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Luminus has communicated privately with Valaris over the years
The current crisis of confidence requires action
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II. VALARIS PERFORMANCE



AMONGST THE BEST AND MOST DIVERSIFIED ASSETS
IN THE WORLD

LARGEST
JACKUP FLEET

NEW & LARGE 
DRILLSHIP FLEET

PRO-FORMA FLEET (2025)



YET, THE MARKET VALUES VALARIS’ FLEET AT A
DISCOUNT TO PEERS

If Valaris traded at peer valuations, the stock would be worth $14.00 per share; 
Rowan standalone would be worth $25.02 per Valaris share issued

AVERAGE EX-VALARIS 6G FLOATER: $140

AVERAGE EX-VALARIS 7G FLOATER: $182

IMPLIED PRICE PER DRILLSHIP
CHARTER ADJUSTED – 7th GEN

IMPLIED PRICE PER DRILLSHIP
CHARTER ADJUSTED – 6th GEN
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SHAREHOLDERS HAVE LOST SIGNIFICANT VALUE

Shareholders have
lost $11 billion since

the all time high

Shareholders have lost
$3 billion even since the lows of the 

financial crisis, ten years ago



ONE-YEAR TOTAL SHAREHOLDER RETURN

FIVE-YEAR TOTAL SHAREHOLDER RETURN

THREE-YEAR TOTAL SHAREHOLDER RETURN

TEN-YEAR TOTAL SHAREHOLDER RETURN

TOTAL SHAREHOLDER RETURNS HAVE EVEN LAGGED
DEPRESSED PEERS OVER ALL RELEVANT PERIODS
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ENSCO-ROWAN MERGER HAS DIVERGED FROM
PROMISED RESULTS WHILE OIL PRICES ARE UNCHANGED

MERGER RATIONALE: TOTAL SHAREHOLDER RETURN
SINCE UNANIMOUS BOARD APROVAL
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CRISIS OF CONFIDENCE SPANS THE ENTIRE
CAPITAL STRUCTURE

2024 BOND 2044 LONG BOND EQUITY

DEC 31, 2017 DEC 31, 2018 APRIL 11, 2019 JUNE 14, 2019 AUG 15, 2019EC 31, 2018



SELLSIDE IS SKEPTICAL ABOUT CURRENT TRAJECTORY

We believe the Company’s outlook has more  inherent  
risk  going  forward  with  lower  EBITDA  forecasts,  a 
diminished  near  to  intermediate  term  FCF  picture  
and  the weaker operational  and  contracting  
performance  of  the  Company.”
Wells Fargo  8/1/2019

We struggle to see VAL as a compelling long case given 
its weak backlog and pressed floater position 
coupled with a continued need to draw on its RCF.”
Fearnley’s  8/2/2019

Heightened concerns around VAL's capital structure and 
fleet management / marketing continue to weigh on the 
stock … perhaps the  biggest  disappointment  for  us  
has  been  the  limited  clarity  on  contracting  
strategy, particularly given VAL's lower relative backlog 
vs peers.”
UBS  8/9/2019

Despite a decent set of results for the second quarter, 
VAL's near-term outlook for its floater fleet was 
far less constructive than many were expecting,
which clearly caught the market by surprise as the stock 
traded down ~20% yesterday.”
SIG  8/2/2019

VAL continues to struggle relative to its offshore peers, 
digesting two large acquisitions - neither of 
which contributed any EBITDA, only debt and 
modest equity in earnings. Bonds seem appropriately 
priced, within a slowly improving offshore market.”
Barclays  8/1/2019

…this … speaks to VAL and its predecessor companies' lack 
of niches (in rig type, market exposure and customer 
relationships). … we've been surprised its contract 
win rate hasn't been higher”
Jefferies  8/1/2019
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UNFORCED ERRORS HAVE CONTRIBUTED TO A
CRISIS OF CONFIDENCE

QUANTIFIABLE EXAMPLES INCLUDE MARKET EVIDENCE

A lack of confidence in the governance, strategy, operations and financial management
of the Company contributes to Valaris’ depressed valuation

OTHER EXAMPLES INCLUDE



III. OPERATIONAL ISSUES AND
OPPORTUNITIES

“CRISIS OF CONFIDENCE”



OPERATIONAL ISSUES OVERVIEW

“CRISIS OF CONFIDENCE”



MARKETING STRATEGY AND LEADERSHIP SHOULD
BE CAREFULLY REVIEWED

DRILLING CONTRACTOR

Top 5 Floater Rig Customers vs. Drilling Contractor of Choice
(by rig years over the past 24 months)

Contract Awards Trail Market Share of 7th Generation Drillships

Number of 7th Generation
Drillships

Drillship Rig Years Awarded
Last 24 Mos.

“CRIS IS  OF CONFIDENCE”

Rig Cuusto
(by rig yig y



VALARIS’ CAPITAL MARKET EXECUTION HAS
IMPAIRED VALUE

22% of market capitalization!

“CRIS IS  OF CONFIDENCE”

Luminus privately and repeatedly objected and highlighted flaws in this execution; 
the Company chose not to change course and even upsized



M&A AND CAPITAL ALLOCATION DECISIONS AT BOTH
PREDECESSOR BOARDS HAVE BEEN POOR

“CRIS IS  OF CONFIDENCE”

POO



QUESTIONABLE DECISIONS CONTINUE TO HARM
VALARIS’ CREDIBILITY

“CRIS IS  OF CONFIDENCE”

2019 Street EBITDA Estimates Since Merger Approval

PROXY STATEMENT PROJECTION FOR 2019 EBITDA

TENDER
ANNOUNCED 

Trading Price of Bonds

EARNINGSTENDER
COMPLETED 

BITDAA E

PROXY PROXY



IV. CAPITAL STRUCTURE OPPORTUNITIES
PATH TO CREATING ENDURING VALUE



CAPITAL STRUCTURE OBJECTIVES FOR $6+ BILLION
CAPITAL STACK

APPROPRIATE, HOLISTIC GOALS
FOR CAPITAL STRUCTURE

BY CONTRAST, VALARIS HAS FOCUSED ON ONE CONSTITUENCY’S 
INTEREST RATHER THAN THE ENTERPRISE AS A WHOLE

WE SUPPORT THESE GOALS!

ALARRIS H
T RATHEER



BENEFITS OF BALANCED APPROACH TO
CAPITAL STRUCTURE



EXECUTING ON THESE GOALS IS COMPLEX, INTERWOVEN AND
REQUIRES PUBLIC MARKETS EXPERTISE AND SWIFT ACTION

GOALSSTAKEHOLDER ACTION



AN ILLUSTRATION OF THE HOLISTIC APPROACH



THE ILLUSTRATIVE APPROACH ACHIEVES KEY GOALS

GOALS

ACTION

GO



DEBT MATURITIES PROFILE UNDER
ILLUSTRATIVE APPROACH 

LUMINUS ILLUSTRATIVE CASEBASE CASE MINUUS 



BASE CASE
CAP STRUCTURE

ILLUSTRATIVE CASE 
CAP STRUCTURE

ILLUSTRATIVE CASE
VAL SCENARIO H EBITDA

Key Assumptions

Incremental Financing

Early Retirements

Share Repurchase

Key Equity + Credit Metrics

HOLISTIC APPROACH DRIVES SUCCESS
FOR STAKEHOLDERS

60% 
INCREASE

74%  INCREASE
COMPARABLE

MATURITIES EXTENDED

EBITDA Assumptions 

E



HOLISTIC APPROACH ENHANCES SHAREHOLDER RETURN

Compounded Returns

TYPE OF INVESTOR

Weighted 
Average 

Entry Date
Estimated 
Cost Basis Base Case

Luminus 
Illustrative Case

The holistic approach
to balance sheet 
restructuring increases 
IRR for Valaris’ investors, 
as indicated here for 
selected institutional and 
index / quantitative 
investors from Valaris’ 
top-20 shareholders

Cost



VALARIS’ COST OF CAPITAL IS TOO HIGH

DEC 31, 2017 DEC 31, 2018 APRIL 11, 2019 AUG 15, 2019 COMMENTARY

OFFSHORE INDICATORS RESILIENT OVER TIME

VALARIS SECURITIES SHOWCASE EXCESSIVE COST OF CAPITAL

RES

SHOWCAS

APRIL 1
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THE EXCESSIVE REVOLVER BURDENS VALARIS’
ABILITY TO FIX ITSELF

ASSUMPTION SET LIQUIDITY NEEDS 
Q3 2022



V. THE BOARD MUST BE
REFRESHED AND ENHANCED



SHAREHOLDER RETURNS HAVE BEEN TERRIBLE
DURING TENURE OF INCUMBENT DIRECTORS

Start TSR DURING TENURE
Total 

Tenure
Value of VAL

Last Open Market PurchaseShares Owned*
Date Rowan Valaris Total (Years) Date Price

alue oof of VAV
Shares Ow



DIRECTOR EXPERIENCE AND AFFILIATION

BOARD LACKS CRITICAL AREAS OF EXPERTISE
AND ALIGNMENT

Valaris is one of only two public drillers without significant shareholder representation on the Board*

ATIONN



GO-FORWARD BOARD PRIORITIES



VI. CONCLUSION AND NEXT STEPS



CONCLUSION AND NEXT STEPS



DISCLAIMER


