INFORMATION STATEMENT

2,967,359 SHARES OF OCEAN RIG UDW INC. COMMON SHARES, $0.01 PAR VALUE

PARTIAL SPIN-OFF OF OCEAN RIG UDW INC. THROUGH THE DISTRIBUTION BY

DRYSHIPS INC.

OF 2,967,359 COMMON SHARES, $0.01 PAR VALUE, OF
OCEAN RIG UDW INC.

We, DryShips Inc., are sending you this information statement because we are completing our partial spin-
off of Ocean Rig UDW Inc., a majority-owned subsidiary of ours which we refer to as Ocean Rig UDW. We are
completing this spin-off by distributing in the form of a dividend of 2,967,359 common shares, par value $0.01, of
Ocean Rig UDW, to which we refer as the Ocean Rig UDW Shares, for each share of our common stock. As of the
date of this information statement, we have a total of 408,394,836 issued and outstanding common shares. We
expect to distribute a total of 2,967,359 Ocean Rig UDW Shares to our shareholders in this manner, which
represents approximately 3 % of our interest in Ocean Rig UDW, and which, immediately following the distribution,
will represent ownership of approximately 2.2% of Ocean Rig UDW.

The distribution is expected to be effective as of October 5, 2011, to holders of record of our common stock
as of 5:00 p.m. EDT on September 21, 2011.

Ocean Rig UDW is an international offshore drilling contractor providing oilfield services for offshore oil
and gas exploration, development and production drilling and specializing in the ultra-deepwater and harsh-
environment segment of the offshore drilling industry. Our board of directors has determined that it would be in the
best interests of our shareholders to distribute a portion of the Ocean Rig UDW common shares that we currently
own. Following the completion of the partial spin-off, we will own approximately 98,587,915 Ocean Rig UDW
Shares, or approximately 75% of Ocean Rig UDW 's outstanding common shares.

No vote of our shareholders is required in connection with this spin-off. You will not be required to pay
cash or provide any other consideration or to surrender or exchange any shares of Dryships Inc. common stock in
order to receive the distribution of Ocean Rig UDW Shares. Therefore, you are not required to take any action.

We are sending you this information statement, which contains additional information about Ocean Rig
UDW and the terms of this spin-off, for your information only.

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND US
A PROXY.

Unless otherwise noted, in this information statement, "we", "us", "our" or "DryShips" refer to DryShips
Inc., a Republic of the Marshall Islands corporation. Ocean Rig UDW or the "Company" refers to Ocean Rig UDW
Inc., a Republic of the Marshall Islands corporation, and, where applicable, its subsidiaries. Unless otherwise
indicated, all references to "dollars" and "$" in this information statement are to, and amounts are presented in, U.S.
dollars.



Taxation of the Partial Spin-Off to U.S. Holders

The distribution of Ocean Rig UDW Shares or cash in lieu thereof in the partial spin-off will be
characterized as a taxable dividend for United States federal income tax purposes. The amount of the dividend for
such tax purposes will be equal to the sum of (x) the fair market value of Ocean Rig UDW Shares received by a U.S.
Holder, as defined within the section of this information statement entitled "Taxation", and (y) any cash payment in
lieu of fractional shares paid to a U.S. Holder. You should treat the effective date of the partial spin-off, which is
the distribution date of October 5, 2011, as the date of the dividend. Please see the section of this information
statement entitled "Taxation—United States Federal Income Tax Considerations — Taxation of the Partial Spin-Off
to U.S. Holders" for additional information.

Neither the U.S. Securities and Exchange Commission nor any state securities commission has
approved or disapproved of the Ocean Rig UDW Shares to be issued to you pursuant to this distribution or
determined if this information statement is truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this information statement is September 22, 2011.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or performance,
and underlying assumptions and other statements, which are other than statements of historical or present facts or conditions.

This information statement may include forward-looking statements which reflect Ocean Rig UDW’s current views and
assumptions with respect to future events and financial performance and are subject to risks and uncertainties. The words "believe,"
"anticipate," "intend," "estimate," "forecast," "project,” "plan," "potential,” "may," "should," "expect" and similar expressions identify

forward-looking statements.

The forward-looking statements in this document are based upon various assumptions, many of which are based, in turn,
upon further assumptions, including without limitation, Ocean Rig UDW'’s examination of historical operating trends, data contained
in its records and other data available from third parties. Although Ocean Rig UDW believes that these assumptions were reasonable
when made, because these assumptions are inherently subject to significant uncertainties and contingencies which are difficult or
impossible to predict, Oean Rig UDW cannot assure you that it will achieve or accomplish these expectations, beliefs or projections.

In addition to these important factors and matters discussed elsewhere in this information statement, important factors that, in
Ocean Rig UDW’s view, could cause actual results to differ materially from those discussed in the forward-looking statements include
factors related to:

e the offshore drilling market, including supply and demand, utilization rates, dayrates, customer drilling programs,
commodity prices, effects of new rigs on the market and effects of declines in commodity prices and downturn in global
economy on market outlook for Ocean Rig UDW’s various geographical operating sectors and classes of rigs;

e hazards inherent in the drilling industry and marine operations causing personal injury or loss of life, severe damage to or
destruction of property and equipment, pollution or environmental damage, claims by third parties or customers and
suspension of operations;

e customer contracts, including contract backlog, contract commencements, contract terminations, contract option
exercises, contract revenues, contract awards and rig mobilizations, newbuildings, upgrades, shipyard and other capital
projects, including completion, delivery and commencement of operations dates, expected downtime and lost revenue;

e political and other uncertainties, including political unrest, risks of terrorist acts, war and civil disturbances, piracy,
significant governmental influence over many aspects of local economies, seizure, nationalization or expropriation of
property or equipment;

e repudiation, nullification, modification or renegotiation of contracts;

e limitations on insurance coverage, such as war risk coverage, in certain areas;

o foreign and U.S. monetary policy and foreign currency fluctuations and devaluations;

o the inability to repatriate income or capital;

e complications associated with repairing and replacing equipment in remote locations;

e import-export quotas, wage and price controls imposition of trade barriers; regulatory or financial requirements to
comply with foreign bureaucratic actions;

e changing taxation policies and other forms of government regulation and economic conditions that are beyond Ocean
Rig UDW’s control;

o the level of expected capital expenditures and the timing and cost of completion of capital projects;

e Ocean Rig UDW'’s ability to successfully employ its drilling units, procure or have access to financing, ability to comply
with loan covenants, liquidity and adequacy of cash flow for its obligations;



o factors affecting Ocean Rig UDW’s results of operations and cash flow from operations, including revenues and
expenses, uses of excess cash, including debt retirement, timing and proceeds of asset sales, tax matters, changes in tax
laws, treaties and regulations, tax assessments and liabilities for tax issues, legal and regulatory matters, including results
and effects of legal proceedings, customs and environmental matters, insurance matters, debt levels, including impacts of
the financial and credit crisis;

e the effects of accounting changes and adoption of accounting policies;
e recruitment and retention of personnel; and
e other important factors described in this information statement under “Risk Factors.”

We caution readers of this information statement not to place undue reliance on these forward-looking statements, which
speak only as of their dates.

ENFORCEABILITY OF CIVIL LIABILITIES

Ocean Rig UDW is a Marshall Islands corporation and its principal administrative offices are located outside the United
States in Nicosia, Cyprus. A majority of its directors, officers and the experts named in this information statement reside outside the
United States. In addition, a substantial portion of Ocean Rig UDW's assets and the assets of its directors, officers and experts are
located outside of the United States. As a result, you may have difficulty serving legal process within the United States upon Ocean
Rig UDW or any of these persons. You may also have difficulty enforcing, both in and outside the United States, judgments you may
obtain in United States courts against Ocean Rig UDW or these persons in any action, including actions based upon the civil liability
provisions of United States federal or state securities laws.

Furthermore, there is substantial doubt that the courts of the Marshall Islands or Cyprus would enter judgments in original
actions brought in those courts predicated on United States federal or state securities laws.

INDUSTRY AND MARKET DATA

Some of the industry and market data used throughout this information statement were obtained through our research or the
research of Ocean Rig UDW, surveys and studies conducted by third parties and industry and general publications. We believe that
this information is accurate. However, neither we nor any of our respective affiliates have undertaken any independent investigation
to confirm the accuracy or completeness of such information. In addition, certain information contained in the sections entitled
“Summary” “Risk Factors” and “Business” has been provided by Fearnley Offshore AS.



SUMMARY OF THE INFORMATION STATEMENT

This summary highlights selected information disclosed in greater detail elsewhere in this information statement. The
following summary is qualified in its entirety by the more detailed information appearing elsewhere in this information statement and
by the documents summarized in this information statement. You should carefully read this entire information statement and should
consider, among other things, the matters set forth in "Risk Factors" relating to your ownership of Ocean Rig UDW's common shares.

Ocean Rig UDW Inc.

Ocean Rig UDW is an international offshore drilling contractor providing oilfield services for offshore oil and gas
exploration, development and production drilling and specializing in the ultra-deepwater and harsh-environment segment of the
offshore drilling industry. Ocean Rig UDW seeks to utilize its high-specification drilling units to the maximum extent of their
technical capability and Ocean Rig UDW believes that it has earned a reputation for operating performance excellence. Ocean Rig
UDW currently owns and operates two modern, fifth generation ultra-deepwater semi-submersible offshore drilling rigs, the Leiv
Eiriksson and the Eirik Raude, and three sixth generation, advanced capability ultra-deepwater drillships, the Ocean Rig Corcovado,
the Ocean Rig Olympia and the Ocean Rig Poseidon, which were delivered in January 2011, March 2011 and July 2011, respectively
by Samsung Heavy Industries Co. Ltd., or Samsung.

Ocean Rig UDW has additional newbuilding contracts with Samsung for the construction of one sixth generation, advanced
capability ultra-deepwater drillship, the Ocean Rig Mykonos and three seventh generation newbuilding drillships, which Ocean Rig
UDW refers to as its seventh generation hulls. These four newbuilding drillships are currently scheduled for delivery in September
2011, July 2013, September 2013 and November 2013, respectively. The Ocean Rig Corcovado, the Ocean Rig Olympia, the Ocean
Rig Poseidon and the Ocean Rig Mykonos are “sister-ships” constructed by the same shipyard to the same high-quality vessel design
and specifications and are capable of drilling in water depths of 10,000 feet. The design of Ocean Rig UDW’s seventh generation
hulls reflects additional enhancements that, with the purchase of additional equipment, will enable the drillship to drill in water depths
of 12,000 feet.

Ocean Rig UDW also has options with Samsung for the construction of up to three additional seventh generation ultra-
deepwater drillships at an estimated total project cost, excluding financing costs, of $638.0 million per drillship, based on a shipyard
contract price of $570.0 million, costs of approximately $38.0 million for upgrades to the existing drillship specifications and
construction-related expenses of $30.0 million. These options are exercisable by Ocean Rig UDW at any time on or prior to January
31, 2012.

Ocean Rig UDW believes that the Ocean Rig Corcovado, the Ocean Rig Olympia and the Ocean Rig Poseidon, as well as the
four newbuilding drillships, will be among the most technologically advanced drillships in the world. The S10000E design, used for
the Ocean Rig Corcovado, the Ocean Rig Olympia, the Ocean Rig Poseidon and the Ocean Rig Mykonos was originally introduced in
1998 and according to Fearnley Offshore AS, including these four drillships, a total of 45 drillships have been ordered using this base
design, which has been widely accepted by customers, of which 24 have been delivered, as of July 2011, including the Ocean Rig
Corcovado and the Ocean Rig Olympia. Among other technological enhancements, Ocean Rig UDW’s drillships are equipped with
dual activity drilling technology, which involves two drilling systems using a single derrick that permits two drilling-related
operations to take place simultaneously. Ocean Rig UDW estimates this technology saves between 15% and 40% in drilling time,
depending on the well parameters. Each of Ocean Rig UDW'’s newbuilding drillships will be capable of drilling 40,000 feet at water
depths of 10,000 feet or, in the case of Ocean Rig UDW?’s seventh generation hulls, 12,000 feet. Ocean Rig UDW currently has a team
of its employees at Samsung overseeing the construction of the four newbuilding drillships at Samsung to help ensure that those
drillships are built on time, to its exact vessel specifications and on budget, as was the case for both the Ocean Rig Corcovado, the
Ocean Rig Olympia and the Ocean Rig Poseidon.

The total cost of construction and construction-related expenses for the Ocean Rig Corcovado, Ocean Rig Olympia and
Ocean Rig Poseidon amounted to approximately $754.8 million, $755.3 million and $788.5 million, respectively. As of August 15,
2011, Ocean Rig UDW had made an aggregate of $451.7 million of construction and construction-related payments for the Ocean Rig
Mykonos. Construction-related expenses include equipment purchases, commissioning, supervision and commissions to related
parties, excluding financing costs and fair value adjustments. As of August 15, 2011, the remaining total construction and
construction-related payments for the Ocean Rig Mykonos was approximately $331.0 million in the aggregate. As of August 15,
2011, Ocean Rig UDW had made an aggregate of $726.7 million of construction and construction-related payments for its three
seventh generation hulls and have remaining total construction and construction-related payments relating to these drillships of
approximately $1.2 billion in the aggregate.




Ocean Rig UDW'’s revenue, earnings before interest, taxes, depreciation and amortization, or EBITDA, and net income for
the twelve-months ended June 30, 2011 were $452.4 million, $242.2 million and $114.0 million, respectively. Ocean Rig UDW
believes EBITDA provides useful information to investors because it is a basis upon which it measures its operations and efficiency.
Please see “Selected Historical Consolidated Financial and Other Data” for a reconciliation of EBITDA to net income, the most
directly comparable U.S. generally accepted accounting principles, or U.S. GAAP, financial measure.

Ocean Rig UDW’s Fleet

Set forth below is summary information concerning its offshore drilling units as of August 15, 2011.

Water
Year Builtor  Depth to Drilling
Scheduled the Depth to
Delivery / Wellhead the Qil Maximum Drilling
Unit Generation (ft) Field (ft) Customer Contract Term Dayrate Location
Existing
Drilling Rigs
Cairn
Leiv Eiriksson 2001/ 5th 7,500 30,000 Energy plc Q22011 - Q4 2011 $560,000 Greenland
Borders & Southern Falkland
plc Q4 2011 -Q2 2012 $530,000 Islands
Eirik Raude 2002 / 5th 10,000 30,000 Tullow Oil plc Q4 2008 — Q4 2011 $665,000 Ghana
Existing
Drillships
Ocean Rig
Corcovado (A) 2011/ 6th 10,000 40,000 Cairn Energy plc Q12011-Q4 2011 $560,000 Greenland
Petroleo
Brasileiro S.A. Q4 2011 - Q4 2014 $460,000 Brazil
Vanco Cote d’Ivoire
Ocean Rig Ltd. and Vanco
Olympia (A) 2011/ 6th 10,000 40,000 Ghana Ltd. Q2 2011 - Q2 2012 $415,000 West Africa
Ocean Rig Petrobras Tanzania Tanzania and
Poseidon (A) Q32011/ 6th 10,000 40,000 Limited Q32011-Q1 2013 $632,000 West Africa
Newbuilding
Drillships
Ocean Rig Petréleo
Mykonos (A) Q3 2011/ 6th 10,000 40,000 Brasileiro S.A. Q32011 - Q4 2014 $455,000 Brazil
NB #1 (TBN)
(A) Q3 2013/ 7th 12,000 40,000
NB #2 (TBN)
(A) Q3 2013/ 7th 12,000 40,000
NB #3 (TBN)
(A) Q3 2013/ 7th 12,000 40,000
Optional
Newbuilding
Drillships
NB Option #1
(A) 12,000 40,000
NB Option #2 12,000 40,000




(A)

NB Option #3
(A) 12,000 40,000

(A) Represents “sister ship” vessels built to the same or similar design and specifications.

Employment of the Fleet

In April 2011, the Leiv Eiriksson commenced a contract with a term of approximately six months with Cairn Energy plc, or
Cairn, for drilling operations in Greenland at a maximum operating dayrate of $560,000 and a mobilization fee of $7.0 million plus
fuel costs. The contract period is scheduled to expire on October 31, 2011, subject to the customer’s option to extend the contract
period through November 30, 2011. Following the expiration of its contract with Cairn, the Leiv Eiriksson is scheduled to commence a
contract with Borders & Southern for drilling operations offshore the Falkland Islands at a maximum operating dayrate of $530,000
and a $3.0 million fee payable upon commencement of mobilization as well as mobilization and demobilization fees, including fuel
costs, of $15.4 million and $12.6 million, respectively. The contract was originally a two-well program at a maximum dayrate of
$540,000; however, on May 19, 2011, Borders & Southern exercised its option to extend the contract to drill an additional two wells,
which it assigned to Falkland Oil and Gas Limited, or Falkland Oil and Gas, and the maximum dayrate decreased to $530,000.
Borders & Southern has the option to further extend this contract to drill an additional fifth well, in which case the dayrate would
increase to $540,000. The estimated duration for the four-well contract, including mobilization/demobilization periods, is
approximately 230 days, and Ocean Rig UDW estimates that the optional period to drill the additional fifth well would extend the
contract term by approximately 45 days.

The Eirik Raude is employed under a contract with Tullow Qil plc, or Tullow Oil, which Ocean Rig UDW refers to as the
Tullow Oil contract, for development drilling offshore of Ghana at a weighted average dayrate of $637,000, based upon 100%
utilization. On February 15, 2011, the dayrate increased to a maximum of $665,000, which rate will be effective until expiration of
the contract in October 2011.

The Ocean Rig Corcovado is employed under a contract with Cairn for a period of approximately ten months, under which
the drillship commenced drilling and related operations in Greenland in May 2011 at a maximum operating dayrate of $560,000. In
addition, Ocean Rig UDW is entitled to a mobilization fee of $17.0 million, plus fuel costs, and winterization upgrading costs of $12.0
million, plus coverage of yard stay costs at $200,000 per day during the winterization upgrade. The contract period is scheduled to
expire on October 31, 2011, subject to the customer’s option to extend the contract period through November 30, 2011. On July 20,
2011, Ocean Rig UDW entered into a three-year contract with Petréleo Brasileiro S.A., or Petrobras Brazil, for the Ocean Rig
Corcovado for drilling operations offshore Brazil at a maximum dayrate of $460,000, plus a mobilization fee of $30.0 million. The
contract is scheduled to commence upon the expiration of the drillship’s contract with Cairn.

The Ocean Rig Olympia is employed under contracts to drill a total of five wells with VVanco Cote d’lvoire Ltd. and Vanco
Ghana Ltd., which Ocean Rig UDW collectively refers to as Vanco, for exploration drilling offshore of Ghana and Cote d’lvoire at a
maximum operating dayrate of $415,000 and a daily mobilization rate of $180,000, plus fuel costs. The aggregate contract term is for
approximately one year, subject to the customer’s option to extend the term at the same dayrate for (i) one additional well, (ii) one
additional year or (iii) one additional well plus one additional year. Vanco is required to exercise the option no later than the date on
which the second well in the five-well program reaches its target depth.

The Ocean Rig Poseidon commenced a contract with Petrobras Tanzania Limited, or Petrobras Tanzania, a company related
to Petrobras Oil & Gas B.V., or Petrobras Oil & Gas, on July 29, 2011 for drilling operations in Tanzania and West Africa for a period
of 544 days, plus a mobilization period, at a maximum dayrate of $632,000, including a bonus of up to $46,000. In addition, Ocean
Rig UDW s entitled to receive a separate dayrate of $422,500 for up to 60 days during relocation and a mobilization dayrate of
$317,000, plus the cost of fuel. The Ocean Rig Poseidon is currently earning mobilization fees under the contract. Drilling operations
have not commenced.

On July 20, 2011, Ocean Rig UDW entered into a three-year contract with Petrobras Brazil for the Ocean Rig Mykonos for
drilling operations offshore Brazil at a maximum dayrate of $455,000, plus a mobilization fee of $30.0 million. The contract is
scheduled to commence in the third quarter of 2011.

Ocean Rig UDW has not arranged employment for its three seventh generation hulls, which are scheduled to be delivered in
July 2013, September 2013 and November 2013, respectively.




Option to Purchase Additional New Drillships

On November 22, 2010, DryShips entered into a contract with Samsung that granted us options for the construction of up to
four additional ultra-deepwater drillships, which would be “sister-ships” to the Ocean Rig Corcovado, the Ocean Rig Olympia, the
Ocean Rig Poseidon and the Ocean Rig Mykonos with certain upgrades to vessel design and specifications. The option agreement
required us to pay a non-refundable slot reservation fee of $24.8 million per drillship. The option agreement was novated by us to
Ocean Rig UDW on December 30, 2010, at a cost of $99.0 million, which Ocean Rig UDW paid from the net proceeds of a private
offering of its common shares that it completed in December 2010. In addition, Ocean Rig UDW paid additional deposits totaling
$20.0 million to Samsung in the first quarter of 2011 to maintain favorable costs and yard slot timing under the option contract.

On May 16, 2011, Ocean Rig UDW entered into an addendum to the option contract with Samsung, pursuant to which
Samsung granted Ocean Rig UDW the option for the construction of up to two additional ultra-deepwater drillships, which would be
“sister-ships” to its drillships and its seventh generation hulls, with certain upgrades to vessel design and specifications. Ocean Rig
UDW did no pay slot reservation fees in connection with its entry into this addendum.

As of the date of this information statement, Ocean Rig UDW has exercised three of the six options and, as a result, has
entered into shipbuilding contracts for its seventh generation hulls with deliveries scheduled in July 2013, September 2013 and
November 2013, respectively. Ocean Rig UDW has made payments of $632.4 million to the shipyard in the second quarter of 2011 in
connection with Ocean Rig UDW?’s exercise of the three newbuilding drillship options. The estimated total project cost per drillship is
$638.0 million, which consists of $570.0 million of construction costs, costs of approximately $38.0 million for upgrades to the
existing drillship specifications and construction-related expenses of $30.0 million. These upgrades include a 7 ram blowout
preventer, or BOP, a dual mud system and, with the purchase of additional equipment, the capability to drill up to 12,000 feet water
depth.

As part of the novation of the contract described above, the benefit of the slot reservation fees passed to Ocean Rig UDW.
The amount of the slot reservation fees for the seventh generation hulls has been applied towards the drillship contract prices and the
amount of the slot reservation fees applicable to one of the remaining three newbuilding drillship options will be applied towards the
drillship contract price if the option is exercised.

Management of the Drilling Units

Ocean Rig UDW’s existing drilling rigs, the Leiv Eiriksson and the Eirik Raude, are managed by Ocean Rig AS, Ocean Rig
UDW’s wholly-owned subsidiary. Ocean Rig AS also provides supervisory management services, including onshore management, to
the Ocean Rig Corcovado and the Ocean Rig Olympia and Ocean Rig UDW’s newbuilding drillships pursuant to separate
management agreements entered into with each of the drillship-owning subsidiaries. Under the terms of these management
agreements, Ocean Rig AS, through its offices in Stavanger, Norway, Aberdeen, United Kingdom and Houston, Texas, is responsible
for, among other things, (i) assisting in construction contract technical negotiations, (ii) securing contracts for the future employment
of the drillships, and (iii) providing commercial, technical and operational management for the drillships.

Pursuant to the Global Services Agreement between DryShips and Cardiff Marine Inc., or Cardiff, a related party, effective
December 21, 2010, DryShips has engaged Cardiff to act as consultant on matters of chartering and sale and purchase transactions for
the offshore drilling units operated by Ocean Rig UDW. Under the Global Services Agreement, Cardiff, or its subcontractor, will (i)
provide consulting services related to identifying, sourcing, negotiating and arranging new employment for offshore assets of
DryShips and its subsidiaries, including Ocean Rig UDW?’s drilling units and (ii) identify, source, negotiate and arrange the sale or
purchase of the offshore assets of DryShips and its subsidiaries, including Ocean Rig UDW?’s drilling units. The services provided by
Ocean Rig AS and Cardiff overlap mainly with respect to negotiating shipyard orders and providing marketing for potential
contractors. Cardiff has an established reputation within the shipping industry, and has developed expertise and a network of strong
relationships with shipbuilders and oil companies, which supplement the management capabilities of Ocean Rig AS. Ocean Rig UDW
may benefit from services provided in accordance the Global Services Agreement. See “Business—Management of the Drilling
Units—Global Services Agreement.”

Competitive Strengths
Ocean Rig UDW finds that its prospects for success are enhanced by the following aspects of its business:

Proven track record in ultra-deepwater drilling operations. Ocean Rig UDW has a well-established record of operating
drilling equipment with a primary focus on ultra-deepwater offshore locations and harsh environments. Established in 1996, Ocean
Rig UDW employed 1,070 people as of August 15, 2011, and has gained significant experience operating in challenging environments
with a proven track record for operations excellence through its completion of 102 wells. Ocean Rig UDW capitalizes on its high-
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specification drilling units to the maximum extent of their technical capability. Ocean Rig UDW has operated the Leiv Eiriksson since
2001 and the Eirik Raude since 2002. From February 24, 2010 through February 3, 2011, the Leiv Eiriksson performed drilling
operations in the Black Sea under its contract with Petrobras Oil & Gas, which Ocean Rig UDW refers to as the Petrobras contract,
and achieved a 91% earnings efficiency. The Eirik Raude has been operating in deep water offshore of Ghana under the Tullow Oil
contract and achieved a 98% earnings efficiency for the period beginning October 2008, when the rig commenced the contract,
through June 30, 2011.

Technologically advanced deepwater drilling units. According to Fearnley Offshore AS, the Leiv Eiriksson and the Eirik
Raude are two of only 15 drilling units worldwide as of July 2011 that are technologically equipped to operate in both ultra-deepwater
and harsh environments. Additionally, each of Ocean Rig UDW’s drillships will be either a sixth or seventh generation, advanced
capability, ultra-deepwater drillship built based on a proven design that features full dual derrick enhancements. The Ocean Rig
Corcovado, the Ocean Rig Olympia and the Ocean Rig Poseidon have, and the newbuilding drillships will have, the capacity to drill
40,000 feet at water depths of 10,000 feet or, in the case of Ocean Rig UDW?’s seventh generation hulls, 12,000 feet. One of the key
benefits of each of Ocean Rig UDW’s drillships is its dual activity drilling capabilities, which involves two drilling systems that use a
single derrick and which permits two drilling-related operations to take place simultaneously. Ocean Rig UDW estimates that this
capability reduces typical drilling time by approximately 15% to 40%, depending on the well parameters, resulting in greater
utilization and cost savings to its customers. According to Fearnley Offshore AS, of the 34 ultra-deepwater drilling units to be
delivered worldwide in 2011, only 11 are expected to have dual activity drilling capabilities, including Ocean Rig UDW'’s four
drillships. As a result of the Deepwater Horizon offshore drilling accident in the Gulf of Mexico in April 2010, in which Ocean Rig
UDW was not involved, Ocean Rig UDW believes that independently and nationally owned oil companies and international
governments will increase their focus on safety and the prevention of environmental disasters and, as a result, Ocean Rig UDW
expects that high quality and technologically advanced drillships will be in high demand and at the forefront of ultra-deepwater
drilling activity.

Long-term blue-chip customer relationships. Since the commencement of Ocean Rig UDW'’s operations, it has developed
relationships with large independent oil producers such as Chevron Corporation, or Chevron, Exxon Mobil Corporation, or
ExxonMobil, Petrobras Oil & Gas, Royal Dutch Shell plc, or Shell, BP plc, or BP, Total S.A., or Total, Statoil ASA, or Statoil, and
Tullow Oil. Together with Ocean Rig UDW'’s predecessor, Ocean Rig ASA, they have drilled 102 wells in 15 countries for 22 clients,
including those listed above. Currently, Ocean Rig UDW has employment contracts with Petrobras Oil & Gas, Petrobras Tanzania,
Petrobras Brazil, Tullow Oil, Borders & Southern, Cairn and Vanco. Ocean Rig UDW believes these strong customer relationships
stem from its proven track record for dependability and for delivering high-quality drilling services in the most extreme operating
environments. Although Ocean Rig UDW’s former clients are not obligated to use Ocean Rig UDW’s services, Ocean Rig UDW
expects to use its relationships with its current and former customers to secure attractive employment contracts for its drilling units.

High barriers to entry. There are significant barriers to entry in the ultra-deepwater offshore drilling industry. Given the
technical expertise needed to operate ultra-deepwater drilling rigs and drillships, operational know-how and a track record of safety
play an important part in contract awards. The offshore drilling industry in some jurisdictions is highly regulated, and compliance with
regulations requires significant operational expertise and financial and management resources. With the negative press around the
Deepwater Horizon drilling rig accident, Ocean Rig UDW expects regulators worldwide to implement more stringent regulations and
oil companies to place a premium on drilling firms with a proven track record for safety. There are also significant capital
requirements for building ultra-deepwater drillships. Further, there is limited shipyard availability for new drillships and required lead
times are typically in excess of two years. Additionally, due to the recent financial crisis, access to bank lending, the traditional source
for ship and offshore financing, has become constrained. According to Fearnley Offshore AS, as of July 2011 there were 85 ultra-
deepwater drilling units in operation with another 62 under construction, including Ocean Rig UDW’s Ocean Rig Poseidon and its
four newbuilding drillships.

Anticipated strong free cash flow generation. Based on current and expected supply and demand dynamics in ultra-deepwater
drilling, Ocean Rig UDW expects dayrates to be above its estimated daily cash breakeven rate, based on estimated daily operating
costs, general and administrative costs and debt service requirements, thereby generating substantial free cash flow going forward.
According to Fearnley Offshore AS, the most recent charterhire in the industry for a modern ultra-deepwater drillship or rig (June
2011) was at a gross dayrate of $450,000 for a two-year contract commencing in the third quarter of 2012. Once drilling operations
have commenced with the Ocean Rig Poseidon under the contract with Petrobras Tanzania, Ocean Rig UDW’s five-unit fleet will
generate a maximum average dayrate of $560,000.

Leading shipbuilder constructing Ocean Rig UDW’s newbuildings. Only a limited number of shipbuilders possess the
necessary construction and underwater drilling technologies and experience to construct drillships. The Ocean Rig Corcovado, the
Ocean Rig Olympia and the Ocean Rig Poseidon were, and Ocean Rig UDW’s four newbuilding drillships are being built by
Samsung, which is one of the world’s largest shipbuilders in the high-tech and high-value shipbuilding sectors, which include
drillships, ultra-large container ships, liquefied natural gas carriers and floating production storage and offshore units, or FPSOs.
According to Fearnley Offshore AS, of the 74 drillships ordered on a global basis since 2005, Samsung has delivered or will deliver
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40, representing a 54% market share. To date, construction of Ocean Rig UDW’s newbuilding drillships has progressed on time and
on budget.

Experienced management and operations team. Ocean Rig UDW has an experienced management and operations team with
a proven track record and an average of 24 years of experience in the offshore drilling industry. Many of the core members of Ocean
Rig UDW'’s management team have worked together since 2006, and certain members of Ocean Rig UDW’s management team have
worked at leading oil-related and shipping companies such as ExxonMobil, Statoil, Transocean Ltd., ProSafe and Smedvig (acquired
by Seadrill Limited). In addition to the members of the management team, Ocean Rig UDW had at August 15, 2011, 38 employees of
the company overseeing construction of its newbuilding drillships and will have highly trained personnel operating the drillships once
they are delivered from the yard. Ocean Rig UDW also had at August 15, 2011 an onshore team of 109 people in management
functions as well as administrative and technical staff and support functions, ranging from marketing, human resources, accounting,
finance, technical support and health, environment, safety and quality, or HES&Q. Ocean Rig UDW believes the focus and dedication
of its personnel in each step of the process, from design to construction to operation, has contributed to its track record of safety and
consistently strong operational performance.

Business Strategy

Ocean Rig UDW'’s business strategy is predicated on becoming a leading company in the offshore ultra-deepwater drilling
industry and providing customers with safe, high quality service and state-of-the-art drilling equipment. The following outlines the
primary elements of this strategy:

Create a ““pure play”” model in the ultra-deepwater and harsh environment markets. Ocean Rig UDW’s mission is to become
the preferred offshore drilling contractor in the ultra-deepwater and harsh environment regions of the world and to deliver excellent
performance to its clients by exceeding their expectations for operational efficiency and safety standards. Ocean Rig UDW believes
the Ocean Rig Corcovado and the Ocean Rig Olympia are, and its four newbuilding drillships will be, among the most technologically
advanced in the world. Ocean Rig UDW currently has an option to purchase up to four additional newbuilding drillships and Ocean
Rig UDW intends to grow its fleet over time in order to continue to meet its customers’ demands while optimizing its fleet size from
an operational and logistical perspective.

Capitalize on the operating capabilities of the drilling units. Ocean Rig UDW plans to capitalize on the operating capabilities
of its drilling units by entering into attractive employment contracts. The focus of Ocean Rig UDW’s marketing effort is to maximize
the benefits of the drilling units’ ability to operate in ultra-deepwater drilling locations. As described above, the Leiv Eiriksson and
Eirik Raude are two of only 15 drilling units worldwide as of July 2011 that are technologically equipped to operate in both ultra-
deepwater and harsh environments, and Ocean Rig UDW’s drillships will have the capacity to drill 40,000 feet at water depths of
10,000 feet or, in the case of its seventh generation hulls, 12,000 feet with dual activity drilling capabilities. Ocean Rig UDW aims to
secure firm employment contracts for the drilling units at or near the highest dayrates available in the industry at that time while
balancing appropriate contract lengths. As Ocean Rig UDW works towards the goal of securing firm contracts for its drilling units at
attractive dayrates, Ocean Rig UDW believes it will be able to differentiate its business based on Ocean Rig UDW’s prior experience
operating drilling rigs and its safety record.

Maintain high drilling units utilization and profitability. Ocean Rig UDW has a proven track record of optimizing equipment
utilization. Until February 2011, the Leiv Eiriksson was operating in the Black Sea under the Petrobras contract and maintained a 91%
earnings efficiency from February 24, 2010 through February 3, 2011, for the period it performed drilling operations under the
contract. The Eirik Raude has been operating offshore of Ghana under the Tullow Oil contract and maintained a 98% earnings
efficiency from October 2008, when it commenced operations under the contract, through March 31, 2011. Ocean Rig UDW aims to
maximize the revenue generation of its drilling units by maintaining its track record of high drilling unit utilization as a result of the
design capabilities of Ocean Rig UDW’s drilling units that can operate in harsh environmental conditions.

Capitalize on favorable industry dynamics. Ocean Rig UDW believes the demand for offshore deepwater drilling units will
be positively affected by increasing global demand for oil and gas and increased exploration and development activity in deepwater
markets. The International Energy Agency, or the IEA, projected that oil demand for 2010 increased by 3.4% compared to 2009
levels, and that oil demand will further increase to 89.2 million barrels per day in 2011, an increase of 1.5% compared to 2010 levels.
As the Organization for Economic Co-operation and Development, or OECD, countries resume their growth and the major non-OECD
countries continue to develop, led by China and India, oil demand is expected to grow. Ocean Rig UDW believes it will become
increasingly difficult to find the incremental barrels of oil needed, due to depleting existing oil reserves. This is expected to force oil
companies to continue to explore for oil farther offshore for growing their proven reserves. According to Fearnley Offshore AS, from
2005 to 2010, the actual spending directly related to ultra-deepwater drilling units increased from $4.7 billion to $19.0 billion, a
compound average growth rate, or CAGR, of 32.2%.




Continue to prioritize safety as a key focus of its operations. Ocean Rig UDW believes safety is of paramount importance to
its customers and a key differentiator for Ocean Rig UDW when securing drilling contracts from its customers. Ocean Rig UDW has a
zero incident philosophy embedded in its corporate culture, which is reflected in Ocean Rig UDW’s policies and procedures. Despite
operating under severely harsh weather conditions, Ocean Rig UDW has a proven track record of high efficiency deepwater and ultra-
deepwater drilling operations. Ocean Rig UDW employed 1,070 people as of August 15, 2011 and Ocean Rig UDW has been
operating ultra-deepwater drilling rigs since 2001. Ocean Rig UDW has extensive experience working in varying environments and
regulatory regimes across the globe, including Eastern Canada, Angola, Congo, Ireland, the Gulf of Mexico, the U.K., West of
Shetlands, Norway, including the Barents Sea, Ghana and Turkey.

Both of Ocean Rig UDW?’s drilling rigs and one of its drillships, the Ocean Rig Corcovado, have a valid and updated safety
case under U.K. Health and Safety Executive, or HSE, regulations, and both drilling rigs hold a Norwegian sector certificate of
compliance (called an Acknowledgement of Compliance), which evidences that the rigs and its management system meet the
requirements set by the U.K. and Norwegian authorities.

Ocean Rig UDW believes that this safety record has enabled Ocean Rig UDW to hire and retain highly-skilled employees,
thereby improving its overall operating and financial performance. Ocean Rig UDW expects to continue its strong commitment to
safety across all of Ocean Rig UDW?’s operations by investing in the latest technologies, performing regular planned maintenance on
its drilling units and investing in the training and development of new safety programs for Ocean Rig UDW'’s employees.

Implement and sustain a competitive cost structure. Ocean Rig UDW believes it has a competitive cost structure due to its
operating experience and successful employee retention policies and that Ocean Rig UDW’s retention of highly-skilled personnel
leads to significant transferable experience and knowledge of drilling rig operation through deployment of seasoned crews across its
fleet. By focusing on the ultra-deepwater segment, Ocean Rig UDW believes it is able to design and implement best-in-class processes
to streamline Ocean Rig UDW’s operations and improve efficiency. As Ocean Rig UDW grows, it hopes to benefit from significant
economies of scale due to an increased fleet size and a fleet of “sister-ships” to Ocean Rig UDW?’s drillships, where it expects to
benefit from the standardization of these drilling units, resulting in lower training and operating costs. In addition, Ocean Rig UDW’s
drillships have high-end specifications, including advanced technology and safety features, and, therefore, Ocean Rig UDW expects
that the need for upgrades will be limited in the near term. Ocean Rig UDW expects the increase from five to nine drilling units to
enable it to bring more than one unit into a drilling region in which Ocean Rig UDW operates. To the extent it operates more than one
drilling unit in a drilling region, Ocean Rig UDW expects to benefit from economies of scale and improved logistic coordination
managing more units from the same onshore bases.

Risk Factors

Ocean Rig UDW faces a number of risks associated with its business and industry and must overcome a variety of challenges
to utilize its strengths and implement its business strategy. These risks include, among others, changes in the offshore drilling market,
including supply and demand, utilization rates, dayrates, customer drilling programs, and commodity prices; a downturn in the global
economy; hazards inherent in the drilling industry and marine operations resulting in liability for personal injury or loss of life,
damage to or destruction of property and equipment, pollution or environmental damage; inability to comply with loan covenants;
inability to finance shipyard and other capital projects; and inability to successfully employ its drilling units.

This is not a comprehensive list of risks to which Ocean Rig UDW are subject, and you should carefully consider all the information
in this information statement in connection with your ownership of Ocean Rig UDW Shares. In particular, we urge you to carefully
consider the risk factors set forth in the section of this information statement entitled “Risk Factors” beginning on page 13.

Industry Overview

In recent years, the international drilling market has seen an increasing trend towards deep and ultra-deepwater oil and gas
exploration. As shallow water resources mature, deep and ultra-deepwater regions are expected to play an increasing role in offshore
oil and gas production. According to Fearnley Offshore AS, the ultra-deepwater market has seen rapid development over the last six
years, with dayrates increasing from approximately $180,000 in 2004 to above $600,000 in 2008, before declining to a level of
approximately $453,000 in July 2011. The ultra-deepwater market rig utilization rate has been stable above 80% since 2000 and above
97% since 2006. The operating units capable of drilling in ultra-deepwater depths of greater than 7,500 feet consist mainly of fifth-
and sixth-generation units, but also include certain older upgraded units. The in-service fleet as of July 2011 totaled 85 units, and is
expected to grow to 147 units upon the scheduled delivery of the current newbuild orderbook by the middle of 2014. Historically, an
increase in supply has caused a decline in utilization and dayrates until drilling units are absorbed into the market. Accordingly,
dayrates have been very cyclical. Ocean Rig UDW believes that the largest undiscovered offshore reserves are mostly located in ultra-
deepwater fields and primarily located in the “golden triangle” between West Africa, Brazil and the Gulf of Mexico. The location of
these large offshore reserves has resulted in more than 90% of the floater orderbook being represented by ultra-deepwater units.
Furthermore, due to increased focus on technically challenging operations and the inherent risk of developing offshore fields in ultra-
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deepwater, particularly in light of the Deepwater Horizon oil spill in the Gulf of Mexico, oil companies have already begun to show a
preference for modern units more capable of drilling in these harsh environments.

Dividend Policy

Ocean Rig UDW'’s long-term objective is to pay a regular dividend in support of its main objective to maximize shareholder
returns. However, Ocean Rig UDW has not paid any dividends in the past and it is currently focused on the development of capital
intensive projects in line with Ocean Rig UDW'’s growth strategy and this focus will limit any dividend payment in the medium term.
Furthermore, since Ocean Rig UDW is a holding company with no material assets other than the shares of its subsidiaries through
which Ocean Rig UDW conducts its operations, its ability to pay dividends will depend on Ocean Rig UDW'’s subsidiaries distributing
their earnings and cash flow to Ocean Rig UDW. Some of Ocean Rig UDW'’s other loan agreements limit or prohibit its subsidiaries’
ability to make distributions without the consent of its lenders.

Any future dividends declared will be at the discretion of Ocean Rig UDW'’s board of directors and will depend upon Ocean
Rig UDW'’s financial condition, earnings and other factors, including the financial covenants contained in its loan agreements and
Ocean Rig UDW’s 9.5% senior unsecured notes due 2016. Ocean Rig UDW’s ability to pay dividends is also subject to Marshall
Islands law, which generally prohibits the payment of dividends other than from operating surplus or while a company is insolvent or
would be rendered insolvent upon the payment of such dividend. In addition, under Ocean Rig UDW'’s $800.0 million senior secured
term loan agreement, which matures in 2016, Ocean Rig UDW is prohibited from paying dividends without the consent of its lenders.

Corporate Structure

Ocean Rig UDW Inc. is a corporation incorporated under the laws of the Republic of the Marshall Islands on December 10,
2007 under the name Primelead Shareholders Inc. Primelead Shareholders Inc. was formed in December 2007 for the purpose of
acquiring the shares of Ocean Rig UDW'’s predecessor, Ocean Rig ASA, which was incorporated in September 1996 under the laws of
Norway. Ocean Rig UDW acquired control of Ocean Rig ASA on May 14, 2008. Prior to the private placement of Ocean Rig UDW'’s
common shares in December 2010, Ocean Rig UDW was a wholly-owned subsidiary of DryShips. Prior to this partial spin-off, we
owned approximately 77% of Ocean Rig UDW'’s outstanding common shares. Each of Ocean Rig UDW’s drilling units is owned by a
separate wholly-owned subsidiary. For further information concerning Ocean Rig UDW’s organizational structure, please see
“Business — Corporate Structure.”

Ocean Rig UDW maintains its principal executive offices at 10 Skopa Street, Tribune House, 2™ Floor, Office 202, CY 1075,
Nicosia, Cyprus and its telephone number at that address is 011 357 22767517. Ocean Rig UDW'’s website is located at www.ocean-
rig.com. The information on its website is not a part of this information statement.

Private Offering of Common Shares

On December 21, 2010, Ocean Rig UDW completed the sale of an aggregate of 28,571,428 of its common shares
(representing approximately 22% of Ocean Rig UDW’s outstanding common stock) in an offering made to both non-United States
persons in Norway in reliance on Regulation S under the Securities Act and to qualified institutional buyers in the United States in
reliance on Rule 144A under the Securities Act. Ocean Rig UDW refers to this offering as the “private offering.”

On August 26, 2011, Ocean Rig UDW commenced an offer to exchange an aggregate of 28,571,428 registered shares of
common stock for an equivalent number of unregistered common shares issued in the private offering. A company controlled by
Ocean Rig UDW'’s Chairman, President and Chief Executive Officer, Mr. George Economou, purchased 2,869,428 common shares, or
2.38% of Ocean Rig UDW'’s outstanding common shares, in the private offering at the offering price of $17.50 per share. Ocean Rig
UDW received approximately $488.3 million of net proceeds from the private offering, of which Ocean Rig UDW used $99.0 million
to purchase an option contract from us for the construction of up to four additional ultra-deepwater drillships as described above.
Ocean Rig UDW applied the remaining proceeds to partially fund remaining installment payments for its newbuilding drillships and
for general corporate purposes.

Taxation of the Partial Spin-Off to U.S. Holders

The distribution of Ocean Rig UDW Shares or cash in lieu thereof in the partial spin-off will be characterized as a taxable
dividend for United States federal income tax purposes. The amount of the dividend for such tax purposes will be equal to the sum of
(x) the fair market value of Ocean Rig UDW Shares received by a U.S. Holder, as defined within the section of this information
statement entitled "Taxation™, and (y) any cash payment in lieu of fractional shares paid to a U.S. Holder. You should treat the
effective date of the partial spin-off, which is the distribution date of October 5, 2011, as the date of the dividend.




A U.S. Holder's basis for federal income tax purposes in the Ocean Rig UDW Shares received in the partial spin-off will be
equal to the fair market value of such shares on the date of the partial spin-off. A U.S. Holder's holding period for federal income tax
purposes in the Ocean Rig UDW Shares will begin on the day of the partial spin-off.

The distribution of Ocean Rig UDW Shares or cash in lieu thereof to a U.S. Holder who is an individual, trust or estate (a
"U.S. Individual Holder") may be treated as "qualified dividend income" taxable at a maximum rate of 15% to such holder if the U.S.
Individual Holder has held his DryShips common shares on which the distribution is made for more than 60 days during the 121-day
period beginning 60 days before the DryShips common shares become ex-dividend, on September 19, 2011 , with respect to the
partial spin-off and certain other requirements are satisfied. The distribution of Ocean Rig UDW Shares or cash in lieu thereof will be
treated as ordinary income to a U.S. Holder of DryShips shares, if such distribution is not treated as "qualified dividend income."
Please see the section of this information statement entitled "Taxation" for additional information.

Recent Developments

During April 2011, Ocean Rig UDW borrowed an aggregate of $48.1 million from DryShips through shareholder loans for
capital expenditures and general corporate purposes. On April 20, 2011, these intercompany loans, along with shareholder loans of
$127.5 million that Ocean Rig UDW borrowed from DryShips in March 2011, were fully repaid.

On April 15, 2011, Ocean Rig UDW held a special shareholders meeting at which its shareholders approved proposals (i) to
adopt Ocean Rig UDW’s second amended and restated articles of incorporation; and (ii) to designate the class of each member of the
board of directors and related expiration of term of office.

On April 18, 2011, Ocean Rig UDW entered into an $800 million senior secured term loan agreement to partially finance the
construction costs of the Ocean Rig Corcovado and the Ocean Rig Olympia. On April 20, 2011, Ocean Rig UDW drew down the full
amount of this facility and prepaid its $325.0 million short-term loan agreement.

On April 18, 2011, Ocean Rig UDW exercised the first of its six newbuilding drillship options under its option contract with
Samsung and, as a result, entered into a shipbuilding contract for one of the seventh generation hulls and paid $207.6 million to the
shipyard on April 20, 2011.

On April 27, 2011, Ocean Rig UDW entered into an agreement with the lenders under its two $562.5 million loan
agreements, which Ocean Rig UDW refers to as its two Deutsche Bank credit facilities, to restructure these facilities. As a result of
this restructuring: (i) the maximum amount permitted to be drawn is reduced from $562.5 million to $495.0 million under each
facility; (ii) in addition to the guarantee already provided by DryShips, Ocean Rig UDW provided an unlimited recourse guarantee
that includes certain financial covenants; (iii) Ocean Rig UDW is permitted to draw under the facility with respect to the Ocean Rig
Poseidon based upon the employment of the drillship under its drilling contract with Petrobras Tanzania, and on April 27, 2010, the
cash collateral deposited for this vessel was released. On August 10, 2011, Ocean Rig UDW amended the terms of the credit facility
for the construction of the Ocean Rig Mykonos to allow for full draw downs to finance the remaining instalment paments for this
drillship based on the Petrobras Brazil contract and on August 10, 2011, the cash collateral deposited for the drillship was released.
The amendment also requires that the Ocean Rig Mykonos be re-employed under a contract acceptable to the lenders meeting certain
minimum terms and dayrates at least six months, in lieu of 12 months, prior to the expiration of the Petrobras Brazil contract.

On April 27, 2011, Ocean Rig UDW issued $500.0 million aggregate principal amount of its 9.5% senior unsecured notes
due 2016 offered in a private placement. The net proceeds of the offering of approximately $487.5 million are expected to be used to
finance Ocean Rig UDW'’s newbuilding drillships program and for general corporate purposes.

On April 27, 2011, Ocean Rig UDW exercised the second of six newbuilding drillship options under its option contract with
Samsung and, as a result, entered into a shipbuilding contract for the second of its seventh generation hulls and paid $207.4 million to
the shipyard on May 5, 2011.

On May 3, 2011, following the approval by Ocean Rig UDW’s board of directors and shareholders, Ocean Rig UDW
amended and restated its amended and restated articles of incorporation, among other things, to increase its authorized share capital to
1,000,000,000 common shares and 500,000,000 shares of preferred stock, each with a par value of $0.01 per share.

On May 5, 2011, Ocean Rig UDW terminated its contract with Borders & Southern for the Eirik Raude for drilling
operations offshore the Falkland Islands and entered into a new contract with Borders & Southern for the Leiv Eiriksson on the same
terms as the original contract for the Eirik Raude with exceptions for the fees payable upon mobilization and demobilization and
certain other terms specific to the Leiv Eiriksson, including off-hire dates, period surveys and technical specifications.




On May 16, 2011, Ocean Rig UDW entered into an addendum to its option contract with Samsung, pursuant to which
Samsung granted Ocean Rig UDW the option for the construction of up to two additional ultra-deepwater drillships, for a total of up
to six additional ultra-deepwater drillships, which would be “sister-ships” to its drillships and its seventh generation hulls, with certain
upgrades to vessel design and specifications. Pursuant to the addendum, the two additional newbuilding drillship options and the
remaining drillship options under the original contract may be exercised at any time on or prior to January 31, 2012.

On May 19, 2011, Borders & Southern exercised its option to drill an additional two wells under its contract with Ocean Rig
UDW for the Leiv Eiriksson. Borders & Southern assigned the two optional wells to Falkland Oil and Gas. The maximum operating
dayrate under the contract, which was originally $540,000, decreased to $530,000 as a result of the exercise of the optional wells.
Borders & Southern has a further option under the contract to drill a fifth well, for which, if exercised, the dayrate would be $540,000.

On May 20, 2011, Ocean Rig UDW paid $10.0 million to Samsung in exchange for Samsung’s agreement to deliver the third
optional newbuilding drillship by November 2013 if Ocean Rig UDW exercises its option to construct the drillship by November 22,
2011 under Ocean Rig UDW?’s contract with Samsung.

On June 23, 2011, Ocean Rig UDW exercised the third of Ocean Rig UDW’s six newbuilding drillship options under its
option contract with Samsung and, as a result, entered into a shipbuilding contract for the third of its seventh generation hulls and paid
$207.4 million to the shipyard.

On July 20, 2011, Ocean Rig UDW entered into contracts with Petrobras Brazil for the Ocean Rig Corcovado and the Ocean
Rig Mykonos for drilling operations offshore Brazil. The term of each contract is 1,095 days, with a total combined value of $1.1
billion. The contract for the Ocean Rig Mykonos is scheduled to commence directly after delivery of the drillship in September 2011
and the contract for the Ocean Rig Corcovado is scheduled to commence upon the expiration of the drillship’s current contract with
Cairn.

On July 26, 2011, DryShips and OceanFreight Inc. (NASDAQ: OCNF), or OceanFreight, the owner of a fleet of six drybulk
vessels (four Capesize and two Panamax) and five newbuilding Very Large Ore Carriers to be delivered in 2012 and 2013, entered
into a definitive agreement for us to acquire the outstanding shares of OceanFreight for consideration per share of $19.85, consisting
of $11.25 in cash and 0.52326 of a share of common stock of Ocean Rig UDW. The Ocean Rig UDW common shares that will be
received by the OceanFreight shareholders will be from currently outstanding shares held by DryShips. Based on the July 25, 2011
closing price of 89.00 NOK ($16.44) for the common shares of Ocean Rig UDW on the Norwegian OTC market, the transaction
consideration reflects a total equity value for OceanFreight of approximately $118 million and a total enterprise value of
approximately $239 million, including the assumption of debt. The transaction has been approved by the boards of directors of
DryShips and OceanFreight, by the audit committee of the board of directors of DryShips, which negotiated the proposed transaction
on behalf of DryShips, and by a special committee of independent directors of OceanFreight established to negotiate the proposed
transaction on behalf of OceanFreight. The shareholders of OceanFreight, other than entities controlled by Mr. Anthony Kandylidis,
the Chief Executive Officer of OceanFreight, will receive the consideration for their shares pursuant to a merger of OceanFreight with
a subsidiary of DryShips. The completion of the merger is subject to customary conditions and the cash portion of the consideration is
to be financed from DryShips’ existing cash resources and is not subject to any financing contingency. On September 1, 2011, Ocean
Rig UDW filed a registration statement on Form F-4 (File No. 333-176641) with the SEC to register the shares being paid by
DryShips in the merger. The merger is expected to close in the fourth quarter of 2011.

Simultaneously with the execution of the definitive merger agreement, DryShips, entities controlled by Mr. Kandylidis and
OceanFreight, entered into a separate purchase agreement. Under the purchase agreement, DryShips acquired from the entities
controlled by Mr. Kandylidis all their OceanFreight shares, representing a majority of the outstanding shares of OceanFreight, for the
same consideration per share that the OceanFreight shareholders will receive in the merger. This acquisition closed on August 24,
2011. DryShips has committed to vote the OceanFreight shares it acquired in favor of the merger, which requires approval by a
majority vote. Mr. Kandylidis is the son of one of the directors of DryShips and the nephew of Mr. Economou. The Ocean Rig shares
paid by DryShips to the entities controlled by Mr. Kandylidis are subject to a six-month lock-up period.

On July 28, 2011, Ocean Rig UDW took delivery of its newbuilding drillship, the Ocean Rig Poseidon, the third of Ocean
Rig’s four sixth-generation, advanced capability ultra-deepwater sister drillships that are being constructed by Samsung. In connection
with the delivery of the Ocean Rig Poseidon, the final yard installment of $309.3 million was paid, which was financed with
additional drawdowns in July 2011 under the Deutsche Bank credit facility for the construction of the Ocean Rig Poseidon totaling
$308.2 million.

On August 4, 2011, our board of directors announced that it approved the partial spin-off, or the Spin Off, of its interest in
Ocean Rig UDW. DryShips will distribute approximately 2,967,359 shares of common stock of Ocean Rig UDW. The number of
shares of Ocean Rig UDW common stock to be distributed for each share of common stock of DryShips was determined by dividing
2,967,359 by the aggregate number of issued and outstanding shares of common stock of DryShips on September 21, 2011, the record
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date for the distribution. As of September 21, 2011, DryShips had outstanding 408,394,836 common shares, which will result in the
distribution of 0.007266 shares of Ocean Rig UDW common stock for every one share of common stock of DryShips. Ocean Rig
UDW has been advised that DryShips intends to conduct the Spin Off in order to satisfy the initial listing criteria of the NASDAQ
Global Select Market, which require that Ocean Rig UDW have a minimum number of round lot shareholders (shareholders who own
100 or more shares), and thereby increase the liquidity of its shares of common stock. Ocean Rig UDW believes that listing its shares
of common stock on the NASDAQ Global Select Market and thereby increasing the liquidity of its shares of common stock will
benefit its shareholders by improving the ability of its shareholders to monetize their investment by selling its common shares,
reducing volatility in the market price of its common shares, enhancing its ability to access the capital markets and increasing the
likelihood of attracting coverage by research analysts which, in turn, would provide additional information to shareholders upon which
to base an investment decision. The Spin Off will not require any action on the part of DryShips’ shareholders. In connection with the
Spin Off, Ocean Rig UDW common shares have been approved for listing on the NASDAQ Global Select Market. Ocean Rig UDW
common shares began “when issued” trading on the NASDAQ Global Select Market under the symbol “ORIGV” on September 19,
2011, the ex-dividend date for the Spin Off. Ocean Rig UDW common shares are expected to begin “regular way” trading on the
NASDAQ Global Select Market under the symbol “ORIG” on October 6, 2011.

On August 26, 2011, Ocean Rig UDW commenced the Exchange Offer pursuant to a registration statement on Form F-4
(File No. 333-175940) filed with the SEC on August 1, 2011, as amended by Amendment No. 1 to Form F-4 and Post-Effective
Amendment No. 1 to Form F-4 filed with the SEC on August 17, 2011 and August 30, 2011, respectively. The Exchange Offer is
scheduled to expire at 5 p.m. New York time (11 p.m. Oslo time) on September 27, 2011, unless extended.
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THE PARTIAL SPIN-OFF

Under its Amended and Restated Articles of Incorporation, Ocean Rig UDW has 1,000,000,000 authorized common shares,
of which 131,696,928 shares are expected to be issued and outstanding as of the effective date of the distribution. Our board of
directors has determined that it would be in the best interests of DryShips shareholders to distribute a portion of the Ocean Rig UDW
common shares that we currently own, and on August 4, 2011, approved a partial spin-off of approximaytely 3% of our Ocean Rig
UDW Shares to our shareholders by way of a dividend. Each of our shareholders will receive 0.007266 Ocean Rig UDW Shares for
one (1) of our common shares that the shareholder holds. DryShips shareholders will not be required to take any action to receive the
Ocean Rig UDW Shares on the distribution date. The transfer agent for the partial spin-off will be American Stock Transfer & Trust
Co., LLC. Following the completion of the partial spin-off, we will own approximately 98,587,915 Ocean Rig UDW shares, or
approximately 75% of Ocean Rig UDW's outstanding common shares.

The actual number of Ocean Rig UDW Shares that we will distribute to each holder of our common shares as of 5:00 p.m.
EDT on the record date will be calculated by dividing 2,967,359 , which is the total number of Ocean Rig UDW Shares to be
distributed, by 408,394,836 (our total number of outstanding common shares on the record date), multiplied by the total number of our
common shares that each holder owned as of 5:00 p.m. EDT on the record date. We will not distribute any fractional shares of Ocean
Rig UDW. Rather, our transfer agent will aggregate all fractional shares that would otherwise be distributable to our holders and sell
them on behalf of those shareholders who would otherwise be entitled to receive a fractional share of Ocean Rig UDW. Following the
distribution, each such shareholder will receive a cash payment in an amount equal to its pro-rata share of the total net proceeds of the
sale of fractional shares.

The Ocean Rig UDW Shares have been registered with the U.S. Securities and Exchange Commission under the Securities
Exchange Act of 1934 on Form 8-A. The Ocean Rig UDW Shares began trading on a “when-issued” basis on the NASDAQ Global
Select Market under the ticker symbol “ORIGV” on September 19, 2011. During the “when-issued” period through the distribution
date on October 5, 2011, DryShips common shares will continue to trade normally on the NASDAQ Global Select Market under the
symbol “DRYS.” We expect that the Ocean Rig UDW Shares will begin trading “regular way” on the NASDAQ Global Select
Market under the symbol “ORIG” on October 6, 2011.
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RISK FACTORS

Ownership of Ocean Rig UDW Shares involves a significant degree of risk. You should carefully consider
how the following risk factors relate to your ownership of Ocean Rig UDW Shares.

Industry Specific Risk Factors

Ocean Rig UDW?’s business in the offshore drilling sector depends on the level of activity in the offshore oil and
gas industry, which is significantly affected by, among other things, volatile oil and gas prices and may be
materially and adversely affected by a decline in the offshore oil and gas industry.

The offshore contract drilling industry is cyclical and volatile. Ocean Rig UDW'’s business in the offshore
drilling sector depends on the level of activity in oil and gas exploration, development and production in offshore
areas worldwide. The availability of quality drilling prospects, exploration success, relative production costs, the
stage of reservoir development and political and regulatory environments affect customers’ drilling programs. Qil
and gas prices and market expectations of potential changes in these prices also significantly affect this level of
activity and demand for drilling units.

Oil and gas prices are extremely volatile and are affected by numerous factors beyond Ocean Rig UDW’s
control, including the following:

e worldwide production and demand for oil and gas;

e the cost of exploring for, developing, producing and delivering oil and gas;
e expectations regarding future energy prices;

e advances in exploration, development and production technology;

o the ability of OPEC to set and maintain levels and pricing;

o the level of production in non-OPEC countries;

e government regulations;

e local and international political, economic and weather conditions;

o domestic and foreign tax policies;

e development and exploitation of alternative fuels;

e the policies of various governments regarding exploration and development of their oil and gas
reserves; and

e the worldwide military and political environment, including uncertainty or instability resulting from an
escalation or additional outbreak of armed hostilities, insurrection or other crises in the Middle East or
other geographic areas or further acts of terrorism in the United States, or elsewhere.

Declines in oil and gas prices for an extended period of time, or market expectations of potential decreases
in these prices, could negatively affect Ocean Rig UDW’s business in the offshore drilling sector. Crude oil
inventories remain at high levels compared to historical levels, which may place downward pressure on the price of
crude oil and demand for offshore drilling units. Sustained periods of low oil prices typically result in reduced
exploration and drilling because oil and gas companies’ capital expenditure budgets are subject to their cash flow
and are therefore sensitive to changes in energy prices. These changes in commodity prices can have a dramatic
effect on rig demand, and periods of low demand can cause excess rig supply and intensify the competition in the
industry which often results in drilling units, particularly lower specification drilling units, being idle for long
periods of time. Ocean Rig UDW cannot predict the future level of demand for its services or future conditions of
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the oil and gas industry. Any decrease in exploration, development or production expenditures by oil and gas
companies could reduce its revenues and materially harm Ocean Rig UDW’s business and results of operations.

In addition to oil and gas prices, the offshore drilling industry is influenced by additional factors, including:
e the availability of competing offshore drilling vessels;

o the level of costs for associated offshore oilfield and construction services;

e 0il and gas transportation costs;

o the discovery of new oil and gas reserves;

e the cost of non-conventional hydrocarbons, such as the exploitation of oil sands; and

e regulatory restrictions on offshore drilling.

Any of these factors could reduce demand for Ocean Rig UDW?’s services and adversely affect its business
and results of operations.

Any renewal of the recent worldwide economic downturn could have a material adverse effect on Ocean Rig
UDW’s revenue, profitability and financial position.

There is considerable instability in the world economy and in the economies of countries such as Greece,
Spain, Portugal, Ireland and Italy which could initiate a new economic downturn, or introduce volatility in the global
markets. A decrease in global economic activity would likely reduce worldwide demand for energy and result in an
extended period of lower crude oil and natural gas prices. In addition, continued hostilities and insurrections in the
Middle East and the occurrence or threat of terrorist attacks against the United States or other countries could
adversely affect the economies of the United States and of other countries. Any prolonged reduction in crude oil and
natural gas prices would depress the levels of exploration, development and production activity. Moreover, even
during periods of high commodity prices, customers may cancel or curtail their drilling programs, or reduce their
levels of capital expenditures for exploration and production for a variety of reasons, including their lack of success
in exploration efforts. These factors could cause Ocean Rig UDW'’s revenues and margins to decline, decrease daily
rates and utilization of Ocean Rig UDW’s drilling units and limit its future growth prospects. Any significant
decrease in daily rates or utilization of Ocean Rig UDW’s drilling units could materially reduce its revenues and
profitability. In addition, any instability in the financial and insurance markets, as experienced in the recent financial
and credit crisis, could make it more difficult for Ocean Rig UDW to access capital and to obtain insurance coverage
that it considers adequate or are otherwise required by its contracts.

The offshore drilling industry is highly competitive with intense price competition, and as a result, Ocean Rig
UDW may be unable to compete successfully with other providers of contract drilling services that have greater
resources than Ocean Rig UDW.

The offshore contract drilling industry is highly competitive with several industry participants, none of
which has a dominant market share, and is characterized by high capital and maintenance requirements. Drilling
contracts are traditionally awarded on a competitive bid basis. Price competition is often the primary factor in
determining which qualified contractor is awarded the drilling contract, although drilling unit availability, location
and suitability, the quality and technical capability of service and equipment, reputation and industry standing are
key factors which are considered. Mergers among oil and natural gas exploration and production companies have
reduced, and may from time to time further reduce, the number of available customers, which would increase the
ability of potential customers to achieve pricing terms favorable to them.

Many of Ocean Rig UDW'’s competitors in the offshore drilling industry are significantly larger than Ocean
Rig UDW and have more diverse drilling assets and significantly greater financial and other resources than Ocean
Rig UDW. In addition, because of the relatively small size of Ocean Rig UDW’s drilling segment, it may be unable
to take advantage of economies of scale to the same extent as some of its larger competitors. Given the high capital
requirements that are inherent in the offshore drilling industry, Ocean Rig UDW may also be unable to invest in new
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technologies or expand its drilling segment in the future as may be necessary for Ocean Rig UDW to succeed in this
industry, while Ocean Rig UDW'’s larger competitors with superior financial resources, and in many cases less
leverage than Ocean Rig UDW, may be able to respond more rapidly to changing market demands and compete
more efficiently on price for drillship and drilling rig employment. Ocean Rig UDW may not be able to maintain its
competitive position, and Ocean Rig UDW believes that competition for contracts will continue to be intense in the
future. Ocean Rig UDW’s inability to compete successfully may reduce its revenues and profitability.

An over-supply of drilling units may lead to a reduction in dayrates and therefore may materially impact Ocean
Rig UDW’s profitability in its offshore drilling segment.

During the recent period of high utilization and high dayrates, industry participants have increased the
supply of drilling units by ordering the construction of new drilling units. Historically, this has resulted in an over-
supply of drilling units and has caused a subsequent decline in utilization and dayrates when the drilling units enter
the market, sometimes for extended periods of time until the units have been absorbed into the active fleet.
According to Fearnley Offshore AS, the worldwide fleet of ultra-deepwater drilling units as of July 2011 consisted
of 85 units, comprised of 44 semi-submersible rigs and 41 drillships. An additional 17 semi-submersible rigs and 45
drillships are under construction or on order as of July 2011, which would bring the total fleet to 147 drilling units
by the middle of 2014. A relatively large number of the drilling units currently under construction have been
contracted for future work, which may intensify price competition as scheduled delivery dates occur. The entry into
service of these new, upgraded or reactivated drilling units will increase supply and has already led to a reduction in
day-rates as drilling units are absorbed into the active fleet. In addition, the new construction of high-specification
rigs, as well as changes in Ocean Rig UDW ‘s competitors’ drilling rig fleets, could require Ocean Rig UDW to
make material additional capital investments to keep its fleet competitive. Lower utilization and dayrates could
adversely affect Ocean Rig UDW'’s revenues and profitability. Prolonged periods of low utilization and dayrates
could also result in the recognition of impairment charges on Ocean Rig UDW’s drilling units if future cash flow
estimates, based upon information available to management at the time, indicate that the carrying value of these
drilling units may not be recoverable.

Consolidation of suppliers may increase the cost of obtaining supplies, which may have a material adverse effect
on Ocean Rig UDW'’s results of operations and financial condition.

Ocean Rig UDW relies on certain third parties to provide supplies and services necessary for its offshore
drilling operations, including but not limited to drilling equipment suppliers, catering and machinery suppliers.
Recent mergers have reduced the number of available suppliers, resulting in fewer alternatives for sourcing key
supplies. Such consolidation, combined with a high volume of drilling units under construction, may result in a
shortage of supplies and services thereby increasing the cost of supplies and/or potentially inhibiting the ability of
suppliers to deliver on time. These cost increases or delays could have a material adverse effect on Ocean Rig
UDW'’s results of operations and result in rig downtime, and delays in the repair and maintenance of Ocean Rig
UDW'’s drilling rigs.

Ocean Rig UDW’s international operations in the offshore drilling sector involves additional risks, including
piracy, which could adversely affect its business.

Ocean Rig UDW operates in various regions throughout the world. Ocean Rig UDW'’s two existing drilling
rigs, the Leiv Eiriksson and the Eirik Raude, are currently operating offshore of Greenland and Ghana, respectively,
and Ocean Rig UDW'’s drillship, the Ocean Rig Corcovado, commenced drilling and related operations in
Greenland in May 2011 and is scheduled to commence a contract for drilling operations offshore Brazil upon the
expiration of the drillship’s current contract. On March 31, 2011, directly upon its delivery, the Ocean Rig Olympia
commenced contracts for exploration drilling offshore of Ghana and Cote D’lvoire. In addition, the Ocean Rig
Poseidon commenced a contract on July 29, 2011, directly upon its delivery, for drilling offshore of Tanzania and
West Africa and the Ocean Rig Mykonos is scheduled to commence a contract in the third quarter of 2011 for
drilling operations offshore Brazil. In the past, Ocean Rig UDW has operated the Eirik Raude in the Gulf of Mexico,
offshore of Canada, Norway, the U.K., and Ghana, while the Leiv Eiriksson has operated offshore of West Africa,
Turkey, Ireland, west of the Shetland Islands and in the North Sea. As a result of Ocean Rig UDW’s international
operations, it may be exposed to political and other uncertainties, including risks of:

e terrorist acts, armed hostilities, war and civil disturbances;
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e acts of piracy, which have historically affected ocean-going vessels trading in regions of the world
such as the South China Sea and in the Gulf of Aden off the coast of Somalia and which have
increased significantly in frequency since 2008, particularly in the Gulf of Aden and off the west coast
of Africa;

e significant governmental influence over many aspects of local economies;

e seizure, nationalization or expropriation of property or equipment;

e repudiation, nullification, modification or renegotiation of contracts;

e limitations on insurance coverage, such as war risk coverage, in certain areas;

e political unrest;

o foreign and U.S. monetary policy and foreign currency fluctuations and devaluations;

o the inability to repatriate income or capital,

e complications associated with repairing and replacing equipment in remote locations;

e import-export quotas, wage and price controls, imposition of trade barriers;

e regulatory or financial requirements to comply with foreign bureaucratic actions;

e changing taxation policies, including confiscatory taxation;

e other forms of government regulation and economic conditions that are beyond Ocean Rig UDW’s
control; and

e governmental corruption.

In addition, international contract drilling operations are subject to various laws and regulations in countries
in which Ocean Rig UDW operates, including laws and regulations relating to:

o the equipping and operation of drilling units;

e repatriation of foreign earnings;

o 0il and gas exploration and development;

e taxation of offshore earnings and earnings of expatriate personnel; and

e use and compensation of local employees and suppliers by foreign contractors.

Some foreign governments favor or effectively require (i) the awarding of drilling contracts to local
contractors or to drilling rigs owned by their own citizens, (ii) the use of a local agent or (iii) foreign contractors to
employ citizens of, or purchase supplies from, a particular jurisdiction. These practices may adversely affect Ocean
Rig UDW’s ability to compete in those regions. It is difficult to predict what governmental regulations may be
enacted in the future that could adversely affect the international drilling industry. The actions of foreign
governments, including initiatives by OPEC, may adversely affect Ocean Rig UDW’s ability to compete. Failure to
comply with applicable laws and regulations, including those relating to sanctions and export restrictions, may
subject us to criminal sanctions or civil remedies, including fines, denial of export privileges, injunctions or seizures

of assets.

Ocean Rig UDW'’s business and operations involve numerous operating hazards.
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Ocean Rig UDW'’s operations are subject to hazards inherent in the drilling industry, such as blowouts,
reservoir damage, loss of production, loss of well control, lost or stuck drill strings, equipment defects, punch
throughs, craterings, fires, explosions and pollution, including spills similar to the events on April 20, 2010 related
to the Deepwater Horizon, in which Ocean Rig UDW was not involved. Contract drilling and well servicing require
the use of heavy equipment and exposure to hazardous conditions, which may subject us to liability claims by
employees, customers and third parties. These hazards can cause personal injury or loss of life, severe damage to or
destruction of property and equipment, pollution or environmental damage, claims by third parties or customers and
suspension of operations. Ocean Rig UDW'’s offshore drilling segment is also subject to hazards inherent in marine
operations, either while on-site or during mobilization, such as capsizing, sinking, grounding, collision, damage
from severe weather and marine life infestations. Operations may also be suspended because of machinery
breakdowns, abnormal drilling conditions, and failure of subcontractors to perform or supply goods or services, or
personnel shortages. Ocean Rig UDW customarily provide contract indemnity to its customers for claims that could
be asserted by them relating to damage to or loss of its equipment, including rigs and claims that could be asserted
by Ocean Rig UDW or its employees relating to personal injury or loss of life.

Damage to the environment could also result from Ocean Rig UDW?’s operations, particularly through
spillage of fuel, lubricants or other chemicals and substances used in drilling operations, leaks and blowouts or
extensive uncontrolled fires. Ocean Rig UDW may also be subject to property, environmental and other damage
claims by oil and gas companies. Ocean Rig UDW'’s insurance policies and contractual indemnity rights with its
customers may not adequately cover losses, and Ocean Rig UDW does not have insurance coverage or rights to
indemnity for all risks. Consistent with standard industry practice, Ocean Rig UDW’s clients generally assume, and
indemnify them against, well control and subsurface risks under dayrate contracts. These are risks associated with
the loss of control of a well, such as blowout or cratering, the cost to regain control of or re-drill a well and
associated pollution. However, there can be no assurance that these clients will be willing or financially able to
indemnify Ocean Rig UDW against all these risks. Ocean Rig UDW has no insurance coverage for named storms in
the Gulf of Mexico and war risk worldwide. Furthermore, pollution and environmental risks generally are not totally
insurable.

Ocean Rig UDW’s insurance coverage may not adequately protect us from certain operational risks inherent in
the drilling industry.

Ocean Rig UDW'’s insurance is intended to cover normal risks in its current operations, including insurance
against property damage, occupational injury and illness, loss of hire, certain war risk and third-party liability,
including pollution liability.

Insurance coverage may not, under certain circumstances, be available, and if available, may not provide
sufficient funds to protect Ocean Rig UDW from all losses and liabilities that could result from its operations. Ocean
Rig UDW has also obtained loss of hire insurance which becomes effective after 45 days of downtime with
coverage that extends for approximately one year, except for Ocean Rig UDW’s operations offshore Greenland
under its contracts with Cairn, where the loss of hire insurance becomes effective after 60 days. Ocean Rig UDW
received insurance payments under this policy when, in the first quarter of 2007, the Eirik Raude experienced 62
days of downtime operating offshore Newfoundland due to drilling equipment failure and hull structure repair that
were the result of design issues. The principal risks which may not be insurable are various environmental liabilities
and liabilities resulting from reservoir damage caused by Ocean Rig UDW'’s gross negligence. Moreover, Ocean Rig
UDW'’s insurance provides for premium adjustments based on claims and is subject to deductibles and aggregate
recovery limits. In the case of pollution liabilities, Ocean Rig UDW'’s deductible is $10,000 per event and $250,000
for protection and indemnity claims brought before any U.S. jurisdiction. Ocean Rig UDW’s aggregate recovery
limits are $625.0 million for oil pollution, or $750.0 million for the Ocean Rig Corcovado and the Leiv Eiriksson
under the contracts with Cairn, and $500.0 million for all other claims under its protection and indemnity insurance
which is provided by mutual protection and indemnity associations. Ocean Rig UDW’s deductible is $1.5 million
per hull and machinery insurance claim, except for Ocean Rig UDW’s operations offshore Greenland under its
contracts with Cairn, where the deductible is $3.0 million for the Ocean Rig Corcovado and $4.5 million for the Leiv
Eiriksson. In addition, insurance policies covering physical damage claims due to a named windstorm in the Gulf of
Mexico generally impose strict recovery limits, which may result in losses on any damage to Ocean Rig UDW’s
drilling units that may be operated in that region in the future. Ocean Rig UDW’s insurance coverage may not
protect fully against losses resulting from a required cessation of rig operations for environmental or other reasons.
Insurance may not be available to Ocean Rig UDW at all or on terms acceptable to it, Ocean Rig UDW may not
maintain insurance or, if Ocean Rig UDW are so insured, its policy may not be adequate to cover its loss or liability
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in all cases. The occurrence of a casualty, loss or liability against which Ocean Rig UDW may not be fully insured
could significantly reduce Ocean Rig UDW'’s revenues, make it financially impossible for it to obtain a replacement
rig or to repair a damaged rig, cause Ocean Rig UDW to pay fines or damages which are generally not insurable and
that may have priority over the payment obligations under its indebtedness or otherwise impair Ocean Rig UDW’s
ability to meet its obligations under its indebtedness and to operate profitably.

Governmental laws and regulations, including environmental laws and regulations, may add to Ocean Rig
UDW?’s costs or limit its drilling activity.

Ocean Rig UDW'’s business in the offshore drilling industry is affected by laws and regulations relating to
the energy industry and the environment in the geographic areas where it operates. The offshore drilling industry is
dependent on demand for services from the oil and gas exploration and production industry, and, accordingly, Ocean
Rig UDW is directly affected by the adoption of laws and regulations that, for economic, environmental or other
policy reasons, curtail exploration and development drilling for oil and gas. Ocean Rig UDW may be required to
make significant capital expenditures to comply with governmental laws and regulations. It is also possible that
these laws and regulations may, in the future, add significantly to Ocean Rig UDW?’s operating costs or significantly
limit drilling activity. Ocean Rig UDW?’s ability to compete in international contract drilling markets may be limited
by foreign governmental regulations that favor or require the awarding of contracts to local contractors or by
regulations requiring foreign contractors to employ citizens of, or purchase supplies from, a particular jurisdiction.
Governments in some countries are increasingly active in regulating and controlling the ownership of concessions,
the exploration for oil and gas, and other aspects of the oil and gas industries. Offshore drilling in certain areas has
been curtailed and, in certain cases, prohibited because of concerns over protection of the environment. Operations
in less developed countries can be subject to legal systems that are not as mature or predictable as those in more
developed countries, which can lead to greater uncertainty in legal matters and proceedings.

To the extent new laws are enacted or other governmental actions are taken that prohibit or restrict offshore
drilling or impose additional environmental protection requirements that result in increased costs to the oil and gas
industry, in general, or the offshore drilling industry, in particular, Ocean Rig UDW?’s business or prospects could be
materially adversely affected. The operation of Ocean Rig UDW’s drilling units will require certain governmental
approvals, the number and prerequisites of which cannot be determined until Ocean Rig UDW identifies the
jurisdictions in which it will operate on securing contracts for the drilling units. Depending on the jurisdiction, these
governmental approvals may involve public hearings and costly undertakings on their part. Ocean Rig UDW may
not obtain such approvals or such approvals may not be obtained in a timely manner. If Ocean Rig UDW fails to
timely secure the necessary approvals or permits, Ocean Rig UDW'’s customers may have the right to terminate or
seek to renegotiate their drilling contracts to Ocean Rig UDW'’s detriment. The amendment or modification of
existing laws and regulations or the adoption of new laws and regulations curtailing or further regulating exploratory
or development drilling and production of oil and gas could have a material adverse effect on Ocean Rig UDW’s
business, operating results or financial condition. Future earnings may be negatively affected by compliance with
any such new legislation or regulations.

Ocean Rig UDW is subject to complex laws and regulations, including environmental laws and regulations that
can adversely affect the cost, manner or feasibility of doing business.

Ocean Rig UDW?’s operations are subject to numerous laws and regulations in the form of international
conventions and treaties, national, state and local laws and national and international regulations in force in the
jurisdictions in which its vessels operate or are registered, which can significantly affect the ownership and
operation of its vessels. These requirements include, but are not limited to, the International Convention on Civil
Liability for Oil Pollution Damage of 1969, the Convention on the Prevention of Marine Pollution by Dumping of
Wastes and Other Matter of 1975, the International Convention for the Prevention of Marine Pollution of 1973, the
International Convention for the Safety of Life at Sea of 1974, the International Convention on Load Lines of 1966,
the U.S. Oil Pollution Act of 1990, or OPA, the U.S. Clean Air Act, U.S. Clean Water Act and the U.S. Maritime
Transportation Security Act of 2002. Compliance with such laws, regulations and standards, where applicable, may
require installation of costly equipment or operational changes and may affect the resale value or useful lives of
Ocean Rig UDW’s vessels. Ocean Rig UDW may also incur additional costs in order to comply with other existing
and future regulatory obligations, including, but not limited to, costs relating to air emissions, including greenhouse
gases, the management of ballast waters, maintenance and inspection, development and implementation of
emergency procedures and insurance coverage or other financial assurance of its ability to address pollution
incidents. These costs could have a material adverse effect on Ocean Rig UDW’s business, results of operations,
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cash flows and financial condition. A failure to comply with applicable laws and regulations may result in
administrative and civil penalties, criminal sanctions or the suspension or termination of its operations.
Environmental laws often impose strict liability for remediation of spills and releases of oil and hazardous
substances, which could subject Ocean Rig UDW to liability without regard to whether Ocean Rig UDW was
negligent or at fault. Under OPA, for example, owners, operators and bareboat charterers are jointly and severally
strictly liable for the discharge of oil in U.S. waters, including the 200-nautical mile exclusive economic zone
around the United States. An oil spill could result in significant liability, including fines, penalties and criminal
liability and remediation costs for natural resource damages under other international and U.S. federal, state and
local laws, as well as third-party damages. Ocean Rig UDW is required to satisfy insurance and financial
responsibility requirements for potential oil (including marine fuel) spills and other pollution incidents and Ocean
Rig UDW’s insurance to cover certain environmental risks, such insurance may not be sufficient to cover all such
risks. As a result, claims against Ocean Rig UDW could result in a material adverse effect on its business, results of
operations, cash flows and financial condition.

Ocean Rig UDW?’s drilling units are separately owned by its subsidiaries, under certain circumstances a
parent company and all of the ship-owning affiliates in a group under common control engaged in a joint venture
could be held liable for damages or debts owed by one of the affiliates, including liabilities for oil spills under OPA
or other environmental laws. Therefore, it is possible that Ocean Rig UDW could be subject to liability upon a
judgment against us or any one of its subsidiaries.

Ocean Rig UDW'’s drilling units could cause the release of oil or hazardous substances, especially as its
drilling units age. Any releases may be large in quantity, above Ocean Rig UDW'’s permitted limits or occur in
protected or sensitive areas where public interest groups or governmental authorities have special interests. Any
releases of oil or hazardous substances could result in fines and other costs to Ocean Rig UDW, such as costs to
upgrade its drilling rigs, clean up the releases, and comply with more stringent requirements in its discharge permits.
Moreover, these releases may result in Ocean Rig UDW’s customers or governmental authorities suspending or
terminating its operations in the affected area, which could have a material adverse effect on Ocean Rig UDW'’s
business, results of operation and financial condition.

If Ocean Rig UDW is able to obtain from its customers some degree of contractual indemnification against
pollution and environmental damages in its contracts, such indemnification may not be enforceable in all instances
or the customer may not be financially able to comply with its indemnity obligations in all cases. And, Ocean Rig
UDW may not be able to obtain such indemnification agreements in the future.

Ocean Rig UDW'’s insurance coverage may not be available in the future or it may not obtain certain
insurance coverage. If it is available and Ocean Rig UDW has the coverage, it may not be adequate to cover its
liabilities. Any of these scenarios could have a material adverse effect on Ocean Rig UDW'’s business, operating
results and financial condition.

Regulation of greenhouse gases and climate change could have a negative impact on Ocean Rig UDW’s
business.

In 2005, the Kyoto Protocol to the 1992 United Nations Framework Convention on Climate Change, which
establishes a binding set of targets for reduction of greenhouse gas emissions, became binding on all those countries
that had ratified it. International discussions are currently underway to develop a treaty to replace the Kyoto Protocol
after its expiration in 2012. Although the United States is not a party to the Kyoto Protocol, it has taken a number of
steps to limit emissions of greenhouse gas emissions, including imposing reporting and permitting requirements on
certain categories of sources.

Because Ocean Rig UDW'’s business depends on the level of activity in the offshore oil and gas industry,
existing or future laws, regulations, treaties or international agreements related to greenhouse gases and climate
change, including incentives to conserve energy or use alternative energy sources, could have a negative impact on
its business if such laws, regulations, treaties or international agreements reduce the worldwide demand for oil and
gas. In addition, such laws, regulations, treaties or international agreements could result in increased compliance
costs or additional operating restrictions, which may have a negative impact on Ocean Rig UDW'’s business.

The Deepwater Horizon oil spill in the Gulf of Mexico may result in more stringent laws and regulations

governing deepwater drilling, which could have a material adverse effect on Ocean Rig UDW’s business,
operating results or financial condition.
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On April 20, 2010, there was an explosion and a related fire on the Deepwater Horizon, an ultra-deepwater
semi-submersible drilling unit that is not connected to Ocean Rig UDW, while it was servicing a well in the Gulf of
Mexico. This catastrophic event resulted in the death of 11 workers and the total loss of that drilling unit, as well as
the release of large amounts of oil into the Gulf of Mexico, severely impacting the environment and the region’s key
industries. This event is being investigated by several federal agencies, including the U.S. Department of Justice,
and by the U.S. Congress and is also the subject of numerous lawsuits. On May 30, 2010, the U.S. Department of
the Interior issued a six-month moratorium on all deepwater drilling in the outer continental shelf regions of the Gulf
of Mexico and the Pacific Ocean.

On October 12, 2010, the U.S. government lifted the drilling moratorium, subject to compliance with
enhanced safety requirements, including those set forth in Notices to Lessees 2010-N05 and 2010-N06, both of
which were implemented during the drilling ban. Additionally, all drilling in the Gulf of Mexico will be required to
comply with the Interim Final Rule to Enhance Safety Measures for Energy Development on the Outer Continental
Shelf (Drilling Safety Rule) and the Workplace Safety Rule on Safety and Environmental Management Systems,
both of which were issued on September 30, 2010. On January 11, 2011, the National Commission on the BP
Deepwater Horizon Oil Spill and Offshore Drilling released its final report, with recommendations for new
regulations.

Ocean Rig UDW does not currently operate its drilling rigs in these regions, it may do so in the future. In
any event, those developments could have a substantial impact on the offshore oil and gas industry worldwide. The
ongoing investigations and proceedings may result in significant changes to existing laws and regulations and
substantially stricter governmental regulation of Ocean Rig UDW'’s drilling units. For example, Norway’s Petroleum
Safety Authority is assessing the results of the investigations into the Deepwater Horizon oil spill and has issued a
preliminary report of its recommendations on June 9, 2011, and Oil & Gas UK has established the Oil Spill
Prevention and Response Advisory Group to review industry practices in the UK. In addition, BP plc, the rig
operator of the Deepwater Horizon, has reached an agreement with the U.S. government to establish a claims fund
of $20 billion, which far exceeds the $75 million strict liability limit set forth under OPA. Amendments to existing
laws and regulations or the adoption of new laws and regulations curtailing or further regulating exploratory or
development drilling and production of oil and gas, may be highly restrictive and require costly compliance
measures that could have a material adverse effect on Ocean Rig UDW'’s business, operating results or financial
condition. Future earnings may be negatively affected by compliance with any such amended or new legislation or
regulations.

Failure to comply with the U.S. Foreign Corrupt Practices Act could result in fines, criminal penalties, drilling
contract terminations and an adverse effect on Ocean Rig UDW'’s business.

Currently, Ocean Rig UDW'’s drilling units operate outside of the United States, in a number of countries
throughout the world including some with developing economies. Also, the existence of state or government-owned
shipbuilding enterprises puts Ocean Rig UDW in contact with persons who may be considered “foreign officials”
under the U.S. Foreign Corrupt Practices Act of 1977. Ocean Rig UDW is committed to doing business in
accordance with applicable anti-corruption laws and have adopted a code of business conduct and ethics which is
consistent and in full compliance with the U.S. Foreign Corrupt Practices Act. Ocean Rig UDW is subject, however,
to the risk that it, its affiliated entities or its respective officers, directors, employees and agents may take actions
determined to be in violation of such anti-corruption laws, including the U.S. Foreign Corrupt Practices Act. Any
such violation could result in substantial fines, sanctions, civil and/or criminal penalties, curtailment of operations in
certain jurisdictions, and might adversely affect Ocean Rig UDW?’s business, results of operations or financial
condition. In addition, actual or alleged violations could damage Ocean Rig UDW’s reputation and ability to do
business. Furthermore, detecting, investigating, and resolving actual or alleged violations is expensive and can
consume significant time and attention of Ocean Rig UDW’s senior management.

Acts of terrorism and political and social unrest could affect the markets for drilling services, which may have a
material adverse effect on Ocean Rig UDW’s results of operations.

Acts of terrorism and political and social unrest, brought about by world political events or otherwise, have
caused instability in the world’s financial and insurance markets in the past and may occur in the future. Such acts
could be directed against companies such as Ocean Rig UDW. Ocean Rig UDW?’s drilling operations could also be
targeted by acts of piracy. In addition, acts of terrorism and social unrest could lead to increased volatility in prices
for crude oil and natural gas and could affect the markets for drilling services and result in lower day-rates.
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Insurance premiums could increase and coverage may be unavailable in the future. U.S. government regulations
may effectively preclude Ocean Rig UDW from actively engaging in business activities in certain countries. These
regulations could be amended to cover countries where Ocean Rig UDW currently operates or where it may wish to
operate in the future. Increased insurance costs or increased cost of compliance with applicable regulations may
have a material adverse effect on Ocean Rig UDW’s results of operations.

Hurricanes may impact Ocean Rig UDW’s ability to operate its drilling units in the Gulf of Mexico or other U.S.
coastal waters, which could reduce its revenues and profitability.

Hurricanes lvan, Katrina, Rita, Gustav and Ike caused damage to a number of drilling units in the Gulf of
Mexico. Drilling units that were moved off their locations during the hurricanes damaged platforms, pipelines,
wellheads and other drilling units. The Minerals Management Service of the U.S. Department of the Interior, now
known as the Bureau of Ocean Energy Management, Regulation and Enforcement, or BOEMRE, issued guidelines
for tie-downs on drilling units and permanent equipment and facilities attached to outer continental shelf production
platforms, and moored drilling rig fitness that apply through the 2013 hurricane season. These guidelines effectively
impose new requirements on the offshore oil and natural gas industry in an attempt to improve the stations that
house the moored units and increase the likelihood of survival of offshore drilling units during a hurricane. The
guidelines also provide for enhanced information and data requirements from oil and natural gas companies
operating properties in the Gulf of Mexico. BOEMRE may issue similar guidelines for future hurricane seasons and
may take other steps that could increase the cost of operations or reduce the area of operations for Ocean Rig
UDW'’s ultra-deepwater drilling units, thus reducing their marketability. Implementation of new BOEMRE
guidelines or regulations that may apply to ultra-deepwater drilling units may subject Ocean Rig UDW to increased
costs and limit the operational capabilities of its drilling units. Ocean Rig UDW’s drilling units do not currently
operate in the Gulf of Mexico or other U.S. Coastal waters but may do so in the future.

Any failure to comply with the complex laws and regulations governing international trade could adversely affect
Ocean Rig UDW'’s operations.

The shipment of goods, services and technology across international borders subjects Ocean Rig UDW’s
offshore drilling segment to extensive trade laws and regulations. Import activities are governed by unique customs
laws and regulations in each of the countries of operation. Moreover, many countries, including the United States,
control the export and re-export of certain goods, services and technology and impose related export recordkeeping
and reporting obligations. Governments also may impose economic sanctions against certain countries, persons and
other entities that may restrict or prohibit transactions involving such countries, persons and entities.

The laws and regulations concerning import activity, export recordkeeping and reporting, export control
and economic sanctions are complex and constantly changing. These laws and regulations may be enacted,
amended, enforced or interpreted in a manner materially impacting Ocean Rig UDW'’s operations. Shipments can be
delayed and denied export or entry for a variety of reasons, some of which are outside Ocean Rig UDW'’s control
and some of which may result from failure to comply with existing legal and regulatory regimes. Shipping delays or
denials could cause unscheduled operational downtime. Any failure to comply with applicable legal and regulatory
trading obligations also could result in criminal and civil penalties and sanctions, such as fines, imprisonment,
debarment from government contracts, seizure of shipments and loss of import and export privileges.

New technologies may cause Ocean Rig UDW'’s current drilling methods to become obsolete, resulting in an
adverse effect on its business.

The offshore contract drilling industry is subject to the introduction of new drilling techniques and services
using new technologies, some of which may be subject to patent protection. As competitors and others use or
develop new technologies, Ocean Rig UDW may be placed at a competitive disadvantage and competitive pressures
may force it to implement new technologies at substantial cost. In addition, competitors may have greater financial,
technical and personnel resources that allow it to benefit from technological advantages and implement new
technologies before Ocean Rig UDW can. Ocean Rig UDW may not be able to implement technologies on a timely
basis or at a cost that is acceptable to it.

Company Specific Risk Factors

Ocean Rig UDW may be unable to comply with covenants in its credit facilities or any future financial
obligations that impose operating and financial restrictions on it.
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Ocean Rig UDW'’s credit facilities impose, and future financial obligations may impose, operating and
financial restrictions on us. These restrictions may prohibit or otherwise limit Ocean Rig UDW’s ability to, among
other things:

e enter into other financing arrangements;

e incur additional indebtedness;

e  create or permit liens on its assets;

o sell its drilling units or the shares of its subsidiaries;

e make investments;

e change the general nature of its business;

e pay dividends to its stockholders;

¢ change the management and/or ownership of the drilling units;

e make capital expenditures; and

o compete effectively to the extent its competitors are subject to less onerous restrictions.

In addition, certain of Ocean Rig UDW'’s current loan agreements and related guarantees contain restrictions
requiring it to maintain a minimum amount of total available cash ranging from $5.0 million to $100.0 million and
also impose maximum capital expenditure restrictions, such that expenditures over $30.0 million require consent of
the lender. These restrictions could limit Ocean Rig UDW'’s ability to fund its operations or capital needs, make
acquisitions or pursue available business opportunities. Furthermore, under the terms of Ocean Rig UDW’s $800.0
million senior secured term loan agreement, which matures in 20186, it is not permitted to pay dividends without the
consent of a majority of the lenders. Ocean Rig UDW?’s credit facilities require (i) it to maintain specified financial
ratios and satisfy financial covenants, including covenants related to the market value of its drilling units and (ii)
DryShips, because it is a guarantor of certain of Ocean Rig UDW?’s facilities, to comply with financial covenants
relating to liquidity, equity ratios, interest coverage ratios and net worth. As of June 30, 2011, Ocean Rig UDW was
in compliance with all of these ratios and covenants. Events beyond Ocean Rig UDW’s control, including changes
in the economic and business conditions in the deepwater offshore drilling market in which Ocean Rig UDW
operates, may affect Ocean Rig UDW’s ability to comply with these ratios and covenants. Ocean Rig UDW cannot
assure you that it will continue to meet these ratios or satisfy these covenants. A breach of any of the covenants in,
or its inability to maintain the required financial ratios under, the credit facilities would prevent Ocean Rig UDW
from borrowing additional amounts under the credit facilities and could result in a default under the credit facilities.
In addition, each of Ocean Rig UDW'’s loan agreements also contain a cross-default provision which can be
triggered by a default under one of its other loan agreements. A violation of these covenants constitutes an event of
default under Ocean Rig UDW’s credit facilities, which, unless waived by Ocean Rig UDW’s lenders, would
provide its lenders with the right to accelerate the outstanding debt, together with accrued interest and other fees, to
be immediately due and payable and proceed against the collateral securing that debt, which could constitute all or
substantially all of its assets. A default by DryShips under one of its loan agreements would trigger a cross-default
under Ocean Rig UDW'’s Deutsche Bank credit facilities and would provide Ocean Rig UDW'’s lenders with the
right to accelerate the outstanding debt under these facilities. Further, if DryShips defaults under one of its loan
agreements, and the related debt is accelerated, this would trigger a cross-default under Ocean Rig UDW’s $1.04
billion credit facility and Ocean Rig UDW’s $800.0 million secured term loan agreement and would provide its
lenders with the right to accelerate the outstanding debt under these facilities. Ocean Rig UDW'’s lenders’ interests
are different from Ocean Rig UDW'’s interest, and it cannot guarantee that it will be able to obtain its lenders’
waiver or consent with respect to any noncompliance with the specified financial ratios and financial covenants
under Ocean Rig UDW'’s credit facilities or future financial obligations. Any such non-compliance may prevent
Ocean Rig UDW from taking business actions that are otherwise in its best interest.

22



DryShips has obtained waiver agreements for violations of various covenants under certain of our loan
agreements. Due to the cross-default provisions in Ocean Rig UDW’s loan agreements that are triggered in the
event of a default by it under one of Ocean Rig UDW'’s other loan agreements or, in certain cases, a default by
DryShips under one of our loan agreements, when those waivers expire, Ocean Rig UDW'’s lenders could
accelerate its indebtedness if DryShips fails to (i) successfully extend the existing waiver agreements or (ii)
comply with the applicable covenants in the original loan agreements.

Ocean Rig UDW'’s loan agreements, which are secured by mortgages on its drilling units, require Ocean
Rig UDW to (i) comply with specified financial ratios and (ii) satisfy certain financial and other covenants. As of
June 30, 2011, Ocean Rig UDW had (i) $597.1 million outstanding under its $1.04 billion credit facility,
approximately $18.7 million Ocean Rig UDW repaid in the third quarter of 2011; (ii) a total of $272.6 million
outstanding under its Deutsche Bank credit facilities; and (iii) $800.0 million outstanding under its $800.0 million
Nordea senior secured term loan agreement; (iv) $500.0 million outstanding under its $500 million of aggregate
principal amount of 9.5% senior unsecured notes due in 2016.

DryShips currently provides guarantees under Ocean Rig UDW’s Deutsche Bank credit facilities and
Ocean Rig UDW'’s $800.0 million senior secured term loan agreement, which require DryShips to comply with
certain financial covenants, including covenants to maintain minimum liquidity, equity ratio, interest coverage, net
worth and debt service coverage ratio. All of Ocean Rig UDW’s loan agreements contain a cross-default provision
that may be triggered by a default under one of Ocean Rig UDW?’s other loan agreements. A cross-default provision
means that a default on one loan would result in a default on all of our other loans. A default by DryShips under one
of our loan agreements would trigger a cross-default under Ocean Rig UDW'’s Deutsche Bank credit facilities and
would provide Ocean Rig UDW’s lenders with the right to accelerate the outstanding debt under these facilities.
Further, if DryShips defaults under one of our loan agreements, and the related debt is accelerated, this would trigger
a cross-default under Ocean Rig UDW'’s $1.04 billion credit facility and Ocean Rig UDW’s $800.0 million secured
term loan agreement and would provide Ocean Rig UDW?’s lenders with the right to accelerate the outstanding debt
under these facilities.

DryShips and our shipping subsidiaries have several secured term loan agreements totaling $959.1 million
of gross indebtedness outstanding at June 30, 2011. Due to the decline in vessel values in the drybulk shipping
sector, we were in breach of certain of our financial covenants as of December 31, 2008 and, as a result, obtained
waiver agreements from our lenders waiving the violations of such covenants. Certain of these waiver agreements
expire during 2011 and 2012, at which time the original covenants under the loan agreements come back into effect.
As of June 30, 2011, DryShips had either regained compliance with the covenants under its loan agreements or had
the ability to remedy short falls in collateral maintenance requirements within specified grace periods.

If we are not in compliance with all of the covenants under our loan agreements, there can be no assurance
that we will be successful in obtaining additional waivers or amendments to the credit facilities or that the lenders
will extend its waivers (which under each loan agreement requires the unanimous consent of the applicable lenders)
prior to its expiration. Absent a waiver or amendment, a default by us under one of our loan agreements would
trigger a cross-default under Ocean Rig UDW'’s Deutsche Bank credit facilities and would provide Ocean Rig
UDW'’s lenders with the right to accelerate the outstanding debt under these facilities and if we default under one of
our loan agreements, and the related debt is accelerated, this would trigger a cross-default under Ocean Rig UDW’s
$1.04 billion credit facility and Ocean Rig UDW’s $800.0 million secured term loan agreement and would provide
Ocean Rig UDW'’s lenders with the right to accelerate the outstanding debt under these facilities, even if Ocean Rig
UDW were otherwise in compliance with its loan agreements. Ocean Rig UDW'’s management does not expect that
cash on hand and cash generated from operations will be sufficient to repay those loans with cross-default provisions
if such debt is accelerated by the lenders. In such a scenario, Ocean Rig UDW'’s would have to seek access to the
capital markets to fund the mandatory payments, although such financing may not be available on attractive terms or
at all. In addition, if Ocean Rig UDW otherwise fails to comply with the covenants applicable to its operations in its
secured loan agreements, Ocean Rig UDW'’s lenders could accelerate Ocean Rig UDW’s indebtedness and foreclose
the lenders’ liens on Ocean Rig UDW’s drilling units, which would impair Ocean Rig UDW?’s ability to continue its
operations.

Ocean Rig UDW will need to procure significant additional financing, which may be difficult to obtain on

acceptable terms, in order to complete the construction of its seventh generation hulls and any of the other four
additional newbuilding drillships for which Ocean Rig UDW may exercise its option.
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In April 2011, Ocean Rig UDW exercised two of its options for the construction of two newbuild drillships
by Samsung, which are scheduled to be delivered in July 2013 and September 2013, respectively, and in June 2011,
Ocean Rig UDW exercised a third option with Samsung for the construction of a newbuild drillship to be delivered
in November 2013. The estimated total project cost of the seventh generation hulls is $638.0 million per drillship,
which consists of $570.0 million of construction costs, costs of approximately $38.0 million for upgrades to the
existing drillship specifications and construction-related expenses of $30.0 million. Ocean Rig UDW also completed
the issuance of $500.0 million in aggregate principal amount of 9.5% senior unsecured notes due 2016 in April
2011. Ocean Rig UDW intends to apply the net proceeds of the notes issuance to partially finance the construction
of its seventh generation hulls. In order to complete the construction of Ocean Rig UDW'’s seventh generation hulls,
it will need to procure additional financing and, if Ocean Rig UDW fails to take delivery of one or more of the
seventh generation hulls for any reason, it will be prevented from realizing potential revenues from the applicable
drillship and Ocean Rig UDW could lose its deposit money, which amounted to $726.7 million in the aggregate, as
of August 15, 2011. Ocean Rig UDW may also incur additional costs and liability to the shipyards, which may
pursue claims against Ocean Rig UDW under its newbuilding construction contract and retain and sell Ocean Rig
UDW'’s seventh generation hulls to third parties.

The remaining three optional newbuilding drillships have an estimated total project cost of $638.0 million
each, excluding financing costs. The options may be exercised by Ocean Rig UDW at any time on or prior to
January 31, 2012, with vessel deliveries ranging from the first to the third quarter of 2014, depending on when the
options are exercised. To the extent Ocean Rig UDW exercises any of the three newbuilding options, which have an
estimated aggregate cost of $1.9 billion, Ocean Rig UDW will incur additional payment obligations for which it has
not arranged financing. If, on the other hand, Ocean Rig UDW does not exercise any of the remaining options, it
will sacrifice the corresponding deposits, for which Ocean Rig UDW paid approximately $24.8 million in the
aggregate as of August 15, 2011.

As of August 15, 2011, Ocean Rig UDW had remaining yard installments of $305.6 million, all of which
are payable in 2011, for the construction of the Ocean Rig Mykonos, which is scheduled to be delivered to Ocean
Rig UDW in September 2011. Ocean Rig UDW intends to fund the balance of the remaining installments for the
Ocean Rig Mykonos with borrowings under the Deutsche Bank credit facility. On August 10, 2011, Ocean Rig
UDW amended this credit facility to allow for full drawdowns to fund the remaining installment payments for the
Ocean Rig Mykonos and the release of the cash collateral deposited for this drillship based on the Petrobras Brazil
contract and on August 10, 2011, the cash collateral deposited for the drillship was released.

Ocean Rig UDW may be unable to meet its capital expenditure requirements.

As of August 15, 2011, Ocean Rig UDW had substantial purchase commitments mainly representing
remaining yard installments of $305.6 million for the delivery of the Ocean Rig Mykonos, which is scheduled to be
delivered in the September 2011. In addition, Ocean Rig UDW exercised three of its newbuilding drillship options
under its contract with Samsung and entered into construction contracts for Ocean Rig UDW’s seventh generation
hulls for a total estimated yard cost of $608.0 million each, of which Ocean Rig UDW paid an aggregate amount of
$632.4 million in the second quarter of 2011, not including the $94.3 million Ocean Rig UDW paid in slot
reservation fees relating to these drillships prior to the second quarter of 2011. The remaining amount is payable on
delivery of each drillship, which is scheduled to be in July 2013, September 2013 and November 2013, respectively,
for which Ocean Rig UDW has not arranged financing. In the event that the market for Ocean Rig UDW’s services
or the financing markets deteriorate, Ocean Rig UDW?’s ability to meet its scheduled debt maturities, expenditure
commitments, liquidity and working capital requirements may be adversely affected.

Ocean Rig UDW expects to finance the delivery payments due in 2013 for its seventh generation hulls with
cash on hand, operating cash flow and bank debt that it intends to arrange. Should Ocean Rig UDW exercise the
remaining three newbuilding drillship options under its contract with Samsung, Ocean Rig UDW would expect to
incur additional capital commitments of at least $701.8 million payable at the time of exercise, for which Ocean Rig
UDW would be dependent upon obtaining additional financing, which it has not yet arranged. Should such
financing not be available, this could severely impact Ocean Rig UDW ability to satisfy its liquidity requirements,
meet its obligations and finance future obligations.

Ocean Rig UDW may be unable to secure ongoing drilling contracts, including for its three uncontracted

drillships under construction, due to strong competition, and the contracts that Ocean Rig UDW enter into may
not provide sufficient cash flow to meet its debt service obligations with respect to its indebtedness.
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Ocean Rig UDW has not yet secured drilling contracts for three seventh generation hulls under
construction, scheduled to be delivered to us in July 2013, September 2013 and November 2013, respectively. The
existing drilling contracts for Ocean Rig UDW?’s drilling units currently employed are scheduled to expire from the
fourth quarter of 2011 through the fourth quarter of 2014. Ocean Rig UDW cannot guarantee that it will be able to
obtain contracts for its three uncontracted newbuilding drillship or, upon the expiration or termination of the current
contracts, for Ocean Rig UDW?’s drilling units currently employed or that there will not be a gap in employment
between current contracts and subsequent contracts. In particular, if the price of crude oil is low, or it is expected
that the price of crude oil will decrease in the future, at a time when Ocean Rig UDW is seeking to arrange
employment contracts for its drilling units, Ocean Rig UDW may not be able to obtain employment contracts at
attractive rates or at all.

If the rates which Ocean Rig UDW receives for the reemployment of its current drilling units are reduced,
Ocean Rig UDW will recognize less revenue from its operations. In addition, delays under existing contracts could
cause Ocean Rig UDW to lose future contracts if a drilling unit is not available to start work at the agreed date.
Ocean Rig UDW’s ability to meet its cash flow obligations will depend on its ability to consistently secure drilling
contracts for its drilling units at sufficiently high dayrates. Ocean Rig UDW cannot predict the future level of
demand for its services or future conditions in the oil and gas industry. If the oil and gas companies do not continue
to increase exploration, development and production expenditures, Ocean Rig UDW may have difficulty securing
drilling contracts, including for the three newbuilding drillships it has agreed to acquire, or Ocean Rig UDW may be
forced to enter into contracts at unattractive dayrates. Either of these events could impair Ocean Rig UDW’s ability
to generate sufficient cash flow to make principal and interest payments under its indebtedness and meet its capital
expenditure and other obligations.

Ocean Rig UDW has a substantial amount of debt, and it may lose the ability to obtain future financing and
suffer competitive disadvantages.

Ocean Rig UDW had outstanding indebtedness of $2.2 billion as of June 30, 2011. Ocean Rig UDW
expects to incur substantial additional indebtedness in order to fund the remaining total construction costs and
construction related expenses for the Ocean Rig Mykonos in the aggregate amount of approximately $331.0 million
as of August 15, 2011, in addition to the remaining $18.1 million of construction-related expenses for the Ocean Rig
Corcovado, the Ocean Rig Olympia and the Ocean Rig Poseidon, the total estimated project costs of $1.9 billion for
Ocean Rig UDW'’s seventh generation hulls, of which $726.7 million amounted to previously-funded construction
installment payments as of August 15, 2011, and any further growth of its fleet. This substantial level of debt and
other obligations could have significant adverse consequences on Ocean Rig UDW’s business and future prospects,
including the following:

e Ocean Rig UDW may not be able to obtain financing in the future for working capital, capital
expenditures, acquisitions, debt service requirements or other purposes;

e Ocean Rig UDW may not be able to use operating cash flow in other areas of its business because it
must dedicate a substantial portion of these funds to service the debt;

e Ocean Rig UDW could become more vulnerable to general adverse economic and industry conditions,
including increases in interest rates, particularly given its substantial indebtedness, some of which
bears interest at variable rates;

e Ocean Rig UDW may not be able to meet financial ratios included in its loan agreements due to market
conditions or other events beyond its control, which could result in a default under these agreements
and trigger cross-default provisions in its other loan agreements and debt instruments;

e less leveraged competitors could have a competitive advantage because they have lower debt service
requirements; and

e Ocean Rig UDW may be less able to take advantage of significant business opportunities and to react
to changes in market or industry conditions than its competitors.
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Ocean Rig UDW'’s ability to service its debt will depend upon, among other things, its future financial and
operating performance, which will be affected by prevailing economic conditions and financial, business, regulatory
and other factors, some of which are beyond its control. If Ocean Rig UDW'’s operating income is not sufficient to
service its current or future indebtedness, Ocean Rig UDW will be forced to take actions such as reducing or
delaying its business activities, acquisitions, investments or capital expenditures, selling assets, restructuring or
refinancing its debt or seeking additional equity capital. Ocean Rig UDW may not be able to affect any of these
remedies on satisfactory terms, or at all. In addition, a lack of liquidity in the debt and equity markets could hinder
Ocean Rig UDW’s ability to refinance its debt or obtain additional financing on favorable terms in the future.

Ocean Rig UDW may be unable to pay dividends.

As a result of various covenant restrictions imposed by Ocean Rig UDW?’s lenders, it may be unable to pay
dividends to its shareholders. Under the terms of its $800.0 million senior secured term loan agreement, which
matures in 2016, Ocean Rig UDW is not permitted to pay dividends without the consent of a majority of the lenders.
In addition, the payment of any future dividends will be subject at all times to the discretion of Ocean Rig UDW'’s
board of directors. The timing and amount of dividends will depend on its earnings, financial condition, cash
requirements and availability, fleet renewal and expansion, restrictions in its loan agreements, the provisions of
Marshall Islands law affecting the payment of dividends and other factors. Marshall Islands law generally prohibits
the payment of dividends other than from surplus or while a company is insolvent or would be rendered insolvent
upon the payment of such dividends, or if there is no surplus, dividends may be declared or paid out of net profits
for the fiscal year.

Construction of drillships is subject to risks, including delays and cost overruns, which could have an adverse
impact on Ocean Rig UDW available cash resources and results of operations.

Ocean Rig UDW has entered into contracts with Samsung for the construction of four ultra-deepwater
newbuilding drillships, which Ocean Rig UDW expects to take delivery of in September 2011, July 2013,
September 2013 and November 2013, respectively.

From time to time in the future, Ocean Rig UDW may undertake new construction projects and conversion
projects. In addition, Ocean Rig UDW makes significant upgrades, refurbishments, conversions and repair
expenditures for its fleet from time to time, particularly as its drilling units become older. Some of these
expenditures are unplanned. These projects together with Ocean Rig UDW?’s existing construction projects and other

efforts of this type are subject to risks of cost overruns or delays inherent in any large construction project as a result
of numerous factors, including the following:

o shipyard unavailability;
o shortages of equipment, materials or skilled labor;
o unscheduled delays in the delivery of ordered materials and equipment;

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

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

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

e work stoppages;
e client acceptance delays;
o weather interference or storm damage;

o disputes with shipyards and suppliers;
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o shipyard failures and difficulties;

o failure or delay of third-party equipment vendors or service providers;

e unanticipated cost increases; and

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

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

As Ocean Rig UDW’s current operating fleet is comprised of two ultra-deepwater drilling rigs and three
drillships, it relies heavily on a small number of customers and the loss of a significant customer could have a
material adverse impact on Ocean Rig UDW’s financial results.

Ocean Rig UDW has five customers for its current operating fleet of two ultra-deepwater drilling rigs and
three drillships and Ocean Rig UDW is subject to the usual risks associated with having a limited number of
customers for its services. If these customers terminate, suspend or seek to renegotiate the contracts for drilling rigs,
as they are entitled to do under various circumstances, or cease doing business Ocean Rig UDW’s results of
operations and cash flows could be adversely affected. Although Ocean Rig UDW’s expects that a limited number
of customers will continue to generate a substantial portion of its revenues, Ocean Rig UDW will have to expand its
pool of customers as it takes delivery of its four newbuilding drillships and further grow its business.

Currently, Ocean Rig UDW’s revenues depend on two ultra-deepwater drilling rigs and three drillships, which
are designed to operate in harsh environments. The damage or loss of either of these drilling rigs could have a
material adverse effect on its results of operations and financial condition.

Ocean Rig UDW’s revenues are dependent on the drilling rig Eirik Raude, which is currently operating
offshore of Ghana, the drilling rig Leiv Eiriksson and the drillship Ocean Rig Corcovado, which are currently
operating offshore of Greenland since May 2011, the Ocean Rig Olympia, which commenced contracts to drill five
exploration wells with VVanco off the coast of Ghana and Cote d’Ivoire directly upon its delivery on March 31, 2011
and Ocean Rig Poseidon, which commenced a contract for drilling operations in Tanzania and West Africa in July
2011. Ocean Rig UDW’s drilling units may be exposed to risks inherent in deepwater drilling and operating in harsh
environments that may cause damage or loss. The drilling of oil and gas wells, particularly exploratory wells where
little is known of the subsurface formations involves risks, such as extreme pressure and temperature, blowouts,
reservoir damage, loss of production, loss of well control, lost or stuck drill strings, equipment defects, punch
throughs, craterings, fires, explosions, pollution and natural disasters such as hurricanes and tropical storms. In
addition, offshore drilling operations are subject to perils peculiar to marine operations, either while on-site or
during mobilization, including capsizing, sinking, grounding, collision, marine life infestations, and loss or damage
from severe weather. The replacement or repair of a rig or drillship could take a significant amount of time, and
Ocean Rig UDW may not have any right to compensation for lost revenues during that time. As long as Ocean Rig
UDW has only five drilling units in operation, loss of or serious damage to one of the drilling units could materially
reduce its revenues in its offshore drilling segment for the time that a rig or drillship is out of operation. In view of
the sophisticated design of the drilling units, Ocean Rig UDW may be unable to obtain a replacement unit that could
perform under the conditions that its drilling units are expected to operate, which could have a material adverse
effect on Ocean Rig UDW'’s results of operations and financial condition.
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Ocean Rig UDW is subject to certain risks with respect to its counterparties on drilling contracts, and failure of
these counterparties to meet their obligations could cause Ocean Rig UDW to suffer losses or otherwise adversely
affect Ocean Rig UDW'’s business.

Ocean Rig UDW enters into drilling services contracts with its customers, newbuilding contracts with
shipyards, interest rate swap agreements and forward exchange contracts, and have employed and may employ its
drilling rigs and newbuild drillships on fixed-term and well contracts. Ocean Rig UDW'’s drilling contracts,
newbuilding contracts, and hedging agreements subject Ocean Rig UDW to counterparty risks. The ability of each
of Ocean Rig UDW'’s counterparties to perform its obligations under a contract with it will depend on a number of
factors that are beyond Ocean Rig UDW’s control and may include, among other things, general economic
conditions, the condition of the offshore contract drilling industry, the owverall financial condition of the
counterparty, the day-rates received for specific types of drilling rigs and drillships and various expenses. In
addition, in depressed market conditions, Ocean Rig UDW'’s customers may no longer need a drilling unit that is
currently under contract or may be able to obtain a comparable drilling unit at a lower day-rate. As a result,
customers may seek to renegotiate the terms of their existing drilling contracts or avoid their obligations under those
contracts. Should a counterparty fail to honor its obligations under an agreement with Ocean Rig UDW, Ocean Rig
UDW could sustain significant losses which could have a material adverse effect on its business, financial condition,
results of operations and cash flows.

If Ocean Rig UDW'’s drilling units fail to maintain their class certification or fail any annual survey or special
survey, that drilling unit would be unable to operate, thereby reducing Ocean Rig UDW'’s revenues and
profitability and violating certain covenants under its credit facilities.

Every drilling unit must be “classed” by a classification society. The classification society certifies that the
drilling unit is “in-class,” signifying that such drilling unit has been built and maintained in accordance with the
rules of the classification society and complies with applicable rules and regulations of the drilling unit’s country of
registry and the international conventions of which that country is a member. In addition, where surveys are required
by international conventions and corresponding laws and ordinances of a flag state, the classification society will
undertake them on application or by official order, acting on behalf of the authorities concerned. Both of Ocean Rig
UDW'’s drilling rigs are certified as being “in class” by Det Norske Veritas. Both of Ocean Rig UDW'’s operating
drillships are certified as being “in class” by American Bureau of Shipping. The Leiv Eiriksson was credited with
completing its last Special Periodical Survey in April 2011 and the Eirik Raude completed the same in 2007. The
Eirik Raude is due for its next Special Periodical Survey in the second quarter 2012, while Ocean Rig UDW'’s three
existing drillships and the Ocean Rig Mykonos are due for their first Special Periodical Survey in 2016. Ocean Rig
UDW'’s seventh generation hulls are due for their first Special Periodical Survey in 2018. If any drilling unit does
not maintain its class and/or fails any annual survey or special survey, the drilling unit will be unable to carry on
operations and will be unemployable and uninsurable which could cause Ocean Rig UDW to be in violation of
certain covenants in its credit facilities. Any such inability to carry on operations or be employed, or any such
violation of covenants, could have a material adverse impact on Ocean Rig UDW’s financial condition and results of
operations. That status could cause Ocean Rig UDW to be in violation of certain covenants in its credit facilities.

Ocean Rig UDW’s drilling rigs and drillships following their delivery to Ocean Rig UDW may suffer damage and
Ocean Rig UDW may face unexpected yard costs, which could adversely affect Ocean Rig UDW’s cash flow and
financial condition.

If Ocean Rig UDW?’s drilling rigs and drillships following their delivery to Ocean Rig UDW suffer
damage, they may need to be repaired at a yard. The costs of yard repairs are unpredictable and can be substantial.
The loss of earnings while Ocean Rig UDW’s drilling rigs and drillships are being repaired and repositioned, as well
as the actual cost of these repairs, would decrease Ocean Rig UDW’s earnings. Ocean Rig UDW may not have
insurance that is sufficient to cover all or any of these costs or losses and may have to pay dry docking costs not
covered by its insurance.

Ocean Rig UDW may not be able to maintain or replace its drilling units as they age.
The capital associated with the repair and maintenance of Ocean Rig UDW’s fleet increases with age.
Ocean Rig UDW may not be able to maintain its existing drilling units to compete effectively in the market, and its

financial resources may not be sufficient to enable it to make expenditures necessary for these purposes or to acquire
or build replacement drilling units.
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Ocean Rig UDW may have difficulty managing its planned growth properly.

Ocean Rig UDW intends to continue to grow its fleet and Ocean Rig UDW may exercise one or more of its
purchase options to purchase up to an additional three newbuilding drillships. Ocean Rig UDW’s future growth will
primarily depend on its ability to:

e |ocate and acquire suitable drillships;

e identify and consummate acquisitions or joint ventures;
¢ enhance its customer base;

e manage its expansion; and

e obtain required financing on acceptable terms.

Growing any business by acquisition presents numerous risks, such as undisclosed liabilities and
obligations, the possibility that indemnification agreements will be unenforceable or insufficient to cover potential
losses and difficulties associated with imposing common standards, controls, procedures and policies, obtaining
additional qualified personnel, managing relationships with customers and integrating newly acquired assets and
operations into existing infrastructure. Ocean Rig UDW may experience operational challenges as it begins
operating its new drillships which may result in low earnings efficiency and/or reduced dayrates compared to
maximum dayrates. Ocean Rig UDW may be unable to successfully execute its growth plans or it may incur
significant expenses and losses in connection with its future growth which would have an adverse impact on its
financial condition and results of operations.

The market value of Ocean Rig UDW’s current drilling units and drilling units it may acquire in the future may
decrease, which could cause Ocean Rig UDW to incur losses if it decides to sell them following a decline in their
values or accounting charges that may affect Ocean Rig UDW'’s ability to comply with its loan agreement
covenants.

If the offshore contract drilling industry suffers adverse developments in the future, the fair market value of
Ocean Rig UDW’s drilling units may decline. The fair market value of the drilling units Ocean Rig UDW currently
owns or may acquire in the future may increase or decrease depending on a number of factors, including:

e prevailing level of drilling services contract dayrates;

e general economic and market conditions affecting the offshore contract drilling industry, including
competition from other offshore contract drilling companies;

e types, sizes and ages of drilling units;

e supply and demand for drilling units;

e  costs of newbuildings;

e governmental or other regulations; and

o technological advances.

In the future, if the market values of Ocean Rig UDW’s drilling units deteriorate significantly, Ocean Rig
UDW may be required to record an impairment charge in its financial statements, which could adversely affect its
results of operations. If Ocean Rig UDW sells any drilling unit when drilling unit prices have fallen and before
Ocean Rig UDW has recorded an impairment adjustment to its financial statements, the sale may be at less than the
drilling unit’s carrying amount on its financial statements, resulting in a loss. Additionally, any such deterioration in

the market values of Ocean Rig UDW’s drilling units could trigger a breach of certain financial covenants under its
credit facilities and Ocean Rig UDW'’s lenders may accelerate loan repayments. Such charge, loss or repayment
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could materially and adversely affect Ocean Rig UDW'’s business prospects, financial condition, liquidity, and
results of operations.

Because Ocean Rig UDW generates all of its revenues in U.S. Dollars, but incurs a significant portion of its
employee salary and administrative and other expenses in other currencies, exchange rate fluctuations could
have an adverse impact on its results of operations.

Ocean Rig UDW'’s principal currency for its operations and financing is the U.S. Dollar. The dayrates for
the drilling rigs, Ocean Rig UDW?’s principal source of revenues, are quoted and received in U.S. Dollars. The
principal currency for operating expenses is also the U.S. Dollar; however, a significant portion of employee salaries
and administration expenses, as well as parts of the consumables and repair and maintenance expenses for the
drilling rigs, may be paid in Norwegian Kroner (NOK), Great British Pound (GBP), Canadian dollar (CAD), Euro
(EUR) or other currencies depending in part on the location of Ocean Rig UDW’s drilling operations. This could
lead to fluctuations in net income due to changes in the value of the U.S. Dollar relative to the other currencies.
Expenses incurred in foreign currencies against which the U.S. Dollar falls in value can increase, resulting in higher
U.S. Dollar denominated expenses. Ocean Rig UDW employs derivative instruments in order to economically hedge
its currency exposure; however, Ocean Rig UDW may not be successful in hedging its currency exposure and Ocean
Rig UDW’s U.S. Dollar denominated results of operations could be materially and adversely affected upon
exchange rate fluctuations determined by events outside of its control.

Ocean Rig UDW is dependent upon key management personnel.

Ocean Rig UDW'’s operations depend to a significant extent upon the abilities and efforts of its key
management personnel. Ocean Rig UDW’s loss of key management personnel could adversely affect its efforts to
obtain employment for Ocean Rig UDW'’s drillships and discussions with its lenders and, therefore, could adversely
affect Ocean Rig UDW'’s business prospects, financial condition and results of operations. Ocean Rig UDW does
not currently, nor does it intend to, maintain “key man” life insurance on any of Ocean Rig UDW’s personnel.

Failure to attract or retain key personnel, labor disruptions or an increase in labor costs could adversely affect
Ocean Rig UDW'’s operations.

Ocean Rig UDW requires highly skilled personnel to operate and provide technical services and support for
its business in the offshore drilling sector worldwide. As of August 15, 2011, Ocean Rig UDW employed 1,070
employees, the majority of whom are full-time crew employed on its drilling units. Ocean Rig UDW will need to
recruit additional qualified personnel as it takes delivery of its newbuilding drillships. Competition for the labor
required for drilling operations has intensified as the number of rigs activated, added to worldwide fleets or under
construction has increased, leading to shortages of qualified personnel in the industry and creating upward pressure
on wages and higher turnover. If turnover increases, Ocean Rig UDW could see a reduction in the experience level
of its personnel, which could lead to higher downtime, more operating incidents and personal injury and other
claims, which in turn could decrease revenues and increase costs. In response to these labor market conditions,
Ocean Rig UDW is increasing efforts in its recruitment, training, development and retention programs as required to
meet its anticipated personnel needs. If these labor trends continue, Ocean Rig UDW may experience further
increases in costs or limits on its offshore drilling operations.

Currently, none of Ocean Rig UDW'’s employees are covered by collective bargaining agreements. In the
future, some of Ocean Rig UDW’s employees or contracted labor may be covered by collective bargaining
agreements in certain jurisdictions such as Brazil, Nigeria, Norway and the U.K. As part of the legal obligations in
some of these agreements, Ocean Rig UDW may be required to contribute certain amounts to retirement funds and
pension plans and have restricted ability to dismiss employees. In addition, many of these represented individuals
could be working under agreements that are subject to salary negotiation. These negotiations could result in higher
personnel costs, other increased costs or increased operating restrictions that could adversely affect Ocean Rig
UDW'’s financial performance. Labor disruptions could hinder Ocean Rig UDW?’s operations from being carried out
normally and if not resolved in a timely cost-effective manner, could have a material impact on its business. If
Ocean Rig UDW chooses to cease operations in one of those countries or if market conditions reduces the demand
for Ocean Rig UDW’s drilling services in such a country, Ocean Rig UDW would incur costs, which may be
material, associated with workforce reductions.
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Ocean Rig UDW’s operating and maintenance costs with respect to its offshore drilling rigs will not necessarily
fluctuate in proportion to changes in operating revenues, which may have a material adverse effect on its results
of operations, financial condition and cash flows.

Operating revenues may fluctuate as a function of changes in dayrates. However, costs for operating a rig
are generally fixed regardless of the dayrate being earned. Therefore, Ocean Rig UDW'’s operating and maintenance
costs with respect to its offshore drilling rigs will not necessarily fluctuate in proportion to changes in operating
revenues. In addition, should Ocean Rig UDW’s drilling units incur idle time between contracts, Ocean Rig UDW
typically will not de-man those drilling units but rather use the crew to prepare the rig for its next contract. During
times of reduced activity, reductions in costs may not be immediate, as portions of the crew may be required to
prepare rigs for stacking, after which time the crew members are assigned to active rigs or dismissed. In addition, as
Ocean Rig UDW’s drilling units are mobilized from one geographic location to another, labor and other operating
and maintenance costs can vary significantly. In general, labor costs increase primarily due to higher salary levels
and inflation. Equipment maintenance expenses fluctuate depending upon the type of activity the unit is performing
and the age and condition of the equipment. Contract preparation expenses vary based on the scope and length of
contract preparation required and the duration of the firm contractual period over which such expenditures are
incurred. If Ocean Rig UDW experiences increased operating costs without a corresponding increase in earnings,
this may have a material adverse effect on its results of operations, financial condition and cash flows.

In the event Samsung does not perform under its agreements with Ocean Rig UDW and Ocean Rig UDW is
unable to enforce certain refund guarantees, Ocean Rig UDW may lose all or part of its investment, which would
have a material adverse effect on Ocean Rig UDW’s results of operations, financial condition and cash flows.

Ocean Rig UDW took delivery of its newbuilding drillships, the Ocean Rig Corcovado, the Ocean Rig
Olympia and the Ocean Rig Poseidon, on January 3, 2011, March 30, 2011 and July 28, 2011, respectively, from
Samsung, which is located in South Korea. Currently, Ocean Rig UDW has newbuilding contracts with Samsung for
the construction of one sixth generation, advanced capability ultra-deepwater drillship, the Ocean Rig Mykonos,
which is scheduled to be delivered in September 2011. As of August 15, 2011, Ocean Rig UDW had made total yard
payments in the amount of approximately $426.9 million for the Ocean Rig Mykonos and it has remaining yard
installments in the amount of $305.6 million before it takes possession of the drillship.

In addition, Ocean Rig UDW has paid $632.4 million in the second quarter of 2011 in connection with its
exercise of three of the drillship newbuilding options under Ocean Rig UDW?’s contract with Samsung and, as a
result, have entered into shipbuilding contracts for three seventh generation, advanced capability ultra-deepwater
drillship, scheduled to be delivered in July 2013, September 2013 and November 2013, respectively, for a total
estimated project cost, excluding financing costs, of $638.0 million per drillship. In addition, Ocean Rig UDW has
additional options under its contract with Samsung to construct up to three additional seventh generation, ultra-
deepwater drillships, with an estimated total project cost, excluding financing costs, of $638.0 million per drillship.
These options may be exercised at any time by Ocean Rig UDW on or prior to January 31, 2012, with vessel
deliveries ranging between the first and third quarter of 2014, depending on when the options are exercised.
DryShips paid a non-refundable deposit of $99.2 million in the aggregate to secure this contract. Ocean Rig UDW
paid $99.0 million to us when the contract was novated to it. In addition, Ocean Rig UDW paid deposits totaling
$20.0 million to Samsung in the first quarter of 2011 to maintain favorable costs and yard slot timing under the
option contract.

In the event Samsung does not perform under its agreements with Ocean Rig UDW and it is unable to
enforce certain refund guarantees with third party bankers due to an outbreak of war, bankruptcy or otherwise,
Ocean Rig UDW may lose all or part of its investment, which would have a material adverse effect on Ocean Rig
UDW'’s results of operations, financial condition and cash flows.

Military action, other armed conflicts, or terrorist attacks have caused significant increases in political and
economic instability in geographic regions where Ocean Rig UDW operates and where the newbuilding drillships
are being constructed.

Military tension involving North and South Korea, the Middle East, Africa and other attacks, threats of
attacks, terrorism and unrest, have caused instability or uncertainty in the world’s financial and commercial markets
and have significantly increased political and economic instability in some of the geographic areas where Ocean Rig
UDW (i) operates and (ii) has contracted with Samsung to build its four newbuilding drillships. Acts of terrorism
and armed conflicts or threats of armed conflicts in these locations could limit or disrupt Ocean Rig UDW'’s
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operations, including disruptions resulting from the cancellation of contracts or the loss of personnel or assets. In
addition, any possible reprisals as a consequence of ongoing military action in the Middle East, such as acts of
terrorism in the United States or elsewhere, could materially and adversely affect Ocean Rig UDW in ways it cannot
predict at this time.

The derivative contracts Ocean Rig UDW has entered into to hedge its exposure to fluctuations in interest rates
could result in higher than market interest rates and charges against its income.

As of June 30, 2011, Ocean Rig UDW has entered into interest rate swaps for the purpose of managing its
exposure to fluctuations in interest rates applicable to indebtedness under its credit facilities, which was drawn at a
floating rate based on LIBOR. Ocean Rig UDW'’s hedging strategies, however, may not be effective and Ocean Rig
UDW may incur substantial losses if interest rates move materially differently from its expectations. Ocean Rig
UDW'’s existing interest rate swaps do not, and future derivative contracts may not, qualify for treatment as hedges
for accounting purposes. Ocean Rig UDW recognizes fluctuations in the fair value of these contracts in its income
statement. In addition, Ocean Rig UDW'’s financial condition could be materially adversely affected to the extent it
does not hedge its exposure to interest rate fluctuations under its financing arrangements, under which loans have
been advanced at a floating rate based on LIBOR and for which Ocean Rig UDW has not entered into an interest
rate swap or other hedging arrangement. Any hedging activities Ocean Rig UDW engages in may not effectively
manage its interest rate exposure or have the desired impact on its financial conditions or results of operations. At
June 30, 2011, the fair value of Ocean Rig UDW'’s interest rate swaps was a liability of $93.4 million.

A change in tax laws, treaties or regulations, or their interpretation, of any country in which Ocean Rig UDW
operates could result in a higher tax rate on its worldwide earnings, which could result in a significant negative
impact on its earnings and cash flows from operations.

Ocean Rig UDW conducts its worldwide drilling operations through various subsidiaries. Tax laws and
regulations are highly complex and subject to interpretation. Consequently, Ocean Rig UDW is subject to changing
tax laws, treaties and regulations in and between countries in which it operates. Ocean Rig UDW’s income tax
expense is based upon its interpretation of tax laws in effect in various countries at the time that the expense was
incurred. A change in these tax laws, treaties or regulations, or in the interpretation thereof, or in the valuation of its
deferred tax assets, could result in a materially higher tax expense or a higher effective tax rate on its worldwide
earnings, and such change could be significant to its financial results. If any tax authority successfully challenges
Ocean Rig UDW'’s operational structure, inter-company pricing policies or the taxable presence of its operating
subsidiaries in certain countries; or if the terms of certain income tax treaties are interpreted in a manner that is
adverse to its structure; or if Ocean Rig UDW loses a material tax dispute in any country, particularly in the United
States, Canada, the U.K., Turkey, Angola, Cyprus, Korea, Ghana or Norway, Ocean Rig UDW’s effective tax rate
on its worldwide earnings could increase substantially and its earnings and cash flows from these operations could
be materially adversely affected.

Ocean Rig UDW’s subsidiaries may be subject to taxation in the jurisdictions in which its offshore drilling
activities are conducted. Such taxation would result in decreased earnings available to Ocean Rig UDW’s
shareholders. In the fourth quarter of 2008, Ocean Rig ASA initiated the process of transferring the domicile of its
Norwegian entities that owned, directly or indirectly, the Leiv Eiriksson and the Eirik Raude to the Republic of the
Marshall Islands and to liquidate the four companies in the Norwegian rig owning structure. The Leiv Eiriksson and
the Eirik Raude were transferred to Marshall Islands corporations in December 2008. The present status of the four
companies of the former Norwegian rig owning structure is that two of the companies were formally liquidated
during December 2010 and the two remaining companies were formally liquidated during the second quarter of
2011.

United States tax authorities may treat Ocean Rig UDW as a “passive foreign investment company” for United
States federal income tax purposes, which may reduce its ability to raise additional capital through the equity
markets and have adverse tax consequences to U.S. holders.

A foreign corporation will be treated as a “passive foreign investment company,” or PFIC, for U.S. federal
income tax purposes if either (1) at least 75% of its gross income for any taxable year consists of certain types of
"passive income" or (2) at least 50% of the average value of the corporation's assets produce or are held for the
production of those types of "passive income". For purposes of these tests, "passive income™ includes dividends,
interest, and gains from the sale or exchange of investment property and rents and royalties other than rents and

32



royalties which are received from unrelated parties in connection with the active conduct of a trade or business. For
purposes of these tests, income derived from the performance of services does not constitute “passive income.” U.S.
shareholders of a PFIC are subject to a disadvantageous U.S. federal income tax regime with respect to the income
derived by the PFIC, the distributions they receive from the PFIC and the gain, if any, they derive from the sale or
other disposition of their shares in the PFIC.

Ocean Rig UDW does not believe that it is currently a PFIC, although certain of its wholly-owned
subsidiaries may be or have been classified as PFICs at any time through the conclusion of the 2008 taxable year.
Based on Ocean Rig UDW’s current operations and future projections, Ocean Rig UDW does not believe that it or
any of its subsidiaries have been, are or will be a PFIC with respect to any taxable year beginning with the 2009
taxable year.

Moreover, no assurance can be given that the U.S. Internal Revenue Service, or IRS, or a court of law will
accept Ocean Rig UDW'’s position, and there is a risk that the IRS or a court of law could determine that it or one of
its subsidiaries is a PFIC. Moreover, no assurance can be given that it or one of its subsidiaries would not constitute
a PFIC for any future taxable year if there were to be changes in the nature and extent of its operations.

If the IRS were to find that Ocean Rig UDW is or has been a PFIC for any taxable year, U.S. shareholders
will face adverse U.S. tax consequences and information reporting obligations. Under the PFIC rules, unless those
shareholders make an election available under the Code (which election could itself have adverse consequences for
such shareholders, as discussed below under “Taxation—U.S. Federal Income Tax Considerations”), such
shareholders would be liable to pay U.S. federal income tax at the then prevailing income tax rates on ordinary
income plus interest upon excess distributions and upon any gain from the disposition of the Exchange Shares, as if
the excess distribution or gain had been recognized ratably over the shareholder’s holding period of the Exchange
Shares. In the event Ocean Rig UDW'’s shareholders face adverse tax consequences as a result of investing in its
common shares, this could adversely affect its ability to raise additional capital through the equity markets. See
"Taxation—U.S. Federal Income Tax Considerations" for a more comprehensive discussion of the U.S. federal
income tax consequences to U.S. shareholders if Ocean Rig UDW is treated as a PFIC.

Ocean Rig UDW may be subject to litigation that, if not resolved in its favor and not sufficiently insured against,
could have a material adverse effect on it.

Ocean Rig UDW may be, from time to time, involved in various litigation matters. These matters may
include, among other things, contract disputes, personal injury claims, environmental claims or proceedings,
asbestos and other toxic tort claims, employment matters, governmental claims for taxes or duties, and other
litigation that arises in the ordinary course of Ocean Rig UDW?’s business. Ocean Rig UDW cannot predict with
certainty the outcome or effect of any claim or other litigation matter, and the ultimate outcome of any litigation or
the potential costs to resolve them may have a material adverse effect on Ocean Rig UDW. Insurance may not be
applicable or sufficient in all cases, insurers may not remain solvent and policies may not be located.

Ocean Rig UDW has restated its previously reported financial statements for 2009. Investor confidence may
be adversely impacted if Ocean Rig UDW is unable to remediate the material weakness for the assessment
under Section 404 of the Sarbanes-Oxley Act of 2002.

As an operating subsidiary of DryShips, Ocean Rig UDW has implemented procedures in order to meet the
evaluation requirements of Rules 13a-15(c) and 15d-15 (c) under the Securities Exchange Act of 1934, or the
Exchange Act, for the assessment under Section 404 of the Sarbanes-Oxley Act of 2002. Following the effectiveness
on August 26, 2011 of the registration statement on Form F-4 that Ocean Rig UDW filed in connection with the
Exchange Offer, Ocean Rig UDW became a public company and it will be required to include in its annual report on
Form 20-F its management's report on, and assessment of, the effectiveness of Ocean Rig UDW'’s internal controls
over financial reporting. In addition, Ocean Rig UDW’s independent registered public accounting firm will be
required to attest to and report on management's assessment of the effectiveness of its internal controls over
financial reporting. These management assessment and auditor attestation requirements will first apply to Ocean
Rig UDW’s annual report on Form 20-F for the year ending December 31, 2012. Ocean Rig UDW restated its
previously-reported consolidated financial statements for the year ended December 31, 2009 to reflect the correction
of errors due to this material weakness in its internal control over financial reporting. For additional information see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Restatement of
previously-issued financial statements for 2009” and Note 3 to the consolidated financial statements included
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elsewhere in this information statement. If Ocean Rig UDW fails to remediate the material weakness and therefore
its internal controls over financial reporting remain ineffective, this could result in an adverse perception of Ocean
Rig UDW in the financial marketplace and cause its investors to lose confidence in its reported results.

Risks Relating to Ocean Rig UDW’s Common Stock

There is no guarantee that there will be an active and liquid public market for you to resell Ocean Rig UDW'’s
common stock in the future

The Ocean Rig UDW Shares began trading on a “when-issued” basis on the NASDAQ Global Select
Market under the ticker symbol “ORIGV” on September 19, 2011. During the “when-issued” period through the
distribution date on October 5, 2011, DryShips common shares will continue to trade normally on the NASDAQ
Global Select Market under the symbol “DRYS”. We expect that the Ocean Rig UDW Shares will begin trading
“regular way” on the NASDAQ Global Select Market under the symbol "ORIG" on October 6, 2011.

The price of Ocean Rig UDW common stock after the partial spin off may be volatile and may fluctuate
due to factors such as:

e actual or anticipated variations in Ocean Rig UDW'’s operating results;
e changes in Ocean Rig UDW’s cash flow, EBITDA or earnings estimates;

e publication of research reports about Ocean Rig UDW or the industry in which Ocean Rig UDW
operates;

e increases in market interest rates that may lead purchasers of common stock to demand a higher
expected yield which, if Ocean Rig UDW’s distributions are not expected to rise, will mean its share
price will fall;

¢ changes in applicable laws or regulations, court rulings and enforcement and legal actions;
e changes in market valuations of similar companies;

e adverse market reaction to any increased indebtedness Ocean Rig UDW incurs in the future;
e additions or departures of key personnel;

e  actions by institutional stockholders;

e speculation in the press or investment community; and

e general market and economic conditions.
Future sales of Ocean Rig UDW’s common stock could have an adverse effect on its share price.

In order to finance the currently contracted and future growth of Ocean Rig UDW’s fleet, Ocean Rig UDW
will have to incur substantial additional indebtedness and possibly issue additional equity securities. Additional
common share issuances, directly or indirectly through convertible or exchangeable securities, options or warrants,
will generally dilute the ownership interests of Ocean Rig UDW'’s existing common shareholders, including its
relative voting rights, and could require substantially more cash to maintain the then existing level, if any, of Ocean
Rig UDW’s dividend payments to its common shareholders, as to which no assurance can be given. Preferred
shares, if issued, will generally have a preference on dividend payments, which could prohibit or otherwise reduce
Ocean Rig UDW’s ability to pay dividends to its common shareholders. Ocean Rig UDW’s debt will be senior in all
respects to its shares of common stock, will generally include financial and operating covenants with which Ocean
Rig UDW must comply and will include acceleration provisions upon defaults thereunder, including Ocean Rig
UDW'’s failure to make any debt service payments, and possibly under other debt. Because Ocean Rig UDW'’s
decision to issue equity securities or incur debt in the future will depend on a variety of factors, including market
conditions and other matters that are beyond Ocean Rig UDW’s control, Ocean Rig UDW cannot predict or estimate
the timing, amount or form of its capital raising activities in the future. Such activities could, however, cause the
price of Ocean Rig UDW'’s shares of common stock to decline significantly.
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As of the date of this information statement, DryShips owns 101,555,274 shares of Ocean Rig UDW’s
common stock. The common shares held by DryShips are “restricted securities” within the meaning of Rule 144
under the Securities Act and may not be transferred unless it has been registered under the Securities Act or an
exemption from registration is available. Upon satisfaction of certain conditions, Rule 144 permits the sale of certain
amounts of restricted securities six months following the date of acquisition of the restricted securities from Ocean
Rig UDW. As shares of common stock become eligible for sale under Rule 144, the volume of sales of common
stock on applicable securities markets may increase, which could reduce the market value of our common stock.

In addition, upon exchange, all of the Exchange Shares exchanged for Original Shares will be eligible for
sale and the sales of substantial amounts of Ocean Rig UDW'’s common stock, or the perception that these sales may
occur, could cause the market price of its common stock, if any, to decline and/or impair its ability to raise capital.

Ocean Rig UDW is incorporated in the Republic of the Marshall Islands, which does not have a well-developed
body of corporate law, and as a result, shareholders may have fewer rights and protections under Marshall
Islands law than under a typical jurisdiction in the United States.

Ocean Rig UDW'’s corporate affairs are governed by its second amended and restated articles of
incorporation and second amended and restated bylaws and by the Marshall Islands Business Corporations Act, or
BCA. The provisions of the BCA resemble provisions of the corporation laws of a number of states in the United
States. However, there have been few judicial cases in the Republic of the Marshall Islands interpreting the BCA.
The rights and fiduciary responsibilities of directors under the law of the Republic of the Marshall Islands are not as
clearly established as the rights and fiduciary responsibilities of directors under statutes or judicial precedent in
existence in certain United States jurisdictions. Shareholder rights may differ as well. While the BCA does
specifically incorporate the non-statutory law, or judicial case law, of the State of Delaware and other states with
substantially similar legislative provisions, Ocean Rig UDW’s public shareholders may have more difficulty in
protecting its interests in the face of actions by management, directors or controlling shareholders than would
shareholders of a corporation incorporated in a United States jurisdiction.

It may not be possible for investors to enforce U.S. judgments against Ocean Rig UDW.

Ocean Rig UDW and all of its subsidiaries are incorporated in jurisdictions outside the United States and a
substantial portion of its assets and those of its subsidiaries are located outside the United States. In addition, a
majority of Ocean Rig UDW?’s directors and officers and the experts named in this information statement reside
outside the United States and a substantial portion of the assets of Ocean Rig UDW?’s directors and officers and such
experts are located outside the United States. As a result, it may be difficult or impossible for U.S. investors to serve
process within the United States upon Ocean Rig UDW, Ocean Rig UDW?’s subsidiaries or its directors and offi