocedures for objections to the Disclosurecstant and the
Plan, (d) approving the Solicitation Procedures @)dapproving the First Lien Exit Facility Soligiton Procedures.
The Debtors will seek the earliest possible darenjiged by the applicable rules and the Court'sndhr for the
combined Confirmation Hearing.

Schedules and Statements Extension/Waiver

In general, a Debtors’ Schedules of Assets andilitiab and Statement of Financial Affairs (the
“Schedules and Statementy permit parties in interest to understand ancesssa Debtors’ assets and liabilities
and, thereafter, negotiate and confirm a plan ofganization. When, as in the case of the Debthesdebtor has
already negotiated a prepackaged plan of reorgiémizthat lacks any need for proofs of claim tofibed because
creditors other than holders of the Senior Notds bvé paid in full subject only to the Company’'glhits, if any,
under any agreements with such creditors, the $tdedand Statements will also lack the central fieoé
assisting creditors with determining whether thiegudd file a proof of claim. As such, requiringetBchedules and
Statements to be filed notwithstanding confirmatafnthe Plan would only impose an additional adsthaitive
burden on and expense to the Debtors’ estatesputiiny corresponding benefit to parties in interd® that end,
the Debtors expect to file a motion seeking entinaw order (i) extending the deadlines to file Qfiles and
SOFAs by ninety (90) days and (ii) permanently waivthe requirement to file Schedules and SOFAkédfPlan is
confirmed before such extension expires.

Stabilizing Operations

Recognizing that any interruption of Hercules’ Imesis, even for a short period, could negatively

impact customer and vendor relationships and Hestgloodwill, revenue, and profits, which would detrimental

to the value of the Debtors’ estates, the Debtend to file certain First Day Motions to ensutabdlization of its
operations. The First Day Motions that the Debtangently contemplate filing are identified belowhe Debtors
may add or remove First Day Motions from this bgffore filing. Although the Non-Debtor Subsidiariare not
presently contemplated to be Debtors in the Chabte€Cases, out of an abundance of caution, thedbeltill
request entry of orders authorizing the Debtongay directly, or indirectly through its Non-DebtSubsidiaries, as
applicable, specific unpaid obligations of the N@@btor Subsidiaries related to the operation ofcHies’ business
that arose prior to the Petition Date, subjechtoAggregate Non-Debtor Subsidiary Cap (as defirezdin).

€) Cash Management System.

Hercules maintains a centralized cash managemstersycontrolled by the Debtors in the United
States designed to collect, track, aggregate, @&imlie cash on a daily basis between the Debtutdle Non-
Debtor Subsidiaries. To facilitate a smooth tramsiinto the Chapter 11 Cases, the Debtors intersttek authority
to continue using the existing cash managemenemsysbank accounts, and business forms and to c@ntin
intercompany transactions. In connection with teigef, the Debtors will also seek authority tokedransfers to,
or on behalf of, the Non-Debtor Subsidiaries inesrtb satisfy operating expenses.

(b) Wages Motion.

The Debtors’ ability to manage their mobile driffirig and liftboat businesses requires the
continued focus and commitment of its employeesywamembers, and independent contractors. Thesgduodls
rely on their compensation and benefits to payrttiaily living expenses, absent which they wouldelsposed to
significant financial difficulties. The Debtorsroaot afford for these individuals to be distractgdunnecessary
concern over the payment of their wages and otkeefits in the ordinary course of operations. Meoer, the
Debtors have substantial cash on hand to pay ti@ggmtions. Accordingly, the Debtors intend tels@uthority to
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(a) pay all prepetition wages, salaries, and otttanpensation to the Debtors’ employees, crew mesnlaard
independent contractors; (b) continue all beneftigpams and policies, consistent with the ordineoyrse of
business and past practices, on a postpetitiors,babkiether arising before or after the PetitioneDaind (c) alter,
modify, or discontinue employee benefit programghasDebtors deems necessary.

(c) Vendor Motion.

In the ordinary course of its business, the Debtetg on a variety of vendors and service
providers (many of which are not located in the tehiStates). Although the Debtors expect to papfatheir
obligations in full pursuant to the Plan, someh# Debtors’ vendors and service providers may mahess seek to
terminate their relationship with the Debtors dempayment terms, to the detriment of the Debiarthe event that
the Debtors fail to timely honor outstanding obtigas as they become due. To avoid the potentaddlyimental
effects of any such party’s efforts to terminate iielationship with the Debtors and to ensure eniopted
operations and a seamless transition through ttept€h 11 Cases, the Debtors intend to seek authmripay
directly, or indirectly through its Non-Debtor Sidtiaries, in the ordinary course of business, tm®ants owed to
their vendors and service providers.

(d) Taxes.

Although the Debtors expect to pay all taxes argllagory obligations in full pursuant to the
Plan, in order to minimize the potential disruptionHercules’ business during the Chapter 11 CabesDebtors
intend to seek authority to pay directly, or indifg through the Non-Debtor Subsidiaries, the Deditéees and
other similar charges and assessments, as wedlrasrctaxes, whether arising prior, or subsequenthe Petition
Date, to the appropriate taxing, licensing, aneéogovernmental authorities.

(e) Utilities.

The Debtors incur utility expenses for electricitglephone, and other essential services in the
ordinary course of their business at their glolsdguarters located in Houston, Texas. The Debttasd to seek
approval of adequate assurance procedures in thet ¢vat any utility provider makes a demand foecadhte
assurance or otherwise threatens to alter, refustiscontinue utility service to the Debtors.

® Insurance.

In connection with the operation of its busines® Debtors maintain comprehensive insurance
programs that include a variety of policies throggkeral different insurance carriers. The inscegorograms are
essential to preserve the Debtors’ business opegtproperty, and assets. Moreover, the Debterseguired to
maintain the various insurance programs by variegsilations, laws, loan agreements, and contraetsgovern
the Debtors’ maritime and commercial activity. the event any obligations arising under the instegorograms
may be attributed to prepetition insurance coverdgeDebtors believe that payment of the obligetis necessary
to ensure continued coverage. Similarly, continpagment of such obligations as they come due énotidinary
course of business is necessary in order to maingdationships with the Debtors’ insurance casri@nd ensure the
continued availability and pricing of insurance emage. Accordingly, the Debtors intend to seekaritly to pay
directly, or indirectly through the Non-Debtor Sidiaries, any obligations on account of insurancegpams,
including premiums, deductibles, taxes, and fedwther arising prior or subsequent to the Petibate.

Procedural Motions and Professional Retention Apptiations.

The Debtors intend to file several procedural mutidthat are standard in chapter 11 cases of
similar size and complexity, as well as applicagido retain the various professionals who will Issisting the
Debtors during the Chapter 11 Cases.
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VII. SUMMARY OF THE PLAN

The proposed restructuring under the Plan is fdlerdor the Debtors and all stakeholders
because it achieves a substantial deleveragingh@fGompany’s balance sheet through consensus Wwih t
overwhelming majority of creditors and eliminatestgntial deterioration of value—and disruptionsworldwide
operations—that could otherwise result from a @rcted, contentious and costly bankruptcy case.

A. Unclassified Claims.

Unclassified Claims Summary

In accordance with section 1123(a)(1) of the Baptay Code, the Plan does not classify
Administrative Claims, Priority Tax Claims and F€&ims. The aggregate amount of AdministrativeirGéa
Priority Tax Claims and Fee Claims for all Debt@wr®stimated to be approximately $25 million ashef Effective
Date based on an estimate of $16.4 million for EEéms (assuming that all professionals are engagesliant to
the terms of their agreements with the Company).

€)) Administrative Claims

Each holder of an Allowed Administrative Claim (etlthan an Administrative Claim that is a Fee
Claim) as of the Effective Date shall receive,uti &nd final satisfaction, settlement, releasel discharge of, and
in exchange for, such Administrative Claim, (i) @asm an amount equal to the amount of such Allowed
Administrative Claim as soon as reasonably prasticafter either (a) the Effective Date, if suchrdidistrative
Claim is Allowed as of the Effective Date, (b) ti{30) days after the date such Administrativeifilaecomes an
Allowed Administrative Claim, if such AdministragvClaim is Disputed as of, or following, the Effieet Date, or
(c) the date such Allowed Administrative Claim bems due and payable in the ordinary course of basiin
accordance with the terms, and subject to the tiondi of any agreements governing, instrumentdenging, or
other documents relating to, the applicable traimaqiving rise to such Allowed Administrative @ia if such
Allowed Administrative Claim is based on liabilisieincurred by the Debtors in the ordinary coursethafir
business; or (ii) such other treatment as the Debthe Steering Group and such holder shall hayeead in
writing.

(b) Fee Claims

Final Fee Applications The Bankruptcy Court shall determine the Allowsdounts of Fee
Claims after notice and a hearing in accordancé tie procedures established by the Bankruptcy Cotlee
Reorganized Debtors shall pay Fee Claims in Cagheramount Allowed by the Bankruptcy Court. Aduests
for compensation or reimbursement of Fee Claim$ bléfiled and served on the Reorganized Debtmyansel to
the Reorganized Debtors, the U.S. Trustee, coutts¢he Steering Group, and such other entities \al®
designated by the Bankruptcy Rules, the Confirnma@uder, or other order of the Court, no later tfanty-five
(45) days after the Effective Date, unless othezvaeigreed by the Debtors (with the consent of teer8tg Group).
Holders of Fee Claims that are required to file aedre applications for final allowance of theieRelaims that do
not file and serve such applications by the reguuleadline shall be forever barred from assertingh Claims
against the Debtors, Reorganized Debtors, or ttesipective properties, and such Fee Claims shatiemened
discharged as of the Effective Date. Objectionang Fee Claims must be filed and served on thedrewed
Debtors, counsel to the Reorganized Debtors, cotimgbe Steering Group, and the requesting paotjater than
thirty (30) days after the filing of the final ajgations for compensation or reimbursement (untdlssrwise agreed
by the party requesting compensation of a Fee §laim

Payment of Professional FeesThe Reorganized Debtors shall pay in full Feaii@$ in Cash as
soon as reasonably practicable after such Claim#\owed by order of the Bankruptcy Court.

Post-Effective Date Fees and ExpensesThe Reorganized Debtors shall pay in Cash the

reasonable legal, professional, or other fees aqerses incurred by the Debtors’ and the Steeringuiis
Professionals on and after the Effective Datehendrdinary course of business, and without anthéumnotice to or
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action, order, or approval of the Court. Upon Hféective Date, any requirement that Professiogalsiply with
sections 327 through 331 of the Bankruptcy Codseieking retention or compensation for services amul after
such date shall terminate, and Professionals magnioyed and paid in the ordinary course of bissingithout
any further notice to, or action, order, or apptafathe Court.

(c) Priority Tax Claims

Each holder of an Allowed Priority Tax Claim duedgpayable on or before the Effective Date
shall receive, as determined by the applicable @efwith the consent of the Steering Group), irl &nd final
satisfaction, settlement, release, and dischargendfin exchange for, such Priority Tax Claimp@yment in full in
Cash, payable in equal Cash installments madecpragerly basis in accordance with section 1129§&J)) of the
Bankruptcy Code, over a period not to exceed fajeyears following the Petition Date, plus statytorterest on
any outstanding balance from the Effective Datégutated at the prevailing rate under applicablabamkruptcy
law for each taxing authority and to the extentvated for by section 511 of the Bankruptcy Codej ama manner
not less favorable than the most favored nonpyidggieéneral Unsecured Claim provided for by the Réher than
cash payments made to a class of creditors pursoagiction 1122(b) of the Bankruptcy Code); or giich other
treatment as may be agreed upon by such holdeBdahtors and the Steering Group or otherwise détemainupon
a Final Order of the Court.

(d) U.S. Trustee Fees

Notwithstanding anything to the contrary contairfesiein, on the Effective Date, the Debtors
shall pay, in full, in Cash, any fees due and owimthe U.S. Trustee at the time of Confirmatiddn and after the
Effective Date, the Reorganized Debtors shall spaasible for filing required post-confirmation ces and
paying quarterly fees due to the U.S. Trustee lier Reorganized Debtors until the entry of a finatrée in the
Chapter 11 Cases or until the Chapter 11 Casesoarerted or dismissed.

B. Classified Claims and Equity Interests
1. Class 1 - Other Priority Claims (Subclasses 1a-10).
a. Classification: Class 1 consists of Other Priority Claims.
b. Treatment: Except to the extent that a holder of an Allow@ther Priority

Claim and the Debtors (with the consent of the iBigeGroup) agree in writing
to less favorable treatment, in full and final siction, settlement, release, and
discharge of, and in exchange for, each Allowede®triority Claim, each
holder of an Allowed Other Priority Claim shall e#ee (i) payment in Cash in
an amount equal to such Allowed Other Priority @lais soon as practicable
after the later of (a) the Effective Date and (hyty (30) days after the date
when such Other Priority Claim becomes an Allowetied Priority Claim or
(ii) such other treatment, as determined by thet@sh(with the consent of the
Steering Group), that will render it Unimpaired gusnt to section 1124 of the
Bankruptcy Code.

C. Voting: Class 1 is Unimpaired by the Plan, and eacheraddl a Class 1 Other
Priority Claim is conclusively presumed to haveeqted the Plan pursuant to
section 1126(f) of the Bankruptcy Code. Therefdrelders of Class 1 Other
Priority Claims are not entitled to vote to accepteject the Plan.

2. Class 2 - Other Secured Claims (Subclasses 2a-20).

a Classification: Class 2 consists of Other Secured Claims.
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Treatment: Except to the extent that a holder of an Allow@ther Secured
Claim and the Debtors (with the consent of the iBigeGroup) agree in writing
to less favorable treatment, in full and final stction, settlement, release and
discharge of and in exchange for such Other SecQfeiin, each holder of an
Allowed Other Secured Claim shall, as determinedth®y Debtors (with the
consent of the Steering Group), receive (i) Caslarinamount equal to such
Allowed Other Secured Claim, including any interest such Allowed Other
Secured Claim, if such interest is required to &iel pursuant to sections 506(b)
and/or 1129(a)(9) of the Bankruptcy Code, as saopracticable after the later
of (a) the Effective Date, and (b) thirty (30) dagfier the date such Other
Secured Claim becomes an Allowed Other SecuredrCléi) the Collateral
securing its Allowed Other Secured Claim as sooprasticable after the later
of (a) the Effective Date and (b) thirty (30) dagfer the date such Other
Secured Claim becomes an Allowed Other SecuredhClar (iii) such other
treatment, as determined by the Debtors (with tbesent of the Steering
Group), that will render it Unimpaired pursuant section 1124 of the
Bankruptcy Code.

Voting: Class 2 is Unimpaired by the Plan, and eachdradd a Class 2 Other
Secured Claim is conclusively presumed to havemedethe Plan pursuant to
section 1126(f) of the Bankruptcy Code. Therefdrelders of Class 2 Other
Secured Claims are not entitled to vote to accepject the Plan.

Class 3 — Senior Notes Claims (Subclasses 3a-30).

a.

b.

Classification:  Class 3 consists of Senior Notes Claims.

Treatment: Except to the extent that a holder of an Allovghior Notes Claim
and the Debtors (with the consent of the Steerirau® agree in writing to less
favorable treatment, in full and final satisfactiosettiement, release, and
discharge of, and in exchange for, each Senior $\Glaim, on or as soon as
practicable after the Effective Date, each holdeam Allowed Senior Notes
Claim shall receive its Pro Rata share of the Sadaies Equity Distribution.

In addition to the foregoing, each holder of anodléd Senior Notes Claim that
is an Eligible Noteholder shall have the opporttit participate, on a Pro Rata
basis, in the First Lien Exit Facility in accordaneith the terms and conditions
set forth in the First Lien Exit Facility Subsciigmt Procedures during the period
from the Petition Date through the date of the @ordtion Hearing. The
opportunity to participate in the First Lien Exiaé¢tlity does not constitute a
distribution to the holders of Allowed Senior No&kims on account of their
Claims.

Guarantee Claims: Each holder of an Allowed Senior Notes Claimlishaly
receive one recovery in full and complete satigfacof all Senior Notes Claims
and all Guarantee Claims that may be held by swdtten, which recovery is
specified in Article V11.B.3(b) above.

Voting: Class 3 is Impaired. Holders of Class 3 Semotes Claims are

entitled to vote to accept or reject the Plan, gled that the Debtors are not
soliciting the votes of Non-Eligible Noteholdersydaany votes cast by Non-
Eligible Noteholders will not be counted.
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Class 4 — General Unsecured Claims (Subclasses 48-4

a.

d.

Classification: Class 4 consists of General Unsecured Claims.

AllowanceEach General Unsecured Claim in Class 4 shall bew&ld unless
such Claim is Disputed. For the avoidance of doabtprovision of the Plan
shall diminish, enhance, or modify any applicablentankruptcy legal,
equitable, and/or contractual rights of a holdea @eneral Unsecured Claim to
receive payment on account of such General UnseédCig@m in Class 4, which
are “riding through” the Chapter 11 Cases underRfan as if the Chapter 11
Cases had not been commenced.

Treatment: In full and final satisfaction, settlement, releaaad discharge of,
and in exchange for, each Allowed General Unsec@eadn, on the Effective
Date, each holder of an Allowed General UnsecuréainC shall, at the
discretion of the Debtors (with the consent of 8teering Group), and only to
the extent such holder’s Allowed General Unsect&m was not previously
paid in the ordinary course of business, pursuardart order of the Court, or
otherwise: (i) have its Allowed General Unsecureldif@ Reinstated as an
obligation of the applicable Reorganized Debtod ba paid in accordance with
ordinary course terms, (ii) receive such othertiremt as may be agreed
between such holder and the Debtors (with the cdredfehe Steering Group) or
(iii) receive such other treatment, as determingdtlie Debtors (with the
consent of the Steering Group), that will rendetUitimpaired pursuant to
section 1124 of the Bankruptcy Code. Payment of Adlowed General
Unsecured Claim is subject to the rights of the tbet) Reorganized Debtors or
any other party in interest to dispute such Clagnifdhe Chapter 11 Cases had
not been commenced in accordance with applicabteantkruptcy law.

Notwithstanding anything to the contrary in therRlantil an Allowed General
Unsecured Claim in Class 4 (including Cure Claintst arises prior to the
Effective Date has been (x) paid in full in accorca with applicable law, or on
terms agreed to between the holder of such Claiththa Debtor (with the
consent of the Steering Group) or Reorganized Debtdn accordance with the
terms and conditions of the particular transact@iosing rise to such Claim, or
(y) resolved pursuant to the disputed claims progesi applicable to General
Unsecured Claims under Article VIII.LA.3 of the Plafa) the provisions of
Article VII.A.C-H of the Plan shall not apply orke effect with respect to such
Claim, (b) such Claim shall not be deemed setfetisfied, resolved, released,
discharged, or enjoined by any provision of thenPland (c) the applicable
Reorganized Debtor shall remain liable for suchif@éa For the avoidance of
doubt, upon the satisfaction of subpart (x) or ¢§)the foregoing sentence,
subparts (a)-(c) of the foregoing sentence shalbonger apply under the Plan.
Holders of Allowed General Unsecured Claims in €ldsshall not be required
to file a Proof of Claim with the Bankruptcy Couittlolders of Allowed General
Unsecured Claims in Class 4 (including Cure Claistsll not be subject to any
claims resolution process in Bankruptcy Court inrgection with their Claims,
and shall retain all their rights under applicabtmbankruptcy law to pursue
their Allowed General Unsecured Claims in Classgaimst the Debtors or
Reorganized Debtors in any forum with jurisdictiomer the parties. The
Debtors and Reorganized Debtors shall retain #irdes, counterclaims, rights
to setoff, and rights to recoupment as to Allowesh&al Unsecured Claims in
Class 4. If the Debtors (with the consent of thteeSng Group) or the
Reorganized Debtors dispute any Allowed Generaledmsed Claims in Class
4, such dispute shall be determined, resolved judazhted in the manner as if
the Chapter 11 Cases had not been commenced. tNstiaviding the foregoing,
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any holder of a Claim who files a Proof of Clainalitbe subject to the Article
VII of the Plan unless and until such holder withds such Proof of Claim, and
nothing herein limits the retained jurisdiction thie Bankruptcy Court under
Article Xl of the Plan.

Voting: Class 4 is Unimpaired, and each holder of asCa&eneral Unsecured
Claim is conclusively presumed to have acceptedPae pursuant to section
1126(f) of the Bankruptcy Code. Therefore, holdefsClass 4 General
Unsecured Claims are not entitled to vote to acoepgject the Plan.

Class 5 — Intercompany Claims (Subclasses 5a-50).

a.

b.

Classification: Class 5 consists of Intercompany Claims.

Treatment: In full and final satisfaction, settlement, r@de, and discharge of,
and in exchange for, each Allowed Intercompany @Jan the Effective Date,
each Intercompany Claim shall be Reinstated. Qhadter the Effective Date,
the Reorganized Debtors and the Non-Debtor Subgdiavill be permitted to
transfer funds between and among themselves agldteymine to be necessary
or appropriate to enable the Reorganized Debtorsatisfy their obligations
under the Plan. Except as set forth herein, aap@és to intercompany account
balances resulting from such transfers will be aoted for and settled in
accordance with the Debtors’ and the Non-Debtor silidries’ historical
intercompany account settlement practices.

Voting: Class 5 is Unimpaired. Holders of Class 5 kedenpany Claims are
conclusively presumed to have accepted the Plasupnt to section 1126(f) of
the Bankruptcy Code. Therefore, holders of Classt&company Claims are
not entitled to vote to accept or reject the Plan.

Class 6 — Intercompany Interests (Subclasses 6a-60)

a.

b.

Classification: Class 6 consists of Intercompany Interests.
Treatment: On the Effective Date, Intercompany Interestdldie Reinstated.

Voting: Class 6 is Unimpaired. Holders of Class 6 kdempany Interests are
conclusively presumed to have accepted the Plasupnt to section 1126(f) of
the Bankruptcy Code. Therefore, holders of Clagst€&company Interests are
not entitled to vote to accept or reject the Plan.

Class 7 — HERO Equity Interests (Subclasses 7a-70).

a.

b.

Classification: Class 7 consists of HERO Equity Interests.

Treatment: On the Effective Date, HERO Equity Interestslisba cancelled
and discharged and shall be of no further forcefiect, whether surrendered for
cancellation or otherwise, and holders of HERO Bqunterests shall not
receive or retain any property under the Plan aoaat of such HERO Equity
Interests. Notwithstanding the foregoing, on osasn as practicable after the
Effective Date, holders of HERO Equity Interestalsheceive, in exchange for
the surrender or cancellation of their HERO Equiterests and for the releases
by such holders of the Released Parties, their Rata share of (1) the
Shareholder Equity Distribution and (2) the New HERVarrants; provided,
however, that any holder of a HERO Equity Intertsit opts not to grant the
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voluntary releases contained in Article VII.F oétRlan shall not be entitled to
receive its Pro Rata share of the Shareholder ¥Eduigtribution and the New

HERO Warrants and shall not receive any considaeraith exchange for the
surrender or cancellation of its HERO Equity Ingtseor any distribution

whatsoever under the Plan; and provided, furthet, notwithstanding Article

VIII.B.8, the Debtors (with the consent of the Steg Group) may provide any
holder of a HERO Equity Interest that would othessvbe entitled to receive a
distribution of less than one (1) share of the Né®RO Common Stock under
this Article 111.D.7.(b) with a distribution of ongl) share of New HERO

Common Stock.

C. Voting: Class 7 is Impaired. Holders of Class 7 Equityerests are
conclusively presumed to have rejected the Plasyaunt to section 1126(g) of
the Bankruptcy Code. Therefore, holders of ClastERO Equity Interests are
not entitled to vote to accept or reject the Plan.

Special Provision Regarding Unimpaired and Reinstad Claims

Except as otherwise specifically provided in tharRInothing herein shall be deemed to affect,
diminish, or impair the Debtors’ or the ReorganiZ@ebtors’ rights and defenses, both legal and eblet with
respect to any Reinstated Claim or Unimpaired Claitiuding, but not limited to, legal and equitalilefenses to
setoffs or recoupment against Reinstated Claimdnampaired Claims. Except as otherwise specificplovided
in this Plan, nothing herein shall be deemed ta baiver or relinquishment of any Claim, Cause ofién, right of
setoff, or other legal or equitable defense whiah Debtors had immediately prior to the PetitiorteDagainst, or
with respect to, any Claim left Unimpaired by tHarP? Except as otherwise specifically providedhis Plan, the
Reorganized Debtors shall have, retain, resendparentitled to assert, all such Claims, Causégtién, rights of
setoff, and other legal or equitable defenses witiely had immediately prior to the Petition Datdyfas if the
Chapter 11 Cases had not been commenced, and thik @ebtors’ legal and equitable rights with respge any
Reinstated Claim or Claim left Unimpaired by thigrP may be asserted by the Reorganized Debtors thite
Confirmation Date and the Effective Date to the saxtent as if the Chapter 11 Cases had not beemeaced.

C. Means for Implementation of the Plan

Operations Between the Confirmation Date and Effedte Date.

During the period from the Confirmation Date thrbuand until the Effective Date, the Debtors
may continue to operate their businesses as debtpessession, subject to all applicable ordeth@Bankruptcy
Court and any limitations set forth in the Restuicty Support Agreement.

First Lien Exit Facility.

On or before the Effective Date, the Debtors (vitite consent of the Steering Group) shall be
authorized, without the need for any further cogperaction or without any further action by the eb or the
Reorganized Debtors, as applicable, to enter meoFirst Lien Exit Facility Credit Agreement, the st Lien Exit
Facility Documents and any ancillary documents ssagy or appropriate to satisfy the conditionsffectiveness
of the First Lien Exit Facility. The proceeds dietFirst Lien Exit Facility shall be used to (i)ypthe final
installment and related expenses, costs and chamgds approximate amount of $200 million relatedthe
construction and purchase of the Highlander, @y the Restructuring Expenses and (iii) provide Rle@rganized
Debtors and the Non-Debtor Subsidiaries with waglktapital for their post-Effective Date operati@ml for other
general corporate purposes. The First Lien Extiliea shall be Secured by first priority securiigterests in
substantially all of the assets of the Reorganlzeftors and the Non-Debtor Subsidiaries that asgaguors under
the First Lien Exit Facility, including without lifiation, the Highlander and all contracts relai@the Highlander.

Prior to the Petition Date, the Debtors and certdithe Steering Group Members entered into the
First Lien Exit Facility Commitment Letter, pursdaio which such Steering Group Members agreed twige
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backstop commitments for the First Lien Exit Fagili As set forth in Article 111.D.3 of the Planaeh holder of an
Allowed Senior Notes Claim that is an Eligible Nodéder shall have the opportunity to participate,aoPro Rata
basis, in the First Lien Exit Facility in accordenwith the terms and conditions set forth in thestFLien Exit

Facility Subscription Procedures during the pefioan the Petition Date through the date of ConfitioraHearing.

The opportunity to participate in the First LieniEkacility does not constitute a distribution teetholders of
Allowed Senior Notes Claims on account of theiri@g

Nonconsensual Confirmation.

The Debtors intend to request confirmation of tfenRunder section 1129(b) of the Bankruptcy
Code with respect to any impaired Class that hasaocepted or is deemed to have rejected the Rlesugnt to
section 1126 of the Bankruptcy Code, including €lagHERO Equity Interests).

Cancellation of Certain Indebtedness, Agreementsnal Existing Securities.

On the Effective Date, except as otherwise spetifiprovided for in the Plan, the obligations of
the Debtors under the Restructuring Support Agregmihe Senior Notes, the Guarantees, the SenidesNo
Indentures, the HERO Equity Interests, and anyratbgificate, share, note, bond, indenture, pwsehéght, option,
warrant, or other instrument or document directlyndlirectly evidencing or creating any indebtednesobligation
of or ownership interest in any of the Debtors myivrise to any Claim or Equity Interest (excepthsuaertificates,
notes, or other instruments or documents evidenicidgbtedness or obligations of any Debtors thatsaecifically
reinstated pursuant to the Plan), shall be carttelteto any such Debtors, and the Reorganized Bebhall not
have any continuing obligations thereunder; and dab#gations of any of the Debtors pursuant, raftior
pertaining to any agreements, indentures, certdficaof designation, by-laws, or certificate or de of
incorporation or similar documents governing thestRecturing Support Agreement, the Senior Noteg th
Guarantees, the Senior Notes Indentures and amy stfares, certificates, notes, bonds, purchabésrigptions,
warrants, or other instruments or documents evidgnar creating any indebtedness or obligation mof af the
Debtors (except such agreements, certificatessnoteother instruments evidencing indebtednessbbigations of
any Debtors that are specifically reinstated punsta the Plan or assumed by any such Debtors) bbakleased
and discharged; provided, however, that, notwitiditag the occurrence of the Confirmation Date @ Hifective
Date, any such indenture or agreement that gotkensghts of the holder of a Claim shall continneffect solely
for purposes of (a) allowing holders of such Claitosreceive distributions under the Plan as pravitierein,
(b) allowing the Senior Notes Indenture Trusteesiéde distributions under the Plan as providediheamd deduct
therefrom such reasonable compensation, fees, apénses due thereunder or incurred in making such
distributions, to the extent not paid by the Debtand authorized under such agreement, and (e)iafiche Senior
Notes Indenture Trustees to seek compensation arelfobursement of fees and expenses in accordaiticeghe
terms of the Plan. For the avoidance of doubt, ingtin this section shall affect the discharge ofesult in any
obligation, liability, or expense of the Debtors the Reorganized Debtors, or affect the dischafg€laims or
Equity Interests pursuant to the Bankruptcy Colle,@onfirmation Order, or the Plan, or result iy additional
obligation, expense, or liability of the Debtorsthe Reorganized Debtors. On and after the Effecbate, all
duties and responsibilities of the Senior Note®imdre Trustees shall be discharged except toxtieaterequired to
effectuate the Plan.

Issuance of New HERO Common Stock and Warrants.

(a) Issuance of Securities.

Shares of New HERO Common Stock shall be authorizeter the New HERO Charter, and
shares of New HERO Common Stock shall be issueth@rkEffective Date and distributed as soon as jwatue
thereafter in accordance with the Plan. The nurmbshares of New HERO Common Stock to be distetuts set
forth in this Plan, and the number of shares of NdBRO Common Stock issuable upon exercise of NeWRBE
Warrants and the New HERO Management Incentiver@ndequity and corresponding strike prices, argestitho
adjustment by the Debtors (with the consent ofSteering Group) in a manner that does not alterekpective
percentages of the outstanding New HERO CommonkSatiocated to any Class or Claim holder, except fo
immaterial changes resulting from the treatmerftadtional shares; provided that the New HERO Comi&tock,
as of the Effective Date, shall be subject to alutfrom the New HERO Management Incentive ProgEagmity.
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All of the New HERO Common Stock, issuable in adeawrce with the Plan, when so issued, shall be duly
authorized, validly issued, fully paid, and nonesssable. The issuance, with the consent of theriBtgeGroup, of
the New HERO Common Stock, the New HERO Warrahts New HERO Management Incentive Program Equity
by Reorganized HERO, and the issuance of sharesuguoir to the exercise of New HERO Warrants and\the
HERO Management Incentive Program Equity, is autledrwithout the need for any further corporatécacand
without any further action by any holder of a ClaamEquity Interest.

The New HERO Common Stock distributed under then Rldl be issued in book-entry form
through the direct registry system of the transfgent and DTC. The ownership interest of eachdrodd such
New HERO Common Stock, and transfers of ownershiprésts therein, will be recorded on the recoifdthe
transfer agent and the direct and indirect paicip in DTC. To receive distributions of New HERIDmmon
Stock through DTC, holders of Senior Notes Clainil§ lve required to designate a direct or indireattigipant in
DTC with whom such holder has an account into wisisbh New HERO Common Stock may be deposited. The
New HERO Common Stock issuable to holders of HERfitly Interests will, with respect to HERO Equity
Interests held through DTC, be delivered by the rBanized HERO to the holders of HERO Equity Inteses
through DTC (via Mandatory Exchange if applicabl)d holders that do not hold their HERO Equityetasts in
DTC may designate a direct or indirect participanDTC with whom such holder has an account intactvtsuch
New HERO Common Stock may be deposited or have #haires issued in book-entry form on the registehe
transfer agent.

(b) Exemption from Registration.

The offering of the New HERO Common Stock undeiicdtlll of the Plan shall be exempt from
the registration requirements of section 5 of teeusities Act and other applicable law under sectita)(2) of the
Securities Act or another available exemption froegistration under the Securities Act. The isseaaad
distribution of the New HERO Common Stock and thewsNHERO Warrants under Article Il of the Plan, ahe
New HERO Common Stock issuable upon exercise of Nee&v HERO Warrants shall be exempt from the
registration requirements of section 5 of the SiesrAct and any other applicable law requiringisération of an
offer or sale of securities under section 1145(aYhe Bankruptcy Code. The New HERO Common Stock
underlying the Management Incentive Program will isgued pursuant to a registration statement othano
available exemption from registration under theuséies Act and other applicable law.

The issuance of the New HERO Equity Interests &fhblders of Senior Notes Claims and the
issuance of the New HERO Equity Interests and teer NERO Warrants to the holders of HERO Equity riesés
shall be exempt from the requirements of sectiofb)L6f the Securities and Exchange Act of 1934 gpant to
Rule 16b-3 promulgated thereunder) with respeeintp acquisition of such securities by an officedwector (or a
director by deputization for purposes thereof) athe Effective Date.

(c) SEC Reporting Requirements and Listing of New HER@nmon Stock.

As of the Effective Date, Reorganized HERO will deeporting company under the Securities
Exchange Act of 1934, as amended. As of July 81352 HERO common stock was listed for trading o Th
Nasdaq Global Select Market (“NASDAQ"). In March1b, HERO received a letter from NASDAQ informing
HERO that its common stock was below the minimuih fmiice requirement for continued listing on NASDAQ
Hercules expects that its common stock will becdeilésted from trading on NASDAQ following the Peatit Date
and will then be traded on the OTC Pink marketor@anized HERO will use reasonable efforts to calsdisting
on NASDAQ of the New HERO Common Stock on or amsa® reasonably practicable after the EffectiveeDat

The New HERO Warrants.

(a) Issuance.
The New HERO Warrants will be issued pursuant te térms of the New HERO Warrant

Agreement. Each New HERO Warrant will, subjedti® anti-dilution adjustments described below anthée New
HERO Warrant Agreement, be exercisable for oneslfaye of New HERO Common Stock.
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(b) Anti-Dilution Protection.

The New HERO Warrant Agreement shall contain piowss for the adjustment of the exercise
price and shares of New Common Stock issuable epercise following certain organic dilutive evestsch as
splits, combinations, stock dividends or other Emorganic dilutive events involving the New HERE®@mmon
Stock. There shall be no anti-dilution adjustménmt the New HERO Warrants upon the post-Effectivated
issuance of New HERO Common Stock at a value b#tevwexercise price for the New HERO Warrants. Nbev
HERO Warrants, as of the Effective Date, shall bigject to dilution from the New HERO Managementelniive
Program Equity.

(©) Form.

Except as provided below, all New HERO Warrantsridhsted under the Plan will be issued in
book-entry form through the direct registry systefithe warrant agent and DTC. The warrant ageiithei the
transfer agent for the New HERO Common Stock. ®twaership interest of each holder of such New HERO
Warrants, and transfers of ownership interestethewill be recorded on the records of the wareggnt and the
direct and indirect participants in DTC. HoldefsHERO Equity Interests that hold such HERO Equitterests in
DTC will receive their New HERO Warrants by depdsithe account of a direct or indirect participemDTC in
which such HERO Equity Interests are held. Holdbet do not hold their HERO Equity Interests in ©®may
designate a direct or indirect participant in DT@wwhom such holder has an account into which $ueWw HERO
Warrants may be deposited or have their New HERQr&Wes issued in book-entry form on the registethaf
warrant agent for the New HERO Warrants. Bendficianers of the New HERO Warrants will be requited
follow the procedures that DTC or its direct orimedt participants or the warrant agent for the NEH®RO
Warrants, as applicable, may establish for exergisineir rights in respect of the New HERO Warraitsluding
exercise and transfer thereof. New HERO CommonkSgsuable upon exercise of such New HERO Warnaibts
be issued in book-entry form and held through DT&e warrant agent for the New Hero Warrants,mgiicable.

(d) Value of the New HERO Warrants

As set forth herein, the Plan provides for holdefr$1ERO Equity Interests to receive the New
HERO Warrants.

The New HERO Warrants entitle the holders to pusehap to 20.00% of the New HERO
Common Stock. Using the Black-Scholes model, tee&vMERO Warrants are valued, in the aggregate, deiw
approximately $5 million and $15 million, pre dilh for the New HERO Management Incentive Programmify.
Black-Scholes inputs include: (a) warrant term ofe@rs; (b) volatility of 35%; (c) current equitalue of $402
million to $592 million; and (d) strike price based a total enterprise value of approximately $h#ifon.

Continued Corporate Existence and Vesting of Assets

Except as otherwise provided herein: (i) each Dehit, as a Reorganized Debtor, continue to
exist after the Effective Date as a separate legady, with all of the powers of such a legal gntinder applicable
law and without prejudice to any right to alter terminate such existence (whether by merger, diisol or
otherwise) under applicable law; and (ii) on thdeEfive Date, all property of each Debtor's Estaad any
property acquired by each Debtor or Reorganizeddakmder the Plan, will vest in such Reorganizexbtor free
and clear of all Claims, Liens, charges, other emmances, Equity Interests, and other interestsepmixfor the
Liens and Claims established under the Plan (imetuth respect of the First Lien Exit Facility).

On and after the Effective Date, each Reorganizelt@ may operate its business and may use,
acquire, and dispose of property and compromisgetile any claims without supervision or approwatite Court
and free of any restrictions of the Bankruptcy Cod®8ankruptcy Rules, subject only to those restnits expressly
imposed by the Plan or the Confirmation Order a6 agethe documents and instruments executed dinecl in
connection therewith, including the documents, lithj instruments, and other materials comprising Plan
Supplement. Without limiting the foregoing, thedRganized Debtors may pay the charges that they iinom and
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after the Effective Date for Fee Claims, disbursetsieexpenses, or related support services (inujufties relating
to the preparation of Professional fee applicadiovithout application to, or the approval of, thelt.

Claims Against Non-Debtor Subsidiaries.

Any claim (as such term is defined in section 1)bf&he Bankruptcy Code), Cause of Action, or
remedy asserted against any Non-Debtor Subsidigrarty Debtor will be reinstated, adjusted (inclgdiby
contribution, distribution in exchange for new deft equity, or otherwise), paid, continued, caremgll or
discharged to the extent determined appropriatehbyReorganized Debtors (with the consent of theer8ig
Group). Any such transaction, with the conserthef Steering Group, may be effectuated on the Bife®ate or
subsequent to the Effective Date without any furtetion by the Court or by the stockholders of Reorganized
Debtors.

Intercompany Interests.

The Intercompany Interests will be retained and ldgal, equitable, and contractual rights to
which the holder of such Allowed Intercompany letris entitled will remain unaltered.

Corporate Action.

Each of the matters provided for by the Plan invajvthe corporate structure of the Debtors or
corporate or related actions to be taken by oriredwf the Reorganized Debtors, whether takenrgdar as of
the Effective Date, shall be deemed authorized amgroved in all respects without the need for amyhér
corporate action and without any further actiorthg Debtors or the Reorganized Debtors, as apdirpbovided,
however, that any such matters or corporate ote@lactions taken by the Debtors shall be subgettig consent of
the Steering Group. Such actions may include:tlfa) adoption and filing of the New HERO Certificaié
Incorporation, the New HERO Bylaws and the amenalitles of incorporation or certificates of forreet for
each of the Reorganized Debtors (other than Reag@diHERO); (b) the authorization, issuance, astribution of
New HERO Common Stock and New HERO Warrants; (e)atioption or assumption, as applicable, of Exeguto
Contracts or Unexpired Leases; (d) adoption ofNe&y HERO Management Incentive Program; and (eketiey
into the First Lien Exit Facility and the executiamd delivery of the First Lien Exit Facility Docemts, as
applicable.

Steering Group Fees and Expenses.

On the Effective Date, the Reorganized Debtorsl g#a), in full, in Cash, the unpaid reasonable
fees, expenses, costs, and other charges of teergtesroup’s professionals (including the feeqenses, costs,
and other charges of Akin Gump Strauss Hauer & EERI and Blackstone Advisory Partners L.P.), infeaase in
accordance with the Restructuring Support Agreemantl as required by the underlying fee lettersswéh
professionals.

The reasonable fees, expenses, costs, and othegeshaf the Steering Group’s professionals
(including the fees, expenses, costs, and othegebaof Akin Gump Strauss Hauer & Feld LLP and B&gone
Advisory Partners L.P.) shall be paid in the ordineourse in accordance with the underlying fetetstof such
professionals during the Chapter 11 Cases.

Senior Notes Indenture Trustee Fees and Expenses

On the Effective Date, the Reorganized Debtorsl §lzgl all reasonable and documented fees and
expenses (including reasonable and documented diedsexpenses of counsel) incurred by the Senioes\ot
Indenture Trustees through and including the EffecDate to the extent required by the Senior Ntneentures.
For the avoidance of doubt, any such fees and egseof the Senior Notes Indenture Trustees shabadreated
under this Plan as General Unsecured Claims anbirgftdbe subject to avoidance, objection, chaleerdgduction,
subordination, recharacterization or offset. Tlemi8r Notes Indenture Trustees shall not be reduioefile any
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application under sections 330 or 331 of the BapiayCode or otherwise with regard to the allowaoictheir fees
and expenses.

D. Provisions Reqgarding Corporate Governance of the Reganized Debtor.

Organizational Documents.

On or immediately before the Effective Date, thesNHERO Charter will be filed with the
applicable authority in Delaware in accordance \ih corporate laws of Delaware. The New HERO Byv& will
be deemed to have been adopted and will becometieffeon the Effective Date. The New HERO Chasdteall
prohibit the issuance of nonvoting equity secusitialy so long as, and to the extent that, theaiss® of nonvoting
equity securities is prohibited by the Bankrupt@d€.

On or immediately before the Effective Date, theeaded articles of incorporation or certificates
of formation for each of the Reorganized Debtothgbthan Reorganized HERO) will be filed with #ygplicable
authorities in the respective jurisdictions of imporation or formation in accordance with the cogte laws of its
jurisdiction. The amended by-laws or operatingeagrents for the Reorganized Debtors (other thamgaezed
HERO) will be deemed to have been adopted and heittome effective on the Effective Date. To theepit
applicable, the amended organization documentth@®Reorganized Debtors (other than Reorganized®)ERall
prohibit the issuance of nonvoting equity secusitialy so long as, and to the extent that, theaiss® of nonvoting
equity securities is prohibited by the Bankrupt@d€.

Appointment of Officers and Directors.

As of the Effective Date, the term of the curre@mipers of the board of directors of HERO shall
expire without further action by any Person. ThewNBoard shall consist of seven (7) members. Titéali
directors of the New Board shall be comprised dfnJ&ynd and six (6) other directors selected bySteering
Group, one of whom will be chair and an independictor (as defined by NASDAQ).

As of the Effective Date, subject to the consenthef Steering Group, the current members of the
boards of directors or boards of managers, asagipé, of the Debtor Subsidiaries shall serve agritial directors
or managers for such Entities.

From and after the Effective Date, John Rynd db@lemployed and serve as the Chief Executive
Officer of Reorganized HERO. The other senior etige officers of Reorganized HERO shall be acdalptto the
Steering Group and identified in the Plan Suppleémen

Powers of Officers.

The officers of the Reorganized Debtors shall h#we power to enter into or execute any
documents or agreements that they deem reasonabkparopriate to effectuate the terms of the Plan.

Indemnification of Directors, Officers, and Employees.

Notwithstanding any other provisions of the Plampnf and after the Effective Date,
indemnification obligations owed by the Debtorstlie Reorganized Debtors to directors, officersgroployees of
the Debtors who served or were employed by the @shtefore, on or after the Petition Date, to tktere provided
in the articles or certificates of incorporationy-laws or similar constituent documents, by statutaw or by
written agreement, policies or procedures of thétbes, will be deemed to be, and treated as thdbgh are,
executory contracts that are assumed pursuantetdPliin and section 365 of the Bankruptcy Code. satth
indemnification obligations shall survive confirrmat of the Plan, remain unaffected thereby, and bet
discharged, irrespective of whether indemnificatidefense, reimbursement or limitation is owed @mrection
with an event occurring before, on, or after thétida Date.
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Existing Benefits Agreements and Retiree Benefits

Except as such benefits may be otherwise terminayethe Debtors in a manner permissible
under applicable law, all Existing Benefits Agreense shall be deemed assumed as of the Effective.Dat
Notwithstanding anything to the contrary contaitedein, pursuant to section 1129(a)(13) of the Baptky Code,
on and after the Effective Date, all retiree basgfas such term is defined in section 1114 oBhaekruptcy Code),
if any, shall continue to be paid in accordancéapplicable law.

New HERO Management Incentive Program

On or after the Effective Date, the Reorganizedtbebshall adopt the New HERO Management
Incentive Program and shall provide for the disttitin, and the reservation for future issuancgpicable, of the
New HERO Management Incentive Program Equity totigpating officers, directors and employees of the
Reorganized Debtors. A description of the New HER@agement Incentive Program will be set fortithia Plan
Supplement.

Allocation of the New HERO Management Incentived?aan Equity to the Reorganized Debtors’
participating officers, directors and employeedidf@mdetermined by the New Board under the teretgasth in the
New HERO Management Incentive Program Equity Agrees

E. Effect of Confirmation of the Plan.

Compromise and Settlement.

Pursuant to section 363 of the Bankruptcy CodeRBamkruptcy Rule 9019 and in consideration
for the distributions and other benefits providedspant to the Plan, the provisions of the Plarl sloastitute a
good faith compromise of all Claims, Equity Intéeesind controversies relating to the contractuedal, and
subordination rights that a Holder of a Claim mayéwith respect to any Allowed Claim, or any Disition to be
made on account of such Allowed Claim.

Without limiting the foregoing, the provisions dfet Plan shall, upon consummation, constitute a
good faith compromise and settlement, pursuanttokBiptcy Rule 9019 and section 1123 of the Bartksu@ode,
among the Debtors and the Steering Group of gliudés among the parties, including those arisiamfror related
to, (i) the Senior Notes Claims and the Guaranteé® and (ii) the Guarantees. In the event tloatany reason,
the Confirmation Order is not entered or the EffectDate does not occur, the Debtors and the Sigedroup
reserve all of their respective rights with respeecany and all disputes that would have been veslohnd settled
under the Plan had the Effective Date occurredr ti® avoidance of doubt, the total enterprise ealpon which
the Plan is based does not represent a negotiedetiition or settlement but an actual determinatidikely value.
Based on that value, HERO Equity Interests areemtitied to a distribution, and thus holders of HEEquity
Interests are “out of the money” by a substantiaigin.

The entry of the Confirmation Order shall consétuhe Court’s approval of each of the
compromises and settlements embodied in the Ptahthe Court’s findings shall constitute its detaraion that
such compromises and settlements are in the keseats of the Debtors, their Estates, creditord,ather parties-
in-interest, and are fair, equitable, and withie tange of reasonableness. The Plan and the @atiin Order
shall have res judicata, collateral estoppel, atdppel (judicial, equitable, or otherwise) effegth respect to all
matters provided for, or resolved pursuant to,Rten and/or the Confirmation Order, including, witi limitation,
the release, injunction, exculpation, discharged apmpromise provisions contained in the Plan andfe
Confirmation Order. The provisions of the Plarglimling, without limitation, its release, injunatipexculpation
and compromise provisions, are mutually dependeditn@n-severable.

Subordination of Claims

The allowance, classification and treatment ofAdlbwed Claims and Equity Interests and the
respective Distributions and treatments under tla@ Bake into account and conform to the relativierfty and
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rights of the Claims and Equity Interests in eadhs€ in connection with any contractual, legal, @agitable
subordination rights relating thereto. Howeveg fhebtors (with the consent of the Steering Graeggrve the
right to reclassify any Allowed Claim or Equity émest in accordance with any contractual, legakquitable
subordination relating thereto, unless otherwisgigled in a settlement agreement concerning suldwat Claim.

Discharge of the Debtors.

Pursuant to section 1141(d) of the Bankruptcy Codeand except as otherwise specifically
provided in the Plan or in any contract, instrument or other agreement or document created pursuantot the
Plan: (a) the distributions, rights, and treatment that are provided in the Plan shall be in complete
satisfaction, discharge, and release of all Claim&quity Interests, and Causes of Action of any nane
whatsoever, including any interest accrued on Claisi or Equity Interests from and after the Petition Date,
whether known or unknown, against, liabilities of,Liens on, obligations of, rights against and Equityinterests
in, the Debtors, the Reorganized Debtors or any dheir assets, properties or Estates, regardless afhether
any property shall have been distributed or retaind pursuant to the Plan on account of such Claims, dgity
Interests and Causes of Action, including demanddiabilities and Causes of Action that arose beforghe
Effective Date, any contingent or non-contingent &ibility on account of representations or warrantiesissued
on or before the Effective Date; (b) the Plan shalbind all holders of Claims and Equity Interests,
notwithstanding whether any such holders failed tosote to accept or reject the Plan or voted to rejecthe
Plan; (c) all Claims and Equity Interests shall besatisfied, discharged and released in full, and thBebtors’
liability with respect thereto, shall be extinguisked completely, including debts of the kind speciféé in
sections 502(g), 502(h) or 502(i) of the Bankruptc@ode, in each case whether or not: (i) a proof @laim or
Equity Interest based upon such debt, right, or Eqity Interest is filed or deemed filed pursuant to ection 501
of the Bankruptcy Code; (ii) a Claim or Equity Interest based upon such debt, right or Equity Interestis
Allowed; or (iii) the holder of such a Claim or Equity Interest has accepted the Plan or is entitledat receive a
distribution hereunder; and (d) all Entities shall be precluded from ever asserting against the Debtsr the
Debtors’ Estates, the Reorganized Debtors, their sgessors and assigns, and their assets and propestiany
Claims and Equity Interests based upon any documest instruments, or any act or omission, transactignor
other activity of any kind or nature that occurred prior to the Effective Date. Any default by the Détors
with respect to any Claim or Equity Interest that existed immediately before or on account of the filig of the
Chapter 11 Cases shall be deemed cured on the Effiee Date. The Confirmation Order shall be a judigal
determination of the discharge of all Claims and Eqgity Interests subject to the Effective Date occuring.

Injunction.

EXCEPT AS OTHERWISE EXPRESSLY PROVIDED IN THE PLANTHE PLAN
SUPPLEMENT OR RELATED DOCUMENTS, OR FOR OBLIGATIONSSUED PURSUANT TO THE PLAN,
ALL PERSONS WHO HAVE HELD, HOLD, OR MAY HOLD CLAIMSOR EQUITY INTERESTS THAT
HAVE BEEN RELEASED OR DISCHARGED PURSUANT TO THISLRN OR ARE SUBJECT TO
EXCULPATION PURSUANT TO THIS ARTICLE VII ARE PERMARNTLY ENJOINED, FROM AND
AFTER THE EFFECTIVE DATE, FROM TAKING ANY OF THE FCLOWING ACTIONS AGAINST, AS
APPLICABLE, THE DEBTORS, THE REORGANIZED DEBTORS,ROTHE RELEASED PARTIES: (1)
COMMENCING OR CONTINUING IN ANY MANNER ANY ACTION (R OTHER PROCEEDING OF ANY
KIND ON ACCOUNT OF OR IN CONNECTION WITH OR WITH REPECT TO ANY SUCH CLAIMS,
CAUSES OF ACTION, OR EQUITY INTERESTS; (2) ENFORGEN ATTACHING, COLLECTING, OR
RECOVERING BY ANY MANNER OR MEANS ANY JUDGMENT, AWARD, DECREE, OR ORDER
AGAINST SUCH RELEASED PARTIES ON ACCOUNT OF OR INGBINECTION WITH OR WITH
RESPECT TO ANY SUCH CLAIMS, CAUSES OF ACTION, OR B@IY INTERESTS; (3) CREATING,
PERFECTING, OR ENFORCING ANY ENCUMBRANCE OF ANY KIN AGAINST SUCH RELEASED
PARTIES OR AGAINST THE PROPERTY OR ESTATES OF SURHLEASED PARTIES ON ACCOUNT OF
OR IN CONNECTION WITH OR WITH RESPECT TO ANY SUCHLBIMS, CAUSES OF ACTION, OR
EQUITY INTERESTS; (4) ASSERTING ANY RIGHT OF SETOFBUBROGATION, OR RECOUPMENT OF
ANY KIND AGAINST ANY OBLIGATION DUE FROM ANY OF THE DEBTORS, REORGANIZED
DEBTORS, OR NON-DEBTOR SUBSIDIARIES OR AGAINST THPROPERTY OR INTERESTS IN
PROPERTY OF ANY OF THE DEBTORS, REORGANIZED DEBTORSR NON-DEBTOR SUBSIDIARIES
ON ACCOUNT OF OR IN CONNECTION WITH OR WITH RESPEQIO ANY SUCH CLAIMS, CAUSES OF
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ACTION, OR EQUITY INTERESTS; AND (5) COMMENCING ORONTINUING IN ANY MANNER ANY
ACTION OR OTHER PROCEEDING OF ANY KIND ON ACCOUNT FOOR IN CONNECTION WITH OR
WITH RESPECT TO ANY SUCH CLAIMS, CAUSES OF ACTIONOR EQUITY INTERESTS RELEASED,
SETTLED, OR DISCHARGED PURSUANT TO THE PLAN OR CONMMATION ORDER.

Preservation of Causes of Action.

In accordance with section 1123(b) of the Bankrypg@ode, and except as expressly provided
herein (including Articles IV.L and VII), the Reagized Debtors shall retain all Causes of Actiodothing
contained in this Plan or the Confirmation Ordealshe deemed a waiver or relinquishment of aningl&€ause of
Action, right of setoff, or other legal or equitabtiefense of any Debtor that is not specificallyived or
relinquished by this Plan. The Reorganized Debsball have, retain, reserve, and be entitled sergsall such
claims, Causes of Action, rights of setoff, andeotlegal or equitable defenses that any Debtorilmxediately
before the Petition Date as fully as if the ChafdtérCases had not been commenced, and all of tbeg&@zed
Debtors’ legal and equitable rights respecting elaym that is not specifically waived or relinquéshby this Plan
may be asserted after the Effective Date to theesaxtent as if the Chapter 11 Cases had not beemeaced. No
Person may rely on the absence of a specific neferén the Plan or the Disclosure Statement to @ayse of
Action against them as any indication that the Debbr the Reorganized Debtors, as applicable, naitl pursue
any and all available Causes of Action against ftmison. The Debtors or the Reorganized Debterapplicable,
expressly reserve all rights to prosecute any din@auses of Action against any Person, in accardasith the
Plan. From and after the Effective Date, the Ranized Debtors shall have the exclusive right, auiyy and
discretion to determine and to initiate, file, proste, enforce, abandon, settle, compromise, eslegithdraw, or
litigate to judgment any Cause of Action and tolitecto do any of the foregoing without further icetto or
action, order, or approval of the Court. The Raaiged Debtors are deemed representatives of tiageE<or the
purpose of prosecuting any Claim or Cause of Act@md any objections to Claims pursuant to 11 U.SC.
1123(b)(3)(B).

Claims Incurred After the Effective Date.

Claims incurred by the Debtors after the Effecidate may be paid by the Reorganized Debtors
in the ordinary course of business and without igppibn for or Court approval, subject to any agneats with
such holders of a Claim and applicable law.

Releases, Exculpations, and Injunctions of Releas&rties.

(a) Releases by the Debtors

Except as otherwise specifically provided in the Bh, for good and valuable consideration,
including the service of the Released Parties to dditate the reorganization of the Debtors, the
implementation of the restructuring contemplated bythe Restructuring Support Agreement and the Plan ad
the compromises contained herein, on and after thEffective Date, the Released Parties are hereby eglsed
and discharged by the Debtors, the Non-Debtor Suldiaries, the Reorganized Debtors and the Estates,
including any successor to the Debtors or any Estatrepresentative from all claims, obligations, rigts, suits,
damages, Causes of Action, remedies and liabilitieghatsoever, including any derivative claims assestl or
assertable on behalf of a Debtor, whether known omunknown, foreseen or unforeseen, liquidated or
unliquidated, contingent or fixed, existing or heeafter arising, in law, at equity or otherwise, wheher for
indemnification, tort, contract, violations of fedeal or state securities laws or otherwise, includig, those that
any of the Debtors, the Non-Debtor Subsidiaries, #h Reorganized Debtors or the Estates would have bee
legally entitled to assert in their own right (wheher individually or collectively) or on behalf of the holder of
any Claim or Equity Interest or any other Person, lased on or relating to, or in any manner arising fom, in
whole or in part, the Debtors and their Non-DebtorSubsidiaries, the Estates, the conduct of the busgeses of
the Debtors and their Non-Debtor Subsidiaries, theChapter 11 Cases, the purchase, sale or rescissiohthe
purchase or sale of any security of the Debtors, thNon-Debtor Subsidiaries, or the Reorganized Dehts, the
subject matter of, or the transactions or events ging rise to, any Claim or Equity Interest that istreated in
the Plan, the restructuring of Claims and Equity Interests prior to or during the Chapter 11 Cases, tb
negotiation, formulation or preparation of the Resructuring Support Agreement, the Plan, the Plan
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Supplement, the Disclosure Statement, First Lien Ei Facility Documents, the New HERO Warrant
Agreement or, in each case, related agreements, insnents or other documents, any action or omissiowith
respect to Intercompany Claims, any action or omissn as an officer, director, agent, representative,
fiduciary, controlling person, affiliate or responsible party, or any transaction entered into or afecting, a
Non-Debtor Subsidiary, or upon any other act or omssion, transaction, agreement, event, or other
occurrence taking place on or before the Effectiv®ate of the Plan, other than claims or liabilitiesarising out
of or relating to any act or omission of a ReleaseBarty to the extent such act or omission is deterimed by a
Final Order to have constituted willful misconduct,gross negligence, bad faith, fraud or a criminal et.

(b) Releases by Holders of Claims and Equity Interests

Any holder of HERO Equity Interests that opts not © grant the releases contained in this
Article VILLF shall not receive the New HERO Equity Interests and New HERO Warrants that it would
otherwise be entitled to receive under Article 11ID.7 of the Plan and will not receive any distributbn
whatsoever under the Plan.

Except as otherwise specifically provided in the Rh, for good and valuable consideration,
including the service of the Released Parties to dditate the reorganization of the Debtors, the
implementation of the restructuring contemplated bythe Restructuring Support Agreement or the Plan, ad
the compromises contained herein, on and after th&ffective Date, to the fullest extent permitted by
applicable law, the Releasing Parties (regardless whether a Releasing Party is a Released Partyhall be
deemed to conclusively, absolutely, unconditionallyirrevocably and forever release, waive and dischge the
Released Parties of any and all claims, obligationsights, suits, damages, Causes of Action, remediand
liabilities whatsoever, including: any derivativeclaims asserted or assertable on behalf of a Delotor a
Non-Debtor Subsidiary, whether known or unknown, foreseen or unforeseen, liquidated or unliquidated,
contingent or fixed, existing or hereafter arising in law, at equity or otherwise, whether for indenmification,
tort, contract, violations of federal or state sectities laws or otherwise, including, those that anyof the
Debtors, the Non-Debtor Subsidiaries, the Reorganéd Debtors or the Estates would have been legally
entitled to assert in their own right (whether individually or collectively) or on behalf of the holer of any
Claim or Equity Interest or any other Person, basedon or relating to, or in any manner arising from, in
whole or in part, the Debtors and their Non-DebtorSubsidiaries, the Estates, the conduct of the busrses of
the Debtors and their Non-Debtor Subsidiaries, theChapter 11 Cases, the purchase, sale or rescissiohthe
purchase or sale of any Security of the Debtors, ¢hNon-Debtor Subsidiaries or the Reorganized Debter the
subject matter of, or the transactions or events ging rise to, any Claim or Equity Interest that istreated in
the Plan, the restructuring of Claims and Equity Interests prior to or during the Chapter 11 Cases, ta
negotiation, formulation or preparation of the Resructuring Support Agreement, the Plan, the Plan
Supplement, the Disclosure Statement, the First bn Exit Facility Documents, the New HERO Warrant
Agreement or, in each case, related agreements, ingsnents or other documents, any action or omissiowith
respect to Intercompany Claims, any action or omissn as an officer, director, agent, representative,
fiduciary, controlling person, affiliate or responsble party, or any transaction entered into or affeting, a
non-Debtor subsidiary, or upon any other act or onssion, transaction, agreement, event or other occtence
taking place on or before the Effective Date of thé”lan, other than claims or liabilities arising out of or
relating to any act or omission of a Released Partp the extent such act or omission is determinedyta Final
Order to have constituted willful misconduct, grossegligence, bad faith, fraud or a criminal act.

Each Person providing releases under the Plan, inaling the Debtors, the Reorganized
Debtors, the Non-Debtor Subsidiaries, the Estatesnd the Releasing Parties, shall be deemed to havegted
the releases set forth in those sections notwithstding that such Person may hereafter discover factin
addition to, or different from, those which it now knows or believes to be true, and without regarda the
subsequent discovery or existence of such different additional facts, and such Person expressly was any
and all rights that it may have under any statute or common law principle which would limit the effed of
such releases to those claims or causes of actiartually known or suspected to exist at the time aéxecution
of such release.
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(c) Release of Liens

Except (a) with respect to the Liens securing theifst Lien Exit Facility, to the extent set
forth in the First Lien Exit Facility Documents, and (b) as otherwise expressly provided in the Plamr in any
contract, instrument, release, or other agreementradocument created pursuant to the Plan, on the Eéctive
Date and concurrently with the applicable distributons made pursuant to the Plan, all mortgages, desdf
trust, Liens, pledges, and other security interestagainst any property of the Debtors’ Estates shabe fully
released and discharged, and all of the right, til, and interest of any holder of such mortgages, dds of
trust, Liens, pledges, and other security interestshall revert to the Reorganized Debtors and eachf eheir
successors and assigns.

(d) Exculpation.

Notwithstanding anything herein to the contrary andto the extent permitted by applicable
law, the Exculpated Parties shall neither have noincur any liability to any Entity for any Restructu ring-
Related Action; provided that nothing in the foregang “Exculpation” shall exculpate any Entity from any
liability resulting from any act or omission that is determined by Final Order to have constituted frad,
willful misconduct, gross negligence, or criminal onduct; provided that each Exculpated Party shall b
entitled to rely upon the advice of counsel conceimg his, her or its duties pursuant to, or in connetion with,
the Plan or any other related document, instrumentpr agreement.

Notwithstanding anything herein to the contrary, asof the Effective Date, pursuant to
section 1125(e) of the Bankruptcy Code, the Solieition Parties upon appropriate findings of the Bankuptcy
Court will be deemed to have solicited acceptancef the Plan in good faith and in compliance with the
applicable provisions of the Bankruptcy Code, andd have participated in good faith and in compliancevith
the applicable provisions of the Bankruptcy Code,ri the offer, issuance, sale, or purchase of a seiyr
offered or sold under the Plan of a Reorganized Débr, and shall not be liable to any Entity on accont of
such solicitation or participation.

In addition to the protections afforded in this Article VII.G to the Exculpated Parties, and
not in any way reducing or limiting the application of such protections, the Bankruptcy Court retains
exclusive jurisdiction over any and all Causes of étion asserted against any Debtor for any Restructing-
Related Action that are not otherwise exculpated oenjoined by this Plan.

(e) Waiver of Avoidance Actions

To the extent not already otherwise waived purst@argnother order of the Bankruptcy Court,
effective as of the Effective Date, the Debtorslishe deemed to have waived the right to proseautd, to have
settled and released for fair value, any avoidamcecovery actions under sections 545, 547, 548, 550, 551,
and 553 of the Bankruptcy Code or other applicélethat belong to the Debtors on account of pagingaving
paid all General Unsecured Claims in full pursuaran Order of the Court or this Plan.

(9) Limitations on Exculpations and Releases.

Notwithstanding anything contained herein or in thePlan to the contrary, the releases and
exculpation contained in the Plan do not release gmobligations of any party arising under this Planor any
document, instrument or agreement (including thoseet forth in the First Lien Exit Facility Documents, the
New HERO Warrant Agreement and the Plan Supplementexecuted to implement the Plan.

(h) Preservation of Insurance

The Debtors’ discharge, exculpation and releasd,th@ exculpation and release in favor of the
Released Parties, as provided herein, shall nagpxas necessary to be consistent with this Rleminish or
impair the enforceability of any insurance polityat may provide coverage for claims against thet@sb the
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Reorganized Debtors, the Non-Debtor Subsidiariesiy tcurrent and former directors and officers,aoy other
Person.

F. Distributions Under the Plan

One of the key concepts under the Bankruptcy Cesdihat only claims and interests that are
“allowed” may receive distributions under a chapidr plan. This term is used throughout the Plad e
descriptions herein. In general, an Allowed ClaimEquity Interest means that the Debtors agred, tbere is a
dispute, the Bankruptcy Court determines, by Fier, that the Claim or Equity Interest, and theant thereof,
is in fact a valid obligation of or Equity Interéstthe Debtors.

Filing Proofs of Claim

Holders of Claims need not file proofs of Claim lwihe Court. In the event that a holder of a
Claim elects to file a proof of Claim with the Caguit will be deemed to have consented to the estetujurisdiction
of the Court of all purposes with respect to thiedwrination, liquidation, allowance, or disallowanaf such Claim.

Disputed Claims Process

If the Debtors (with the consent of the Steeringupy) dispute any Claim as to which no proof of
Claim has been filed, such dispute shall be deterdyiresolved, or adjudicated, as the case maip lsemanner as
if the Chapter 11 Cases had not been commenceddpth however, that the Reorganized Debtors megt.elith
the consent of the Steering Group, to object usdetion 502 of the Bankruptcy Code to any proo€lafim filed
by or on behalf of a holder of a Claim.

Prosecution of Objections to Claims and Equity Inteests

Except insofar as a Claim is Allowed under the Ptha Debtors (with the consent of the Steering
Group), the Reorganized Debtors, and any othery gartinterest shall be entitled to object to Claimgny
objections to Claims other than General Unsecurkdm@ shall be filed and served by the Claims Ofmec
Deadline. Any Claims other than General Unsec@iaiims not objected to by the Claims Objection Dieadshall
be deemed Allowed unless such period is extended approval of the Bankruptcy Court.

Notwithstanding the foregoing, the Debtors, Reoizgoh Debtors, or any other party with
standing shall be entitled to dispute and/or otie@vebject to any General Unsecured Claim in acuod with
applicable nonbankruptcy law. If the Debtors, R@nized Debtors, or any other party with standiigpute any
General Unsecured Claim, such dispute shall berm&ted, resolved, or adjudicated, as the case reaynbthe
manner as if the Chapter 11 Cases had not been eonoceth. In any action or proceeding to determiree th
existence, validity, or amount of any General Unsed Claim, any and all claims or defenses thaldchave been
asserted by the applicable Debtor(s) or the Emitiding such General Unsecured Claim are preseagei the
Chapter 11 Cases had not been commenced.

No Interest
Except as specifically provided for in the Plan, @taims or Equity Interests, Allowed or
otherwise (including Administrative Claims), shiaél entitled, under any circumstances, to receiyergerest on a

Claim or Equity Interests.

Allocation of Consideration

The aggregate consideration to be distributed éohblders of Allowed Claims in each Class
under the Plan shall be treated as first satisfgimgmount equal to the principal amount of thew#d Claim for
such holders, and any remaining consideration tisfydag accrued, but unpaid interest, as applieabl
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Disallowance of Certain Claims and Equity Interests

Except as provided herein or otherwise agreed, angnd all proofs of Claim shall be deemed
expunged from the claims register on the Effectiv®ate without any further notice to or action, order, or
approval of the Court and the Claim on which such poof of Claim was filed shall be determined, resoked, or
adjudicated, as the case may be, in the manner dslie Chapter 11 Cases had not been commenced arth
survive the Effective Date as if the Chapter 11 Cas had not been commenced

Estimation.

Prior to or after the Effective Date, the Debtonstlf the consent of the Steering Group) or the

Reorganized Debtors, as applicable, may (but aresgired to), at any time, request that the Cestimate (i) any
Disputed Claim pursuant to section 502(c) of thekBaptcy Code or (ii) any contingent or unliquidat€laim
pursuant to section 502(c) of the Bankruptcy Cdde,any reason, regardless of whether the Debtorth®
Reorganized Debtors has previously objected to €llahm or whether the Court has ruled on any sugjeation.
The Court will retain jurisdiction to estimate a@jaim at any time, including during proceedings caming any
objection to such Claim. In the event that the I€@stimates any Claim, such estimated amount sloalbtitute
either (i) the Allowed amount of such Claim, (iijetamount on which a reserve is to be calculategdoposes of
any reserve requirement under the Plan or (iiljaximum limitation on such Claim, as determined sy €Court. If
the estimated amount constitutes the maximum ltroitaon such Claim, the Debtors (with the conseinthe
Steering Group) or the Reorganized Debtors, agdlse may be, may elect to object to any ultimdtavahce of
such Claim. All of the aforementioned objectiostimation, and resolution procedures are cumulagiveé not
necessarily exclusive of one another.

Insured Claims.

If any portion of an Allowed Claim is an Insuredah, no distributions under the Plan shall be
made on account of such Allowed Claim until thedeolof such Allowed Claim has exhausted all remedigh
respect to any applicable insurance policies. Heoextent that the Debtors’ insurers agree tofgatiClaim in
whole or in part, then immediately upon such agesgmthe portion of such Claim so satisfied mayekpunged
without an objection to such Claim having to bediland without any further notice to or action,esrdr approval
of the Court.

Allowed Claims.

(a) Delivery of Distributions.

Except as otherwise provided herein, distributiamsder the Plan shall be made by the
Reorganized Debtors (or their agent or designe&#)ediolders of Allowed Claims and Allowed Equitytdrests in
all Classes for which a distribution is providedhis Plan at the addresses set forth on the Stdedtfiled) or in
the Debtors’ books and records, as applicable,ssrseich addresses are superseded by proofs of Gtdiguity
Interests or transfers of Claim filed pursuant nBruptcy Rule 3001 by the Record Date (or at &t known
addresses of such holders if the Debtors or theqRewed Debtors have been notified in writing ofhenge of
address).

(b) Delivery of Distributions to Holders of Senior Net€laims.

Each Senior Notes Indenture Trustee may, at treadien of the Debtors (with the consent of the
Steering Group), be deemed to be the holder @fpgdlicable Senior Notes Claims for purposes ofithistions to be
made hereunder, and all distributions on accourtioh Senior Notes Claim may be, at the discretiche Debtors
(with the consent of the Steering Group), made h® applicable Senior Notes Indenture Trustee. utths
distributions are made to the applicable SenioeSdbdenture Trustee, as soon as practicable fpaompliance
with the requirements set forth in Article VIII ofie Plan, the Senior Notes Indenture Trustees shalhge to
deliver or direct the delivery of such distributioto or on behalf of the holders of Allowed Serimtes Claims in
accordance with the terms of the Senior Notes Idtea and the Plan. Notwithstanding anything & Pttan to the
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contrary, and without limiting the exculpation anelease provisions of the Plan, the Senior Note&enture
Trustees shall not have any liability to any persgth respect to distributions made or directedbéomade by the
Senior Notes Indenture Trustees.

(c) Distribution of Cash.

Any payment of Cash by the Reorganized Debtorsyauntsto the Plan will be made at the option
and in the sole discretion of the Reorganized Dsliby (i) a check drawn on, or (ii) wire transfesrfi, a domestic
bank selected by the Reorganized Debtors.

(d) Unclaimed Distributions of Cash.

Any distribution of Cash under the Plan that islaimed after six (6) months after it has been
delivered (or attempted to be delivered) shall,spant to section 347(b) of the Bankruptcy Codeobex the
property of the Reorganized Debtors notwithstanding state or other escheat or similar laws tocthr@rary, and
the entitlement by the holder of such unclaimedwd Claim or Allowed Equity Interest to such diafition or
any subsequent distribution on account of suchwdid Claim or Allowed Equity Interest shall be egtished and
forever barred.

(e) Distributions of New HERO Common Stock and Warrants

On or about the Effective Date, the Reorganizedt@sb(or their agent or designee) shall
distribute (i) the Senior Notes Equity Distributiém the holders of the Senior Notes Claims, (i3 ®hareholder
Equity Distribution to the holders of Allowed HERBEquity Interests, and (iii) the New HERO Warrantsthe
holders of Allowed HERO Equity Interests.

)] Unclaimed Distributions of New HERO Common Stockl &darrants.

Any distribution of New HERO Common Stock and Ne&R{D Warrants under the Plan that is
unclaimed after six (6) months after it has beeliveled (or attempted to be delivered) shall beingtd by the
Reorganized Debtors, notwithstanding any statetfercescheat or similar laws to the contrary, dedentitiement
by the holder of such Allowed Claim or Allowed Etyulnterest to such distribution or any subsequistribution
on account of such Allowed Claim or Allowed Equiityerest shall be extinguished and forever barred.

G. Retention of Jurisdiction.

Notwithstanding the entry of the Confirmation Orded the occurrence of the Effective Date, the
Bankruptcy Court shall retain its existing exclusjurisdiction over all matters arising in or odit or related to, the
Chapter 11 Cases or the Plan pursuant to sect@f{g)jland 1142 of the Bankruptcy Code, includinmgsgliction to:

i. resolve any matters related to (a) the assumpdissymption and assignment, or
rejection of any Executory Contract or Unexpireéée to which one or more of
the Debtors or the Reorganized Debtors is partyitht respect to which the
Debtors or the Reorganized Debtors may be liabletamear, determine, and, if
necessary, liquidate, any Claims arising therefranecjuding Cure Claims
pursuant to section 365 of the Bankruptcy Code; @)dany dispute regarding
whether a contract or lease is or was executogxpired;

ii. determine, adjudicate, or decide any other appdioat adversary proceedings,
contested matters, and any other matters penditigeoffective Date;

iii. ensure that distributions to holders of Allowed i@is and Equity Interests are
accomplished as provided herein;

iv. resolve disputes as to the ownership of any Claifquity Interest;
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Vi.

Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.

XVii.

XViii.

XiX.

allow, disallow, determine, liquidate, classifytigmte, or establish the priority,
secured or unsecured status, or amount of any ClainEquity Interest,
including the resolution of any request for paymafriny Administrative Claim
and the resolution of any and all objections to gkeured or unsecured status,
priority, amount, or allowance of Claims or Equityerests;

enter and implement such orders as may be apptepimathe event the
Confirmation Order is for any reason stayed, redokeversed, modified, or
vacated,

issue such orders in aid of execution of the Plarthe extent authorized by
section 1142 of the Bankruptcy Code;

consider any modifications of the Plan, to cure defect or omission, or to
reconcile any inconsistency in any order of the 1Gouncluding the
Confirmation Order;

hear and determine all applications for compensatiad reimbursement of
expenses of professionals under sections 330,a8@1503(b) of the Bankruptcy
Code;

hear and determine disputes arising in connectidtih the interpretation,
implementation, consummation, or enforcement of Bian, including the
release of the Guarantee Claims;

hear and determine any issue for which the Planires a Final Order of the
Court;

hear and determine matters concerning state, lcaadi federal taxes in
accordance with sections 346, 505, and 1146 oB#mkruptcy Code;

hear and determine disputes arising in connectidih wompensation and
reimbursement of expenses of professionals foricesvrendered during the
period commencing on the Petition Date through emtuding the Effective

Date;

hear and determine any Causes of Action presemeédrihe Plan;

hear and determine any matter regarding the existerature, and scope of the
Debtors’ discharge;

hear and determine any matter, case, controvetsly, dispute, or Cause of
Action (i) regarding the existence, nature, andoscof the discharge, releases,
injunctions, and exculpation provided under thenPind (ii) enter such orders
as may be necessary or appropriate to implemertt slischarge, releases,
injunctions, exculpations, and other provisions;

enter a final decree closing the Chapter 11 Cases;
issue injunctions, enter and implement other ordmrsake such other actions as
may be necessary or appropriate to restrain im@myé® by any entity with

consummation or enforcement of the Plan;

adjudicate any and all disputes arising from oatiefj to distributions under the
Plan;
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XX. adjudicate any and all disputes arising from oatieg to the First Lien Exit
Facility Subscription Procedures;

XXi. enforce all orders previously entered by the Cant
XXil. hear any other matter not inconsistent with thekBaptcy Code.

For the avoidance of doubt, the Court shall naineexclusive jurisdiction with respect to the éalling
documents entered into by the Reorganized Debtorsr after the Effective Date: (i) the First LiexiEFacility
Credit Agreement, (ii) the First Lien Exit Facilijocuments, (iii) the New HERO By-Laws, (iv) the W&lERO
Charter, (v) the amended organizational documenttafy of the Reorganized Debtors (other than Reudrgd
Hero), (vi) the New HERO Warrant Agreement and fig New HERO Management Incentive Program
Agreements.

H. Executory Contracts and Unexpired Leases.

The Bankruptcy Code grants the Debtors the powdrjest to the approval of the Court, to
assume or reject executory contracts and unexpe@sks. If an executory contract or unexpiredeléagejected,
the other party to the agreement may file a clandimages, if any, incurred by reason of the tigjec In the case
of the Debtors’ rejection of leases of real propestich damage claims are subject to certain gapesed by the
Bankruptcy Code.

Assumption of Executory Contracts and Unexpired Leaes.

Each Executory Contract and Unexpired Lease skealldemed assumed, without the need for any
further notice to or action, order, or approvatted Bankruptcy Court, as of the Effective Date urgbtion 365 of
the Bankruptcy Code. The assumption of Executorpt@ats and Unexpired Leases hereunder may incdhgle
assignment of certain of such contracts to DebtwrdNon-Debtor Subsidiaries. The Confirmation Oral
constitute an order of the Bankruptcy Court apprgthe above-described assumptions and assignmanisisant to
sections 365 and 1123 of the Bankruptcy Code #seoEffective Date.

Except as otherwise provided herein or agreed tahbyDebtors, the Steering Group, and the
applicable counterparty, each assumed Executorytr&tinor Unexpired Lease shall include all modiiicas,
amendments, supplements, restatements, or otheeragnts related thereto, and all rights relatecetbeif any,
including all easements, licenses, permits, rightsjileges, immunities, options, rights of firstfusal, and any
other interests. Modifications, amendments, supplgs) and restatements to prepetition Executoryr@cts and
Unexpired Leases that have been executed by thioiBeduring the Chapter 11 Cases shall not be deeonalter
the prepetition nature of the Executory ContractUmexpired Lease or the validity, priority, or ambwf any
Claims that may arise in connection therewith.

Cure Claims

At the election of the Debtors (with the consenttloé Steering Group) or the Reorganized
Debtors, as applicable, any monetary defaults urdeh Executory Contract and Unexpired Lease tassemed
under the Plan shall be satisfied pursuant to@e&65(b)(1) of the Bankruptcy Code in one of thiéofving ways:
(i) payment of the Cure Claim in Cash on or as sa®neasonably practicable following the occurresfo@) thirty
(30) days after the determination of the Cure Clamd (B) the Effective Date or such other datenay be set by
the Court; or (ii) on such other terms as agreebytéhe Debtors (with the consent of the Steerimgu@) or the
Reorganized Debtors and the non-Debtor counterpaigych Executory Contract or Unexpired Lease.

In the event of a dispute pertaining to assumptorassignment, the Cure Claim payments
required by section 365(b)(1) of the Bankruptcy €stiall be made following the entry of a Final @rdeorders
resolving the dispute and approving the assumptido. later than the Plan Supplement Filing Datetho extent
not previously filed with the Court and served dfeeted counterparties, the Debtors shall proviolerfotices (in
form and substance reasonably satisfactory to theriBg Group) of proposed assumption and propased
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amounts to be sent to applicable contract and leaseterparties, together with procedures for dbjgahereto and
resolution of disputes by the Court (in form andstance reasonably satisfactory to the Steeringi@ro Any
objection by a contract or lease counterparty pocgposed assumption or related cure amount mufitele served,
and actually received by the Debtors and counsehéo Steering Group by the date on which objectitms
Confirmation are due (or such other date as mgyrteided in the applicable assumption notice). &aynterparty
to an Executory Contract or Unexpired Lease thiég fa object timely to the proposed assumptiorure amount
will be deemed to have assented to such assumputiomre amount.

The only adequate assurance of future performahe# be the promise of the Reorganized
Debtors to perform all obligations under any exeoutontract or unexpired lease under this Plan.

ASSUMPTION OF ANY EXECUTORY CONTRACT OR UNEXPIRED L EASE
PURSUANT TO THE PLAN OR OTHERWISE SHALL RESULT IN T HE FULL RELEASE AND
SATISFACTION OF ANY CLAIMS OR DEFAULTS, WHETHER MON ETARY OR NONMONETARY,
INCLUDING DEFAULTS OF PROVISIONS RESTRICTING THE CH ANGE IN CONTROL OR
OWNERSHIP INTEREST COMPOSITION OR OTHER BANKRUPTCY- RELATED DEFAULTS,
ARISING UNDER ANY ASSUMED EXECUTORY CONTRACT OR UNE XPIRED LEASE AT ANY TIME
BEFORE THE DATE ANY OF THE DEBTORS OR THE REORGANIZ ED DEBTORS ASSUMES SUCH
EXECUTORY CONTRACT OR UNEXPIRED LEASE. ANY PROOFS OF CLAIM FILED WITH
RESPECT TO AN EXECUTORY CONTRACT OR UNEXPIRED LEASE THAT HAS BEEN ASSUMED
SHALL BE DEEMED DISALLOWED AND EXPUNGED, WITHOUT FU RTHER NOTICE TO OR
ACTION, ORDER OR APPROVAL OF THE COURT .

Obligations arising under insurance policies asgslimeany of the Debtors before the Effective
Date shall be adequately protected in accordaniteamy order authorizing such assumption.

Reservation of Rights

Nothing contained in the Plan shall constitute dmiasion by the Debtors that any such contract
or lease is in fact an Executory Contract or UnegilLease or that any Reorganized Debtor has aiflity
thereunder. If there is a dispute regarding wheghgontract or lease is or was executory or umegpat the time of
assumption, the Debtors (with the consent of theei8tg Group) or the Reorganized Debtors, as aggkc shall
have 45 days following entry of a Final Order reswy such dispute to alter their treatment of saohtract or
lease, in which case the deemed assumptions aextiogjs provided for in the Plan shall not applgteh contract
or lease.

Assignment

Any Executory Contract or Unexpired Lease to belliil any of the Debtors or the Reorganized

Debtors and assumed hereunder or otherwise in tapt€r 11 Cases, if not expressly assigned tord party
previously in the Chapter 11 Cases, will be deemssigned to the applicable Reorganized Debtor puatsto
section 365 of the Bankruptcy Code. If an objattima proposed assumption, assumption and assignareCure
Claim is not resolved in favor of the Debtors befdhe Effective Date, the applicable Executory €amitor
Unexpired Lease may be designated by the Debtath ¢(he consent of the Steering Group) or the Raoizpd
Debtors for rejection within five (5) Business Dayfghe entry of the order of the Court resolvihg matter against
the Debtors. Such rejection shall be deemed efieets of the Effective Date.

Post-Petition Contracts and Leases

All contracts, agreements, and leases that werereghtinto by one or more of the Debtors or
assumed by any of the Debtors after the Petitiore Bhall be deemed assigned by the applicable E{spto the
applicable Reorganized Debtor(s) on the EffectiegeD
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Insurance Policies.

Notwithstanding anything in the Plan to the contrall of the Debtors’ insurance policies and
any agreements, documents or instruments relatiegeto, are treated as and deemed to be ExecutoriraCts
under the Plan. On the Effective Date, the Deldbidl be deemed to have assumed all insuranceigoind any
agreements, documents, and instruments relateetoher

l. Miscellaneous Provisions

Immediate Binding Effect

Notwithstanding Bankruptcy Rules 3020(e), 6004{9)62, or otherwise, upon the occurrence of
the Effective Date, the terms of the Plan shallrmediately effective and enforceable and deemadithg upon
the Debtors, the Reorganized Debtors, and any lhdlders of Claims or Equity Interests (irrespeetof whether
such Claims or Equity Interests are deemed to hawepted the Plan), all Entities that are parties tare subject to
the settlements, compromises, releases, dischaagésjnjunctions described in the Plan, each Erditgjuiring
property under the Plan, and any and all non-Detdoties to Executory Contracts and Unexpired Leagth any
of the Debtors.

Governing Law

Unless a rule of law or procedure is supplied ldefal law (including the Bankruptcy Code and
Bankruptcy Rules), the laws of the State of Delan@vithout reference to the conflicts of laws peiens thereof
that would require or permit the application of thev of another jurisdiction) shall govern the coustion and
implementation of the Plan and any agreements,rdents, and instruments executed in connection tg¢hPlan,
unless otherwise specified.

Filing or Execution of Additional Documents

On or before the Effective Date or as soon theeeadis is practicable, the Debtors or the
Reorganized Debtors shall (on terms materially sbest with the Plan) file with the Court or exesutas
appropriate, such agreements and other documentsagpsbe necessary or appropriate to effectuatefantider
evidence the terms and conditions of the Plan, lwhklall be in form and substance reasonably seatisfato the
Steering Group.

Reservation of Rights.

Except as expressly set forth herein, the Plan $taale no force or effect unless and until the
Bankruptcy Court enters the Confirmation Order. it the filing of the Plan, any statement or ps@n
contained herein, nor the taking of any action Hyedtor or any other Entity with respect to thenPs$hall be or
shall be deemed to be an admission or waiver ofrigiys of: (a) any Debtor with respect to the Hoklof Claims
or Equity Interests or other Entity; or (b) any Het of a Claim or an Equity Interest or other Bnfitior to the
Effective Date.

Successors and Assigns.

The rights, benefits and obligations of any Entigmed or referred to herein shall be binding on,
and shall inure to the benefit of, any heir, exeguadministrator, successor or assign of suchynti

Term of Injunctions or Stays.

All injunctions or stays provided for in the Chaptel Cases under sections 105 or 362 of the
Bankruptcy Code, or otherwise, and in existencéhenConfirmation Date, shall remain in full forcedaeffect until
the Effective Date.
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Withholding and Reporting Reguirements.

In connection with the Plan and all instrumentsiégsin connection therewith and distributions
thereon, the Reorganized Debtors shall comply aithwithholding and reporting requirements impodsdany
United States federal, state, local, or non-U.gntpauthority and all distributions hereunder sbal subject to any
such withholding and reporting requirements. Ndtatianding any provision in the Plan to the contrahe
Reorganized Debtors shall be authorized to takeaellons necessary or appropriate to comply witbhsu
withholding and reporting requirements, includifguldating a portion of the distribution to be madweler the Plan
to generate sufficient funds to pay applicable halding taxes, withholding distribution pending egit of
information necessary or appropriate to facilitatech distributions, or establishing any other maddmas they
believe are reasonable and appropriate.

Exemption From Transfer Taxes.

Pursuant to, and to the fullest extent permitted d@gtion 1146(a) of the Bankruptcy Code, all
transfers of property pursuant hereto, includindh@ issuance, transfer, or exchange under thed?lBlew HERO
Common Stock, the New HERO Warrants, the New HER&hagement Incentive Program Equity, and the sgcurit
interests in favor of the lenders under the FingnLEXxit Facility, (ii) the making or assignment afy lease or
sublease, or (iii) the making or delivery of anhetinstrument whatsoever, in furtherance of czdnnection with
the Plan, shall not be subject to any stamp, canvesy, mortgage, sales or use, real estate tramstemding, or
other similar tax or governmental assessment, gath @ntry of the Confirmation Order, the approgriatate or
local governmental officials or agents shall fortpe collection of any such tax or governmental sssent and
accept for filing and recordation any of the forgpinstruments or other documents without the payinof any
such tax, recordation fee, or governmental assegsme

Plan Supplement.

All exhibits and documents included in the PlanBement are incorporated into and are a part of
the Plan as if set forth in full in the Plan. Tdh@cuments contained in the Plan Supplement shall/hgable online
at www.pacer.gov and cases.primeclerk.com/hercutédders of Claims or Equity Interests may obtainopy of
the Plan Supplement upon written request to counstile Debtors. The Debtors reserve the righgdoordance
with the terms hereof, and with the consent of 8teering Group, to modify, amend, supplement, testar
withdraw any part of the Plan Supplement after they filed and shall promptly make such changeslabla
online at www.pacer.gov and cases.primeclerk.coroites.

Conflicts
The terms of the Plan shall govern in the evenarof inconsistency between the Plan and the
Disclosure Statement. In the event of any incoesist with the Plan and the Confirmation Order, @uafirmation

Order shall govern with respect to such inconststen

VIIL. CONFIRMATION AND EFFECTIVENESS OF THE PLAN

A. Conditions Precedent to Effectiveness

The Plan provides that the following conditions aomditions to the entry of the Confirmation
Order unless such conditions, or any of them, lepen satisfied or duly waived in accordance withRlan:

i. the Confirmation Order entered by the Court shellilb form and substance consistent
with the Restructuring Support Agreement or othsewieasonably satisfactory to the
Debtors and the Steering Group;

ii. the Confirmation Order shall not have been stayeatjified, or vacated on appeal,
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iii. the Definitive Documents (as such term is defined thhe Restructuring Support
Agreement) shall be in form and substance congistith the Restructuring Support
Agreement and otherwise reasonably satisfactotlyedebtors and the Steering Group;

iv. all actions, documents, certificates, and agreesnestessary to implement the Plan shall
have been effected or executed and delivered toetpeired parties and, to the extent
required, filed with the applicable Governmentalitsrin accordance with applicable
laws;

V. all authorizations, consents, and regulatory apgleovequired (if any) for the Plan’s
effectiveness shall have been obtained,;

Vi. the Reorganized Debtors shall have executed thst Eien Exit Facility Credit
Agreement and all other First Lien Exit Documerdasd all conditions precedent to
effectiveness of the First Lien Exit Facility shdlave been satisfied or waived in
accordance with the terms of the First Lien Exitifg;

Vii. (a) the Restructuring Support Agreement shall reatehbeen terminated in accordance
with the terms thereof, and such Restructuring 8cpfigreement shall be in full force
and effect; and (b) all conditions to closing settlf in the Restructuring Support
Agreement shall have been satisfied;

viii. since the date of entry into the Restructuring Suppgreement, there shall not have
been a Material Adverse Change;

iX. the assets related to the Highlander, includingatitracts related thereto, shall be owned
in the same Non-Debtor Subsidiaries that owned sissiets prior to the Petition Date.
Since the date of entry into the Restructuring Suppg\greement, such Non-Debtor
Subsidiaries shall have engaged in no other busiateer than the ownership of such
assets and shall not have incurred any other dldigmother than those directly related
to the ownership of such assets; and

X. all unpaid reasonable fees, expenses, costs, ded oharges of the Steering Group’s
professionals (including the fees, expenses, casts other charges of Akin Gump
Strauss Hauer & Feld LLP and Blackstone Advisortrigas L.P.) shall have been paid
pursuant to the applicable fee letters of suchgagibnals.

B. Waiver of Conditions Precedent to Effectiveness

The Debtors, with the written consent of the StegiGGroup, may waive conditions set forth in
Article XI.A of the Plan at any time without leawéor order of the Court and without any formaliact

C. Effect of Failure of Condition

In the event that the Effective Date does not oamuror before fifteen (15) days after the

Confirmation Date, but in no event later than Nobem7, 2015, upon natification submitted by the eb (with
the consent of the Steering Group) to the Courtth@ Confirmation Order may be vacated, (ii) netritbutions
under the Plan shall be made; (iii) the Debtors @htolders of Claims and Equity Interests shallrbstored to the
status quo ante as of the day immediately precettiagConfirmation Date as though the ConfirmaticatebDhad
never occurred; and (iv) the Debtors’ obligationghwespect to the Claims and Equity Interests |steahain
unchanged and nothing contained in the Plan sbaktiute or be deemed a waiver, release, or digehaf any
Claims or Equity Interests by or against the Debtarany other person or to prejudice in any matimerights of
the Debtors or any person in any further proceedingolving the Debtors unless extended by Coutenr
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D. Vacatur of Confirmation Order

If a Final Order denying confirmation of the Planéantered, or if the Confirmation Order is
vacated, then the Plan shall be null and void limespects, and nothing contained in the Plan sfipkkonstitute a
waiver, release, or discharge of any Claims, Guaea@laims, or Equity Interests; (ii) prejudiceainy manner the
rights of the holder of any Claim, Guarantee Claon,Equity Interest; (iii) prejudice in any mannany right,
remedy, or claim of the Debtors or the Non-Debtob$diaries; or (iv) be deemed an admission agaitstest by
the Debtors or the Non-Debtor Subsidiaries.

E. Modification of the Plan

Subject to the limitations contained in the Pland aubject to the terms of the Restructuring

Support Agreement, (i) the Debtors reserve thet riglith the consent of the Steering Group), in adaace with
the Bankruptcy Code and the Bankruptcy Rules, terahor modify the Plan prior to the entry of thenfanation
Order, including amendments or modifications tas§asection 1129(b) of the Bankruptcy Code, amdafter entry
of the Confirmation Order, with the consent of Bteering Group, the Debtors or the Reorganized @spas the
case may be, may, upon order of the Court, amendaalify the Plan, in accordance with section 112%fbthe
Bankruptcy Code. Notwithstanding the foregoing tBonfirmation Order shall authorize the Debtorghvthe
consent of the Steering Group) or the Reorganizett®s, as the case may be, to make appropriat@itat
adjustments, remedy any defect or omission, orm@any inconsistencies in the Plan, the documamiuded in
the Plan Supplement, any and all exhibits to tlea Pand/or the Confirmation Order, as may be nacgde carry
out the purposes and effects of the Plan, providediever, that such action does not materiallyaoheersely affect
the treatment of holders of Allowed Claims or Eguitterests pursuant to the Plan.

F. Revocation, Withdrawal, or Non-Consummation.

Right to Revoke or Withdraw

The Debtors (with the consent of the Steering Gyaaperve the right to revoke or withdraw the
Plan at any time before the Effective Date; progideowever, that this provision shall have no intgacthe rights
of the Steering Group, as set forth in the Reatinirog Support Agreement, in respect of any suclocation or
withdrawal.

Effect of Withdrawal, Revocation, or Non-Consummaton

If the Debtors revoke or withdraw the Plan priothe Effective Date, or if the Confirmation Date
or the Effective Date does not occur, the Plan, satflement or compromise embodied in the Planydicg the
fixing or limiting to an amount certain any Claimn Bquity Interest or Class of Claims or Equity het&ts), the
assumption or rejection of Executory Contracts, xpired Leases or benefit plans effected by the ,Rlag release,
exculpation, or indemnification provided for in tRéan, and any document or agreement executed gnirsu the
Plan shall be null and void. In such event, nothountained herein, and no acts taken in prepardton
consummation of the Plan shall be deemed to catestit waiver or release of any Claims by or agand$Equity
Interests in the Debtors or any other Person, ¢gudice in any manner the rights of the Debtoramy Person in
any further proceedings involving the Debtors,mconstitute an admission of any sort by the Debtwrany other
Person.

IX. CONFIRMATION PROCEDURES

A. Combined Disclosure Statement and Confirmation Heang

Section 1129(a) of the Bankruptcy Code requiresaakhuptcy court, after notice, to hold a
hearing on confirmation of a chapter 11 plan aratiee 1129(b) provides that any party in interestynobject to
the confirmation of the chapter 11 plan. When fhebtors commence their Chapter 11 Cases, they will
contemporaneously file a motion on the PetitioneDet schedule a hearing on the adequacy of thelddise
Statement, the sufficiency of the solicitation mdares, and confirmation of the PlarCdmbined Hearing’).
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Notice of the Combined Hearing will be provided holders of Claims and Equity Interests or their rageor
representatives as established in the order esttidyi the schedule for the Combined Hearing arateélobjections
(“Notice of Combined Hearing). Objections to the Disclosure Statement andficmation of the Plan must be
filed with the Court by the date set forth in thetlde of Combined Hearing and will be governed anBuptcy
Rules 3020(b) and 9014 and the local rules of tbarC UNLESS AN OBJECTION IS TIMELY FILED AND
SERVED, IT MAY NOT BE CONSIDERED BY THE COURT.

B. Standards for Confirmation

At the Confirmation Hearing, the Bankruptcy Courillveonfirm the Plan only if all of the
requirements of section 1129 of the Bankruptcy Cademet. Among the requirements for confirmatéma plan
are that the plan is (i) accepted by all Impairkdses of Claims and Equity Interests or, if rejddty an Impaired
class, that the plan “does not discriminate unfaidnd is “fair and equitable” as to such class, f@asible and
(iii) in the “best interests” of creditors and efyuinterest holders that are Impaired under the.Pla

The following requirements must be satisfied punsda section 1129(a) of the Bankruptcy Code
before the Bankruptcy Court may confirm a plan @rganization. The Plan fully complies with thatstory
requirements for Confirmation listed below.

* The Plan complies with the applicable provisionshef Bankruptcy Code.

* The proponents of the Plan have complied with tpelieable provisions of the
Bankruptcy Code.

* The Plan has been proposed in good faith and nahipyneans forbidden by law.

* Any payment made or to be made by the Debtorsr{grother proponent of the Plan) or
by a Person issuing Securities or acquiring prgpenider the Plan, for services or for
costs and expenses in or in connection with theptéhd 1 Cases, in connection with the
Plan and incident to the Chapter 11 Cases is sutmjethe approval of the Bankruptcy
Court as reasonable.

e« The Debtors (or any other proponent of the Planyehdisclosed the identity and
affiliations of any individual proposed to servdtea Confirmation, as a director, or
officer, the Reorganized Debtors, any Affiliatetbé Debtors reorganized under the Plan,
or any successor to the Debtors under the Planthen@ppointment to, or continuance in,
such office of such individual is consistent witte tinterests of Creditors and holders of
Interests and with public policies.

* The proponent of the Plan has disclosed the ideotiainy Insider that will be employed
or retained the Reorganized Debtors and the nafiary compensation for such Insider.

e Any governmental regulatory commission with juretdin, after confirmation of the
Plan, over the rates of the Debtors has approvedade change provided for in the Plan,
or such rate change is expressly conditioned oh approval.

e With respect to each holder within an Impaired €lag Claims or Interests, each such
holder (a) has accepted the Plan or (b) will rez@ivretain under the Plan on account of
such Claim or Interest property of a value, ashef Effective Date, that is not less than
the amount that such holder would so receive ainef the Debtors were liquidated
under chapter 7 of the Bankruptcy Code on such date

»  With respect to each Class of Claims or Interesish Class (a) has accepted the Plan or
(b) is Unimpaired under the Plan (subject to theafit-down” provisions discussed
below).
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e The Plan provides for treatment of Claims, as apple, in accordance with the
provisions of section 507(a) of the Bankruptcy Code

« If a Class of Claims or Equity Interests is Impditender the Plan, at least one Class of
Claims or Equity Interests that is Impaired undee tPlan has accepted the Plan,
determined without including any acceptance ofRlan by any Insider.

» Confirmation is not likely to be followed by thegliidation, or the need for further
financial reorganization, of the Reorganized Deftar any successor to the Debtors
under the Plan, unless such liquidation or reomgitin is proposed in the Plan.

» All fees payable under 28 U.S.C. § 1930 have besd pr the Plan provides for the
payment of all such fees on the Effective Date.

Best Interests Test/Liquidation Analysis

As described above, section 1129(a)(7) of the Bartkly Code requires that each holder of an
Impaired Claim or Interest either (a) accept trenRir (b) receive or retain under the Plan propefry value, as of
the Effective Date, that is not less than the vaueh holder would receive if the Debtors wereitiqted under
chapter 7 of the Bankruptcy Code. To assist heldierdetermining whether the Plan meets this requént, the
Debtors, with the assistance of Alvarez & Mars®l&M "), have prepared an unaudited liquidation anajystsch
is attached hereto a@sxhibit E (the “Liguidation Analysis”). The distributions to all classes of Claims and
Interests will exceed any likely recovery under ptlea 7 of the Bankruptcy Code. Therefore, as nfatly
discussed in further detail in Article X.A of tHBisclosure Statement, the Debtors believe thaPtha satisfies the
best interests test of Bankruptcy Code section (E)PB).

Feasibility

The Bankruptcy Code requires that a debtor dematestthat confirmation of a plan of
reorganization is not likely to be followed by ligation or the need for further financial reorgatian. For
purposes of determining whether the Plan meetsrégjsirement, the Debtors have analyzed theirtghii meet
their obligations under the Plan. As part of thiglysis, and as discussed in further detail inckrtX.A of this
Disclosure Statement, the Debtors have prepargeqtians, which, together with the assumptions drictv they
are based, are attached heret&dsibit D (the “Einancial Projections’). Based on such Financial Projections, the
Debtors believe that they will be able to makepalyments required under the Plan. Therefore, @uoafion of the
Plan is not likely to be followed by liquidation tite need for further reorganization.

Confirmation Without Acceptance by All Impaired Classes

Under Bankruptcy Code section 1129(b), the Bankmup€ourt may confirm a plan of
reorganization over the rejection or deemed rejaatif the plan of reorganization by a class ofrakabr interests if
the plan of reorganization “does not discriminatéairly” and is “fair and equitable” with respect such class. In
these cases, only the class of HERO Equity Inteiesieemed to reject the Plan. As set forth ruhg below, the
Plan does not unfairly discriminate against theda of such HERO Equity Interests and is fair eqditable with
respect to such Interests. Indeed, holders of HER]Gity Interests are receiving New HERO Equityefasts and
New HERO Warrants despite the fact that they ateobthe money.

No Unfair Discrimination

This test applies to Classes of Claims or Equitierests that are of equal priority and are
receiving different treatment under the Plan. Tés does not require that the treatment be the saraquivalent,
but that such treatment be “fair.” The Debtorsnd believe the Plan discriminates unfairly agaarsy Impaired
Class of Claims or Equity Interests. The Debtabelve the Plan and the treatment of all ClasseSlainms and
Equity Interests under the Plan satisfy the fonegoequirements for nonconsensual confirmation.
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Fair and Equitable Test

This test applies to Classes of different prioatyd status (e.g., secured versus unsecured) and
includes the general requirement that no Classla@h® or Equity Interests receive more than 100%hefamount
of the allowed Claims or Equity Interests in sudhsS. As to the dissenting Class, the test sétreint standards
depending on the type of Claims or Equity Interestthe Debtor in such Class. In order to demeanstthat a plan
is fair and equitable, the plan proponent must destrate:

» Secured Creditors: Each holder of a secured cldith:retains its liens on the property,
to the extent of the allowed amount of its secutkadm, and receives deferred cash
payments having a value, as of the effective dathe chapter 11 plan, of at least the
allowed amount of such claim; (2) has the rightredit bid the amount of its claim if its
property is sold and retains its liens on the pedseof the sale (or if sold, on the
proceeds thereof); or (3) receives the “indubitatdpiivalent” of its allowed secured
claim.

» Unsecured Creditors: Either (1) each holder ofmapaired unsecured claim receives or
retains under the chapter 11 plan property of aevaélqual to the amount of its allowed
claim or (2) the holders of claims and interestst tre junior to the claims of the non-
accepting class will not receive any property urilerchapter 11 plan.

» Equity Interests: Either (1) each holder of an amnpd interest will receive or retain
under the chapter 11 plan property of a value eutile greatest of the fixed liquidation
preference to which such holder is entitled, thedi redemption price to which such
holder is entitled, or the value of the interes{2rthe holders of interests that are junior
to the non-accepting class will not receive oriretny property under the chapter 11
plan.

The Debtors believe the Plan satisfies the “fail aguitable” requirement notwithstanding that
Class 7 is deemed to reject the Plan, because, sisch Class, there is no Class of equal priogteiving more
favorable treatment and no Class that is juniosuoh Class will receive or retain any property cooant of the
Claims in such Class.

The Release, Exculpation and Injunction Provision€ontained in the Plan

Article VIILE of the Plan provides for releases adrtain claims and Causes of Action that the

Debtors may hold against the Released Parties.R€leased Parties are comprised of the followintitiEs: (a) the
Non-Debtor Subsidiaries; (b) the Steering Group;tlfe Steering Group Members; (d) the Senior Naidenture
Trustees; and (e) with respect to each of the firggEntities in clauses (a) through (d), such tiistipredecessors,
successors and assigns, affiliates, subsidianiggjsf portfolio companies, management companies,each of
their respective current and former (to the exemployed or serving at any time during the ChafiterCases)
directors, officers, members, employees, partnerapagers, independent contractors, agents, repaésen,
principals, Professionals, consultants, financidVisors, attorneys, accountants, investment bankerd other
professional advisors (each solely in their cagaaitsuch).

Article VII.F of the Plan provides for releasesagirtain claims and Causes of Action that holders
of Claims or Equity Interests may hold against tReleased Parties in exchange for good and valuable
consideration, including the service of the ReldaBarties to facilitate the reorganization of thebirs, the
implementation of the restructuring contemplatedtiiy Restructuring Support Agreement or the Plawdl the
compromises contained in the Plan (tfighitd-Party Releas€’). The holders of Claims and Interests who are
releasing certain claims and Causes of Action ay#ive Released Parties under the Third-Party Releelude: (a)
the Senior Notes Indenture Trustees; (b) the StgeBiroup and the Steering Group Members; (¢) ahgehamf an
Impaired Claim that (i) votes to accept the Plafiipeither (A) abstains from voting, (B) votesngect the Plan or
(C) is a Non-Eligible Noteholder and, in the caseither (A), (B) or (C), does not opt out of theluntary release
contained in Section VII.F of the Plan by checkihg opt out box on the Ballot, and returning iagtordance with
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the instructions set forth thereon, indicating tiety opt not to grant the releases provided irPfam; (d) holders of
Unimpaired Claims; (e) any holder of a HERO Equityerest that does not opt out of the voluntaryeasé

contained in Section VII.F of the Plan by checkihg opt out box on the Equity Release Consent Notnd

returning it in accordance with the instructions feeth thereon, indicating that they opt not t@mjr the releases
provided in the Plan; (f) the current and formdficefs and directors of the Debtors, the Reorgah2ebtors, and
the Non-Debtor Subsidiaries; and (g) with respeatdch of the foregoing Entities in clauses (apugh (f), such

Entity’s predecessors, successors and assign$iateffi subsidiaries, funds, portfolio companiegnagement
companies, and each of their respective currentfamder shareholders, directors, officers, membensployees,

partners, managers, independent contractors, agesggesentatives, principals, consultants, firgneidvisors,

attorneys, accountants, investment bankers, area ptbfessional advisors (each solely in their ciapas such).

Article VII.G of the Plan provides for the exculpmat from liability of each Exculpated Party for
any Restructuring-Related Actions. The releasatl exculpated claims are limited to those claimauses of
Action that may have arisen in connection withatedl to, or arising out of the restructuring of tebtors or the
Chapter 11 Cases.

Article VII.H of the Plan permanently enjoins Ei@it who have held, hold, or may hold Claims or
Equity Interests against the Debtors that have ekrased or discharged pursuant to the Plan oswvgect to
exculpation pursuant to the Plan from assertindh S0laims or Equity Interests, or taking certainestlactions,
against the Debtors, the Reorganized Debtors anBéteased Parties.

Under applicable law, the Debtors’ release of tiedeBsed Parties is appropriate where: (a) there
is an identity of interest between the debtor dedthird party, such that a suit against the reléa®n-debtor party
is, at core, a suit against the debtor or will deplassets of the estate; (b) there is a subdtaati&ribution by the
non-debtor of assets to the reorganization; (c) itjenction is essential to the reorganization; (Hgre is
overwhelming creditor support for the injunctiomda(e) the chapter 11 plan will pay all or substdiyt all of the
claims affected by the injunctionSee In re Indianapolis Downs, LLC, 486 B.R. 286, 303 (Bankr. D. Del. 2013).
Importantly, these factors are “neither exclusiee are they a list of conjunctive requirements,t Yilnstead, they
are helpful in weighing the equities of the patcicase after a fact-specific reviewld. Further, a chapter 11 plan
may provide for a release of third party claimsiagfanon-debtors, such as the Third-Party Releakere such
releases are consensuéil. at 304-06. In addition, exculpation is approgriahere it applies to estate fiduciaries.
Id. at 306. Finally, an injunction is appropriate whét is necessary to the reorganization and failspant to
section 105(a) of the Bankruptcy Codgee Inre W.R. Grace & Co., 475 B.R. 34, 107 (D. Del. 2012).

The Debtors believe that the releases, exculpatiand injunctions set forth in the Plan are
appropriate because, among other things, the edease narrowly tailored to the Debtors’ restruomr
proceedings, and each of the Released Partiesfiuadeal value to the Debtors and aided in the raoization
process, which facilitated the Debtors’ abilitypmpose and pursue confirmation of the Plan. Thabt&rs believe
that each of the Released Parties has playedegrahtrole in negotiating and formulating the Restturing Support
Agreement and the Plan and has expended signifii@et and resources analyzing and negotiating $saeis
presented by the Debtors’ prepetition capital stme&c Furthermore, holders of Senior Notes Claamesvoluntarily
forgoing their right to part of the distributionsder the Plan that they are otherwise entitlecet®ive so that the
Debtors can (i) pay in full Allowed General UnsesditClaims, such as the Claims of suppliers and a=ndh the
ordinary course according to existing business $eamd (ii) provide a Pro Rata distribution of atjmor of the New
HERO Common Stock and the New HERO Warrants to disldf HERO Equity Interests in exchange for the
surrender or cancellation of their Equity Interegiovided that they do not opt out of the voluptaeleases
contained in the Plan. In addition, certain haddef Senior Notes Claims have agreed to backstep-itst Lien
Exit Facility. The Debtors further believe thathueleases, exculpations, and injunctions arecassary part of
the Plan. Finally, the Debtors believe the Thiattl Release is entirely consensual under the lestad case law
in the United States Bankruptcy Court for the Déstof Delaware. See Indianapolis Downs, 486 B.R. at 304-06.
The Debtors will be prepared to meet their burdenestablish the basis for the releases, exculpgtiand
injunctions for each of the Released Parties ant Eaculpated Party as part of Confirmation of Fen.
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C. Alternatives to Confirmation and Consummation of the Plan

If the Plan is not confirmed and consummated, tterratives to the Plan include (i) liquidation
of the Debtor under chapter 7 of the Bankruptcy éCadd (ii) an alternative plan of reorganizationaoplan of
liquidation.

The Court could confirm a plan different from théad® While the Plan provides for the
reorganization of the Debtors’ business as a gemmcern and the conversion of approximately $1lfobiof
funded debt into equity, a different plan might ofwe either a reorganization and continuation af Bebtors’
business or, in the alternative, a sale or liquitabf the Debtors’ assets. In the event the Bamot confirmed,
there is no guaranty the Debtors will be able ttambany investment at all, let alone one that \@opifovide
recoveries as favorable to its stakeholders asetipogvided pursuant to the Plan. As an alternativa going
concern reorganization, a sale or liquidation obfdes’ assets would, in Debtors’ view, be unlikédy provide
returns equal or greater to the returns providethbyPlan.

The Debtors believe that any alternative to thenRl@uld provide far less certainty and could
involve a larger Claims pool, diminished recoverggnificant delay, and larger administrative sosThe Debtors
believe that the Plan, as described herein, enatreditors to realize the highest and best valudeurthe
circumstances as compared to any foreseeableatiteyn

If no plan is confirmed, the Chapter 11 Cases maygdnverted to cases under chapter 7 of the
Bankruptcy Code, pursuant to which a trustee wdaddappointed or elected to liquidate the Debtossets for
distribution in accordance with the priorities dditshed by chapter 7 of the Bankruptcy Code. Auksion of the
effects that a chapter 7 liquidation would havetenrecoveries of holders of Claims and Equityrieses is set forth
in the Liquidation Analysis annexed Bghibit E to this Disclosure Statement. For the reasongsegltbe Debtors
believe that liquidation under chapter 7 of the Baptcy Code would result in smaller distributidmesing made to
creditors than those provided for in the Plan.

X. LIQUIDATION ANALYSIS, VALUATION AND FINANCIAL PROJE  CTIONS

A. Liquidation Analysis

The Debtors believe that the Plan provides a great®very for holders of Allowed Claims and

Equity Interests as would be achieved in a liquagatinder chapter 7 of the Bankruptcy Code. Tleigebis based
on a number of considerations, including: (a) tkely erosion in value of the Debtors’ rigs andaals in a chapter
7 case in the context of an expeditious liquidatiord the “forced sale” atmosphere that would ptewader a
chapter 7 liquidation; (b) the additional Admingive Claims generated by conversion to a chaptasé and any
related costs in connection with a chapter 7 ligtiah; (c) the absence of a robust market for ithg@dation sale of
the Debtors’ assets and services in which suchisaasd services could be marketed and sold; anihédjdditional
claims that would arise by reason of the breactejaction in a chapter 7 of obligations under Iszaed executory
contracts that would otherwise be assumed unddrldre

The Debtors, with the assistance of A&M, have pregathe Liquidation Analysis, which is
attached hereto a@sxhibit E, to assist holders of Claims and Interests inu@atalg the Plan. The Liquidation
Analysis compares the projected recoveries thatidvmsult from the liquidation of the Debtors irhgpothetical
case under chapter 7 of the Bankruptcy Code withetftimated distributions to holders of Allowed i@ia and
Interests under the Plan. The Liquidation Analysisased on the value of the Debtors’ assetsiahiliies as of a
certain date and incorporates various estimatesaasamptions, including a hypothetical conversma thapter 7
liquidation as of a certain date. Further, the uid@tion Analysis is subject to potentially matéridnanges,
including with respect to economic and businesdlitmms and legal rulings. Therefore, the actigulitlation value
of the Debtors could vary materially from the esttenprovided in the Liquidation Analysis.

B. Valuation Analysis
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The Plan provides for the distribution of (a) NeeERIDO Common Stock to holders of Senior
Notes Claims in Class 3 and HERO Equity Interest€lass 7 and (b) New HERO Warrants to holders BRB
Equity Interests in Class 7, in each case uponuwonsation of the Plan. Accordingly, Lazard, at thquest of the
Debtors, has performed an analysis, which is aghdmereto agxhibit F, of the estimated implied value of
Reorganized HERO and its subsidiaries on a goimg@m basis as of September 30, 2015 (taldation
Analysis’). The Valuation Analysis, including the procedsrfollowed, assumptions made, qualifications, and
limitations on review undertaken described thersimuld be read in conjunction with Article XI ¢fi$ Disclosure
Statement, entitledCertain Risk Factors to be Considered The Valuation Analysis is dated July 13, 20&5d
is based on data and information as of that daezard makes no representations as to change<hodsiia and
information that may have occurred since the datheoValuation Analysis.

C. Financial Projections

In connection with the planning and developmerthefPlan, the Debtors prepared projections for
the calendar years 2015 through 2018 to preseraritieipated impact of the Plan. The projectiopsuane that the
Plan will be implemented in accordance with itdedaerms. The Debtors are unaware of any circamasts as of
the date of this Disclosure Statement that wouljlire the re-forecasting of the projections dueatmaterial
change in the Debtors’ prospects. The projectamesbased on forecasts of key economic variabldsneay be
significantly impacted by, among other factors,raes in the competitive environment, regulatoryngfes, and/or
a variety of other factors, including the factoistdd in this Disclosure Statement and in the mtajes.
Accordingly, the estimates and assumptions undeglyie projections are inherently uncertain andsatgect to
significant business, economic, and competitive ediainties. Therefore, such projections, estimatasd
assumptions are not necessarily indicative of cirvalues or future performance, which may be $icptly less
or more favorable than set forth herein. The mtig@as should be read in conjunction with the agsions,
qualifications, and explanations set forth in thisclosure Statement and other financial informati@he Debtors’
financial projections for the calendar years 2didugh 2018 including management’s assumptionsectldoereto,
are attached hereto Bghibit C.

The Financial Projections are “forward-looking staents” within the meaning of the Private

Securities Litigation Reform Act of 1995. Facttinat could cause actual results to differ materimitiude, but are
not limited to: the ability of Reorganized HEROdperate the Reorganized Debtors’ businesses censisith its
projections generally, including the ability to miiin or increase revenue and cash flow to sattsfyiquidity
needs, service its indebtedness and finance theimmgbligations of its business, and to managefutare
operating expenses and make necessary capital dityres; the ability of the Reorganized Debtorsamply with
the covenants and conditions under their creditiies and their ability to borrow thereunder; tloss or reduction
in business from the Debtors’ significant custommrshe failure of the Debtors’ significant custasi¢o perform
their obligations to the Debtors; the loss or matatowntime of major suppliers; material declineslemand for
services; changes in production of, or demandhfgdrocarbons, either generally or in particulai@ag; changes in
the typical seasonal variations; social or polltigarest or conflict in areas where Hercules cotglits business,
particularly in foreign countries; increases intsascluding, without limitation, crew wages, inaace, provisions,
repairs and maintenance; changes in rules andategnug applicable to the industry including, withdimitation,
legislation adopted by international organizatiasby individual countries; actions by the courtse U.S.
Department of Justice or other governmental or le¢gry authorities, and the results of the legalcpedings to
which the Reorganized Debtors or any of their iatlls may be subject; changes in the conditiorhefDebtors’
operating assets or applicable maintenance or atgyl standards (which may affect, among othergthirthe
Debtors’ anticipated maintenance and repair co#ts);Reorganized Debtors’ ability to attract andntaan key
executives, managers and employees; changes irrafjeth@mestic and international political conditiprend
adverse changes in foreign currency exchange affexsing the Debtors’ expenses.

The projections should be read in conjunction Artiée Xl of this Disclosure Statement,
entitled “Certain Risk Factors to be Considered.”

D. Other Available Information

HERO files with the SEC its Annual Report on ForBK, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K and all required amesmimto those reports, proxy statements and ratjcstr
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statements.You may read and copy any material HERO files whign SEC at the SEC’s Public Reference Room at
100 F Street, NE, Washington, DC 20549. You masp abtain information on the operation of the Rubli
Reference Room by calling the SEC at 1-800-SEC-0380addition, the SEC maintains an internet site a
www.sec.gov that contains reports, proxy and infiian statements, and other information regardssyers,
including HERO, that file electronically.

All of HERO's reports and materials filed with tis=C are available free of charge through its
website, www.herculesoffshore.com, as soon as naddp practical, after HERO electronically fileschumaterial
with the SEC.

HERO's consolidated financial statements for tharyended December 31, 2014, together with
other financial information for prior reporting peds, are included in its Form 10-K for the fisgadar ended
December 31, 2014, filed with the SEC on March@,® Such information was prepared assuming teR®I
will continue as a going concern and contemplagertfalization of assets and the satisfaction dilitees in the
normal course of business. The Company’s abititgdntinue as a going concern, however, may beiragarit
upon, among other factors, the Bankruptcy Coumjsraval of a plan of reorganization in the ChagdtérCases and
the Company’s ability to implement such a planeafrganization.

XI. CERTAIN RISK FACTORS TO BE CONSIDERED

HOLDERS OF CLAIMS AGAINST THE DEBTORS SHOULD READ A ND CONSIDER
CAREFULLY THE RISK FACTORS SET FORTH BELOW, AS WELL AS THE OTHER INFORMATION
SET FORTH IN THIS DISCLOSURE STATEMENT (AND THE DOC UMENTS DELIVERED
TOGETHER HEREWITH AND/OR INCORPORATED HEREIN BY REF ERENCE) PRIOR TO VOTING
TO ACCEPT OR REJECT THE PLAN. THESE RISK FACTORS SHOULD NOT, HOWEVER, BE
REGARDED AS CONSTITUTING THE ONLY RISKS INVOLVED IN CONNECTION WITH THE PLAN
AND ITS IMPLEMENTATION.

A. General
The following provides a summary of various impattaonsiderations and risk factors associated
with the Plan; however, it is not exhaustive. tmsidering whether to vote to accept or rejectRlan, holders of
Claims and Equity Interests should read and cdyetainsider the risk factors set forth below, adlas all other

information set forth or otherwise referenced @oiporated by reference in this Disclosure Statémen

B. Certain Bankruptcy Law Considerations

Parties in Interest May Object to the Debtors’ €ification of Claims and Interests.

Section 1122 of the Bankruptcy Code provides thatehtor may place a claim or an equity
interest in a particular class under a plan of ganization only if such claim or equity interestsigbstantially
similar to the other claims or equity interestsirth class. The Debtors believe that the claasific of Claims and
Equity Interests in the Plan complies with the Baipkcy Code requirements because the Debtors fitaks§ilaims
and Equity Interests, each encompassing Claimsgaitf Interests, as applicable, that are substinsamilar to
the other Claims and Equity Interests in each silielss. Nevertheless, there can be no assurance¢h@ourt will
reach the same conclusion.

Contingencies Not to Affect Votes of Impaired Cls$o Accept or Reject the Plan.

The distributions available to holders of Allowedaiths under the Plan can be affected by a
variety of contingencies, including, without lintitan, whether or not the Court enters an order siibhating
certain Allowed Claims to other Allowed Claims. & bccurrence of any and all such contingenciesghvbould
affect the distributions available to holders ofoMted Claims under the Plan, will not affect théidity of the vote
taken by the Voting Class to accept or reject tla@ Br require any sort of revote by the Voting<Sla

Active 19549401 62



Case 15-11685-KJC Doc 16 Filed 08/13/15 Page 75 of 107

The Debtors May Fail to Satisfy the SolicitationgREements Requiring a Re-Solicitation.

Section 1126(b) of the Bankruptcy Code provideg the holder of a claim against, or equity
interest in, a debtor who accepts or rejects a plaporganization before the commencement of tehnd 1 case is
deemed to have accepted or rejected such plan timel@ankruptcy Code so long as the solicitatiowaits was
made in accordance with applicable non-bankrupdey doverning the adequacy of disclosure in conaectiith
such solicitation or, if such laws do not existclsuacceptance was solicited after disclosure ofedadte
information” as defined in section 1125 of the Baugtcy Code.

Additionally, Bankruptcy Rule 3018(b) states thatader of a claim or equity interest who has
accepted or rejected a plan before commencemethiteofase under the Bankruptcy Code will not be dekto
have accepted or rejected the plan if the Coudsfithat the plan was not transmitted to substéytadl creditors
and equity security holders of the same class, dhatinreasonably short time was prescribed focisation of
creditors or equity security holders to acceptajeat the plan, or that the solicitation was not@mpliance with
section 1126(b) of the Bankruptcy Code.

To satisfy the requirements of Bankruptcy Codeisect126(b) and Bankruptcy Rule 3018(b),
the Debtors will be delivering the solicitation maals to all Holders of Senior Notes Claims asttadf Voting
Record Date, although only Accredited Investors @nadlified Institutional Buyers are being solicitedd will have
their votes counted. Accordingly, the Debtorsdgdithat the solicitation is proper under applieaimn-bankruptcy
law, rules, and regulations. The Debtors cannatdo&ain, however, that the solicitation of accapés or rejections
will be approved by the Court, and if such apprasalot obtained, Confirmation of the Plan coulddemied. If the
Court were to conclude that the Debtors did ndsBathe solicitation requirements, then the Debtoray seek to
re-solicit votes to accept or reject the Plan dicgosotes from one or more Classes not previoussliicited. The
Debtors cannot provide any assurances that suebsalicitation would be successful. Re-solicitataould delay
or jeopardize Confirmation of the Plan and resultarmination of the Restructuring Support AgreetneNon-
confirmation of the Plan and loss of the benefitgler the Restructuring Support Agreement could lragu
protracted Chapter 11 Cases, which could signifigaand detrimentally impact relationships with dens,
suppliers, employees, and major customers.

The Restructuring Support Agreement Could be Teairith

The Restructuring Support Agreement contains aegeavisions that give the Steering Group the
ability to terminate the Restructuring Support Agrent if various conditions are satisfied. Amortigeo things,
the Restructuring Support Agreement provides that dppointment of an official committee of equigcagrity
holders in the Chapter 11 Cases would constitugrraination event due to the fact that, based envaluation
Analysis, holders of HERO Equity Interests are antitled to a distribution under the Plan. As dotbove,
termination of the Restructuring Support Agreemeotild result in protracted Chapter 11 Cases, wisizhld
significantly and detrimentally impact relationsbiwith vendors, suppliers, employees, and majcioouers.

Risk of Non-Confirmation, Non-Occurrence, or Detdithe Plan.

Because the Plan is proposed as a prepackagedhmabebtors will begin soliciting votes before
the commencement of Chapter 11 Case. If votesemaived from holders of Senior Note Claims in neméand
amount sufficient to satisfy the requirements tafto a chapter 11 plan, then the Debtors will coenece the
Chapter 11 Cases and seek Confirmation of the &asoon as reasonably practicable. If insufficiestes are
received, the Debtors may seek to accomplish annaitive to the Plan. There can be no assuraatéhi terms of
an alternative plan would be similar, or as favégato the Holders of Allowed Claims or Allowed EBtylnterests
as those proposed by the Plan. Additionally, & Bian is not accepted prior to the Petition Datehle requisite
number of votes from the holders of Senior NoteirG$a then the Debtors may commence the ChapterakesC
without the benefit of a pre-negotiated plan ofrgamization or could pursue other out-of- courttmeguring
alternatives.

For the Debtors to emerge successfully from thep@hiall Cases as a viable entity, the Debtors,

like any other chapter 11 debtor, must obtain aygdrof the Plan from its creditors and confirmatiointhe Plan
through the Court, and then successfully implertleatPlan. The foregoing process requires the Dglbo(i) meet
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certain statutory requirements with respect to ddequacy of this Disclosure Statement, (ii) solaid obtain
creditor acceptances of the Plan, and (iii) fulfither statutory conditions with respect to theficoration of the
Plan.

Although the Debtors believe that the Plan sasisfil of the requirements necessary for
confirmation by the Court, there can be no asswraénat the Court will reach the same conclusiororédver, there
can be no assurance that modifications to the wWithmot be required for Confirmation, or that suctodifications
would not necessitate the re-solicitation of vdteaccept the Plan, as modified. Additionally,itsyterms, the Plan
will not become effective unless, among other thjripe conditions precedent described in Articld. Xl of this
Disclosure Statement have been satisfied or waiveadcordance with Article XI.A of the Plan.

Risk of Non-Occurrence of the Effective Date.

Although the milestones in the Restructuring Suppgreement require that the Effective Date
occur by November 7, 2015, there can be no assei@nto such timing or that the conditions to tffediive Date
contained in the Plan will ever occur. The impHet a prolonging of the Chapter 11 Cases may loawvéhe
Company’s operations cannot be accurately prediotequantified. The continuation of the Chapter Qdses,
particularly if the Plan is not approved, confirmed implemented within the time frame currentlyntmmplated,
could adversely affect operations and relationshipsveen Hercules and its customers and chartesepgliers,
vendors, service providers, and other creditors @silt in increased professional fees and sinelguenses.
Failure to confirm the Plan could further weaker thompany’s liquidity position, which could jeopem the
Company’s exit from chapter 11.

Holders of HERO Equity Interests May Not ReceiveyAJistribution if the Plan is Not Confirmed.

Based on the Valuation Analysis, there is no vatuthe Debtors for holders of HERO Equity

Interests who are “out of the money.” Accordinglyey are not entitled to a distribution on accoaftheir HERO
Equity Interests. Notwithstanding the foregoingge tPlan provides that, in exchange for the surrerude
cancellation of their HERO Equity Interests and tfog releases by such holders of the ReleasedePdnblders of
HERO Equity Interests will receive their Pro Raltare of (1) the Shareholder Equity Distribution §apithe New
HERO Warrants, so long as they do not opt out ahting the voluntary releases contained in ArtéleF of the
Plan. If (i) the Plan is not confirmed, (ii) thdféctive Date does not occur, or (iii) the Restmittg Support
Agreement is terminated, including as a resultefdappointment of an official committee of equiggurity holders
in the Chapter 11 Cases, the Debtors could at quitd commence one or more bankruptcy cases withaut
benefits of the Restructuring Support AgreementH&RO Equity Interests. If that occurs, it is rigely that
holders of HERO Equity Interests will receive arnstidoution on account of their HERO Equity Inteses

Impact of the Chapter 11 Cases on the Debtors.

Despite the treatment for holders of general unsgtalaims under the Plan, the Chapter 11 Cases
may affect the Debtors’ relationships with, andatslity to negotiate favorable terms with, credstocustomers,
suppliers, vendors, employees, and other persamaktounterparties. While the Debtors expect tdicoe normal
operations, public perception of its continued iligbmay affect, among other things, the desirenafw and
existing customers to enter into, or continue, agrents or arrangements with the Debtors. Theréatly maintain
any of these important relationships could advgraéfect the Debtors’ business, financial conditiand results of
operations. Because of the public disclosure ef @hapter 11 Cases and concerns vendors may hawg ab
liquidity, the Debtors’ ability to maintain normatedit terms with vendors may be impaired. Aldw Debtors’
transactions that are outside of the ordinary ewfsbusiness are generally subject to the approfvitie Court,
which may limit the Debtors’ ability to respond antimely basis to certain events or take advantfgeertain
opportunities. As a result, the effect that theatbr 11 Cases will have on the Debtors’ businésancial
conditions, and results of operations cannot berately predicted or quantified at this time.
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The Plan is Based Upon Assumptions the Debtors [Dpgd which May Prove Incorrect and Could Render th
Plan Unsuccessful.

The Plan affects both the Debtors’ capital struetamd the ownership, structure, and operation of
its business and reflects assumptions and anabas=d on the Debtors’ experience and perceptidnistdrical
trends, current conditions, and expected futurecldgments, as well as other factors that the Debtonsider
appropriate under the circumstances. Whether lafiitizre results and developments will be consisteith the
Debtors’ expectations and assumptions dependsnoméer of factors, including but not limited to thebtors’ (i)
ability to implement the substantial changes to d¢hpital structure; (ii) ability to obtain adequdiguidity and
financing sources; (iii) ability to maintain custers’ confidence in the Company’s viability as a tbamng entity
and to attract and retain sufficient business ftbem; and (iv) ability to retain key employeeswas| as the overall
strength and stability of general economic condgi®f the financial and shipping industries, baththe United
States and in global markets. The failure of ahyhese factors could materially adversely afféet successful
reorganization of the Debtors’ business.

In addition, the Plan relies upon Financial Progd, including with respect to revenues,

EBITDA, debt service, and cash flow. Financialefoasts are necessarily speculative, and it isylikedt one or
more of the assumptions and estimates that aréabkis of these financial forecasts will not be aat In the
Company’s case, the forecasts are even more sgigeutaan normal, because they involve fundamectiahges in
the nature of its capital structure. Accordindhgrcules acknowledges that its actual financiadatoom and results
of operations may differ, perhaps materially, framat was anticipated. Consequently, there canobassurance
that the results or developments contemplated kyptan of reorganization implemented will occur even if they
do occur, that they will have the anticipated @Beon the Debtors and their subsidiaries or thesiresses or
operations. The failure of any such results orettgyments to materialize as anticipated could nakgrdversely
affect the successful execution of any plan ofgenization.

C. Certain Risks Related to the Debtors’ Business an@perations

The Company’s Business Depends on the Level ofvégtin the Oil and Natural Gas Industry, which is
Significantly Affected by Volatile Oil and Natur@as Prices.

The Company’s business depends on the level ofitgcdf oil and natural gas exploration,
development and production in the U.S. Gulf of Mexiand internationally, and in particular, the lewod
exploration, development and production expenditurkits customers. Demand for drilling serviceadversely
affected by declines associated with depressegnoiinatural gas prices. Even the perceived riskddécline in oil
or natural gas prices often causes oil and gas apimp to reduce spending on exploration, developraad
production. However, higher prices do not necdysémranslate into increased drilling activity senclients’
expectations about future commodity prices typicaltive demand for the Company’s services. Redustiin
capital expenditures of the Company’s customeraaedig utilization and dayrates. Oil and natwas$ prices are
extremely volatile and are affected by numerousofac including the following:

« the demand for oil and natural gas in the Unitede3tand elsewhere;
» the supply of oil and natural gas in the Unitedé&tand elsewhere;

» the cost of exploring for, developing, producingl atelivering oil and natural gas, and
the relative cost of onshore production or impdastabf natural gas;

» political, economic and weather conditions in tha@ted States and elsewhere;
» advances in drilling, exploration, development anaduction technology;

» the ability of the Organization of Petroleum Exjagt Countries, commonly called
“OPEC,” to set and maintain oil production levetglgricing;
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» the level of production in non-OPEC countries;
« domestic and international tax policies and govemntal regulations;

« the development and exploitation of alternativelfuand the competitive, social and
political position of natural gas as a source oérgg compared with other energy
sources;

» the policies of various governments regarding ergtion and development of their oil
and natural gas reserves;

» the worldwide military and political environmentdanncertainty or instability resulting
from an escalation or additional outbreak of armesitilities or other crises in the Middle
East, North Africa, West Africa, Asia, Eastern Eugoand other significant oil and
natural gas producing regions; and

e acts of terrorism or piracy that affect oil andurat gas producing regions, especially in
Nigeria and the Middle East, where armed conftiotil unrest and acts of terrorism are
increasingly common occurrences.

Reduced demand for drilling and liftboat servicesld materially erode dayrates and utilization
rates for the Company’s units, which could adverssffect its financial condition and results of ogi#ons.
Continued hostilities in the Middle East, North iaf&, West Africa, Asia and Eastern Europe, andottwirrence or
threat of terrorist attacks against the United &¥tair other countries could negatively impact thenemies of the
United States and other countries where Herculesad@s. A decline in the United States or glolsahemy could
result in a decrease in energy consumption and aaitynprices, which in turn would cause the Compsany
revenue and margins to decline and limit futureaghoprospects.

The Offshore Service Industry is Highly CyclicaldaBxperiences Periods of Low Demand and Low Dagrafbe
Volatility of the Industry has in the Past Resultd Could Again Result in Sharp Declines in thenfany’s

Profitability.

Historically, the offshore service industry has odsghly cyclical, with periods of high demand
and high dayrates often followed by periods of hemand and low dayrates. Periods of low demaridcogasing
supply intensify the competition in the industrydamoften result in rigs or liftboats being idle flang periods of
time. As a result of the cyclicality of the Delgbindustry, they expect results of operations ¢ovblatile and to
decrease during market declines such as they arently experiencing.

Maintaining Idle Assets or the Sale of Assets Belbleir Then Carrying Value May Cause the Company to
Experience Losses and May Result in Impairment @sar

Prolonged periods of low utilization and dayratibg cold stacking of idle assets or the sale of
assets below their then carrying value may causdtbtors to experience losses. These events Ismyesult in
the recognition of impairment charges on certaisetss if future cash flow estimates, based uponrimition
available to management at the time, indicate ttheit carrying value may not be recoverable ohé Debtors sell
assets at below their then carrying value.

HERO is a Holding Company, and it is Dependent Ugtash Flow From Subsidiaries to Meet Financial
Obligations.

The Debtors currently conduct operations througia, most assets are owned by, both U.S. and
foreign subsidiaries, and operating income and flashare generated by subsidiaries. As a resakh obtained
from subsidiaries is the principal source of fundsessary to meet debt service obligations. Coi@bprovisions
or laws, as well as subsidiaries’ financial corafitand operating requirements, may limit the gbttit obtain cash
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from subsidiaries required to pay debt servicegattions. Applicable tax laws may also subject spayments by
subsidiaries to further taxation.

The inability to transfer cash from subsidiariesymean that, even though the Debtors may have
sufficient resources on a consolidated basis tot mielégations, they may not be permitted to make nlkecessary
transfers from subsidiaries to the parent compargrder to provide funds for the payment of theepacompany’s
obligations.

Many Customer Contracts are Short Term, and Cus®oMay Seek to Terminate, Renegotiate or Declinfeenew
Contracts During Depressed Market Conditions, Whéh Result in Reduced Revenue and Profitability.

Currently, all drilling contracts with major custens are dayrate contracts, where the Debtors
charge a fixed charge per day regardless of thebeuwf days needed to drill the well. Likewisedan existing
liftboat contracts, the Debtors charge a fixed fee day regardless of the success of the operatiatisare being
conducted by the customer utilizing the liftbot.the U.S. Gulf of Mexico, contracts are generalyprt term, and
oil and natural gas companies tend to reduce &ctievels quickly in response to depressed oil matlral gas
prices, such as the Debtors are currently exparigncDue to the short-term nature of most consaatdecline in
market conditions such as the Debtors are currentberiencing can quickly affect business if custoreduce
their levels of operations. Also, during theseigs of depressed market conditions, a customer moapnger
need a rig or liftboat that is currently under cant or may be able to obtain a comparable rigftoat at a lower
daily rate. As a result, customers may seek tegetiate the terms of their existing contracts woic their
obligations, including their payment obligationgder those contracts. In addition, customers naaAg lthe right to
terminate, or may seek to renegotiate, existingraots if Hercules experiences downtime, operatipnablems
above the contractual limit or safety-related issukthe rig or liftboat is a total loss, if thegror liftboat is not
delivered to the customer within the period spedifin the contract or in other specified circumsésy which
include events beyond the control of either party.

The likelihood that a customer may seek to renagotir terminate a contract is increased during
periods of market weakness. If customers cancedauire Hercules to renegotiate some of its sicguilt contracts,
if the Debtors are unable to secure new contragtsubstantially similar terms, especially thoset@msts in their
International Offshore segment, or if contracts atspended for an extended period of time, reveams
profitability would be materially reduced.

Hercules can Provide No Assurance That its Curfantklog of Contract Revenue and Receivables Will be
Ultimately Realized.

As of June 23, 2015, the Company's total contradtirdy backlog for Domestic Offshore,
International Offshore and International Liftboaegments was approximately $913,649,700 for exdadatracts,
including the Maersk contract for the newbuild japkrig, Hercules Highlander. The Debtors calculate their
contract revenue backlog, or future contracted maee as the contract dayrate multiplied by the remdd days
remaining on the contract assuming full utilizatibess any penalties or reductions in dayrate dte Helivery or
non-compliance with contractual obligations. Backexcludes revenue for management agreementslizatibn,
demobilization, contract preparation and custoneémbursables. The amount of actual revenue eaanedthe
actual periods during which revenue is earnedhbiltifferent than the backlog disclosed or expedtezlto various
factors. Hercules may not be able to perform uriterdrilling contracts due to various operatioffiattors,
including unscheduled repairs, maintenance, operatidelays, health, safety and environmental edis, weather
events in the Gulf of Mexico and elsewhere and rothetors (some of which are beyond the Compangtgrol),
and customers may seek to cancel or renegotiateacts for various reasons. In some of the cotgraecluding
the contracts for thélercules 261 andHercules 262, the customer has the right to terminate the ashtwithout
penalty and in certain instances, with little or motice. In addition, Hercules can provide no emste that
customers will pay any or all of the revenues thatcules has earned from them for providing digjland liftboat
services. The Company’s inability or the inabiliy its customers to perform under the Company’shair
contractual obligations may have a material adveffeet on the Company’s financial position, resulf operations
and cash flows.
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A Significant Portion of The Company’s Businessdsenducted in Shallow-Water Areas of the U.S. GUdlf o
Mexico. The Mature Nature of This Region Could Resuless Drilling Activity in the Area, Therebydflucing
Demand for the Company’s Services and Requiringtiles to Cold Stack Additional Rigs.

The U.S. Gulf of Mexico, and in particular the dbatwater region of the U.S. Gulf of Mexico, is

a mature oil and natural gas production region tied experienced substantial seismic survey antbraion

activity for many years. Because a large numbesiloind natural gas prospects in this region relveady been
drilled, additional prospects of sufficient sizedagquality could be more difficult to identify. Irddition, the amount
of natural gas production in the shallow-water WG8If of Mexico has declined over the last decalfmreover, oil
and natural gas companies may be unable to obit@mding necessary to drill prospects in this regioThe
decrease in the size of oil and natural gas praspee decrease in production or the failure t@iobsuch financing
may result in reduced drilling activity in the UGulf of Mexico and reduced demand for the Compasgrvices.

Of the Company’s 18 domestic rigs, all but nine eotd stacked. Of these nine, only six are
under short term contract contracts as of June2@85. Hercules is actively marketing an additiciaée rigs in
the U.S. Gulf of Mexico. If demand in the U.S. Gaofl Mexico does not improve or further weakensrddées may
be required to cold stack additional rigs. Thisuldofurther negatively influence the Company’s final position,
results of operations and cash flows.

The Debtors’ Industry is Highly Competitive, Withténse Price Competition. The Debtors’ InabilityGompete
Successfully may Reduce Profitability.

The Debtors’ industry is highly competitive. Theaiontracts are traditionally awarded on a
competitive bid basis. Pricing is often the prigngactor in determining which qualified contractsrawarded a job,
although rig and liftboat availability, location diriechnical capability and each contractor’s safstyformance
record and reputation for quality also can be leydrs in the determination. Dayrates also depentthe supply of
rigs and vessels with excess capacity putting daavdvwpressure on dayrates. Excess capacity cam adwen
newly constructed rigs and vessels enter servibenwigs and vessels are mobilized between geograptas and
when non-marketed rigs and vessels are reactivated.

Several competitors also are incorporated in jicisths outside the United States, which
provides them with significant tax advantages #rat not available to HERO as a U.S. company and, r@sult,
may materially impair HERO'ability to compete with them for many projects thaiuld be beneficial to us.

An Increase in Supply of Rigs or Liftboats Couldui&gsely Affect the Debtors’ Financial Condition aRdsults of
Operations.

New construction of rigs and liftboats, mobilizatiof rigs to regions in which Hercules operates,
or reactivation of non-marketed rigs and liftboatsuld result in excess supply in the regions inctiHercules
operates, and dayrates and utilization could beasdl

Construction of rigs, including high specificatioigs such as thédercules Highlander, the
Hercules Triumph and theHercules Resilience, could result in excess supply in internationglieas, which could
reduce the Company’s ability to secure new corgrémt its rigs and could reduce the Company’s gbib renew,
extend or obtain new contracts for working rigstet end of such contract term. The excess supmhidcalso
impact the dayrates on future contracts.

If market conditions improve, inactive rigs andtidats that are not currently being marketed
could be reactivated to meet an increase in demdntproved market conditions in the U.S. Gulf of Xitm,
particularly relative to other regions, could alsad to the movement of jackup rigs and other neobifshore
drilling units into the U.S. Gulf of Mexico. Impved market conditions in any region worldwide colddd to
increased construction of rigs and liftboats andrage programs by the Company’s competitors. Sofrihe
Company’s competitors have already announced pahsild additional jackup rigs with higher speciftions than
most of the Company’s fleet. Many of the rigs euntly under construction have not been contracteduture
work, which may intensify price competition as sthied delivery dates occur. A significant increasthe supply
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of jackup rigs, other mobile offshore drilling umibr liftboats could adversely affect both the Camps utilization
and dayrates.

Asset Sales Have Been an Important Component o€tdmpany’s Business Strategy. Hercules may be énabl
Identify Appropriate Buyers With Access to Finarior to Complete any Sales on Acceptable Terms.

Hercules is currently considering sales or othepasitions of certain of the Company’s assets,
and any such disposition could be significant amald significantly affect the results of operatiarfsone or more
of the Company’s business segments. Asset salgsogur on less favorable terms than terms thathiniig
available at other times in the business cycleamt given time, discussions with one or more piiaehuyers may
be at different stages. Any such discussions an@eagents to sell assets may or may not result & th
consummation of an asset sale. Hercules may nableeto identify buyers with access to financimgcomplete
sales on acceptable terms.

The First Lien Exit Facility Will Impose SignificarAdditional Costs and Operating and Financial Re#hns on
the Company, Which May Prevent Hercules From Chpita on Business Opportunities and Taking Certain
Actions.

The First Lien Exit Facility will impose significaradditional costs and operating and financial
restrictions. These restrictions may limit the Qamy’s ability to, among other things:

* incur additional indebtedness or issue certaingprefl stock;

» pay dividends or make other distributions;

* make other restricted payments or investments;

» sell assets or use the proceeds from asset sales;

+ create liens;

e enter into agreements that restrict dividends ahdrgpayments by subsidiaries;
e engage in transactions with affiliates; and

e consolidate, merge or transfer all or substantialllpf HERO’sassets.

The Company’s compliance with these provisions mmaterially adversely affect its ability to
react to changes in market conditions, take adgentd business opportunities it believes to berdbk?, obtain
future financing, fund needed capital expenditufemnce the Company’s acquisitions, equipment lpases and
development expenditures, or withstand the preseany future downturn in its business.

The First Lien Exit Facility Will Contain Financi@ovenants That Limit the Company’s Financial Rbaxiy.

The First Lien Exit Facility will contain financiatovenants that, among other things, require
Hercules to maintain a minimum amount of liquidégd a maximum first lien leverage ratio. Complemath
these financial covenants may restrict future essnand financing activity, including the ability incur future
indebtedness. In addition, the Company’s abilidycomply with these financial covenants may be ciffé by
events outside of its control, and Hercules camprotide assurance that it will be able to meet ehfisancial
covenants.

The Company’s failure to comply with these finahciavenants could lead to a default under the
First Lien Exit Facility. The actual financial cewants will be contained in the credit agreemeregung the First
Lien Exit Facility, which has not been negotiatedhwthe Steering Group, although the Term Sheduites a
summary of the anticipated financial covenants.
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The Company’s International Operations are Suligétdditional Political, Economic, and Other Uneenties not
Generally Associated With Domestic Operations.

An element of the Company’s business strategy @otdinue to expand into international oil and
natural gas producing areas such as West Africa,Middle East, the Asia-Pacific region and the NoBea.
Hercules operates liftboats in West Africa, inchgliNigeria, and in the Middle East. Hercules alperates and
markets drilling rigs in Saudi Arabia, West Africpdia and Southeast Asia. The Company’s inteonati
operations are subject to a number of risks inléreany business operating in foreign countriasluding:

» political, social and economic instability, war aacts of terrorism;
* potential seizure, expropriation or nationalizatidrassets;

« damage to the Company’s equipment or violence tdickat the Company’s employees,
including kidnappings and piracy;

* increased operating costs;
e complications associated with repairing and repig@quipment in remote locations;

» delays and potential prolonged disruption of openatassociated with obtaining visas
for the Company’s employees and other local proeddaquirements and administrative
matters;

* repudiation, modification or renegotiation of cauts, disputes and legal proceedings in
international jurisdictions;

» limitations on insurance coverage, such as waraasierage in certain areas;

* import-export quotas;

e confiscatory taxation;

» work stoppages or strikes, particularly in Nigeria;

e unexpected changes in regulatory requirements;

e wage and price controls;

e imposition of trade barriers;

» imposition or changes in enforcement of local cohénd cabotage laws, particularly in
West Africa and Southeast Asia, where the legistgtare active in developing new
legislation;

* restrictions on currency or capital repatriations;

» currency fluctuations and devaluations; and

« other forms of government regulation and economitdions that are beyond the
Company’s control.

Many governments favor or effectively require th#tboat or drilling contracts be awarded to
local contractors or require foreign contractorsetoploy citizens of, or purchase supplies from, aatigular
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jurisdiction. In certain countries, government sukend regulations also require that local citizensntities be
engaged as local representatives to support thetigres of foreign contractors or to own a portafrthe equity or
assets of companies operating within their jurigdic These practices and legal requirements déggithe use of
and potential company equity and asset ownershipds} representatives might limit the Company’sibass and
operations, and occasions may arise when Hercuss disagreements with its local representative ther
continuation of such relationship may become irifdas Any such developments might disrupt the Camps
operations and continuity of business in such glictons. If Hercules is unable to resolve issudth a local
representative, it may decide to terminate theticelahip with such local representative and seabthaar local
representative or seek opportunities for the Comgarigs and vessels elsewhere. Where local reptatve
relationships require approval from the local goveent or other third parties Hercules may be cairstd in its
ability to replace an existing local representatiéch may disrupt its operations and continuitypasiness in such
jurisdictions and require Hercules to seek oppdtiesfor its rigs and vessels elsewhere. In aalditif Hercules
experiences delays or is unable to perform itsgalilbns under its contracts, customers may sealancel the
contracts, which could adversely affect the Com{mfigancial condition, results of operations osledlows.

The Company’s non-U.S. contract drilling and liftb@perations are subject to various laws and
regulations in countries in which it operates, ulthg laws and regulations relating to the equipnael operation
of drilling rigs and liftboats, currency conversgand repatriation, oil and natural gas explora¢ind development,
taxation of offshore earnings and earnings of eigtat personnel, employees and suppliers by foreanractors,
the ownership of assets by local citizens and comegaand duties on the importation and exportationnits and
other equipment. Governments in some foreign camthave become increasingly active in regulatmgl
controlling the ownership of concessions and corngsaholding concessions, the exploration for od aatural gas
and other aspects of the oil and natural gas indssin their countries. In some areas of the ajothis
governmental activity has adversely affected thewr of exploration and development work done byomail
and natural gas companies and may continue to dd0gerations in developing countries can be stligtegal
systems which are not as predictable as those ire meveloped countries, which can lead to greasér and
uncertainty in legal matters and proceedings. Chepany’s ability to compete in international maskenay be
adversely affected by these foreign governmentailegions and/or policies that favor the awardifigantracts to
contractors in which nationals of those foreign rtoies have substantial ownership interests or dgulations
requiring foreign contractors to employ, transfamership of equipment to, or purchase supplies fedinens of a
particular jurisdiction.

Due to the Company’s international operations,alyraxperience currency exchange losses when
revenue is received and expenses are paid in neaddxe currencies or when it does not hedge gosure to a
foreign currency. It may also incur losses assilteof its inability to collect revenue becauseao$hortage of
convertible currency available to the country ofrgiion, controls over currency exchange or costmler the
repatriation of income or capital.

More of the Company’s Existing Jackup Rigs are Refative Disadvantage to Higher Specification RMyhich
May be More Likely to Obtain Contracts Than LowgeSification Jackup Rigs Such as the Company’s.

Many of the Company’s competitors have jackup flegith generally higher specification rigs
than those in the Company’s jackup fleet other ti@nCompany’s three ultra-high specification rigsjuding one
under construction, thelercules Highlander. In the Company’s existing fleet, 17 of its 2Zkap rigs are mat-
supported, which are generally limited to geograprieas with soft bottom conditions like much of @Bulf of
Mexico. In addition, the majority of new rigs undesnstruction are of higher specification than @@mpany’s
existing fleet, other than the Company’s threeadltigh specification rigs, including one under ¢omngion. Most
of these rigs under construction are currently aithcontracts, which may intensify price competitas scheduled
delivery dates occur. Particularly in periods ihigh there is decreased rig demand, higher spatiit rigs may
be more likely to obtain contracts than lower sfieation jackup rigs such as the Company’s. In phast, lower
specification rigs typically have been stackediearh the cycle of decreased rig demand than migpecification
rigs and have been reactivated later in the cyetech may adversely impact the Company’s businesaddition,
higher specification rigs may be more adaptabldifterent operating conditions and therefore haveatgr
flexibility to move to areas of demand in respotsechanges in market conditions. Because a mgjofitthe
Company'’s rigs were designed specifically for drdl in the shallow-water of the U.S. Gulf of Mexjcthe
Company’s ability to move them to other regionsdsponse to changes in market conditions is limited
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Furthermore, there is an increasing amount of eafilln and production expenditures being
concentrated in deepwater drilling programs angpdeérmations, including deep natural gas prospeetjuiring
higher specification jackup rigs, semisubmersibiéling rigs or drillships. This trend is expectéal continue and
could result in a decline in demand for lower sfiegiion jackup rigs like the Company’s, which cduiave an
adverse impact on the Company’s financial condiéind results of operations.

A Small Number of Customers Account for a SignificRortion of the Company’s Revenue, and the LS
or More of These Customers Could Adversely Afféet Company’s Financial Condition and Results of r@fiens.

In recent years there has been a significant cwmamn in the Company’s customer base.
Therefore, Hercules derives a significant amountitef revenue from a few energy companies. Chevron
Corporation, EPL Oil & Gas, Saudi Aramco and Caktnergy accounted for 15%, 14%, 12% and 11%,
respectively, of the Company’s revenue for the yrated December 31, 2014. The Company’s finagoiadlition
and results of operations will be materially adetrsaffected if these customers interrupt or cuttair activities,
terminate or re-negotiate their contracts, fairéoew their existing contracts, refuse to award wewtracts and
Hercules is unable to enter into contracts with eatomers at comparable dayrates, or fail to payhie revenues
that it has earned providing drilling and liftbsagrvices. The loss of any of these or any othgifstant customer
could adversely affect the Company’s financial dbad and results of operations.

The Company’s Business Involves Numerous Operdtiagards and Exposure to Extreme Weather and Climate
Risks, and the Company’s Insurance may not be Aateqo Cover its Losses.

The Company'’s operations are subject to the usamdrids inherent in the drilling and operation of
oil and natural gas wells, such as blowouts, regerdamage, loss of production, loss of well cohtmmunch
throughs, craterings, fires and pollution, suchtlas well control incident experienced in July 20&§ the
Company’s jackup drilling rigdercules 265 in the U.S. Gulf of Mexico. The occurrence ofsbevents could result
in the suspension of drilling or production opeaya$, claims by the operator, severe damage tostrui¢ion of the
property and equipment involved, injury or deattrigpor liftboat personnel, and environmental damaglercules
may also be subject to personal injury and othaind of rig or liftboat personnel as a result sf dtilling and
liftboat operations. Operations also may be suspangecause of machinery breakdowns, abnormal dpgrat
conditions, failure of subcontractors to performsaopply goods or services and personnel shortages.

In addition, the Company’s drilling and liftboat emations are subject to perils of marine
operations, including capsizing, grounding, cadiisiand loss or damage from severe weather. Tropioams,
hurricanes and other severe weather prevaleneiVtB. Gulf of Mexico could have a material adveriect on the
Company’s operations. In addition, damage to tifibpats, shorebases and corporate infrastructavsed by high
winds, turbulent seas, or unstable sea bottom tondicould potentially cause Hercules to curtiémtions for
significant periods of time until the damages carrdpaired. In addition, Hercules cold stacks mlmer of rigs in
certain locations offshore. This concentrationrigb in specific locations could expose Herculesncreased
liability from a catastrophic event and could caasencrease in the Company’s insurance costs.

Damage to the environment could result from the gamy’s operations, particularly through oll
spillage or extensive uncontrolled fires. Herculesy also be subject to property, environmental @ghdr damage
claims by oil and natural gas companies and othesinkesses operating offshore and in coastal aredse
Company’s insurance policies and contractual rightsxdemnity may not adequately cover losses, ldactules
may not have insurance coverage or rights to indgnfor all risks. Moreover, pollution and envinmental risks
generally are subject to significant deductibled are not totally insurable. Risks from extreme thherand marine
hazards may increase in the event of ongoing patiefradverse changes in weather or climate.

The Company'’s Insurance Coverage has Become MgrerSive, May Become Unavailable in the Future asy M
be Inadequate to Cover its Losses.

The Company’s insurance coverage is subject taicesignificant deductibles and levels of self-
insurance, does not cover all types of losses mndpme situations, may not provide full coverage lbsses or
liabilities resulting from the Company’s operationt addition, due to the losses sustained by tlescand the
offshore drilling industry in recent years, Herauls likely to continue experiencing increased €dst available
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insurance coverage, which may impose higher ddaastiand limit maximum aggregated recoveries, atiolg for
hurricane-related windstorm damage or loss angddiution and blowout events. Insurance costs mayease in
the event of ongoing patterns of adverse changegather or climate.

Further, Hercules may elect not to obtain or it rhayunable to obtain windstorm coverage in the
future, thus putting Hercules at a greater riskosts due to severe weather conditions and othemrtaz If a
significant accident or other event resulting imdae to the Company’s rigs or liftboats, includssyere weather,
equipment breakdowns, terrorist acts, piracy, wail disturbances, blowouts, pollution or enviroental damage,
occurs and is not fully covered by insurance oe@verable indemnity from a customer, it could asely affect
the Company’s financial condition and results otmgtions. Moreover, Hercules may not be able tintaiza
adequate insurance in the future at rates it censickasonable or be able to obtain insurance stgagntain risks.

As a result of a number of catastrophic weatheateel and other events, insurance underwriters
increased insurance premiums for many of the cg@esraistorically maintained and issued generalcastiof
cancellation and significant changes for a wida@etgarof insurance coverages. The oil and natuaaligdustry has
suffered extensive damage from several hurricamesthe last decade. As a result, the Compangisrance costs
have increased significantly, its deductibles hin@eased and its coverage for named windstorm dameas
restricted. Any additional severe storm activitytive energy producing areas of the U.S. Gulf of i@xin the
future could cause insurance underwriters to ngdonnsure U.S. Gulf of Mexico assets against weratélated
damage. Further, due to the escalating costs éather-related damage in the U.S. Gulf of Mexioothie future
Hercules may elect to forgo purchasing such coweraynumber of the Company’s customers that predilcand
natural gas have previously maintained businessrinition insurance for their production. Thisurance is less
available and may cease to be available in therdutwhich could adversely impact the Company’s austrs’
business prospects in the U.S. Gulf of Mexico aulice demand for the Company’s services.

The Company’s Customers may be Unable or Unwillmtpndemnify It.

Consistent with standard industry practice, the @amy’s clients generally assume, and
indemnify it against, well control and subsurfadgks under dayrate contracts, regardless of howldks or
damages may be caused. Typically, the Compangwmer agrees to indemnify Hercules for these risken if
Hercules is grossly negligent. However, since Mecondo well blowout and resulting litigation, sorog the
Company’s customers have been reluctant to exteeil indemnity obligations in instances where Hersus
grossly negligent. These risks are those assdciaitt the loss of control of a well, such as blemvor cratering,
the cost to regain control or redrill the well aagbociated pollution. There can be no assuraoegg\er, that these
clients will necessarily be financially able to @rdnify Hercules against all these risks. Also, ddé&rs may be
effectively prevented from enforcing these indeiesitbecause of the nature of the Company’s relshipnwith
some of its larger clients. Additionally, from #nto time Hercules may not be able to obtain ages¢rftom its
customers to indemnify Hercules for such damagdsiaks.

HERO Expects That its Common Stock Will Become §kelil from Trading on NASDAQ Following the Petition
Date.

In March 2015, HERO received a letter from the NAED notifying HERO that, for 30
consecutive business days, the bid price for th®BE common stock was below the minimum $1.00 peires
requirement for continued listing on the NASDAQ &b Select Market under Nasdagq Listing Rule 545Qfa)In
addition, Hercules expects that its common stodk kécome delisted from trading on NASDAQ followirtge
Petition Date and will then be traded on the OT@kRnharket. The delisting could adversely impactR€Eby,
among other things, reducing the liquidity and neamrice of its common stock; reducing the numifa@neestors
willing to hold or acquire HERO’s common stock; iimg HERO's ability to issue additional securities the
future; and limiting HERO'’s ability to fund its opaions.

Any Violation of the Foreign Corrupt Practices AECPA™) or Similar Laws and Requlations Could Réso
Significant Expenses, Divert Management Attentamy Otherwise Have a Negative Impact.

HERO is subject to the FCPA, which generally prdhkib).S. companies and their intermediaries
from making improper payments to foreign officifds the purpose of obtaining or retaining businessl the anti-
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bribery laws of other jurisdictions. Any deterntioa that HERO has violated the FCPA or laws of atlyer
jurisdiction could have a material adverse effactts financial condition.

The Company’s International Operations May Suhijetct Political and Regulatory Risks and Uncertigisit

In connection with the Company’s international caots, the transportation of rigs, services and
technology across international borders subjectRB®Eo extensive trade laws and regulations. Thegamy's
import and export activities are governed by uniqustoms laws and regulations in each of the cmmtrhere it
operates. In each jurisdiction, laws and regutestiooncerning importation, recordkeeping and répgprimport
and export control and financial or economic samdiare complex and constantly changing. The Cagipa
business and financial condition may be materiaffected by enactment, amendment, enforcement angihg
interpretations of these laws and regulations.sRigd other shipments can be delayed and denienttimpexport
for a variety of reasons, some of which are outtideCompany’s control and some of which may reisufailure
to comply with existing laws and regulations andtcactual requirements. Shipping delays or deraldd cause
operational downtime or increased costs, dutiegstand fees. Any failure to comply with appliealdgal and
regulatory obligations also could result in crimimad civil penalties and sanctions, such as filmaprisonment,
debarment from government contracts, seizure oflg@nd loss of import and export privileges.

Public Health Threats Could Have a Material AdveEféect on the Company’s Operations and its Firg@nci
Results.

Public health threats, such as the Ebola virus,aher highly communicable diseases, outbreaks
of which have occurred in various parts of the @arkar where Hercules operates, could adverselpdtmjne
Company’s operations, the operations of the Compaoystomers and the global economy, including the
worldwide demand for oil and natural gas and thellef demand for the Company’s services. Any guatine of
personnel, restrictions on travel to or from coigstin which HERO operates, or inability to accéss Company’s
offices, rigs or liftboats could adversely affetst operations. Travel restrictions, operationabpems or large-scale
social unrest in any part of the world in which Eldes operates, or any reduction in the demandifidimg or
liftboat services caused by public health threatthe future, may materially impact operations addersely affect
the Company’s financial results.

Hercules Cannot Guarantee the Timely Completion@a@ldrery of its Newbuild Rig that is Being Consttad And
that is Currently Scheduled for Delivery in Aprid 6.

Hercules may be materially adversely affected sfriewbuild rig, theHercules Highlander, to
support the Maersk Agreement is not constructedietivered on time in accordance with the agreedifipations.
Delayed delivery beyond December 31, 2016 willegnlthe delay is for certain reasons permitted ruheeMaersk
Drilling Contract (including certain instances arée majeure), give Maersk the right to termindte Maersk
Drilling Contract.

The Company’s rights under the construction contnaay not protect it against the losses which
may result if JSL is not able to delividercules Highlander in accordance with the requirements of the constrn
contract and the Maersk Drilling Contract. Hercubasinot give any assurance in respect of the yaloility to
complete the construction éfercules Highlander as contractually agreed. In the event of sucailaré or delay,
Hercules may not be able to generate any inconm fh@ Maersk Drilling Contract, which might leaddeferred
or lost revenue, which is likely to have a matesidVverse effect on the Company’s results of opmmaticash flows
and financial position. Hercules could lose theek$# Drilling Contract and/or receive potentiabilay claims
from the customer as a result of such delays.

Hercules may need to make changesbléocules Highlander after delivery which could result in
additional construction costs and additional c&pi¢eds in the future.
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Hercules Cannot Guarantee thhrcules Highlander Will be Completed or Pass the Acceptance Tests.

Acceptance tests will be performed in connectiothhie delivery oHercules Highlander. The
construction ofHercules Highlander was agreed to be based on an enhanced JSL JU-20€4)§n, and in
accordance with detailed specifications and thesr@nd regulations of the classification socidty, American
Bureau of Shipping, as well as the relevant lawgulations and rules of the intended flag stateeltia, and of the
countries in whichHercules Highlander is expected to operate. Such compliance will betested prior to
departure from the shipyard in Singapore in orderetiuce the risk for not meeting the performampeeiications
set out in the construction contractdercules Highlander will not be delivered from the yard until it is in
compliance with the performance specifications,oltdould cause delivery to be delayed.

Failure to Retain or Attract Skilled Workers Cotidrt the Company’'©perations.

Hercules requires skilled personnel to operate @ogide technical services and support for its
rigs and liftboats. Shortages of qualified persror the inability to obtain and retain qualifipdrsonnel could
negatively affect the quality and timeliness of thempany’s work. In periods of economic crisisduring a
recession, Hercules may have difficulty attractimgd retaining skilled workers as these workers reagk
employment in less cyclical or volatile industries employers. In periods of recovery or increasaugivity,
Hercules may have to increase the wages of skiledkers, which could negatively impact the Company’
operations and financial results.

Although the Company’s domestic employees are rmtered by a collective bargaining
agreement, the marine services industry has begetéal by maritime labor unions in an effort to amige U.S.
Gulf of Mexico employees. A significant increasetlie wages paid by competing employers or thenizagion of
the Company’s U.S. Gulf of Mexico employees cowddult in a reduction of the Company'’s skilled lalimrce,
increases in the wage rates that Hercules mustquayoth. If either of these events were to octhe, Company’s
capacity and profitability could be diminished ¢hd Company’s growth potential could be impaired.

Governmental Laws and Regqulations, Including Théssing Out of the Macondo Well Incident and Those
Related to Climate Change and Emissions of Greesth@ases, May Add to the Company’s Costs or Limitiig

Activity.

The Company’'®perations are affected in varying degrees by gowental laws and regulations.
It is also subject to the jurisdiction of the Co&stard, the National Transportation Safety Boand, Customs and
Border Protection, the Department of Interior, Biereau of Ocean Energy Management and BSEE, asasell
private industry organizations such as the AmerBareau of Shipping. New laws, regulations and iregoents
imposed after the Macondo well incident may delag Company’s operations and cause Hercules to incur
additional expenses in order for its rigs and ofi@na in the U.S. Gulf of Mexico to be complianttivihese new
laws, regulations and requirements. These new, lezggilations and requirements and other poteatiahges in
laws and regulations applicable to the offshordlidgi industry in the U.S. Gulf of Mexico may alswevent the
Company’s customers from obtaining new drillingrpiés and approvals in a timely manner, if at alhietr could
materially adversely impact the Company’s busindisgncial position or results of operations. Iddaion,
Hercules may be required to make significant camtegenditures to comply with laws and the applieab
regulations and standards of governmental autberénd organizations. Moreover, the cost of caampk could be
higher than anticipated. For example, the BSEE ésended its regulatory enforcement reach to delu
contractors, which exposes contractors to potefitiak, sanctions and penalties for violationsas¥ krising in the
BSEE's jurisdictional area. Similarly, the Companinternational operations are subject to compkawith the
FCPA, certain international conventions and theslawwgulations and standards of other foreign e@min which
it operates. It is also possible that existing prapbosed governmental conventions, laws, reguiatamd standards,
including those related to climate change and aanssof greenhouse gases, may in the future adifis@ntly to
the Company’s operating costs or limit the Comparagtivities or the activities and levels of capsfgending by its
customers.

In addition to the laws, regulations and requireteeimplemented since the Macondo well

incident, the federal government has consideredgtiaddl new laws, regulations and requirementsluidiong those
that would have imposed additional equipment regnénts and that relate to the protection of thérenment,
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which would be applicable to the offshore drillimglustry in the U.S. Gulf of Mexico. The federalvgrnment
may again consider implementing new laws, regutatiand requirements. The implementation of newtemo
restrictive laws and regulations could lead to tafitsally increased potential liability and opengticosts for
Hercules and its customers, which could cause mes® to discontinue or delay operating in the WG8If of
Mexico and/or redeploy capital to internationaldtions. These actions, if taken by any custontersid result in
underutilization of the Company’s U.S. Gulf of Meai assets and have an adverse impact on the Cofapany
revenue, profitability and financial position.

In addition, as the Company’s vessels age, thes afsirydocking the vessels in order to comply
with governmental laws and regulations and to naéintheir class certifications are expected todase, which
could adversely affect the Company’s financial gbod and results of operations.

Compliance With or a Breach of Environmental Lawsl éRequlations can be Costly and Could Limit the
Company’s Operations.

The Company’®perations are subject to federal, state, localfarelgn and/or international laws
and regulations that require Hercules to obtain mmaihtain specified permits or other governmentagravals,
control the discharge of materials into the envinent, require the removal and cleanup of matetietsmay harm
the environment or otherwise relate to the prodectf the environment. Governmental entities sashhe U.S.
Environmental Protection Agency and analogous sigencies have the power to enforce compliance thiithe
laws and regulations and the permits issued uen toften requiring difficult and costly actionSor example, as
an operator of mobile offshore drilling units invigable U.S. waters and some offshore areas, Hesaulay be
liable for damages and costs incurred in connedtiith oil spills or other unauthorized dischargésloemicals or
wastes resulting from those operations. Additiynahe BSEE has extended its regulatory enforcémeach to
include contractors which exposes contractors terngil fines, sanctions and penalties for violagiof law arising
in the BSEE's jurisdictional area. Failure to cdynwith these laws and regulations may result i dissessment of
administrative, civil and criminal penalties, thmposition of remedial obligations, and the issuaoicajunctions
restricting some or all of the Company’s activitiesthe affected areas. Laws and regulations ptioig the
environment have become more stringent in recestsy@nd may in some cases impose strict liabiggdering a
person liable for environmental damage without réga negligence or fault on the part of such per&ome of
these laws and regulations may expose Herculgaliiity for the conduct of or conditions causeddipers or for
acts that were in compliance with all applicabledaat the time they were performed. The applicatib these
requirements, the modification of existing lawsregulations or the adoption of new requirementsh o U.S.
waters and internationally, could have a materilakase effect on the Company'’s financial condition results of
operations.

Hercules May Not Be Able to Maintain or ReplaceRigs and Liftboats as They Age.

The capital associated with the repair and maimeaaf the Company’s fleet increases with age.
Hercules may not be able to maintain its fleet kigrding the economic life of existing rigs andbddats, and the
Company’s financial resources may not be sufficientmake expenditures necessary for these purpmsés
acquire or build replacement units.

The Company'sOperating and Maintenance Costs With Respect t®igs Include Fixed Costs That Will Not
Decline in Proportion to Decreases in Dayrates.

Hercules does not expect its operating and maint=eosts with respect to its rigs to necessarily
fluctuate in proportion to changes in operatingeraie. Operating revenue may fluctuate as a fumcfichanges in
dayrate, but costs for operating a rig are genefixiéd or only semi-variable regardless of therdés being earned.
Additionally, if the Company’s rigs incur idle tinteetween contracts, Hercules typically does nomnde-those rigs
because it will use the crew to prepare the rigittonext contract. During times of reduced atfivieductions in
costs may not be immediate as portions of the erawy be required to prepare the Company’s rigs fackéng,
after which time the crew members are assignedtivearigs or dismissed. Moreover, as the Compamigs are
mobilized from one geographic location to anothecluding mobilizations to harsh environments whéigh
specification rigs such as tli¢ercules Triumph, Hercules Resilience and Hercules Highlander generally operate,
the labor and other operating and maintenance @astsincrease significantly. In general, labortgaacrease
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primarily due to higher salary levels and inflatioBquipment maintenance expenses fluctuate depgngtion the
type of activity the unit is performing and the ag&l condition of the equipment. Contract prepana¢xpenses
vary based on the scope and length of contractapatipn required and the duration of the firm cactmal period
over which such expenditures are amortized.

Upgrade, Refurbishment and Repair Projects areesulp Risks, Including Delays and Cost Overrun$icV
Could Have an Adverse Impact on the Company’s &dé Cash Resources and Results of Operations.

Hercules makes upgrade, refurbishment and repaieraditures for its fleet from time to time,

including when it acquires units or when repairaipgrades are required by law, in response to gpreittion by a
governmental authority or when a unit is damagedrcules also regularly makes certain upgradesaglifioations
to its drilling rigs to meet customer or contrapesific requirements. Upgrade, refurbishment ayhir projects
are subject to the risks of delay or cost overinhsrent in any large construction project, inchgicosts or delays
resulting from the following:

» unexpectedly long delivery times for, or shortagkkey equipment, parts and materials;

» shortages of skilled labor and other shipyard persbnecessary to perform the work;

« unforeseen increases in the cost of equipmentr kafxb raw materials used for the Company’s
rigs, particularly steel;

» unforeseen design and engineering problems;

» latent damages to or deterioration of hull, equipt@d machinery in excess of engineering
estimates and assumptions;

* unanticipated actual or purported change orders;

» work stoppages;

» failure or delay of third-party service providergdabor disputes;
» disputes with shipyards and suppliers;

« delays and unexpected costs of incorporating pawdsmaterials needed for the completion of
projects;

» failure or delay in obtaining acceptance of thefiign the customer;

» financial or other difficulties at shipyards, inding shipyard incidents that could increase thé cos
and delay the timing of projects;

» adverse weather conditions; and

» inability or delay in obtaining customer acceptanclag-state, classification society, certificate
of inspection, or regulatory approvals.

Significant cost overruns or delays would adverséfgct the Company’s financial condition and
results of operations. Additionally, capital exdiéares for rig upgrade, reactivation and refurbisimt projects
could exceed the Company’s planned capital experedit Failure to complete an upgrade, reactivation
refurbishment or repair project on time may, in saritcumstances, result in the delay, renegotiairorancellation
of a drilling or liftboat contract and could putrigk the Company’s planned arrangements to comeneperations
on schedule. Hercules also could be exposed taltiesnfor failure to complete an upgrade, refurbignt or repair
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project and commence operations in a timely mannEne Company’s rigs and liftboats undergoing ugdgra
reactivation, refurbishment or repair generallyndd earn a dayrate during the period they are bsiivice.

Hercules is Subject to Litigation That Could HaveAxdverse Effect on its Business.

Hercules is from time to time involved in variousgation matters. The numerous operating
hazards inherent in the Company’s business incrigga®xposure to litigation, including personaluiryj litigation
brought against it by employees that are injuredrafing the Company’s rigs and liftboats. Thesétens may
include, among other things, contract dispute, quek injury, environmental, asbestos and other ctawirt,
employment, tax and securities litigation, andyétion that arises in the ordinary course of then@any’s business.
Hercules has extensive litigation brought against federal and state courts located in Louisianassissippi and
South Texas, areas that were significantly impabtetiurricanes during the last decade and by theokido well
blowout incident. The jury pools in these areagehlbecome increasingly more hostile to defenda@sjcularly
corporate defendants in the oil and gas industtgrcules cannot predict with certainty the outcamneffect of any
claim or other litigation matter. Litigation mayvJean adverse effect because of potential negatiteomes, the
costs associated with defending the lawsuits, tkiersion of the Company’s management’s resourcesadher
factors.

The Company'©©perations Present Hazards and Risks That Regigrefi€ant and Continuous Oversight, and it
Depends Upon the Security and Reliability of itscAmologies, Systems and Networks in Numerous Logati
Where it Conducts Business.

Hercules continues to increase its dependencegitaldiechnologies to conduct its operations, to
collect monies from customers and to pay vendods employees. In addition, Hercules has outsouossthin
information technology development, maintenance ampport functions. As a result, Hercules is erplo
cybersecurity risks at both its internal locatiars outside vendor locations that could disruptratens for an
extended period of time and result in the lossribical data and in higher costs to correct andaéynthe effects of
such incidents, although no such material incideatge occurred to date. If the Company’s systamgiotecting
against information technology and cybersecurglgiprove to be insufficient, Hercules could beeaisgly affected
by having its business and financial systems comjs®ed, its proprietary information altered, loststolen, or its
business operations and safety procedures disrupted

Changes in Effective Tax Rates, Taxation of the @amy’s Foreign Subsidiaries, Limitations on Utitipa of the
Company’s Net Operating Losses or Adverse OutcoResulting From Examination of the Company’s Tax
Returns Could Adversely Affect its Operating Resalhd Financial Results.

The Company’duture effective tax rates could be adversely affiédy changes in tax laws, both
domestically and internationally. From time to ¢éinCongress and foreign, state and local goverrsreisider
legislation that could increase the Company’s éffectax rates. Hercules cannot determine whethrein what
form, legislation will ultimately be enacted or vtlthe impact of any such legislation would be arpitofitability. If
these or other changes to tax laws are enacte@dhmpany’s profitability could be negatively impedt

The Company’s future effective tax rates could alsoadversely affected by changes in the
valuation of its deferred tax assets and liabsitithe ultimate repatriation of earnings from fgresubsidiaries to
the United States, or by changes in tax treatezgylations, accounting principles or interpretatitimereof in one or
more countries in which Hercules operates. IntaafdiHercules is subject to the examination oftdbs returns by
the Internal Revenue Service and other tax aut@erivhere it files tax returns. Hercules regula$sesses the
likelihood of adverse outcomes resulting from thegaminations to determine the adequacy of its ipimv for
taxes. There can be no assurance that any exitigure examinations by the Internal RevenueviSeror other
taxing authorities will not have an adverse effacthe Company’s operating results and financiat@gmn.

Discharge of Prepetition Claims and Related Legat@edings.

The Debtors may be subject to Claims in variouslliggoceedings and may become subject to
other legal proceedings in the future. Althougly anch Claims will be generally stayed while theapter 11
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Cases are pending, the Debtors may not be suctéssfiltimately discharging or satisfying such Qtes. The
ultimate outcome of each of these matters, inclydime Debtors’ ability to have these matters satisfaind
discharged in the bankruptcy proceeding, cannatgntty be determined, nor can the liability thatyrpatentially
result from a negative outcome be reasonably etinpresently for every case. The liability the eb may
ultimately incur with respect to any one of thesatters in the event of a negative outcome may bexaess of
amounts currently accrued with respect to suchersatind, as a result, these matters may potenbiallyaterial to
the Debtors’ business, financial condition, andésults of operations.

D. Certain Risks Relating to HERO Equity Interests rehted to the Plan and Bankruptcy Filing.

Lack of Established Market for HERO Equity Inteseas a Consequence of Plan and Bankruptcy Filing.

As set forth above, Holders of HERO Equity Intesestll be given the opportunity to opt out of
granting the releases set forth in section VII.Ehef Plan. After an election to opt out is madetholder of HERO
Equity Interests, such election will be bindingamy buyer of such HERO Equity Interests in any eghsnt sale
or re-sale of the shares prior to the date suchestare cancelled. Specifically, once a Holder tiddls its HERO
Equity Interests through DTC Opts Out electroniciirough DTC, (a) the Holder will no longer haveght to sell
or transfer any HERO Equity Interests except mdnuialcooperation with DTC and the Voting Agent i) their
HERO Equity Interests, as stated above, will becelied and discharged under the plan as of thetéféeedate and
such opt out holder will not receive any considerabr distributions of any kind whatsoever under Plan.

Under such circumstances, a trading market for HERQGity Interests held by Holders electing to
opt out of the releases may not exist and elediingpt out will likely make it more difficult forech opt-out
shareholders to dispose of their HERO Equity IrsEsr@r to realize value on the shares at a timenvthey may
wish to do so.

E. Certain Risks Relating to the Shares of New HERO Gumon Stock and the New HERO
Warrants Under the Plan.

Significant Holders.

As set forth above, after the Effective Date, tlwédars of Senior Notes will receive 96.9% of
Reorganized HERO’s new common stock (subject tatidih). If such holders of New HERO Common Stoaraev
to act as a group, such holders would be in aipasib control the outcome of all actions requiristgckholder
approval, including the election of directors, witih the approval of other stockholders. This coiregion of
ownership could also facilitate or hinder a negetiachange of control of the Reorganized Debtord, an
consequently, have an impact upon the value othe HERO Warrants and New HERO Common Stock.

Restrictions on Transfer of New HERO Common Stock.

The recipients of securities issued under the Rtam are deemed to be “underwriters” as defined
in section 1145(b) of the Bankruptcy Code will estricted in their ability to transfer or sell theecurities. In
addition, securities issued under the Plan toiatffi of the Reorganized Debtors will be subjeatesirictions on
resale. These persons will be permitted to trarsfeell such securities only pursuant to the @ions of Rule 144
under the Securities Act, if available, or anotherilable exemption from the registration requirataeof the
Securities Act. These restrictions may adversalyact the value of the shares of New HERO CommonkSand
make it more difficult for such shareholders topdise of their shares, or to realize value on tlaesh at a time
when they may wish to do so. See Article XIgeturities Law Matters” for additional information regarding
restrictions on resales of the New HERO CommonlStoc

Lack of Established Market for New HERO Common 8tand the New HERO Warrants.

A liquid trading market for the New HERO Common &and the New HERO Warrants issued
under the Plan does not exist. The future liguidit the trading markets for New HERO Common Staok the
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New HERO Warrants will depend, among other thingmn the number of holders of such securities ahether
such securities become listed for trading on ama&mge or trading system at some future time.

The shares of common stock of HERO are currergbgdi on NASDAQ. HERO expects that its
common stock will become delisted from trading oASDAQ following the Petition Date and will then baded
on the OTC Pink market. The Reorganized Debtots use reasonable efforts to seek listing on NASDARQ
respect of the New HERO Common Stock on or as ssoreasonably practicable after the Effective Dale
Reorganized Debtors are under no obligation tatistNew HERO Warrants on any securities exchajaile a
liquid trading market may develop in the future fbe New HERO Common Stock, this is uncertain tdheecase
with respect to the New HERO Warrants.

The Anti-Dilution Protection for the New HERO Wanita Does Not Cover All Transactions that Could Adety
Affect Such Warrants.

The terms of the New HERO Warrants will provide &oti-dilution protection in the event of
certain organic dilutive events such as splits, lwoations, stock dividends and similar organic tililer events
involving New HERO Common Stock. However, theraldde other transactions, such as the issuancenafon
stock at a price below the exercise price for tieetNERO Warrants or below the market price foritesv HERO
Common Stock, for which there will be no anti-didut adjustment. Also, if the Reorganized Debtoeravto
engage in a business combination transaction f&ir aha time when the market value of the New HER@mon
Stock was below the applicable exercise price, drslof the New HERO Warrants would receive no value

Historical Financial Information of the Debtors Mdyot Be Comparable to the Financial Information toé
Reorganized Debtor.

As a result of the consummation of the Plan and tthasactions contemplated thereby, the
financial condition and results of operations af fReorganized Debtors from and after the Effeddaée may not
be comparable to the financial condition or reswalfsoperations reflected in the Debtors’ histori¢aancial
statements.

The Financial Projections Set forth in this Discl@sStatement May Not Be Achieved.

The Financial Projections cover the operationshef Reorganized Debtor through 2018. The

Financial Projections are based on numerous asgumghat are an integral part thereof, includimgf, not limited
to, Confirmation and consummation of the Plan inocadance with its terms, the anticipated futurefqrerance of
the Reorganized Debtors, industry performance, rgéieisiness and economic conditions, competitmiequate
financing, absence of material claims, the abildymake necessary capital expenditures, the alditgstablish
strength in new markets and to maintain, improwe, strengthen existing markets, customer purchasémgls and
preferences, the ability to increase gross margiuscontrol future operating expenses, and othétersamany of
which are beyond the control of the Reorganizedt@rsb In addition, unanticipated events and cirstamces
occurring subsequent to the date of this DiscloStaéement may affect the actual financial resofltthe operations
of the Reorganized Debtors. These variations neynhaterial and adverse. Because the actual remtliisved
throughout the periods covered by the Financialjdetmns will vary from the projected results, tRaancial
Projections should not be relied upon as a guaraepresentation, or other assurance of the actgalts that will
occur.

F. Additional Factors to Be Considered.

The Debtors Have No Duty to Update.

The statements contained in this Disclosure Stateraee made by the Debtors as of the date
hereof, unless otherwise specified herein, andi¢ieery of this Disclosure Statement after thaed#oes not imply
that there has been no change in the informatibfosé herein since that date. The Debtors havduty to update
this Disclosure Statement unless otherwise ordereld so by the Court.
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No Representations Made Outside this Disclosurie®ient Are Authorized

The information contained in this Disclosure Stagetris for purposes of soliciting acceptances of
the Plan and may not be relied upon for any othepgse. Except as otherwise provided herein ¢hénPlan, no
representations relating to the Debtors, the ChafteCases, or the Plan are authorized by the Batdy Court,
the Bankruptcy Code, or otherwise. Any repres@niator inducements made to secure your acceptance
rejection of the Plan, other than as contained imduded with this Disclosure Statement, showtllve relied upon
by you in arriving at your decision. You shoulemptly report unauthorized representations or ieduents to the
counsel to the Debtors and, if applicable, the Ur8stee.

The Debtors Relied on Certain Exemptions from Redfion under the Securities Act

This Disclosure Statement has not been filed whiln SEC or any state regulatory authority.
Neither the SEC nor any state regulatory authdrdg passed upon the accuracy or adequacy of teidoBure
Statement or the exhibits or the statements caeddierein, and any representation to the contsauplawful. This
Disclosure Statement has been prepared pursuBatiicruptcy Code section 1125 and Bankruptcy Rulis6g1).

To the maximum extent permitted by Bankruptcy Ceeletion 1145, the Securities Act, and other
applicable non-bankruptcy law, the issuance ofNe&v HERO Common Stock and New HERO Warrants will be
exempt from registration under the Securities Acviotue of Bankruptcy Code section 1145 as desdriberein.

The Information Herein Was Provided by the Debtord Relied upon by Their Advisors

Counsel to and other advisors retained by the Delftave relied upon information provided by
the Debtors in connection with the preparatiorhig Disclosure Statement. Although counsel to @hér advisors
retained by the Debtors have performed certaintdicdhidue diligence in connection with the preparatd this
Disclosure Statement, they have not independeetiified the information contained herein.

The statements contained in this Disclosure Stateraee made by the Debtors as of the date
hereof, unless otherwise specified herein, andidtigery of this Disclosure Statement after thaeddoes not imply
that there has not been a change in the informatdrforth herein since that date. While the Debtmve used
their reasonable business judgment to ensure tharaxy of all of the information provided in thissblosure
Statement and in the Plan, the Debtors nonethetas®ot, and do not, confirm the current accuracllcstatements
appearing in this Disclosure Statement. Furthidnpagh the Debtors may subsequently update thorirdtion in
this Disclosure Statement, the Debtors have nonedtive duty to do so unless ordered to do so byBénkruptcy
Court.

The financial information contained in this Disdlos Statement has not been audited unless
explicitly stated otherwise. In preparing this &@sure Statement, the Debtors relied on finardaah derived from
their books and records that was available atithe bf such preparation. Although the Debtors hased their
reasonable business judgment to ensure the accarfatlye financial information provided in this Dissure
Statement, and while the Debtors believe that $ineimcial information fairly reflects the financiabndition of the
Debtors, the Debtors are unable to warrant or sgmtethat the financial information contained hereid attached
hereto is without inaccuracies.

No Legal or Tax Advice Is Provided to You by thiss€losure Statement

This Disclosure Statement is not legal advice to wo The contents of this Disclosure Statement
should not be construed as legal, business, oadaice. Each Holder of a Claim or an Equity Ingtrehould
consult his or her own legal counsel and accountéthtregard to any legal, tax, and other matterscerning his or
her Claim or Equity Interest. This Disclosure 8taént may not be relied upon for any purpose otiwen to
determine how to vote on the Plan or object to Comation of the Plan.
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No Admissions Are Made by this Disclosure Statement

The information and statements contained in thiscBsure Statement will neither constitute an
admission of any fact or liability by any Entityn@luding, without limitation, the Debtors) nor beeained evidence
of the tax or other legal effects of the Plan om Brebtors, the Reorganized Debtors, Holders ofwdid Claims or
Equity Interests or any other parties in interdsxcept as otherwise provided in the Plan, the fagta Holder of an
Allowed Claim or Equity Interest for or against tRéan does not constitute a waiver or release pfGaims or
rights of the Debtors or the Reorganized Debtorsaoy party in interest, as the case may be) teadlp that
Holder’s Allowed Claim or Equity Interest, or re@vany preferential, fraudulent, or other voidatrensfer or
assets, regardless of whether any Claims or Caofésction of the Debtors or their respective Estatre
specifically or generally identified herein.

In addition, no reliance should be placed on tht flaat a particular litigation claim or projected
objection to a particular Claim or Equity Interéstor is not, identified in this Disclosure Statath The Debtors or
the Reorganized Debtors may seek to investigdée,dnd prosecute objections to Claims and Equitgrésts and
may object to Claims after the Confirmation or Effee Date of the Plan irrespective of whether tisclosure
Statement identifies such Claims or objections|angs.

Forward-Looking Statements in this Disclosure Sieet

The Debtors make statements in this DisclosureeBiant that are considered forward-looking
statements under the federal securities laws. Odlgtors consider all statements regarding antiegpatr future
matters, including the following, to be forward-kiog statements:

» any future effects as a result of the » results of litigation;
filing or pendency of the Chapter 11
Cases; » disruption of operations;
e The Company's expected future e regulatory changes;
financial position, liquidity, results of
Operations, profltablllty, and cash ﬂOWS; . p|ans and objectives of management for

future operations;
« financing plans;

e contractual obligations;
* competitive position;

« off-balance-sheet arrangements;
* business strategy;

e growth opportunities for existing

* budgets; services;

* projected cost reductions; e projected price changes;

+ projected and estimated environmental » projected general market conditions;
liabilities; and

» other projected and estimated liability « impacts from new technologies.
costs;

Statements concerning these and other matters @reguarantees of the Company’s future
performance. Such statements represent the Corgpastimates and assumptions only as of the datd su
statements were made. There are risks, uncedsjrand other important factors that could causeCibmpany’s
actual performance or achievements to be matedéffigrent from those it may project, and Herculeslertakes no
obligation to update any such statement. Theks,nigcertainties, and factors include:
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the Debtors’ ability to confirm, and
consummate the Plan;

the Company’s ability to reduce its
overall financial leverage;

the potential adverse impact of the
Chapter 11 Cases on the
Company’s operations,
management, and employees and
the risks associated with operating
the businesses during the Chapter
11 Cases;

supplier and partner response to the
Chapter 11 Cases;

inability to have claims discharged
or settled during the Chapter 11
Cases;

general economic, business, and
market conditions, including the

recent volatility and disruption in

the capital and credit markets and
the significant downturn in the

overall economy;

Page 95 of 107

interest rate fluctuations;

exposure to litigation;

dependence upon key personnel;
ability to implement cost reduction
and market share initiatives in a

timely manner;

efficacy of new technologies and
facilities;

adverse tax changes;

limited access to capital resources;
changes in laws and regulations;
natural disasters; and

inability to implement the
Company’s business plan.

See “Risk Factors” in HERO'’s Annual Report on FattK for the year ended December 31, 2014 fortaofis
other risk factors that could have a significanpéaot on the Company’s operating performance, apdHeR0O’s
filings with the Securities and Exchange Commisgmmadditional disclosures regarding risks andvind-looking

statements.

A.
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XIl. SECURITIES LAW MATTERS

No registration statement will be filed under thec&ities Act of 1933, as amended (the
“Securities Act), or pursuant to any state securities laws wihpect to the offer and distribution of securities
under the Plan. Prior to the filing of the Chapt&rCase, the Debtors will rely on the exemptiorvigted by section
4(a)(2) of the Securities Act and applicable exéomst from Blue Sky Laws. The Debtor believes tttat
provisions of section 1145(a)(1) of the Bankrup@gde will exempt the issuance and distribution edusities
issued under the Plan (th&145 Securitie®) from federal and state securities registratiequirements. The 1145
Securities issued to affiliates of the Reorganiethtors will be treated as issued pursuant toaedii45(a)(1), but
will be subject to restrictions on resale and mayédsold only under Rule 144 or another availakérgtion from
registration under the federal and state secuitdigs.

Bankruptcy Code Exemptions from Registration Requiements.

Securities Issued in Reliance on Section 1145 oftiBankruptcy Code.

Section 1145(a)(1) of the Bankruptcy Code exentmsoffer and sale of securities under a plan of
reorganization from registration under the Seasithct and state laws if three principal requiretseme satisfied:
(i) the securities must be offered and sold undglaa of reorganization and must be securitiedhefdebtor, of an
affiliate participating in a joint plan with the li®r, or of a successor to the debtor under the; i the recipients
of the securities must each hold a prepetitiondoniaistrative expense claim against the debtomanterest in the
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debtor; and (iii) the securities must be issuedxohange for the recipient’s claim against, orriggéin, the debtor,
or principally in such exchange and partly for caslproperty.

The exemptions provided for in section 1145 do apply to an entity that is deemed an
“underwriter” as such term is defined in sectio8(b) of the Bankruptcy Code. Section 1145(b) reefi an
“underwriter” as one who, except with respect todinary trading transactions” of an entity thahet an “issuer”:

(a) purchases a claim against, an interest in, or isndler administrative expense
against, the debtor, with a view to distributingy aecurity received in exchange
for such a claim or interest (“accumulators”);

(b) offers to sell securities offered or sold underlanpfor the holders of such
securities (“distributors”);

(c) offers to buy securities offered or sold under anpirom the holders of such
securities, if the offer to buy is (i) with a view distributing such securities and
(i) under an agreement made in connection with f{ilan, with the
consummation of the plan, or with the offer or saflesecurities under the plan;
and

(d) is an “issuer” with respect to the securities, les term “issuer” is defined in
section 2(a)(11) of the Securities Act, which imda affiliates of the issuer,
defined as persons who are in a relationship afittod” with the issuer.

As explained more fully in the next section, pessevho are not deemed “underwriters” of the
issuer may generally resell 1145 Securities withegiistration under the Securities Act or otherliapple law.
Persons deemed “underwriters” may sell such séesiritvithout registration only pursuant to a registm
statement or exemptions from registration undeiStheurities Act and other applicable law.

Subsequent Resales of 1145 Securities.

Section 1145(c) of the Bankruptcy Code provides thecurities issued pursuant to section

1145(a)(1) are deemed to have been issued in acpoffidring. In general, therefore, resales of antbsequent
transactions in the 1145 Securities will be exefnpin registration under the Securities Act pursuansection
4(a)(1) of the Securities Act, unless the holderdbf is deemed to be an “issuer,” an “underwriter,a “dealer”
with respect to such securities. A “dealer,” afirdel in section 2(a)(12) of the Securities Actaisy person who
engages either for all or part of his or her tidiegctly or indirectly, as agent, broker, or pripal, in the business of
offering, buying, selling, or otherwise dealingtrading in securities issued by another person.“‘igguer” includes
any “affiliate” of the issuer, which is defined agerson directly or indirectly controlling, coriteal by, or under
common control with the issuer. Affiliates of Rganized HERO for these purposes will generallyudel its
directors and officers and its controlling stocldek.

“Control,” as defined in Rule 405 of the Securitidst, means the possession, directly or
indirectly, of the power to direct or cause theedion of the management and policies of a pensbpther through
the ownership of voting securities, by contracbtitrerwise. While there is no precise definitionadfcontrolling”
stockholder, the legislative history of section 31f the Bankruptcy Code suggests that a creditoy awns 10%
or more of a class of securities of a reorganizsatar may be presumed to be a “controlling persarthe debtor.
However, that presumption is rebuttable, and wiretrenot any particular person would be deemed @oab
“affiliate” of Reorganized HERO will depend uponricus facts and circumstances applicable to thesqme

Notwithstanding the provisions of section 1145(b) the Bankruptcy Code regarding
accumulators and distributors, the staff of the $Ia€ taken the position that resales of secudigsbuted under a
plan of reorganization by accumulators and distdlsiof securities who are not affiliates of theuisr of such
securities are exempt from registration under tbeuBties Act if effected in “ordinary trading trsections.” The
staff of the SEC has indicated in this context thatransaction by such non-affiliates may be carsid an
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“ordinary trading transaction” if it is made on ational securities exchange or in the over-the-tamumarket and
does not involve any of the following factors:

(e) (i) concerted action by the recipients of secuwsitissued under a plan in
connection with the sale of such securities orc@ificerted action by distributors
on behalf of one or more such recipients in coriaaatith such sales;

)] the use of informational documents concerning tffering of the securities
prepared or used to assist in the resale of sumhrifes, other than a bankruptcy
court-approved disclosure statement and supplentaeteto, and documents
filed with the SEC pursuant to the Exchange Act; or

(9) the payment of special compensation to brokersceaders in connection with
the sale of such securities designed as a speciahiive to the resale of such
securities (other than the compensation that wheldaid pursuant to arm’s-
length negotiations between a seller and a brokedesler, each acting
unilaterally, not greater than the compensation Wwuld be paid for a routine
similar-sized sale of similar securities of a sanilssuer).

The staff of the SEC has not provided any guiddocerivately arranged trades. The views of
the staff of the SEC on these matters have not beeght by the Debtors and, therefore, no assureantée given
regarding the proper application of the “ordinargding transaction” exemption described above. feyson
intending to rely on such exemption is urged tostiintheir counsel as to the applicability ther¢oftheir
circumstances.

Subsequent Transfers of the New HERO Common Stocknd New HERO Warrants Issued to Affiliates.

Securities issued under the Plan to affiliates ebiiganized HERO will be subject to certain
restrictions on resale. Affiliates may resell swggturities in compliance with the requirementsRofe 144 or
another available exemption under the SecuritidsaAd applicable Blue Sky Laws.

Rule 144 requires that certain information conaggnthe issuer be made publicly available.
Reorganized HERO expects to be a reporting compaaker the Securities Exchange Act of 1934, as asdgnd
thereby satisfying the public information requirethef Rule 144. Affiliates of Reorganized HERO masso
comply with the volume, manner of sale, and noteguirements of Rule 144. However, affiliates @oRyanized
HERO will not be subject to the holding period regment of Rule 144, as the New HERO Common Stouk a
New HERO Warrants will be deemed to have been ésgua public offering.

Volume Requirement. Affiliates of Reorganized HERO will be limited the number of shares of
New HERO Common Stock and New HERO Warrants (tceatparately for this purpose) that may be sold for
their account (and related persons) in any threetmperiod. They will be limited to thgreater of (i) 1% of the
outstanding securities of the same class being sold (ii) if the class is listed on a stock examnthe average
weekly reported volume of trading in such secwitiuring the four weeks preceding the filing of @tice of
proposed sale on Form 144 or if no notice is regljithe date of receipt of the order to executdrdmsaction by
the broker or the date of execution of the tranisadtirectly with a market maker.

Manner of Sale Requirement. Under Rule 144, affiliates of Reorganized HER@ymesell their
New HERO Common Stock and New HERO Warrants sdlelg broker’s transaction, directly with a market
maker, or in a riskless principal transaction (efretd in Rule 144).

Notice Requirement. If the amount of New HERO Common Stock or NewR4EWarrants sold
by an affiliate under Rule 144 in any three monghiged exceeds 5,000 shares or warrants or hasgegaje sale
price greater than $50,000, the affiliate must élecause to be filed with the SEC three copies afotice of
proposed sale on Form 144, and provide a copyy@achange on which the securities are traded.
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GIVEN THE COMPLEX NATURE OF THE QUESTION OF WHETHER PARTICULAR
PERSON MAY BE AN UNDERWRITER, AFFILIATE, OR DEALER,THE DEBTOR MAKES NO
REPRESENTATIONS CONCERNING THE RIGHT OF ANY PERSOND TRADE IN SECURITIES TO BE
DISTRIBUTED PURSUANT TO THE PLAN. THE DEBTORS REGOMEND THAT HOLDERS OF CLAIMS
CONSULT THEIR OWN COUNSEL CONCERNING WHETHER THEY AY FREELY TRADE SUCH
SECURITIES.

Holders of Claims may wish to consult with their om legal advisors regarding the
applicability of securities laws and exemptions ittheir particular circumstances.

X1, CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENC ES OF THE PLAN

A. Introduction

The following discussion summarizes certain U.8efal income tax consequences of the Plan to
the Debtors and to holders of Allowed Class 3 SeNmtes Claims in their capacities as such.

This summary is provided for informational purposedy and is based on the Tax Code, the
Treasury regulations promulgated thereunder, jatimuthority and current administrative rulings gdctice, all
as in effect as of the date hereof and all of whach subject to change, possibly with retroactiffece A
substantial amount of time may elapse between #te df this Disclosure Statement and the receipa dihal
distribution under the Plan. Events subsequetihéodate of this Disclosure Statement, such astiaetment of
additional tax legislation, court decisions or adistrative changes, could affect the U.S. fedenabime tax
consequences of the Plan and the transactionsroplated thereunder. No ruling will be sought frém Internal
Revenue Service (thdRS”") with respect to any of the tax aspects of thanPand no opinion of counsel has
heretofore been obtained by the Debtors with resghereto. No representations are being made degathe
particular tax consequences of the confirmation emsummation of the Plan to the Debtor or any Eolof a
Claim. No assurance can be given that the IRS dvoot assert, or that a court would not sustaidjfferent
position from any discussed herein. This summamgsdchot address any aspects of U.S. federal namiacstate,
local, or non-U.S. taxation.

The summary of certain U.S. federal income tax equnsnces to holders of Claims does not
address all aspects of U.S. federal income taxdtiahmay be relevant to a particular holder ofl@r€ in light of
its particular facts and circumstances or to paldictypes of holders of Claims subject to spetihtment under
the Tax Code (for example, financial institutionsanks; broker-dealers; insurance companies; tampie
organizations; retirement plans or other tax-def@ccounts; mutual funds; real estate investnnasist traders in
securities that elect mark-to-market treatmentsqes subject to the alternative minimum tax; carfarmer U.S.
citizens or long-term residents; persons who hd&in®s or New HERO Common Stock as part of a hesigaddle,
constructive sale, conversion or other integratadsaction; persons that have a functional currextiogr than the
U.S. dollar; governments or governmental orgarizesi pass-through entities; investors in pass-tiiroentities
that hold Claims or New HERO Common Stock; and @asswho received their Claims or New HERO Common
Stock upon exercise of employee unit options oeltise as compensation; or holders not entitledote on the
Plan). Furthermore, the summary of certain U.8eifal income tax consequences to holders of Clajppties only
to holders that hold their Claims as capital ask®t&).S. federal income tax purposes (generaligpprty held for
investment) and will hold their New HERO Common &t@s capital assets for U.S. federal income tapgaes
and that the various debt and other arrangementditch the Debtors are parties will be respectedf&. federal
income tax purposes in accordance with their folmsofar as such summary addresses U.S. fedemammdax
consequences related to the New HERO Common Stugh summary applies only to holders of Claims that
acquire the New HERO Common Stock in exchangehieir Claims pursuant to the Plan.

A “U.S. holder” for purposes of this summary is enbficial owner of a Class 3 Senior Note
Claims that is, for U.S. federal income tax purpose

* anindividual who is a U.S. citizen or U.S.idest alien;
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» a corporation, or other entity taxable as aoaation for U.S. federal income tax purposes, that
was created or organized in or under the laws@ftthited States, any state thereof or the Distfi€@olumbia;

* an estate whose income is subject to U.S. &dsrome taxation regardless of its source; or

» atrust (1) if a court within the United Staiesable to exercise primary supervision over the
administration of the trust and one or more U.3s@as have the authority to control all substamtedisions of the
trust, or (2) that has a valid election in effestiar applicable Treasury regulations to be treaged U.S. person.

A “Non-U.S. Holder’'means a holder of a Claim thewniot a U.S. holder and is, for U.S. federal
income tax purposes, an individual, corporation dtirer entity treated as a corporation for U.Sefatlincome
taxes purposes), estate or trust.

If a partnership (including any entity treated gsagtnership for U.S. federal income tax purposes)
is a beneficial owner of a Claim or New HERO Comn&tock, the treatment of a partner in the partrprsilil
generally depend upon the status of the partnettendctivities of the partnership. Partnershipd teir partners
should consult their tax advisors about the U.Seffal income tax consequences of participatingha Plan,
including the tax consequences with respect toawaership and disposition of New HERO Common Stock
received under the Plan.

ACCORDINGLY, THE FOLLOWING SUMMARY OF CERTAIN U.S. FEDERAL
INCOME TAX CONSEQUENCES IS FOR INFORMATIONAL PURPOS ES ONLY AND IS NOT A
SUBSTITUTE FOR CAREFUL TAX PLANNING AND ADVICE BASE D UPON THE INDIVIDUAL
CIRCUMSTANCES PERTAINING TO A HOLDER. ALL HOLDERS OF CLAIMS OR EQUITY
INTERESTS ARE URGED TO CONSULT THEIR OWN TAX ADVISO RS FOR THE FEDERAL, STATE,
LOCAL AND NON-U.S. TAX CONSEQUENCES OF THE PLAN.

B. Certain U.S. Federal Income Tax Consequences of tiidan to the Debtors

The Debtors have reported consolidated U.S. netatipg loss (NOL") carryovers for federal
income tax purposes of approximately $447.9 milésnof December 31, 2014. Certain of these NO&ssabject
to limitations on their use. The Debtors expedhtur further operating losses for the 2015 tagaielar. If unused,
these NOLs will expire in the years 2029 througl3®20 The amount of any such NOL carryforwards atitkio
losses, and the extent to which any limitations @ayagly, remains subject to audit and adjustmerthbyiRS.

As discussed below, the amount of the Debtors’ Nfatryforwards, and possibly certain other
tax attributes, may be significantly reduced upoplementation of the Plan. In addition, the Reoiged Debtors’
subsequent utilization of any net built-in losseishwespect to their assets and NOLs remaining, possibly
certain other tax attributes, may be restricted e=ssult of and upon the implementation of the Plan

Cancellation of Debt and Reduction of Tax Attributes

It is anticipated that the Plan will result in ancellation of a portion of the Debtors’ outstanding
indebtedness. In general, absent an exceptiorgbtodwill realize and recognize cancellation obtdeicome
(“COD Income”) upon satisfaction of its outstanding indebtednfts total consideration less than the amount of
such indebtedness. The amount of COD Income, irergé is the excess of (a) the adjusted issue micthe
indebtedness satisfied, over (b) the sum of theuamof cash paid and the fair market value of atiyeo
consideration.

A debtor will not, however, be required to inclualey amount of COD Income in gross income if
the debtor is under the jurisdiction of a couraiinase under chapter 11 of the Bankruptcy Coderendischarge of
debt occurs pursuant to that proceeding. Inst@s@, consequence of such exclusion, a debtor mdiste certain
of its tax attributes by the amount of COD Incofattit excluded from gross income. In general atibutes will
be reduced in the following order: (a) NOLs andIN€rryovers; (b) certain tax credit carryover; ifet capital
losses and capital loss carryovers; (d) tax baséssets (but not below the amount of liabilitesvhich the debtor
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remains subject); (e) passive activity loss anditi@arryovers; and (f) foreign tax credit carryose A debtor with
COD Income may elect first to reduce the basidoflepreciable assets. In the context of a cateselil group of
corporations, the tax rules provide for a compleeoing mechanism in determining how the tax aftels of one
member can be reduced by the COD Income of anatkerber.

As a result of having their debt reduced in conipectvith their bankruptcy, the Debtors generally
will not recognize COD Income from the dischargeirtdebtedness pursuant to the Plan; however, theobDe
expect that, subject to the limitations discussexcin, they will be required to make material ragurs in their tax
attributes. Because the Plan provides that holdecertain Claims may receive New HERO Common ISttite
amount of COD Income, and accordingly the amounéwfattributes required to be reduced, will depiengart on
the fair market value of the New HERO Common Stodlkese values cannot be known with certainty athef
date hereof.

Limitation of NOL Carryforwards and Other Tax Attri butes

The Debtors had significant NOLs as of December Z11,4 and expect to generate operating
losses through the Effective Date. The Debtoreekthat, as a consequence of the COD Income, K@irs will
be substantially reduced. The amount of tax atte®, if any, that will be available to the Reoligad Debtors
following such reduction is based on a number ofdies and is impossible to calculate at this tinBome of the
factors that will impact the amount of availablg &dtributes include: the amount of taxable incaméss incurred
by the Debtors in 2015 and the amount of COD Incaemognized by the Debtors in connection with the
consummation of the Plan. Following the consumomatif the Plan, the Debtors anticipate that anyaiaing
NOLs and other tax attributes, if any, may be stibje limitation under section 382 of the Tax Cdjereason of
the transactions under the Plan.

Under section 382 of the Tax Code, if a corporatimlergoes an “ownership change,” the
amount of its pre-ownership change NOLs (colledyivePre-Change Loss€e$ that may be utilized to offset future
taxable income generally is subject to an annuaitdition. Corresponding rules may reduce a cotpora ability
to use losses if it has built-in losses in its tss¢ the time of an ownership change. Capita tryovers and
certain tax credit carryovers are also generathjtéd after an ownership change under section 3&3cTax Code.
Although the Debtors do not believe that their N@its currently subject to these utilization limibas (other than
certain carryovers relating to the 2011 acquisitbseahawk Drilling, Inc.), subsequent trading\digtin HERO's
shares or further changes in the ownership of HEROk prior to the issuance of the New HERO ComiBtotk
pursuant to the Plan could result in “ownershipnges” that may ultimately affect the ability to lfultilize the
Debtors’ NOLs. As discussed in greater detail ertie Debtors anticipate that the issuance ofNbe HERO
Common Stock pursuant to the Plan will result in“awnership change” of the Reorganized Debtorsthase
purposes, and that the Reorganized Debtors’ usieeaf Pre-Change Losses will be subject to limitatunless an
exception to the general rules of Section 382 ef Tax Code applies. This limitation is independefitand in
addition to, the reduction of tax attributes ddsedi in the preceding section resulting from thewesion of COD
Income.

€) General Section 382 Annual Limitation

In general, the annual limitation determined unsksstion 382 of the Tax Code in the case of an
“ownership change” of a corporation (th8ection 382 Limitatior’) is equal to the product of (a) the fair market
value of the stock of the corporation immediatedydoe the ownership change (with certain adjusts)enultiplied
by (b) the applicable “long-term tax-exempt ratested by the IRSe(g., 2.74% for July 2015). Generally, the
Section 382 Limitation may be increased to the mixthat the corporation recognizes certain builgains in its
assets during the five-year period following thenevship change, or is treated as recognizing builjains
pursuant to certain safe harbors provided by tt& IRorresponding rules may reduce a corporatiainility to use
losses if it has built-in losses in its assetdiattime of an ownership change. Section 383 offtleeCode applies a
limitation, similar to the Section 382 Limitatiotg capital loss carryforwards and tax credits. Amysed limitation
may be carried forward, thereby increasing the ahtimitation in the subsequent taxable year. Tledbtor
corporation’s Pre-Change Losses will be subjedutther limitations if the debtor does not continitee business
enterprise for at least two years following the evahip change or if it experiences additional fetoknership
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changes. As discussed below, however, speciad by apply in the case of a corporation which ggpees an
ownership change as the result of a bankruptcygamiog.

(b) Special Bankruptcy Exceptions

An exception to the foregoing annual limitation esil generally applies when the existing
shareholders and/or so-called “qualified creditar§a debtor corporation in a chapter 11 bankrupgse receive,
in respect of their claims or interests, at led@%f the vote and value of the stock of the reoimgd debtor (or
stock of a controlling corporation if also in bangtcy) pursuant to a confirmed chapter 11 plan (882(1)(5)
Exception”). Under the 382(1)(5) Exception, a debtor’'s ¥eange Losses are not limited on an annual basjs bu
instead, the debtor's NOLs are required to be redury the amount of any interest deductions claichathg any
taxable year ending during the three-year periatquling the taxable year that includes the effedtiate of the
plan of reorganization, and during the part oftdeeable year prior to and including the effectiatedof the plan of
reorganization, in respect of all debt converted stock in the reorganization. If the 382(l)(5)cEption applies
and the debtor undergoes another ownership chaithewwo years after consummation of the plan,nttiee
debtor’s Pre-Change Losses effectively would bmiekted in their entirety.

When the 382(l)(5) Exception is not applicableHeitbecause the debtor does not qualify for it or

the debtor otherwise elects not to utilize the 882 Exception), a second special rule will getigrapply to a
debtor in chapter 11 (the882(1)(6) Exceptiori). When the 382(1)(6) Exception applies, a deltorporation that
undergoes an ownership change generally is pedhiitteletermine the fair market value of its stotflerataking
into account the increase in value resulting fraw surrender or cancellation of creditors’ claimghe bankruptcy.
This differs from the ordinary rule that requirde tfair market value of a debtor corporation thadergoes an
ownership change to be determined before the egaritygy rise to the change. The 382(1)(6) Exceptdso differs
from the 382(1)(5) Exception in that the debtorgmmation is not required to reduce its NOLs byriest deductions

in the manner described above, and the debtor magrgo a change of ownership within two years witho
triggering the elimination of its Pre-Change Losses

Whether the Debtors qualify for the 382(1)(5) Extiep is highly fact specific and significant
uncertainties exist as to the facts and law undwglthis position. Thus, the Debtors are not éertehether they
will qualify for the Section 382(1)(5) Exception @rould choose to elect out of the Section 382(Ig%¢eption. If
the Debtors do not qualify for the 382(1)(5) Exdeptor the Debtors elect out of the 382(1)(5) Exeap the
Debtors’ use of its Pre-Change Losses will be silifethe Section 382 Limitation following confirtien of the
Plan, calculated under the special rule of Sec®®2(1)(6) of the Tax Code described above. Howeasy NOLs
generated in any-post-Effective Date taxable yeat(ding the portion of the taxable year of thenevship change
following the Effective Date) should not be sulbjecthis limitation.

Regardless of whether the Debtors take advantagbeoB82(1)(5) Exception or the 382(1)(6)
Exception, the Reorganized Debtors’ use of theg-®nange Losses, if any, after the Effective Datey rhe
adversely affected if an “ownership change” witttie meaning of Section 382 of the Tax Code wemctur after
the Effective Date.

Alternative Minimum Tax

In general, an alternative minimum taxAMT") is imposed on a corporation’s alternative
minimum taxable income AMTI ") at a 20% rate to the extent such tax exceedgdngoration’s regular federal
income tax for the year. AMTI is generally equakégular taxable income with certain adjustmeifisr purposes
of computing AMTI, certain tax deductions and othmmneficial allowances are modified or eliminateéor
example, except for AMT NOLs for certain taxableagge only 90% of a corporation’s AMTI may be offést
available AMT NOL carryforwards. Additionally, uad section 56(g)(4(G) of the Tax Code an ownershignge
(as discussed above) that occurs with respectctr@oration having a net unrealized built-in lossts assets may
cause the corporation’s aggregate tax basis iaséets to be reduced for certain AMT purposesftectethe fair
market value of such assets as of the change date.
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C. Certain U.S. Federal Income Tax Consequences of tiidan to U.S. Holders of Allowed Class
3 Senior Notes Claims

The U.S. federal income tax consequences of the Bla U.S. holder of a Claim will depend, in
part, on whether the related Senior Note consttatésecurity” for federal income tax purposes, tlibethe holder
reports income on the accrual or cash basis, wh#teeholder has taken a bad debt deduction orhess security
deduction with respect to the Claim and whetherhibleler receives distributions under the Plan irartban one
taxable year. U.S. holders should consult thedraidvisors regarding the tax consequences of the Pdsed on
their individual circumstances.

Definition of Securities

Whether an instrument constitutes a “security” etedmined based upon all the facts and
circumstances, but most authorities have heldtttetength of the term of a debt instrument israpartant factor
in determining whether such instrument is a seguot federal income tax purposes. These autlegritiave
indicated that a term of less than five years igl@we that the instrument is not a security, wae e term of ten
years or more is evidence that it is a securitydédnrsomewhat different facts, the IRS has ruled tieav debt
obligations with a term of less than five yearsiegzbin exchange for and bearing the same termsr(tian interest
rate) as securities should also be classified @awities for this purpose, since the new debt regmés a continuation
of the holder’s investment in the corporation ibsantially the same form. The Senior Notes haveag between
seven (7) and thirty (30) years. There are nunteother factors that could be taken into accourdetermining
whether a debt instrument is a security, includimg security for payment, the creditworthinesshef obligor, the
subordination or lack thereof to other creditorg tight to vote or otherwise participate in thenagement of the
obligor, convertibility of the instrument into aguty interest of the obligor, whether paymentsnbérest are fixed,
variable, or contingent, and whether such paymenés made on a current basis or accrued. Becauskeof
inherently factual nature of this determinationcled).S. holder of a Claim is urged to consult @ tdvisor
regarding whether a Senior Note constitutes a #ggdar federal income tax purposes.

Exchange of Claims

€) Senior Notes are Securities for Tax Purposes

If a Senior Note is treated as a security for fatlércome tax purposes, the exchange of such

Senior Note pursuant to the Plan would be treaseal recapitalization, and therefore a reorganinatizder the Tax
Code. In general, if a Senior Note is treated asaurity for federal income tax purposes, a Udddr (i) will
recognize gain only to the extent of any amountgiked in respect of accrued but unpaid interest &enior Note
and (ii) will not be permitted to recognize a lodn.that case, the gain would generally be capith except to the
extent the “market discount” rules discussed betawse the gain to be treated as ordinary incomay capital
gain or loss will be long-term capital gain or logsat the time of disposition of the Senior NotelHolder held the
Senior Note for more than one year.

A U.S. holder’'s adjusted tax basis in the shareBl@y HERO Common Stock received would
equal the adjusted tax basis of the Senior Notebamged therefor. A U.S. holder would have a hgigiariod for
the New HERO Common Stock that includes the holgirgod for the Senior Notes exchanged therefohe T
adjusted tax basis of any share of New HERO Com8tonk treated as received in satisfaction of actinterest
would equal the fair market value of such New HER@nmon Stock and the holding period for such sbaidew
HERO Common Stock would begin on the day followihg day of receipt.

(b) Senior Notes are Not Securities

If a Senior Note is not treated as a “security” flederal income tax purposes, the exchange of
such a Class 3 Senior Notes Claim should be a letednsaction. Subject to the discussion undastfDutions
After the Effective Date” below, a U.S. holder stlibgenerally recognize gain or loss on the exchafgeClass 3
Senior Notes Claim pursuant to the Plan equalddaifference between (i) the fair market valuehef New HERO
Common Stock (excluding New HERO Common Stock é@ats attributable to accrued interest on suchnGlai
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which is taxable as described below under “Accringdrest”), and (ii) the U.S. holder’s adjusted tmsis in such
Claims. The character of such gain or loss astaagain or loss or as ordinary income or loss tvildetermined
by a number of factors, including the nature of @laim in such U.S. holder’'s hands, whether theirClawas
purchased at a discount, and whether and to wheniethe U.S. holder has previously claimed a letat deduction
with respect to its Claim. See the discussionsweinder “Accrued Interest” and “Market DiscountThe U.S.
holder’s tax basis in such New HERO Common Stodukhgenerally be the fair market value of the NéBRO
Common Stock at the time received, and the U.Sldntd holding period in such New HERO Common Statk,
any, should generally begin on the day following tlay of receipt.

U.S. holders of Allowed Class 3 Senior Notes Claimshould consult their tax advisors
regarding the tax consequences of the exchange, limting: the tax consequences of any distributionghat
may be made after the Effective Date on account dhe disallowance of any Disputed Claim and possible
alternative characterizations of the exchange.

New HERO Common Stock

(b) Distributions

The gross amount of any distribution of cash ompprty made to a U.S. holder with respect to

New HERO Common Stock generally will be includiiegross income by a U.S. holder as dividend inctorthe
extent such distribution is paid out of currenaocumulated earnings and profits, as determineérudds. federal
income tax principles. Dividends received by nonporate U.S. holders may qualify for reduced rafemxation.
Subject to applicable limitations, a distributioieh is treated as a dividend for U.S. federal medax purposes
may qualify for the dividends-received deductiosuth amount is distributed to a U.S. holder tha corporation
and certain holding period and certain other rexyunénts are satisfied. Any dividend received by &. biolder that
is a corporation may be subject to the “extraondirmhvidend” provisions of the Tax Code. A distition in excess
of current and accumulated earnings and profitsledsrmined under U.S. federal income tax prinsiphdll first be
treated as a return of capital to the extent ofut®. holder’'s adjusted tax basis in its New HER@m@hon Stock
and will be applied against and reduce such basikrefor-dollar (thereby increasing the amount g#in or
decreasing the amount of loss recognized on a qubaétaxable disposition of the New HERO Commaucist
To the extent that such distribution exceeds tH&. UWolder's adjusted tax basis in its New HERO CamiStock,
the distribution will be treated as capital gaihieh will be treated as long-term capital gaindtk U.S. holder’s
holding period in its New HERO Common Stock exceauls year as of the date of the distribution.

(c) Sale, Exchange, or Other Taxable Disposition.

For U.S. federal income tax purposes, a U.S. haj@eerally will recognize gain or loss on the
sale, exchange, or other taxable disposition of @higs New HERO Common Stock in an amount equatht®
difference, if any, between the amount realizedtlier New HERO Common Stock and the U.S. holderjested
tax basis in the New HERO Common Stock. Subjed¢héorules discussed below under “Market Discouahy
such gain or loss generally will be capital gailass, and will be long-term capital gain or losthe holder has a
holding period in the New HERO Common Stock of mitr@n one year as of the date of disposition. @agains
of non-corporate U.S. holders derived with respea sale, exchange, or other taxable dispositfddeav HERO
Common Stock held for more than one year may lghédi for reduced rates of taxation. Under the Tiode
section 108(e)(7) recapture rules, a holder masehaired to treat gain recognized on the taxaldpatiition of the
New HERO Common Stock as ordinary income if thedboltook a bad debt deduction with respect to &weid®
Notes or recognized an ordinary loss on the exaharighe Senior Notes for New HERO Common Stocke Th
deductibility of capital losses is subject to liatibns. Holders are urged to consult their ownatdxisors regarding
such limitations.

Holders of New HERO Common Stock are urged to condttheir tax advisors regarding the
tax consequences related to the New HERO Common $to
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Distributions After the Effective Date

If a U.S. holder of an Allowed Claim receives atidligition pursuant to the Plan subsequent to the
Effective Date, a portion of such distributions mbg treated as imputed interest under the imputéelast
provisions of the Tax Code. Such imputed intenesy accrue over time, in which case a holder masehsired to
include such imputed interest in income prior te #ttual distributions. Any loss and a portiorany§ gain realized
by such holder may be subject to deferral. Funtioee, the “installment sale” rules of the Tax Caday apply to
gain recognized by such U.S. holder unless the hbBer elects out of such rules.

U.S. holders of Claims should consult their tax adsors regarding the tax consequences of
distributions made after the Effective Date, includnhg the potential applicability of (and ability to elect out of)
the installment sale rules and the potential applability of the imputed interest rules.

Accrued But Unpaid Interest

To the extent that any amount received by a U.&lemainder the Plan is attributable to accrued
but unpaid interest and such interest has not pusly been included in the U.S. holder’'s gross imedor U.S.
federal income tax purposes, such amount wouldrgénde taxable to the U.S. holder as ordinargii@st income.
A U.S. holder may be able to recognize a deductibés to the extent that any accrued interest endibt
instrument constituting such Claim was previouslyreluded in the U.S. holder’s gross income bus wat paid in
full by the Debtors.

The extent to which any amount received by a Udddr will be attributable to accrued but
untaxed interest is unclear. Under the Plan, tigremate consideration to be distributed to Holddrallowed
Claims in each Class in full or partial satisfantiof their Claims will be treated as first satisiyithe stated
principal amount of the Allowed Claims for such Hets and any remaining consideration as satisfytregued, but
unpaid, interest, if any. The IRS could take tlosifion, however, that the consideration receivgdabHolder
should be allocated in some way other than as gealin the Plan.

Holders of Claims should consult their own tax adwdors regarding the proper allocation of
the consideration received by them under the Plan.

Market Discount

Under the “market discount” provisions of sectidi®6 through 1278 of the Tax Code, some or
all of any gain realized by a U.S. holder exchaggimy debt instrument constituting its Allowed @Giamay be
treated as ordinary income (instead of capital)gainthe extent of the amount of accrued “markstaunt” on the
debt constituting the surrendered Allowed Claim.

A debt instrument to which sections 1276 througl8Laf the Tax Code may apply is generally
considered to have been acquired with “market distoif it is acquired other than on original issaed its basis
immediately after its acquisition by the U.S. haldeless than (i) its “stated redemption pricenaturity,” or (i) in
the case of a debt instrument issued with OID régised issue price,” by at least a statutorilyimed de minimis
amount.

Any gain recognized by a U.S. holder on the taxaigosition of debts to which sections 1276
through 1278 of the Tax Code may apply and thatguired with market discount would be treated ralnary
income to the extent of the market discount thatwed thereon while such debts were consideree toeld by the
U.S. holder (unless the U.S. holder elected taunhelmarket discount in income as it accrued). Heoextent that
such surrendered debts that had been acquiredweaitket discount are exchanged for New HERO ComnmniookS
in a tax-free reorganization, any market discotnat taccrued on such debts but was not recognizettheby).S.
holder may be required to be carried over to theperty received therefor and any gain recognizedthen
subsequent sale, exchange, redemption or otheodiigm of the New HERO Common Stock may be treaed
ordinary income to the extent of the accrued buecwgnized market discount with respect to the amghd debt
instrument.
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Medicare Tax

Certain U.S. holders that are individuals, estadedrusts are required to pay an additional 3.8%
tax on, among other things, dividends, interest, gains from the sale or other disposition of @mksets. U.S.
holders that are individuals, estates, or trusteilshconsult their tax advisors regarding the éfféany, of this tax
provision on their own situation.

D. Certain U.S. Federal Income Tax Considerations folNon-U.S. Holders of Allowed Class 3
Senior Notes Claims

The rules governing U.S. federal income taxatioa dfon-U.S. holder are complex. The following
discussion includes only certain U.S. federal inedax consequences of the Plan to Non-U.S. holdEns.
discussion does not include any non-U.S. tax cenatibns. Non-U.S. holders should consult withrthen tax
advisors to determine the effect of U.S. fedetakes and local tax laws, as well as any otherieaiple non-U.S.
tax laws and/or treaties, with regard to their ijpgration in the transactions contemplated by tla Ptheir
ownership of Allowed Class 3 Senior Notes Clainms] the ownership and disposition of the New HER®@wmn
Stock.

Whether a Non-U.S. holder realizes gain or lostherexchange and the amount of such gain or loss is
determined in the same manner as set forth aboseninection with U.S. Holders.

Gain Recognition

Any gain realized by a Non-U.S. holder on the exgjeaof its Claim generally will not be subject taS8U
federal income taxation unless (a) the Non-U.Sdéois an individual who was present in the U.$1®3 days or
more during the taxable year which includes the@ffe Date and certain other conditions are mébpsuch gain
is effectively connected with the conduct by suanMJ.S. holder of a trade or business in the La&d (f an
income tax treaty applies, such gain is attrib@abla permanent establishment maintained by sochUNS.
holder in the U.S.).

If the first exception applies, to the extent thay gain is taxable and does not qualify for defleas
described above, the Non-U.S. holder generallylvélsubject to U.S. federal income tax at a ra&086 (or at a
reduced rate or exemption from tax under an applkcecome tax treaty) on the amount by which Sioh-U.S.
holder’s capital gains allocable to U.S. sourceser capital losses allocable to U.S. sources gltina taxable
year of the exchange. If the second exceptioniegphe Non-U.S. holder generally will be subject.S. federal
income tax with respect to any gain realized onetkghange if such gain is effectively connectedhlie Non-U.S.
holder’s conduct of a trade or business in the .#he same manner as a U.S. holder. In ordelatm an
exemption from withholding tax, such Non-U.S. haldél be required to provide a properly execut&sl
Form W-8ECI (or such successor form as the IRSgdesés) or IRS Form W-8BEN or W-8BEN-E (if a treaty
exemption applies). In addition, if such Non-Uh8lder is a corporation, it may be subject to anbnaprofits tax
equal to 30% (or such lower rate provided by ariegiple income tax treaty) of its effectively corted earnings
and profits for the taxable year, subject to cartaljustments.

U.S. Federal Income Tax Consequences to Non-U.S. IHers of Owning and Disposing of
New HERO Common Stock

(a) Dividends on New HERO Common Stock

Any distributions made with respect to New HERO @awn Stock will constitute dividends for U.S.
federal income tax purposes to the extent of Revzgd HERO's current or accumulated earnings anéitpras
determined under U.S. federal income tax principlescept as described below, dividends paid veédpect to
New HERO Common Stock held by a Non-U.S. holdet &na not effectively connected with a Non-U.S deols
conduct of a U.S. trade or business (or if an inedax treaty applies, are not attributable to anaeent
establishment maintained by such Non-U.S. holdénénU.S.) will be subject to U.S. federal withhialgitax at a
rate of 30% (or lower treaty rate or exemption friax, if applicable). A Non-U.S. holder generalill be
required to satisfy certain IRS certification reguments in order to claim a reduction of or exeopfrom
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withholding under a tax treaty by filing IRS Form-8BEN or W-8BEN-E (or a successor form) upon whiud
Non-U.S. holder certifies, under penalties of parjits status as a non-U.S. person and its emtitfe to the lower
treaty rate or exemption from tax with respectuohspayments. Dividends paid with respect to NéxRiD
Common Stock held by a Non-U.S. holder that arectiffely connected with a Non-U.S. holder’s condcafca U.S.
trade or business (and if an income tax treatyiapphre attributable to a permanent establishmeuiritained by
such Non-U.S. holder in the U.S.) generally willdubject to U.S. federal income tax in the sameneaas a U.S.
holder, and a Non-U.S. holder that is a corporafiwrl.S. federal income tax purposes may alsoubgest to a
branch profits tax with respect to such Non-U.Sd&os effectively connected earnings and profitst tare
attributable to the dividends at a rate of 30%afoa reduced rate or exemption from tax under alicgble income
tax treaty).

(b) Sale, Redemption, or Repurchase of New HERO Confatock

A Non-U.S. holder generally will not be subjectdds. federal income tax with respect to any gaatized
on the sale or other taxable disposition (includingash redemption) of New HERO Common Stock, snles

0] such Non-U.S. holder is an individual who i€gent in the U.S. for
183 days or more in the taxable year of dispositiowho is subject to special rules applicablectorfer
citizens and residents of the U.S.; or

(i) such gain is effectively connected with sucriNU.S. holder’s conduct
of a U.S. trade or business (and if an incomereaty applies, such gain is attributable to a paena
establishment maintained by such Non-U.S. holdé¢nenJ.S.); or

(iii) Reorganized HERO is or has been a “United&itaeal property
holding corporation” for U.S. federal income taxjpeses (aUSRPHC") at any time during the shorter of
the Non-U.S. holder’s holding period for the NewR{E Common Stock and the five year period ending
on the date of disposition (thépplicable Period”).

If the first exception applies, the Non-U.S. holdenerally will be subject to U.S. federal incorag &t a
rate of 30% (or at a reduced rate or exemption fraxrunder an applicable income tax treaty) oratineunt by
which such Non-U.S. holder’s capital gains alloeatol U.S. sources exceed capital losses allocalileS. sources
during the taxable year of disposition of New HER@mmon Stock. If the second exception appliesNibe-U.S.
holder generally will be subject to U.S. federalame tax with respect to such gain in the same praama U.S.
holder, and a Non-U.S. holder that is a corporaiior).S. federal income tax purposes may alsoubgest to a
branch profits tax with respect to earnings andifsreffectively connected with a U.S. trade oribess that are
attributable to such gains at a rate of 30% (@r rE@duced rate or exemption from tax under an egiple income
tax treaty).

Generally, a corporation is a USRPHC if the fairkeavalue of its United States real property iasts
equals or exceeds 50% of the sum of the fair maskdeie of its worldwide real property interests dsdther assets
used or held for use in a trade or business. EvwReorganized HERO is or becomes a USRPHC, so ésritpe
New HERO Common Stock remains regularly tradedroasaablished securities market for U.S. fedeiciime tax
purposes, a Non-U.S. holder generally will not blject to United States federal income tax on aig §om the
disposition of the New HERO Common Stock by virtdidReorganized HERO being a USRPHC unless such Non-
U.S. holder actually or constructively owned mdrart 5% of the outstanding New HERO Common Stodoate
time during the Applicable Period. Any gain thatdgable because Reorganized HERO is a USRPHC will
generally be taxable in the same manner as gairstie#fectively connected income (as describedrapaxcept
that the branch profits tax will not apply. Theldbars believe that based on current business plagi®perations,
Reorganized HERO is not and should not become aRHERIn the future.

EATCA

Under the Foreign Account Tax Compliance Act (“FAX, foreign financial institutions and certain
other foreign entities must report certain inforimatwith respect to their U.S. account holders iawestors or be
subject to withholding on the receipt of “withhobla payments.” For this purpose, “withholdable payts” are
generally U.S.-source payments of fixed or deteafli®, annual or periodical income (including divids, if any,
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on New HERO Common Stock), and also include grossgeds from the sale of any property of a typectvisan
produce U.S. source interest or dividends (whiclkildiinclude New HERO Common Stock). FATCA withhiolgl
will apply even if the applicable payment would wtherwise be subject to U.S. federal nonresidéththwlding
tax.

FATCA withholding rules apply to U.S.-source payngeon obligations issued after July 1, 2014, and to
payments of gross proceeds from the sale or oibposition of property of a type that can producg.tsource
interest or dividends that occurs after Decembe2816. Although administrative guidance and Tueas
regulations have been issued, the exact scopesé tlules remains unclear and potentially subjectdterial
changes.

Each Non-U.S. holder should consult its own taxisahregarding the possible impact of these rutes o
such Non-U.S. holder’s ownership of New HERO ComrStack.

E. Information Reporting and Backup Withholding

Payments made pursuant to the Plan will generallgubject to any applicable federal income tax
information reporting and backup withholding reguents. The Tax Code imposes backup withholdirgota
certain payments, including payments of interest dinidends, if a taxpayer (a) fails to furnish étsrrect taxpayer
identification number (generally on IRS Form W-9r fa U.S. holder); (b) furnishes an incorrect taxgray
identification number; (c) is notified by the IRBat it has previously failed to report properlytaér items subject
to backup withholding tax; or (d) fails to certifunder penalty of perjury, that such taxpayer hagigshed its
correct taxpayer identification number and that fR8 has not notified such taxpayer that it is eabjo backup
withholding tax. However, taxpayers that are Cpooations generally are excluded from these infoiona
reporting and backup withholding tax rules providleat evidence of such corporate status is furdisbehe payor.
Backup withholding is not an additional federalante tax. Any amounts withheld under the backughdgtding
tax rules will generally be allowed as a creditingha taxpayer’'s federal income tax liability,aifly, or will be
refunded to the extent the amounts withheld exdbedtaxpayer’s actual tax liability, if such taxgaytimely
furnishes required information to the IREach taxpayer should consult its own tax advisor garding the
information reporting and backup withholding tax ru les as they relate to distributions under the Plan.

In addition, from an information reporting perspeet U.S. Treasury regulations generally require
disclosure by a taxpayer on its U.S. federal incéaxereturn of certain types of transactions inchhthe taxpayer
participated, including, among other types of teemi®ns, certain transactions that result in t@dger’'s claiming
a loss in excess of specified thresholds.

Holders are urged to consult their tax advisors regrding these regulations and whether the
transactions contemplated by the Plan would be subft to these regulations and require disclosure othe
holders’ tax returns.

F. Importance of Obtaining Professional Tax Assistance

The foregoing discussion is intended only as aramary of certain U.S. federal income tax
consequences of the Plan, does not discuss all agp@f U.S. federal income taxation that may be revant to a
particular Holder of a Claim in light of such Holder’'s circumstances and tax situation and is not a dastitute
for consultation with a tax professional. The abog discussion is for informational purposes only ands not
tax advice. The tax consequences of the Plan arengplex and are in many cases uncertain and may vary
depending on a claimant’s particular circumstances. Accordingly, all Holders of Allowed Class 3 Senio
Notes Claims are strongly urged to consult their ow tax advisors about the federal, state, local, and
applicable non-U.S. income and other tax consequesg to them under the Plan, including with respecta tax
reporting and record keeping requirements.

XIV. RECOMMENDATION AND CONCLUSION

The Debtors believe that confirmation of the Plang in the best interests of all creditors and
Equity Interest holders and urge all creditors in Qass 3 to vote in favor of the Plan.
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EXHIBIT A TO THE DISCLOSURE STATEMENT

DEBTORS’' PREPACKAGED PLAN OF REORGANIZATION PURSUAN T TO
CHAPTER 11 OF THE BANKRUPTCY CODE
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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

HERCULES OFFSHORE, INC., et al. Case No. 15- )

)
)
)
Debtors.! )
)

DEBTORS’ JOINT PREPACKAGED PLAN OF REORGANIZATION
PURSUANT TO CHAPTER 11 OF THE BANKRUPTCY CODE

NO CHAPTER 11 CASES HAVE BEEN COMMENCED AT THIS TIME.
THE SOLICITATION MATERIALS ACCOMPANYING THIS JOINT
PREPACKAGED PLAN OF REORGANIZATION HAVE NOT BEEN

APPROVED BY ANY COURT. FOLLOWING THE COMMENCEMENT

OF THE CHAPTER 11 CASES, THE DEBTORS EXPECT TO PROMPTLY
SEEK ENTRY OF AN ORDER SCHEDULING A COMBINED HEARING
ON THE ADEQUACY OF THE DISCLOSURE STATEMENT AND
SOLICITATION PROCEDURES AND CONFIRMATION OF THE PLAN.

Emanuel C. Grillo (pro hac vice pending) Robert J. Dehney

Christopher Newcomb (pro hac vice pending)  Matthew B. Harvey

BAKER BOTTS LLP Tamara K. Minott

30 Rockefeller Plaza MORRIS, NICHOLS, ARSHT & TUNNELL

New York, New York 10112 LLP

(212) 892-4000 1201 N. Market Street, 16th Floor
Wilmington, Delaware 19801

- and — (302) 658-9200

James Prince II (pro hac vice pending) Proposed Co-Counsel to Debtors and Debtors

C. Luckey McDowell (pro hac vice pending) in Possession

Meggie S. Gilstrap (pro hac vice pending)

BAKER BOTTS LLP

2001 Ross Avenue
Dallas, Texas 75201
(214) 953-6500

Proposed Co-Counsel to Debtors and Debtors
in Possession

Dated: July 13, 2015

" The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Cliffs Drilling Company (8934); Cliffs Drilling Trinidad L.L.C. (5205); FDT LLC (7581); FDT
Holdings LLC (4277); Hercules Drilling Company, LLC (2771); Hercules Liftboat Company, LLC (0791); Hercules
Offshore, Inc. (2838); Hercules Offshore Services LLC (1670); Hercules Offshore Liftboat Company LLC (5303);
HERO Holdings, Inc. (5475); SD Drilling LLC (8190); THE Offshore Drilling Company (4465); THE Onshore
Drilling Company (1072); TODCO Americas Inc. (0289); and TODCO International Inc. (6326).
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INTRODUCTION

Hercules Offshore, Inc. and certain of its affiliated Debtors jointly propose the
following prepackaged plan of reorganization under section 1121(a) of chapter 11 of title 11 of
the United States Code. Although proposed jointly for administrative purposes, the Plan
constitutes a separate Plan for each Debtor for the resolution of outstanding Claims against and
Interests in each Debtor pursuant to the Bankruptcy Code. The Debtors seek to consummate the
restructuring on the Effective Date of the Plan. Each Debtor is a proponent of the Plan within the
meaning of section 1129 of the Bankruptcy Code. The classifications of Claims and Interests set
forth in Article III shall be deemed to apply separately with respect to each Plan proposed by
each Debtor, as applicable. The Plan does not contemplate substantive consolidation of any of
the Debtors.

Reference is made to the Disclosure Statement accompanying the Plan, including
the exhibits thereto, for a discussion of the Debtors’ history, business, results of operations, and
projections for future operations and risk factors, together with a summary and analysis of the
Plan.

THIS PLAN SHOULD BE CONSIDERED ONLY IN CONJUNCTION WITH
THE DISCLOSURE STATEMENT AND RELATED MATERIALS TRANSMITTED
HEREWITH. THE DISCLOSURE STATEMENT IS INTENDED TO PROVIDE YOU WITH
INFORMATION YOU NEED TO MAKE AN INFORMED JUDGMENT WHETHER TO
ACCEPT OR REJECT THIS PLAN.

ARTICLE L.
DEFINITIONS AND CONSTRUCTION OF TERMS

A. Definitions.

Unless otherwise defined herein, the following terms shall have the respective
meanings set forth below:

1. 2004 Long Term Incentive Plan: means that certain Hercules 2004
Long-Term Incentive Plan, as amended and restated effective March 22, 2011, maintained by
HERO.

2. 2014 Long Term Incentive Plan: means that certain Hercules
Offshore, Inc. 2014 Long-Term Incentive Plan, effective May 14, 2014, maintained by HERO.

3. Accredited Investor: has the meaning ascribed to such term in Rule
501(a) of Regulation D promulgated under the Securities Act.

4. Accrued Professional Compensation: means, at any given time,
and regardless of whether such amounts are billed or unbilled, all accrued, contingent, and/or
unpaid fees and expenses (including success fees) for legal, financial advisory, accounting, and
other services, and reimbursement of expenses by any Professional that the Court has not, as of
the Effective Date, denied by Final Order (i) all to the extent that any such fees and expenses
have not been previously paid (regardless of whether a fee application has been filed for any
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such amount) and (ii) after applying the remaining balance of any retainer that has been provided
by the Debtor to such Professional; provided, however, that Accrued Professional Compensation
shall not include fees and expenses that are reasonably incurred by the Senior Notes Indenture
Trustees or that are awardable and allowable under section 503 of the Bankruptcy Code. To the
extent the Court denies or reduces by a Final Order any amount of a Professional’s fees or
expenses, then those reduced or denied amounts shall no longer constitute Accrued Professional
Compensation.

5. Administrative Claim: means any right to payment constituting a
cost or expense of administration of the Chapter 11 Cases of a kind specified under section
503(b) of the Bankruptcy Code and entitled to priority under sections 507(a)(2), 507(b) or
1114(e)(2) of the Bankruptcy Code, including, but not limited to, (i) any actual and necessary
costs and expenses of preserving the Estates, (i1) any actual and necessary costs and expenses of
operating the Debtors’ businesses, (iii) any indebtedness or obligations assumed by the Debtors
in connection with the conduct of its businesses, (iv) all compensation and reimbursement of
expenses of Professionals to the extent awarded by the Court, (v) any fees or charges assessed
against the Estates under section 1930 of title 28 of the United States Code, and (vi) any Claim
for goods delivered to the Debtors within twenty (20) days of the Petition Date and entitled to
administrative priority pursuant to section 503(b)(9) of the Bankruptcy Code.

6. Allowed: means, (i) with respect to any Claim, (a) following the
Claims Objection Deadline, any Claim as to which no objection or request for estimation has
been filed prior to the Claims Objection Deadline, (b) a Claim that has been expressly allowed
by Final Order, (c) a Claim as to which the Debtors (with the consent of the Steering Group) or
the Reorganized Debtors agree to the amount and/or priority thereof in writing, (d) a Claim that
is expressly allowed pursuant to the terms of this Plan, or (¢) a Claim that is listed in the
Schedules (to the extent the Debtors file Schedules in the Chapter 11 Cases) as liquidated, non-
contingent, and undisputed and (ii) with respect to any Equity Interest, such Equity Interest is
reflected as outstanding in the stock transfer ledger or similar register of any of the Debtors on
the Record Date and is not subject to any objection or challenge. If a Claim or Equity Interest is
Allowed only in part, any provisions hereunder with respect to Allowed Claims or Allowed
Equity Interests are applicable solely to the Allowed portion of such Claim or Equity Interest.
For the avoidance of doubt, (a) there is no requirement to file a proof of Claim (or move the
Court for allowance) to be an Allowed Claim under the Plan (provided that holders of (i) Fee
Claims shall be required to file applications for allowance and payment of their Fee Claims in
accordance with Article II.B hereof and (ii) Administrative Claims that are not based on
liabilities incurred by the Debtors in the ordinary course of business shall be required to move
the Court for allowance and payment of their Administrative Claims) and (b) Unimpaired Claims
shall be Allowed to the same extent such Claims would be allowed under applicable
nonbankruptcy law.

7. April 2019 Notes: means the 10.250% Senior Notes due April 1,
2019 issued pursuant to the April 2019 Notes Indenture.

8. April 2019 Notes Claims: means the Claims evidenced by, derived
from, based upon, relating to, or arising from, the April 2019 Notes, which are deemed Allowed
in the outstanding principal amount of $200 million plus accrued and unpaid interest.
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9. April 2019 Notes Indenture: means that certain Indenture dated
April 3, 2012 between HERO, as issuer, the Debtor Subsidiaries, as guarantors, and U.S. Bank
National Association, as trustee, as amended from time to time, pursuant to which the April 2019
Notes were issued.

10. April 2019 Notes Indenture Trustee: means U.S. Bank National
Association, as trustee for the April 2019 Notes.

11.  April 2022 Notes: means the 6.75% Senior Notes due April 1, 2022
issued pursuant to the April 2022 Notes Indenture.

12.  April 2022 Notes Claims: means the Claims evidenced by, derived
from, based upon, relating to, or arising from, the April 2022 Notes, which are deemed Allowed
in the outstanding principal amount of $300 million plus accrued and unpaid interest.

13. April 2022 Notes Indenture: means that certain Indenture dated as
of March 26, 2014 between HERO, as issuer, the Debtor Subsidiaries, as guarantors, and U.S.
Bank National Association, as trustee, as amended from time to time, pursuant to which the April
2022 Notes were issued.

14.  April 2022 Notes Indenture Trustee: means U.S. Bank National
Association, as trustee for the April 2022 Notes.

15.  Ballots: means each of the ballots distributed with the Disclosure
Statement to each holder of an Impaired Claim that is entitled to vote to accept or reject the Plan.

16. Bankruptcy Code: means title 11 of the United States Code, 11
U.S.C. §§ 101-1532, as in effect with respect to the Chapter 11 Cases.

17.  Bankruptcy Rules: means the Federal Rules of Bankruptcy
Procedure as promulgated by the United States Supreme Court under section 2075 of title 28 of
the United States Code, and local rules of the Court, as the context may require, as in effect with
respect to the Chapter 11 Cases.

18.  Business Day: means any day on which commercial banks are
open for business, and not authorized to close, in New York, New York, except any day
designated as a legal holiday by Bankruptcy Rule 9006(a).

19. Cash: means legal tender of the United States of America.

20. Causes of Action: means any and all claims, causes of actions,
cross-claims, counterclaims, third-party claims, indemnity claims, reimbursement claims,
contribution claims, defenses, demands, rights, actions, debts, damages, judgments, remedies,
Liens, indemnities, guarantees, suits, obligations, liabilities, accounts, offsets, recoupments,
powers, privileges, licenses, and franchises of any kind or character whatsoever, known or
unknown, contingent or noncontingent, matured or unmatured, suspected or unsuspected,
disputed or undisputed, foreseen or unforeseen, direct or indirect, choate or inchoate, whether
arising before, on, or after the Petition Date, including through the Effective Date, in contract or
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in tort, in law or in equity, or pursuant to any other theory of law (other than Avoidance
Actions). For the avoidance of doubt, the term “Causes of Action” shall include: (i) all rights of
setoff, counterclaim, or recoupment and claims on contracts or for breaches of duties imposed by
law or in equity; (ii) the right to object to Claims; (iii) all claims pursuant to sections 362, 510,
542, 543, 544 through 550, 552 or 553 of the Bankruptcy Code; (iv) all claims and defenses,
including fraud, mistake, duress, and usury and any other defenses set forth in section 558 of the
Bankruptcy Code; and (v) any state law fraudulent transfer claims.

21. Chapter 11 Cases: means the chapter 11 cases commenced by the

Debtors.

22. Claim: means a “claim” against any Debtor, as such term is
defined in section 101(5) of the Bankruptcy Code.

23. Claims Objection Deadline: means the first Business Day that is
the later of (i) one-hundred eighty (180) days after the Effective Date or (ii) such other later date
the Court may establish upon a motion by the Debtors or the Reorganized Debtors, which motion
shall be in form and substance reasonably satisfactory to the Steering Group and may be
approved without a hearing and without notice to any party.

24.  Class: means a group of Claims or Equity Interests classified under
the Plan.

25.  Collateral: means any property, or interest in property, of any of
the Estates subject to a Lien to secure the payment or performance of a Claim, which Lien has
not been avoided or is not subject to avoidance under the Bankruptcy Code or is otherwise
invalid under the Bankruptcy Code or applicable law.

26. Confirmation: means the entry of the Confirmation Order on the
docket of the Chapter 11 Cases.

27. Confirmation Date: means the date of Confirmation.

28. Confirmation Hearing: means the hearing held by the Court
pursuant to Bankruptcy Rule 3020(b)(2) and section 1128 of the Bankruptcy Code, including any
adjournments thereof, at which the Court will consider confirmation of the Plan, the adequacy of
information in the Disclosure Statement and other related matters.

29. Confirmation Order: means the order entered by the Court
confirming the Plan pursuant to section 1129 of the Bankruptcy Code, which order shall be in
form and substance consistent with the Restructuring Support Agreement and otherwise
reasonably satisfactory to the Steering Group.

30.  Convertible Notes: means the 3.375% Convertible Senior Notes
due 2038 issued pursuant the Convertible Notes Indenture.
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31. Convertible Notes Claims: means the Claims evidenced by,
derived from, based upon, relating to, or arising from, the Convertible Notes, which are deemed
Allowed in the outstanding principal amount of $7.027 million plus accrued and unpaid interest.

32. Convertible Notes Indenture: means that certain Indenture dated
June 3, 2008 between HERO, as issuer, and The Bank of New York Trust Company, National
Association, as indenture trustee, as amended from time to time, pursuant to which the
Convertible Notes were issued.

33. Convertible Notes Indenture Trustee: means The Bank of New
York Trust Company, National Association, as indenture trustee for the Convertible Notes.

34, Court: means (1) the United States Bankruptcy Court for the
District of Delaware, (ii) to the extent there is no reference pursuant to section 157 of title 28 of
the United States Code, the United States District Court for the District of Delaware, and (iii) any
other court having jurisdiction over the Chapter 11 Cases or proceedings arising therein.

35. Cure Claim: means a Claim in an amount equal to all unpaid
monetary obligations under an Executory Contract or Unexpired Lease assumed by the Debtors
pursuant to section 365 of the Bankruptcy Code, to the extent such obligations are enforceable
under the Bankruptcy Code and applicable non-bankruptcy law. Any Cure Claim to which the
holder thereof disagrees with the priority and/or amount thereof as determined by the Debtors
(with the consent of the Steering Group) shall be deemed a Disputed Claim under this Plan.

36. Debtors: means, collectively, each of the Debtor Subsidiaries and
HERO.

37.  Debtor Subsidiaries: means, collectively, each of the following:
Cliffs Drilling Company, Cliffs Drilling Trinidad LLC, FDT L.L.C., FDT Holdings LLC,
Hercules Drilling Company, LLC, Hercules Liftboat Company, LLC, Hercules Offshore
Services LLC, Hercules Offshore Liftboat Company LLC, HERO Holdings, Inc., SD Drilling
LLC, THE Offshore Drilling Company, THE Onshore Drilling Company, TODCO Americas
Inc., and TODCO International Inc.

38.  Disclosure Statement: means the Disclosure Statement for
Debtors’ Joint Prepackaged Plan of Reorganization Pursuant to Chapter 11 of the Bankruptcy
Code, in furtherance of this Plan, which shall be in form and substance consistent with the
Restructuring Support Agreement unless otherwise agreed to by the Steering Group, it being
understood that the Disclosure Statement dated July 13, 2015 is satisfactory to the Steering
Group.

39.  Disputed: means, with respect to any Claim or Equity Interest,
other than a Claim or Equity Interest that has been Allowed pursuant to the Plan or a Final Order,
a Claim or Equity Interest (i) that is listed in the Schedules (to the extent the Debtors file
Schedules in the Chapter 11 Cases) as unliquidated, contingent, or disputed, and as to which no
request for payment or proof of Claim or Equity Interest has been filed, (ii) as to which a proper
request for payment or proof of Claim or Equity Interest has been filed, but with respect to which
an objection or request for estimation has been filed and has not been withdrawn or determined
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by a Final Order, (iii) that is disputed in accordance with the provisions of the Plan, or (iv) that is
otherwise subject to a dispute that is being adjudicated, determined, or resolved in accordance
with applicable nonbankruptcy law, pursuant to Article VIIL.A.3.

40.  DTC: means the Depository Trust Company.

41.  Effective Date: means the date which is the first Business Day
selected by the Debtors and the Steering Group, on which (a) all of the conditions to the
occurrence of the Effective Date specified in Article XI.A have been satisfied or waived in
accordance with Article XI.B and (b) no stay of the Confirmation Order is in effect, provided
that if the first Business Day is a designated legal holiday in the United States, then the Effective
Date will be the next Business Day in the United States.

42.  Eligible Noteholder: means a Senior Noteholder that certifies that
it is: (a) a “Qualified Institutional Buyer” as such term is defined in 230 CFR 144A(a); or (b) an
“Accredited Investor” as defined in Rule 501(a) of Regulation D promulgated under the
Securities Act.

43.  Entity: means an “entity” as such term is defined in section
101(15) of the Bankruptcy Code.

44.  Equity Interest: means any ‘“equity security” (as such term is
defined in section 101(16) of the Bankruptcy Code) in any of the Debtors, including any issued
or unissued share of common stock, preferred stock, or other instrument evidencing an
ownership interest in one of the Debtors, whether or not transferable, and any option, warrant, or
right, contractual or otherwise, to acquire any such interest in any of the Debtors (including any
stock-based performance award, incentive stock option, restricted stock, restricted stock unit,
stock appreciation right, dividend equivalent, or other stock based award) that existed
immediately prior to the Effective Date, and any Claim against any of the Debtors subordinated
pursuant to section 510(b) of the Bankruptcy Code.

45.  Equity Release Consent Notice: means the notice distributed to
holders of HERO Equity Interests that provides the holder the option to not grant the voluntary
releases provided for in Article VILF of the Plan and provides notice that any such holder that
opts out of the voluntary releases shall not be entitled to receive any consideration or distribution
under the Plan, as set forth in Article II1.D.7.

46.  Estate: means the estate of any Debtor created in the applicable
Debtor’s Chapter 11 Case pursuant to section 541 of the Bankruptcy Code.

47.  Exchange Act: means the Securities Exchange Act of 1934, as
amended.

48.  Exculpated Parties: means (i) each Debtor, (2) each Steering
Group Member and (3) the current and former officers, directors, professionals, advisors,
accountants, attorneys, investment bankers, consultants, employees, agents and other
representatives of the Debtors and the Steering Group.
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49.  Executory Contract: means a contract to which one or more
Debtors is a party that is subject to assumption or rejection under section 365 of the Bankruptcy
Code.

50.  Existing Benefits Agreement. means all employment, retirement,
severance, indemnification, and similar or related agreements, arrangements, and policies with
the members of the Debtors’ management team or directors as of the Petition Date.

51. Fee Claim: means a Claim for Accrued Professional
Compensation.

52.  Final Order: means an order or judgment of the Court which has
not been modified, amended, reversed, vacated, or stayed, and as to which (a) the time to appeal,
petition for certiorari, or move for a new trial, stay, reargument, or rehearing has expired and as
to which no appeal, petition for certiorari, or motion for new trial, stay, reargument, or rehearing
shall then be pending or (b) if an appeal, writ of certiorari, new trial, stay, reargument, or
rehearing thereof has been sought, such order or judgment of the Court shall have been affirmed
by the highest court to which such order was appealed, or certiorari shall have been denied, or a
new trial, stay, reargument, or rehearing shall have been denied or resulted in no modification of
such order, and the time to take any further appeal, petition for certiorari, or move for a new trial,
stay, reargument, or rehearing shall have expired, as a result of which such order shall have
become final in accordance with Bankruptcy Rule 8002; provided, that the possibility that a
motion under Rule 60 of the Federal Rules of Civil Procedure, or any analogous rule under the
Bankruptcy Rules, may be filed relating to such order, shall not cause an order not to be a Final
Order.

53.  First Lien Exit Facility: means the new credit facility entered into
by the Reorganized Debtors on the terms set forth in the First Lien Exit Facility Credit
Agreement, which credit facility shall be in the amount of no greater than $450 million.

54.  First Lien Exit Facility Commitment Letter: means the
commitment letter, dated as of July 13, 2015, pursuant to which certain Steering Group Members
agree to backstop the First Lien Exit Facility, a copy of which is attached to the Disclosure
Statement as Exhibit H.

55.  First Lien Exit Facility Credit Agreement: means the credit
agreement, to be effective as of the Effective Date, that will govern the First Lien Exit Facility,
which shall be in form and substance consistent with the Restructuring Support Agreement and
otherwise reasonably satisfactory to the Steering Group and included in the Plan Supplement.

56.  First Lien Exit Facility Documents: means all loan and security
documents, and other documents and filings, in each case related to the First Lien Exit Facility
and as the same may be modified, supplemented or replaced from time to time and which shall
be in form and substance consistent with the Restructuring Support Agreement and otherwise
reasonably satisfactory to the Steering Group, the administrative and collateral agents under such
First Lien Exit Facility and the lenders thereunder.
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57.  First Lien Exit Facility Subscription Procedures: means the
procedures with respect to the solicitation of holders of Allowed Senior Notes Claims that are
Eligible Noteholders to participate, on a Pro Rata basis, in the First Lien Exit Facility, which
procedures shall be in form and substance consistent with the Restructuring Support Agreement
and otherwise reasonably satisfactory to the Steering Group.

58. General Unsecured Claim: means any Claim that is not Secured or
entitled to priority under the Bankruptcy Code or an order of the Court, including any Claim
arising from the rejection of an Executory Contract or Unexpired Lease under section 365 of the
Bankruptcy Code, other than (i) a Senior Notes Claim, (ii) a Guarantee Claim or (iii) an
Intercompany Claim.

59. Governmental Unit: has the meaning set forth in section 101(27) of
the Bankruptcy Code.

60.  Guarantee: means each guarantee of HERO’s obligations under
the April 2019 Notes, the April 2022 Notes, the July 2021 Notes and the October 2021 Notes
provided by one of the Debtor Subsidiaries.

61. Guarantee Claim: means a “claim,” as such term is defined in
section 101(5) of the Bankruptcy Code, arising from each Guarantee.

62. Hercules: means, collectively, the Debtors and the Non-Debtor
Subsidiaries.

63. HERQO: means Hercules Offshore, Inc.

64. HERO Equity Interest: means any Equity Interest in HERO,
including, without limitation, (1) any share of common stock of HERO, of which 161,637,220
shares were outstanding as of July 8, 2015, and (2) any award under the Debtors’ 2004 Long
Term Incentive Plan and 2014 Long-Term Incentive Plan of stock-based performance awards,
incentive stock options, other options, restricted stock, restricted stock units, stock appreciation
rights, dividend equivalents, and other stock based awards, and or any Claims in respect of same,
whether vested or not.

65.  Highlander: means the Hercules Highlander, a newbuild jackup rig
currently under construction.

66.  Impaired: means, when used with respect to Claims or Equity
Interests, Claims or Equity Interests that are “impaired” within the meaning of section 1124 of
the Bankruptcy Code.

67.  Insured Claim: means any Claim or portion of a Claim that is, or
may be, insured under any of the Debtors’ insurance policies.

68.  Intercompany Claims: means any Claim held by any Debtor or any
Non-Debtor Subsidiary against any other Debtor or Non-Debtor Subsidiary.
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69.  Intercompany Interests: means any Equity Interest or Non-Debtor
Subsidiary Interest held by any Debtor or any Non-Debtor Subsidiary but excluding HERO
Equity Interests.

70.  July 2021 Notes: means the 8.75% Senior Notes due July 15, 2021
issued pursuant to the July 2021 Notes Indenture.

71.  July 2021 Notes Claims: means the Claims evidenced by, derived
from, based upon, relating to, or arising from, the July 2021 Notes, which are deemed Allowed
in the outstanding principal amount of $400 million plus accrued and unpaid interest.

72.  July 2021 Notes Indenture: means that certain Indenture dated July
8, 2013 between HERO, as issuer, the Debtor Subsidiaries, as guarantors, and U.S. Bank
National Association, as trustee, as amended from time to time, pursuant to which the July 2021
Notes were issued.

73. July 2021 Notes Indenture Trustee: means U.S. Bank National
Association, as trustee for the July 2021 Notes.

74. Legacy Notes: means the 7.375% Senior Notes due March 1, 2018
issued pursuant to the Legacy Notes Indenture.

75.  Legacy Notes Claims: means the Claims evidenced by, derived
from, based upon, relating to, or arising from, the Legacy Notes, which are deemed Allowed in
the outstanding principal amount of $3.508 million plus accrued and unpaid interest.

76.  Legacy Notes Indenture: means that certain Indenture dated as of
April 14, 1998, the First Supplemental Indenture dated as of February 14, 2002, and that certain
Second Supplemental Indenture, dated as of March 13, 2002 between R&B Falcon Corporation,
as issuer, and The Bank of New York, as trustee, as amended from time to time pursuant to
which the Legacy Notes were issued.

77. Legacy Notes Indenture Trustee: means The Bank of New York, as
trustee for the Legacy Notes.

78.  Lien: has the meaning set forth in section 101(37) of the
Bankruptcy Code.

79.  Material Adverse Change: has the meaning ascribed to such term
in the Restructuring Support Agreement.

80.  New Board: means the board of directors of Reorganized HERO to
be constituted as of the Effective Date pursuant to Article V.B.

81.  New Hercules By-Laws: means the amended and restated by-laws
of the Reorganized HERO, which shall be in form and substance consistent with the
Restructuring Support Agreement and otherwise reasonably satisfactory to the Steering Group
and the form of which shall be included in the Plan Supplement.
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82.  New Hercules Charter: means the amended and restated articles of
incorporation of the Reorganized HERO, which shall be in form and substance consistent with
the Restructuring Support Agreement and otherwise reasonably satisfactory to the Steering
Group and the form of which shall be included in the Plan Supplement.

83.  New HERO Common Stock: means the shares of common stock of
the Reorganized HERO authorized and issued pursuant to the Plan and the New Hercules Charter
(including, without limitation, the shares issuable upon the exercise of the New HERO
Warrants).

84. New HERO Management Incentive Program: means the
management incentive program described in Article V.E, which shall be implemented after the
Effective Date and which shall be in form and substance consistent with the Restructuring
Support Agreement and otherwise satisfactory to the Steering Group.

85. New HERO Management Incentive Program Equity: means the
shares of New HERO Common Stock to be issued by the Reorganized HERO to participating
employees of the Reorganized Debtors or the Non-Debtor Subsidiaries, pursuant to awards
issued in accordance with the terms of the New Hero Management Incentive Program.

86. New HERO Management Incentive Program Agreements: means
the agreements that will govern the terms of the New HERO Management Incentive Program
Equity, which shall be in form and substance consistent with the Restructuring Support
Agreement and otherwise satisfactory to the Steering Group and the forms of which shall be
included as an exhibit to the Plan Supplement.

87.  New HERO Warrant Agreement: means the warrant agreement that
will govern the terms of the New HERO Warrants, which shall be in form and substance
consistent with the Restructuring Support Agreement and otherwise reasonably satisfactory to
the Steering Group and the form of which shall be included in the Plan Supplement.

88.  New HERO Warrants: means the six year warrants to be issued in
accordance with the New HERO Warrant Agreement, entitling their holders, on a Pro Rata basis,
to purchase up to 20% of the New Common Stock (subject to dilution from, among other things,
the issuance of equity under the New HERO Management Incentive Program) at a per share
price based upon a $1.55 billion total enterprise value of Reorganized HERO (calculated in a
manner satisfactory to the Debtors and the Steering Group) and subject to such other terms as are
set forth in the New HERO Warrant Agreement and the Restructuring Support Agreement.

89.  Non-Debtor Subsidiaries: means, collectively: TODCO Trinidad
Ltd.; Cliffs Drilling (Barbados) Holdings SRL; Cliffs Drilling (Barbados) SRL; Cliffs Drilling
Trinidad Offshore Limited; Hercules Offshore Holdings, Ltd.; Hercules International Holdings,
Ltd.; Hercules Discovery Ltd.; Hercules Offshore Middle East Ltd.; Hercules Offshore Arabia
Ltd.; Hercules Oilfield Services Ltd.; Hercules International Offshore, Ltd.; Hercules Offshore
(Nigeria) Limited; Hercules North Sea, Ltd.; Hercules International Management Company Ltd.;
Hercules International Drilling Ltd.; Hercules Offshore Labuan Corporation; Hercules Tanjung
Asia Sdn Bhd; Hercules Britannia Holdings Limited; Hercules British Offshore Limited;
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Hercules Offshore UK Limited; Hercules Offshore de Mexico S de R L de CV; Discovery
Offshore Sarl; Discovery Offshore (Gibraltar) Limited; Discovery North Sea Ltd.; Discovery
Offshore Services Ltd.; Hercules Offshore International LLC; and Hercules North Sea Driller
Limited.

90.  Non-Debtor Subsidiary Interest: means any “equity security” (as
such term is defined in section 101(16) of the Bankruptcy Code) in any of the Non-Debtor
Subsidiaries, including any issued or unissued share of common stock, preferred stock, or other
instrument evidencing an ownership interest in one of the Non-Debtor Subsidiaries, whether or
not transferable, and any option, warrant, or right, contractual or otherwise, to acquire any such
interest in any of the Non-Debtor Subsidiaries that existed immediately prior to the Effective
Date.

91.  Non-Eligible Noteholder: means a Senior Noteholder that does not
certify that it is: (a) a “Qualified Institutional Buyer” as such term is defined in 230 CFR
144A(a); or (b) an “Accredited Investor” as defined in Rule 501(a) of Regulation D promulgated
under the Securities Act.

92.  Non-Eligible Noteholder Election Form: means the election form
distributed to holders of Class 3 Senior Notes Claims as an exhibit to the Ballot that provides
Non-Eligible Noteholders the option to not grant the voluntary releases provided in Article VILLF
of the Plan.

93. October 2021 Notes: means the 7.50% Senior Notes due October
1, 2021 issued pursuant to the October 2021 Indenture.

94, October 2021 Notes Claims: means the Claims evidenced by,
derived from, based upon, relating to, or arising from, the October 2021 Notes, which are
deemed Allowed in the outstanding principal amount of $300 million plus accrued and unpaid
interest.

95. October 2021 Notes Indenture: means that certain Indenture dated
October 1, 2013 between HERO, as issuer, the Debtor Subsidiaries, as guarantors, and U.S. Bank
National Association, as trustee, as amended from time to time, pursuant to which the October
2021 Notes were issued.

96. October 2021 Notes Indenture Trustee: means U.S. Bank National
Association, as trustee for the October 2021 Notes.

97.  Other Priority Claim: means a Claim entitled to priority pursuant
to section 507(a) of the Bankruptcy Code, other than (i) an Administrative Claim, or (ii) a
Priority Tax Claim.

98. Other Secured Claim: means any Claim that is Secured.

99.  Person: means any individual, corporation, partnership, limited
liability company, association, indenture trustee, organization, joint stock company, joint
venture, estate, trust, Governmental Unit or any political subdivision thereof, or any other Entity.
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100. Petition Date: means the date on which the Debtors commenced
the Chapter 11 Cases.

101. Plan: means this Debtors’ Joint Prepackaged Plan of
Reorganization Pursuant to Chapter 11 of the Bankruptcy Code, together with all addenda,
exhibits, schedules, or other attachments, if any, including the Plan Supplement, each of which is
incorporated herein by reference, and as the same may be amended, modified, or supplemented
from time to time in accordance with the terms herein and in the Restructuring Support
Agreement, as applicable.

102.  Plan Scheduling Motion: means the motion filed by the Debtors,
substantially contemporaneously with the filing of the Chapter 11 Cases, seeking entry of an
order (a) scheduling an objection deadline and the Confirmation Hearing, (b) approving the form
and notice of the Confirmation Hearing, (c) establishing procedures for objections to the
Disclosure Statement and the Plan, (d) approving Solicitation Procedures, and (e) granting
related relief, which motion shall be in form and substance consistent with the Restructuring
Support Agreement and otherwise reasonably satisfactory to the Steering Group.

103.  Plan Scheduling Order: means the order granting the Plan
Scheduling Motion, which order shall be in form and substance consistent with the Restructuring
Support Agreement and otherwise reasonably satisfactory to the Steering Group.

104.  _Plan Supplement: means the compilation of documents and forms
of documents, schedules, and exhibits to the Plan to be filed with the Court on notice to parties-
in-interest, including, but not limited to, the following, each of which must be in form and
substance consistent with the Restructuring Support Agreement and otherwise reasonably
satisfactory to the Steering Group: (i) the New Hercules Charter; (ii) the New Hercules By-Laws;
(ii1) the amended organizational documents for the Debtor Subsidiaries, (iv) a description of the
New Hero Management Incentive Program, (v) the New HERO Management Incentive Program
Agreements; (vi) the New HERO Warrant Agreement; (vii) the identity and affiliations of the
officers of Reorganized HERO; and (viii) the First Lien Exit Facility Credit Agreement. The
Debtors shall file forms of the materials comprising the Plan Supplement no later than the Plan
Supplement Filing Date.

105.  Plan Supplement Filing Date: means the date that is five (5) days
prior to the deadline to object to the confirmation of the Plan.

106.  Priority Tax Claim: means any Claim that is entitled to priority in
right of payment under sections 502(i) and 507(a)(8) of the Bankruptcy Code.

107.  Professional: means any professional employed or retained in the
Chapter 11 Cases pursuant to sections 327 or 328 of the Bankruptcy Code.

108.  Pro Rata: means, with respect to (a) any Claim, the proportion that
the amount of such Claim bears to the aggregate amount of all Claims (including Disputed
Claims) in the applicable Class or group of Classes, unless the Plan provides otherwise, and (b)
any Equity Interest, the proportion that the amount of such Equity Interest bears to the aggregate
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amount of all Equity Interests (including Disputed Equity Interests) in the applicable Class or
group of Classes, unless the Plan provides otherwise.

109.  Qualified Institutional Buyer: has the meaning ascribed to such
term in 230 CFR 144A(a).

110.  Record Date: means, for purposes of making distributions under
the Plan, the Confirmation Date, provided that this record date shall not apply to distributions to
holders of public securities.

111.  Reinstated: means, with respect to a Claim, (a) in accordance with
section 1124(1) of the Bankruptcy Code, being treated such that the legal, equitable, and
contractual rights to which such Claim entitles its holder are left unaltered, or (b) if applicable
under section 1124 of the Bankruptcy Code: (i) having all prepetition and postpetition defaults
with respect thereto other than defaults relating to the insolvency or financial condition of the
Debtors or their status as debtors under the Bankruptcy Code cured, (ii) having its maturity date
reinstated, (iii) compensating the holder of such Claim for damages incurred as a result of its
reasonable reliance on a provision allowing the Claim’s acceleration, and (iv) not otherwise
altering the legal, equitable and contractual rights to which the Claim entitles the holder thereof.

112.  Rejection Damage Claims: means Claims for damages arising from
the rejection of Executory Contracts or Unexpired Leases. Unless otherwise agreed to in writing
by the Debtors (with the consent of the Steering Group), all Rejection Damage Claims shall be
deemed Disputed Claims.

113.  Released Parties: means each of: (a) the Debtors and Reorganized
Debtors; (b) the Non-Debtor Subsidiaries; (c¢) the Steering Group; (d) the Steering Group
Members; (e) the Senior Notes Indenture Trustees; and (f) with respect to each of the foregoing
Entities in clauses (a) through (e), such Entity’s predecessors, successors and assigns, affiliates,
subsidiaries, funds, portfolio companies, management companies, and each of their respective
current and former directors, officers, members, employees, partners, managers, independent
contractors, agents, representatives, principals, Professionals, consultants, financial advisors,
attorneys, accountants, investment bankers, and other professional advisors (each solely in their
capacity as such).

114.  Releasing Parties: means each of: (a) the Senior Notes Indenture
Trustees; (b) the Steering Group and the Steering Group Members; (¢) any holder of an Impaired
Claim that (i) votes to accept the Plan or (ii) either (A) abstains from voting, (B) votes to reject
the Plan or (C) is a Non-Eligible Noteholder and, in the case of either (A),(B) or (C), does not
opt out of the voluntary release contained in Section VILF of the Plan by checking the opt out
box on the Ballot or Non-Eligible Noteholder Election Form, as applicable, and returning it in
accordance with the instructions set forth thereon, indicating that they opt not to grant the
releases provided in the Plan; (d) holders of Unimpaired Claims; (e) any holder of a HERO
Equity Interest that does not opt out of the voluntary release contained in Section VILF of the
Plan by completing the steps set forth in the Equity Release Consent Notice, and returning it in
accordance with the instructions set forth thereon, indicating that they opt not to grant the
releases provided in the Plan; (f) the current and former officers and directors of the Debtors, the
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Reorganized Debtors and the Non-Debtor Subsidiaries; and (g) with respect to each of the
foregoing Entities in clauses (a) through (f), such Entity’s predecessors, successors and assigns,
affiliates, subsidiaries, funds, portfolio companies, management companies, and each of their
respective current and former shareholders, directors, officers, members, employees, partners,
managers, independent contractors, agents, representatives, principals, consultants, financial
advisors, attorneys, accountants, investment bankers, and other professional advisors (each solely
in their capacity as such).

115. Reorganized Debtors: means, collectively, each of the Debtors, or
any successor thereto by merger, consolidation, or otherwise, on and after the Effective Date.

116. Reorganized HERQO: means HERO or any successor thereto by
merger, consolidation, or otherwise, on and after the Effective Date.

117.  Restructuring Expenses: means the fees and expenses incurred in
connection with the Chapter 11 Cases, as well as the funding of obligations necessary to
implement the Plan, including, but not limited to, any costs or reserves associated with the First
Lien Exit Facility, the fees due and owing to the U.S. Trustee and the fees and expenses of
Professionals and the Steering Group.

118.  Restructuring-Related Action: means any act taken or omitted to be
taken in connection with, or arising from or relating in any way to, the restructuring of the
Debtors or the Chapter 11 Cases, including but not limited to, (a) negotiation, formulation and
preparation of the Restructuring Support Agreement; (b) the management and operation of the
Debtors’ businesses and the discharge of their duties under the Bankruptcy Code during the
pendency of these Chapter 11 Cases; (c) implementation of any of the transactions provided for,
or contemplated in, this Plan or the Plan Supplement; (d) any action taken in the negotiation,
formulation, development, proposal, solicitation, disclosure, Confirmation, or implementation of
the Plan or Plan Supplement; (e) formulating, negotiating, preparing, disseminating,
implementing, administering, confirming and/or effecting the First Lien Exit Facility
Documents, the Disclosure Statement and the Plan, the Plan Supplement, the New HERO
Management Incentive Program, the issuance of New HERO Warrants and New HERO
Common Stock in connection with the Plan, and any related contract, instrument, release or other
agreement or document created or entered into in connection therewith (including the
solicitation of votes for the Plan and other actions taken in furtherance of Confirmation and
Consummation of the Plan); (f) the administration of this Plan or the assets and property to be
distributed pursuant to this Plan; (g) any other prepetition or postpetition act taken or omitted to
be taken in connection with or in contemplation of the bankruptcy restructuring of the Debtors;
and (h) the preparation and filing of the Chapter 11 Cases.

119.  Restructuring Support Agreement. means the agreement, and all
exhibits and schedules attached thereto, dated as of June 17, 2015, among the Debtors and the
Steering Group Members, as it may be amended, modified or supplemented by the parties thereto
in accordance with the terms of such agreement, a copy of which agreement is attached to the
Disclosure Statement as Exhibit B.
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120.  Schedules: means, to the extent the Court has not waived the
requirement to file the Schedules, the schedules of assets and liabilities, statements of financial
affairs, and lists of holders of Claims and Equity Interests, filed with the Court by the Debtors,
including any amendments or supplements thereto, with the reasonable consent of the Steering
Group.

121.  Secured: means when referring to a Claim: (a) secured by a Lien
on property in which any of the Estates has an interest, which Lien is valid, perfected, and
enforceable pursuant to applicable law or by reason of a Court order, or that is subject to setoff
pursuant to section 553 of the Bankruptcy Code, to the extent of the value of the Claim holder’s
interest in such Estate’s interest in such property or to the extent of the amount subject to setoff,
as applicable, as determined pursuant to section 506(a) of the Bankruptcy Code or (b) otherwise
Allowed pursuant to the Plan as a Claim that is Secured.

122.  Securities Act: means the Securities Act of 1933, as amended.

123.  Senior Notes: means the April 2019 Notes, the April 2022 Notes,
the July 2021 Notes, the October 2021 Notes, the Convertible Notes and the Legacy Notes.

124.  Senior Notes Claims: means the April 2019 Notes Claims, the
April 2022 Notes Claims, the July 2021 Notes Claims, the October 2021 Notes Claims, the
Convertible Notes Claims, the Legacy Notes Claims and the Guarantee Claims

125.  Senior Notes Equity Distribution: means a number of shares of
New HERO Common Stock equal to 96.9% on fully diluted basis (subject only to dilution as of
the Effective Date by the New HERO Warrants and the New HERO Management Incentive
Program Equity) of the total number of shares of New HERO Common Stock issued and
outstanding on the Effective Date.

126.  Senior Notes Indentures: means the April 2019 Notes Indenture,
the April 2022 Notes Indenture, the July 2021 Notes Indenture, the October 2021 Notes
Indenture, the Convertible Notes Indenture and the Legacy Notes Indenture.

127.  Senior Notes Indenture Trustees: means the April 2019 Notes
Indenture Trustee, the April 2022 Notes Indenture Trustee, the July 2021 Notes Indenture
Trustee, the October 2021 Notes Indenture Trustee, the Convertible Notes Indenture Trustee and
the Legacy Notes Indenture Trustee.

128.  Senior Noteholders: means the holders of the April 2019 Notes, the
April 2022 Notes, the July 2021 Notes, the October 2021 Notes, the Convertible Notes and the
Legacy Notes.

129.  Shareholder Equity Distribution: means a number of shares of
New HERO Common Stock equal to 3.1% on fully diluted basis (subject only to dilution as of
the Effective Date by the New HERO Warrants and the New HERO Management Incentive
Program Equity) of the New HERO Common Stock issued and outstanding on the Effective
Date.
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130.  Solicitation Parties: means each of the following in its capacity as
such: (a) the Debtors and the Reorganized Debtors, (b) the Steering Group and the Steering
Group Members and (c) the Professionals of the Debtors and the legal and financial advisors to
the Steering Group.

131.  Solicitation Procedures: means the procedures with respect to the
solicitation and tabulation of votes to accept or reject the Plan, which shall be in form and
substance consistent with the Restructuring Support Agreement and otherwise reasonably
satisfactory to the Steering Group.

132.  Steering Group: has the meaning ascribed to such term in the
Restructuring Support Agreement.

133.  Steering Group Member: has the meaning ascribed to such term in
the Restructuring Support Agreement.

134.  Unexpired Lease: means a lease to which one or more of the
Debtors is a party that is subject to assumption or rejection under section 365 of the Bankruptcy
Code.

135.  Unimpaired: means any Class of Claims or Equity Interests that is
not Impaired under the Plan within the meaning of section 1124 of the Bankruptcy Code.

136. U.S. Trustee: means the United States Trustee for the District of
Delaware.

137. Voting Deadline: means August 12, 2015 at 5:00 p.m. (prevailing
Eastern Time) or such other later date established by the Debtors (with the consent of the
Steering Group) or the Court, which is the deadline for submitting Ballots to either accept or
reject the Plan in accordance with section 1126 of the Bankruptcy Code.

138.  Voting Record Date: means July 13, 2015.

B. Interpretation, Application of Definitions, and Rules of Construction.

Except as expressly provided herein, each capitalized term used in the Plan shall
either have (i) the meaning ascribed to such term in Article I or (b) if such term is not defined in
Article I, but such term is defined in the Bankruptcy Code or Bankruptcy Rules, the meaning
ascribed to such term in the Bankruptcy Code or the Bankruptcy Rules, as the case may be.
Meanings of capitalized terms shall be equally applicable to both the singular and plural forms of
such terms. The words “herein,” “hereof,” and “hereunder” and other words of similar import
refer to the Plan as a whole (and, for the avoidance of doubt, the Plan Supplement) and not to
any particular section or subsection in the Plan unless expressly provided otherwise. The words
“includes” and “including” are not limiting and mean that the things specifically identified are
set forth for purposes of illustration, clarity or specificity and do not in any respect qualify,
characterize or limit the generality of the class within which such things are included. Captions
and headings to articles, sections and exhibits are inserted for convenience of reference only, are
not a part of this Plan, and shall not be used to interpret this Plan. Where the Plan requires that (i)
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any document or agreement shall be in form and substance satisfactory to the Steering Group or
(i1) any decisions or actions may be taken only with the consent or approval of the Steering
Group, such requirement shall be satisfied by the consent of Steering Group Members holding at
least 66 2/3% of the aggregate principal amount of Senior Notes held by all Steering Group
Members, which consent shall be evidenced by written consent of counsel to the Steering Group.
The rules of construction set forth in section 102 of the Bankruptcy Code shall apply to this Plan.

C. Computation of Time.

Except as otherwise specifically provided in the Plan, in computing any period of
time prescribed or allowed by this Plan, the provisions of Bankruptcy Rule 9006(a) shall apply.

ARTICLE II.
ADMINISTRATIVE CLAIMS, FEE CLAIMS, AND PRIORITY CLAIMS

In accordance with section 1123(a)(1) of the Bankruptcy Code, Administrative
Claims, Fee Claims, and Priority Tax Claims, each as described below, have not been classified
and thus are excluded from the classes of Claims and Equity Interests set forth in Article III.

A. Administrative Claims (Other Than Fee Claims).

Each holder of an Allowed Administrative Claim (other than an Administrative
Claim that is a Fee Claim) as of the Effective Date shall receive, in full and final satisfaction,
settlement, release, and discharge of, and in exchange for, such Administrative Claim, (i) Cash in
an amount equal to the amount of such Allowed Administrative Claim as soon as reasonably
practicable after either (a) the Effective Date, if such Administrative Claim is Allowed as of the
Effective Date, (b) thirty (30) days after the date such Administrative Claim becomes an
Allowed Administrative Claim, if such Administrative Claim is Disputed as of, or following, the
Effective Date, or (c) the date such Allowed Administrative Claim becomes due and payable in
the ordinary course of business in accordance with the terms, and subject to the conditions, of
any agreements governing, instruments evidencing, or other documents relating to, the applicable
transaction giving rise to such Allowed Administrative Claim, if such Allowed Administrative
Claim is based on liabilities incurred by the Debtors in the ordinary course of their business; or
(i1) such other treatment as the Debtors, the Steering Group and such holder shall have agreed in
writing.

B. Fee Claims.

1. Final Fee Applications.

The Bankruptcy Court shall determine the Allowed amounts of Fee Claims after
notice and a hearing in accordance with the procedures established by the Bankruptcy Code. The
Reorganized Debtors shall pay Fee Claims in Cash in the amount Allowed by the Bankruptcy
Court. All requests for compensation or reimbursement of Fee Claims shall be filed and served
on the Reorganized Debtors, counsel to the Reorganized Debtors, the U.S. Trustee, counsel to
the Steering Group, and such other entities who are designated by the Bankruptcy Rules, the
Confirmation Order, or other order of the Court, no later than forty-five (45) days after the
Effective Date, unless otherwise agreed by the Debtors (with the consent of the Steering Group).
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Holders of Fee Claims that are required to file and serve applications for final allowance of their
Fee Claims that do not file and serve such applications by the required deadline shall be forever
barred from asserting such Claims against the Debtors, Reorganized Debtors, or their respective
properties, and such Fee Claims shall be deemed discharged as of the Effective Date. Objections
to any Fee Claims must be filed and served on the Reorganized Debtors, counsel to the
Reorganized Debtors, counsel to the Steering Group, and the requesting party no later than thirty
(30) days after the filing of the final applications for compensation or reimbursement (unless
otherwise agreed by the party requesting compensation of a Fee Claim).

2. Post-Effective Date Fees and Expenses.

The Reorganized Debtors shall pay in Cash the reasonable legal, professional, or
other fees and expenses incurred by the Debtors’ Professionals on and after the Effective Date, in
the ordinary course of business, and without any further notice to or action, order, or approval of
the Court. Upon the Effective Date, any requirement that Professionals comply with sections
327 through 331 of the Bankruptcy Code in seeking retention or compensation for services
rendered after such date shall terminate, and Professionals may be employed and paid in the
ordinary course of business without any further notice to, or action, order, or approval of, the
Court.

C. Priority Tax Claims.

Each holder of an Allowed Priority Tax Claim due and payable on or before the
Effective Date shall receive, as determined by the applicable Debtor (with the consent of the
Steering Group), in full and final satisfaction, settlement, release, and discharge of, and in
exchange for, such Priority Tax Claim (i) payment in full in Cash, payable in equal Cash
installments made on a quarterly basis in accordance with section 1129(a)(9)(C) of the
Bankruptcy Code, over a period not to exceed five (5) years following the Petition Date, plus
statutory interest on any outstanding balance from the Effective Date, calculated at the prevailing
rate under applicable nonbankruptcy law for each taxing authority and to the extent provided for
by section 511 of the Bankruptcy Code, and in a manner not less favorable than the most favored
nonpriority General Unsecured Claim provided for by the Plan (other than cash payments made
to a class of creditors pursuant to section 1122(b) of the Bankruptcy Code); or (ii) such other
treatment as may be agreed upon by such holder, the Debtors and the Steering Group or
otherwise determined upon a Final Order of the Court.

D. U.S. Trustee Fees.

Notwithstanding anything to the contrary contained herein, on the Effective Date,
the Debtors shall pay, in full, in Cash, any fees due and owing to the U.S. Trustee at the time of
Confirmation. On and after the Effective Date, the Reorganized Debtors shall be responsible for
filing required post-confirmation reports and paying quarterly fees due to the U.S. Trustee for the
Reorganized Debtors until the entry of a final decree in the Chapter 11 Cases or until the Chapter
11 Cases are converted or dismissed.
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ARTICLE III.
CLASSIFICATION AND TREATMENT OF
CLAIMS AND EQUITY INTERESTS

A. Classification of Claims and Equity Interests.

Except for those Claims addressed in Article II, all Claims and Equity Interests
are placed in the Classes set forth below. A Claim or Equity Interest is placed in a particular
Class solely to the extent that the Claim or Equity Interest falls within the description of that
Class, and the portion of a Claim or Equity Interest which does not fall within such description
shall be classified in another Class or Classes to the extent that such portion falls within the
description of such other Class or Classes. A Claim is also placed in a particular Class for the
purpose of receiving distributions pursuant to the Plan solely to the extent that such Claim is an
Allowed Claim in that Class and such Claim has not been paid, released, or otherwise settled
before the Effective Date.

All claims and interests against a particular Debtor are placed in classes for each
of the Debtors (as designated by subclasses a through o for each of the 15 Debtors). Specifically,
such subclasses represent Claims against and Equity Interests in the Debtors as follows: Cliffs
Drilling Company (subclass a); Cliffs Drilling Trinidad LLC (subclass b); FDT LLC (subclass
c); FDT Holdings LLC (subclass d); Hercules Drilling Company LLC (subclass ¢); Hercules
Liftboat Company LLC (subclass f); Hercules Offshore, Inc. (subclass g); Hercules Offshore
Services LLC (subclass h); Hercules Offshore Liftboat Company LLC (subclass i); HERO
Holdings, Inc. (subclass j); SD Drilling LLC (subclass k); THE Offshore Drilling Company
(subclass 1); THE Onshore Drilling Company (subclass m); TODCO Americas, Inc. (subclass n);
and TODCO International, Inc. (subclass o).

B. Record Date.

As of the close of business on the Record Date, the claims register (for Claims)
and transfer ledger (for Equity Interests) shall be closed, and there shall be no further changes in
the record holders of any Claims or Equity Interests. The Reorganized Debtors shall have no
obligation to, but may, with the consent of the Steering Group, recognize any transfer of any
Claims or Equity Interests occurring after the Record Date. The Reorganized Debtors shall
instead be entitled to recognize and deal for purposes under the Plan with only those record
holders stated on the claims register (for Claims) and transfer ledgers (for Equity Interests) as of
the close of business on the Record Date.

C. Summary of Classification and Class Identification.

Below is a chart identifying Classes of Claims and Equity Interests against each
such Debtor, a description of whether each Class is Impaired, and each Class’s voting rights with
respect to the Plan.
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Class Claim or Equity Interest Status Voting Rights

1 Other Priority Claims Unimpaired Deemed to Accept
2 Other Secured Claims Unimpaired Deemed to Accept
3 Senior Notes Claims Impaired Entitled to Vote”

4 General Unsecured Claims Unimpaired Deemed to Accept
5 Intercompany Claims Unimpaired Deemed to Accept
6 Intercompany Interests Unimpaired Deemed to Accept
7 HERO Equity Interests Impaired Deemed to Reject

Section 1129(a)(10) of the Bankruptcy Code shall be satisfied, for the purposes of
Confirmation, by acceptance of the Plan by an Impaired Class of Claims against each such
Debtor; provided, however, that in the event no holder of a Claim with respect to a specific
voting Class timely submits a Ballot indicating acceptance or rejection of the Plan, such Class
will be deemed to have accepted the Plan. The Debtors hereby request that the Court confirm the
Plan pursuant to section 1129(b) of the Bankruptcy Code with respect to any rejecting Class of
Claims or Equity Interests.

D. Treatment of Classified Claims and Equity Interests.

1. Class 1 - Other Priority Claims (Subclasses 1a-10).

(a) Classification: Class 1 consists of Other Priority Claims.

(b) Treatment: Except to the extent that a holder of an Allowed Other
Priority Claim and the Debtors (with the consent of the Steering Group) agree in writing to less
favorable treatment, in full and final satisfaction, settlement, release, and discharge of, and in
exchange for, each Allowed Other Priority Claim, each holder of an Allowed Other Priority
Claim shall receive (i) payment in Cash in an amount equal to such Allowed Other Priority
Claim as soon as practicable after the later of (a) the Effective Date and (b) thirty (30) days after
the date when such Other Priority Claim becomes an Allowed Other Priority Claim or (ii) such
other treatment, as determined by the Debtors (with the consent of the Steering Group), that will
render it Unimpaired pursuant to section 1124 of the Bankruptcy Code.

(c) Voting: Class 1 is Unimpaired by the Plan, and each holder of a
Class 1 Other Priority Claim is conclusively presumed to have accepted the Plan pursuant to
section 1126(f) of the Bankruptcy Code. Therefore, holders of Class 1 Other Priority Claims are
not entitled to vote to accept or reject the Plan.

2. Class 2 - Other Secured Claims (Subclasses 2a-20).

(a) Classification: Class 2 consists of Other Secured Claims.

(b) Treatment: Except to the extent that a holder of an Allowed Other
Secured Claim and the Debtors (with the consent of the Steering Group) agree in writing to less

? Holders of Class 3 Senior Notes Claims are entitled to vote to accept or reject the Plan, provided that the Debtors
are not soliciting the votes of Non-Eligible Noteholders and any votes cast by Non-Eligible Noteholders will not be
counted.
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favorable treatment, in full and final satisfaction, settlement, release and discharge of and in
exchange for such Other Secured Claim, each holder of an Allowed Other Secured Claim shall,
as determined by the Debtors (with the consent of the Steering Group), receive (i) Cash in an
amount equal to such Allowed Other Secured Claim, including any interest on such Allowed
Other Secured Claim, if such interest is required to be paid pursuant to sections 506(b) and/or
1129(a)(9) of the Bankruptcy Code, as soon as practicable after the later of (a) the Effective
Date, and (b) thirty (30) days after the date such Other Secured Claim becomes an Allowed
Other Secured Claim, (i1) the Collateral securing its Allowed Other Secured Claim as soon as
practicable after the later of (a) the Effective Date and (b) thirty (30) days after the date such
Other Secured Claim becomes an Allowed Other Secured Claim, or (iii) such other treatment, as
determined by the Debtors (with the consent of the Steering Group), that will render it
Unimpaired pursuant to section 1124 of the Bankruptcy Code.

(c) Voting: Class 2 is Unimpaired by the Plan, and each holder of a
Class 2 Other Secured Claim is conclusively presumed to have accepted the Plan pursuant to
section 1126(f) of the Bankruptcy Code. Therefore, holders of Class 2 Other Secured Claims are
not entitled to vote to accept or reject the Plan.

3. Class 3 _— Senior Notes Claims (Subclasses 3a-30).

(a) Classification: Class 3 consists of Senior Notes Claims.

(b) Treatment: Except to the extent that a holder of an Allowed Senior
Notes Claim and the Debtors (with the consent of the Steering Group) agree in writing to less
favorable treatment, in full and final satisfaction, settlement, release, and discharge of, and in
exchange for, each Senior Notes Claim, on or as soon as practicable after the Effective Date,
each holder of an Allowed Senior Notes Claim shall receive its Pro Rata share of the Senior
Notes Equity Distribution.

In addition to the foregoing, each holder of an Allowed Senior Notes
Claim that is an Eligible Noteholder shall have the opportunity to participate, on a Pro Rata
basis, in the First Lien Exit Facility in accordance with the terms and conditions set forth in the
First Lien Exit Facility Subscription Procedures during the period from the Petition Date through
the date of the Confirmation Hearing. The opportunity to participate in the First Lien Exit
Facility does not constitute a distribution to the holders of Allowed Senior Notes Claims on
account of their Claims.

(c) Guarantee Claims:  Each holder of an Allowed Senior Notes
Claim shall only receive one recovery in full and complete satisfaction of all Senior Notes
Claims and all Guarantee Claims that may be held by such holder, which recovery is specified in
Article II1.D.3(b).

(d) Voting: Class 3 is Impaired. Holders of Class 3 Senior Notes
Claims are entitled to vote to accept or reject the Plan, provided that the Debtors are not
soliciting the votes of Non-Eligible Noteholders and any votes cast by Non-Eligible Noteholders
will not be counted.
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4. Class 4 — General Unsecured Claims (Subclasses 4a-40).

(a) Classification: Class 4 consists of General Unsecured Claims.

(b) Allowance: Each General Unsecured Claim in Class 4 shall be
Allowed unless such Claim is Disputed. For the avoidance of doubt, no provision of the Plan
shall diminish, enhance, or modify any applicable nonbankruptcy legal, equitable, and/or
contractual rights of a holder of a General Unsecured Claim to receive payment on account of
such General Unsecured Claim in Class 4, which are “riding through” the Chapter 11 Cases
under the Plan as if the Chapter 11 Cases had not been commenced.

(c) Treatment: In full and final satisfaction, settlement, release, and
discharge of, and in exchange for, each Allowed General Unsecured Claim, on the Effective
Date, each holder of an Allowed General Unsecured Claim shall, at the discretion of the Debtors
(with the consent of the Steering Group), and only to the extent such holder’s Allowed General
Unsecured Claim was not previously paid in the ordinary course of business, pursuant to an order
of the Court, or otherwise: (i) have its Allowed General Unsecured Claim Reinstated as an
obligation of the applicable Reorganized Debtor, and be paid in accordance with ordinary course
terms, (ii) receive such other treatment as may be agreed between such holder and the Debtors
(with the consent of the Steering Group) or (iii) receive such other treatment, as determined by
the Debtors (with the consent of the Steering Group), that will render it Unimpaired pursuant to
section 1124 of the Bankruptcy Code. Payment of an Allowed General Unsecured Claim is
subject to the rights of the Debtors, Reorganized Debtors or any other party in interest to dispute
such Claim as if the Chapter 11 Cases had not been commenced in accordance with applicable
nonbankruptcy law.

Notwithstanding anything to the contrary in the Plan, until an Allowed
General Unsecured Claim in Class 4 (including Cure Claims) that arises prior to the Effective
Date has been (x) paid in full in accordance with applicable law, or on terms agreed to between
the holder of such Claim and the Debtor (with the consent of the Steering Group) or Reorganized
Debtor, or in accordance with the terms and conditions of the particular transaction giving rise to
such Claim, or (y) resolved pursuant to the disputed claims procedures applicable to General
Unsecured Claims under Article VIII.A.3 of the Plan: (a) the provisions of Article VII.A.C-H of
the Plan shall not apply or take effect with respect to such Claim, (b) such Claim shall not be
deemed settled, satisfied, resolved, released, discharged, or enjoined by any provision of the
Plan, and (c) the applicable Reorganized Debtor shall remain liable for such Claims. For the
avoidance of doubt, upon the satisfaction of subpart (x) or (y) of the foregoing sentence,
subparts (a)-(c) of the foregoing sentence shall no longer apply under the Plan. Holders of
Allowed General Unsecured Claims in Class 4 shall not be required to file a Proof of Claim with
the Bankruptcy Court. Holders of Allowed General Unsecured Claims in Class 4 (including
Cure Claims) shall not be subject to any claims resolution process in Bankruptcy Court in
connection with their Claims, and shall retain all their rights under applicable nonbankruptcy law
to pursue their Allowed General Unsecured Claims in Class 4 against the Debtors or
Reorganized Debtors in any forum with jurisdiction over the parties. The Debtors and
Reorganized Debtors shall retain all defenses, counterclaims, rights to setoff, and rights to
recoupment as to Allowed General Unsecured Claims in Class 4. If the Debtors (with the
consent of the Steering Group) or the Reorganized Debtors dispute any Allowed General
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Unsecured Claims in Class 4, such dispute shall be determined, resolved or adjudicated in the
manner as if the Chapter 11 Cases had not been commenced. Notwithstanding the foregoing,
any holder of a Claim who files a Proof of Claim shall be subject to the Article VII of the Plan
unless and until such holder withdraws such Proof of Claim, and nothing herein limits the
retained jurisdiction of the Bankruptcy Court under Article XI of the Plan.

(d) Voting: Class 4 is Unimpaired. Therefore, holders of Class 4
General Unsecured Claims are not entitled to vote to accept or reject the Plan.

5. Class 5 — Intercompany Claims (Subclasses 5a-50).

(a) Classification: Class 5 consists of Intercompany Claims.

(b) Treatment: In full and final satisfaction, settlement, release, and
discharge of, and in exchange for, each Allowed Intercompany Claim, on the Effective Date,
each Intercompany Claim shall be Reinstated. On and after the Effective Date, the Reorganized
Debtors and the Non-Debtor Subsidiaries will be permitted to transfer funds between and among
themselves as they determine to be necessary or appropriate to enable the Reorganized Debtors
to satisfy their obligations under the Plan. Except as set forth herein, any changes to
intercompany account balances resulting from such transfers will be accounted for and settled in
accordance with the Debtors’ and the Non-Debtor Subsidiaries’ historical intercompany account
settlement practices.

(c) Voting: Class 5 is Unimpaired. Holders of Class 5 Intercompany
Claims are conclusively presumed to have accepted the Plan pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Class 5 Intercompany Claims are not entitled to vote to
accept or reject the Plan.

6. Class 6 — Intercompany Interests (Subclasses 6a-60).

(a) Classification: Class 6 consists of Intercompany Interests.

(b) Treatment: On the Effective Date, Intercompany Interests shall be
Reinstated.

(c) Voting: Class 6 is Unimpaired. Holders of Class 6 Intercompany
Interests are conclusively presumed to have accepted the Plan pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Class 6 Intercompany Interests are not entitled to vote
to accept or reject the Plan.

7. Class 7 — HERO Equity Interests (Subclasses 7a-70).

(a) Classification: Class 7 consists of HERO Equity Interests.

(b) Treatment: On the Effective Date, HERO Equity Interests shall be
cancelled and discharged and shall be of no further force or effect, whether surrendered for
cancellation or otherwise, and holders of HERO Equity Interests shall not receive or retain any
property under the Plan on account of such HERO Equity Interests. Notwithstanding the
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foregoing, on or as soon as practicable after the Effective Date, holders of HERO Equity
Interests shall receive, in exchange for the surrender or cancellation of their HERO Equity
Interests and for the releases by such holders of the Released Parties, their Pro Rata share of
(1) the Shareholder Equity Distribution and (2) the New HERO Warrants; provided, however,
that any holder of a HERO Equity Interest that opts not to grant the voluntary releases contained
in Article VILF of the Plan shall not be entitled to receive its Pro Rata share of the Shareholder
Equity Distribution and the New HERO Warrants and shall not receive any consideration in
exchange for the surrender or cancellation of its HERO Equity Interests or any distribution
whatsoever under the Plan; and provided, further, that, notwithstanding Article VIII.B.8, the
Debtors (with the consent of the Steering Group) may provide any holder of a HERO Equity
Interest that would otherwise be entitled to receive a distribution of less than one (1) share of the
New HERO Common Stock under this Article II1.D.7.(b) with a distribution of one (1) share of
New HERO Common Stock.

(c) Voting: Class 7 is Impaired. Holders of Class 7 Equity Interests
are conclusively presumed to have rejected the Plan pursuant to section 1126(g) of the
Bankruptcy Code. Therefore, holders of Class 7 HERO Equity Interests are not entitled to vote
to accept or reject the Plan.

E. Special Provision Regarding Unimpaired and Reinstated Claims.

Except as otherwise specifically provided in this Plan, nothing herein shall be
deemed to affect, diminish, or impair the Debtors’ or the Reorganized Debtors’ rights and
defenses, both legal and equitable, with respect to any Reinstated Claim or Unimpaired Claim,
including, but not limited to, legal and equitable defenses to setoffs or recoupment against
Reinstated Claims or Unimpaired Claims. Except as otherwise specifically provided in this Plan,
nothing herein shall be deemed to be a waiver or relinquishment of any Claim, Cause of Action,
right of setoff, or other legal or equitable defense which the Debtors had immediately prior to the
Petition Date against, or with respect to, any Claim left Unimpaired by this Plan. Except as
otherwise specifically provided in this Plan, the Reorganized Debtors shall have, retain, reserve,
and be entitled to assert, all such Claims, Causes of Action, rights of setoff, and other legal or
equitable defenses which they had immediately prior to the Petition Date fully as if the Chapter
11 Cases had not been commenced, and all of the Debtors’ legal and equitable rights with respect
to any Reinstated Claim or Claim left Unimpaired by this Plan may be asserted by the
Reorganized Debtors after the Confirmation Date and the Effective Date to the same extent as if
the Chapter 11 Cases had not been commenced.

F. Voting of Claims.

Each holder of an Allowed Claim as of the Voting Deadline in an Impaired Class
of Claims that is not (a) deemed to have rejected the Plan or (b) conclusively presumed to have
accepted the Plan, and that held such Claim as of the Voting Record Date, shall be entitled to
vote to accept or reject the Plan. The instructions for completion of the Ballots are set forth in
the instructions accompanying each Ballot. The Debtors will seek approval of the Solicitation
Procedures in the Plan Scheduling Motion. The Solicitation Procedures are described in the
Disclosure Statement.
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G. Nonconsensual Confirmation.

The Debtors intend to request confirmation of the Plan under section 1129(b) of
the Bankruptcy Code with respect to any Impaired Class that has not accepted or is deemed to
have rejected the Plan pursuant to section 1126 of the Bankruptcy Code, including Class 7
(HERO Equity Interests).

ARTICLE IV.
MEANS FOR IMPLEMENTATION OF THE PLAN

A. Operations Between the Confirmation Date and Effective Date

During the period from the Confirmation Date through and until the Effective
Date, the Debtors may continue to operate their businesses as debtors in possession, subject to all
applicable orders of the Bankruptcy Court and any limitations set forth in the Restructuring
Support Agreement.

B. First Lien Exit Facility.

On or before the Effective Date, the Debtors (with the consent of the Steering
Group) shall be authorized, without the need for any further corporate action or without any
further action by the Debtors or the Reorganized Debtors, as applicable, to enter into the First
Lien Exit Facility Credit Agreement, the First Lien Exit Facility Documents and any ancillary
documents necessary or appropriate to satisfy the conditions to effectiveness of the First Lien
Exit Facility. The proceeds of the First Lien Exit Facility shall be used to (i) pay the final
installment and related expenses, costs and charges in the approximate amount of $200 million
related to the construction and purchase of the Highlander, (ii) pay the Restructuring Expenses
and (iii) provide the Reorganized Debtors and the Non-Debtor Subsidiaries with working capital
for their post-Effective Date operations and for other general corporate purposes. The First Lien
Exit Facility shall be Secured by first priority security interests in substantially all of the assets of
the Reorganized Debtors and the Non-Debtor Subsidiaries that are guarantors under the First
Lien Exit Facility, including without limitation, the Highlander and all contracts related to the
Highlander.

Prior to the Petition Date, the Debtors and certain of the Steering Group
Members entered into the First Lien Exit Facility Commitment Letter, pursuant to which such
Steering Group Members agreed to provide backstop commitments for the First Lien Exit
Facility. As set forth in Article II1.D.3, each holder of an Allowed Senior Notes Claim that is an
Eligible Noteholder shall have the opportunity to participate, on a Pro Rata basis, in the First
Lien Exit Facility in accordance with the terms and conditions set forth in the First Lien Exit
Facility Subscription Procedures during the period from the Petition Date through the date of
Confirmation Hearing. The opportunity to participate in the First Lien Exit Facility does not
constitute a distribution to the holders of Allowed Senior Notes Claims on account of their
Claims.
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C. Issuance of New HERO Common Stock and New HERO Warrants.

1. Issuance of Securities. Shares of New HERO Common Stock shall be
authorized under the New HERO Charter, and shares of New HERO Common Stock shall be
issued on the Effective Date and distributed as soon as practicable thereafter in accordance with
the Plan. The number of shares of New HERO Common Stock to be distributed as set forth in
this Plan, and the number of shares of New HERO Common Stock issuable upon exercise of
New HERO Warrants and the New HERO Management Incentive Program Equity and
corresponding strike prices, are subject to adjustment by the Debtors (with the consent of the
Steering Group) in a manner that does not alter the respective percentages of the outstanding
New HERO Common Stock allocated to any Class or Claim holder, except for immaterial
changes resulting from the treatment of fractional shares; provided that the New HERO Common
Stock, as of the Effective Date, shall be subject to dilution from the New HERO Management
Incentive Program Equity. All of the New HERO Common Stock, issuable in accordance with
the Plan, when so issued, shall be duly authorized, validly issued, fully paid, and non-assessable.
The issuance, with the consent of the Steering Group, of the New HERO Common Stock, the
New HERO Warrants, the New HERO Management Incentive Program Equity by Reorganized
HERO, and the issuance of shares pursuant to the exercise of New HERO Warrants and the New
HERO Management Incentive Program Equity, is authorized without the need for any further
corporate action and without any further action by any holder of a Claim or Equity Interest.

Except as provided below, the New HERO Common Stock distributed under the
Plan will be issued in book-entry form through the direct registry system of the transfer agent
and DTC. The ownership interest of each holder of such New HERO Common Stock, and
transfers of ownership interests therein, will be recorded on the records of the transfer agent and
the direct and indirect participants in DTC. To receive distributions of New HERO Common
Stock through DTC, holders of Senior Notes Claims will be required to designate a direct or
indirect participant in DTC with whom such holder has an account into which such New HERO
Common Stock may be deposited. The New HERO Common Stock issuable to holders of
HERO Equity Interests will, with respect to HERO Equity Interests held through DTC, be
delivered by the Reorganized HERO to the holders of HERO Equity Interests through DTC (via
Mandatory Exchange if applicable), and holders that do not hold their HERO Equity Interests in
DTC may to designate a direct or indirect participant in DTC with whom such holder has an
account into which such New HERO Common Stock may be deposited or have their shares
issued in book-entry form on the register of the transfer agent.

2. Exemption from Registration. The offering of the New HERO Common
Stock under Article III of the Plan shall be exempt from the registration requirements of section
5 of the Securities Act and other applicable law under section 4(a)(2) of the Securities Act or
another available exemption from registration under the Securities Act. The issuance and
distribution of the New HERO Common Stock and the New HERO Warrants under Article III of
the Plan, and the New HERO Common Stock issuable upon exercise of the New HERO
Warrants shall be exempt from the registration requirements of section 5 of the Securities Act
and any other applicable law requiring registration of an offer or sale of securities under section
1145(a) of the Bankruptcy Code. The New HERO Common Stock underlying the Management
Incentive Program will be issued pursuant to a registration statement or another available
exemption from registration under the Securities Act and other applicable law.
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The issuance of the New HERO Equity Interests to the holders of Senior Notes
Claims and the issuance of the New HERO Equity Interests and the New HERO Warrants to the
holders of HERO Equity Interests shall be exempt from the requirements of section 16(b) of the
Securities and Exchange Act of 1934 (pursuant to Rule 16b-3 promulgated thereunder) with
respect to any acquisition of such securities by an officer or director (or a director by
deputization for purposes thereof) as of the Effective Date.

3. SEC Reporting Requirements and Listing of New HERO Common Stock.
As of the Effective Date, Reorganized HERO will be a reporting company under the Securities
Exchange Act of 1934, as amended. As of July 13, 2015, HERO common stock was listed for
trading on The Nasdaq Global Select Market (“NASDAQ”). In March 2015, HERO received a
letter from NASDAQ informing HERO that its common stock was below the minimum bid price
requirement for continued listing on NASDAQ. Reorganized HERO will use reasonable efforts
to cause the listing on NASDAQ of the New HERO Common Stock on or as soon as reasonably
practicable after the Effective Date.

D. The New HERO Warrants.

1. Issuance. The New HERO Warrants will be issued pursuant to the terms
of the New HERO Warrant Agreement. Each New HERO Warrant will, subject to the anti-
dilution adjustments described below and in the New HERO Warrant Agreement, be exercisable
for one (1) share of New HERO Common Stock.

2. Anti-Dilution Protection. The New HERO Warrant Agreement shall
contain provisions for the adjustment of the exercise price and shares of New Common Stock
issuable upon exercise following certain organic dilutive events such as splits, combinations,
stock dividends or other similar organic dilutive events involving the New HERO Common
Stock. There shall be no anti-dilution adjustment for the New HERO Warrants upon the post-
Effective Date issuance of New HERO Common Stock at a value below the exercise price for
the New HERO Warrants. The New HERO Warrants, as of the Effective Date, shall be subject
to dilution from the New HERO Management Incentive Program Equity.

3. Form. Except as provided below, all New HERO Warrants distributed
under the Plan will be issued in book-entry form through the direct registry system of the warrant
agent and DTC. The warrant agent will be the transfer agent for the New HERO Common
Stock. The ownership interest of each holder of such New HERO Warrants, and transfers of
ownership interests therein, will be recorded on the records of the warrant agent and the direct
and indirect participants in DTC. Holders of HERO Equity Interests that hold such HERO
Equity Interests in DTC will receive their New HERO Warrants by deposit to the account of a
direct or indirect participant in DTC in which such HERO Equity Interests are held. Holders that
do not hold their HERO Equity Interests in DTC may designate a direct or indirect participant in
DTC with whom such holder has an account into which such New HERO Warrants may be
deposited or have their Warrants issued in book-entry form on the register of the warrant agent
for the New HERO Warrants. Beneficial owners of the New HERO Warrants will be required to
follow the procedures that DTC or its direct or indirect participants, or the warrant agent for the
New HERO Warrants, as applicable, may establish for exercising their rights in respect of the
New HERO Warrants, including exercise and transfer thereof. New HERO Common Stock
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issuable upon exercise of such New HERO Warrants will be issued in book-entry form and held
through DTC or the warrant agent for the New Hero Warrants, as applicable.

E. Cancellation of Certain Indebtedness, Agreements, and Existing Securities.

On the Effective Date, except as otherwise specifically provided for in the Plan,
the obligations of the Debtors under the Restructuring Support Agreement, the Senior Notes, the
Guarantees, the Senior Notes Indentures and any other certificate, share, note, bond, indenture,
purchase right, option, warrant, or other instrument or document directly or indirectly evidencing
or creating any indebtedness or obligation of or ownership interest in any of the Debtors giving
rise to any Claim or Equity Interest (except such certificates, notes, or other instruments or
documents evidencing indebtedness or obligations of any Debtors that are specifically reinstated
pursuant to the Plan), shall be cancelled as to any such Debtors, and the Reorganized Debtors
shall not have any continuing obligations thereunder; and the obligations of any of the Debtors
pursuant, relating, or pertaining to any agreements, indentures, certificates of designation, by-
laws, or certificate or articles of incorporation or similar documents governing the Restructuring
Support Agreement, the Senior Notes, the Guarantees, the Senior Notes Indentures and any other
shares, certificates, notes, bonds, purchase rights, options, warrants, or other instruments or
documents evidencing or creating any indebtedness or obligation of any of the Debtors (except
such agreements, certificates, notes, or other instruments evidencing indebtedness or obligations
of any Debtors that are specifically reinstated pursuant to the Plan or assumed by any such
Debtors) shall be released and discharged; provided, however, that, notwithstanding the
occurrence of the Confirmation Date or the Effective Date, any such indenture or agreement that
governs the rights of the holder of a Claim shall continue in effect solely for purposes of
(a) allowing holders of such Claims to receive distributions under the Plan as provided herein,
(b) allowing the Senior Notes Indenture Trustees to make distributions under the Plan as
provided herein, and deduct therefrom such reasonable compensation, fees, and expenses due
thereunder or incurred in making such distributions, to the extent not paid by the Debtors and
authorized under such agreement, and (c) allowing the Senior Notes Indenture Trustees to seek
compensation and/or reimbursement of fees and expenses in accordance with the terms of the
Plan. For the avoidance of doubt, nothing in this section shall affect the discharge of or result in
any obligation, liability, or expense of the Debtors or the Reorganized Debtors, or affect the
discharge of Claims or Equity Interests pursuant to the Bankruptcy Code, the Confirmation
Order, or the Plan, or result in any additional obligation, expense, or liability of the Debtors or
the Reorganized Debtors. On and after the Effective Date, all duties and responsibilities of the
Senior Notes Indenture Trustees shall be discharged except to the extent required to effectuate
the Plan.

F. Claims Against Non-Debtor Subsidiaries.

Any claim (as such term is defined in section 101(5) of the Bankruptcy Code),
Cause of Action, or remedy asserted against any Non-Debtor Subsidiary by any Debtor will be
reinstated, adjusted (including by contribution, distribution in exchange for new debt or equity,
or otherwise), paid, continued, cancelled, or discharged to the extent determined appropriate by
the Reorganized Debtors (with the consent of the Steering Group). Any such transaction, with
the consent of the Steering Group, may be effectuated on the Effective Date or subsequent to the
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Effective Date without any further action by the Court or by the stockholders of the Reorganized
Debtors.

G. Intercompany Interests.

The Intercompany Interests shall be retained and the legal, equitable, and
contractual rights to which the holder of such Intercompany Interest is entitled shall remain
unaltered.

H. Continued Corporate Existence and Vesting of Assets.

Except as otherwise provided herein: (i) each Debtor will, as a Reorganized
Debtor, continue to exist after the Effective Date as a separate legal entity, with all of the powers
of such a legal entity under applicable law and without prejudice to any right to alter or terminate
such existence (whether by merger, dissolution or otherwise) under applicable law; and (ii) on
the Effective Date, all property of each Debtor’s Estate, and any property acquired by each
Debtor or Reorganized Debtor under the Plan, will vest in such Reorganized Debtor free and
clear of all Claims, Liens, charges, other encumbrances, Equity Interests, and other interests,
except for the Liens and Claims established under the Plan (including in respect of the First Lien
Exit Facility).

On and after the Effective Date, each Reorganized Debtor may operate its
business and may use, acquire, and dispose of property and compromise or settle any claims
without supervision or approval by the Court and free of any restrictions of the Bankruptcy Code
or Bankruptcy Rules, subject only to those restrictions expressly imposed by the Plan or the
Confirmation Order as well as the documents and instruments executed and delivered in
connection therewith, including the documents, exhibits, instruments, and other materials
comprising the Plan Supplement. Without limiting the foregoing, the Reorganized Debtors may
pay the charges that they incur from and after the Effective Date for Fee Claims, disbursements,
expenses, or related support services (including fees relating to the preparation of Professional
fee applications) without application to, or the approval of, the Court.

1. Steering Group Fees and Expenses.

On the Effective Date, the Reorganized Debtors shall pay, in full, in Cash, the
unpaid reasonable fees, expenses, costs, and other charges of the Steering Group’s professionals
(including the fees, expenses, costs, and other charges of Akin Gump Strauss Hauer & Feld LLP
and Blackstone Advisory Partners L.P.), in each case in accordance with the Restructuring
Support Agreement, and as required by the underlying fee letters of such professionals.

The reasonable fees, expenses, costs, and other charges of the Steering Group’s
professionals (including the fees, expenses, costs, and other charges of Akin Gump Strauss
Hauer & Feld LLP and Blackstone Advisory Partners L.P.) shall be paid in the ordinary course in
accordance with the underlying fee letters of such professionals during the Chapter 11 Cases.
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J. Senior Notes Indenture Trustee Fees and Expenses

On the Effective Date, the Reorganized Debtors shall pay all reasonable and
documented fees and expenses (including reasonable and documented fees and expenses of
counsel) incurred by the Senior Notes Indenture Trustees through and including the Effective
Date to the extent required by the Senior Notes Indentures. For the avoidance of doubt, any such
fees and expenses of the Senior Notes Indenture Trustees shall not be treated under this Plan as
General Unsecured Claims and shall not be subject to avoidance, objection, challenge, deduction,
subordination, recharacterization or offset. The Senior Notes Indenture Trustees shall not be
required to file any application under sections 330 or 331 of the Bankruptcy Code or otherwise
with regard to the allowance of their fees and expenses.

K. Waiver of Avoidance Actions.

To the extent not already otherwise waived pursuant to another order of the
Bankruptcy Court, effective as of the Effective Date, the Debtors shall be deemed to have
waived the right to prosecute, and to have settled and released for fair value, any avoidance or
recovery actions under sections 545, 547, 548, 549, 550, 551, and 553 of the Bankruptcy Code or
other applicable law that belong to the Debtors on account of paying or having paid all General
Unsecured Claims in full pursuant to an Order of the Court or this Plan.

L. Preservation of Causes of Action.

In accordance with section 1123(b) of the Bankruptcy Code, and except as
expressly provided herein (including Articles IV.L and VII), the Reorganized Debtors shall
retain all Causes of Action. Nothing contained in this Plan or the Confirmation Order shall be
deemed a waiver or relinquishment of any claim, Cause of Action, right of setoff, or other legal
or equitable defense of any Debtor that is not specifically waived or relinquished by this Plan.
The Reorganized Debtors shall have, retain, reserve, and be entitled to assert, all such claims,
Causes of Action, rights of setoff, and other legal or equitable defenses that any Debtor had
immediately before the Petition Date as fully as if the Chapter 11 Cases had not been
commenced, and all of the Reorganized Debtors’ legal and equitable rights respecting any claim
that is not specifically waived or relinquished by this Plan may be asserted after the Effective
Date to the same extent as if the Chapter 11 Cases had not been commenced. No Person may
rely on the absence of a specific reference in the Plan or the Disclosure Statement to any Cause
of Action against them as any indication that the Debtors or the Reorganized Debtors, as
applicable, will not pursue any and all available Causes of Action against such Person. The
Debtors or the Reorganized Debtors, as applicable, expressly reserve all rights to prosecute any
and all Causes of Action against any Person, in accordance with the Plan. From and after the
Effective Date, the Reorganized Debtors shall have the exclusive right, authority, and discretion
to determine and to initiate, file, prosecute, enforce, abandon, settle, compromise, release,
withdraw, or litigate to judgment any Cause of Action and to decline to do any of the foregoing
without further notice to or action, order, or approval of the Court. The Reorganized Debtors are
deemed representatives of the Estates for the purpose of prosecuting any Claim or Cause of
Action and any objections to Claims pursuant to 11 U.S.C. § 1123(b)(3)(B).
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M. Claims Incurred After the Effective Date.

Claims incurred by the Debtors after the Effective Date may be paid by the
Reorganized Debtors in the ordinary course of business and without application for or Court
approval, subject to any agreements with such holders of a Claim and applicable law.

N. Corporate Action.

Each of the matters provided for by the Plan involving the corporate structure of
the Debtors or corporate or related actions to be taken by or required of the Reorganized Debtors,
whether taken prior to or as of the Effective Date, shall be deemed authorized and approved in all
respects without the need for any further corporate action and without any further action by the
Debtors or the Reorganized Debtors, as applicable; provided, however, that any such matters or
corporate or related actions taken by the Debtors shall be subject to the consent of the Steering
Group. Such actions may include: (a) the adoption and filing of the New HERO Certificate of
Incorporation, the New HERO Bylaws and the amended articles of incorporation or certificates
of formation for each of the Reorganized Debtors (other than Reorganized HERO); (b) the
authorization, issuance, and distribution of New HERO Common Stock and New HERO
Warrants; (c) the adoption or assumption, as applicable, of Executory Contracts or Unexpired
Leases; (d) adoption of the New HERO Management Incentive Program; and (e) the entry into
the First Lien Exit Facility and the execution and delivery of the First Lien Exit Facility
Documents, as applicable.

ARTICLE V.
PROVISIONS REGARDING CORPORATE GOVERNANCE
OF THE REORGANIZED DEBTOR

A. Organizational Documents.

1. Reorganized HERO. On or immediately before the Effective Date, the
New HERO Charter will be filed with the applicable authority in Delaware in accordance with
the corporate laws of Delaware. The New HERO By-Laws will be deemed to have been adopted
and will become effective on the Effective Date. The New HERO Charter shall prohibit the
issuance of nonvoting equity securities only so long as, and to the extent that, the issuance of
nonvoting equity securities is prohibited by the Bankruptcy Code.

2. Reorganized Debtor Subsidiaries. On or immediately before the Effective
Date, the amended articles of incorporation or certificates of formation for each of the
Reorganized Debtors (other than Reorganized HERO) will be filed with the applicable
authorities in the respective jurisdictions of incorporation or formation in accordance with the
corporate laws of its jurisdiction. The amended by-laws or operating agreements for the
Reorganized Debtors (other than Reorganized HERO) will be deemed to have been adopted and
will become effective on the Effective Date. To the extent applicable, the amended organization
documents for the Reorganized Debtors (other than Reorganized HERO) shall prohibit the
issuance of nonvoting equity securities only so long as, and to the extent that, the issuance of
nonvoting equity securities is prohibited by the Bankruptcy Code.
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B. Appointment of Officers and Directors.

As of the Effective Date, the term of the current members of the board of directors
of HERO shall expire without further action by any Person. The New Board shall consist of
seven (7) members. The initial directors of the New Board shall be comprised of John Rynd and
six (6) other directors selected by the Steering Group, one of whom will be chair and an
independent director (as defined by NASDAQ).

As of the Effective Date, subject to the consent of the Steering Group, the current
members of the boards of directors or boards of managers, as applicable, of the Debtor
Subsidiaries shall serve as the initial directors or managers for such Entities.

From and after the Effective Date, John Rynd shall be employed and serve as the
Chief Executive Officer of Reorganized HERO. The other senior executive officers of
Reorganized HERO shall be acceptable to the Steering Group and identified in the Plan
Supplement.

C. Powers of Officers.

The officers of the Reorganized Debtors shall have the power to enter into or
execute any documents or agreements that they deem reasonable and appropriate to effectuate
the terms of the Plan.

D. Existing Benefits Agreements and Retiree Benefits.

Except as such benefits may be otherwise terminated by the Debtors in a manner
permissible under applicable law, all Existing Benefits Agreements shall be deemed assumed as
of the Effective Date. Notwithstanding anything to the contrary contained herein, pursuant to
section 1129(a)(13) of the Bankruptcy Code, on and after the Effective Date, all retiree benefits
(as such term is defined in section 1114 of the Bankruptcy Code), if any, shall continue to be
paid in accordance with applicable law.

E. New HERO Management Incentive Program.

On or after the Effective Date, the Reorganized Debtors shall adopt the New
HERO Management Incentive Program and shall provide for the distribution, and the reservation
for future issuance, as applicable, of the New HERO Management Incentive Program Equity to
participating officers, directors and employees of the Reorganized Debtors. A description of the
New HERO Management Incentive Program will be set forth in the Plan Supplement.

Allocation of the New HERO Management Incentive Program Equity to the
Reorganized Debtors’ participating officers, directors and employees shall be determined by the
New Board under the terms set forth in the New HERO Management Incentive Program Equity
Agreements.
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F. Indemnification of Directors, Officers, and Employees.

Notwithstanding any other provisions of the Plan, from and after the Effective
Date, indemnification obligations owed by the Debtors or the Reorganized Debtors to directors,
officers, or employees of the Debtors who served or were employed by the Debtors before, on or
after the Petition Date, to the extent provided in the articles or certificates of incorporation, by-
laws or similar constituent documents, by statutory law or by written agreement, policies or
procedures of the Debtors, will be deemed to be, and treated as though they are, executory
contracts that are assumed pursuant to the Plan and section 365 of the Bankruptcy Code. All
such indemnification obligations shall survive confirmation of the Plan, remain unaffected
thereby, and not be discharged, irrespective of whether indemnification, defense, reimbursement
or limitation is owed in connection with an event occurring before, on, or after the Petition Date.

ARTICLE VI
CONFIRMATION OF THE PLAN

A. Conditions to Confirmation.

The following are conditions to the entry of the Confirmation Order, unless such
conditions, or any of them, have been satisfied or duly waived in accordance with Article VI.B:

I. The Court shall have approved the Disclosure Statement, which shall be in
form and substance consistent with the Restructuring Support Agreement unless otherwise
agreed to by the Steering Group, it being understood that the Disclosure Statement dated July 13,
2015 is satisfactory to the Steering Group.

2. The Confirmation Order shall be in form and substance consistent with the
Restructuring Support Agreement or otherwise reasonably satisfactory to the Debtors and the
Steering Group.

3. The Plan (which, for purposes of this Article VI.A.3 shall exclude the Plan
Supplement), shall be in form and substance consistent with the Restructuring Support
Agreement unless otherwise agreed to by the Steering Group, it being understood that the Plan
dated July 13, 2015 is satisfactory to the Steering Group.

4. The Plan Supplement shall be in form and substance consistent with the
Restructuring Support Agreement and otherwise reasonably satisfactory to the Debtors and the
Steering Group.

5. (1) The Restructuring Support Agreement shall not have been terminated
in accordance with the terms thereof, and such Restructuring Support Agreement shall be in full
force and effect, and (i1) all conditions to closing set forth in the Restructuring Support
Agreement shall have been satisfied.

6. Since the date of entry into the Restructuring Support Agreement, there
shall not have been a Material Adverse Change.
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7. The assets related to the Highlander, including all contracts related thereto,
shall be owned in the same Non-Debtor Subsidiaries that owned such assets prior to the Petition
Date. Since the date of entry into the Restructuring Support Agreement, such Non-Debtor
Subsidiaries shall have engaged in no other business other than the ownership of such assets and
shall not have incurred any other obligations other than those directly related to the ownership of
such assets.

B. Waiver of Conditions Precedent to Confirmation.

The Debtors, with the written consent of the Steering Group, may waive the
conditions set forth in Article VI.A above at any time without leave or order of the Court and
without any formal action.

ARTICLE VII.
SETTLEMENT, RELEASE, INJUNCTION AND RELATED PROVISIONS

A. General Settlement of Claims and Interests.

Pursuant to section 363 of the Bankruptcy Code and Bankruptcy Rule 9019 and in
consideration for the distributions and other benefits provided pursuant to the Plan, the
provisions of the Plan shall constitute a good faith compromise of all Claims, Equity Interests
and controversies relating to the contractual, legal, and subordination rights that a Holder of a
Claim may have with respect to any Allowed Claim, or any Distribution to be made on account
of such Allowed Claim.

Without limiting the foregoing, the provisions of the Plan shall, upon
consummation, constitute a good faith compromise and settlement, pursuant to Bankruptcy Rule
9019 and section 1123 of the Bankruptcy Code, among the Debtors and the Steering Group of all
disputes among the parties, including those arising from, or related to, (i) the Senior Notes
Claims and the Guarantee Claims and (i1) the Guarantees. In the event that, for any reason, the
Confirmation Order is not entered or the Effective Date does not occur, the Debtors and the
Steering Group reserve all of their respective rights with respect to any and all disputes that
would have been resolved and settled under the Plan had the Effective Date occurred.

The entry of the Confirmation Order shall constitute the Court’s approval of each
of the compromises and settlements embodied in the Plan, and the Court’s findings shall
constitute its determination that such compromises and settlements are in the best interests of the
Debtors, their Estates, creditors, and other parties-in-interest, and are fair, equitable, and within
the range of reasonableness. The Plan and the Confirmation Order shall have res judicata,
collateral estoppel, and estoppel (judicial, equitable, or otherwise) effect with respect to all
matters provided for, or resolved pursuant to, the Plan and/or the Confirmation Order, including,
without limitation, the release, injunction, exculpation, discharge, and compromise provisions
contained in the Plan and/or the Confirmation Order. The provisions of the Plan, including,
without limitation, its release, injunction, exculpation and compromise provisions, are mutually
dependent and non-severable.
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B. Subordination of Claims

The allowance, classification and treatment of all Allowed Claims and Equity
Interests and the respective Distributions and treatments under the Plan take into account and
conform to the relative priority and rights of the Claims and Equity Interests in each Class in
connection with any contractual, legal, and equitable subordination rights relating thereto.
However, the Debtors (with the consent of the Steering Group) reserve the right to reclassify any
Allowed Claim or Equity Interest in accordance with any contractual, legal or equitable
subordination relating thereto, unless otherwise provided in a settlement agreement concerning
such Allowed Claim.

C. Discharge of the Debtors.

Pursuant to section 1141(d) of the Bankruptcy Code, and except as otherwise
specifically provided in the Plan or in any contract, instrument, or other agreement or
document created pursuant to the Plan: (a) the distributions, rights, and treatment that are
provided in the Plan shall be in complete satisfaction, discharge, and release of all Claims,
Equity Interests, and Causes of Action of any nature whatsoever, including any interest
accrued on Claims or Equity Interests from and after the Petition Date, whether known or
unknown, against, liabilities of, Liens on, obligations of, rights against and Equity Interests
in, the Debtors, the Reorganized Debtors or any of their assets, properties or Estates,
regardless of whether any property shall have been distributed or retained pursuant to the
Plan on account of such Claims, Equity Interests and Causes of Action, including demands,
liabilities and Causes of Action that arose before the Effective Date, any contingent or non-
contingent liability on account of representations or warranties issued on or before the
Effective Date; (b) the Plan shall bind all holders of Claims and Equity Interests,
notwithstanding whether any such holders failed to vote to accept or reject the Plan or
voted to reject the Plan; (c) all Claims and Equity Interests shall be satisfied, discharged
and released in full, and the Debtors’ liability with respect thereto, shall be extinguished
completely, including debts of the kind specified in sections 502(g), 502(h) or 502(i) of the
Bankruptcy Code, in each case whether or not: (i) a proof of Claim or Equity Interest
based upon such debt, right, or Equity Interest is filed or deemed filed pursuant to section
501 of the Bankruptcy Code; (ii) a Claim or Equity Interest based upon such debt, right or
Equity Interest is Allowed; or (iii) the holder of such a Claim or Equity Interest has
accepted the Plan or is entitled to receive a distribution hereunder; and (d) all Entities shall
be precluded from ever asserting against the Debtors, the Debtors’ Estates, the
Reorganized Debtors, their successors and assigns, and their assets and properties any
Claims and Equity Interests based upon any documents, instruments, or any act or
omission, transaction, or other activity of any kind or nature that occurred prior to the
Effective Date. Any default by the Debtors with respect to any Claim or Equity Interest
that existed immediately before or on account of the filing of the Chapter 11 Cases shall be
deemed cured on the Effective Date. The Confirmation Order shall be a judicial
determination of the discharge of all Claims and Equity Interests subject to the Effective
Date occurring.
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D. Release of Liens.

Except (a) with respect to the Liens securing the First Lien Exit Facility, to
the extent set forth in the First Lien Exit Facility Documents, and (b) as otherwise expressly
provided in the Plan, or in any contract, instrument, release, or other agreement or
document created pursuant to the Plan, on the Effective Date and concurrently with the
applicable distributions made pursuant to the Plan, all mortgages, deeds of trust, Liens,
pledges, and other security interests against any property of the Debtors’ Estates shall be
fully released and discharged, and all of the right, title, and interest of any holder of such
mortgages, deeds of trust, Liens, pledges, and other security interests shall revert to the
Reorganized Debtors and each of their successors and assigns.

E. Releases by the Debtors.

Except as otherwise specifically provided in the Plan, for good and valuable
consideration, including the service of the Released Parties to facilitate the reorganization
of the Debtors, the implementation of the restructuring contemplated by the Restructuring
Support Agreement and the Plan and the compromises contained herein, on and after the
Effective Date, the Released Parties are hereby released and discharged by the Debtors, the
Non-Debtor Subsidiaries, the Reorganized Debtors and the Estates, including any
successor to the Debtors or any Estate representative from all claims, obligations, rights,
suits, damages, Causes of Action, remedies and liabilities whatsoever, including any
derivative claims asserted or assertable on behalf of a Debtor, whether known or unknown,
foreseen or unforeseen, liquidated or unliquidated, contingent or fixed, existing or
hereafter arising, in law, at equity or otherwise, whether for indemnification, tort, contract,
violations of federal or state securities laws or otherwise, including, those that any of the
Debtors, the Non-Debtor Subsidiaries, the Reorganized Debtors or the Estates would have
been legally entitled to assert in their own right (whether individually or collectively) or on
behalf of the holder of any Claim or Equity Interest or any other Person, based on or
relating to, or in any manner arising from, in whole or in part, the Debtors and their Non-
Debtor Subsidiaries, the Estates, the conduct of the businesses of the Debtors and their
Non-Debtor Subsidiaries, the Chapter 11 Cases, the purchase, sale or rescission of the
purchase or sale of any security of the Debtors, the Non-Debtor Subsidiaries, or the
Reorganized Debtors, the subject matter of, or the transactions or events giving rise to, any
Claim or Equity Interest that is treated in the Plan, the restructuring of Claims and Equity
Interests prior to or during the Chapter 11 Cases, the negotiation, formulation or
preparation of the Restructuring Support Agreement, the Plan, the Plan Supplement, the
Disclosure Statement, First Lien Exit Facility Documents, the New HERO Warrant
Agreement or, in each case, related agreements, instruments or other documents, any
action or omission with respect to Intercompany Claims, any action or omission as an
officer, director, agent, representative, fiduciary, controlling person, affiliate or
responsible party, or any transaction entered into or affecting, a Non-Debtor Subsidiary, or
upon any other act or omission, transaction, agreement, event, or other occurrence taking
place on or before the Effective Date of the Plan, other than claims or liabilities arising out
of or relating to any act or omission of a Released Party to the extent such act or omission
is determined by a Final Order to have constituted willful misconduct, gross negligence,
bad faith, fraud or a criminal act.
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F. Releases by Holders of Claims and Equity Interests.

Any holder of HERO Equity Interests that opts not to grant the releases
contained in this Article VILF shall not receive the New HERO Equity Interests and New
HERO Warrants that it would otherwise be entitled to receive under Article II1.D.7 of the
Plan and will not receive any distribution whatsoever under the Plan.

Except as otherwise specifically provided in the Plan, for good and valuable
consideration, including the service of the Released Parties to facilitate the reorganization
of the Debtors, the implementation of the restructuring contemplated by the Restructuring
Support Agreement or the Plan, and the compromises contained herein, on and after the
Effective Date, to the fullest extent permitted by applicable law, the Releasing Parties
(regardless of whether a Releasing Party is a Released Party) shall be deemed to
conclusively, absolutely, unconditionally, irrevocably and forever release, waive and
discharge the Released Parties of any and all claims, obligations, rights, suits, damages,
Causes of Action, remedies and liabilities whatsoever, including: any derivative claims
asserted or assertable on behalf of a Debtor or a Non-Debtor Subsidiary, whether known
or unknown, foreseen or unforeseen, liquidated or unliquidated, contingent or fixed,
existing or hereafter arising, in law, at equity or otherwise, whether for indemnification,
tort, contract, violations of federal or state securities laws or otherwise, including, those
that any of the Debtors, the Non-Debtor Subsidiaries, the Reorganized Debtors or the
Estates would have been legally entitled to assert in their own right (whether individually
or collectively) or on behalf of the holder of any Claim or Equity Interest or any other
Person, based on or relating to, or in any manner arising from, in whole or in part, the
Debtors and their Non-Debtor Subsidiaries, the Estates, the conduct of the businesses of the
Debtors and their Non-Debtor Subsidiaries, the Chapter 11 Cases, the purchase, sale or
rescission of the purchase or sale of any Security of the Debtors, the Non-Debtor
Subsidiaries or the Reorganized Debtors, the subject matter of, or the transactions or
events giving rise to, any Claim or Equity Interest that is treated in the Plan, the
restructuring of Claims and Equity Interests prior to or during the Chapter 11 Cases, the
negotiation, formulation or preparation of the Restructuring Support Agreement, the
Plan, the Plan Supplement, the Disclosure Statement, the First Lien Exit Facility
Documents, the New HERO Warrant Agreement or, in each case, related agreements,
instruments or other documents, any action or omission with respect to Intercompany
Claims, any action or omission as an officer, director, agent, representative, fiduciary,
controlling person, affiliate or responsible party, or any transaction entered into or
affecting, a non-Debtor subsidiary, or upon any other act or omission, transaction,
agreement, event or other occurrence taking place on or before the Effective Date of the
Plan, other than claims or liabilities arising out of or relating to any act or omission of a
Released Party to the extent such act or omission is determined by a Final Order to have
constituted willful misconduct, gross negligence, bad faith, fraud or a criminal act.

Each Person providing releases under the Plan, including the Debtors, the
Reorganized Debtors, the Non-Debtor Subsidiaries, the Estates and the Releasing Parties,
shall be deemed to have granted the releases set forth in those sections notwithstanding that
such Person may hereafter discover facts in addition to, or different from, those which it
now knows or believes to be true, and without regard to the subsequent discovery or
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existence of such different or additional facts, and such Person expressly waives any and all
rights that it may have under any statute or common law principle which would limit the
effect of such releases to those claims or causes of action actually known or suspected to
exist at the time of execution of such release.

G. Exculpation.

Notwithstanding anything herein to the contrary and to the extent permitted
by applicable law, the Exculpated Parties shall neither have nor incur any liability to any
Entity for any Restructuring-Related Action; provided that nothing in the foregoing
“Exculpation” shall exculpate any Entity from any liability resulting from any act or
omission that is determined by Final Order to have constituted fraud, willful misconduct,
gross negligence, or criminal conduct; provided that each Exculpated Party shall be
entitled to rely upon the advice of counsel concerning his, her or its duties pursuant to, or
in connection with, the Plan or any other related document, instrument, or agreement.

Notwithstanding anything herein to the contrary, as of the Effective Date,
pursuant to section 1125(e) of the Bankruptcy Code, the Solicitation Parties upon
appropriate findings of the Bankruptcy Court will be deemed to have solicited acceptance
of the Plan in good faith and in compliance with the applicable provisions of the
Bankruptcy Code, and to have participated in good faith and in compliance with the
applicable provisions of the Bankruptcy Code, in the offer, issuance, sale, or purchase of a
security, offered or sold under the Plan of a Reorganized Debtor, and shall not be liable to
any Entity on account of such solicitation or participation.

In addition to the protections afforded in this Article VII.G to the Exculpated
Parties, and not in any way reducing or limiting the application of such protections, the
Bankruptcy Court retains exclusive jurisdiction over any and all Causes of Action asserted
against any Debtor for any Restructuring-Related Action that are not otherwise exculpated
or enjoined by this Plan.

H. Injunction.

EXCEPT AS OTHERWISE EXPRESSLY PROVIDED IN THE PLAN, THE
PLAN SUPPLEMENT OR RELATED DOCUMENTS, OR FOR OBLIGATIONS ISSUED
PURSUANT TO THE PLAN, ALL PERSONS WHO HAVE HELD, HOLD, OR MAY HOLD
CLAIMS OR EQUITY INTERESTS THAT HAVE BEEN RELEASED OR DISCHARGED
PURSUANT TO THIS PLAN OR ARE SUBJECT TO EXCULPATION PURSUANT TO THIS
ARTICLE VII ARE PERMANENTLY ENJOINED, FROM AND AFTER THE EFFECTIVE
DATE, FROM TAKING ANY OF THE FOLLOWING ACTIONS AGAINST, AS
APPLICABLE, THE DEBTORS, THE REORGANIZED DEBTORS, OR THE RELEASED
PARTIES: (1) COMMENCING OR CONTINUING IN ANY MANNER ANY ACTION OR
OTHER PROCEEDING OF ANY KIND ON ACCOUNT OF OR IN CONNECTION WITH
OR WITH RESPECT TO ANY SUCH CLAIMS, CAUSES OF ACTION, OR EQUITY
INTERESTS; (2) ENFORCING, ATTACHING, COLLECTING, OR RECOVERING BY ANY
MANNER OR MEANS ANY JUDGMENT, AWARD, DECREE, OR ORDER AGAINST
SUCH RELEASED PARTIES ON ACCOUNT OF OR IN CONNECTION WITH OR WITH
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RESPECT TO ANY SUCH CLAIMS, CAUSES OF ACTION, OR EQUITY INTERESTS; (3)
CREATING, PERFECTING, OR ENFORCING ANY ENCUMBRANCE OF ANY KIND
AGAINST SUCH RELEASED PARTIES OR AGAINST THE PROPERTY OR ESTATES OF
SUCH RELEASED PARTIES ON ACCOUNT OF OR IN CONNECTION WITH OR WITH
RESPECT TO ANY SUCH CLAIMS, CAUSES OF ACTION, OR EQUITY INTERESTS; (4)
ASSERTING ANY RIGHT OF SETOFF, SUBROGATION, OR RECOUPMENT OF ANY
KIND AGAINST ANY OBLIGATION DUE FROM ANY OF THE DEBTORS,
REORGANIZED DEBTORS, OR NON-DEBTOR SUBSIDIARIES OR AGAINST THE
PROPERTY OR INTERESTS IN PROPERTY OF ANY OF THE DEBTORS,
REORGANIZED DEBTORS, OR NON-DEBTOR SUBSIDIARIES ON ACCOUNT OF OR IN
CONNECTION WITH OR WITH RESPECT TO ANY SUCH CLAIMS, CAUSES OF
ACTION, OR EQUITY INTERESTS; AND (5) COMMENCING OR CONTINUING IN ANY
MANNER ANY ACTION OR OTHER PROCEEDING OF ANY KIND ON ACCOUNT OF
OR IN CONNECTION WITH OR WITH RESPECT TO ANY SUCH CLAIMS, CAUSES OF
ACTION, OR EQUITY INTERESTS RELEASED, SETTLED, OR DISCHARGED
PURSUANT TO THE PLAN OR CONFIRMATION ORDER.

1. Limitations on Exculpations and Releases.

Notwithstanding anything contained herein to the contrary, the releases and
exculpation contained herein do not release any obligations of any party arising under this
Plan or any document, instrument or agreement (including those set forth in the First Lien
Exit Facility Documents, the New HERO Warrant Agreement and the Plan Supplement)
executed to implement the Plan.

J. Preservation of Insurance.

The Debtors’ discharge, exculpation and release, and the exculpation and release
in favor of the Released Parties, as provided herein, shall not, except as necessary to be
consistent with this Plan, diminish or impair the enforceability of any insurance policy that may
provide coverage for claims against the Debtors, the Reorganized Debtors, the Non-Debtor
Subsidiaries, their current and former directors and officers, or any other Person.

ARTICLE VIII.
DISTRIBUTIONS UNDER THE PLAN
A. Procedures for Treating Disputed Claims.
1. Filing Proofs of Claim. Holders of Claims need not file proofs of Claim

with the Court. In the event that a holder of a Claim elects to file a proof of Claim with the
Court, it will be deemed to have consented to the exclusive jurisdiction of the Court for all
purposes with respect to the determination, liquidation, allowance, or disallowance of such
Claim.

2. Disputed Claims. 1f the Debtors (with the consent of the Steering Group)
dispute any Claim as to which no proof of Claim has been filed, such dispute shall be
determined, resolved, or adjudicated, as the case may be, in a manner as if the Chapter 11 Cases
had not been commenced, provided, however, that the Reorganized Debtors may elect, with the
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consent of the Steering Group, to object under section 502 of the Bankruptcy Code to any proof
of Claim filed by or on behalf of a holder of a Claim.

3. Objections to Claims. Except insofar as a Claim is Allowed under the
Plan, the Debtors (with the consent of the Steering Group), the Reorganized Debtors, and any
other party in interest shall be entitled to object to Claims. Any objections to Claims other than
General Unsecured Claims shall be filed and served by the Claims Objection Deadline. Any
Claims other than General Unsecured Claims not objected to by the Claims Objection Deadline
shall be deemed Allowed unless such period is extended upon approval of the Bankruptcy Court.

Notwithstanding the foregoing, the Debtors, Reorganized Debtors, or any other
party with standing shall be entitled to dispute and/or otherwise object to any General Unsecured
Claim in accordance with applicable nonbankruptcy law. If the Debtors, Reorganized Debtors,
or any other party with standing dispute any General Unsecured Claim, such dispute shall be
determined, resolved, or adjudicated, as the case may be, in the manner as if the Chapter 11
Cases had not been commenced. In any action or proceeding to determine the existence,
validity, or amount of any General Unsecured Claim, any and all claims or defenses that could
have been asserted by the applicable Debtor(s) or the Entity holding such General Unsecured
Claim are preserved as if the Chapter 11 Cases had not been commenced.

4, Disallowance of Claims. Except as provided herein or otherwise
agreed, any and all proofs of Claim shall be deemed expunged from the claims register on
the Effective Date without any further notice to or action, order, or approval of the Court
and the Claim on which such proof of Claim was filed shall be determined, resolved, or
adjudicated, as the case may be, in the manner as if the Chapter 11 Cases had not been
commenced and shall survive the Effective Date as if the Chapter 11 Cases had not been
commenced.

B. Allowed Claims and Equity Interests.

1. Delivery of Distributions in General. Except as otherwise provided
herein, distributions under the Plan shall be made by the Reorganized Debtors (or their agent or
designee) to the holders of Allowed Claims and Allowed Equity Interests in all Classes for which
a distribution is provided in this Plan at the addresses set forth on the Schedules (if filed) or in
the Debtors’ books and records, as applicable, unless such addresses are superseded by proofs of
Claim or Equity Interests or transfers of Claim filed pursuant to Bankruptcy Rule 3001 by the
Record Date (or at the last known addresses of such holders if the Debtors or the Reorganized
Debtors have been notified in writing of a change of address).

2. Delivery of Distributions to Holders of Senior Notes Claims. Each Senior
Notes Indenture Trustee may, at the discretion of the Debtors (with the consent of the Steering
Group), be deemed to be the holder of all applicable Senior Notes Claims for purposes of
distributions to be made hereunder, and all distributions on account of each Senior Notes Claim
may be, at the discretion of the Debtors (with the consent of the Steering Group), made to the
applicable Senior Notes Indenture Trustee. If such distributions are made to the applicable
Senior Notes Indenture Trustee, as soon as practicable following compliance with the
requirements set forth in Article VIII of the Plan, the Senior Notes Indenture Trustees shall
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arrange to deliver or direct the delivery of such distributions to or on behalf of the holders of
Allowed Senior Notes Claims in accordance with the terms of the Senior Notes Indentures and
the Plan. Notwithstanding anything in the Plan to the contrary, and without limiting the
exculpation and release provisions of the Plan, the Senior Notes Indenture Trustees shall not
have any liability to any person with respect to distributions made or directed to be made by the
Senior Notes Indenture Trustees.

3. Distribution of Cash. Any payment of Cash by the Reorganized Debtors
pursuant to the Plan shall be made at the option and in the sole discretion of the Reorganized
Debtors by (i) a check drawn on, or (ii) wire transfer from, a domestic bank selected by the
Reorganized Debtors.

4. Unclaimed Distributions of Cash. Any distribution of Cash under the Plan
that is unclaimed after six (6) months after it has been delivered (or attempted to be delivered)
shall, pursuant to section 347(b) of the Bankruptcy Code, become the property of the
Reorganized Debtors notwithstanding any state or other escheat or similar laws to the contrary,
and the entitlement by the holder of such unclaimed Allowed Claim or Allowed Equity Interest
to such distribution or any subsequent distribution on account of such Allowed Claim or Allowed
Equity Interest shall be extinguished and forever barred.

5. Distributions of New HERO Common Stock and New HERO Warrants. On
or about the Effective Date, the Reorganized Debtors (or their agent or designee) shall distribute
(1) the Senior Notes Equity Distribution to the holders of the Senior Notes Claims, (ii) the
Shareholder Equity Distribution to the holders of Allowed HERO Equity Interests, and (iii) the
New HERO Warrants to the holders of Allowed HERO Equity Interests.

6. Unclaimed Distributions of New HERO Common Stock and New HERO
Warrants. Any distribution of New HERO Common Stock and New HERO Warrants under the
Plan that is unclaimed after six (6) months after it has been delivered (or attempted to be
delivered) shall be retained by the Reorganized Debtors, notwithstanding any state or other
escheat or similar laws to the contrary, and the entitlement by the holder of such Allowed Claim
or Allowed Equity Interest to such distribution or any subsequent distribution on account of such
Allowed Claim or Allowed Equity Interest shall be extinguished and forever barred.

7. Saturdays, Sundays, or Legal Holidays. If any payment, distribution or
act under the Plan is required to be made or performed on a date that is not a Business Day, then
the making of such payment or the performance of such act may be completed on the next
succeeding Business Day, and shall be deemed to have been completed as of the required date.

8. Fractional New HERO Common Stock and New HERO Warrants and De
Minimis Distributions. Notwithstanding any other provision in the Plan to the contrary, no
fractional shares of New HERO Common Stock or fractional New HERO Warrants shall be
issued or distributed pursuant to the Plan. Whenever any distribution of a fraction of a share of
New HERO Common Stock or a fractional New HERO Warrant would otherwise be required
under the Plan, the actual distribution made shall reflect a rounding of such fraction to the
nearest whole share or warrant (up or down), with half shares or warrants or less being rounded
down and fractions in excess of a half of a share or warrant being rounded up. No consideration
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will be provided in lieu of fractional shares that are rounded down. Fractional shares of New
HERO Common Stock or New HERO Warrants, as applicable, that are not distributed in
accordance with this Article VII.B.8 shall be cancelled. The Reorganized Debtors shall not be
required to, but may in their sole and absolute discretion, make any payment on account of any
Claim or Equity Interest in the event that the costs of making such payment exceeds the amount
of such payment.

9. Distributions to Holders of Claims:

(a) Initial Distribution to Claims Allowed as of the Effective Date. On
or as soon as reasonably practicable after the Effective Date, or as otherwise expressly set forth
in the Plan, the Reorganized Debtors (or their agent or designee) shall distribute Cash or
Collateral, as the case may be, to the holders of Allowed Claims as contemplated herein.

(b) Claims Allowed after the Effective Date. Each holder of a Claim
that becomes an Allowed Claim subsequent to the Effective Date shall receive the distribution to
which such holder of an Allowed Claim is entitled as set forth in Article III, and distributions to
such holder shall be made in accordance with the provisions of this Plan. As soon as practicable
after the date that the Claim becomes an Allowed Claim, the Reorganized Debtors shall provide
to the holder of such Claim the distribution (if any) to which such holder is entitled under this
Plan as of the Effective Date, without any interest to be paid on account of such Claim.

10. Special Rules for Distributions to Holders of Disputed Claims and
Disputed Equity Interests. Notwithstanding any provision otherwise in the Plan and except as
otherwise agreed to by the relevant parties, no partial payments and no partial distributions shall
be made with respect to a Disputed Claim or Disputed Equity Interest until all such disputes in
connection with such Disputed Claim or Disputed Equity Interest, respectively, have been
resolved by settlement or Final Order. In the event that there are Disputed Claims or Disputed
Equity Interests requiring adjudication and resolution, the Reorganized Debtors shall establish
appropriate reserves for potential payment of such Claims or Equity Interests. For the avoidance
of doubt, General Unsecured Claims are not subject to this Article VIII.B.9. If the Debtors,
Reorganized Debtors or any other party in interest dispute any General Unsecured Claim, such
dispute shall be governed by Article VIII.A.3 hereof.

11.  Interest on Claims and Equity Interests. Except as specifically provided
for in the Plan, no Claims or Equity Interests, Allowed or otherwise (including Administrative
Claims), shall be entitled, under any circumstances, to receive any interest on a Claim or Equity
Interests.

C. Allocation of Consideration.

The aggregate consideration to be distributed to the holders of Allowed Claims in
each Class under the Plan shall be treated as first satisfying an amount equal to the principal
amount of the Allowed Claim for such holders, and any remaining consideration as satisfying
accrued, but unpaid interest, as applicable.
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D. Estimation.

Prior to or after the Effective Date, the Debtors (with the consent of the Steering
Group) or the Reorganized Debtors, as applicable, may (but are not required to), at any time,
request that the Court estimate (i) any Disputed Claim pursuant to section 502(c) of the
Bankruptcy Code or (ii) any contingent or unliquidated Claim pursuant to section 502(c) of the
Bankruptcy Code, for any reason, regardless of whether the Debtors or the Reorganized Debtors
has previously objected to such Claim or whether the Court has ruled on any such objection. The
Court will retain jurisdiction to estimate any Claim at any time, including during proceedings
concerning any objection to such Claim. In the event that the Court estimates any Claim, such
estimated amount shall constitute either (i) the Allowed amount of such Claim, (ii) the amount
on which a reserve is to be calculated for purposes of any reserve requirement under the Plan or
(111) a maximum limitation on such Claim, as determined by the Court. If the estimated amount
constitutes the maximum limitation on such Claim, the Debtors (with the consent of the Steering
Group) or the Reorganized Debtors, as the case may be, may elect to object to any ultimate
allowance of such Claim. All of the aforementioned objection, estimation, and resolution
procedures are cumulative and not necessarily exclusive of one another.

E. Insured Claims.

If any portion of an Allowed Claim is an Insured Claim, no distributions under the
Plan shall be made on account of such Allowed Claim until the holder of such Allowed Claim
has exhausted all remedies with respect to any applicable insurance policies. To the extent that
the Debtors’ insurers agree to satisfy a Claim in whole or in part, then immediately upon such
agreement, the portion of such Claim so satisfied may be expunged without an objection to such
Claim having to be filed and without any further notice to or action, order or approval of the
Court.

ARTICLE IX.
RETENTION OF JURISDICTION

Notwithstanding the entry of the Confirmation Order and the occurrence of the
Effective Date, on and after the Effective Date, the Court shall retain exclusive jurisdiction over
all matters arising out of, or related to, the Chapter 11 Cases and the Plan pursuant to sections
105(a) and 1142 of the Bankruptcy Code, including jurisdiction:

(1) to resolve any matters related to (a) the assumption, assumption and
assignment, or rejection of any Executory Contract or Unexpired Lease to which one or more of
the Debtors or the Reorganized Debtors is party or with respect to which the Debtors or the
Reorganized Debtors may be liable and to hear, determine, and, if necessary, liquidate, any
Claims arising therefrom, including Cure Claims pursuant to section 365 of the Bankruptcy
Code; and (b) any dispute regarding whether a contract or lease is or was executory or expired;

(1))  to determine, adjudicate, or decide any other applications, adversary
proceedings, contested matters, and any other matters pending on the Effective Date;

(ii1)  to ensure that distributions to holders of Allowed Claims and Equity
Interests are accomplished as provided herein;
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(iv)  toresolve disputes as to the ownership of any Claim or Equity Interest;

(v) to allow, disallow, determine, liquidate, classify, estimate, or establish the
priority, secured or unsecured status, or amount of any Claim or Equity Interest, including the
resolution of any request for payment of any Administrative Claim and the resolution of any and
all objections to the secured or unsecured status, priority, amount, or allowance of Claims or
Equity Interests;

(vi)  to enter and implement such orders as may be appropriate in the event the
Confirmation Order is for any reason stayed, revoked, reversed, modified, or vacated;

(vil) to issue such orders in aid of execution of the Plan, to the extent
authorized by section 1142 of the Bankruptcy Code;

(viii) to consider any modifications of the Plan, to cure any defect or omission,
or to reconcile any inconsistency in any order of the Court, including the Confirmation Order;

(ix) to hear and determine all applications for compensation and
reimbursement of expenses of professionals under sections 330, 331, and 503(b) of the
Bankruptcy Code;

(x) to hear and determine disputes arising in connection with the
interpretation, implementation, consummation, or enforcement of the Plan, including the release
of the Guarantee Claims;

(xi)  to hear and determine any issue for which the Plan requires a Final Order
of the Court;

(xii)  to hear and determine matters concerning state, local, and federal taxes in
accordance with sections 346, 505, and 1146 of the Bankruptcy Code;

(xiii) to hear and determine disputes arising in connection with compensation
and reimbursement of expenses of professionals for services rendered during the period
commencing on the Petition Date through and including the Effective Date;

(xiv) to hear and determine any Causes of Action preserved under the Plan;

(xv) to hear and determine any matter regarding the existence, nature, and
scope of the Debtors’ discharge;

(xvi) to hear and determine any matter, case, controversy, suit, dispute, or Cause
of Action (i) regarding the existence, nature, and scope of the discharge, releases, injunctions,
and exculpation provided under the Plan, and (ii) enter such orders as may be necessary or
appropriate to implement such discharge, releases, injunctions, exculpations, and other
provisions;

(xvii) to enter a final decree closing the Chapter 11 Cases;
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(xviii) to issue injunctions, enter and implement other orders, or take such other
actions as may be necessary or appropriate to restrain interference by any entity with
consummation or enforcement of the Plan;

(xix) to adjudicate any and all disputes arising from or relating to distributions
under the Plan;

(xx)  to adjudicate any and all disputes arising from or relating to the First Lien
Exit Facility Subscription Procedures;

(xx1) to enforce all orders previously entered by the Court; and
(xxii) to hear any other matter not inconsistent with the Bankruptcy Code.

For the avoidance of doubt, the Court shall not retain exclusive jurisdiction with respect to the
following documents entered into by the Reorganized Debtors on or after the Effective Date:
(1) the First Lien Exit Facility Credit Agreement, (ii) the First Lien Exit Facility Documents, (iii)
the New HERO By-Laws, (iv) the New HERO Charter, (v) the amended organizational
documents for any of the Reorganized Debtors (other than Reorganized Hero), (vi) the New
HERO Warrant Agreement and (v) the New HERO Management Incentive Program
Agreements.

ARTICLE X.
EXECUTORY CONTRACTS AND UNEXPIRED LEASES

A. Assumption of Executory Contracts and Unexpired Leases.

Each Executory Contract and Unexpired Lease shall be deemed assumed, without
the need for any further notice to or action, order, or approval of the Bankruptcy Court, as of the
Effective Date under section 365 of the Bankruptcy Code. The assumption of Executory
Contracts and Unexpired Leases hereunder may include the assignment of certain of such
contracts to Debtors or Non-Debtor Subsidiaries. The Confirmation Order will constitute an
order of the Bankruptcy Court approving the above-described assumptions and assignments
pursuant to sections 365 and 1123 of the Bankruptcy Code as of the Effective Date.

Except as otherwise provided herein or agreed to by the Debtors, the Steering
Group, and the applicable counterparty, each assumed Executory Contract or Unexpired Lease
shall include all modifications, amendments, supplements, restatements, or other agreements
related thereto, and all rights related thereto, if any, including all easements, licenses, permits,
rights, privileges, immunities, options, rights of first refusal, and any other interests.
Modifications, amendments, supplements, and restatements to prepetition Executory Contracts
and Unexpired Leases that have been executed by the Debtors during the Chapter 11 Cases shall
not be deemed to alter the prepetition nature of the Executory Contract or Unexpired Lease or the
validity, priority, or amount of any Claims that may arise in connection therewith.
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B. Cure Claims.

At the election of the Debtors (with the consent of the Steering Group) or the
Reorganized Debtors, as applicable, any monetary defaults under each Executory Contract and
Unexpired Lease to be assumed under the Plan shall be satisfied pursuant to section 365(b)(1) of
the Bankruptcy Code in one of the following ways: (i) payment of the Cure Claim in Cash on or
as soon as reasonably practicable following the occurrence of (A) thirty (30) days after the
determination of the Cure Claim, and (B) the Effective Date or such other date as may be set by
the Court; or (ii) on such other terms as agreed to by the Debtors (with the consent of the
Steering Group) or the Reorganized Debtors and the non-Debtor counterparty to such Executory
Contract or Unexpired Lease.

In the event of a dispute pertaining to assumption or assignment, the Cure Claim
payments required by section 365(b)(1) of the Bankruptcy Code shall be made following the
entry of a Final Order or orders resolving the dispute and approving the assumption. No later
than the Plan Supplement Filing Date, to the extent not previously filed with the Court and
served on affected counterparties, the Debtors shall provide for notices (in form and substance
reasonably satisfactory to the Steering Group) of proposed assumption and proposed cure
amounts to be sent to applicable contract and lease counterparties, together with procedures for
objecting thereto and resolution of disputes by the Court (in form and substance reasonably
satisfactory to the Steering Group). Any objection by a contract or lease counterparty to a
proposed assumption or related cure amount must be filed, served, and actually received by the
Debtors and counsel to the Steering Group by the date on which objections to Confirmation are
due (or such other date as may be provided in the applicable assumption notice). Any
counterparty to an Executory Contract or Unexpired Lease that fails to object timely to the
proposed assumption or cure amount will be deemed to have assented to such assumption or cure
amount.

The only adequate assurance of future performance shall be the promise of the
Reorganized Debtors to perform all obligations under any executory contract or unexpired lease
under this Plan.

ASSUMPTION OF ANY EXECUTORY CONTRACT OR UNEXPIRED
LEASE PURSUANT TO THE PLAN OR OTHERWISE SHALL RESULT IN THE FULL
RELEASE AND SATISFACTION OF ANY CLAIMS OR DEFAULTS, WHETHER
MONETARY OR NONMONETARY, INCLUDING DEFAULTS OF PROVISIONS
RESTRICTING THE CHANGE IN CONTROL OR OWNERSHIP INTEREST
COMPOSITION OR OTHER BANKRUPTCY-RELATED DEFAULTS, ARISING
UNDER ANY ASSUMED EXECUTORY CONTRACT OR UNEXPIRED LEASE AT
ANY TIME BEFORE THE DATE ANY OF THE DEBTORS OR THE REORGANIZED
DEBTORS ASSUMES SUCH EXECUTORY CONTRACT OR UNEXPIRED LEASE.
ANY PROOFS OF CLAIM FILED WITH RESPECT TO AN EXECUTORY
CONTRACT OR UNEXPIRED LEASE THAT HAS BEEN ASSUMED SHALL BE
DEEMED DISALLOWED AND EXPUNGED, WITHOUT FURTHER NOTICE TO OR
ACTION, ORDER OR APPROVAL OF THE COURT.
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Obligations arising under insurance policies assumed by any of the Debtors
before the Effective Date shall be adequately protected in accordance with any order authorizing
such assumption.

C. Reservation of Rights.

Nothing contained in the Plan shall constitute an admission by the Debtors that
any such contract or lease is in fact an Executory Contract or Unexpired Lease or that any
Reorganized Debtor has any liability thereunder. If there is a dispute regarding whether a
contract or lease is or was executory or unexpired at the time of assumption, the Debtors (with
the consent of the Steering Group) or the Reorganized Debtors, as applicable, shall have 45 days
following entry of a Final Order resolving such dispute to alter their treatment of such contract or
lease., in which case the deemed assumptions and rejections provided for in the Plan shall not
apply to such contract or lease.

D. Assignment.

Any Executory Contract or Unexpired Lease to be held by any of the Debtors or
the Reorganized Debtors and assumed hereunder or otherwise in the Chapter 11 Cases, if not
expressly assigned to a third party previously in the Chapter 11 Cases, will be deemed assigned
to the applicable Reorganized Debtor pursuant to section 365 of the Bankruptcy Code. If an
objection to a proposed assumption, assumption and assignment, or Cure Claim is not resolved in
favor of the Debtors before the Effective Date, the applicable Executory Contract or Unexpired
Lease may be designated by the Debtors (with the consent of the Steering Group) or the
Reorganized Debtors for rejection within five (5) Business Days of the entry of the order of the
Court resolving the matter against the Debtors. Such rejection shall be deemed effective as of the
Effective Date.

E. Insurance Policies.

Notwithstanding anything in this Plan to the contrary, all of the Debtors’
insurance policies and any agreements, documents or instruments relating thereto, are treated as
and deemed to be Executory Contracts under the Plan. On the Effective Date, the Debtors shall
be deemed to have assumed all insurance policies and any agreements, documents, and
instruments related thereto.

F. Post-Petition Contracts and Leases.

All contracts, agreements, and leases that were entered into by one or more of the
Debtors or assumed by any of the Debtors after the Petition Date shall be deemed assigned by
the applicable Debtor(s) to the applicable Reorganized Debtor(s) on the Effective Date.
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ARTICLE XI.
EFFECTIVENESS OF THE PLAN

A. Conditions Precedent to Effectiveness.

The Plan shall not become effective unless and until the Confirmation Date has
occurred and the following conditions have been satisfied in full or waived in accordance with
Article X.B:

1. the Confirmation Order entered by the Court shall be in form and
substance consistent with the Restructuring Support Agreement or otherwise reasonably
satisfactory to the Debtors and the Steering Group;

2. the Confirmation Order shall not have been stayed, modified, or vacated
on appeal;

3. the Definitive Documents (as such term is defined in the Restructuring
Support Agreement) shall be in form and substance consistent with the Restructuring Support
Agreement and otherwise reasonably satisfactory to the Debtors and the Steering Group;

4. all actions, documents, certificates, and agreements necessary to
implement the Plan shall have been effected or executed and delivered to the required parties
and, to the extent required, filed with the applicable Governmental Units in accordance with
applicable laws;

5. all authorizations, consents, and regulatory approvals required (if any) for
the Plan’s effectiveness shall have been obtained;

6. the Reorganized Debtors shall have executed the First Lien Exit Facility
Credit Agreement and all other First Lien Exit Facility Documents, and all conditions precedent
to effectiveness of the First Lien Exit Facility shall have been satisfied or waived in accordance
with the terms of the First Lien Exit Facility;

7. (1) the Restructuring Support Agreement shall not have been terminated in
accordance with the terms thereof, and such Restructuring Support Agreement shall be in full
force and effect, and (i1) all conditions to closing set forth in the Restructuring Support
Agreement shall have been satisfied.

8. since the date of entry into the Restructuring Support Agreement, there
shall not have been a Material Adverse Change;

0. the assets related to the Highlander, including all contracts related thereto,
shall be owned in the same Non-Debtor Subsidiaries that owned such assets prior to the Petition
Date. Since the date of entry into the Restructuring Support Agreement, such Non-Debtor
Subsidiaries shall have engaged in no other business other than the ownership of such assets and
shall not have incurred any other obligations other than those directly related to the ownership of
such assets; and
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10.  all unpaid reasonable fees, expenses, costs, and other charges of the
Steering Group’s professionals (including the fees, expenses, costs and other charges of Akin
Gump Strauss Hauer & Feld LLP and Blackstone Advisory Partners L.P.) shall have been paid
pursuant to the applicable fee letters of such professionals.

B. Waiver of Conditions Precedent to Effectiveness.

The Debtors, with the written consent of the Steering Group, may waive
conditions set forth in Article XI.A above at any time without leave of or order of the Court and
without any formal action.

C. Effect of Failure of Conditions.

In the event that the Effective Date does not occur on or before fifteen (15) days
after the Confirmation Date, but in no event later than November 7, 2015, upon notification
submitted by the Debtors (with the consent of the Steering Group) to the Court: (i) the
Confirmation Order may be vacated, (ii) no distributions under the Plan shall be made; (iii) the
Debtors and all holders of Claims and Equity Interests shall be restored to the status quo ante as
of the day immediately preceding the Confirmation Date as though the Confirmation Date had
never occurred; and (iv) the Debtors’ obligations with respect to the Claims and Equity Interests
shall remain unchanged and nothing contained in the Plan shall constitute or be deemed a waiver,
release, or discharge of any Claims or Equity Interests by or against the Debtors or any other
person or to prejudice in any manner the rights of the Debtors or any person in any further
proceedings involving the Debtors unless extended by Court order.

D. Vacatur of Confirmation Order.

If a Final Order denying confirmation of the Plan is entered, or if the
Confirmation Order is vacated, then the Plan shall be null and void in all respects, and nothing
contained in the Plan shall: (i) constitute a waiver, release, or discharge of any Claims, Guarantee
Claims, or Equity Interests; (ii) prejudice in any manner the rights of the holder of any Claim,
Guarantee Claim, or Equity Interest; (iii) prejudice in any manner any right, remedy, or claim of
the Debtors or the Non-Debtor Subsidiaries; or (iv) be deemed an admission against interest by
the Debtors or the Non-Debtor Subsidiaries.

E. Modification of the Plan.

Subject to the limitations contained in the Plan, and subject to the terms of the
Restructuring Support Agreement, (i) the Debtors reserve the right (with the consent of the
Steering Group), in accordance with the Bankruptcy Code and the Bankruptcy Rules, to amend
or modify the Plan prior to the entry of the Confirmation Order, including amendments or
modifications to satisfy section 1129(b) of the Bankruptcy Code, and (ii) after entry of the
Confirmation Order, with the consent of the Steering Group, the Debtors or the Reorganized
Debtors, as the case may be, may, upon order of the Court, amend or modify the Plan, in
accordance with section 1127(b) of the Bankruptcy Code. Notwithstanding the foregoing, the
Confirmation Order shall authorize the Debtors (with the consent of the Steering Group) or the
Reorganized Debtors, as the case may be, to make appropriate technical adjustments, remedy any
defect or omission, or reconcile any inconsistencies in the Plan, the documents included in the
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Plan Supplement, any and all exhibits to the Plan, and/or the Confirmation Order, as may be
necessary to carry out the purposes and effects of the Plan, provided, however, that such action
does not materially and adversely affect the treatment of holders of Allowed Claims or Equity
Interests pursuant to the Plan.

F. Revocation, Withdrawal, or Non-Consummation.

1. Right to Revoke or Withdraw. The Debtors (with the consent of the
Steering Group) reserve the right to revoke or withdraw the Plan at any time before the Effective
Date; provided, however, that this provision shall have no impact on the rights of the Steering
Group, as set forth in the Restructuring Support Agreement, in respect of any such revocation or
withdrawal.

2. Effect of Withdrawal, Revocation, or Non-Consummation. If the Debtors
revoke or withdraw the Plan prior to the Effective Date, or if the Confirmation Date or the
Effective Date does not occur, the Plan, any settlement or compromise embodied in the Plan
(including the fixing or limiting to an amount certain any Claim or Equity Interest or Class of
Claims or Equity Interests), the assumption or rejection of Executory Contracts, Unexpired
Leases or benefit plans effected by the Plan, any release, exculpation, or indemnification
provided for in the Plan, and any document or agreement executed pursuant to the Plan shall be
null and void. In such event, nothing contained herein, and no acts taken in preparation for
consummation of the Plan shall be deemed to constitute a waiver or release of any Claims by or
against or Equity Interests in the Debtors or any other Person, to prejudice in any manner the
rights of the Debtors or any Person in any further proceedings involving the Debtors, or to
constitute an admission of any sort by the Debtors or any other Person.

ARTICLE XII.
MISCELLANEOUS PROVISIONS

A. Immediate Binding Effect.

Notwithstanding Bankruptcy Rules 3020(e), 6004(h), 7062, or otherwise, upon
the occurrence of the Effective Date, the terms of the Plan shall be immediately effective and
enforceable and deemed binding upon the Debtors, the Reorganized Debtors, and any and all
holders of Claims or Equity Interests (irrespective of whether such Claims or Equity Interests are
deemed to have accepted the Plan), all Entities that are parties to or are subject to the settlements,
compromises, releases, discharges, and injunctions described in the Plan, each Entity acquiring
property under the Plan, and any and all non-Debtor parties to Executory Contracts and
Unexpired Leases with any of the Debtors. The rights, benefits and obligations of any Entity
named or referred to in the Plan shall be binding on, and shall inure to the benefit of, any heir,
executor, administrator, successor or assign of such Entity.

B. Governing Law.

Unless a rule of law or procedure is supplied by federal law (including the
Bankruptcy Code and Bankruptcy Rules), the laws of the State of Delaware (without reference to
the conflicts of laws provisions thereof that would require or permit the application of the law of
another jurisdiction) shall govern the construction and implementation of the Plan and any
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agreements, documents, and instruments executed in connection with the Plan, unless otherwise
specified.

C. Filing or Execution of Additional Documents.

On or before the Effective Date or as soon thereafter as is practicable, the Debtors
or the Reorganized Debtors shall (on terms materially consistent with the Plan) file with the
Court or execute, as appropriate, such agreements and other documents as may be necessary or
appropriate to effectuate and further evidence the terms and conditions of the Plan, which
agreements and documents shall be in form and substance reasonably satisfactory to the Steering
Group.

D. Term of Injunctions or Stays.

All injunctions or stays provided for in the Chapter 11 Cases under sections 105
or 362 of the Bankruptcy Code, or otherwise, and in existence on the Confirmation Date, shall
remain in full force and effect until the Effective Date.

E. Withholding and Reporting Requirements.

In connection with the Plan and all instruments issued in connection therewith and
distributions thereon, the Reorganized Debtors shall comply with all withholding and reporting
requirements imposed by any United States federal, state, local, or non-U.S. taxing authority and
all distributions hereunder shall be subject to any such withholding and reporting requirements.
Notwithstanding any provision in the Plan to the contrary, the Reorganized Debtors shall be
authorized to take all actions necessary or appropriate to comply with such withholding and
reporting requirements, including liquidating a portion of the distribution to be made under the
Plan to generate sufficient funds to pay applicable withholding taxes, withholding distribution
pending receipt of information necessary or appropriate to facilitate such distributions, or
establishing any other mechanisms they believe are reasonable and appropriate.

F. Exemption From Transfer Taxes.

Pursuant to, and to the fullest extent permitted by, section 1146(a) of the
Bankruptcy Code, all transfers of property pursuant hereto, including (i) the issuance, transfer, or
exchange under the Plan of New HERO Common Stock, the New HERO Warrants, the New
HERO Management Incentive Program Equity, and the security interests in favor of the lenders
under the First Lien Exit Facility, (ii) the making or assignment of any lease or sublease, or (iii)
the making or delivery of any other instrument whatsoever, in furtherance of or in connection
with the Plan, shall not be subject to any stamp, conveyance, mortgage, sales or use, real estate
transfer, recording, or other similar tax or governmental assessment, and upon entry of the
Confirmation Order, the appropriate state or local governmental officials or agents shall forgo
the collection of any such tax or governmental assessment and accept for filing and recordation
any of the foregoing instruments or other documents without the payment of any such tax,
recordation fee, or governmental assessment.
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G. Plan Supplement.

All exhibits and documents included in the Plan Supplement are incorporated into
and are a part of the Plan as if set forth in full in the Plan. The documents contained in the Plan
Supplement shall be available online at www.pacer.gov and cases.primeclerk.com/hercules.
Holders of Claims or Equity Interests may obtain a copy of the Plan Supplement upon written
request to counsel to the Debtors. The Debtors reserve the right, in accordance with the terms
hereof, and with the consent of the Steering Group, to modify, amend, supplement, restate, or
withdraw any part of the Plan Supplement after they are filed and shall promptly make such
changes available online at www.pacer.gov and cases.primeclerk.com/hercules.

H. Notices.

All notices, requests, and demands hereunder to be effective shall be made in
writing or by e-mail, and unless otherwise expressly provided herein, shall be deemed to have
been duly given when actually delivered or, in the case of notice by facsimile transmission, when
received and telephonically confirmed. Each of such notices shall be addressed as follows:

1. To the Debtors: Hercules Offshore Inc., 9 Greenway Plaza, Suite
2200, Houston, TX 77046, Attn: Beau M. Thompson, General Counsel, Tel.: (713) 350-8301,
Fax: (713) 350-5109, with a copy to (i) Baker Botts LLP, 30 Rockefeller Plaza, New York, NY
10112, Attn: Emanuel C. Grillo, Esq., Tel.: (212) 892-4000, Fax: (212) 408-2500, e-mail:
emanuel.grillo@bakerbotts.com; and (ii) Baker Botts LLP, 2001 Ross Avenue, Dallas, Texas
75201, Attn: C. Luckey McDowell, Esq., Tel.: (214) 953-6500, Fax: (214) 953-6503, e-mail:
luckey.mcdowell@bakerbotts.com.

2. To the Steering Group: Akin Gump Strauss Hauer & Feld LLP,
One Bryant Park, Bank of America Tower, New York, NY 10036-6745 Attn: Arik Preis, Esq.
and Michael S. Stamer, Esq., Tel: (212) 872-1000, Fax: (212) 872-1002, e-
mail: apreis@akingump.com and mstamer@akingump.com.

3. To the U.S. Trustee: (1) if by mail to: Office of The United States
Trustee, 844 King Street, Suite 2207, Lockbox 35, Wilmington, DE 19801, Tel.: (302) 573-6491,
Fax: (302) 573-6497.

1. Conflicts.

The terms of the Plan shall govern in the event of any inconsistency between the
Plan and the Disclosure Statement. In the event of any inconsistency with the Plan and the
Confirmation Order, the Confirmation Order shall govern with respect to such inconsistency.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Dated: July 13, 2015

Active 19363071.16

HERCULES OFFSHORE INC.
on behalf of itself and all other Debtors

By:/s/ John Rynd

Name: John Rynd
Title: Chief Executive Officer and President
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EXHIBIT B TO THE DISCLOSURE STATEMENT

RESTRUCTURING SUPPORT AGREEMENT
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THIS RESTRUCTURING SUPPORT AGREEMENT IS NOT AN OFFER WITH
RESPECT TO ANY SECURITIES OR A SOLICITATION OF VOTES WITH RESPECT
TO A CHAPTER 11 PLAN OF REORGANIZATION. ANY SUCH OFFER OR
SOLICITATION WILL COMPLY WITH ALL APPLICABLE SECURITIES LAWS
AND/OR, AS APPLICABLE, PROVISIONS OF THE BANKRUPTCY CODE.

RESTRUCTURING SUPPORT AGREEMENT
by and among
HERCULES OFFSHORE, INC. AND ITS DOMESTIC SUBSIDIARIES
and
THE UNDERSIGNED CREDITOR PARTIES

dated as of June 17, 2015




Case 15-11685-KJC Doc 16-2 Filed 08/13/15 Page 3 of 95

RESTRUCTURING SUPPORT AGREEMENT

This RESTRUCTURING SUPPORT AGREEMENT (as the same may be
amended, modified or supplemented from time to time in accordance with the terms hereof and
including all exhibits annexed hereto which are incorporated by reference herein, this “RSA” or
this “Agreement”), dated as of June 17, 2015, is entered into by and among (x) Hercules
Offshore, Inc., a Delaware corporation (“HERO” or the “Company”), and each of the
undersigned direct and indirect U.S. subsidiaries of the Company (the “Debtor Subsidiaries,” and
together with the Company, the “Debtors”) and (y) each of the undersigned supporting
noteholders, severally and not jointly (each a “Steering Group Member” and collectively, the
“Steering Group”). Each of the Debtors and the Steering Group Members is referred to herein
individually as a “Party”, and collectively as the “Parties”.

WHEREAS, HERO and its majority-owned subsidiaries provide shallow-water
drilling and marine services to the oil and natural gas exploration and production industry
globally through its domestic offshore, international offshore and international liftboats
segments;

WHEREAS, the Debtors are obligors under certain senior notes in the aggregate
outstanding principal amount of $1.2 billion (collectively, the “Senior Notes”), described
generally as follows:

Issuance Principal Balance at March 31, 2015
8.75% Senior Notes, due July 2021 (the | $400.0 million

“8.75% Senior Notes™)

7.5% Senior Notes, due October 2021 (the | $300.0 million

“7.50% Senior Notes™)

6.75% Senior Notes, due April 2022 (the | $300.0 million

“6.75% Senior Notes™)

10.25% Senior Notes, due April 2019 (the | $200.0 million

“10.25% Senior Notes™)

WHEREAS, the Debtors are also obligors under certain other notes in the
aggregate outstanding principal amount of $10.9 million, at March 31, 2015, described generally
as follows: (a) $7.4 million of outstanding 3.375% Convertible Senior Notes, due June 2038 (the
“Convertible Notes™) and (b) $3.5 million of 7.375% Senior Notes, due April 2018 (the “Legacy
Notes” and together with the Convertible Notes, the “Historical Notes™);

WHEREAS, the Debtors and the Steering Group Members have negotiated, in
good faith and at arms’ length, a transaction that will effectuate a financial restructuring of the
Debtors’ capital structure and financial obligations, on the terms and conditions set forth in the
Term Sheet (each as defined below) (the “Restructuring”) that is to be implemented in voluntary
cases commenced by the Debtors under Chapter 11 of the United States Bankruptcy Code, 11
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U.S.C. §§ 101 et seq. (the “Bankruptcy Code”), before the United States Bankruptcy Court for
the District of Delaware (the “Bankruptcy Court”), on a consensual basis pursuant to a joint
chapter 11 plan of reorganization to be confirmed under Chapter 11 of the Bankruptcy Code, the
terms and conditions of which will be on the terms described in the term sheet which is attached
hereto as Exhibit A (including any annexes and schedules attached thereto, the “Term Sheet”),
and, if not specified in the Term Sheet, that is otherwise in form and substance reasonably
satisfactory to the Steering Group (the “Plan”);

WHEREAS, the Parties intend to implement the Restructuring through a “pre-
packaged” or “pre-negotiated” plan of reorganization, as the case may be, and in connection
therewith, the Debtors have agreed, subject to the terms and conditions of this Agreement, (i) to
prepare a disclosure statement containing “adequate information” (as that term is used in the
Bankruptcy Code) with respect to the Plan and the Term Sheet and otherwise in form and
substance reasonably satisfactory to the Steering Group (the “Disclosure Statement”), (ii) in the
case of a pre-packaged plan of reorganization (such plan, in form and substance reasonably
satisfactory to the Steering Group, the “Pre-Pack Plan”), to solicit acceptances of the Pre-Pack
Plan from the holders of Senior Notes in accordance with applicable non-bankruptcy law, as
permitted under sections 1125(g) and 1126(b) of the Bankruptcy Code, or, in the case of a pre-
negotiated plan of reorganization (such plan, in form and substance reasonably satisfactory to the
Steering Group, the “Pre-Negotiated Plan”), to obtain approval of the Disclosure Statement by
the Bankruptcy Court and thereafter to solicit acceptances of the Pre-Negotiated Plan from the
holders of Senior Notes in accordance with orders of the Bankruptcy Court, (iii) to prepare and
file, in any case(s) filed under Chapter 11 of the Bankruptcy Code (the “Chapter 11 Cases”), the
Plan and the Disclosure Statement; and (iv) to use commercially reasonable efforts to have the
Plan confirmed by the Bankruptcy Court and consummated thereafter;

WHEREAS, the Steering Group, who collectively hold more than 66 2/3% of the
outstanding principal balance of the Senior Notes, have agreed, subject to the receipt of a
Disclosure Statement, to vote in favor of and not oppose, the Restructuring and the Plan on the
terms and subject to the conditions set forth herein; and

WHEREAS, the Parties desire to express to each other their mutual support and
commitment in respect of the Restructuring and the Plan pursuant to a Pre-Pack Plan or Pre-
Negotiated Plan on the terms and conditions contained in this RSA and the attached Term Sheet.

AGREEMENT

NOW, THEREFORE, in consideration of the covenants and agreements
contained herein, and for other valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, each Party, intending to be legally bound hereby, agrees as follows:

1. Incorporation of Term Sheet and Definitions; Interpretation.

The Term Sheet is expressly incorporated herein by reference and is made part of
this Agreement. All references herein to “this Agreement”, “this RSA” or “herein” shall include
the Term Sheet. The general terms and conditions of the Restructuring, as supplemented by the
terms and conditions of this Agreement, are set forth in the Term Sheet. In the event the terms
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and conditions as set forth in the Term Sheet and this Agreement are inconsistent, the terms and
conditions as set forth in this Agreement shall govern. Capitalized terms used and not defined in
this Agreement shall have the meaning ascribed to them in the Term Sheet.

In this RSA, unless the context otherwise requires:

a.

words importing the singular also include the plural, and references to one
gender include all genders;

the headings in this RSA are inserted for convenience only and do not affect
the construction of this RSA and shall not be taken into consideration in its
interpretation;

the words “hereof,” “herein” and ‘“hereunder” and words of similar import
when used in this RSA shall refer to this RSA as a whole and not to any
particular provision of this RSA;

99 C6s

the words “include,” “includes,” and “including” shall be deemed to be
followed by the phrase “without limitation.” The word “or” is not exclusive;

all financial statement accounting terms not defined in this RSA shall have the
meanings determined by United States generally accepted accounting
principles as in effect on the date of this RSA;

references to any governmental entity or any governmental department,
commission, board, bureau, agency, regulatory authority, instrumentality, or
judicial or administrative body, in any jurisdiction shall include any successor
to such entity.

2. Effectiveness:; Entire Agreement.

a.

This Agreement shall become effective as to the Company and each
individual Steering Group Member upon the execution and delivery of
counterpart signature pages to this Agreement by and among (i) the Steering
Group Members that together own and hold with the power to vote Senior
Note claims equal to at least 66 2/3% of the aggregate principal outstanding
under the Senior Notes, as reflected on Schedule 2 hereto, and (ii) the
Company (such date, the “RSA Effective Date”).

Without limiting the rights and remedies of any Party arising from a breach of
this RSA prior to its valid termination, if this RSA is validly terminated in
accordance with its terms, then this RSA shall be null and void and have no
further legal effect and none of the Parties shall have any liability or
obligation arising under or in connection with this RSA.

Each of the exhibits attached hereto is expressly incorporated herein and made
a part of the RSA, and all references to this RSA shall include the exhibits. In
the event of any inconsistency between this RSA (without reference to the



Case 15-11685-KJC Doc 16-2 Filed 08/13/15 Page 6 of 95

exhibits) and the exhibits, this RSA (without reference to the exhibits) shall
govern.

With the exception of non-disclosure and confidentiality agreements among
the Parties, this RSA (including the Term Sheet) constitute the entire
agreement of the Parties with respect to the subject matter hereof and
supersede all prior agreements (oral and written) and all other prior
negotiations.

3. Mutual Covenants of All Parties.

For so long as this RSA has not been validly terminated in its entirety in
accordance with its terms, and subject to the terms and conditions of this Agreement, the Parties
agree severally and not jointly (in the case of any Steering Group Member, so long as it remains
the legal owner, beneficial owner and/or investment advisor or manager of or with power and/or
authority to bind any Senior Notes claims (provided that any transfer of Senior Notes claims is
made in accordance with Section 9 herein)) to use reasonable best efforts to complete the
Restructuring through the Plan within the timeframe contemplated by this Agreement and on
terms and conditions consistent with those set forth herein. For so long as this RSA has not been
validly terminated in accordance with its terms, each Party hereby agrees and covenants
severally (but not jointly) to:

a.

cooperate with each other in good faith and coordinate their activities in
connection with (i) the implementation of the Restructuring and (ii)
confirmation and consummation of the Plan, in each case as soon as
reasonably practicable;

use reasonable best efforts and work in good faith to negotiate definitive
documents implementing, achieving and relating to the Restructuring,
including, but not limited to, (i) the Disclosure Statement, the Plan, the order
of the Bankruptcy Court confirming the Plan (such order, in form and
substance reasonably satisfactory to the Steering Group, the “Confirmation
Order”), the plan supplement and its exhibits, solicitation procedures, the First
Lien Exit Facility and related loan documents, the new management incentive
plan, the organizational and governance documents (including, without
limitation, the organizational and governance documents for the reorganized
Company), and the warrants; and (i1) such other related plan documents and
ancillary agreements required to implement the Restructuring, the Plan and
Disclosure Statement, each of which are more specifically described in the
Term Sheet and shall contain terms and conditions consistent in all respects
with the Term Sheet and, if not specified in the Term Sheet, otherwise in form
and substance reasonably satisfactory to the Steering Group and the Debtors
(collectively, such documents, in form and substance reasonably satisfactory
to the Steering Group, the “Definitive Documents™); and (ii) execute (to the
extent they are a party thereto) the Definitive Documents and otherwise
support and seek to effect the actions and transactions contemplated thereby,
in each case as soon as reasonably practicable;
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c. use their reasonable best efforts to negotiate and execute all Definitive
Documents reasonably necessary or otherwise required (A) to commence
solicitation, in the case of a Pre-Packaged Case (as defined in the Term
Sheet), for the Pre-Pack Plan as promptly as possible following the RSA
Effective Date and, in any case, no later than July 8, 2015 (the “Solicitation
Documents Outside Completion Date™); or (B) to commence a Pre-Negotiated
Case (as defined in the Term Sheet), if applicable, no later than July 8§, 2015;

d. take such action as may be reasonably necessary to carry out the purposes and
intent of this Agreement;

e. not take any action that is inconsistent with, or is intended to frustrate, delay
or impede the timely approval and confirmation of the Plan and
consummation of the transactions described in the Term Sheet and the Plan;

f. to the extent any legal or structural impediment arises that would prevent,
hinder, or delay the consummation of the transactions contemplated herein,
negotiate in good faith appropriate additional or alternative provisions to
address any such impediment;

g. comply with all of its obligations under this RSA and the exhibits annexed
hereto (which exhibits are incorporated herein by reference) unless
compliance is waived in writing by each of the other Parties; and

h. support and use reasonable best efforts to (A) complete the Restructuring and
all transactions contemplated under this Agreement, including, without
limitation, those described in the Term Sheet (and the Plan) as soon as
reasonably practicable, and in any event, not later than in accordance with the
deadlines specified in the milestones set forth in Schedule 1 to the Term Sheet
(collectively, as the same may be modified in accordance with the terms of
this Agreement, the “Milestones”), (B) take any and all reasonably necessary
actions in furtherance of the Restructuring and the transactions contemplated
under this Agreement, including, without limitation, as set forth in the Term
Sheet (and once filed, the Plan), and (C) obtain (solely as it relates to such
Party) any and all required regulatory and/or third party approvals necessary
to consummate the Restructuring.

4. Additional Covenants of the Steering Group Members.

For so long as this RSA has not been validly terminated in its entirety in
accordance with its terms, each Steering Group Member (solely on its own behalf and not on
behalf of any other holder of Senior Note claims) hereto agrees and covenants severally (but not
jointly), so long as it remains the legal owner, beneficial owner and/or investment advisor or
manager of or with power and/or authority to bind any Senior Notes claims (provided that any
transfer of Senior Notes claims is made in accordance with Section 9 herein), to:

a. not, directly or indirectly, (i) object to, delay, impede, or take any other action
to interfere with the acceptance, implementation, confirmation or
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consummation of the Restructuring and the Plan; (ii) seek, solicit, support,
encourage, or vote any Claims for, or consent to any restructuring or
reorganization for any of the Debtors that is inconsistent with the Term Sheet
and the Plan in any respect; (iii) commence or support any action filed by any
party in interest to appoint a trustee, conservator, receiver, or examiner for the
Debtors, or to dismiss the Chapter 11 Cases, or to convert the Chapter 11
Cases to cases under Chapter 7 of the Bankruptcy Code; (iv) commence or
support any action or proceeding to shorten or terminate the period during
which only the Debtors may propose and/or seek confirmation of a plan of
reorganization; or (v) otherwise support any plan or sale process that is
inconsistent with the RSA;

b. (i) not instruct an agent or indenture trustee for any of the Senior Notes to take
any action that is inconsistent with the terms and conditions of this RSA,
including, without limitation, the declaration of an event of default, or
acceleration of the Senior Notes arising from, relating to, or in connection
with the execution of this Agreement and (ii) at the request of the Company,
waive or agree to forbear from exercising any right to take any action in
respect of any default or acceleration that may occur automatically without
action of any party as a result of the operation of the indentures governing the
Senior Notes;

c. (i) if the Debtors seek approval or ratification of the Disclosure Statement, the
solicitation and the solicitation procedures (such procedures, in form and
substance satisfactory to the Steering Group (the “Solicitation Procedures”),
or any of the Definitive Documents, for any reason, from the Bankruptcy
Court or any regulatory authority, not to object to such approval or
ratification, (i1) neither oppose nor object to the Disclosure Statement, the
solicitation and the Solicitation Procedures, or any of the Definitive
Documents, (iii) neither join in nor support any objection to the Disclosure
Statement, the solicitation and the Solicitation Procedures, any of the
Definitive Documents, or the Plan, or (iv) otherwise commence any
proceeding to oppose or alter any of the terms of the Plan or any other
document filed by Debtors (to the extent such document is in form and
substance reasonably satisfactory to the Steering Group) in connection with
the confirmation and consummation of the Plan;

d. (i) vote, and cause its controlled affiliates and funds, as appropriate, to vote
each of its Senior Note claims and, as applicable, any other voting claims
against the Debtors, to accept the Plan by delivering its duly executed and
completed ballot accepting the Plan on a timely basis following the
commencement of the solicitation and its actual receipt of the Disclosure
Statement and related solicitation materials that meet the requirements of the
Bankruptcy Code, including (A) in the case of a Pre-Negotiated Plan,
Bankruptcy Code section 1125, and (B) in the case of a Pre-Pack Plan,
Bankruptcy Code sections 1125 and 1126; and (ii) to the extent such election
is available, not elect on its ballot to preserve claims, if any, that each Steering
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Group Member may own or control that may be affected by any releases
expressly contemplated by the Plan; and

e. not change or withdraw (or cause to be changed or withdrawn) such vote.

5. Additional Covenants of the Debtors.

For so long as this RSA has not been validly terminated in its entirety in
accordance with its terms, the Debtors agree and covenant to:

a. use reasonable best efforts to obtain approval by the Bankruptcy Court of the
Disclosure Statement and the Solicitation Procedures and entry of the
Confirmation Order;

b. take no action that is materially inconsistent with this Agreement, the Term Sheet,
or the Plan, or that would potentially delay approval or ratification, as applicable,
of the Disclosure Statement, the solicitation and Solicitation Procedures, or
confirmation and consummation of the Plan;

c. not directly or indirectly (A) join in or support any alternative plan or transaction
other than the Plan; or (B) take any action to alter, delay, or impede the approval
or ratification, as applicable, of the Disclosure Statement, the solicitation and
Solicitation Procedures, and confirmation and consummation of the Plan; and

d. object to any motion to approve or confirm, as applicable, any other plan of
reorganization, sale transaction, or any motions related thereto, to the extent that
the terms of any such motions, documents, or other agreements are inconsistent
with this RSA or the Term Sheet and such inconsistencies were not approved in
writing by the Steering Group;

e. pay the reasonable and documented fees and expenses of Akin Gump Strauss
Hauer & Feld LLP and Blackstone Advisory Partners L.P. incurred in accordance
with the applicable fee letters, as incurred by the Steering Group until the earlier
of (x) the termination of this Agreement in accordance with the terms hereof and
in accordance with the terms of such letters and (y) the effective date of the Plan.

6. Preservation of Participation Rights. For the avoidance of doubt, nothing in
this RSA shall limit any rights of any Party, subject to applicable law, the Plan, and the Term
Sheet, to (a) appear and participate as a party in interest in any contested matter to be adjudicated
in the Chapter 11 Cases; (b) initiate, prosecute, appear, or participate as a party in interest in any
adversary proceeding in the Bankruptcy Cases, so long as, in the case of each of (a) or (b), such
appearance, initiation, prosecution or participation and the positions advocated in connection
therewith are not materially inconsistent with this RSA, the Plan or the Term Sheet; (c) object to
any motion to approve or confirm, as applicable, any other plan of reorganization, sale
transaction, or any motions related thereto, to the extent that the terms of any such motions,
documents, or other agreements are materially inconsistent with this RSA, the Plan or the Term
Sheet and such inconsistencies were not approved in writing by each other Party; (d) file a copy
of this RSA (including all exhibits hereto) or a description of the matters herein with the
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Bankruptcy Court or as required under applicable non-bankruptcy law, so long as the consent of
all Parties to this Agreement (which consent will not unreasonably be withheld) has been
obtained prior to such filing; (e) appear as a party in interest in the Chapter 11 Cases for the
purpose of contesting whether any matter or fact is or results in a breach of, or is materially
inconsistent with, this Agreement; and (f) as applicable, file a proof of claim, if required.

7. Mutual Representations and Warranties of All Parties. Each Party represents

and warrants to each of the other Parties that, as of the date hereof:

a.

it has all requisite power and authority to enter into this RSA and to carry out
the transactions contemplated by, and perform its obligations under, this RSA;

the execution and delivery of this RSA and the performance of its obligations
hereunder have been duly authorized by all necessary action on its part; and

this RSA constitutes the legally valid and binding obligation of such Party,
enforceable against it in accordance with its terms, except as enforcement may
be limited by bankruptcy, insolvency, reorganization, moratorium, or other
similar laws relating to or limiting creditors’ rights generally or by equitable
principles relating to enforceability.

8. Additional Representations and Warranties by the Steering Group

Members. Each Steering Group Member (solely on its own behalf and not on behalf of any
other Steering Group Member) represents and warrants to the best of its knowledge, as of the

date hereof that:

a.

Holdings by Steering Group. As of the date hereof, with respect to the Senior
Note claims held by such Steering Group Member as set forth on Schedule 2
hereto, such Steering Group Member (A) either (i) is the sole beneficial owner
of the principal amount of such Senior Note claims, or (ii) has sole investment
or voting discretion with respect to the principal amount of such Senior Note
claims as set forth herein and has the power and authority to bind the
beneficial owners of such Senior Note claims to the terms of the RSA, and (B)
has full power and authority to act on behalf of, vote, and consent to matters
concerning such Senior Note claims and to dispose of, exchange, assign, and
transfer such Senior Note claims, including the power and authority to execute
and deliver the RSA and to perform its obligations thereunder, in each case,
subject to any ordinary course financing arrangements a Steering Group
Member may have with respect to such Senior Note claims.

No Transfers. As of the date hereof, with respect to the Senior Note claims
held by such Steering Group Member as set forth on Schedule 2 hereto, such
Steering Group Member has made no assignment, sale, participation, grant,
conveyance, pledge, or other transfer of, and has not entered into any other
agreement to assign, sell, use, participate, grant, convey, pledge, or otherwise
transfer, in whole in or part, any portion of its right, title, or interests in any
such Senior Note claims that are subject to the RSA that conflict with the
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representations and warranties of such Steering Group Member therein or
would render such Steering Group Member otherwise unable to comply with
the RSA and perform its obligations thereunder (other than pledges, transfers
or security interests that such Steering Group Member may have created (y) in
favor of a prime broker under and in accordance with its prime brokerage
agreement with such prime broker or (z) in favor of a financing counterparty
under in accordance with any ordinary course financing arrangements).

c. Sufficiency of Information Received. Such Steering Group Member has
reviewed, or has had the opportunity to review, with the assistance of
professional and legal advisors of its choosing, all information it deems
necessary and appropriate for such Steering Group Member to evaluate the
financial risks inherent in the Restructuring and accept the terms of the Plan as
set forth in the Term Sheet.

0. Transfer Restrictions. No Steering Group Member shall (i) sell, use, pledge,
assign, transfer, permit the participation in, or otherwise dispose of any ownership (including any
beneficial ownership) in the Senior Notes set forth on Schedule 2 hereto in whole or in part
(other than pledges, transfers or security interests that such Steering Group Member may have
created (y) in favor of a prime broker under and in accordance with its prime brokerage
agreement with such prime broker or (z) in favor of a financing counterparty under in accordance
with any ordinary course financing arrangements); or (ii) grant any proxies, deposit any of such
Steering Group Member’s interests in a Senior Note set forth on Schedule 2 hereto into a voting
trust, or enter into a voting agreement with respect to any such interest (collectively, the actions
described in clauses (i) and (ii), a “Transfer”), unless it satisfies the following requirement (a
transferee that satisfies such requirements, a “Permitted Transferee,” and such Transfer, a
“Permitted Transfer”): The intended transferee executes and delivers to counsel to the Company
and counsel to the Steering Group on the terms set forth below an executed form of the transfer
agreement in a form attached to the RSA (a “Transfer Agreement”) before such Transfer is
effective (it being understood that any Transfer shall not be effective until notification of such
Transfer and a copy of the executed Transfer Agreement is received by counsel to the Company
and counsel to the Steering Group, in each case, on the terms set forth herein).

Notwithstanding anything to the contrary herein, (i) the foregoing provisions shall
not preclude any Steering Group Member from transferring Senior Notes and claims to affiliates
of such Steering Group Member (each, a “Creditor Affiliate”), which Creditor Affiliate shall be
automatically bound by the RSA upon the transfer of such Senior Notes and claims, (ii) a
Qualified Marketmaker' that acquires any of the Senior Notes and claims with the purpose and
intent of acting as a Qualified Marketmaker for such Senior Notes and claims, shall not be
required to execute and deliver to counsel a Transfer Agreement or otherwise agree to be bound
by the terms and conditions set forth in this RSA if such Qualified Marketmaker transfers such
Claims (by purchase, sale, assignment, participation, or otherwise) to a Steering Group Member

! As used herein, the term “Qualified Marketmaker” means an entity that (a) holds itself out to the public or the
applicable private markets as standing ready in the ordinary course of business to purchase from customers and sell
to customers Claims of the Debtors (or enter with customers into long and short positions in Claims against the
Debtors), in its capacity as a dealer or market maker in claims against the Debtors and (b) is, in fact, regularly in the
business of making a market in claims against issuers or borrowers (including debt securities or other debt).
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or Permitted Transferee (including, for the avoidance of doubt, the requirement that such
transferee execute a Transfer Agreement) and the transfer otherwise is a Permitted Transfer, and
(ii1) to the extent any Party, who has signed the RSA, is acting in its capacity as a Qualified
Marketmaker, it may Transfer any ownership interests in the Senior Notes that it acquires from a
holder that has not signed the RSA to a transferee that has not signed the RSA at the time of
such Transfer without the requirement that such transferee be or become a signatory to the RSA.

This RSA shall in no way be construed to preclude Steering Group Member or
any of its affiliates from acquiring additional Senior Notes or any other claim against or equity
interest in the Company; provided, however, that (i) if any Steering Group Member acquires
additional or transferred Senior Notes, as applicable, after the RSA Effective Date, such Steering
Group Member shall promptly notify the other Parties of such acquisition including the amount
of such acquisition and (ii) such acquired Senior Notes, as the case may be, shall automatically
and immediately upon acquisition by a Steering Group Member, as applicable, be deemed
subject to the terms of this RSA (regardless of when or whether notice of such acquisition is
given to in accordance herewith).

Any Transfer made in violation of this provision shall be void ab initio. Any
Steering Group Member that effectuates a Permitted Transfer to a Permitted Transferee shall
have no liability under this RSA arising from or related to the failure of the Permitted Transferee
to comply with the terms of this RSA.

10. Termination of Obligations.

(a) This Agreement shall terminate and all of the obligations of the Parties
shall be of no further force or effect in the event that and upon the occurrence of any of the
following events: (i) occurrence of the effective date of the confirmed Plan, (ii) an order denying
confirmation of the Plan is entered, (iii) an order confirming the Plan is reversed or vacated, (iv)
any court of competent jurisdiction has entered an order declaring this Agreement to be
unenforceable, (v) the Parties mutually agree to such termination in writing, or (vi) this
Agreement is terminated pursuant to paragraph (b), (c) or (d) of this Section 10.

(b) The Company may, in its discretion, terminate this Agreement by written
notice to counsel for the Steering Group, upon the occurrence of any of the following events:

(1) a determination by the board of directors of HERO (the “Board”),
in good faith, based on the advice of its outside counsel, that proceeding with the Restructuring
and pursuit of confirmation and consummation of the Plan would be inconsistent with the
Board’s fiduciary obligations under applicable law;

(i1) a breach by any Steering Group Member of its material obligations
hereunder, which breach is not cured within twenty days after the giving of written notice by
HERO of such breach to such Steering Group Member; provided, however, that if the Company
has not provided such written notice of breach to (a) other Steering Group Members that hold in
the aggregate at least 33 1/3% of the Senior Notes and (b) counsel to the Steering Group, the
Company may only terminate this Agreement pursuant to this Section 10(b)(ii) following such

10
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twenty day notice period, if such breach or breaches have not been cured, solely as to the
Steering Group Member then in breach;

provided, that upon a termination of this Agreement by the Debtors pursuant to section 10(b), (x)
all obligations of each Steering Group Member hereunder shall immediately terminate without
further action or notice by such Steering Group Member, and (y) the Company (and its directors,
officers, employees, advisors, subsidiaries, and representatives) shall not have or incur any
liability under this Agreement or otherwise on account of such termination.

(c) This Agreement may be terminated by the Steering Group (acting through
members holding at least 66 2/3% of the aggregate amount of the Senior Notes held by all
members of the Steering Group) upon the occurrence of any of the following events (it being
understood that the following termination events are intended solely for the benefit of the
Steering Group) (the “Lender Termination Events”):

(1) filing by the Debtors of a plan of reorganization (or disclosure
statement related thereto) in the Chapter 11 Cases that is not in form and substance reasonably
satisfactory to the Steering Group;

(i1) after filing of the Plan, any amendment or modification to the Plan,
or the filing of any pleading by any of the Debtors that seeks to amend or modify the Plan, which
amendment, modification or filing is not in form and substance reasonably satisfactory to the
Steering Group;

(iii))  a breach by the Debtors of their material obligations hereunder,
which breach is not cured within twenty days after the giving of written notice by counsel for the
Steering Group (acting on behalf of the Steering Group) of such breach;

(iv)  the failure of the Debtors to comply with the Milestones within the
periods specified therein, unless otherwise agreed in writing with Steering Group Members
holding at least 66 2/3% of the aggregate amount of the Senior Notes held by all members of the
Steering Group and the Debtors; it being understood that if a Milestone ends on a weekend or
holiday on which the Bankruptcy Court is not open and holding hearings, such Milestone shall
be automatically extended to the next business day on which the Bankruptcy Court is open and
holding hearings;

(v) any of the Chapter 11 Cases shall have been dismissed or
converted to cases under Chapter 7 of the Bankruptcy Code; or

(vi)  (a) in a Pre-Packaged Case, the appointment of an official
committee of unsecured creditors or (b) in either a Pre-Packaged Case or a Pre-Negotiated Case,
the appointment of an official committee of equity security holders.

(d) The Debtors or the Steering Group (by written notice executed by counsel
at the direction of the Steering Group) may terminate this Agreement by written notice to the
Parties in the event that the Bankruptcy Court or other governmental authority shall have issued
any order, injunction or other decree or take any other action, which restrains, enjoins or

11
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otherwise prohibits the implementation of the Restructuring and/or the Plan substantially on the
terms and conditions set forth in this Agreement.

(e) This Agreement shall terminate solely as to any Steering Group Member
on the date on which such Steering Group Member has transferred all (but not less than all) of its
Senior Notes claims in accordance with Section 9 of this Agreement.

§)) If this Agreement is terminated pursuant to this Section, all further
obligations of the Parties hereunder shall be terminated and without further liability, provided
that each Party shall have all rights and remedies available to it under applicable law (for all
matters unrelated to this Agreement). Upon a termination of this Agreement in accordance with
this Section, no Party hereto shall have any continuing liability or obligation to any other Party
hereto and the provisions of this Agreement shall have no further force or effect; provided that
no such termination shall relieve any party from liability for its breach or non-performance of its
obligations hereunder prior to the date of such termination.

11. Reserved.

12. Specific Performance. It is understood and agreed by the Parties that money
damages would be an insufficient remedy for any breach of this RSA by any Party and each non-
breaching Party shall be entitled to specific performance and injunctive or other equitable relief
(without the posting of any bond and without proof of actual damages) as a remedy of any such
breach, including an order of the Bankruptcy Court or other court of competent jurisdiction
requiring any Party to comply promptly with any of its obligations hereunder. The Parties to the
RSA expressly consent to entry of orders by the Bankruptcy Court to enforce the RSA.

13. Counterparts. This RSA and any amendments, waivers, consents, or
supplements hereto or in connection herewith may be executed in multiple counterparts
(including by means of telecopied or electronically transmitted signature pages), all of which
taken together shall constitute one and the same RSA.

14.  No Solicitation and Acknowledgements. Each Party acknowledges that (a) no
securities of the Company are being offered or sold hereby and this Agreement neither
constitutes an offer to sell nor a solicitation of an offer to buy any securities of the Company and
(b) that this Agreement is not, and shall not be deemed to be, a solicitation of a vote for the
acceptance of the Plan pursuant to section 1125 of the Bankruptcy Code. The acceptance of
votes from holders of claims and interests, as applicable, will not be solicited until such holders
have received the Disclosure Statement and related solicitation materials that meet the
requirements of the Bankruptcy Code, including (i) in the case of a Pre-Negotiated Plan,
Bankruptcy Code section 1125, and (ii) in the case of a Pre-Pack Plan, Bankruptcy Code sections
1125 and 1126.

15.  Confidentiality. Other than as may be required by applicable law and regulation
or by any governmental or regulatory authority, no Party shall issue any press release, make any
filing with the Securities and Exchange Commission (other than required under applicable
securities law and regulation as reasonably determined in good faith by outside counsel to the
Debtors) or make any other public announcement regarding this RSA without the consent of the

12
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other Parties, and each Party shall coordinate with the other Parties regarding any public
statements made, including any communications with the press, public filings or filings with the
Securities and Exchange Commission, with respect to this RSA; for the avoidance of doubt, each
Party shall have the right, without any obligation to any other Party, to decline to comment to the
press with respect to this RSA. For the avoidance of doubt and notwithstanding the generality of
the foregoing, under no circumstances may any Party make any public disclosure of any kind
that would disclose (i) the holdings of Senior Notes of any Steering Group Member or (ii) the
identity of any Steering Group Member without the prior written consent of such Steering Group
Member.

16. Time is of the Essence. The Parties acknowledge and agree that time is of the
essence, and that they must each use best efforts to effectuate and consummate the Restructuring
as soon as reasonably practicable.

17. Governing Law; Consent to Jurisdiction.

THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO
ANY CONFLICTS OF LAW PROVISION WHICH WOULD REQUIRE THE APPLICATION
OF THE LAW OF ANY OTHER JURISDICTION.

By its execution and delivery of this Agreement, each of the Parties hereto irrevocably and
unconditionally agrees for itself that any legal action, suit, or proceeding against it with respect
to any matter under or arising out of or in connection with this Agreement or for recognition or
enforcement of any judgment rendered in any such action, suit, or proceeding, shall be brought,
to the extent possible, in either the United States District Court for the Southern District of New
York or any New York State Court sitting in New York City or following the Petition Date, the
Bankruptcy Court (the “Chosen Courts™). By execution and delivery of this Agreement, each of
the Parties irrevocably accepts and submits itself to the exclusive jurisdiction of the Chosen
Courts, generally and unconditionally, with respect to any such action, suit, or proceeding, and
waives any objection it may have to venue or the convenience of the forum.

18. Independent Analysis. Each Party hereby confirms that it has made its own
decision to execute this RSA based upon its own independent assessment of documents and
information available to it, as it has deemed appropriate.

19. Third-Party Beneficiaries.

Unless expressly stated herein, this Agreement shall be solely for the benefit of
the Parties hereto and no other person or entity shall be a third party beneficiary hereof.

20.  Notices. Any notice, request, instruction or other document to be given hereunder
by any party to the others shall be in writing and delivered personally or sent by registered or
certified mail, postage prepaid, by email or overnight courier.

(a) If to the Steering Group, to:

Michael S. Stamer

13
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Arik Preis

Akin Gump Strauss Hauer & Feld LLP
One Bryant Park

Bank of America Tower

New York, New York 10036
mstamer@akingump.com
apreis@akingump.com

(b) If to Debtors, to:

Beau M. Thompson

Senior Vice President, General Counsel and Secretary
Hercules Offshore, Inc.

9 Greenway Plaza, Suite 2200

Houston, Texas 77046
bthompson@herculesoffshore.com

With a copy to:

Emanuel C. Grillo

Luke Weedon

BakerBotts L.L.P.

30 Rockefeller Plaza

New York, New York 10112
emanuel.grillo@bakerbotts.com
luke.weedon@bakerbotts.com

21. Severability. Whenever possible, each provision of this RSA shall be interpreted
in such manner as to be effective and valid under applicable Law, but if any provision of this
RSA is held to be prohibited by or invalid under applicable Law, such provision shall be
ineffective only to the extent of such prohibition or invalidity, without invalidating the remainder
of such provision or the remaining provisions of this RSA. In the event that any part of this RSA
is declared by any court or other judicial or administrative body to be null, void or
unenforceable, said provision survives to the extent it is not so declared, and all of the other
provisions of this RSA remain in full force and effect only if, after excluding the portion deemed
to be unenforceable, the remaining terms provide for the consummation of the transactions
contemplated hereby in substantially the same manner as originally set forth at the later of the
date this RSA was executed or last amended.

22. Mutual Drafting. This RSA is the result of the Parties’ joint efforts, and each of
them and their respective counsel have reviewed this RSA and each provision hereof has been
subject to the mutual consultation, negotiation, and agreement of the Parties, and the language
used in this RSA shall be deemed to be the language chosen by the Parties to express their
mutual intent, and therefore there shall be no construction against either Party based on any
presumption of that Party’s involvement in the drafting thereof.

14
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23.  Headings. The headings used in this RSA are for convenience of reference only
and do not constitute a part of this RSA and shall not be deemed to limit, characterize, or in any
way affect any provision of this RSA, and all provisions of this RSA shall be enforced and
construed as if no headings had been used in this RSA.

24. Amendments. Notwithstanding anything to the contrary contained herein, (1)
any decisions to be made, or consents or approvals to be given, by the Steering Group pursuant
to the terms of, or otherwise with respect to, this Agreement shall require the consent of Steering
Group Members holding at least 66 2/3% of the aggregate principal amount of the Senior Notes
held by all members of the Steering Group, and (2) the RSA may not be modified, amended, or
supplemented, nor shall any provision or requirement hereof be waived, without the prior written
agreement signed by both (a) the Company and (b) Steering Group Members holding at least 66
2/3% of the aggregate principal amount of the Senior Notes then held by all members of the
Steering Group; provided, however, that notwithstanding the foregoing, any modifications,
amendments, or supplements or waivers to the RSA, including any exhibits hereto (including any
provision in the Term Sheet), to (i) Exhibit A to the Term Sheet, (ii) Exhibit B to the Term Sheet,
(ii1) the sub-provision entitled “April 2019 Notes, July 2021 Notes, October 2021 Notes, April
2022 Notes, Legacy Notes and Convertible Notes” in the provision entitled “Treatment of
Claims and Interests” in the Term Sheet, (iv) the sub-provision entitled “Hero Equity Interests”
in the provision entitled “Treatment of Claims and Interests” in the Term Sheet, (v) the sub-
provision entitled “Board of Directors” in the provision entitled “Other Implementation
Provisions” in the Term Sheet, (vi) any documentation with regard to (i) through (v) above, (vii)
any change to this Section 24, and (viii) any proposed modification, amendment or supplement
to, or waiver of, any provision of the RSA that would, or would reasonably be expected to,
materially and adversely affect any Steering Group Member in a manner that is disproportionate
to any other Steering Group Member or the Steering Group Members as a whole, may not be
made without the prior written consent of the Company and each member of the Steering Group
(or, in the case of “subsection (viii)”, by such Steering Group Member that would be so
affected).

25. Several, Not Joint, Claims. The agreements, representations, warranties, and
obligations of the Parties under this RSA are, in all respects, several and not joint.

[Signature Pages Follow]

15



Case 15-11685-KJC Doc 16-2 Filed 08/13/15 Page 18 of 95

IN WITNESS WHEREOF, this RSA has been duly executed as of the date first above
written.

HERCULES OFFSHORE, INC,

By:

ame: John R3\md ) v
Title: Chief Executive Officer and President

CLIFFS DRILLING COMPANY

By: e, Y

Name: Troy Caréon
Title: Vice President

CLIFFS DRILLING TRINIDAD LLC

By: ,74;1 A’-_

Name: Troy Carson
Title: Vice President

FDT LLC

By: % 4"/

Name: Troy Caréon
Title: Vice President

FDT HOLDINGS LLC

By: ’7_4:., ""/"_—'

Name: Troy Carsof
Title: Vice President
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HERCULES DRILLING COMPANY LLC

By: /?;;4 k

Name: Troy Carson /
Title: Vice President

HERCULES LIFTBOAT COMPANY LLC

By: /Z‘:') /’F—

Name: Troy Carson /
Title: Vice President

HERCULES OFFSHORE SERVICES LLC

By: /’7,:; A___

Name: Troy Carsor{
Title: Vice President

HERCULES OFFSHORE LIFTBOAT
COMPANY LLC

By: _741-; "’//-

Name: Troy Carsor’”
Title: Vice President

HERO HOLDINGS, INC.

By: &7‘417 A’_

Name: Troy Carson/
Title: Vice President

SD DRILLING LLC

o —Tas e

Name: Troy Carsof
Title: Vice President
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THE ONSHORE DRILLING COMPANY

By: ’%‘I k

Name: Troy Carson /
Title: Vice President

THE OFFSHORE DRILLING COMPANY

mr |y e

Name: Troy Carson /
Title: Vice President

TODCO AMERICAS, INC.

By: ,ZV é’/

Name: Troy Carson 4
Title: Vice President

TODCO INTERNATIONAL, INC.

By: /Z_?

Name: Troy Carson #

Title: Vice President
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BLACKWELL PARTNERS, LLC - SERIES A
By: Bowery Investment Management, LLC, its Manager

by 7 //’////

Name: Viadimir Jelisaveic
Title: Manager

BOWERY OPPORTUNITY FUND, L.P.
By: Bowery ()ppmtumt} Management, LLC, its General
Partner

I g ,»—*"’”'”M?—"L_-——«
By: //Z V

Name: Vladimir Jelisaveic
Title: Manager

BOWERY OPP/(/)leNITY FUND, Lid.
/zf
s TR

&7 5
Name: Viadimir Jelisavcic
Title: Director

P BOWERY, LTD.
By: Bowery Investment Management, LLC, its
Investment Adviser.

. //W

Name: Viadimir Jelisavcic
Title: Manager

BOWERY OFPORTUNISTIC CREDIT, L.P.
By: Bowery GP, LLC, its General Partner

v AT

Name \!ladzmu Jelisavcic
Title: Manager
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CVI CVF II LUX SECURITIES TRADING S.A R.L.

By: ¢ by-C tors, LLC

Name: DAVID CHENE its attomney-m-fact
Title: MANAGING DIRECTOR

CVIC LUX SECURITIES TRADING S.A R.L

by Carval Investors, LLC
By: its atlomey-in-fact

Name: DAVID CHENE
Title: MANAGING DIRECTOR

CVIC 11 LUX SECURITIES TRADING S.A R.L.
by Carval Investors, LLC
By: its attorney-m-fact

Name:  DAVID CHENE

Title: MANAGING DIRECTOR
CVIA UX SECURITIES S.A R.L.
by Carval Investors, LLC

By: /M\f its attomey-in-fact
Name: DAVID Qﬁ;a, PR
Title: MANAGING DIRECTOR
CVICH UX SECURITIES S.A R.L.

by Carval Investors, LLC
By: ; its attomey-in-fact
Name:
Title: DAVID CHENG

MANAGING DIRECTOR

CARVA LUX SECURITIES S.A.R.L.

by Carval Investors, LLC
By: 7 i its attomney-in-fact
Name: =

Title:  DAVID OHENE
MANAGING DIRECTOR
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CENTERBRIDGE CREDIT PARTNERS, L.P.

By: Centerbridge Credit Partners General Partner,
L.P,, its general partner

By: Centerbridge Credit GP Investors, L.L.C,, its
general partner

ByMSm’V
Name: Susanne V. Clark
Title: Authorized Signatory

CENTERBRIDGE CREDIT PARTNERS MASTER,
L.P.

By: Centerbridge Credit Partners Offshore General
Partner, L.P,, its general partner

By: Centerbridge Credit Offshore GP Investors,
L.L.C.

By: W SMV

Name: Susanne V. Clark
Title: Authorized Signatory
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CREDIT SUISSE SECURITIES (USA) LLC

By: T SN
Ngme: C(‘\“\%‘}X«eﬁ §. O«-—ME%Q\(\

Title:
itic 91‘\&&%(«
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FRANKLIN ADVISERS, INC., AS INVESTMENT
MANAGER ON BEHALF OF CERTAIN FUNDS
AND ACC

Name:  Edwanf Tavks
Title: EVP
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LOOMIS, SAYLES & COMPANY, L.P., AS
INVESTMENT MANAGER, ON BEHALF OF ONE
OR MORE DISCRETIONARY ACCOUNTS
HOLDING THE NOTES

By: Loomis, Sayles & Company, Incorporated
its General Partner

Name: Tliomas H. Day /Z
iysel

Title:  Assistant General Cou

RESTRUCTURING SUPPORT AGREEMENT
by and among
HERCULES OFFSHORE, INC. AND ITS DOMESTIC SUBSIDIARIES
and
THE UNDERSIGNED CREDITOR PARTIES
dated as of June 16, 2015
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NOMURA CORPORATE RESEARCH & ASSET
MANAGEMENT INC., AS INVESTMENT
ADVISOR, ON BEHALF OF CERTAIN FUNDS
AND MANAGED ACCOUNTS

By: LZT /2@%

Name: Steven Rosenthal

Title Executive Director
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QUANTUM PARTNERS LP

By: QP GP LLC, its Ggnesal Partner

Name: THOMAS L. O'GRADY
Title: Attomey-in-Fact
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Each of the entities listed on Schedule 1, severally
and not jointly

By: T. ROWE PRICE ASSOCIATES, INC.
As investment adviser to the funds and accounts set forth
in Schedule 1 holding Notes of Company

Name:

Title: Vice President
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Third Avenue Trust, on behalf of Third Avenue
Focused Credit Fu%

By: // / /

N amW J s Hall

Title: General Counsel
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WESTERN ASSET MANAGEMENT
COMPANY, AS INVESTMENT MANAGER
AND AGENT ON BEHALF OF CERTAIN OF
ITS CLIENTS

By: C"C,\ /( , ﬂ_\/

Name: CO_A, KV\“ de /’f"k

Titte:  § eer™ 3—
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T. Rowe Price Associates, Inc.
Schedule 1

FUND/ACCOUNT LEGAL NAME

. ROWE PRICE CREDIT OPPORTUNITIES FUND, INC.

. ROWE PRICE FIXED INCOME TRUST

. ROWE PRICE FUNDS SERIES II SICAV- CREDIT OPPORTUNITIES FUND
. ROWE PRICE FUNDS SICAV- GLOBAL HIGH YIELD BOND FUND

. ROWE PRICE HIGH YIELD FUND, INC.

. ROWE PRICE HIGH YIELD MULTI-SECTOR ACCOUNT PORTFOLIO
. ROWE PRICE INSTITUTIONAL CREDIT OPPORTUNITIES FUND

. ROWE PRICE INSTITUTIONAL HIGH YIELD FUND

. ROWE PRICE SMALL-CAP VALUE FUND, INC.

. ROWE PRICE U.S. HIGH YIELD TRUST

. ROWE PRICE U.S. SMALL-CAP VALUE EQUITY TRUST

THE NEW AMERICA HIGH INCOME FUND, INC.
JOHN HANCOCK FUNDS II - SPECTRUM INCOME FUND
PENN SERIES FUNDS, INC. — PENN SERIES HIGH YIELD BOND FUND
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SCHEDULE 2
STEERING GROUP MEMBER HOLDINGS OF SENIOR NOTES CLAIMS

[CONFIDENTIAL/TO BE REDACTED]
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Steering Group Member Holdings of Senior Notes Claims

[CONFIDENTIAL/TO BE REDACTED]
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Exhibit A

Term Sheet
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THIS TERM SHEET IS NOT AN OFFER WITH RESPECT TO ANY
SECURITIES OF HERCULES OFFSHORE, INC. OR A SOLICITATION
OF ACCEPTANCES OF A CHAPTER 11 PLAN WITHIN THE MEANING
OF SECTION 1125 OF THE BANKRUPTCY CODE. NOTHING
CONTAINED IN THIS TERM SHEET IS AN ADMISSION OF FACT OR
LIABILITY OR SHALL BE DEEMED BINDING ON ANY OF THE
DEBTORS OR THE STEERING GROUP.

HERCULES OFFSHORE, INC., ET AL.
CHAPTER 11 PLAN TERM SHEET

This non-binding term sheet (the “Term Sheet”) describes the material terms of a proposed
“prepackaged” or “pre-negotiated” chapter 11 plan of reorganization for Hercules Offshore,
Inc. (“Hero” and, as reorganized, “Reorganized Hero”) and certain of its subsidiaries
(collectively, the “Company”). This Term Sheet does not constitute a contractual commitment of
any party but merely represents the proposed terms for a restructuring of the Company’s capital
structure and is subject in all respects to the negotiation, execution and delivery of definitive
documentation, including entry into an acceptable restructuring support agreement (the “RSA”)
between the Company and the members of the steering group of holders of April 2019 Notes,
July 2021 Notes, October 2021 Notes and April 2022 Notes (each as defined below) (the
“Steering Group”). This Term Sheet does not include a description of all the relevant terms and
conditions of the restructuring contemplated herein.

This Term Sheet shall not constitute an offer to buy, sell or exchange for any of the securities or
instruments described herein. It also shall not constitute a solicitation of the same. Further,
nothing herein constitutes a commitment to exchange any debt, lend funds to any of the Debtors,
vote in a certain way or otherwise negotiate or engage in the transactions contemplated herein.

This Term Sheet is proffered in the nature of a settlement proposal in furtherance of settlement
discussions and is intended to be entitled to the protections of Rule 408 of the Federal Rules of
Evidence and all other applicable statutes or doctrines protecting the use or disclosure of
confidential information and information exchanged in the context of settlement discussions.

SUMMARY OF PRINCIPAL TERMS AND CONDITIONS

Transaction Overview

Debtors: Hercules Offshore, Inc. (DE); Cliffs Drilling Company
(DE); Cliffs Drilling Trinidad L.L.C. (DE); FDT LLC (DE);
FDT Holdings LLC (DE); Hercules Drilling Company LLC
(DE); Hercules Liftboat Company LLC (DE); Hercules
Offshore Services LLC (DE); Hercules Offshore Liftboat
Company LLC (DE); Hero Holdings, Inc. (DE); SD Drilling
LLC (DE); THE Offshore Drilling Company (DE); THE
Onshore Drilling Company (DE); TODCO Americas, Inc.
(DE); TODCO International, Inc. (DE); (collectively, the



Case 15-11685-KJC Doc 16-2 Filed 08/13/15 Page 37 of 95

Non-Debtors:

Implementation of Restructuring:

“Debtors”™).

TODCO Trinidad Ltd. (CI); Cliffs Drilling (Barbados)
Holdings SRL; Cliffs Drilling (Barbados) SRL; Cliffs
Drilling Trinidad Offshore Limited (TD); Hercules Offshore
Holdings, Ltd. (CI); Hercules International Holdings, Ltd.
(CI); Hercules Discovery Ltd. (CI); Hercules Offshore
Middle East Ltd. (CI); Hercules Offshore Arabia Ltd. (CI);
Hercules Oilfield Services Ltd. (CI); Hercules International
Offshore, Ltd. (CI); Hercules Offshore (Nigeria) Limited
(NI); Hercules North Sea, Ltd. (CI); Hercules International
Management Company Ltd.; Hercules International Drilling
Ltd. (CI); Hercules Offshore Labuan Corporation (MLY);
Hercules Tanjung Asia Sdn Bhd (MLY)); Hercules Britannia
Holdings Limited (UK); Hercules British Offshore Limited
(UK); Hercules Offshore UK Limited (UK); Hercules
Offshore de Mexico S de R L de CV (MX); Discovery
Offshore Sarl (LX); Discovery Offshore (Gibraltar)
Limited; Discovery North Sea Ltd. (UK); Discovery
Offshore Services Ltd. (CI); Hercules Offshore
International LLC (DE); and Hercules North Sea Driller
Limited (UK); (collectively, the “Non-Debtors™).

The proposed restructuring (the “Restructuring’) will be
implemented through either pre-packaged chapter 11
bankruptcy cases (collectively, the “Pre-Packaged Case™) or
pre-arranged chapter 11 bankruptcy cases (collectively, the
“Pre-Negotiated Case”) of the Debtors (the “Chapter 11
Cases”) commenced on August 22, 2015 (in the case of a
Pre-Packaged Case) or July 8, 2015 (in the case of a Pre-
Negotiated Case), as applicable (the “Petition Date”).

It is the intention of the parties to work towards
implementation of the Restructuring through a Pre-
Packaged Case, but to the extent that such a Pre-Packaged
Case is not feasible (as reasonably determined by the
parties), the parties will seek to effectuate the Restructuring
through a Pre-Negotiated Case. To that end, the parties will
take the following steps on the filing timeline:

1. No later than June 17, 2015, the parties will agree on the
material terms and conditions contained in this Term Sheet.
To memorialize that agreement, the Steering Group and the
Company shall enter into the RSA incorporating this Term
Sheet, documenting each side’s support for both the Pre-
Pack Plan and the Pre-Negotiated Plan (as set forth below)
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Current Capital Structure:

by no later than June 17, 2015. The parties have
commenced documentation of the actual Restructuring
documents, and the Debtors have withdrawn any efforts in
connection with raising financing from any third parties,
either through the process being currently run by Deutsche
Bank, or otherwise, pending final negotiations on the RSA.

2. No later than July 8, 2015, without having commenced
any Chapter 11 Cases, the Debtors will commence
solicitation of votes on the pre-packaged chapter 11 plan of
reorganization (the “Pre-Pack Plan”).

3. Assuming that the Debtors are successful in obtaining the
requisite votes for the Pre-Pack Plan, the Debtors will
commence the Pre-Packaged Case no later than August 22,
2015, and seek the approval of the Bankruptcy Court (as
defined below) for a confirmation hearing no later than
October 22, 2015.

4. If the parties agree prior to July 8, 2015 that it is not
reasonably feasible to seek confirmation of a Pre-Pack Plan
through a Pre-Packaged Case, the Debtors will file for
chapter 11 through a Pre-Negotiated Case no later than
July 8, 2015 with a plan of reorganization for a Pre-
Negotiated Case (the “Pre-Negotiated Plan’) and disclosure
statement on that date.

The plan of reorganization implementing the Restructuring
contemplated by this Term Sheet (either the Pre-Pack Plan,
or the Pre-Negotiated Plan, the “Plan”) and the disclosure
statement describing the Plan (the “Disclosure Statement”)
shall be in all material respects consistent with the terms set
forth herein and on any exhibits attached hereto, and shall
be in form and substance reasonably acceptable to the
Debtors and the Steering Group.

Credit Facility: No amounts are drawn under that certain
Credit Agreement, dated as of April 3, 2012, by and
between Hero, on the one hand, and Deutsche Bank AG
New York Branch, as successor Administrative Agent and
Collateral Agent and the other agents and lenders that are
parties thereto, on the other hand (as amended from time to
time, the “Credit Facility”). The obligations under the
Credit Facility are jointly and severally guaranteed by
substantially all of Hero’s domestic subsidiaries (the
“Guarantors”).
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Legacy Notes: $3.508 million in principal plus all other
amounts outstanding under the 7.375% Senior Notes due
March 1, 2018 issued pursuant to that certain Indenture
dated as of April 14, 1998, the First Supplemental Indenture
dated as of February 14, 2002, and that certain Second
Supplemental Indenture, dated as of March 13, 2002
(collectively, the “Legacy Notes Indenture”) between R&B
Falcon Corporation, as issuer, and The Bank of New York,
as trustee (the “Legacy Notes”; the holder(s) of such Legacy
Notes, the “Legacy Noteholder(s)”).

April 2019 Notes: $200 million in principal plus all other
amounts outstanding under the 10.250% Senior Notes due
April 1, 2019 issued pursuant to that certain Indenture dated
April 3, 2012 (the “April 2019 Notes Indenture”) between
Hero, as issuer, and U.S. Bank National Association, as
trustee (the “April 2019 Notes,”; all holders of such April
2019 Notes, the “April 2019 Noteholders™). The April 2019
Notes are jointly and severally guaranteed by the
Guarantors.

July 2021 Notes: $400 million in principal plus all other
amounts outstanding under the 8.75% Senior Notes due July
15, 2021 issued pursuant to that certain Indenture dated

July 8, 2013 (the “July 2021 Notes Indenture’) between
Hero, as issuer, and U.S. Bank National Association, as
trustee (the “July 2021 Notes,”; all holders of such July
2021 Notes, the “July 2021 Noteholders™). The July 2021
Notes are jointly and severally guaranteed by the
Guarantors.

October 2021 Notes: $300 million in principal plus all other
amounts outstanding under the 7.50% Senior Notes due
October 1, 2021 issued pursuant to that certain Indenture
dated October 1, 2013 (the “October 2021 Notes
Indenture”) between Hero, as issuer, and U.S. Bank
National Association, as trustee (the “October 2021 Notes,”;
all holders of such October 2021 Notes, the “October 2021
Noteholders™). The October 2021 Notes are jointly and
severally guaranteed by the Guarantors.

April 2022 Notes: $300 million in principal plus all other
amounts outstanding under the 6.75% Senior Notes due
April 1, 2022 issued pursuant to that certain Indenture dated
as of March 26, 2014 (the “April 2022 Notes Indenture”)
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Treatment of Claims and
Interests

Administrative Expense Claims
(including 503(b)(9) Claims):

Priority Tax Claims:

between Hero, as issuer, and U.S. Bank National
Association, as trustee (the “April 2022 Notes,”; all holders
of such April 2022 Notes, the “April 2022 Noteholders”).
The April 2022 Notes are jointly and severally guaranteed
by the Guarantors.

Convertible Notes: $7.027 million in principal plus all other
amounts outstanding under the 3.375% Convertible Senior
Notes due 2038 issued pursuant to that certain Indenture
(the “Convertible Notes Indenture”) dated June 3, 2008
between Hero, as issuer, and The Bank of New York Trust
Company, as indenture trustee (the “Convertible Notes™; all
holders of such 3.375% Convertible Notes, the “Convertible
Noteholders™).

Other General Unsecured: In addition to the above, the
Debtors have trade and other general unsecured ordinary
course obligations other than the Legacy Notes, the April
2019 Notes, the July 2021 Notes, the October 2021 Notes,
the April 2022 Notes and the Convertible Notes which they
believe as of the solicitation date will not exceed $40
million (collectively, the “Trade Claims”).

Common Equity: Interests in shares of common stock of
Hero (the “Hero Equity Interests”), of which 161,424,250
shares were outstanding as of April 24, 2015 (the “Common
Stock™).

Intercompany Interests: All other equity interests in the
Company (the “Intercompany Interests”).

For the avoidance of doubt, the Debtors and the Steering
Group shall agree upon the value and the treatment of the
claims in each of the following classes.

Payable in full in cash (i) on the date such amounts become
due and owing in the ordinary course of business; (ii) on the
effective date of the Plan (the “Effective Date”); or (iii) on
such other terms as agreed between the Debtors, the
Steering Group and the holder thereof.

Unclassified — Non-Voting
Payable in deferred cash payments over a period not longer

than five (5) years after the Petition Date or on such other
terms as agreed between the Debtors, the Steering Group
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Other Priority Claims:

Other Secured Claims:

Credit Facility:

April 2019 Notes, July 2021
Notes, October 2021 Notes, April
2022 Notes, Legacy Notes and
Convertible Notes.

and the holder thereof.
Unclassified — Non-Voting

Payable in full in cash on the Effective Date or on such
other terms as agreed between the Debtors, the Steering
Group and the holder thereof.

Unimpaired — Deemed to Accept

On the Effective Date, all allowed secured claims (“Other
Secured Claims™) shall receive one of the following as
agreed upon by the Debtors and the Steering Group: (i)
payment in full in cash; (i1) delivery of collateral securing
any such claim and payment of any interest requested under
section 506(b) of the Bankruptcy Code, or (ii1) treatment on
such other terms as agreed between the Debtors, the
Steering Group and the holder thereof.

Unimpaired - Deemed to Accept.

On or before the Petition Date, the Debtors shall have
repaid the Credit Facility or cash collateralized the amount
outstanding under the Credit Facility with cash on hand, and
the Credit Facility shall be terminated and cancelled.

On the Effective Date, all of the April 2019 Notes, July
2021 Notes, October 2021 Notes, April 2022 Notes, Legacy
Notes and Convertible Notes shall be cancelled, and each
such noteholder that is an accredited investor or QIB shall
receive, on account of its allowed claim (inclusive of
accrued and unpaid interest) in respect of such April 2019
Notes, July 2021 Notes, October 2021 Notes, April 2022
Notes, Legacy Notes and Convertible Notes (collectively,
the “Senior Notes”) as applicable, such noteholder’s pro
rata share of 96.9% on a fully diluted basis (subject only to
the Management Incentive Plan (as defined below)) of the
newly authorized and issued common shares of
Reorganized Hero (the “New Common Stock™) outstanding
as of the Effective Date. Any such noteholder that is not an
accredited investor or QIB shall receive, on account of its
allowed claim in respect of such Senior Notes, a distribution
in cash in an amount equal to the value of the distribution as
if such holder was a holder of a Senior Notes.

For the avoidance of doubt, each holder of Senior Notes
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General
Unsecured Claims:

Intercompany Claims:

Intercompany Interests:

Hero Equity Interests:

shall also be given the opportunity to participate, on a pro
rata basis, in the new First Lien Exit Facility. This
opportunity is not technically a distribution under the Plan.

Impaired — Entitled to Vote

Each holder of a general unsecured claim shall receive, on
account of its allowed unsecured claim (each, a “General
Unsecured Claim”), payment in the ordinary course of the
Company’s business or such other treatment as may be
agreed upon (with the consent of the Steering Group) or as
may be required to allow such General Unsecured Claims to
“ride through” the Chapter 11 Cases.

Unimpaired — Deemed to Accept

All intercompany claims between and among Hero and its
direct and indirect subsidiary Debtors shall be reinstated by
Hero consistent with its existing business practices.

Unimpaired — Deemed to Accept

On the Effective Date, all Intercompany Interests shall
remain in place for purposes of convenience.

Unimpaired — Deemed to Accept

On the Effective Date, all existing Hero Equity Interests
will be cancelled and holders of allowed Hero Equity
Interests shall receive their pro rata share of:

(A) 3.1% of the New Common Stock on a fully diluted
basis (subject only to the Management Incentive Plan); and

(B) the Warrants on the terms set forth in Exhibit B attached
hereto.

For the avoidance of doubt, the Plan and the Disclosure
Statement will clarify that the class of holders of Hero
Equity Interests is not entitled to a distribution under the
Bankruptcy Code, and is therefore not entitled to vote.

Impaired — Deemed to Reject
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Exit Financing Facilities

First Lien Exit Facility:

Release and Related Provisions:

Exculpations:

Releases:

Director and Olfficer
Indemnification:

On the Effective Date, Reorganized Hero, as Borrower, and
the reorganized Debtors and substantially all of the Non-
Debtors (to the extent permitted by applicable law), as
Guarantors, shall enter into a new senior secured term loan
facility on the terms set forth in Exhibit A attached hereto.'

To the fullest extent permitted by applicable law, the Plan
shall include customary exculpation provisions in favor of
(a) the Debtors, (b) the members of the Steering Group and
(c) each of the Debtors’ and the Steering Group members’
respective current and former officers and directors,
professionals, advisors, accountants, attorneys, investment
bankers, consultants, employees, agents and other
representatives, with respect to any liability relating to the
Company or the Chapter 11 Cases arising prior to the
Effective Date.

To the fullest extent permitted by applicable law, the Plan
shall include a full mutual release from liability in favor of
the Debtors, the members of the Steering Group, and all of
the Debtors’ and the Steering Group members’ respective
current and former officers and directors, professionals,
advisors, accountants, attorneys, investment bankers,
consultants, employees, agents and other representatives,
from any claims and causes of action related to or in
connection with the Company and its subsidiaries, arising
on or prior to the Effective Date (collectively, the
“Releases”); provided, however, that no party shall be
released from any claim or cause of action that was a result
of such party’s gross negligence, willful misconduct, or bad
faith, as determined by a final order of a court of competent
jurisdiction.

Any obligations of the Debtors pursuant to their
organizational documents to indemnify current and former
officers, directors, agents, and/or employees (i) shall not be
discharged or impaired by confirmation of the Plan and (ii)
shall be deemed and treated as executory contracts to be
assumed by the Debtors under the Plan.

" The First Lien Exit Facility will be bank debt.
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Discharge:

Injunction:

Other Implementation
Provisions

Corporate Structure; Vesting of
Assets; Business Plan

Director and officer insurance will continue in place for the
directors and officers of all of the Debtors during these
chapter 11 cases on existing terms. After the Effective
Date, the reorganized Debtors shall not terminate or
otherwise reduce the coverage under any director and
officer insurance policies (including any “tail policy”) then
in effect. Directors and officers shall be indemnified by the
reorganized Debtors to the extent of such insurance.

A full and complete discharge shall be provided in the Plan.

Ordinary and customary injunction provisions shall be
included in the Plan.

After consummation of the Restructuring, all of the assets of
the Debtors shall be owned by the reorganized Debtors and
their wholly owned subsidiaries. The Steering Group may,
at its option, review and analyze the proposed tax and
corporate structure of the reorganized Debtors for tax and
corporate efficiencies as part of the Restructuring and the
Plan will contain such provisions reasonably acceptable to
the Steering Group to ensure such tax and corporate
efficiencies. The Debtors shall work with the Steering
Group to structure the Restructuring and the transactions
contemplated herein to the extent practicable in a tax-
efficient and cost-effective manner for the reorganized
Debtors, as determined by the Steering Group. The
proposed tax structure for the reorganized Debtors shall be
finalized prior to the Petition Date.

The Debtors’ management shall work with the members of
the Steering Group (and its advisors) that remain subject to
a nondisclosure agreement to determine and finalize the
Company’s long term business plan, which shall be
finalized prior to the Petition Date. After the Petition Date,
to the extent requested by the Steering Group, the Debtors’
management team and operational advisors will host weekly
calls with the members of the Steering Group that are
subject to a nondisclosure agreement and/or their advisors
to provide updates with regard to the business and any
developments.

From the date of execution of the RSA (as defined and
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Board of Directors:

Management Incentive Plan:

Executory Contracts and
Unexpired Leases:

Causes of Action:

Certain Closing and Other

Conditions To the Restructuring:

further described herein) through consummation of any
Plan, the Company shall inform the advisors of the Steering
Group (that remain under a nondisclosure agreement) prior
to entry into any new material contracts and use reasonable
best efforts to consult with, and obtain the approval of the
majority of the Steering Group members restricted under a
nondisclosure agreement with the Company prior to entry
into any new material contracts, but in all events will inform
the Steering Group and their respective advisors at the time
of or shortly after entry into any new material contracts.

The Board of Directors of Reorganized Hero (the “New
Board”) shall consist of seven members.

The members of the New Board shall consist of the CEO
(which shall be John Rynd) and six members designated by
the Steering Group, one of whom will be the chair and an
independent director (the “Independent Director™).

The Plan shall provide for a management incentive plan (the
“Management Incentive Plan”) to be implemented after the
Effective Date that provides some combination of cash,
options, and/or other equity-based compensation to the
management of the reorganized Debtors of up to an amount
of the common equity of Reorganized Hero to be agreed,
which shall dilute all of the equity otherwise contemplated
to be issued pursuant to this Term Sheet. The terms of the
Management Incentive Plan shall be agreed by the
Company and the Steering Group prior to the confirmation
date of the Plan.

In either a Pre-Packaged Case or a Pre-Negotiated Case, the
Debtors will assume all executory contracts and unexpired
leases.

The Debtors will waive any and all potential causes of
action under chapter 5 of the Bankruptcy Code and under
similar state laws (the “Avoidance Actions”) under a Pre-
Packaged Plan and will retain all Avoidance Actions under
a Pre-Negotiated Plan only to the extent that all pre-petition
general unsecured claims are not paid in full.

The Restructuring shall be subject to the satisfaction of
conditions precedent customary for transactions of this type
and the satisfaction of such other conditions precedent
agreed upon by the Steering Group and the Debtors,
including but not limited to, the following:

10
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(a) The definitive documentation relating to the
Restructuring (including, for the avoidance of doubt, the
terms and conditions of any financing(s)) shall be agreed to
by the Debtors and the Steering Group.

(b) The Debtors shall have provided the Steering Group
(and its advisors) with full and complete access to the
Debtors and their management on reasonable notice,
including without limitation, access to all information,
agreements, projections, memoranda, and documents
reasonably requested by the advisors to the Steering Group.
For the avoidance of doubt, the Steering Group’s advisors
will be provided with electronic copies of any and all
documents or agreements within the possession of the
Debtors, as reasonably requested by the Steering Group’s
advisors, in sufficient time to analyze the Restructuring and
prior to the execution of the RSA by the members of the
Steering Group.

(c) The Restructuring transactions shall be structured in the
most tax efficient manner as reasonably determined by the
Debtors with the consent of the Steering Group which
consent shall not unreasonably be withheld, and all
accounting treatment and other tax matters shall be resolved
by the Debtors with the consent of the Steering Group.

(d) Entry of an order of the Bankruptcy Court confirming
the Plan on terms consistent with this Term Sheet and
otherwise reasonably acceptable to the Debtors and the
Steering Group.

(e) All requisite governmental authorities and third parties
shall have approved or consented to the Restructuring, to
the extent required, and all applicable appeal periods shall
have expired.

(f) The Debtors shall have publicly filed a document
“cleansing” all of the members of the Steering Group of any
and all material non-public information shared with the
members of the Steering Group (1) on the date of the
execution of the RSA and (ii) prior to (a) in the case of the
Pre-Packaged Case, the date of solicitation of votes with
regard thereto, and (b) in the case of the Pre-Negotiated
Case, the Petition Date, and such document shall be in form
and substance reasonably satisfactory to the Steering Group

? The Debtors will obtain ratings for the new debt prior to or at the time of closing.

11
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and its advisors and consistent with the existing non-
disclosure agreements. The Debtors shall also have
publicly filed a document “cleansing” all of the members of
the Steering Group of any and all material non-public
information shared with the members of the Steering Group
prior to the Effective Date (i.e. with regard to any material
non-public information shared with the members of the
Steering Group during the chapter 11 cases), and such
document shall be in form and substance satisfactory to the
Steering Group and their advisors. For the avoidance of
doubt, and in addition to the above, the Debtors shall
comply with all requirements for “cleansing” under any
non-disclosure agreements executed with the members of
the Steering Group.

(g) The timing of the Effective Date of the Plan shall be as
agreed upon by the Debtors and the Steering Group.

(h) From and after the date hereof, the Debtors shall not
have commenced an insolvency (or similar) proceeding in
any foreign jurisdiction without the consent of the Steering
Group.

(1) Since the date of entry into the RSA, there shall not have
been a Material Adverse Change. For purposes of this
Term Sheet, “Material Adverse Change” means (a) any fact,
event, change, effect, development, circumstance or
occurrence that, individually or together with any other
fact, event, change, effect, development, circumstance or
occurrence, has had or could reasonably be expected to have
a material and adverse effect on the condition (financial or
otherwise), business, assets, liabilities or results of
operations of Hero and its subsidiaries taken as a whole, or
(b) anything that could reasonably be expected to prevent,
materially delay or materially restrict or impair Hero and its
subsidiaries party to the RSA from consummating the
transactions contemplated in this Term Sheet, the Plan and
the RSA, provided that the following shall not constitute a
Material Adverse Change and shall not be taken into
account in determining whether or not there has been, or
could reasonably be expected to be, a Material Adverse
Change: (i) any change after June 17,2015 in any Law or
GAAP, or any interpretation thereof; (ii) any change after
June 17, 2015 in currency, exchange or interest rates or the
financial or securities markets generally; (iii) any change to
the extent resulting from the announcement or pendency of
the transactions contemplated by the RSA or this Term

12
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Sheet; and (iv) any change resulting from actions of the
Company expressly required to be taken pursuant to the
RSA or this Term Sheet; except in the cases of (i) and (ii) to
the extent such change or Event is disproportionately
adverse with respect to the Company when compared to
other companies in the industry in which the Company
operates. For the avoidance of doubt and notwithstanding
the above, it shall be a Material Adverse Change if there
occurs any of the following: (i) any adverse development
with respect to the contract with Maersk Oil UK Limited
with respect to the Highlander; (ii) any adverse
development with respect to any other material contract (or
contracts), including (x) the contract with a subsidiary of
Eni S.p.A. with respect to the Hercules 260 and (y) the
contracts with Saudi Aramco with respect to the Hercules
261 and Hercules 262, that could, individually or in the
aggregate, reasonably be expected to result in a reduction in
revenue backlog of more than $90 million for the Company,
provided that any such reduction in revenue backlog
attributable to a contract with a customer shall be netted
against any additional revenue attributable to extension,
amendment or renegotiation of an existing contract or
execution of a new contract with such customer and/or any
of such customer’s affiliates within three (3) days of the
occurrence of the reduction; or (iii) the termination,
replacement, resignation, or other change in the identity, of
the CEO of the Company. For the avoidance of doubt, the
preceding clause (ii) assumes that no Material Adverse
Change has occurred as a result of the announced
modifications to the Saudi Aramco contracts publicly
disclosed on June 1, 2015.

(j) The Debtors shall own the assets related to the
Highlander, including the contracts related thereto, in the
same entities that presently own such assets so long as those
entities have engaged, and continue to engage, in no other
business than the ownership of such assets and have not
incurred, and continue not to incur, any other obligations
other than those directly related to the ownership of such
other assets. The Debtors will ensure that the First Lien
Exit Facility shall be secured by both the equity in such
entity, as well as the assets owned by such entity.

(k) All of the Steering Group’s reasonable and documented
professional fees (including those of Blackstone Advisory
Partners, L.P. and Akin Gump Strauss Hauer & Feld, LLP)

and out-of-pocket expenses incurred in connection with the

13
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Steering Group Support:

Fees and Expenses:

Reservation of Rights:

Disclaimer of Duties:

Governing Law and Forum;
Venue for Filing:

Definitive Documentation/Court
Filings, etc.:

Restructuring in accordance with the engagement letters for
each firm including, without limitation, those fees and
expenses incurred during the Chapter 11 Cases, shall have
been paid by the Debtors on a regular (monthly) basis, and
shall be paid in full as a condition to the Effective Date. If
necessary, the Debtors will file a motion to assume such
agreements on the Petition Date of any Pre-Negotiated
Case.

As set forth above, the members of the Steering Group shall
execute an RSA on or prior to June 17, 2015, in form and
substance satisfactory to the Steering Group and the
Debtors. The RSA will state that subject to the receipt of a
Disclosure Statement that meets the requirements of
Bankruptcy Code section 1125, the Steering Group and
each of their affiliates holding claims against, or interests in,
the Debtors shall vote in favor of, and shall not object to the
confirmation and consummation of, the Plan.

The reasonable professional fees and expenses of legal
counsel and financial advisors to the Steering Group
(including Akin Gump Strauss Hauer & Feld, LLP. and
Blackstone Advisory Partners L.P.) incurred prior to the
Petition Date and thereafter shall be paid by the Debtors on
the terms of and pursuant to such firms’ engagement letter
agreements entered into with the Debtors (or such other
agreements).

Nothing herein shall be deemed an admission of any kind.
If the Restructuring is not consummated for any reason, the
Debtors and the Steering Group fully reserve any and all of
their respective rights.

Notwithstanding anything to the contrary herein, nothing in
this Term Sheet shall require the Debtors or the Steering
Group to take any action or to refrain from taking any
action, to the extent required to comply with its or their
obligations under applicable law, including the Bankruptcy
Code.

The governing law for all applicable documentation shall be
New York law. The Debtors shall file for chapter 11 in the
United States Bankruptcy Court for the District of Delaware
(the “Bankruptcy Court™).

The Debtors and the Steering Group shall negotiate in good
faith the definitive documentation concerning the

14
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Restructuring Timeline:

3

Restructuring that is consistent with the terms described in
this Term Sheet. Any and all documentation necessary to
effectuate the Restructuring or that is contemplated by the
Plan shall be in form and substance consistent with this
Term Sheet and otherwise reasonably satisfactory to the
Debtors and the Steering Group. For the avoidance of
doubt, such documentation that shall be required to be in
form and substance reasonably satisfactory to the Steering
Group shall include all motions and other filings with the
Bankruptcy Court (or that are included as part of the
solicitation of the Pre-Pack Plan and the Pre-Packaged
Case) necessary to obtain Bankruptcy Court approval of any
item in the Chapter 11 Cases, including any proposed and
final orders with respect thereto (including, without
limitation, the order confirming the Plan (the “Confirmation
Order”)).

In addition, from the date hereof through the consummation
of the Plan of the Chapter 11 Cases, the Debtors shall not
file any motions (i.e., other than those related to the Plan
and Disclosure Statement), with the Bankruptcy Court
without the consent of the Steering Group which consent
shall not unreasonably be withheld.

It is anticipated that the Restructuring described herein will
take place in accordance with the timeline set forth in
Schedule 1 to this Term Sheet.’

The documents referred to on Schedule 1 shall all be in form and substance satisfactory to the Steering

Group and the Debtors.
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Schedule 1
Restructuring Timeline
Option A Option B
Pre-Packaged Case Pre-Negotiated Case
1. July 8, 2015: Commence solicitation of | 1. July 8, 2015: File Chapter 11

pre-packaged chapter 11 plan of reorganization.
2. August 22, 2015: File chapter 11.

3. October 22, 2015: Confirmation
Hearing to approve chapter 11 plan.

4. November 7, 2015: Exit Chapter 11.

Petition, including Plan of Reorganization
and Disclosure Statement.

2. September 7, 2015: Hearing to
approve Disclosure Statement.

3. November 7, 2015: Confirmation
Hearing to approve chapter 11 plan.

4. November 22, 2015: Exit Chapter
11.
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List of Exhibits

A. Exhibit A: Terms of First Lien Exit Facility

B. Exhibit B: Terms of Warrants
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HERCULES OFFSHORE, INC.
PLAN TERM SHEET EXHIBIT A
Terms of First Lien Exit Facility

Description:
Borrower:

Guarantors:

Administrative Agent:

Principal Amount:

Maturity:

Interest (amount and date of payment(s)) and
OID:

Collateral:

First Lien Exit Facility
Reorganized Hero

The obligations under the First Lien Exit
Facility shall be unconditionally guaranteed,
on a joint and several basis (to the extent
permitted by applicable law), by all of the
reorganized Debtors and substantially all of the
Non-Debtors* and any future direct and
indirect wholly-owned subsidiaries of the
Debtors except where prohibited by law.

TBD jointly by the Company and the Steering
Group

Aggregate commitment amount of $450
million

4.5 years after the Effective Date.

The First Lien Exit Facility will bear interest at
LIBOR plus 9.50% per annum (paid quarterly)
with a LIBOR floor of 1.00%. Interest on the

First Lien Exit Facility will be payable in cash.

The First Lien Exit Facility will be issued at a
price equal to 97.00% of the principal amount
of the First Lien Exit Facility.

The obligations under the First Lien Exit
Facility shall be secured by first priority liens
(subject only to permitted liens to be
determined) on substantially all of the assets of
the Borrower and the Guarantors, including
without limitation, the Highlander and all
contracts related to the Highlander.

* The following entities will not be Guarantors: Cliffs Drilling (Barbados) Holdings SRL; Cliffs Drilling (Barbados)
SRL; Cliffs Drilling Trinidad Offshore Limited; Cliffs Drilling Trinidad, LLC; Hercules Offshore de Mexico, S. de
RL de CV; and Hercules Discovery Ltd. Documentation of the First Lien Exit Facility will include covenants that
restrict additional assets acquired and liabilities incurred for these six entities and representations and warranties

regarding such entities’ assets, liabilities and operations.
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Optional Prepayment:

Financial Covenants:

Reps, Warranties, Covenants, Mandatory
Prepayments and Events of Default:

Use of Proceeds:

Other Material Terms and Conditions:

NC -3 (MW at T+50); 103 - 4

Financial Covenants to consist of, among other
things,

(a) minimum liquidity at all times of:

$100 million through June 2016

$75 million through December 2016
$50 million through June 2017

$25 million thereafter

(b) maximum first lien secured leverage of
(defined as gross first lien debt divided by
EBITDA):

e 6.0x annualized EBITDA for the g/e
March 31, 2017

e 5.0x annualized EBITDA for the g/e
June 30, 2017

e 4.0x annualized EBITDA for the g/e
September 30, 2017

e 3.5x LTM EBITDA thereafter

It is anticipated that these provisions will be
customary for similarly situated first lien debt
obligations for companies exiting chapter 11
with the amount of leverage and projected
EBITDA of the reorganized Debtors; provided
that there shall be carve-outs under the lien and
indebtedness covenants to permit, among other
things, the issuance of letters of credit in the
aggregate amount of up to $25 million.

The First Lien Exit Facility will be used to,
among other things, (a) finance the remaining
payments on the Highlander, (b) pay for any
and all exit-related costs and any and all
transaction fees and expenses, including
payment on account of claims, as part of the
chapter 11 plan, and (c) provide the
Reorganized Debtors with working capital for
their post-emergence operations.

(1) The Steering Group shall provide a
commitment to fund 100% of the First Lien
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Exit Facility no later than July 1, 2015. To the
extent that notwithstanding such commitment,
the Debtors choose to obtain the financing
from a third party (or third parties) with the
consent of the Steering Group, the terms and
conditions of (and the documentation with
regard to) such financing shall be in all
respects in form and substance satisfactory to
the Steering Group.

(2) As part of the Plan, participation
in/syndication of the First Lien Exit Facility
shall be made available to all holders of the
Senior Notes during the time from the Petition
Date through the hearing on confirmation of
the Plan (in a Pre-Packaged Case) or from the
hearing on the Disclosure Statement through
the hearing on confirmation of the Plan (in a
Pre-Negotiated Case).’

(3) The Steering Group shall receive a put
option premium equal to 2% of the principal
amount of the First Lien Exit Facility, ratably
based on their commitments to fund the First
Lien Exit Facility, with a 1% of that premium
payable at the time that a commitment is
provided and the remaining 1% of that
premium payable upon consummation of the
Plan; provided that, if the Company obtains a
commitment for an alternative First Lien Exit
Facility within 30 days of June 1, 2015, which
the Company may only obtain with the consent
of the Steering Group, the put option premium
shall be deemed a backstop payable to the
parties that provided such commitment and
shall be capped at 1.5%, with the

remaining .5% premium payable at the time a
commitment is executed with the alternative
financing provider.

Change of Control: Upon the occurrence of a change of control in
Reorganized Hero, after the Effective Date, but
prior to the maturity of the First Lien Exit
Facility, the lenders under the First Lien Exit
Facility shall have the option to require

> The record date for eligibility to participate shall be decided by the Steering Group.
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Reorganized Hero to repay the First Lien Exit
Facility at a cash price equal to 101% of the
outstanding principal amount of the First Lien
Exit Facility.
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HERCULES OFFSHORE, INC.

PLAN TERM SHEET EXHIBIT B

Warrants:

Exercise of Warrants:

Warrant Expiration Date:

Voting and Change of Control
Rights:

Anti-Dilution Provisions:

Terms of Warrants

The warrants (the “Warrants”) shall entitle holders, on a
pro rata basis, to purchase up to 20.00% of the New
Common Stock (subject to dilution from, among other
things, the Management Incentive Plan) at a per share
price based upon a $1.55 billion total enterprise value of
Reorganized Hero.

The Warrants are exercisable at any time until the
Warrant Expiration Date for a per share price based upon
a $1.55 billion total enterprise value. Any Warrants not
exercised by the Warrant Expiration Date shall
automatically expire.

The Warrant Expiration Date will be six years from the
Effective Date subject to the earlier expiration upon the
occurrence of certain extraordinary events.

Holders of the Warrants will not be entitled to any voting
rights of holders of New Common Stock until, and then
only to the extent, they have validly exercised their
Warrants.

In connection with a change in control in Reorganized
Hero prior to the Warrant Expiration Date, holders of
Warrants shall be given reasonable advance written
notice of such change of control such that they may
exercise their Warrants and participate in such change of
control transaction (as applicable) as holders of New
Common Stock.

The Warrants will contain provisions for the adjustment
of the exercise price and shares of New Common Stock
issuable upon exercise following organic dilutive events
such as splits, combinations, stock dividends and similar
organic dilutive events involving the Reorganized Hero’s
New Common Stock.

There will be no anti-dilution adjustment for the
Warrants upon post-exit issuance of New Common Stock
at a value below the exercise price for the Warrants.
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Documentation:

Transferability:

Additional Provisions:

The Warrants shall be governed by a Warrant agreement
between Reorganized Hero and the warrant agent (as
selected by the Steering Group), in form and substance
satisfactory to the Steering Group, the Debtors and
Reorganized Hero.

The Warrants shall be transferrable subject to applicable
securities laws and the terms of the Warrant Agreement.

For avoidance of doubt, the equity strike price of the
Warrants shall be calculated at emergence based on the
equity value required to equal the stipulated TEV ($1.55
billion, as set forth above), the capital structure ($450
million of debt), and the pro forma excess cash figure at
emergence. The pro forma excess cash figure will be
calculated to take into account an adjustment for the
estimated $50 million of minimum cash needed to
operate the business and $200 million in connection with
the Highlander.

The Warrants shall have limited numerical anti-dilution
protection only (e.g., no adjustment to the strike price or
number of shares as a result of the issuance of capital
stock by Reorganized Hero at a price below the warrant
strike price).
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Exhibit B

Transfer Agreement
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JOINDER

The undersigned (“ Transferee”) hereby acknowledges that it has read and understands the
Restructuring Support Agreement, dated as of June 16, 2015 (the “Agreement”), by and among
(x) Hercules Offshore, Inc., a Delaware corporation, and each of its direct and indirect U.S.
subsidiaries party thereto, (y) [TRANSFEROR'S NAME] (“Transferor”) and (z) certain other
senior noteholders party thereto, and (i) agrees to be bound by the terms and conditions of the
Agreement to the extent Transferor was thereby bound, (ii) hereby makes all representations and
warranties made therein by all other Steering Group Members (as defined in the Agreement), and
(iii) shal be deemed a Steering Group Member under the terms of the Agreement. The
Transferee is acquiring Senior Notes claims from Transferor in the amounts set forth on Schedule
1 hereof. All notices and other communications given or made pursuant to the Agreement shall
be sent to the Transferee at the address set forth in the Transferee's signature bel ow.

Date Executed:

[TRANSFEREE]

By:
Name:
Title:

Address:;

Attn:
Fax:
Email:
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AMENDMENT TO THE RESTRUCTURING SUPPORT AGREEMENT

This Amendment (this “Amendment”), dated as of June 29, 2015, is made by Hercules
Offshore, Inc., a Delaware corporation (the “Company”), each of the Steering Group Members
that is a party hereto, and York Capital Management Global Advisors, LLC o/b/o certain funds
and/or accounts managed and/or advised by it and/or its affiliates (“York™).

WHEREAS, the Company.and the Steering Group Members are parties to that certain
Restructuring Support Agreement, dated June 17, 2015 (as amended, modified or supplemented
from time to time, the “RSA” or the “Agreement”);

WHEREAS, Section 24 of the RSA provides, among other things, that the RSA may be
amended with the written consent of both (i) the Company and (ii) Steering Group Members
holding at least 66 2/3% of the aggregate principal amount of the Senior Notes then held by all
members of the Steering Group;

WHEREAS, the parties desire to amend the RSA in order to add York as a party to the
Agreement and as a Steering Group Member; and '

WHEREAS, capitalized terms used and not otherwise defined herein have the meanings
set forth in the RSA,

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

1. York shall be deemed a Steering Group Member under the terms of the RSA, York
agrees to be bound by the terms and conditions of the RSA and hereby makes all
representations and warranties made therein by all other Steering Group Members.
All notices and other communications given or made pursuant to the RSA shall be
sent to York at the address set forth in York’s signature below. For the avoidance of
doubt, notwithstanding the foregoing, it is understood and agreed that certain Steering
Group Members may not be parties to the commitment to backstop the First Lien Exit
Facility contemplated in Exhibit A to the Term Sheet.

2. Schedule 2 of the RSA is hereby amended and replaced by Annex I to this
Amendment.

3, This Amendment and the RSA, together, contain the complete agreement among the
Company and the Steering Group Members and supersede any prior understandings,
agreements, letters of intent or representations by or among such parties, written or
oral, to the extent they relate to the subject matter hercof. Except as specifically
amended hereby, the RSA, as amended hereby, shall remain in full force and effect.

[Signature Pages Follow]
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IN WITNESS WHEREOF, this Amendment has been duly executed to be effective as of
the date first written above.

HERCULES OFFSHORE, I]zC.

By, Ay \ ;
Name: John Rynd A
Title: Chief Executive Officer and President

[Signature Page to Amendment to RSA]
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YORK CAPITAL MANAGEMENT GLOBAL
ADVISORS, LLC O/B/O CERTAIN FUNDS AND/OR
ACCOUNTS MANAGED AND/OR ADVISED BY IT
AND/O FE T

By:
Name: Richard P, Swanson
Title: General Counsel

Address for notices: 767 Fifth Avenue, 17" Floor,
New York, NY 10153

[Signature Page to Amendment to RSA]
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ANNEX1

[Schedule 2: Steering Group Member Holdings of Senior Notes Claims]
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Execution Version

SECOND AMENDMENT TO THE RESTRUCTURING SUPPORT AGREEMENT

This Second Amendment (this “Amendment”), dated as of July 8, 2015, is made by
Hercules Offshore, Inc., a Delaware corporation (the “Company”) and each of the Steering
Group Membersthat is a party hereto.

WHEREAS, the Company and the Steering Group Members are parties to that certain
Restructuring Support Agreement, dated June 17, 2015, as amended as of June 29, 2015 (as
amended, modified or supplemented from time to time, the “RSA” or the “ Agreement”);

WHEREAS, Section 24 of the RSA provides, among other things, that the RSA may be
amended with the written consent of both (i) the Company and (ii) Steering Group Members
holding at least 66 2/3% of the aggregate principal amount of the Senior Notes then held by all
members of the Steering Group;

WHEREAS, the parties desire to amend the RSA in order to extend the timeline for
commencing a Pre-Packaged Case or Pre-Negotiated Case; and

WHEREAS, capitalized terms used and not otherwise defined herein have the meanings
set forth in the RSA.

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

1. Sections 3(c)(A) and 3(c)(B) of the RSA are hereby amended such that references to
July 8, 2015 therein are changed to July 10, 2015.

2. Paragraphs 2 and 4 of the “Implementation of Restructuring” subsection of the Term
Sheet attached as Exhibit A to the RSA are hereby amended such that references to
July 8, 2015 therein are changed to July 10, 2015.

3. Schedule 1 to the Term Sheet entitled “Restructuring Timeline” is hereby amended
such that, under Option A and Option B therein, references to July 8, 2015 are
changed to July 10, 2015.

4. Exhibit A to the Term Sheet entitled “Terms of First Lien Exit Facility” is hereby
amended such that, in paragraph (1) of the subsection “Other Materia Terms and
Conditions’ therein, the reference to July 1, 2015 is changed to July 10, 2015.

5. This Amendment and the RSA, together, contain the complete agreement among the
Company and the Steering Group Members and supersede any prior understandings,
agreements, letters of intent or representations by or among such parties, written or
oral, to the extent they relate to the subject matter hereof. Except as specifically
amended hereby, the RSA, as amended hereby, shall remain in full force and effect.

[Sgnature Pages Follow]
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IN WITNESS WHEREOF, this Amendment has been duly executed to be effective as of
the date first written above.

HERCULES OFFSHQRE, INC.

. Ryn.
Title; Chief Executive

[Signature Page to Second Amendment to RSA]
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BLACKWELL PARTNERS, LLC - SERIES A
By: Bowery Investment Management, LLC, its Manager

by 7 //’////

Name: Viadimir Jelisaveic
Title: Manager

BOWERY OPPORTUNITY FUND, L.P.
By: Bowery ()ppmtumt} Management, LLC, its General
Partner

I g ,»—*"’”'”M?—"L_-——«
By: //Z V

Name: Vladimir Jelisaveic
Title: Manager

BOWERY OPP/(/)leNITY FUND, Lid.
/zf
s TR

&7 5
Name: Viadimir Jelisavcic
Title: Director

P BOWERY, LTD.
By: Bowery Investment Management, LLC, its
Investment Adviser.

. //W

Name: Viadimir Jelisavcic
Title: Manager

BOWERY OFPORTUNISTIC CREDIT, L.P.
By: Bowery GP, LLC, its General Partner

v AT

Name \!ladzmu Jelisavcic
Title: Manager
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CVI CVF II LUX SECURITIES TRADING S.A R.L.

By: ¢ by-C tors, LLC

Name: DAVID CHENE its attomney-m-fact
Title: MANAGING DIRECTOR

CVIC LUX SECURITIES TRADING S.A R.L

by Carval Investors, LLC
By: its atlomey-in-fact

Name: DAVID CHENE
Title: MANAGING DIRECTOR

CVIC 11 LUX SECURITIES TRADING S.A R.L.
by Carval Investors, LLC
By: its attorney-m-fact

Name:  DAVID CHENE

Title: MANAGING DIRECTOR
CVIA UX SECURITIES S.A R.L.
by Carval Investors, LLC

By: /M\f its attomey-in-fact
Name: DAVID Qﬁ;a, PR
Title: MANAGING DIRECTOR
CVICH UX SECURITIES S.A R.L.

by Carval Investors, LLC
By: ; its attomey-in-fact
Name:
Title: DAVID CHENG

MANAGING DIRECTOR

CARVA LUX SECURITIES S.A.R.L.

by Carval Investors, LLC
By: 7 i its attomney-in-fact
Name: =

Title:  DAVID OHENE
MANAGING DIRECTOR
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CENTERBRIDGE CREDIT PARTNERS, L.P.

By: Centerbridge Credit Partners General Partner,
L.P,, its general partner

By: Centerbridge Credit GP Investors, L.L.C,, its
general partner

ByMSm’V
Name: Susanne V. Clark
Title: Authorized Signatory

CENTERBRIDGE CREDIT PARTNERS MASTER,
L.P.

By: Centerbridge Credit Partners Offshore General
Partner, L.P,, its general partner

By: Centerbridge Credit Offshore GP Investors,
L.L.C.

By: W SMV

Name: Susanne V. Clark
Title: Authorized Signatory




Case 15-11685-KJC Doc 16-2 Filed 08/13/15 Page 70 of 95

CREDIT SUISSE SECURITIES (USA) LLC

By: T SN
Ngme: C(‘\“\%‘}X«eﬁ §. O«-—ME%Q\(\

Title:
itic 91‘\&&%(«
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FRANKLIN ADVISERS, INC., AS INVESTMENT
MANAGER ON BEHALF OF CERTAIN FUNDS
AND ACC

Name:  Edwanf Tavks
Title: EVP
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LOOMIS, SAYLES & COMPANY, L.P., AS
INVESTMENT MANAGER, ON BEHALF OF ONE
OR MORE DISCRETIONARY ACCOUNTS
HOLDING THE NOTES

By: Loomis, Sayles & Company, Incorporated
its General Partner

Name: Tliomas H. Day /Z
iysel

Title:  Assistant General Cou

RESTRUCTURING SUPPORT AGREEMENT
by and among
HERCULES OFFSHORE, INC. AND ITS DOMESTIC SUBSIDIARIES
and
THE UNDERSIGNED CREDITOR PARTIES
dated as of June 16, 2015
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NOMURA CORPORATE RESEARCH & ASSET
MANAGEMENT INC., AS INVESTMENT
ADVISOR, ON BEHALF OF CERTAIN FUNDS
AND MANAGED ACCOUNTS

By: LZT /2@%

Name: Steven Rosenthal

Title Executive Director
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QUANTUM PARTNERS LP

By: QP GP LLC, its Ggnesal Partner

Name: THOMAS L. O'GRADY
Title: Attomey-in-Fact
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Each of the entities listed on Schedule 1, severally
and not jointly

By: T. ROWE PRICE ASSOCIATES, INC.
As investment adviser to the funds and accounts set forth
in Schedule 1 holding Notes of Company

Name:

Title: Vice President
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Third Avenue Trust, on behalf of Third Avenue
Focused Credit Fu%

By: // / /

N amW J s Hall

Title: General Counsel
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WESTERN ASSET MANAGEMENT
COMPANY, AS INVESTMENT MANAGER
AND AGENT ON BEHALF OF CERTAIN OF
ITS CLIENTS

By: C"C,\ /( , ﬂ_\/

Name: CO_A, KV\“ de /’f"k

Titte:  § eer™ 3—
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YORK CAPITAL MANAGEMENT GLOBAL
ADVISORS, LLC O/B/O CERTAIN FUNDS AND/OR
ACCOUNTS MANAGED AND/OR ADVISED BY IT
AND/O FE T

By:
Name: Richard P, Swanson
Title: General Counsel

Address for notices: 767 Fifth Avenue, 17" Floor,
New York, NY 10153

[Signature Page to Amendment to RSA]



el
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T. Rowe Price Associates, Inc.
Schedule 1

FUND/ACCOUNT LEGAL NAME

. ROWE PRICE CREDIT OPPORTUNITIES FUND, INC.

. ROWE PRICE FIXED INCOME TRUST

. ROWE PRICE FUNDS SERIES II SICAV- CREDIT OPPORTUNITIES FUND
. ROWE PRICE FUNDS SICAV- GLOBAL HIGH YIELD BOND FUND

. ROWE PRICE HIGH YIELD FUND, INC.

. ROWE PRICE HIGH YIELD MULTI-SECTOR ACCOUNT PORTFOLIO
. ROWE PRICE INSTITUTIONAL CREDIT OPPORTUNITIES FUND

. ROWE PRICE INSTITUTIONAL HIGH YIELD FUND

. ROWE PRICE SMALL-CAP VALUE FUND, INC.

. ROWE PRICE U.S. HIGH YIELD TRUST

. ROWE PRICE U.S. SMALL-CAP VALUE EQUITY TRUST

THE NEW AMERICA HIGH INCOME FUND, INC.
JOHN HANCOCK FUNDS II - SPECTRUM INCOME FUND
PENN SERIES FUNDS, INC. — PENN SERIES HIGH YIELD BOND FUND
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Execution Version

THIRD AMENDMENT TO THE RESTRUCTURING SUPPORT AGREEMENT

This Third Amendment (this “Amendment”), dated as of July 10, 2015, is made by
Hercules Offshore, Inc., a Delaware corporation (the “Company”) and each of the Steering
Group Membersthat is a party hereto.

WHEREAS, the Company and the Steering Group Members are parties to that certain
Restructuring Support Agreement, dated June 17, 2015, as amended as of June 29, 2015, and as
further amended as of July 8, 2015 (as amended, modified or supplemented from time to time,
the “RSA” or the “ Agreement”);

WHEREAS, Section 24 of the RSA provides, among other things, that the RSA may be
amended with the written consent of both (i) the Company and (ii) Steering Group Members
holding at least 66 2/3% of the aggregate principal amount of the Senior Notes then held by all
members of the Steering Group;

WHEREAS, the parties desire to amend the RSA in order to extend the timeline for
commencing a Pre-Packaged Case or Pre-Negotiated Case and to amend the description of the
New Board; and

WHEREAS, capitalized terms used and not otherwise defined herein have the meanings
set forth in the RSA.

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

1. Sections 3(c)(A) and 3(c)(B) of the RSA are hereby amended such that references to
July 10, 2015 therein are changed to July 13, 2015.

2. Paragraphs 2 and 4 of the “Implementation of Restructuring” subsection of the Term
Sheet attached as Exhibit A to the RSA are hereby amended such that references to
July 10, 2015 therein are changed to July 13, 2015.

3. Schedule 1 to the Term Sheet entitled “Restructuring Timeline” is hereby amended
such that, under Option A and Option B therein, references to July 10, 2015 are
changed to July 13, 2015.

4. Exhibit A to the Term Sheet entitled “Terms of First Lien Exit Facility” is hereby
amended such that, in paragraph (1) of the subsection “Other Materia Terms and
Conditions’ therein, the reference to July 10, 2015 is changed to July 13, 2015.

5. The “Board of Directors’ subsection of the Term Sheet attached as Exhibit A to the
RSA is hereby amended and restated as follows: “The Board of Directors of
Reorganized Hero (the “New Board”) shall consist of seven members. The members
of the New Board shall consist of the CEO (which shall be John Rynd) and six
members designated by the Steering Group, one of whom will be the chair and an
independent director (as defined by NASDAQ) (the “ Independent Director™).”
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6. This Amendment and the RSA, together, contain the complete agreement among the
Company and the Steering Group Members and supersede any prior understandings,
agreements, letters of intent or representations by or among such parties, written or
oral, to the extent they relate to the subject matter hereof. Except as specifically
amended hereby, the RSA, as amended hereby, shall remain in full force and effect.

[Sgnature Pages Follow]
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IN WITNESS WHEREOF, this Amendment has been duly executed to be effective as of
the date first written above.

HERCULES OFFSHORE, INC.

By: — A

Name: Beau Thompson

Title: Senior Vice President, General Counsel and
Secretary

[Signature Page to Third Amendment to RSA]
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BLACKWELL PARTNERS, LLC - SERIES A
By: Bowery Investment Management, LLC, its Manager

by 7 //’////

Name: Viadimir Jelisaveic
Title: Manager

BOWERY OPPORTUNITY FUND, L.P.
By: Bowery ()ppmtumt} Management, LLC, its General
Partner

I g ,»—*"’”'”M?—"L_-——«
By: //Z V

Name: Vladimir Jelisaveic
Title: Manager

BOWERY OPP/(/)leNITY FUND, Lid.
/zf
s TR

&7 5
Name: Viadimir Jelisavcic
Title: Director

P BOWERY, LTD.
By: Bowery Investment Management, LLC, its
Investment Adviser.

. //W

Name: Viadimir Jelisavcic
Title: Manager

BOWERY OFPORTUNISTIC CREDIT, L.P.
By: Bowery GP, LLC, its General Partner

v AT

Name \!ladzmu Jelisavcic
Title: Manager
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CVI CVF II LUX SECURITIES TRADING S.A R.L.

By: ¢ by-C tors, LLC

Name: DAVID CHENE its attomney-m-fact
Title: MANAGING DIRECTOR

CVIC LUX SECURITIES TRADING S.A R.L

by Carval Investors, LLC
By: its atlomey-in-fact

Name: DAVID CHENE
Title: MANAGING DIRECTOR

CVIC 11 LUX SECURITIES TRADING S.A R.L.
by Carval Investors, LLC
By: its attorney-m-fact

Name:  DAVID CHENE

Title: MANAGING DIRECTOR
CVIA UX SECURITIES S.A R.L.
by Carval Investors, LLC

By: /M\f its attomey-in-fact
Name: DAVID Qﬁ;a, PR
Title: MANAGING DIRECTOR
CVICH UX SECURITIES S.A R.L.

by Carval Investors, LLC
By: ; its attomey-in-fact
Name:
Title: DAVID CHENG

MANAGING DIRECTOR

CARVA LUX SECURITIES S.A.R.L.

by Carval Investors, LLC
By: 7 i its attomney-in-fact
Name: =

Title:  DAVID OHENE
MANAGING DIRECTOR
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CENTERBRIDGE CREDIT PARTNERS, L.P.

By: Centerbridge Credit Partners General Partner,
L.P,, its general partner

By: Centerbridge Credit GP Investors, L.L.C,, its
general partner

ByMSm’V
Name: Susanne V. Clark
Title: Authorized Signatory

CENTERBRIDGE CREDIT PARTNERS MASTER,
L.P.

By: Centerbridge Credit Partners Offshore General
Partner, L.P,, its general partner

By: Centerbridge Credit Offshore GP Investors,
L.L.C.

By: W SMV

Name: Susanne V. Clark
Title: Authorized Signatory
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CREDIT SUISSE SECURITIES (USA) LLC

By: T SN
Ngme: C(‘\“\%‘}X«eﬁ §. O«-—ME%Q\(\

Title:
itic 91‘\&&%(«
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FRANKLIN ADVISERS, INC., AS INVESTMENT
MANAGER ON BEHALF OF CERTAIN FUNDS
AND ACC

Name:  Edwanf Tavks
Title: EVP
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LOOMIS, SAYLES & COMPANY, L.P., AS
INVESTMENT MANAGER, ON BEHALF OF ONE
OR MORE DISCRETIONARY ACCOUNTS
HOLDING THE NOTES

By: Loomis, Sayles & Company, Incorporated
its General Partner

Name: Tliomas H. Day /Z
iysel

Title:  Assistant General Cou

RESTRUCTURING SUPPORT AGREEMENT
by and among
HERCULES OFFSHORE, INC. AND ITS DOMESTIC SUBSIDIARIES
and
THE UNDERSIGNED CREDITOR PARTIES
dated as of June 16, 2015
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NOMURA CORPORATE RESEARCH & ASSET
MANAGEMENT INC., AS INVESTMENT
ADVISOR, ON BEHALF OF CERTAIN FUNDS
AND MANAGED ACCOUNTS

By: LZT /2@%

Name: Steven Rosenthal

Title Executive Director
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QUANTUM PARTNERS LP

By: QP GP LLC, its Ggnesal Partner

Name: THOMAS L. O'GRADY
Title: Attomey-in-Fact
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Each of the entities listed on Schedule 1, severally
and not jointly

By: T. ROWE PRICE ASSOCIATES, INC.
As investment adviser to the funds and accounts set forth
in Schedule 1 holding Notes of Company

Name:

Title: Vice President
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Third Avenue Trust, on behalf of Third Avenue
Focused Credit Fu%

By: // / /

N amW J s Hall

Title: General Counsel
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WESTERN ASSET MANAGEMENT
COMPANY, AS INVESTMENT MANAGER
AND AGENT ON BEHALF OF CERTAIN OF
ITS CLIENTS

By: C"C,\ /( , ﬂ_\/

Name: CO_A, KV\“ de /’f"k

Titte:  § eer™ 3—
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YORK CAPITAL MANAGEMENT GLOBAL
ADVISORS, LLC O/B/O CERTAIN FUNDS AND/OR
ACCOUNTS MANAGED AND/OR ADVISED BY IT
AND/O FE T

By:
Name: Richard P, Swanson
Title: General Counsel

Address for notices: 767 Fifth Avenue, 17" Floor,
New York, NY 10153

[Signature Page to Amendment to RSA]



el
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T. Rowe Price Associates, Inc.
Schedule 1

FUND/ACCOUNT LEGAL NAME

. ROWE PRICE CREDIT OPPORTUNITIES FUND, INC.

. ROWE PRICE FIXED INCOME TRUST

. ROWE PRICE FUNDS SERIES II SICAV- CREDIT OPPORTUNITIES FUND
. ROWE PRICE FUNDS SICAV- GLOBAL HIGH YIELD BOND FUND

. ROWE PRICE HIGH YIELD FUND, INC.

. ROWE PRICE HIGH YIELD MULTI-SECTOR ACCOUNT PORTFOLIO
. ROWE PRICE INSTITUTIONAL CREDIT OPPORTUNITIES FUND

. ROWE PRICE INSTITUTIONAL HIGH YIELD FUND

. ROWE PRICE SMALL-CAP VALUE FUND, INC.

. ROWE PRICE U.S. HIGH YIELD TRUST

. ROWE PRICE U.S. SMALL-CAP VALUE EQUITY TRUST

THE NEW AMERICA HIGH INCOME FUND, INC.
JOHN HANCOCK FUNDS II - SPECTRUM INCOME FUND
PENN SERIES FUNDS, INC. — PENN SERIES HIGH YIELD BOND FUND
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EXHIBIT C TO THE DISCLOSURE STATEMENT

HERO’S PREPETITION CORPORATE STRUCTURE

Active 19549401
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EXHIBIT D TO THE DISCLOSURE STATEMENT

FINANCIAL PROJECTIONS

Active 19549401
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Her cules Offshore, Inc.
$000

Income Statement
Revenues
Operating Costs

Gross Profit

General & Administrative
EBITDA

Depreciation and Amortization

Operating Income
Interest (Expense)
Other Income (Expenses)
Restructuring (Expense)
Pretax Income

Income Tax (Expense)

Net Income (Loss)

2015E 2016E 2017E 2018E
$385,463 $538,664 $747,007 $790,137
366,342 437,246 501,520 513,171
19,120 101,419 245,488 276,966
68,039 64,792 67,016 69,124
(48,919) 36,627 178,471 207,842
155,411 163,448 169,885 172,900
(204,329) (126,821) 8,587 34,942
(85,589) (46,491) (53,038) (53,038)
261 455 197 215
(21,680) 0 0 0
(311,337) (172,856) (44,254) (17,881)
(19,847) (25,928) (12,391) (6,795)
(331,184) (198,785) (56,645) (24,675)
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Her cules Offshore, Inc.

$000

Balance Sheet

Current Assets
Cash and Equivalents
Accounts Receivable, Trade
Other Current Assets

Total Current Assets

Net Fixed Assets

Total Other Assets

Total Assets

Current Liabilities:
Accounts Payable
Other Accrued Liabilities

Total Current Liabilities

Long-Term Debt
Other LT Liabilities

Total Equity

Total Liabilities & Stockholders'

2015E 2016E 2017E 2018E
462,278 146,474 129,543 165,074
90,868 140,667 167,485 171,983
28,665 28,665 28,665 28,665
581,811 315,806 325,693 365,722
1,531,042 1,635,426 1,575,336 1,509,348
31,176 27,701 25,701 23,701
$2,144,029 $1,978,932 $1,926,730 $1,898,771
49,745 64,272 69,959 70,247
125,717 122,717 119,717 116,717
175,462 186,989 189,676 186,964
437,250 440,250 443,250 446,250
26,798 35,829 24,049 9,520
1,504,519 1,315,864 1,269,754 1,256,036
Equity $2,144,029 1,978,932 $1,926,730 $1,898,770
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Her cules Offshore, Inc.
$000

Cash Flow Statement

Cash Flows From Operating Activities:
Net Income
Depreciation and Amortization
Other
Changes in Working Capital

Cash Flow From Operating Activities

Cash Flows From Investing Activities:
Capital Expenditures
Proceeds from Asset Sales

Cash Flow From Investing Activities

Cash Flows From Financing Activities:
Issuance of Debt
Financing Costs

Cash Flow From Financing Activities

Net Change in Cash
Beginning Cash Balance

Ending Cash Balance
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2015E 2016E 2017E 2018E
(331,185) (198,785) (56,645) (24,675)
155,410 163,448 169,885 172,900
23,877 25,602 5,195 2,867
90,092 (39,712) (25,571) (8,649)
(61,806) (49,448) 92,864 142,443
(120,237) (266,357) (109,795) (106,912)
8,884 - - -
(111,353) (266,357) (109,795) (106,912)
436,500 - - -
(9,000) - - -
427,500 - - -
254,341 (315,804) (16,931) 35,531
207,937 462,278 146,474 129,543
462,278 146,474 129,543 165,074
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A. Unaudited Financial Projections

The Debtors believe that the Plan meets the feasibility requirement set forth in section 1129(a)(11) of the
Bankruptcy Code, as confirmation is not likely to be followed by liquidation or the need for further
financial reorganization of the Debtors or any successor under the Plan. In connection with the
development of a plan of reorganization and for the purposes of determining whether such plan would
satisfy this feasibility standard, the Debtors analyzed their ability to satisfy their financial obligations
while maintaining sufficient liquidity and capital resources. The Debtors prepared financial projections
(the “Projections”) for the balance of the 2015 calendar year, and for 2016 through 2018 (the “Projection
Period”). The Debtors do not, as a matter of course, publish their business plans or strategies, projections
or anticipated financial position. Accordingly, the Debtors do not anticipate that they will, and disclaim
any obligation to, furnish updated business plans or projections to holders of Claims or other parties in
interest after the Confirmation Date, or to include such information in documents required to be filed with
the SEC or otherwise make such information public, unless required to do so by the SEC or other
regulatory body pursuant to the provisions of the Plan.

In connection with the planning and development of the Plan, the Projections were prepared by the
Debtors to present the anticipated impact of the Plan. The Projections assume that the Plan will be
implemented in accordance with its stated terms. However, the Projections do not include the impact of
fresh start accounting. The Projections are based on forecasts of key economic variables and may be
significantly impacted by, among other factors, oil and natural gas prices and our expectations about
future commodity prices, the level of activity of oil and natural gas exploration, development and
production in the U.S. Gulf of Mexico and internationally, the demand and day rates for the Company’s
drilling services, competition and supply of competing rigs and liftboats, changes in the political
environment of the countries where the Company operates, regulatory changes and/or a variety of other
factors, including those factors listed in Article XI of the Disclosure Statement entitled Certain Risk
Factors to be Considered. Accordingly, the estimates and assumptions underlying the Projections are
inherently uncertain and are subject to significant business, economic and other uncertainties. Therefore,
such Projections, estimates and assumptions are not necessarily indicative of current values or future
performance, which may be significantly less or more favorable than set forth herein.

The Projections included herein were finalized in July 2015. The Projections should be read in
conjunction with the significant assumptions, qualifications and notes set forth below.

THE DEBTORS PREPARED THE PROJECTIONS WITH THE ASSISTANCE OF THEIR
PROFESSIONALS. THE DEBTORS DID NOT PREPARE SUCH PROJECTIONS TO COMPLY
WITH THE GUIDELINES FOR PROSPECTIVE FINANCIAL STATEMENTS PUBLISHED BY THE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND THE RULES AND
REGULATIONS OF THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION.
EXCEPT FOR PURPOSES OF THE DISCLOSURE STATEMENT, THE DEBTORS DO NOT
PUBLISH PROJECTIONS OF THEIR ANTICIPATED FINANCIAL POSITION OR RESULTS OF
OPERATIONS.

MOREOVER, THE PROJECTIONS CONTAIN CERTAIN STATEMENTS THAT ARE “FORWARD-
LOOKING STATEMENTS” WITHIN THE MEANING OF THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995. THESE STATEMENTS ARE SUBJECT TO A NUMBER OF
ASSUMPTIONS, RISKS, AND UNCERTAINTIES, MANY OF WHICH ARE BEYOND THE
CONTROL OF THE DEBTORS, INCLUDING THE IMPLEMENTATION OF THE PLAN, THE
CONTINUING AVAILABILITY OF SUFFICIENT BORROWING CAPACITY OR OTHER
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FINANCING TO FUND OPERATIONS, ACHIEVING OPERATING EFFICIENCIES, EXISTING
AND FUTURE GOVERNMENTAL REGULATIONS AND ACTIONS OF GOVERNMENTAL
BODIES, INDUSTRY-SPECIFIC RISK FACTORS (AS DETAILED IN SECTION XI. OF THIS
DISCLOSURE STATEMENT ENTITLED “CERTAIN RISK FACTORS TO BE CONSIDERED”),
AND OTHER MARKET AND COMPETITIVE CONDITIONS. HOLDERS OF CLAIMS AND
INTERESTS ARE CAUTIONED THAT THE FORWARD-LOOKING STATEMENTS SPEAK AS OF
THE DATE MADE AND ARE NOT GUARANTEES OF FUTURE PERFORMANCE. ACTUAL
RESULTS OR DEVELOPMENTS MAY DIFFER MATERIALLY FROM THE EXPECTATIONS
EXPRESSED OR IMPLIED IN THE FORWARD-LOOKING STATEMENTS, AND THE DEBTORS
UNDERTAKE NO OBLIGATION TO UPDATE ANY SUCH STATEMENTS.

THE PROJECTIONS, WHILE PRESENTED WITH NUMERICAL SPECIFICITY, ARE
NECESSARILY BASED ON A VARIETY OF ESTIMATES AND ASSUMPTIONS WHICH,
THOUGH CONSIDERED REASONABLE BY THE DEBTORS, MAY NOT BE REALIZED AND
ARE INHERENTLY SUBJECT TO SIGNIFICANT BUSINESS, ECONOMIC, INDUSTRY,
REGULATORY, LEGAL, MARKET, AND FINANCIAL UNCERTAINTIES AND
CONTINGENCIES, MANY OF WHICH ARE BEYOND THE REORGANIZED DEBTORS’
CONTROL. THE DEBTORS CAUTION THAT NO REPRESENTATIONS CAN BE MADE OR ARE
MADE AS TO THE ACCURACY OF THE PROJECTIONS OR TO THE REORGANIZED DEBTORS’
ABILITY TO ACHIEVE THE PROJECTED RESULTS. SOME ASSUMPTIONS INEVITABLY WILL
BE INCORRECT. MOREOVER, EVENTS AND CIRCUMSTANCES OCCURRING SUBSEQUENT
TO THE DATE ON WHICH THE DEBTORS PREPARED THESE PROJECTIONS MAY BE
DIFFERENT FROM THOSE ASSUMED, OR, ALTERNATIVELY, MAY HAVE BEEN
UNANTICIPATED, AND THUS THE OCCURRENCE OF THESE EVENTS MAY AFFECT
FINANCIAL RESULTS IN A MATERIALLY ADVERSE OR MATERIALLY BENEFICIAL
MANNER. EXCEPT AS OTHERWISE PROVIDED IN THE PLAN OR THIS DISCLOSURE
STATEMENT, THE DEBTORS AND REORGANIZED DEBTORS, AS APPLICABLE, DO NOT
INTEND AND UNDERTAKE NO OBLIGATION TO UPDATE OR OTHERWISE REVISE THE
PROJECTIONS TO REFLECT EVENTS OR CIRCUMSTANCES EXISTING OR ARISING AFTER
THE DATE THE DISCLOSURE STATEMENT IS INITIALLY FILED OR TO REFLECT THE
OCCURRENCE OF UNANTICIPATED EVENTS. THEREFORE, THE PROJECTIONS MAY NOT
BE RELIED UPON AS A GUARANTY OR OTHER ASSURANCE OF THE ACTUAL RESULTS
THAT WILL OCCUR. IN DECIDING WHETHER TO VOTE TO ACCEPT OR REJECT THE PLAN,
HOLDERS OF CLAIMS MUST MAKE THEIR OWN DETERMINATIONS AS TO THE
REASONABLENESS OF SUCH ASSUMPTIONS AND THE RELIABILITY OF THE PROJECTIONS
AND SHOULD CONSULT WITH THEIR OWN ADVISORS.

The Projections should be read in conjunction with the assumptions, qualifications, and explanations set
forth in this Disclosure Statement, and the Plan in their entirety, and the historical consolidated financial
statements (including the notes and schedules thereto).
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B. Assumptions to the Projections

1. General Assumptions

Overview. The Debtors and their subsidiaries are a leading provider of shallow-water drilling
and marine services to the oil and natural gas exploration and production industry globally. The
Debtors provide these services to national oil and gas companies, major integrated energy
companies and independent oil and natural gas operators. As of June 30, 2015, the Debtors and
their subsidiaries operated a fleet of 27 jackup rigs, including one rig under construction, and 24
liftboat vessels. The Company’s diverse fleet is capable of providing services such as oil and gas
exploration and development drilling, well service, platform inspection, maintenance and
decommissioning operations in several key shallow-water provinces around the world.

Presentation. The Projections are presented on a consolidated basis, including estimates of
operating results for Debtor and non-Debtor entities, combined.

Methodology. In developing the Projections, the Debtors reviewed the current contracted status
of their offshore jackup rigs and liftboats and made an assessment of whether or not these
contracts were likely to continue or additional contracts were likely to be signed. The forecast
was developed on a rig by rig basis and the Debtors evaluated the likelihood of each of their rigs
and liftboats being utilized over the forecast period.

Plan Consummation. The Projections assume that a Plan will be confirmed or consummated on
or about October 1, 2015.

2. Assumptions With Respect to the Projected Income Statement

Revenues. In the Projections, Revenues are forecasted based on expected day rates and utilization
for existing contracts and expectations around additional contracts for each rig and lift boat.

Operating Costs. Operating Costs are projected based on historical daily regional operating
costs and expected utilization of each rig and liftboat based on current contracts and expectations
around additional contracts.

General and Administrative. General and Administrative Costs are primarily comprised of labor
costs and other expenses associated with the Debtors’ corporate overhead. It also includes
amounts related to G&A associated with the rigs and liftboats. Corporate G&A is based on
historical G&A costs, adjusted for recent cost reduction efforts. Expected annual growth rates
were then applied over the forecast period. Rig and liftboat segment G&A is based on historical
costs with varying growth rates applied based on the market trends by segment.
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Depreciation and Amortization. — Depreciation and Amortization reflects the anticipated
depreciation and amortization of the existing fleet, based on current net book values, with the
inclusion of depreciation associated with the Hercules Highlander after June 2016.

Interest Expense. Interest expense post-emergence is forecasted based on the Debtors’ proposed
exit financing as more fully described in Exhibit H of the Disclosure Statement.

Income Tax (Expense) Benefit. Income tax is estimated based on the jurisdictional mix of the
Company’s projected revenue.

Assumptions with Respect to the Projected Balance Sheet and Projected Statement of Cash
Flows

Working Capital. Working capital assumptions are based on historical DSO and DPO for
accounts receivables and accounts payable, respectively.

Proforma Adjustments Related to Emergence and Exit Financing. The 2015 Balance Sheet
included in the Projections presents a proforma view of October 2015, assuming the effect of
certain adjustments related to the Debtors’ emergence from bankruptcy and obtaining related exit
financing. These adjustments primarily relate to the conversion of the Debtors Senior Notes into
equity as more fully described in Article VII.B.3. of the Disclosure Statement and the incurrence
of the Exit Financing as more fully described in Article VII.C and Exhibit H of the Disclosure
Statement. While the 2015 — 2018 Projections roll-forward the effect of such proforma
adjustments, “fresh start” accounting principles have not been applied.

Capital Expenditures. Projections for expenditures were prepared with consideration of the
Debtors’ current equipment inventory and estimates for growth. Capital Expenditures primarily
relate to ongoing maintenance of the Debtors’ existing jackup rigs and liftboats, with the
exception of approximately $200 million of capital expenditures expected to occur in 2016
related to the completion of the Hercules Highlander.
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EXHIBIT E TO THE DISCLOSURE STATEMENT

LIQUIDATION ANALYSIS

Active 19549401
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LIQUIDATION ANALYSIS

Projected as of October 1, 2015

NOTHING CONTAINED IN THE FOLLOWING LIQUIDATION ANALYSISISINTENDED TO BE OR
CONSTITUTESA CONCESSION OR ADMISSION OF THE DEBTORS. THE ESTIMATED AMOUNT OF
ALLOWED CLAIMSSET FORTH HEREIN SHOULD NOT BE RELIED UPON FOR ANY OTHER
PURPOSE, INCLUDING ANY DETERMINATION OF THE VALUE OF ANY DISTRIBUTION TO BE
MADE ON ACCOUNT OF ALLOWED CLAIMSUNDER THE PLAN. THE ACTUAL AMOUNT OF
ALLOWED CLAIMSIN THESE CHAPTER 11 CASESCOULD DIFFER MATERIALLY FROM THE
ESTIMATED AMOUNTSSET FORTH IN THE LIQUIDATION ANALYSIS.

Introduction

Often called the “best interests” test, sectionQ(@}7) of the Bankruptcy Code requires that thakBaptcy Court
find, as a condition to confirmation of the Plamatteach holder of a Claim or Interest in each ingpaClass: (i)
has accepted the Plan; or (ii) will receive oriretander the Plan property of a value, as of tHedfive Date, that is
not less than the amount that such Person woulved the Debtors were liquidated under chaptef the
Bankruptcy Code. To make these findings, the Bapticy Court must: (1) estimate the cash procedus et
Estimated Liquidation Proceeds”) that a chapteu3tée would generate if each Debtor's Chapter ddeQvere
converted to a chapter 7 case on the Effective Badethe assets of such Debtor’s estate were &tgrigl (2)
determine the distribution (the “Estimated Recovwdrygler Liquidation”) that each non-accepting holdea Claim
or Interest would receive from the Net Estimatequiidlation Proceeds under the priority scheme didtat chapter
7; and (3) compare each holder’s Estimated Recavader Liquidation to the distribution under tha[(the
“Plan Recovery”) that such Holder would receivéhig Plan were confirmed and consummated.

Based on the following hypothetical Liquidation Aysis, the Debtors believe that the Plan satigfiesbest
interests test and that each holder of an Impaieadn or Equity Interest will receive value undee tPlan on the
Effective Date that is not less than the value waltler would receive if the Debtors liquidated endhapter 7 of
the Bankruptcy Code. The Debtors believe thatifaidation Analysis and conclusions set forth lewere fair
and represent management’s best judgment regatttérgsults of a liquidation of the Debtors undeaygter 7 of
the Bankruptcy Code taking into account variousdiecincluding the absence of a robust markettfersale of the
Debtors’ assets and the negative impact on valigiag from a distressed sale of a large numbeigsfin a
relatively short amount of time under current madanditions. The Liquidation Analysis was prepbfer the sole
purpose of assisting the Bankruptcy Court and heldéImpaired Claims or Equity Interests in makihi
determination, and should not be used for any qibgoose. Nothing contained in this Liquidationadyrsis is
intended as or constitutes a concession or admi$siany purpose other than the presentationhyfpathetical
Liquidation Analysis for purposes of the best ietds test. Accordingly, asset values discussedrharay be
different than amounts referred to in the Plane Tlyuidation Analysis is based upon certain asgiong

discussed herein and in the Disclosure Statement.

Significant Assumptions

The Liquidation Analysis assumes that the Debtigsidation would commence on or about OctoberQll,2(the
“Conversion Date”) under the direction of a chaptérustee and would continue for a period of aginately
twelve months, during which time all of the Debtassets would be sold, and the cash proceedsf{figuidation-
related costs), together with the cash on hand]dutwen be distributed to Creditors in accordanié te priority
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scheme established under the Bankruptcy Code.DEbéors would expect the chapter 7 trustee torretai
professionals to assist in the liquidation of thates. It is assumed that the Debtors would coatio operate all
rigs under customer contracts at the Conversioe Dabrder to maximize the liquidation value. éiher
operations are assumed to cease in order to mimiaaigts associated with the chapter 7 wind dowrligoaiation.
Because the Debtors own 100% of the equity inteliesthe non-Debtor subsidiaries, with the exceptibthe
Hercules Offshore (Nigeria) Limited (“Nigerian Emti), and all management and corporate functiosglewith
the Debtor entities, operations at those subs&lasiould cease as well. Therefore, for the puiposthe
Liguidation Analysis, the Debtors and their advisbave attempted to ascribe value to each of $etsas
individually as they would be liquidated by a cheapt trustee and the professionals retained byrtiséee. For
other assets, liquidation values were assessagkefaral classes of assets by estimating the pegenecoveries
that a trustee might achieve through an orderlgafigion. Where applicable, asset recoveries bel@asshown net
of the costs to achieve those recoveries.

The Debtor entitiesare all guarantors of the Senior Notes Claims and the value of all Debtor and Non-Debtor
entities ultimately accrue directly or indirectly to one or more of the Debtor entities, therefore, for purposes
of thisliquidation analysisthe comparison to the chapter 11 Plan isdone on a consolidated basis.

The statements in the Liquidation Analysis, inchglestimates of Allowed Claims, were prepared gdtehssist
the Bankruptcy Court in making the findings reqditender section 1129(a)(7) of the Bankruptcy Cattbthey
may not be used or relied upon for any other pwepos

THE DEBTORS BELIEVE THAT ANY ANALYSIS OF A HYPOTHETCAL LIQUIDATION IS
NECESSARILY SPECULATIVE. THERE ARE A NUMBER OF EBWATES AND ASSUMPTIONS
UNDERLYING THE LIQUIDATION ANALYSIS THAT ARE INHERENTLY SUBJECT TO SIGNIFICANT
UNCERTAINTIES AND CONTINGENCIES BEYOND THE CONTROOF THE DEBTORS OR A CHAPTER
7 TRUSTEE. NEITHER THE LIQUIDATION ANALYSIS, NOR RE FINANCIAL INFORMATION ON
WHICH IT IS BASED, HAS BEEN EXAMINED OR REVIEWED BYNDEPENDENT ACCOUNTANTS IN
ACCORDANCE WITH STANDARDS PROMULGATED BY THE AMERIEN INSTITUTE OF CERTIFIED
PUBLIC ACCOUNTANTS. THERE CAN BE NO ASSURANCE THAACTUAL RESULTS WILL NOT
VARY MATERIALLY FROM THE HYPOTHETICAL RESULTS PRESHTED IN THE LIQUIDATION
ANALYSIS.

Summary Notes to Liquidation Analysis

1. Dependence on assumptions. The Liquidation Analysis is based on a humbezgifimates and assumptions
that, although developed and considered reasobghiganagement and the Debtors’ advisors, are
inherently subject to significant economic, busmesgulatory and competitive uncertainties and
contingencies beyond the control of the Debtorscodingly, there can be no assurance that theesalu
reflected in this Liquidation Analysis would be lieed if the Debtors were, in fact, to undergo sach
liquidation and actual results could vary mateyialhd adversely from those contained herein.

2. Additional claimsin a liquidation. The liquidation itself may trigger certain oldigpns and priority
payments that otherwise would not be due in théargi course of business or would otherwise nagtexi
under a chapter 11 plan. These priority paymewigidvbe made in full before any distribution of peeds
to pay holders of general unsecured claims or teendiistributions in respect of Equity InterestdheT
liquidation would likely prompt certain other everib occur including the rejection of executorytcacts,
unexpired leases, defaults under agreements wighlisus, and severance obligations. Such events, i
triggered, would likely create a larger number i&ditors and would subject the chapter 7 estates to
additional claims. As a general rule, the Compawgsdhot enter into long-term contracts with their

Page 2 of 9



Case 15-11685-KJC Doc 16-5 Filed 08/13/15 Page 4 of 10

vendors and only maintains leases for its corpa#itees and Houma facility. As such, the amouint o
additional unsecured claims is not deemed to havatarial impact on the Liquidation Analysis.

Preference transfers. A thorough preference analysis has not been cdediny the Debtors or their
advisors. The Company is currently paying venaorscheduled terms and is expected to do so through
the expected Conversion Date. Therefore the anafysreference claims are estimated at zero for the
purposes of this Liquidation Analysis

Fraudulent transfers. No recovery or related litigation costs have batributed to any potential fraudulent
transfer actions under the Bankruptcy Code. That@se do not believe that such causes of actiorldvou
have a material effect on the Liquidation Analyfsispurposes of section 1129(a)(7) of the Bankrmuptc
Code.

Dependence on a forecasted balance sheet. This Liquidation Analysis is dependent on a fosted balance
sheet and the Debtors’ current best estimatesregbect to forecasted balances by Debtor entityoasdd
on the Debtors’ current legal and financial reviekorecasted balances could vary from the Debtors’
estimates and additional legal or financial analgsiuld cause the Debtors’ estimates to change.

Chapter 7 liquidation costs. It is assumed that it would take twelve monthsdmplete the wind down and
liquidation of the Debtors’ estates. The fees aperating expenses incurred during the Chapteo@egs
are included in the estimate of Chapter 7 Admiatste Claims. In addition, there are liquidatiarsts
associated with most of the Debtors’ assets. Asseiveries are shown in the Liquidation Analysis of
such liquidation costs.

Claims Estimates. Claims are estimated at the Conversion Date basedanagement’s recent projections.
The Company does not provide projections at thallegtity level, and therefore when claims couldl lm®
projected, liabilities as of May 31, 2015 were used

Claim assertions. The Senior Note Claims (approximately $1.2 biljiane joint and several obligations of
each of the Debtors. As such, Senior Notes Claioggther with Chapter 7 and Chapter 11 Administeat
Claims, are represented as being asserted aghiBsttaor entities. In a Chapter 7, the SenioréNot
Claims would share pro rata with Allowed Generakeeured Claims in any distribution of liquidation
proceeds at the applicable Debtor. However, theitation Analysis is performed on a consolidatesida
and the consolidated net liquidation proceeds tinbated evenly across the Senior Note Claims and
consolidated General Unsecured Claims.

Conclusion: The Debtors have deter mined, as summarized in the following analysis, that confirmation of
the Plan will provide all impaired creditorsand equity holderswith arecovery (if any) that isnot less
than what they would otherwise receive pursuant to a liquidation of the Debtorsunder chapter 7 of the
Bankruptcy Code.
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The following Liquidation Analysis should be reviesvwith the accompanying notes.

Liquidation Analysis for Consolidated Debtor Entities
(Sin MiIIions)m
Estimated Values in
Liquidation Estimated Recovery%
Amount Low High Low High
(a) Cash S 53.1 S 531 $ 53.1 100% 100%
(b) Accounts Receivable - Trade 42.7 21.4 32.0 50% 75%
Accounts Receivable - Other 0.5 0.1 0.3 25% 50%
(c) Other Current Assets 20.8 - - 0% 0%
Total Current Assets 117.2 74.6 85.4 64% 73%
(d) Property, Plant & Equipment 398.3 36.9 82.0 9% 21%
(e) Deferred Drydock 1.0 - - 0% 0%
(f) Other Assets 19.1 2.7 5.5 14% 29%
(g) Intercompany Receivables - Non-Debtor 704.7 - - 0% 0%
(h) Investment in Non-Debtor Affiliates 335.3 52.4 268.0 16% 80%
Total S 1,575.6 S 166.6 $ 440.9 11% 28%
Gross Liquidation Proceeds Available for Distribution S 166.6 $ 440.9
Estimated Recovery Estimated Recovery%
Low High Low High Ch. 11 Plan
(k) Chapter 7 Admin Claims
Total Operating Expenses 66.4 66.4 100% 100% N/A
Trustee Fees 5.0 13.2 100% 100% N/A
(I) Priority Tax Claims 5.5 5.5 100% 100% 100%
Net Estimated Liquidation Proceeds 89.6 355.7
(m) Chapter 11 Administrative Expenses 3.0 3.0
(n) Class 1 - Other Priority Claims - - - N/A N/A 100%
(o) Class 2 - Other Secured Claims - - - N/A N/A 100%
(p) Class 3 - Senior Notes Claims 1,211.0 80.0 325.6 7% 27% 41%
(q) Class 4 - General Unsecured Claims 100.7 6.6 27.1 7% 27% 100%
(r) Class 5 - Intercompany Claims 480.5 - - 0% 0% 100%
(s) Class 6 - Intercompany Interests - - - N/A N/A 100%
(t) Class 7 - HERO Equity Interests ) 316.6 - - 0% 0% 0%
(1) Value of zero indicates amount less than $50,000
(2) For the avoidance of doubt, the projected recovery for holders of Senior Notes Claims does not include any recovery attributable to
the right of holders of Senior Notes Claims who are Eligible Noteholders to participate in the First Lien Exit Facility
(3) Holders of Class 7 Equity Interests will receive no distribution on account of their HERO Equity Interests, provided, however, that such
holders that do not opt out of the Releases contained in Article VI of the Plan shall receive their Pro Rata share of (i) 3.1% of the
New HERO Common Stock, and (ii) the New HERO Warrants

Detailed Assumptions

Asset Recovery Estimates

Asset recovery estimates presented in this LigigdaAnalysis are based on the Company’s projectetsalidated
Debtor balance sheet for October 1, 2015. Wheetsag®uld not be projected, May 31, 2015 balance® wsed
and noted.

(a) Cash: The Liquidation Analysis assumes current atjrs continue and ongoing expenses are incurred

until the Conversion Date. The book cash balanc®©etbber 1, 2015 is based on the most recent
projections prepared by management. The Debttimas a 100% recovery on Cash.
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Accounts Receivable: Because the Company doesonetdst accounts receivable at the entity level, th
balance is based on the May 31, 2015 balance$iéocdnsolidated Debtor entities. It is not expedhed

the October 1, 2015 accounts receivable balandevary materially from this estimate. It is assunibdt

in a Chapter 7 certain existing staff of the Debdtwould be retained to lead an aggressive collecftort

for outstanding Accounts Receivable. In ordeatbieve the highest recovery of accounts receiyale
Debtors believe that relatively senior level peopl#l be retained. The costs associated with such
employees (excluding any retention or incentive npants that may be required) are included in the
Chapter 7 operating expenses. Due to the comeduate of the Debtors’ business, and the assumgiain
contracted rig operations will continue until thgsrare sold over the twelve-month liquidation pdiit is
very likely that conversion to a Chapter 7 willdigt operations in the middle of a contract. Aligh the
Debtors expect that the operating rigs would bd sold the contracts would be assigned to the bityier,
likely that there are certain instances where wiisnot occur. As a result, the Debtors estimat&0% -
75% recovery rate on accounts receivable.

The line item entitled “Accounts Receivable — Ottensists primarily of a single receivable relatedan
insurance claim. The Debtors estimate a 25%-5@%very rate for this receivable in a chapter 7 aden

Other Current Assets: Amounts in this category pmeidantly represent prepaid expenses, prepaid
insurance, and deferred tax assets all of whichagaseimed to have no recovery in a liquidation. The
Liguidation Analysis uses the book value as of Mdy 2015 for such amounts, which does not have a
meaningful impact on recovery.

Property, Plant & Equipment: Fixed assets primanilglude rigs and related equipment, liftboats, and
miscellaneous equipment. The Debtors currentlyehs® jackup rigs primarily located in the Gulf of
Mexico. 9 rigs are cold stacked, 6 are under cohtrtad 4 are warm stacked as of June 23, 201mfAlle
current rig contracts expire prior to the end o120There is currently a significant oversupplyrigh in

the market, and the average age of the Debtors’isB7 years. It is management’s view that rigs ar
becoming increasingly difficult to sell in an owaturated market with decreasing demand.

In general, contracted rigs can be sold at thedsghalues, and warm stacked rigs can be sold easity
at higher values than cold stacked rigs. Basesh@magement’s knowledge of the rigs and current etark
conditions, comparable rigs sales Hercules ma@@1%, and other data points, the Debtors and their
advisors assigned orderly liquidation values tchezfahe Debtors’ rigs by rig category (i.e., cetdcked
rigs, warm stacked rigs and contracted rigs). Gienalready over saturated nature of the marketlzs
shortage of willing buyers in the market under présonditions, it is likely that 19 additional sigitting
the market at one time would significantly reducese already depressed liquidation values. Fsr thi
reason, the Debtors applied an additional 50-759¢adint to the liquidation values.

Additionally, the Debtors own 10 liftboats in vau® classes. The liftboats were reviewed using a
methodology similar to that used for the drillings. Of the 10 liftboats, management believes 3 are
significantly more marketable due to age and clasd these were ascribed a higher value. It is
management’s opinion that there are few, if anyepial buyers currently in the market for liftbeatnd
therefore it was assumed that an additional discotil60-75% should be applied to reflect the inceanal
reduction in value due to marketing all 10 liftb®at the same time.

For other fixed asset classes, liquidation discowre applied based on discussions with manageanent

current market demand as outlined in the tableviaeldhese discounts were applied on fair marketevalu
the assets in question if available, and on neklvatue where unavailable.
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It is assumed that the Chapter 7 trustee wouldnratdroker to sell the fixed assets, and theredonearket
standard brokerage fee of 2% was applied.

PPE Sumary for the Consolidated Debtor Entities
(S in Millions)
Estimated Values in
Liquidation Estimated Recovery%
NBV Low High Low High

Net Buildings S 0.0 S 00 § 0.0 50% 75%
PPE-Land - - - 50% 75%
Net Leasehold Improvements 33 - - 0% 0%
Net Furniture & Fixtures 0.5 - 0.0 0% 5%
Net information Technology 3.7 - 0.4 0% 10%
PPE-CIP-Additions 6.6 1.6 3.3 25% 50%
Net Drillpipe and Collars 0.0 19 3.8 25% 50%
Net Pool Equipment 1.4 1.8 3.6 25% 50%
Top Drives 7.4 14 2.9 25% 50%
Net Vehicles 0.0 0.0 0.0 25% 50%
Net Yard Equipment - 0.4 0.9 25% 50%
Rigs and Related Equipment 333.2 14.7 36.1 4% 11%
Net Vessels and Marine Equipment 42.2 15.7 32.8 37% 78%
Total Gross PPE Proceeds S 398.3 S 376 S 837 9% 21%
Less: Broker Fee (0.8) (1.7)
Total Net PPE S 398.3 S 369 S 82.0 9% 21%

Deferred Drydock: Includes certain amortized dogking cost and coast guard fees. They are asstoned
have no estimated recovery.

Other Assets: Includes capitalized debt cost, etatke securities related to the deferred compiemsat
plan and deposits. The capitalized debt issuaosts @re expected to have no value in a liquidafitre
marketable securities are not protected in the tegérm Chapter 7. The recovery on cash deposits and
marketable securities is estimated at 50-100% ok lo@alance.

Estimated Values in
Liquidation Estimated Recovery%
NBV Low High Low High

Debt Issuance Costs S 13.8 S - S - 0% 0%
Deferred Comp Plan-Marketable Securities 3.4 1.7 3.4 50% 100%
Deposits 2.1 1.1 2.1 50% 100%
Other - - - 0% 0%
Total Other Assets 19.3 2.7 5.5

Intercompany Receivables — Non Debtor: Collectibrintercompany Receivables (i.e. collections from
non-Debtors) is estimated at zero. Any recoveriglated to assets from non-Debtor subsidiaries are
assumed to be recovered under “Investments in Neltdd Affiliates” as described below in section. (h)

Investment in Non-Debtor Affiliates: The Debtoravie investments in certain non-debtor foreign
subsidiaries. The management team and substardially the administrative functions exist at thebtbr

Page 6 of 9



Case 15-11685-KJC Doc 16-5 Filed 08/13/15 Page 8 of 10

level. For this reason, it is unlikely the non-detentities would be able to operate as a goingeenand
would instead be forced into a liquidation. In idd, it is assumed that the rigs are being soith w
contracts in place, and therefore it is unlikelgttthe liquidation proceeds would vary substantifdbm
the proceeds received under a hypothetical sateeafion-Debtor entities as going concerns.

As noted previously, the Debtors own 100% of theitygnterest in the non-Debtor subsidiaries witle t
exception of the Nigerian entity, which is 60% owngy a local Nigerian party. While only the proaat
portion of the net liquidation proceeds at the Kige entity would go towards satisfying the Debtors
investment in non-Debtor affiliates, we do not ectpthe net recovery of the Nigerian Entity’s liqattbn

to have a meaningful impact on the liquidation gsial

Any proceeds from liquidation of non-Debtor subaités must first be used to satisfy trade payadhes
other expenses at the foreign entity level, priobeing returned to the Debtors. Therefore, theidor
liquidation analysis was performed on a consolididiasis using the Asset Recovery Estimates outlined
above in sections (a) — (f).

It should be noted that all seven of the foreigys rare either under long term contracts or beiniyely
marketed. Two rigs in particular, théercules Triumph andHercules Resilience, have significantly more
value than the other rigs in a liquidation scenaBmth rigs were built in 2013.

In addition, the foreign entities have currently deatwo installment payments totaling $47.2 million
toward the building of a new rig, théercules Highlander, with a final installment of $188.8M due upon
delivery of the vessel, estimated in the secondtgquaf 2016. In a chapter 7 scenario, the compaitly
not have the liquidity to make the final installm@ayment, and therefore the payment will not belenan
this case, the contracted customer for Hteecules Highlander has the right to purchase the rig from the
shipyard at full value resulting in a recoup of ##7.2 million (included as the high scenario)tHé
customer refuses the right to purchase the rig,eosinp is retained by the shipyard which will thearket
the rig for sale. In current market conditionssiassumed that the remaining rig payment will exicéhe
sale value of the rig by the shipyard, resultingnim recovery of the first two installment payments
(included as the low scenario). Per the contraxteficiency claim arises as a result of failingriake the
final payment and secure delivery of the rig.

The table below shows the net proceeds of the didased non-Debtor subsidiaries in a liquidation
scenario. The amounts available to pay intercompateyests (which are bolded below, and are listed
between $52.4 million and $268.0 million) correlateline item “h” on the table in page 4, entitled,
“Investment in Non-Debtor Affiliates”.

Page 7 of 9
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Liquidation Analysis for Consolidated Non-Debtor Subsidiaries
($ in Millions)™
Estimated Values in
Liquidation Estimated Recovery%
Amount Low High Low High
(a) Cash S 323 S 323 $ 323 100% 100%
(b) Accounts Receivable - Trade 64.4 32.2 48.3 50% 75%
Accounts Receivable - Other 2.0 0.5 1.0 25% 50%
(c) Other Current Assets 4.4 - - 0% 0%
Total Current Assets 103.1 64.9 815 63% 79%
(d) Property, Plant & Equipment 1,166.2 109.8 308.8 9% 26%
(e) Deferred Drydock 0.3 - - 0% 0%
(f) Other Assets 2.8 0.1 0.1 2% 4%
(g) Intercompany Receivables - Debtor 480.5 - - 0% 0%
Total S 1,752.9 S 1748 $ 390.4 10% 22%
Gross Liquidation Proceeds Available for Distribution $ 1748 $ 390.4
Operating Expenses during Liquidation Period 53.4 53.4
Total Payables and Accrued Liabilities 69.1 69.1 69.1 100% 100%
Intercompany Interests 335.3 52.4 268.0 16% 80%
Intercompany Payables 704.7 - - 0% 0%
(1)Value of zero indicates amount less than 550,000

Estimated Preference Claims: In general the companys its vendor to terms. As such, the amount of
preference claims was estimated at zero for pugpofthis liquidation analysis.

Other Causes of Action: No material causes obadbave been identified and as such they are diyren
estimated at zero for purposes of this Liquidatioalysis.

Other Items

Claims

(k)

The Company has reviewed off balance sheet itemotloer potential recoveries in the context of a
liquidation. These could consist of assignmentanfé rig contracts. Although in certain instandbsse
contracts are transferrable, any value reflectetthéntransfer of the contracts is included in igeitiation
value of the rigs under contract as of the Converfiate.

Chapter 7 Admin Claims: Amount represents the edtoh chapter 7 trustee costs, costs of the trisstee’
professionals, and chapter 7 operating expensesapttired elsewhere in the analysis. The Liquidatio
Analysis assumes that the Chapter 7 trustee woelldonpensated in accordance with the guidelines of
section 326 of the Bankruptcy Code. In additior mave included an estimate for legal and financial
professionals assisting the trustee in the amott.anillion per month for the first 3 months, $5000

per month for the next four months, and $250,000 menth for the remaining five months of the
liquidation period.

Operating costs incurred during the liquidationipetmvere estimated based on management projedtons
the twelve months following the Conversion Datepe@ating expenses were forecasted on a per rig.basi

Page 8 of 9



()

Case 15-11685-KJC Doc 16-5 Filed 08/13/15 Page 10 of 10

Rigs currently under contracts that extend pastQbeversion Date were assumed to continue operating
under their current operating structure until soRigs currently under contracts that expire ptmithe
Conversion Date were assumed to be warm stackdédigoidated. The remaining rigs were assumed to
remain warm stacked or cold stacked based on theient status. As rigs are liquidated over thelrey
month liquidation period, their operating expensese removed accordingly. In addition, as the camyp
has already made significant cuts to general antdrastrative expenses (“G&A”) in the months leading

to the bankruptcy filing, it is expected that G&Allwemain at current projected levels for the ffitkree
months as the company continues to operate coetraiys and market them for sale and to aggressivel
collect outstanding receivables. As rigs and Jssaee sold, G&A steps down over the twelve month
period until eventually reaching zero.

Priority Tax Claims: Reflects estimated unpaid¢kaims as of the Conversion Date.

(m) Chapter 11 Admin Claims: Administrative expensesuld primarily include estimates for post-petition

(n)

(0)
(p)

(a)

(r)

(s)
(t)

accounts payable and unpaid professional feestafte€Conversion Date. As there is only a shoriopleof
time expected between the Chapter 11 filing andGbaversion Date, Chapter 11 Administrative claims

were estimated at $3 million.

Other Priority Claims: For purposes of this Licaiidn Analysis, Other Priority Claims are estimatgd

zero. Such amount is an estimate and the adaialcould be higher than this estimate.

Other Secured Claims: Currently the Debtor entiéigsume Other Secured Claims are zero.

Senior Note Claims: These claims are estimatedla $illion, the approximate outstanding principal

balance of the Senior Notes Claims as of the bamé&yufiling. Senior Note Claims are asserted agfaati
the Debtor entities with Hercules Offshore, Incttesborrower and all other Debtor entities as @mniars.

General Unsecured Claims: Includes trade claingsadher accrued liabilities. The Debtors’ estimafe

$100.7 million of General Unsecured Claims is basedhe balance of payables and accrued liabilg&gs
reflected on the Debtors’ books and records asaf ®IL, 2015. Such amount is an estimate and thalact

Allowed amount of such claims could be either highrelower than this estimate.

Intercompany Claims: Includes all intercompanyesaand payables to non-Debtor entities. Intercompan

Claims of non-Debtor entities were estimated at088@l. Such amount is an estimate and the actual

Allowed amount of such claims could be higher avdo than this estimate.

Intercompany Interests: Represents the equitydaste of one Debtor owned by another Debtor.

HERO Equity Interests: Represents the outstanelipdty interest in Hercules Offshore, Inc.
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REORGANIZED DEBTORS VALUATION

THIS VALUATION IS PRESENTED SOLELY FOR THE PURPOSE OF PROVIDING
“ADEQUATE INFORMATION” UNDER SECTION 1125 OF THE BANKRUPTCY
CODE AND IS FOR THE SOLE USE BY THE DEBTORS AND SHOULD NOT BE
USED OR RELIED UPON FOR ANY OTHER PURPOSE, INCLUDING THE
PURCHASE OR SALE OF SECURITIES OF, OR CLAIMS OR INTERESTS IN, THE
DEBTORS.

THE VALUATION INFORMATION SET FORTH HEREIN REPRESENTS A
HYPOTHETICAL VALUATION OF THE REORGANIZED DEBTORS, WHICH
ASSUMES THAT SUCH REORGANIZED DEBTORS CONTINUE AS AN OPERATING
BUSINESS. THE ESTIMATED VALUE SET FORTH IN THIS SECTION DOES NOT
PURPORT TO CONSTITUTE AN APPRAISAL OR NECESSARILY REFLECT THE
ACTUAL MARKET VALUE THAT MIGHT BE REALIZED THROUGH A SALE OR
LIQUIDATION OF THE REORGANIZED DEBTORS, THEIR SECURITIES OR
THEIR ASSETS, WHICH MAY BE MATERIALLY DIFFERENT THAN THE
ESTIMATE SET FORTH IN THIS SECTION. ACCORDINGLY, SUCH ESTIMATED
VALUE IS NOT NECESSARILY INDICATIVE OF THE PRICES AT WHICH ANY
SECURITIES OF THE REORGANIZED DEBTORS MAY TRADE AFTER GIVING
EFFECT TO THE TRANSACTIONS SET FORTH IN THE PLAN. ANY SUCH PRICES
MAY BE MATERIALLY DIFFERENT THAN INDICATED BY THIS VALUATION.

The Debtors have been advised by their financial advisor, Lazard Freres & Co. LLC (“Lazard”),
with respect to the estimated going concern value of the Reorganized Debtors. Lazard assisted in
the analysis to determine the value available for distribution to holders of Allowed Claims
pursuant to the Plan. The estimated theoretical total value available for distribution to holders of
Allowed Claims (the “Enterprise Value”) consists of the estimated value of the Reorganized
Debtors’ operations on a going-concern basis and the value of excess cash on the Assumed
Effective Date (defined below). The valuation analysis herein is based on information as of the
date of the Disclosure Statement. The valuation analysis assumes that the reorganization takes
place on September 30, 2015 (the “Assumed Effective Date”) and is based on projections
provided by the Debtors’ management (“Financial Projections”) for 2015 to 2019.

Based on the Financial Projections and solely for purposes of the Plan, the estimated Enterprise
Value of the Reorganized Debtors falls within a range from approximately $535 million to
approximately $725 million, which is used herein as of the value of the Reorganized Debtors’
operations on a going-concern basis. For purposes of this valuation, it has been assumed that no
material changes that would affect value occur between the date of the Disclosure Statement and
the Assumed Effective Date. Based on an estimated net debt balance of approximately $133
million' as contemplated in the Plan as of September 30, 2015, the resulting implied range of
value for the equity of the Reorganized Debtors is approximately $402 million to approximately
$592 million. These values do not give effect to the potentially dilutive impact of any equity
issued upon exercise of any warrants or any equity under any management equity incentive
program. These estimates of Enterprise Value do not constitute an opinion as to fairness from a

' Net debt calculated based on $450 million of Post-Reorganization debt, net of approximately $317 million of
excess cash.
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financial point of view of the consideration to be received under the Plan or of the terms and
provisions of the Plan.

THE ASSUMED ENTERPRISE VALUE AND EQUITY VALUE RANGES, AS OF THE
ASSUMED EFFECTIVE DATE, REFLECT WORK PERFORMED BY LAZARD AND THE
DEBTORS AND ON THE BASIS OF INFORMATION AVAILABLE AS OF JULY 2015.
ALTHOUGH SUBSEQUENT DEVELOPMENTS MAY AFFECT CONCLUSIONS,
NEITHER LAZARD, NOR THE DEBTORS HAVE ANY OBLIGATION TO UPDATE,
REVISE OR REAFFIRM THE ESTIMATE.

Lazard assumed that the Financial Projections were reasonably prepared in good faith and on a
basis reflecting the Debtors’ most accurate currently available estimates and judgments as to the
future operating and financial performance of the Reorganized Debtors. The estimated Enterprise
Value and Equity Value ranges assume the Reorganized Debtors will achieve their Financial
Projections in all material respects, including revenue growth, EBITDA margins, and cash flows
as projected. If the business performs at levels below or above those set forth in the Financial
Projections, such performance may have a materially negative or positive impact, respectively,
on Enterprise Value and Equity Value. In estimating the Enterprise Value, Lazard: (a) reviewed
certain historical financial information of the Debtors for recent years and interim periods, which
is limited; (b) reviewed certain internal financial and operating data of the Debtors, including the
Financial Projections; (c) discussed the Debtors’ operations and future prospects with the senior
management team and third-party advisors; (d) reviewed certain publicly available financial data
for, and considered the market value of, public companies that Lazard deemed generally relevant
in analyzing the value of the Reorganized Debtors; (e) considered certain economic and industry
information relevant to the operating businesses; and (f) conducted such other studies, analyses,
inquiries and investigations as it deemed appropriate. Lazard assumed and relied on the accuracy
and completeness of all financial and other information furnished to it by the Debtors’
management as well as publicly available information.

In addition, Lazard did not independently verify the Financial Projections in connection with
preparing estimates of Enterprise Value and Equity Value, and no independent valuations or
appraisals of the Debtors were sought or obtained for this purpose. Such estimates were
developed solely for purposes of the formulation and negotiation of the Plan, and to provide
“adequate information” pursuant to section 1125 of the Bankruptcy Code.

The estimated Enterprise Value and Equity Value do not constitute a recommendation to any
holder of Allowed Claims as to how such person should vote or otherwise act with respect to the
Plan. Lazard has not been asked to and does not express any view as to what the trading value of
the Reorganized Debtors’ securities would be on issuance at any time. The estimated Enterprise
Value and Equity Value of the Reorganized Debtors set forth herein does not constitute an
opinion as to fairness from a financial point of view to any person of the consideration to be
received by such person under the Plan or of the terms and provisions of the Plan.

Lazard’s estimate of Enterprise Value reflects the application of standard valuation techniques
and does not purport to reflect or constitute appraisals, liquidation values or estimates of the
actual market value that may be realized through the sale of any securities, which may be
significantly different than the amounts set forth herein. The value of an operating business is
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subject to numerous uncertainties and contingencies that are difficult to predict and will
fluctuate with changes in factors affecting the financial condition and prospects of such a
business. As a result, the estimated Enterprise Value and Equity Value ranges of the
Reorganized Debtors set forth herein is not necessarily indicative of actual outcomes, which
may be significantly more or less favorable than those set forth herein. Neither the Reorganized
Debtors, Lazard, nor any other person assumes responsibility for any differences between the
Enterprise Value or Equity Value ranges and such actual outcomes. Actual market prices of any
securities will depend upon, among other things, the operating performance of the Reorganized
Debtors, prevailing interest rates, conditions in the financial markets, the anticipated holding
period of securities received, developments in the Reorganized Debtors’ industry and economic
conditions generally and other factors which generally influence the prices of securities.

THE PREPARATION OF A VALUATION ESTIMATE INVOLVES VARIOUS
DETERMINATIONS AS TO THE MOST APPROPRIATE AND RELEVANT METHODS OF
FINANCIAL ANALYSIS AND THE APPLICATION OF THESE METHODS IN THE
PARTICULAR CIRCUMSTANCES AND, THEREFORE, SUCH AN ESTIMATE IS NOT
READILY SUITABLE TO SUMMARY DESCRIPTION. IN PERFORMING THEIR
ANALYSES, LAZARD AND THE DEBTORS MADE NUMEROUS ASSUMPTIONS WITH
RESPECT TO INDUSTRY PERFORMANCE, BUSINESS AND ECONOMIC CONDITIONS
AND OTHER MATTERS. THE ANALYSES PERFORMED BY LAZARD ARE NOT
NECESSARILY INDICATIVE OF ACTUAL VALUES OR FUTURE RESULTS, WHICH
MAY BE SIGNIFICANTLY MORE OR LESS FAVORABLE THAN SUGGESTED BY
SUCH ANALYSES.
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EXHIBIT G TO THE DISCLOSURE STATEMENT

FLEET STATUS REPORT AS OF JUNE 23, 2015

Active 19549401



sllela

Case 15-11685-KJC Doc 16-7 Filed 08/13/15 Page 2 of 4

Hercules Offshore

Monthly Rig Fleet Status Report

© 0O ~NOUAWNRE

“ HERCULES as of
Offshore June 23, 2015
Contract (2) Est. Duration (3)
Rig Name Rig Type Location Customer / Status (1) Dayrate ($000s) Date Comments
Domestic Offshore
Hercules 150 150'- ILC GOM Warm Stacked
Hercules 173 173'- MC GOM Chevron 69-71 99 09/30/15
Hercules 201 200' - MC GOM Warm Stacked
Hercules 205 200' - MC GOM Byron Energy 69-71 8 07/01/15 |Contract commenced 06/22/2015.
Hercules 209 200' - MC GOM Warm Stacked
Hercules 263 250' - MC GOM Tana 69-71 4 06/27/15
Hercules 264 250' - MC GOM Linder 69-71 39 08/01/15 [Contract commenced 06/01/2015.
Hercules 300 300' - MC GOM Arena 103-105 39 08/01/15
Hercules 350 350'- ILC GOM Arena 99-101 38 07/31/15
Average (4) 25 days
10 | Hercules 120 120'- MC GOM Cold Stacked 02/2015
11 | Hercules 200 200' - MC GOM Cold Stacked 01/2015
12 | Hercules 202 200' - MC GOM Cold Stacked 10/2014
13 | Hercules 204 200' - MC GOM Cold Stacked 10/2014
Hercules 207 200' - MC GOM Cold Stacked 01/2009 Sold in June for approximately $1.8 million.
Hercules 211 200' - MC Workover GOM Cold Stacked 01/2009 Sold in June for approximately $1.8 million.
14 | Hercules 212 200' - MC GOM Cold Stacked 10/2014
15 | Hercules 213 200' - MC GOM Cold Stacked 11/2014
16 | Hercules 214 200' - MC GOM Cold Stacked 01/2015
17 | Hercules 251 250' - MS GOM Cold Stacked 01/2015
18 | Hercules 253 250' - MS GOM Cold Stacked 01/2015
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Hercules Offshore
“ HERCULES Monthly Rig Fleet Status Report

“ Offshore as of

June 23, 2015

Contract (2) Est. Duration (3)
Rig Name Rig Type Location Customer / Status (1) Dayrate ($000s) Days Date Comments
International Offshore
Singapore Under Construction 04/20/16
1 | Hercules Highlander 400'- ILC En route 07/31/16
UK Maersk Oil UK 224-226 1,826 07/31/21 |Company to receive mobilization fee of approximately $9 million.
2 | Hercules Resilience 400' - ILC Gabon Ready Stacked
3 | Hercules Triumph 400' - ILC Netherlands Ready Stacked
4 | Hercules 208 200' - MC Malaysia Warm Stacked
5 | Hercules 260 250'- ILC Gabon ENI 74-76 1,756 04/13/20 |Contract commenced 04/13/2015. See footnote (5).
6 | Hercules 261 250" - ILC saudi Arabia Saudi Aramco 66-68 557 | 12/31/16 |Contract was reinstated 06/01/2015. Rate reduction effective 01/01/2015 through
135-137 1,002 09/29/19 |12/31/2016.
7 | Hercules 262 250" - ILC saudi Arabia Saudi Aramco 66-68 557 | 12/31/16 |Rate reduction effective 01/01/2015 through 12/31/2016.
117-119 1,042 11/08/19
s | Hercules 266 250" - ILC saudi Arabia Saudi Aramco 66-68 160 11/30/15 Rate reduction effective 01/01/2015 through the remaining term of its contract. See
footnote (6).
9 | Hercules 267 250'- ILC Gabon Ready Stacked
Average (4) 767 days
[ Perisai Pacific 101 [ 400 -1LC [ Malaysia [ Petronas Carigali [ Undisclosed | 773 | 08/04/117 | See footnote (7).
[ Perisai Pacific 102 [ 400 -1LC [ singapore [ under Construction [ [ | 06/30/15 | See footnote (7).

(1) Rigs with a Customer named are under contract, while rigs described as "Ready Stacked" are not under contract, but generally are ready for service. Rigs described as "Warm Stacked" are actively marketed and may have a reduced number of crew, but require a full crew to be ready for service.
Rigs described as "Cold Stacked" are not actively marketed, normally require the hiring of an entire crew and require a maintenance review and refurbishment before they can function as a drilling rig. Rigs described as "Shipyard" are undergoing maintenance, repairs, upgrades and may or may not be
actively marketed depending on the length of stay in the shipyard. Rigs described as “en route" are in the process of moving to and from various locations, and may or may not be earning revenue during this period.

(2) Contract dayrates shown in the table above are full contract operating dayrates, which may include estimated contractual adjustments for changes in operating costs and reimbursable cost items for operating expenses such as crew and may also include additional services and personnel that may
be requested by the customer from time-to-time. However, the dayrates do not include certain non-recurring revenues such as lump sum mobilizations and demobilizations. The actual dayrate over the term of the contract could be lower and could be substantially lower and or subject to numerous
risks as disclosed in the Company's filings with the Securities and Exchange Commission. Lower dayrates typically apply when the rig is under contract but not fully operating, including periods when the rig is moving, waiting on weather, on standby, down for repairs or maintenance or during other
operational delays or events of force majeure.

(3) Estimated contract duration is an estimate based on current belief by our customers as to the remaining days to complete the project, subject to the satisfaction of regulatory or permitting requirements that are in effect, including those that may impact the ability of our customers to timely obtain
drilling permits.

(4) Average backlog based on rigs available for hire and actively marketed.
(5) Dayrate recalculated quarterly and ranges from a minimum of $75,000 when Crude Oil Brent price is $86/bbl or less, to a maximum of $125,000 when Crude Oil Brent price is $125/bbl or more.
(6) Contract expiration between 09/30/2015 and three years post commencement of contract (04/08/2013) at discretion of customer.

(7) Hercules Offshore ("Hercules") acts as operations and maintenance manager for the rig, owned by a wholly-owned subsidiary of Perisai Petroleum Teknologi Bhd ("Perisai"). Hercules will receive a daily management fee of approximately $4,000 per rig, payable starting at the contract
commencement date, and a daily operational fee equal to 12% of the rig-based EBITDA. Hercules will be reimbursed for all operating expenses and Perisai will pay for all capital expenditures with respect to the rig.
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Hercules Offshore
Liftboat Fleet Status Report
for the month ended

Offshore May 31, 2015
Leg Length/ Actively Revenue Per
Liftboat Class Total Number Marketed Day Per Operating
(Feet) of Liftboats Liftboats(l) Liftboal(z) Days Utilization(a) Comments
230-280 4 4 $ 42,806 62 50%
170-215 6 6 $ 16,164 103 55%
140-150 4 4 $ 14,024 105 85% Two vessels in shipyard during July
120-130 7 7 $ 9,774 62 29%
105 3 2 $ 8,989 31 50%
Total/Average 24 23 $ 18,391 363 51%

(1) Actively marketed liftboats excludes one West Africa cold stacked liftboat.

(2) Includes reimbursables.

(3) Utilization is defined as the total number of operating days in the period as a percentage of the total number of calendar days in the period our liftboats were actively marketed.

The information and statements made in the Fleet Status Report that are not historical facts are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These forward-looking statements include
statements concerning estimated contract expiration dates, dayrates, estimated dates for completion of repairs and upgrades and commencement dates of new contracts, discussions with customers, as well as information that may be affected by delays in obtaining drilling permits in the Gulf
of Mexico. Such statements are subject to a number of risks, uncertainties and assumptions, including without limitation, early termination by the customer pursuant to the contract or otherwise, cancellation or completion of certain contracts earlier than expected, our ability to renew or extend
contracts, or enter into new contracts, when such contracts expire, the potential inability of our customers to obtain drilling permits that would cover the entire duration of our contracts in the U.S. Gulf of Mexico or otherwise satisfy regulatory requirements that may be then in effect, operational
difficulties, shipyard, immigration and other delays, government and regulatory actions and other factors described in the Company’s annual report on Form 10-K and its most recent periodic reports and other documents filed with the Securities and Exchange Commission, which are available
free of charge at the SEC's website at www.sec.gov or the company’s website at www.herculesoffshore.com. The Company cautions you that forward-looking statements are not guarantees of future performance and that actual results or developments may differ materially from those

projected or implied in these statements.
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EXECUTION COPY

July 13, 2015

Hercules Offshore, Inc.
9 Greenway Plaza, Suite 2200

Houston, Texas 77046
Attention: Troy L. Carson

$450,000,000 First Lien Exit Credit Facility
Commitment Letter

Ladies and Gentlemen:

Hercules Offshore, Inc. (“you” or the "Company”)danertain of its U.S. subsidiaries
(the “Debtor Subsidiaries”, and together with Compahe “Debtors”) entered into that certain
Restructuring Support Agreement, dated as of JUn@15 (including the term sheet attached
thereto (the “RSA Term Sheet”) and the other attaafts thereto, as amended, restated,
amended and restated, supplemented or otherwiséiedoftom time to time pursuant to the
terms thereof, the “RSA”), by and among the Deb#org the supporting noteholders from time
to time party thereto. In connection with the fpoeg, you have requested that the parties
listed on_Schedule | hereto_(“us”, “we” or the “Comibment Parties”), agree to backstop a first
lien senior secured term loan facility (the “Fitsen Exit Facility”) in an aggregate principal
amount of $450,000,000. Capitalized terms usednottdefined herein are used with the
meanings assigned to them on the Exhibit A attatieeeto (the “Term Sheet”).

1. Commitment

In connection with the foregoing, the Commitmenttiea are pleased to advise you of
their commitment to backstop the First Lien Exitligy, on a several and not joint basis, in the
amounts set forth opposite each such Commitmenty’®arame on_Schedule | hereto (the
“Commitments”) upon the terms and subject to thaed@#mons set forth or referred to in this
Commitment Letter and the Term Sheet (this Commitnhetter, including the Term Sheet and
the other attachments hereto, will be referencedih@s the “Commitment Letter”).

The rights and obligations of each of the Commitimfearties under this Commitment
Letter shall be several and not joint, and no failaf any Commitment Party to comply with
any of its obligations hereunder shall prejudice the rights of any other Commitment Party;
provided that no Commitment Party shall be required to fuhed commitment of another
Commitment Party in the event such other Commitnieanty fails to do so (the “Breaching
Party”), but may at its option do so, in whole ar part, in which case such performing
Commitment Party shall be entitled to all or a pndpnate share, as the case may be, of the
First Lien Exit Facility and related fees and pption premiums that would otherwise be issued
to the Breaching Party.

A portion of the Commitment Parties’ Commitmentsemder shall be reduced, ratably

110356575 v13
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based on the initial Commitments, in an aggregateuwsnt equal to any commitment under the
First Lien Exit Facility allocated to holders puasii to the Subscription Procedures (as defined
below) (other than the Commitment Parties) (theh&DtPre-Petition Noteholders”) of the
Company’s 7.375% Senior Notes due March 1, 2018 ‘tlegacy Notes”), 10.250% Senior
Notes due April 1, 2019 (*April 2019 Notes”), 8.753&nior Notes due July 15, 2021 (the “July
2021 Notes”), 7.50% Senior Notes due October 112@2e “October 2021 Notes”), 6.75%
Senior Notes due April 1, 2022 (the “April 2022 Hst) and 3.375% Convertible Senior Notes
due 2038 (the_“Convertible Notes” and, togethehwfite Legacy Notes, April 2019 Notes, July
2021 Notes, October 2021 Notes and April 2022 Ndtes“Pre-Petition Notes”).

2. Information

You hereby represent and covenant that (a) alltewiinformation, other than the
Projections (as defined below) and information geaeral economic or industry specific nature
(the “Information”), that has been or will be maalailable to us by you or on behalf of you by
any of your representatives is or will be, whenretalas a whole, complete and correct in all
material respects and does not or will not, whé&eraas a whole, contain any untrue statement
of a material fact or omit to state a material faetessary in order to make the statements
contained therein not materially misleading in ligif the circumstances under which such
statements are made and (b) the financial projestand other forward-looking information
(the “Projections”) that have been or will be madailable to us by you or on behalf of you
by any of your representatives have been or willppepared in good faith based upon
assumptions that you believe are reasonable atitiee made and at the time the related
Projections are made available to us. You agraeithat any time prior to the execution of the
First Lien Exit Facility, you become aware that avlfythe representations in the preceding
sentence would be incorrect if the Information d&rdjections were being furnished, and such
representations were being made, at such time, tfwen will promptly supplement the
Information and the Projections so that such regpagions will be correct under those
circunrstances; provided that any such supplemental Information and Prmjestshall be treated
as confidential in accordance with this Commitmiegtiter.

In providing this Commitment Letter and arrangirigg tFirst Lien Exit Facility, the
Commitment Parties are relying on the accuracyheflhformation furnished to them by or on
behalf of you by your representatives without irelegent verification thereof.

3. Fees and Put Option Premiums

As a condition for the commitments and agreemeritdthe Commitment Parties
hereunder, you agree to pay or cause to be paxamefundable fees and put option premiums
described herein and in the Term Sheet on the tamdssubject to the conditions set forth
therein.

4. Conditions

Each Commitment Party’'s commitments and agreemastsunder are subject to the
conditions set forth in this Section 4.
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Each Commitment Party’s commitments and agreentemtunder are further subject to
(a) the Required Commitment Parties’ reasonablésfaation with the approval by the
Bankruptcy Court (as defined in the RSA) of (i) thiest Lien Exit Facility and all definitive
documentation in connection therewith consistenthvthe Term Sheet and in form and
substance satisfactory to each of the CommitmentieBaand (i) all actions to be taken,
undertakings to be made and obligations to be reduby the Debtors in connection with the
First Lien Exit Facility and all liens and othercseity to be granted by the Debtors in
connection with the First Lien Exit Facility (alish approvals to be evidenced by the entry of
an order by the Bankruptcy Court which is in fudfde and effect and has not been stayed or
modified and is satisfactory in form and substatacthe Required Commitment Parties in their
reasonable discretion, which order shall, amongerothings, approve the payment by the
Debtors of all of the fees and put option premiuha are provided for in, and the other terms
of, this Commitment Letter)b) since June 17, 2015, there has not been (i)facty event,
change, effect, development, circumstance or oenug that, individually or together with any
other fact, event, change, effect, developmentuanstance or occurrence, has had or could
reasonably be expected to have a material and ssheffect on the condition (financial or
otherwise), business, assets, liabilities or resaf operations of the Company and its
subsidiaries taken as a whole, (ii) anything thatild reasonably be expected to prevent,
materially delay or materially restrict or impairet Company and its subsidiaries party to the
RSA from consummating the transactions contemplateithe RSA Term Sheet, the Plan (as
defined in the RSA) and the RSA, or (iii) any faetyent, change, effect, development,
circumstance or occurrence that, individually ogether with any other fact, event, change,
effect, development, circumstance or occurrence ties had or could reasonably be expected
to have a material and adverse effect on (A) thigyabf the Company or the other Loan Parties
(as defined in the Term Sheet) to perform theipeetive obligations under the loan agreement,
guarantees and security documents relating toitselken Exit Facility or any other First Lien
Loan Documents (as defined in the Term Sheet) 9rtliB ability of the Agent (as defined
below) and/or the Lenders (as defined in the Tehme to enforce their rights and remedies
under the First Lien Loan Documents (in each cddaterial Adverse Change!provided that
the following shall not constitute a Material AdserChange and shall not be taken into account
in determining whether or not there has been, afdcceasonably be expected to be a Material
Adverse Change under clauses (i), (i) and (iip\ah (A) any change after June 17, 2015 in any
law or GAAP, or any interpretation thereof; (B) any change after June 17, 2015 in currency,
exchange or inteserates or the financial or securities markets generally; (C) any change to the
extent resulting from the announcement or pendericye transactions contemplated by the
RSA or the RSA Term Sheet; and (D) any change resulting from actions of the Company
expressly required to be taken pursuant to the &She RSA Term Sheet, except in the cases
of clauses (A) and (B) above to the extent sucingbaor event is disproportionately adverse
with respect to the Company when compared to atherpanies in the industry in which the
Company operategrovided, further, for the avoidance of doubt and notwithstandirg dbove,
it shall be a Material Adverse Change if there oscany of the following: (x) any adverse
development with respect to the contract with Miae@sl UK Limited with respect to the
Hercules Highlander (the “Highlander Contratj; (y) any adverse development with respect to
any other material contract (or contracts), inahgd{1) the contract with a subsidiary of Eni
S.p.A. with respect to the Hercules 260 (the “H&Es260 Contract”) and (2) the contracts with
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Saudi Aramco with respect to the Hercules 261 amdctdes 262 (the_“Hercules 261/262
Contract”), that could, individually or in the aggate, reasonably be expected to result in a
reduction in revenue backlog of more than $90 anillior the Companyprovided that any such
reduction in revenue backlog attributable to a @ottwith a customer shall be netted against
any additional revenue attributable to extensiomemdment or renegotiation of an existing
contract or execution of a new contract with suastemer and/or any of such customer’s
affiliates within three (3) days of the occurrengk the reduction, or (z) the termination,
replacement, resignation, or other change in teatity, of the CEO of the Company (for the
avoidance of doubt, the preceding clause (y) assuim@ no Material Adverse Change has
occurred as a result of the announced modificattonthe Saudi Aramco contracts publicly
disclosed on June 1, 201%c) your compliance in all material respects witulobligation to
supplement Information and Projections asfsrth in Section 2 hereof; (d) your compliance in

all material respects with the tey of this Commitment Letter; (€) execution and delivery of
definitive documentation evidencing the First LiErit Facility, which shall be substantially
consistent with the Term Sheet and otherwise reddpnsatisfactory to the Required
Commitment Parties, (f) the Other Pre-Petition Motders shall have been provided the
opportunity to subscribe for a portion of the Cotmants under the First Lien Exit Facility
pursuant to procedures acceptable to the Requirechn@tment Parties (“Subscription
Procedures”) (it being understood that the Commitiswdnereunder are not conditioned upon
any Other Pre-Petition Noteholder’s actual subsiompfor any of the commitments under the
First Lien Exit Facility; (g) the transactions contemplated by this Commitniextter and the
Term Sheet shall have been consummated in accadaitb applicable laws, rules and
regulations in a manner reasonably acceptable éoRquired Commitment Parties and the
Company; (h) all fees and reasonable and documented out-ddgbocosts, fees, expenses
(including, without limitation, legal and financiadvisory fees and expenses) and other
compensation payable to the Agent and the CommitfRarties pursuant to this Commitment
Letter or otherwise payable pursuant to the otlirst Eien Loan Documents or RSA shall have
been paid to the extedte; (i) the Agent shall have received (u) customary legaion(s) with
respect to the Loan Parties and the First Lien Laouments from counsel of the Loan Parties
(or counsel to the Agent, to the extent customarynon-U.S. jurisdictions) in form and
substance reasonably satisfactory to the Requirechn@tment Parties, (v) evidence of
authorization of the Loan Parties to execute, del@nd perform their respective obligations
under the First Lien Loan Documents, (w) customafficer’s and secretary’s certificates, (x)
customary corporate documents, (y) good standintificates (to the extent applicable) and (z)
a solvency certificate from the Company’s chiefahoial officer or treasurer in form and
substance reasonably satisfactory to the Requimdn@tment Parties(j) all documents and
instruments required to create and perfect the Bgyeecurity interest in the Collateral (as
defined in the Term Sheet) (free and clear of @hd, subject to customary and limited
exceptions to be agreed upon) shall have been ®d¢i applicable) and delivered and, if
applicable, be in proper form for filing and exaount of guarantees in form and substance
reasonably satisfactory to the Required CommitrRamties by the Guarantors (as defined in the
Term Sheet), which shall be in full force and etffék) absence of defaults or events of default
under the First Lien Loan Documeni$) accuracy of representations and warranties in all
material respest (m) each Commitment Party having received all docuatem and other
information required by regulatory authorities undpplicable “know your customer” and anti-
money laundenig rules and regulations; (n) receipt of public ratings for the First Lien iEx
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Facility from each of Standard & Poor’s Rating Sesv(“S&P”) and Moody's Investors
Service, Inc. (*Moody®); (o) the Plan shall be in form and substance materalhsistent with
the terms set forth in the RSA and otherwise reaslyn satisfactory to the Required
Commitment Parties (the “Approved Plan(p) the confirmation order for the Approved Plan
shall be entered in form and substance reasonaligfactory to the Required Commitment
Parties; (q) the effective date of the Approved Plan shalle occurred(r) the RSA shall be in
full force and effect and the Debtors shall beampliance with the RSA in all material respects
as of the Closing Date (as defined in the Term Shaad the Company and each of the other
Loan Parties party to the RSA shall have satisfizch of the conditions to the Restructuring (as
defined in the RSA) as set forth in the RSAd (s) execution and delivery of the Escrow
Agreement and any related documents, in each daséprm and substance reasonably
satisfactory to the Required Commitment Parties.

As used herein, “Required Commitment Parties” meaasCommitment Parties holding
more than 66 2/3% of the outstanding Commitmentdlc@ommitment Parties.

5. Indemnification and Expenses

You agree to indemnify, hold harmless and deferel @Gommitment Parties, any
administrative agent and collateral agent for thistFLien Exit Facility (in any such capacity,
the “Agent”), their respective affiliates and thewspective directors, officers, employees,
attorneys, advisors, agents and other represessateach, an_“Indemnified Person”) from and
against any and all losses, claims, damages apititiess to which any such Indemnified Person
may become subject arising out of or in connectwth this Commitment Letter, the First Lien
Exit Facility, the transactions contemplated by @@mmitment Letter or the First Lien Exit
Facility, the use of the proceeds thereof or amyng| litigation, investigation or proceeding (a
“Proceeding”) relating to any of the foregoing, aedjess of whether any Indemnified Person is
a party thereto, whether or not such Proceedingsbaought by you, your equity holders,
affiliates, creditors or any other person, andeimburse each Indemnified Person upon demand
for any reasonable legal or other out-of-pocket eeges incurred in connection with
investigating or defending any of the foregoingyypaded that the foregoing indemnity will not,
as to any Indemnified Person, apply to lossesmsladamages, liabilities or related expenses to
the extent they are found by a final, nonappealpiolgment of a court of competent jurisdiction
to arise from (a) the willful misconduct or grossghgence of such Indemnified Person or (b)
the material breach by such Indemnified Persomsadbligations under this Commitment Letter
or any of the First Lien Loan Documents. In theecaf a Proceeding to which the indemnity in
this paragraph applies, such indemnity will be &ffe whether or not such claim, investigation,
litigation or proceeding is brought by the Compaanyy of its directors, equity holders, security
holders, affiliates or creditors, an Indemnifiedt?@r any other person or an Indemnified Party
is otherwise a party thereto and whether or not tthasactions contemplated hereby are
consummated.

In addition, (a) all out-of-pocket expenses (in@hgd without limitation, reasonable and
documented fees, disbursements and other chargeseofaw firm acting as counsel (and any
local counsel reasonably necessary in all relejamgdictions and special counsel reasonably
necessary) and one financial advisory firm of tlmm@itment Parties and one law firm acting
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as counsel (and any special or local counsel redgdpnecessary) for the Agent and an arranger
and administrative fee with respect to the FirggnLExit Facility payable to the Agent in an
amount to be determined by the Commitment Parteste Company) in connection with the
First Lien Exit Facility and the transactions conf#ated thereby shall be paid by the Company
and (b) all out-of-pocket expenses (including, with limitation, documented fees,
disbursements and other charges of one law firnm@as counsel (and any local counsel
reasonably necessary in all relevant jurisdictiand special counsel reasonably necessary) and
one financial advisory firm of the Commitment Pastand one law firm acting as counsel (and
any special or local counsels reasonably neceskarihe Agent) for the enforcement costs and
documentary taxes associated with this CommitmetiteL or the First Lien Exit Facility and
the transactions contemplated hereby or therebl Istgaid by the Company, in each case for
clauses (a) and (b) regardless of whether the i@@oBlate occursprovided that, the lead
counsel and financial advisor of the CommitmentiPaiselected pursuant to clauses (a) and (b)
above shall be Akin Gump Strauss Hauer & Feld LLAk{n Gump”) and Blackstone Advisory
Partners L.P. Blackstone’), respectively.

It is further agreed that each Commitment Partyll staly have liability to you (as
opposed to any other person) and that each CommtitFaaty shall be liable solely in respect of
its own commitment to the First Lien Exit Facilion a several, and not joint, basis with any
other Commitment Party. No Indemnified Party wiivie any liability (whether in contract, tort
or otherwise) to the Company or any of its affégbr any of their respective security holders or
creditors for or in connection with the transacsicwontemplated hereby, except to the extent
such liability is determined by a final, nonappéddajudgment of a court of competent
jurisdiction to arise from (a) the gross negligemeewillful misconduct of such Indemnified
Person or (b) the material breach by such CommitnRamty of its obligations under this
Commitment Letter or any of the First Lien Loan Doents. No Indemnified Person shall be
liable for any damages arising from the use by rmsté Information or other materials obtained
through electronic, telecommunications or otheonnfation transmission systems, except to the
extent any such damages are found by a final, nmaaable judgment of a court of competent
jurisdiction to arise from the gross negligencevaliful misconduct of, such Indemnified
Person. None of the Indemnified Persons nor argnl@arty shall be liable for any indirect,
special, punitive or consequential damages in cdiorewith this Commitment Letter, the First
Lien Exit Facility or the transactions contemplatedieby or thereby.

6. Sharing of Information, Absence of Fiduciary Ralaship, Affiliate Activities

You acknowledge that each Commitment Party (orféhate) may from time to time
effect transactions, for its own or its affiliategicount or the account of customers, and hold
positions in loans, securities or options on loansecurities of, or claims against, you, your
affiliates and of other companies that may be thgest of the transactions contemplated by this
Commitment Letter. You also acknowledge that then@itment Parties and their respective
affiliates have no obligation to use in connectiith the transactions contemplated hereby, or
to furnish to you, confidential information obtathdrom other companies or persons. You
acknowledge for United States securities law pugpothat any Commitment Party may
establish an information blocking device or “Infaton Barrier” between, on the one hand, its
directors, officers, employees, agents, affiliatg@s such term is used in Rule 12b-2 under the
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Exchange Act) and, on the other hand, its affisadéed its and their attorneys, accountants,
financial or other advisors, members, equityhold@artners, directors and employees who,
pursuant to such Information Barrier policy, arenpiged to receive confidential information or
otherwise participate in discussions concerningttiesactions contemplated hereby, and those
of such Commitment Party’s, and its affiliates’ het employees. You acknowledge the
potential existence of any Commitment Party’'s Infation Barrier but do not warrant or
guarantee any Commitment Party’s compliance withtddnStates securities law or that the
Information Barrier will operate in accordance witthintended purpose.

You further acknowledge and agree that (a) no fatycadvisory or agency relationship
between you and the Commitment Parties is intetolé@ or has been created in respect of any
of the transactions contemplated by this Commitmieetter, irrespective of whether the
Commitment Parties have advised or are advisinggowther matters, (b) the Commitment
Parties, on the one hand, and you, on the othet, ll@ve an arm’s length business relationship
that does not directly or indirectly give rise tmr do you rely on, any fiduciary duty to you or
your affiliates on the part of the Commitment Remti(c) you are capable of evaluating and
understanding, and you understand and accept, @hast risks and conditions of the
transactions contemplated by this Commitment Lettéy you have been advised that the
Commitment Parties are engaged in a broad rangaredactions that may involve interests that
differ from your interests and that the CommitmPatties have no obligation to disclose such
interests and transactions to you, (e) you haveuted your own legal, accounting, regulatory
and tax advisors to the extent you have deemedoppate, (f) each Commitment Party has
been, is, and will be acting solely as a princigadl, except as otherwise expressly agreed in
writing by it and the relevant parties, has notras not, and will not be acting as an advisor,
agent or fiduciary for you, any of your affiliates any other person or entity and (g) none of the
Commitment Parties has any obligation or duty (idolg any implied duty) to you or your
affiliates with respect to the transactions contiatga hereby except those obligations expressly
set forth herein or in any other express writingaied and delivered by such Commitment
Party and you or any such affiliate.

Additionally, you acknowledge and agree that nohehe Commitment Parties are
advising you as to any legal, tax, investment, antog or regulatory matters in any
jurisdiction. You shall consult with your own aders concerning such matters and shall be
responsible for making your own independent ingagibn and appraisal of the transactions
contemplated by this Commitment Letter, and the @adment Parties shall not have any
responsibility or liability to you with respect ttedo. Any review by the Commitment Parties of
the transactions contemplated by this Commitmemtet@®r other matters relating thereto will
be performed solely for the benefit of the Commitimarties and shall not be on behalf of you
or any of your affiliates.

7. Confidentiality

This Commitment Letter is delivered to you on thederstanding that neither this
Commitment Letter nor any of its terms or substasicall be disclosed by you, directly or
indirectly, to any other person except (a) to yamd your subsidiaries’ respective officers,
directors, attorneys, accountants, agents and @dyis each case on a confidential and need-
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to-know basis, (b) to the extent required in amalejudicial or administrative proceeding or as
otherwise required by law or regulation (in whicse you agree, to the extent permitted by law,
to inform us promptly in advance thereof), (c)hie tApproved Plan, in the Disclosure Statement
(as defined in the RSA) or in a Bankruptcy Courhd in order to implement the transactions
contemplated hereundeaor¢vided, that at the request of the Commitment Partiegaiceparts
shall be redacted and not filed publicly) , (d) opootice to the Commitment Parties, in
connection with any public filing requirement yore degally obligated to satisfy and agreed to
by the Commitment Parties (such consent not to treasonably withheld, conditioned or
delayed), and (e) with respect to the Term Shebt tm S&P and Moody’s, on a confidential
basis, in connection with obtaining ratings for Fest Lien Exit Facility.

Each of the Commitment Parties shall use all nohpiudformation provided to them by
you or on behalf of you by any of your represemtgtihereunder solely in connection with the
First Lien Exit Facility or the Restructuringnd shall treat confidentially all such information;
provided that nothing herein shall prevent any Commitmeatty?from disclosing any such
information (i) pursuant to the order of any coartadministrative agency or in any legal,
judicial or administrative proceeding, or otherwaserequired by applicable law, regulation or
compulsory legal process (in which case such Comerit Party agrees to inform you promptly
thereof prior to such disclosure to the extent ynpeacticable and not prohibited by law, rule,
regulation or other legal process), (ii) upon thquest or demand of any regulatory authority
having jurisdiction over such Commitment Party ay af its affiliates, (iii)) to the extent that
such information becomes publicly available othkeant by reason of disclosure by such
Commitment Party, its affiliates or its Represemést (as defined below) in breach of this
Commitment Letter, (iv) to any Commitment PartySiliates, and its and such affiliates’
respective employees, directors, officers, legaihsel, independent auditors, professionals and
other experts, advisors or agents (collectiveRggptesentatives’) who need to know such
information in connection with the transactionsteonplated by the Commitment Letter and are
informed of the confidential nature of such infotima and instructed to keep such information
of this type confidential, (v) for purposes of ddishing a “due diligence” defense, (vi) to the
extent that such information is or was receivedsbgh Commitment Party from a third party
that is not to such Commitment Party’s knowledgigjestt to confidentiality obligations to you,
(vii) to the extent that such information is indagently developed by such Commitment Party
or (viii) to potential participants, assignees astgmtial counterparties to any swap, credit
insurance or derivative transaction relating to@leenpany or any of their its subsidiaries or any
of their respective obligations, in each case, wbeee to be bound by confidentiality and use
restrictions. The provisions of this paragraphlistnatomatically terminate and be superseded
by the confidentiality provisions to the extent eed in the definitive documentation for the
First Lien Exit Facility upon the initial fundindhéreunder and shall in any event automatically
terminate one year following the date of this Cotnmeint Letter. Notwithstanding any other
provision herein, this Commitment Letter does muoitlthe disclosure of any tax strategies.

8. Exclusivity
You agree that, from the date hereof until the iestrlof the Closing Date or the

termination of this Commitment Letter, you will nanhd you will not permit any of your
affiliates to, syndicate or issue, attempt to sgath or issue, announce or authorize the
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announcement of syndication or issuance of, or gmga discussions concerning the
syndication or issuance of, any debt securitiecammercial bank or other credit facilities
(other than the First Lien Exit Facility) (an “Afteate Financing”) without the prior written
consent of the Required Commitment Parties. Yotlnéu agree that promptly upon your receipt
of any written alternative proposal for Alternatedncing received by the Debtors after the date
hereof, you will provide to Akin Gump and Blackseoa copy of any such alternative proposal.
You also agree that if you or any of your affilstenter into any Alternate Financing, the terms
and conditions (and the documentation with reghedeto) of such Alternate Financing shall be
in all respects in form and substance satisfadiothe Commitment Parties. If you enter into
an Alternate Financing without the consent of theqitred Commitment Parties, without
limiting any other rights and remedies of the Cotnmeint Parties under this Commitment Letter
or applicable law, you agree to pay to each ComenitmParty, the remaining put option
premium of 1.00% of the principal amount of thesFicien Exit Facility, ratably based on their
commitments to fund the First Lien Exit Facilityhat would have been payable upon
consummation of the Approved Plan as describebanerm Sheet at the time a commitment is
executed in connection with the Alternate Financing

9. Miscellaneous

This Commitment Letter shall not be assignable doy without the prior written consent
of each Commitment Party (and any purported assgirwithout such consent shall be null
and void), is intended to be solely for the benefitthe parties hereto and the Indemnified
Persons and is not intended to and does not camfeibenefits upon, or create any rights in
favor of, any person other than the parties heagttd the Indemnified Persons to the extent
expressly set forth herein. Assignments by any @ament Party shall be subject to Section 1
hereof. The Commitment Parties reserve the riglgrploy the services of their affiliates in
providing services contemplated hereby, and tcsfgatis obligations hereunder through, or
assign its rights and obligations hereunder to, @nenore of its affiliates, separate accounts
within its control or investments funds under its its affiliates’ management (collectively,
“Commitment Party Affiliate®); and to allocate, in whole or in part, to their affiliates certain
fees and put options premiums payable to the Comemt Parties in such manner as the
Commitment Parties and their affiliates may agree in their sole discretion; provided that, no
delegation or assignment to a Commitment Partyliafi@ shall relieve such Commitment Party
from its obligations hereunder to the extent thmt @ommitment Party Affiliate fails to satisfy
the Commitments hereunder at the time required.

This Commitment Letter may not be amended or waeecept by an instrument in
writing signed by you and each Commitment Partys Tommitment Letter may be executed
in any number of counterparts, each of which dbalan original, and all of which, when taken
together, shall constitute one agreement. Delivefyan executed signature page of this
Commitment Letter by facsimile or electronic tramsion (e.g., “pdf’ or “tif”) shall be
effective as delivery of a manually executed corpag hereof. This Commitment Letter (and
the agreements referenced in this Commitment Deserforth the entire understanding of the
parties with respect to the First Lien Exit Fagjlitand replace and supersede all prior
agreements and understandings (written or oradteelto the subject matter hereof. This
Commitment Letter shall be governed by, and coestrand interpreted in accordance with, the
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laws of the State of New York and the Bankruptcyl€do the extent applicable.

Prior to the Petition Date (as defined in the RSy and we hereby irrevocably and
unconditionally submit to the exclusive jurisdicti@f any New York State court or Federal
court of the United States of America sitting ire tBorough of Manhattan, and any appellate
court from any thereof, over any suit, action oogaeding arising out of or relating to the
transactions contemplated hereby, this Commitmegttet or the performance of services
hereunder or thereunder. On or after the Petibate, you and we hereby irrevocably and
unconditionally submit to the exclusive jurisdictiof the Bankruptcy Court (as defined in the
RSA) and any other Federal court, and any appeliatet from any thereof, having jurisdiction
over the Chapter 11 Cases (as defined in the R&A) fime to time, over any suit, action or
proceeding arising out of or relating to the tratisms contemplated hereby, this Commitment
Letter or the performance of services hereundéhereunder. You and we agree that service of
any process, summons, notice or document by registeail addressed to you or us shall be
effective service of process for any suit, actiorpmceeding brought in any such court. You
and we hereby irrevocably and unconditionally waawvey objection to the laying of venue of
any such suit, action or proceeding brought in sungh court and any claim that any such suit,
action or proceeding has been brought in any ineomwit forum. You and we hereby
irrevocably agree to waive trial by jury in any tswction, proceeding, claim or counterclaim
brought by or on behalf of any party related taosing out of this Commitment Letter or the
performance of services hereunder or thereunder.

Each of the Commitment Parties hereby notifies §fwat, pursuant to the requirements
of the USA PATRIOT Act, Title Il of Pub. L. 107-5@igned into law on October 26, 2001) (the
“PATRIOT Act”), it is required to obtain, verify @nrecord information that identifies the
Debtors and the other Loan Parties, which inforomatincludes names, addresses, tax
identification numbers and other information thall allow such Commitment Party or Lender
to identify the Debtors and the other Loan Pariieaccordance with the PATRIOT Act. This
notice is given in accordance with the requiremeitie PATRIOT Act and is effective for the
Commitment Parties and each Lender.

The indemnification, expense reimbursement, juctsain, confidentiality, governing
law, sharing of information, no agency or fiduciahyty, waiver of jury trial, service of process
and venue provisions contained herein shall renmafull force and effect regardless of whether
the First Lien Loan Documents shall be executed delivered and notwithstanding the
termination of this Commitment Letter or the Commitments; provided that your obligations
under this Commitment Letter (other than your dddligns with respect to confidentiality) shall
automatically terminate and be superseded by tbeigions of the First Lien Loan Documents
upon the initial funding thereunder, and you shaliomatically be released from all liability in
connection therewith at such time, in each case¢héoextent any of the First Lien Loan
Documents has comparable provisions with compai@blerage.

You and we hereto agree that this Commitment Laftea binding and enforceable
agreement with respect to the subject matter herein; it being acknowledged and agreed that the
funding of the First Lien Exit Facility is subjettt the conditions specified herein, including the
execution and delivery of the First Lien Loan Doems by the parties hereto in a manner
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consistent with this Commitment Letter. Each & @ommitment Parties and you will use their
commercially reasonable efforts to prepare, netgwtiand finalize the First Lien Loan
Documents as contemplated by the Term Sheet.

If the foregoing correctly sets forth our agreemefgase indicate your acceptance of the
terms of this Commitment Letter by returning toex®cuted counterparts of this Commitment
Letter no later than 11:59 p.m., New York City timen July 13, 2015. This offer will
automatically expire if we have not received suxbceted counterparts in accordance with the
preceding sentence. In addition, the commitment agreements of the Commitment Parties
hereunder shall expire (i) at 5:00 p.m. (New YorkyGime) on November 7, 2015 (the
“Termination Date”) unless, prior to that time, tidosing Date shall have occurred and the
Debtors shall have paid to the Commitment Partie$ the Agent the fees and put option
premiums that are specified in this Commitment éreéind the Term Sheet to be due on or prior
to the Closing Datgii) upon the termination of the RSA or (iii) if@py of the order entered by
the Bankruptcy Court approving your obligations emdhis Commitment Letter, including,
without limitation, the fees and put option premsiset forth in this Commitment Letter and
Term Sheet, which order shall be in form and sultgtaeasonably satisfactory to the Required
Commitment Parties (and which order shall be ihfurkce and effect and shall not be stayed or
modified) is not delivered to Akin Gump and Blaaks¢ within twenty-one (21) days after the
Petition Date, unless waived or otherwise exteruethe Required Commitment Parties.

[Remainder of this page intentionally left blank]
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Very truly yours,

BLACKWELL PARTNERS, LLC - SERIES A
By: Bowery Investment Management, LLC, its Manager
/ M

Name \fﬁdlmlr Jelisavcic
Title: Manager

BOWERY OPPORTUNITY FUND, L.P.
By: Bowery Oppor’tunity Management, LLC, its General

Partil;// / Cw/w,,w-—«——-

Name: Vladimir Jelisavcic

Title: Manager

BOWERY OPPORTUNITY FUND, Ltd.

By: /
Name: WHadimir Jelisavcic

Title: Director

P BOWERY, LTD
By: Bowery Investment Management, LLC, its

Investment Adyiser
By:

Name: @e@”ﬁﬁir Jelisavcic
Title: Manager

[Signature Page to Commitment Letter]
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Very truly yours,

CVICVF 11 LUX SLCURIT]LS TRADING S.AR.L.

e

By: z/\zféfl-"“
Naine: DAvan CHENE
Title: MANAGING DIRECTOR

CVIC LUX SECURITIES TRADING S.A R.L

By: (7 / r/\ffd%/”"‘

Name: DAVID CHENE
Title: MANAGING DIRECTOR

CVICII LUX SECURITILS TRADING S.A R.L.

By: @@‘ﬁ/

Name: DAVID CHENE

Title: MANAGING DIRECTOR

CVI AA LUJ%BCURITIES S.AR.L.
e

Name: DAVID CHENE

Title: MANAGING DIRECTOR

CVI CHVF LUX SECURITIES S.A R.L.

By: / 5/&95%/‘

Name: DAVID CHENE
Title: MANAGING DIRECTOR

CARVAL GCF LUX SECURITIES S.A.R.L.

By: %&V% nu

N?i“,e" DAVID CHENE
Title: MANAGING DIRECTON

{Signature Page to Commitment Letter]
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Very truly yours,

CREDIT SUISSE SECURITIES (USA) LLC

M

By: A [ /
ame: O Rep -Ca— "
?itle: ?‘é'/ Sdﬂiﬂﬁs M

U:\f&ﬁ

[Signature Page to Commitment Letter]
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Very truly yours,

FRANKLIN ADVISERS, INC., AS INVESTMENT
MANAGER ON BEHALF OF CERTAIN FUNDS

AND ACCOUNTS P
By: ,o/&_

Name: Eduoard ?WKY
Title: EVP

[Signature Page to Commitment Letter]
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Very truly yours,

NOMURA CORPORATE RESEARCH & ASSET
MANAGEMENT INC., AS INVESTMENT
ADVISOR, ON BEHALF OF CERTAIN FUNDS
AND MANAGED ACCOUNTS

it
Py
/ /"

Name: Steven Rosenthal -
Title: Executive Director

[Signature Page to Commitment Letter]
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Very truly yours,
QUANTUM PARTNERS LP

By: QP GP LLC, its Generagl-Partner

By:
Name: L O'GRADY
Title: A\\Gﬁ\%}‘“‘ Fact

[Signature Page to Commitment Letter]
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Very truly yours,

Each of the entities listed on Schedule 1, severally
and not jointly

By: T. ROWE PRICE ASSOCIATES, INC.

As investment adviser to the funds and accounts set forth
in Schedule 1

o Kol V. Ko

?312‘" Fiodnéy M. Rayburn
Vice President

[Signature Page to Commitment Letter]
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Very truly yours,

Third Avenue Trust, on behalf of Third Avenue

Focused Credit Fund
By: xk\\\/\

Name: Vincent J. Dugan
Title: Chief Financial Officer

[Signature Page to Commitment Letter]
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Very truly yours,

WESTERN ASSET MANAGEMENT
COMPANY, AS INVESTMENT MANAGER
AND AGENT ON BEHALF OF CERTAIN OF
ITS CLIENTS

By: @dé//’i?

Name: ¢ A4 /Pu,)/; Le /Q/K—
Title: _C_ec,,‘-#;-,}

[Signature Page to Commitment Letter]
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T. Rowe Price Associates, Inc.
Schedule 1

FUND/ACCOUNT LEGAL NAME

ROWE PRICE CREDIT OPPORTUNITIES FUND, INC.

ROWE PRICE FIXED INCOME TRUST

ROWE PRICE FUNDS SERIES II SICAV- CREDIT OPPORYIJIES FUND
ROWE PRICE HIGH YIELD FUND, INC.

ROWE PRICE HIGH YIELD MULTI-SECTOR ACCOUNT PORTH.IO
ROWE PRICE INSTITUTIONAL CREDIT OPPORTUNITIES MDD
ROWE PRICE INSTITUTIONAL HIGH YIELD FUND

. ROWE PRICE U.S. HIGH YIELD TRUST

THE NEW AMERICA HIGH INCOME FUND, INC.

JOHN HANCOCK FUNDS Il - SPECTRUM INCOME FUND

PENN SERIES FUNDS, INC. — PENN SERIES HIGH YIELD BD FUND

A A A A

[Signature Page to Commitment Letter]
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Agreed to and Accepted this

)2 day of 374? ,2015

HERCULES OFFSHORE, INC.

By: /7‘” éﬁ:ﬁ& "M
Name: 7';?»7 a;cs.sp
itle:

50/,

[Signature Page to Commitment Letter]
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Schedulel

Commitment Parties
REDACTED

110356575 v13
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EXHIBIT A
HERCULES OFFSHORE, INC.
$450.0 Million First Lien Exit Facility
Summary of Principal Terms and Conditions'
Borrower: Hercules Offshol, Inc., a Delaware corporati(the” Compan” or
the “Borrower”).
Guarantors: The obligations under the First Lien Exit Facildlyall be

unconditionally guaranteed, on a joint and seueaals, by each of
the Debtors (other than the Company) and subsligrdihof the
Company’s existing direct and indirect domestic fordign
subsidiaries and any future direct and indirect lyhomwned
subsidiaries of the Company (collectively, the “@rdors”), subject
to limitations under applicable law and exceptisaisfactory to the
Commitment Parties, including with respect to imeni
subsidiaries with de minimis assets and revenugdsuto thresholds
reasonably satisfactory to the Required CommitrRamties);
provided that with respect to foreign subsidiaries formedaquired
after the Closing Date, such foreign subsidiarigsnat be required
to guarantee the obligations under the First Liet Eacility to the
extent such guarantees would be prohibited by egdple law, are not
within the legal capacity of the relevant subsigiar would
reasonably be expected to result in a breach dicapje fiduciary
duties of the directors of the relevant subsidfafhe Borrower and
the Guarantors are referred to herein as “Loand3aidnd each, a

“Loan Party”.

Administrative Agent: A financial institution reasonably acceptable te Borrower and th
Commitment Parties (the “Agent”).

Lenders: To the extent permitted by applicable securitiegsl|ahe Borrowet
shall offer all holders of the Pre-Petition Notlee bpportunity to
participate in the First Lien Exit Facility on aahle basis pursuant to

! Capitalized terms used but not defined hereiruaegl with the meanings assigned to them in the
Commitment Letter to which this term sheet is dtatas Exhibit A.

2 The Guarantors will not include Cliffs Drilling éBbados) Holdings SRL; Cliffs Drilling (Barbados)
SRL; Cliffs Drilling Trinidad Offshore Limited; Clfs Drilling Trinidad, LLC; Hercules Offshore de Mieo, S. de
RL de CV; and Hercules Discovery Ltd.; providedttfipthe aggregate revenue of such entities, dlseoénd of the
most recent fiscal quarter for which financial staénts are available prior to the Closing Datdess than 1.0% of
the consolidated revenue of the Company and itsidiabies as of the end of such fiscal quarter(@hthe
aggregate assets of such entities, as of the e ohost recent fiscal quarter for which finansiatements are
available prior to the Closing Date, is less tbaequal to 2.0% of the consolidated assets o€ttrapany and its
subsidiaries as of the end of such fiscal quadticules Tanjung Asia Sdn. Bhd. will only be reqdito become a
Guarantor upon receipt of required governmentat@ts.

The Guarantors will include Hercules Offshore Intgional, LLC, a Delaware limited liability company
which is not a Debtor because it did not guaratited re-Petition Notes. This entity owns the gqoitHercules
Offshore (Nigeria) Limited that is not owned byhérd party.
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procedures satisfactory to tRequirecCommitment Partie® Any
amounts of the First Lien Exit Facility not so alided shall be
allocated to the Commitment Parties on a rataldestimsed on their
respective Commitments. The holders of the Préi®eiNotes that
participate in the First Lien Exit Facility, togethwith the
Commitment Parties, are referred to herein asltbaders”.

First Lien Exit Facility: A senior secured term loan facility in an aggregmtiecipal amoun
of $450.0 million (the “First Lien Exit Facility’rad the loans
thereunder, the “First Lien Loans”), which will beailable to be
drawn in a single drawing on the Closing Date. prazeeds of the
First Lien Loans in an aggregate amount equal @@¥2million (the
“Escrowed First Lien Loans”) shall be funded irte Escrow
Account (as defined below) on the Closing Date, such proceeds
shall be paid out to the Borrower upon satisfactibthe conditions
set forth under “Escrow Account” below. The reniagnamount of
the First Lien Loans shall be funded directly te Borrower on the
Closing Date.

Use of Proceeds: The proceeds of ttFirst Lien Exi Facility will be used by th
Borrower to (a) finance the remaining installmeayment on the
Hercules Highlander and related expenses, costs and charges related
to the construction and purchase of teecules Highlander, (b) pay
for any and all exit-related costs and any antratisaction fees and
expenses, including payment on account of claimpaat of the
Approved Plan, and (c) provide the Company andutssidiaries with
working capital for their post-emergence operatiand for other
general corporate purposes of the Company andlisidiaries.

Maturity: The First Lien Exit Facility will mature on the @sthat is4.E years
after the Closing Date. There will be no requiaedortization
payments prior to the maturity date.

Interest: The First Lien Exit Facilit (including, for the avoidance of doubt, 1
Escrowed First Lien Loans) will bear interest aBOR plus 9.50%
per annumwith a LIBOR floor of 1.00%. All interest will bpayable
guarterly in cash.

Default Interest: During the continuance of an event of default (@#ed inthe First
Lien Loan Documents (as defined below)), the Hirsh Loans will
bear interest at an additional 2.0@&6 annum and any other overdue
amounts (including overdue interest) will bear iegt at the
applicable non-default interest rate plus an aglofti 2.00%per
annum. Default interest shall be payable on demand.

3 Participation in the First Lien Exit Facility shake made available to all holders (to the extemtytted
by securities laws) of the Pre-Petition Notes dythme time from the petition date of the Debtorstgh the
hearing on confirmation of the Approved Plan (iRra-Packaged Case (as defined in the RSA)) or thenhearing
on the Disclosure Statement (as defined in the RB)ugh the hearing on confirmation of the Apprb¥®ian (in a
Pre-Negotiated Case (as defined in the RSA)).
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OID:

Put Option Premium:

Collateral:

The First LierLoans will be issued at price equal to 97% of tt
principal amount of the First Lien Exit Facility.

The Commitment Parti shall receive iput option premiur equal tc
2.00% of the principal amount of the First Lien tHxacility, to be
allocated ratably based on their commitments td filne First Lien
Exit Facility, with 1.00% of that put option premiupayable upon
execution of the Commitment Letter by all of thet@s thereto and
the remaining 1.00% payable upon consummationeoPtian.

The obligations under the First Lien Exit Facildlyall be secured t
first priority (subject only to permitted liens semably satisfactory to
the Required Commitment Parties) pledges of athefequity
interests of each of the Company’s and each Guatarmtirect
subsidiaries, and perfected first priority (subjcly to permitted
liens reasonably satisfactory to the Required Camenit Parties)
security interests in and mortgages on all tangibie intangible
assets (including, without limitation, accountsaigable, inventory,
equipment (including, without limitation, théercules Highlander
and other ships and rigs), general intangibledu(ding, without
limitation, all contracts related to tler cules Highlander)
intercompany notes, insurance policies, investrpeoperty,
intellectual property, cash, deposit and securdEounts and
proceeds of the foregoing) of the Borrower andGlarantors,
wherever located, now or hereafter owned, subgeekteptions as
reasonably satisfactory to the Required CommitrRamties
(collectively, the “Collateral”)provided that the Collateral will not
include (a) immaterial (as determined by the RegL€ommitment
Parties) real property, (b) contractual rightshie ¢éxtent the grant of a
security interest or lien would violate the termesreof after giving
effect to the applicable anti-assignment provisiofighe Uniform
Commercial Code, other than proceeds and recewddeeof, the
assignment of which is expressly deemed effecthaetthe Uniform
Commercial Code notwithstanding such prohibitia),gssets with
respect to which the creation and/or perfectioa sécurity interest
therein is prohibited by applicable law, and (d)estassets for which
the cost of perfection of a security interest thecaitweighs the
benefit to the Commitment Parties thereof in tHe sescretion of the
Required Commitment Parties for such determinatmis to the
Closing Date, and in the sole discretion of the itder such
determinations made after the Closing Date.

The Loan Parties shall be required to enter iNtmgurance
assignments in form and substance reasonablyzasztsy to the
Required Commitment Parties covering all of sucarLBarty’s
present and future interest in insurance in respieoessels and other
Collateral and (ii) earnings assignments in form smbstance
reasonably satisfactory to the Required CommitrRamties
(“Earnings Assignments”) covering all earnings tites moneys due
to the Borrower or its subsidiaries in relatioratyy vessel owned or
managed by the Borrower or its subsidiaries. Albants collaterally

3
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Optional Prepayment:

Mandatory Prepayment:

assigned pursuant to any Earnings Assignment lsealhid directly
to an account subject to a control agreement afagi@rangements
under applicable law in favor of the Agent (“EaimsnAccounts”).

Borrower and the Guarantors shall be required timtiaia control
agreements or control, lockbox or similar arrangeiender
applicable law with respect to deposit and se@giticcounts, subject
to exceptions reasonably satisfactory to the Requzommitment
Parties. For the avoidance of doubt, the EscroeoAnt and each
Earnings Account shall be subject to a control egent or similar
arrangements under applicable law in favor of tigerm.

Permitted in whole or in part, w prior written notice at

(a) 103% of paplusthe present value at such prepayment date of all
required interest payments due through the datestiae third
anniversary of the Closing Date, all computed usinmiscount rate
equal to the Treasury Rate plus 50 bps, on or poithe third
anniversary of the Closing Date;

(b) 103% of par after the third anniversary of @lesing Date and on
or prior to the fourth anniversary of the Closingt® and

(c) without premium or penalty after the fourth semsary of the
Closing Date;

(plus, in each case, LIBOR breakage costs) anddia accrued and
unpaid interest, subject to limitations as to mmmamounts of
prepayments.

The First Lien Loans shall be prepaid in an amagpial to (a100%

of the net cash proceeds received from the sad¢her disposition of
all or any part of the assets of Company or anjtsobubsidiaries
after the Closing Date, subject to exceptions a&mvestments rights
to be agreed, (b) 100% of the net cash proceedsvest by the
Company or any of its subsidiaries from the isseamcincurrence of
debt that is not permitted by the First Lien LoancDments, (c)
100% of the net cash proceeds received from thesse of capital
stock by the Company, subject to exceptions todreed, including
for equity used to finance the construction or @itjan of certain

vessels or other permitted acquisitions to be ar@h 100% of all
casualty and condemnation proceeds (excluding amma@applied to
replace or restore any properties) in respect oichwisuch cash
proceeds are paid to the Company and its subsdiafe) 100% of
all net cash proceeds in respect of (i) any tertiindee received by
the Company or its subsidiaries in connection wilte contract,
dated as of May 19, 2014, between Jurong Shipydasl Lid

(“Jurong”) and Hercules North Sea, Ltd (the “Higidr

Construction Contract”) or (ii) any cancellation @rmination fee
received by the Company or its subsidiaries in egtion with the
termination of the Highlander Contract and (f) 100%4he funds in

4
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Loan Documents:

Escrow Account:

the Escrow Account ifhe Borrower determines that the Escr
Conditions (as defined below) cannot be met andiges written
notice of same to the Escrow Agent and the Agenandatory
prepayments described in clauses (a), (c), (d)age) (f) shall be
made at par.

Upon the occurrence of a change of control (toddadd in a manner
reasonably satisfactory to the Commitment Parire)e Company,
after the Closing Date, but prior to the maturityhe First Lien Exit
Facility, the Lenders shall have the option to regithe Company to
repay the First Lien Exit Facility at a cash prezpial to 101% of the
outstanding principal amount of the First Lien Bcility.

The First Lien Exit Facility will be documented bySenior Secure

Credit Agreement (the_“First Lien Credit Agreemgnéind other
guarantee, security, escrow account, insurancgrassnts, Earnings
Assignments and other relevant documentation (b@getvith the

First Lien Credit Agreement, collectively, the “8iirLien Loan

Documents”) reflecting the terms and provisions feeth in this

Term Sheet and otherwise in form and substanceomah$/

satisfactory to the Agent and the Commitment Partie

The Borrower and Agent shall enter into an escrgne@ment ir
form and substance reasonably satisfactory to thenr@tment
Parties (“Escrow Agreement”) with a financial imgtion reasonably
acceptable to the Borrower and the Commitment éarts escrow
agent (the “Escrow Agent”). In accordance with tEscrow
Agreement, on the Closing Date, the Agent shall odipthe
proceeds of the Escrowed First Lien Loans into@assde account,
subject to a control agreement in favor of the Aggne “Escrow
Account”) to be managed and paid out by the Eschgent to the
Borrower, subject to conditions satisfactory to t@emmitment
Parties set forth in the First Lien Loan Documeritgluding,
without limitation, the delivery of a certificateytan officer of the
Company to the Agent certifying (i) the amount dfe tfinal
installment payment and any adjustments to thel finstallment
payment pursuant to the Highlander Constructiont@ah owed and
payable (including reasonable details with respd¢ot any
adjustments), (ii) that the Delivery (as definedtire Highlander
Construction Contract) will occur within 5 businedays, (iii) that
Maersk Oil North Sea UK Limited has provided comi@tion that
the Hercules Highlander has met all “shipyard inspection and
commissioning procedures” in the Highlander Cortrather than
agreed “action items” to be completed after delivef theHercules
Highlander, (iv) that Jurong has confirmed that thdercules
Highlander conforms to the requirements under the Highlander
Construction Contract and (v) that the successfulfetion by the
Hercules Highlander of the Trials (as defined in the Highlander
Construction Contract) has occurred (collectivetiie “Escrow
Conditions”); provided that, if the Company negotiates a different
purchase price with Jurong that is acceptableadrbquired Lenders

5
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Conditions Precedent to the
Closing:

Representations and Warranties:

Affirmative Covenants:

in their sole discretion, the Required Lenders nmastruct the
Escrow Agent to pay out an amount acceptable toRbquired
Lenders to the Borrower prior to the satisfactionttee Escrow
Conditions (to the extent that the Company negesiat purchase
price lower than the purchase price set forth ia thighlander
Construction Contract as of the Closing Date, tlegu®ed Lenders
may require the prepayment of the First Lien Loansin amount
equal to the difference between the purchase étdorth in the
Highlander Construction Contract as of the Clofiade and the new
purchase price)provided further, if the Company delivers notice to
the Escrow Agent and the Agent that the Escrow @iomd cannot
be met, the Escrow Agent shall pay out any amoumtee Escrow
Account to the Agent to prepay the First Lien LoandJpon
satisfaction of the Escrow Conditions, 100% offimads in the
Escrow Account shall be distributed to the Borroveeras
otherwise directed by the Borrower.

The closing date (theClosing Dat”) under the First Lien Exi
Facility shall be subject to conditions set forthSection 4 of the
Commitment Letter.

The First Lien Loan Documents will contain repréa@ons anc
warranties customarily found in loan agreements dwonilar exit
financings for similarly situated first lien debtblmgations for
companies exiting chapter 11 with the amount ofelage and
projected EBITDA of the reorganized Debtors and epth
representations and warranties deemed by the ConemitParties
appropriate to the specific transaction, , in eaake giving due
regard for the business of the Company and itsidaloes and their
business plan, including, without limitation, acacy and
completeness of financial statements; financiajegateons; absence
of undisclosed liabilities; no Material Adverse @ba; organization;
corporate existence; compliance with law (includgRISA, margin
regulations and environmental laws); corporate pcaavel authority;
due authorization; execution and enforceability tbé definitive
financing documentation; no governmental or thiedtp approvals;
no conflict with law, contractual obligations oraster documents;
no material litigation; labor matters, no defautider the definitive
financing documentation and other material agreésnewnership
of property; liens; intellectual property; insuranctaxes; use of
proceeds (including prohibition on wuse in contrdaien of
OFAC/anti-money laundering laws/FCPA/anti-corruptanti-
terrorism laws (“Sanctions Laws”), Federal Reseregulations;
ERISA; Investment Company Act; subsidiaries; enwinental
matters; solvency; accuracy and completeness otlodisre;
PATRIOT Act and Sanctions Laws; creation, perfettamd priority
of security interests; and assets, liabilities apdrations with respect
to non-Loan Parties.

The First Lien Loan Documents will contain affirivat covenant:
customarily found in loan agreements for similait @nancings for

6
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Negative Covenants:

similarly situated firstlien debt obligations for companies exiti
chapter 11 with the amount of leverage and projeEf8I TDA of the
reorganized Debtors and other affirmative covendetmed by the
Commitment Parties appropriate to the specificgaation, in each
case giving due regard for the business of the @ompand its
subsidiaries and their business plan, includinghauit limitation,
delivery of certified quarterly and audited annfirshncial statements
(provided that the Company's timely 10-K and 10#ihgs shall
satisfy this requirement), fleet status reportpprts to shareholders,
notices of defaults, litigation and other materalents, annual
budgets and other information customarily supplieé transaction
of this type, provided that the Lenders agree t@pkesuch
information confidential; continuation of businessd maintenance
of existence and material rights and privilegesngliance with all
applicable laws and regulations (including, witholimitation,
environmental matters, taxation, ERISA and Sanstibaws) and
material contractual obligations; payment of taxese of proceeds;
maintenance of property and insurance as is cusyomihin the
industry after taking into account the particulagions in which the
Company and its subsidiaries operate; maintenahdeooks and
records; right of the Lenders to inspect propentl dooks and
records; commercially reasonable efforts to mamgarating on the
First Lien Exit Facility by S&P and Moody'’s; inforaion regarding
collateral; vessel classification; rights to eagsirfrom vessels and
ownership of vessels, notices related to the coastn of the
Hercules Highlander, regular status updates on the progress of
construction of thélercules Highlander, notices of any threatened or
actual default under the Highlander Constructionnt@t or
Highlander Contract and the right to appoint adhparty project
management specialist to oversee construction ef Hbrcules
Highlander selected by the Required Lenders and consented to b
the Company (which consent shall not be unreasgnaithheld or
delayed); and further assurances (including, withiouitation, with
respect to security interests in after-acquiregerty, ships and rigs
and additional guarantors (including with respeat itnmaterial
subsidiaries that become material)).

The First Lien Loan Documents will contain negatie®venant:
customarily found in loan agreements for similait @nancings for
similarly situated first lien debt obligations faompanies exiting
chapter 11 with the amount of leverage and projeEf®ITDA of the
reorganized Debtors and other negative covenargme@ by the
Commitment Parties appropriate to the specificsaation, in each
case giving due regard for the business of the @ompand its
subsidiaries and their business plan, includinghauit limitation:

1. Limitation on dispositions of assets, including itiaions on
moving collateral out of non-Guarantor subsidigries

2. Limitation on mergers, consolidations, etc.;
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3. Limitations on dividends, stock repurchasand redemption
and other restricted payments (including prepayneérndanior-
lien, unsecured or subordinated debt);

4. Limitation on indebtedness (including guarantees! ather
contingent obligations in respect of indebtednassl, including
limitations on indebtedness of non-Guarantor sudsek);
provided that (a) a pari passu letter of crediilitgcshall be
permitted in an amount not to exceed $25.0 milijtre “LC
Facility”), subject to an intercreditor agreement form and
substance reasonably satisfactory to the Requiesdidrs and
(b) secured indebtedness for borrowed money (dkizer capital
leases and purchase money debt in an amount tgréed shall
be limited to (i) the First Lien Exit Facility ar(d) indebtedness
secured on a junior basis_(*Junior Debt”) in an antoto be
agreed, subject to an intercreditor agreement im f@nd
substance reasonably satisfactory to the Requieeddrs;

5. Limitation on loans, acquisitions and investmernitsluding
limitations on loans, acquisitions and investmdntsnon-Loan
Parties and from Loan Parties to non-Loan Parties;

6. Limitation on liens and further negative pledgpsvided that
(a) permitted liens securing the LC Facility wik Isubject to
any intercreditor agreement in form and substaeesanably
satisfactory to the Required Lenders and (b) péedhitiens
securing permitted Junior Debt will be subject tm a
intercreditor agreement in form and substance reddy
satisfactory to the Required Lenders;

7. Limitations on transactions with affiliates;

8. Limitation on sale and leaseback transactions;

9. Limitations on changes in nature of business;

10. Limitations on restrictions on ability to pay dieidds or make
distributions; and

11. Limitations on changing fiscal year.

Financial Covenants: The First Lien Loan Documents will contethe following financial
covenants:

(&) minimum liquidity at all times of:
¢ $100.0 million through June 2016

e $75.0 million through December 2016
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Events of Default:

Assignments and Participations:

e $50.0 million through June 2017
e $25.0 million thereafter

(b) maximum first lien secured leverage (definedj@ss first lien
debt divided by EBITDA) of (i) for the fiscal quartending March
31, 2017, 6.00:1.00, (ii) for the fiscal quartedieng June 30, 2017,
5.00:1.00, (iii) for the fiscal quarter ending Sapber 30, 2017,
4.00:1.00 and (iv) for the fiscal quarter ending&mber 31, 2017
and thereafter, 3.50:1.00. EBITDA shall be caltedeon an
annualized basis for the fiscal quarters endingddl&1, 2017, June
30, 2017 and September 30, 2017, thereafter beisgcbon the prior
four fiscal quarters.

The First Lien Loan Documents will contain everitslefault
customarily found in loan agreements for similait Brancings for
similarly situated first lien debt obligations foompanies exiting
chapter 11 with the amount of leverage and projeEfI TDA of the
reorganized Debtors and other events of defaulndeey the
Commitment Parties appropriate to the specificdaation, including,
without limitation: nonpayment of principal whenedar interest, fees
or other amounts (subject to grace periods), natereach of
representations, breach of covenants (certain aftwdre subject to
grace periods), cross-defaults, actual or asskrssdf lien on
collateral above a threshold to be agreed, actuadserted invalidity
of guarantees, bankruptcy and insolvency event$SERvents,
unpaid or unstayed judgments, the Delivery ofHllescules

Highlander has not occurred within 5 business days afterdlease
of funds from the Escrow Account upon satisfactbthe Escrow
Conditions, and certain material and adverse dpweémts with
respect to the Highlander Construction Contract &ighlander
Contract to be determined by the Required CommitrRarties as set
forth in the definitive documentation.

Each Lender may assign all or, subject to minimuno@mts to be
agreed, a portion of its First Lien Loans underRhst Lien Exit
Facility to Eligible Assignees (to be defined i tthefinitive
documentation). Assignments will require paymenthe assignor
or assignee of an administrative fee to the Agadtthe consents of
the Agent and the Borrower, which consents shadlbeo
unreasonably withheld; provided that (i) such adshiative fee shall
be payable only once in the event of simultanessgaments to or
by two or more entities that are administered onaggd by the same
entity or entities that are affiliates of each oflf&) no consents of
the Agent or the Borrower shall be required folmasignment to an
existing Lender or an affiliate of an existing Len@nd (ii) no
consent of Borrower shall be required during a ulefar event of
default. For any assignment for which the Borrdsveonsent is
required, such consent shall be deemed to havedreemif the
Borrower has not responded within five businessddya request for
such consent. In addition, each Lender may sdliggaations in all
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Indemnification and Expenses:

Required Lenders:

Miscellaneous:

or a portion of its First Lienoans undetheFirst Lien Exit Facility;
provided that no purchaser of a participation shalle the right to
exercise or to cause the selling Lender to exexmsiag rights in
respect of the First Lien Exit Facility (excepttasertain basic
issues).

Each Loan Par will indemnify the Agent, the Lenders, th:
respective affiliates, successors and assignshendfficers, directors,
employees, agents, advisors, controlling persodsv@mbers of each
of the foregoing (each, an “Indemnified Persony &old them
harmless from and against all costs, expensesifimg reasonable
and documented fees, disbursements and other shairgatside
counsel) and liabilities of such Indemnified Peraoising out of or
relating to any claim or any litigation or otheopeeding (regardless
of whether such Indemnified Person is a party tbemad regardless
of whether such matter is initiated by a third pamt by the Borrower
or any of its affiliates) that relates to the Ficgtn Exit Facility or the
transactions contemplated thereby; provided tfatndemnified
Person will be indemnified for any cost, expenségadnility to the
extent determined in the final, non-appealable foelgt of a court of
competent jurisdiction to have resulted from itssgr negligence or
willful misconduct. In addition, (a) all out-of-pket expenses
(including, without limitation, reasonable and downted fees,
disbursements and other charges of one law firmgeis outside
counsel, any local counsel and special counsebneddy necessary,
and one financial advisory firm for the Lenders agalsonable and
documented fees, disbursements and other chargesddw firm
acting as outside counsel and any local counsetpedal counsel
reasonably necessary for the Agent) of the Agedtlaamders in
connection with the First Lien Exit Facility ancettransactions
contemplated thereby shall be paid by the Loand&aftom time to
time, whether or not the Closing Date occurs andflbout-of-pocket
expenses (including, without limitation, documentees,
disbursements and other charges of outside coanddinancial
advisors) of the Agent and the Lenders, for enfimera costs and
documentary taxes associated with the First LighEacility and the
transactions contemplated thereby will be paidigyltoan Parties.

Lenders holding at least a majority of the totatFLien Loans unde
the First Lien Exit Facility (the “Required Lend8rswith certain
amendments requiring the consent of Lenders holaiggeater
percentage (or all) of the total First Lien Loansler the First Lien
Exit Facility. The First Lien Exit Facility shalle subject to
customary “yank-a-bank” provisions satisfactorgite Commitment
Parties.

TheFirst LienLoan Documents will include (i) standard yit
protection provisions (including, without limitatipprovisions
relating to compliance with risk-based capital gliges, increased
costs and payments free and clear of withholdirggdsubject to
customary qualifications)), (ii) waivers of conseqtial damages and
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jury trial, (iii) customary agency, <-off and sharing langua and
(iv) customary confidentiality provisions.

Governing Law and Submission  State olNew York.
to Non-Exclusive Jurisdiction:

Counsdl to Commitment Parties  Akin Gump Strauss Hauer & Feld L.
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