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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this “Form 10-K”) includes certain “forward-looking statements” within the meaning
of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”). Forward-looking statements include those that express a
belief, expectation or intention, as well as those that are not statements of historical fact. Forward-looking statements
include information regarding our future plans and goals and our current expectations with respect to, among other
things:

our business strategy and prospects for growth;

our cash flows and liquidity;

our financial strategy, budget, projections and operating results;
the amount, nature and timing of capital expenditures;

the availability and terms of capital;

competition and government regulations; and

eeneral economic conditions.

99 ¢ 29 ¢

Our forward-looking statements are generally accompanied by words such as “anticipate,” “believe,” “estimate,” “expect,”
“goal,” “plan,” “potential,” “predict,” “project,” or other terms that convey the uncertainty of future events or outcomes, althou
not all forward-looking statements contain such identifying words. The forward-looking statements in this Form 10-K

speak only as of the date of this report; we disclaim any obligation to update these statements unless required by law,

and we caution you not to rely on them unduly. Forward-looking statements are not assurances of future performance

and involve risks and uncertainties. We have based these forward-looking statements on our current expectations and
assumptions about future events. While our management considers these expectations and assumptions to be

reasonable, they are inherently subject to significant business, economic, competitive, regulatory and other risks,
contingencies and uncertainties, most of which are difficult to predict and many of which are beyond our control.

These risks, contingencies and uncertainties include, but are not limited to, the following:

99 ¢

the level of activity in the oil and gas industry;

further or sustained declines in oil and gas prices, including those resulting from weak global demand;
the timing, magnitude, probability and/or sustainability of any oil and gas price recovery;
unique risks associated with our offshore operations;

political, economic and regulatory uncertainties in our international operations;

our ability to develop new technologies and products;

our ability to protect our intellectual property rights;

our ability to employ and retain skilled and qualified workers;

the level of competition in our industry;

operational safety laws and regulations;

enternational trade laws and sanctions;

sveather conditions and natural disasters; and

policy changes domestically in the United States.

These and other important factors that could affect our operating results and performance are described in (1) Part I,

Item 1A “Risk Factors” and in Part II, Item 7 “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” of this Form 10-K, and elsewhere within this Form 10-K, (2) our other reports and filings we make with
the Securities and Exchange Commission (“SEC”) from time to time and (3) other announcements we make from time

to time. Should one or more of the risks or uncertainties described in the documents above or in this Form 10-K occur,

or should underlying assumptions prove incorrect, our actual results, performance, achievements or plans could differ
materially from those expressed or implied in any forward-looking statements. All such forward-looking statements in

the Form 10-K are expressly qualified in their entirety by the cautionary statements in this section.
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PART 1
Item 1. Business
General

Frank’s International N.V. (“FINV”) is a Netherlands limited liability company (Naamloze Vennootschap) and includes
the activities of Frank’s International C.V. (“FICV”), Blackhawk Group Holdings, LLC (“Blackhawk’) and their wholly
owned subsidiaries (either individually or together, as context requires, the “Company,” “we,” “us” and “our”’). We were
established in 1938 and are an industry-leading global provider of highly engineered tubular services, tubular

fabrication and specialty well construction and well intervention solutions to the oil and gas industry. We provide our
services and products to leading exploration and production companies in both offshore and onshore environments,

with a focus on complex and technically demanding wells. We believe that we are one of the largest global providers

of tubular services to the oil and gas industry.
Our Operations

Tubular services involve the handling and installation of multiple joints of pipe to establish a cased wellbore and the
installation of smaller diameter pipe inside a cased wellbore to provide a conduit for produced oil and gas to reach the
surface. The casing of a wellbore isolates the wellbore from the surrounding geologic formations and water table,
provides well structure and pressure integrity, and allows well operators to target specific zones for production. Given
the central role that our services play in the structural integrity, reliability and safety of a well, and the importance of
efficient tubular services to managing the overall cost of a well, we believe that our role is vital to the process of
producing oil and gas.

In addition to our services offerings, we design and manufacture certain products that we sell directly to external
customers, including large outside diameter (“OD”’) pipe connectors. We also provide specialized fabrication and
welding services in support of deepwater projects in the U.S. Gulf of Mexico, including drilling and production risers,
flowlines and pipeline end terminations, as well as long-length tubulars (up to 300 feet in length) for use as caissons or
pilings. Finally, we distribute large OD pipe manufactured by third parties, and generally maintain an inventory of this
pipe in order to support our pipe sales and distribution operations.

On November 1, 2016, we completed our acquisition of Blackhawk, the ultimate parent company of Blackhawk
Specialty Tools, LLC, a leading provider of well construction and well intervention services and products. The
acquisition of this new segment allowed us to combine Blackhawk’s cementing tool expertise and well intervention
services with our global tubular services to offer our customers an integrated well construction solution across land,
shelf and deepwater.

We offer our tubular services, tubular sales, and other well construction and well intervention services and products
through our four operating segments: (1) International Services, (2) U.S. Services, (3) Tubular Sales and (4)
Blackhawk, each of which is described in more detail in “Description of Business Segments.” The table below shows
our consolidated revenue and each segment’s revenue and percentage of consolidated revenue for the periods indicated
(revenue in thousands):

Year Ended December 31,
2018 2017 2016
Revenue Percent Revenue Percent Revenue Percent

International Services $222,992 42.6% $206,746 45.5 % $237,207 48.7 %
U.S. Services 148,941 28.5% 118,815 26.1 % 152,827 313 %



Edgar Filing: FRANK'S INTERNATIONAL N.V. - Form 10-K

Tubular Sales 61,415 11.8% 58,210 12.8 % 87,515 18.0 %
Blackhawk () 89,145 17.1% 71,024 15.6 % 9,982 20 %
Total $522,493 100.0% $454,795 100.0% $487,531 100.0%

(1) We purchased Blackhawk in November 2016, which resulted in the creation of a new segment. As such, 2016
revenues are for the two months ended December 31, 2016.
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Our Corporate Structure

We are a publicly traded company on the New York Stock Exchange (“NYSE”). As part of our initial public offering
(“IPO”) in August 2013, we issued 52,976,000 shares of our Series A convertible preferred stock (the “Preferred Stock™)
and a 25.7% limited partnership interest in FICV, our subsidiary, to Mosing Holdings, LLC (“Mosing Holdings”), a
Delaware limited liability company and affiliate of the Company with Mosing family entities as its shareholders.

Under our Amended Articles of Association in effect at time of the IPO, upon the written election of Mosing

Holdings, each Preferred Share, together with a unit in FICV, our subsidiary, was convertible into a share of our
common stock on a one-for-one basis.

On August 19, 2016, we received notice from Mosing Holdings exercising its right to exchange (the “Exchange Right”)
for an equivalent number of each of the following securities for common shares: (i) 52,976,000 Preferred Shares and
(i) 52,976,000 units in FICV. We issued 52,976,000 common shares to Mosing Holdings on August 26, 2016. As a
result, there are no remaining issued Preferred Shares and Mosing Holdings no longer has a minority interest holding

in FICV. As of February 18, 2019, the Mosing family collectively owns approximately 62% of our common shares.

Description of Business Segments
International Services

The International Services segment provides tubular services in international offshore markets and in several onshore
international regions in approximately 50 countries on six continents. Our customers in these international markets are
primarily large exploration and production companies, including integrated oil and gas companies and national oil and
gas companies, and other oilfield services companies.

U.S. Services

The U.S. Services segment provides tubular services in the active onshore oil and gas drilling regions in the U.S.,
including the Permian Basin, Eagle Ford Shale, Haynesville Shale, Marcellus/Utica Shale, Niobrara Shale, Woodford
Shale, Green River Basin and Uintah Basin, as well as in the U.S. Gulf of Mexico.

Tubular Sales

The Tubular Sales segment designs, manufactures and distributes large OD pipe, connectors and casing attachments
and sells large OD pipe originally manufactured by various pipe mills. We also provide specialized fabrication and
welding services in support of offshore projects, including drilling and production risers, flowlines and pipeline end
terminations, as well as long-length tubulars (up to 300 feet in length) for use as caissons or pilings. This segment also
designs and manufactures proprietary equipment for use in our International Services and U.S. Services segments.

Blackhawk

The Blackhawk segment provides well construction and well intervention services and products, in addition to
cementing tool expertise, in the U.S. and Mexican Gulf of Mexico, onshore U.S. and other select international
locations. Blackhawk’s customer base consists primarily of major and independent oil and gas companies as well as

other oilfield services companies.

Suppliers and Raw Materials
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We acquire component parts, products and raw materials from suppliers, including foundries, forge shops, and
original equipment manufacturers. The prices we pay for our raw materials may be affected by, among other things,
energy, steel and other commodity prices, tariffs and duties on imported materials and foreign currency exchange
rates. Certain of our product lines (primarily pipe) are only available from a limited number of suppliers (primarily in
the Tubular Sales segment).

Our ability to source low cost raw materials and components, such as steel castings and forgings, is critical to our
ability to manufacture our casing products competitively and, in turn, our ability to provide onshore and offshore
casing services. In order to purchase raw materials and components in a cost effective manner, we have developed a
broad international
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sourcing capability and we maintain quality assurance and testing programs to analyze and test these raw materials
and components.

Patents

We currently hold multiple U.S. and international patents and have a number of pending patent applications. Although
in the aggregate our patents and licenses are important to us, we do not regard any single patent or license as critical or
essential to our business as a whole.

Seasonality

A substantial portion of our business is not significantly impacted by changing seasons. We can be impacted by
hurricanes, ocean currents, winter storms and other disruptions.

Customers

Our customers consist primarily of oil and gas exploration and production companies, both domestic and international,
including major and independent companies, national oil companies and, on occasion, other service companies that
have contractual obligations to provide casing and handling services or comparable services. Demand for our services
depends primarily upon the capital spending of oil and gas companies and the level of drilling activity in the U.S. and
internationally. We do not believe the loss of any of our individual customers would have a material adverse effect on
our business. No single customer accounted for more than 10% of our revenue for the year ended December 31, 2018.
In 2017 and 2016, one customer accounted for 10% and 13% of our revenues, respectively. For both years, all four of
our segments generated revenue from this customer.

Competition

The markets in which we operate are competitive. We compete with a number of companies, some of which have
financial and other resources greater than ours. The principal competitive factors in our markets are the quality, price
and availability of products and services and a company’s responsiveness to customer needs and its reputation for
safety. In general, we face a larger number of smaller, more regionally-specific competitors in the U.S. onshore
market as compared to offshore markets, where larger competitors dominate.

We believe several factors give us a strong competitive position. In particular, we believe our products and services in
each segment fulfill our customer’s requirements for international capability, availability of tools, range of services
provided, intellectual property, technological sophistication, quality assurance systems and availability of equipment,
along with reputation and safety record. We seek to differentiate ourselves from our competitors by providing a rapid
response to the needs of our customers, a high level of customer service and innovative product development
initiatives. Although we have no single competitor across all of our product lines, we believe that Weatherford
International represents our most direct competitor across our segments for providing tubular services, specialty well
construction and well intervention services and products on an aggregate, global basis.

Market Environment

Despite recent headwinds, in 2019 we expect to see increased customer spending globally on oil and natural gas
exploration and production in response to the continued stabilization of commodity prices. Much of the anticipated
increase in spending will continue to be associated with U.S. onshore projects, although we anticipate the rate of
spending outside of U.S. onshore to increase in 2019. Activity in the deep and ultra-deep offshore markets is expected
to see some modest improvement in 2019, and pricing of newly sanctioned projects is estimated to be marginally
higher than recent trends. In many international offshore shelf markets, we are seeing increased activity as operators

10
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are increasingly seeing improved economics at current commodity prices. In response, we will continue our efforts to
expand products and services historically weighted to the U.S. market to international markets, reducing costs through
operational efficiency gains and prioritizing projects that improve market share and profitability.

11
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Inventories and Working Capital

An important consideration for many of our customers in selecting a vendor is timely availability of the product or
service. Often customers will pay a premium for earlier or immediate availability because of the cost of delays in
critical operations. This availability is especially critical for our proprietary products, causing us to carry inventories
for these products. For critical capital items for which demand is expected to be strong, we often build certain items
before we have a firm order. Having such goods available on short notice can be of great value to our customers.

Inventories are required to be stated at the lower of cost or net realizable value. During 2017, we recorded an
impairment of $51.2 million related to a lower of cost or net realizable value adjustment for our pipe and connectors
inventory, which is included in the financial statement line item severance and other charges (credits), net on our
consolidated statements of operations. The factors that led to this impairment included new technology (external and
internal), oil and gas prices below levels necessary for our customers to sanction a significant amount of new offshore
projects in the near-term and a change in customers’ preferences for newer technologies, all of which significantly
impacted the net realizable value of our connectors inventory.

We cannot accurately predict what or how many products our customers will need in the future. Orders are placed
with our suppliers based on forecasts of customer demand and, in some instances, we may establish buffer inventories
to accommodate anticipated demand. If we overestimate customer demand, we may allocate resources to the purchase
of material or manufactured products that we may not be able to sell when we expect to, if at all.

Environmental, Occupational Health and Safety Regulation

Our operations are subject to numerous stringent and complex laws and regulations governing the emission and
discharge of materials into the environment, occupational health and safety aspects of our operations, or otherwise
relating to environmental protection. Failure to comply with these laws or regulations or to obtain or comply with
permits may result in the assessment of administrative, civil and criminal penalties, imposition of remedial or
corrective action requirements, and the imposition of orders or injunctions to prohibit or restrict certain activities or
force future compliance.

Numerous governmental authorities, such as the U.S. Environmental Protection Agency (“EPA”), analogous state
agencies and, in certain circumstances, citizens’ groups, have the power to enforce compliance with these laws and
regulations and the permits issued under them. Certain environmental laws may impose joint and several liability,
without regard to fault or the legality of the original conduct, on classes of persons who are considered to be
responsible for the release of a hazardous substance into the environment. The trend in environmental regulation has
been to impose increasingly stringent restrictions and limitations on activities that may impact the environment, and
thus, any changes in environmental laws and regulations or in enforcement policies that result in more stringent and
costly waste handling, storage, transport, disposal, or remediation requirements could have a material adverse effect
on our operations and financial position. Moreover, accidental releases or spills of regulated substances may occur in
the course of our operations, and we cannot assure that we will not incur significant costs and liabilities as a result of
such releases or spills, including any third-party claims for damage to property, natural resources or persons.

The following is a summary of the more significant existing environmental, health and safety laws and regulations to
which our business operations are subject and for which compliance could have a material adverse impact on our
capital expenditures, results of operations or financial position.

Hazardous Substances and Waste

The Resource Conservation and Recovery Act (“RCRA”) and comparable state statutes, regulate the generation,
transportation, treatment, storage, disposal and cleanup of hazardous and non-hazardous wastes. Under the auspices of

12
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the EPA, the individual states administer some or all of the provisions of RCRA, sometimes in conjunction with their
own, more stringent requirements. We are required to manage the transportation, storage and disposal of hazardous
and non-hazardous wastes in compliance with RCRA. Certain petroleum exploration and production wastes are
excluded from RCRA’s hazardous waste regulations. However, it is possible that these wastes will in the future be
designated as hazardous wastes and therefore be subject to more rigorous and costly disposal requirements. For
example, in December 2016, the EPA and environmental groups entered into a consent decree to address EPA’s
alleged failure to timely assess its RCRA

13
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Subtitle D criteria regulations exempting certain exploration and production related oil and gas wastes from regulation
as hazardous wastes. The consent decree requires EPA to propose a rulemaking no later than March 15, 2019 for any
revisions relating to oil and gas wastes or to sign a determination that revision of the regulations is not necessary. Any
such changes in the laws and regulations could have a material adverse effect on our operating expenses or the
operating expenses of our customers, which could result in decreased demand for our services.

The Comprehensive Environmental Response, Compensation, and Liability Act (“CERCLA”), also known as the
Superfund law, imposes joint and several liability, without regard to fault or legality of conduct, on classes of persons
who are considered to be responsible for the release of a hazardous substance into the environment. These persons
include the owner or operator of the site where the release occurred, and anyone who disposed or arranged for the
disposal of a hazardous substance released at the site. We currently own, lease, or operate numerous properties that
have been used for manufacturing and other operations for many years. We also contract with waste removal services
and landfills. These properties and the substances disposed or released on them may be subject to CERCLA, RCRA
and analogous state laws. Under such laws, we could be required to remove previously disposed substances and
wastes, remediate contaminated property, or perform remedial operations to prevent future contamination. In addition,
it is not uncommon for neighboring landowners and other third parties to file claims for personal injury and property
damage allegedly caused by hazardous substances released into the environment.

Water Discharges

The Federal Water Pollution Control Act (the “Clean Water Act”) and analogous state laws impose restrictions and strict
controls with respect to the discharge of pollutants, including spills and leaks of oil and other substances, into waters
of the United States. The discharge of pollutants into regulated waters is prohibited, except in accordance with the
terms of a permit issued by the EPA or an analogous state agency. A responsible party includes the owner or operator
of a facility from which a discharge occurs. Previously, in 2015, the EPA and the U.S. Army Corps of Engineers
finalized a rule that would significantly expand the scope of the Clean Water Act’s jurisdictional, potential expanding
the areas that would require permits prior to commencing construction or exploration and production activities. This
rule has the potential to adversely affect our U.S. customers, which in turn could decrease demand for our services.
However, in December 2018 the EPA proposed several legal challenges to the rule followed, along with attempts to
stay implementation following the change in presidential administration. Currently, the rule is being implemented in
22 states but is enjoined in 28 states. Recently, in December 2018, the EPA and the Corps proposed a replacement rule
that provides for more limited Clean Water Act Jurisdiction. Several groups have already announced their intentions
to challenge the proposed rule. Therefore, the scope of jurisdiction under the Clean Water Act is uncertain at this time.
The Clean Water Act and analogous state laws provide for administrative, civil and criminal penalties for
unauthorized discharges and, together with the Oil Pollution Act of 1990, impose rigorous requirements for spill
prevention and response planning, as well as substantial potential liability for the costs of removal, remediation, and
damages in connection with any unauthorized discharges. Pursuant to these laws and regulations, we may be required
to obtain and maintain approvals or permits for the discharge of wastewater or storm water from our operations and
may be required to develop and implement spill prevention, control and countermeasure plans, also referred to as
“SPCC plans,” in connection with on-site storage of significant quantities of oil, including refined petroleum products.

Air Emissions

The federal Clean Air Act and comparable state laws regulate emissions of various air pollutants through air emissions
permitting programs and the imposition of other emission control requirements. In addition, the EPA has developed,
and continues to develop, stringent regulations governing emissions of toxic air pollutants at specified sources.
Non-compliance with air permits or other requirements of the federal Clean Air Act and associated state laws and
regulations can result in the imposition of administrative, civil and criminal penalties, as well as the issuance of orders
or injunctions limiting or prohibiting non-compliant operations. Over the next several years, we may be required to
incur certain capital expenditures for air pollution control equipment or other air emissions related issues. For

14
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example, in October 2015, the EPA lowered the National Ambient Air Quality Standard, or NAAQS, for ozone from
75 to 70 parts per billion and completed attainment/nonattainment designation in July 2018. State implementation of
the revised NAAQS could result in stricter air emissions permitting requirements, delay or prohibit our ability to
obtain such permits, and result in increased expenditures for pollution control equipment, the costs of which could be
significant. We do not believe that any of our operations are subject to the federal Clean Air Act permitting or
regulatory requirements for major sources of air emissions, but some of our facilities

15
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could be subject to state “minor source” air permitting requirements and other state regulatory requirements applicable
to air emissions, such as source registration and recordkeeping requirements.

Climate Change

The EPA has determined that emissions of carbon dioxide, methane and other “greenhouse gases” present an
endangerment to public health and the environment because emissions of such gases are contributing to warming of
the Earth’s atmosphere and other climatic changes. Based on these findings, the EPA has begun adopting and
implementing regulations to restrict emissions of greenhouse gases under existing provisions of the federal Clean Air
Act. The EPA has proposed various measures regulating the emission of greenhouse gases, including proposed
performance standards for new and existing power plants, and pre-construction and operating permit requirements for
certain large stationary sources already subject to the Clean Air Act. Many of these actions are currently subject to
legal challenge and we cannot predict what the final scope of federal greenhouse gas regulations may be or the costs
that our operations or the operations of our customers may incur as a result of such regulations. The EPA has also
adopted rules requiring the reporting of greenhouse gas emissions from specified large greenhouse gas emission
sources in the United States, as well as onshore and offshore oil and gas production facilities, on an annual basis.

The EPA had previously finalized standards in June 2016 designed to reduce methane emissions from certain oil and
gas facilities by installing additional pollution controls and requiring enhanced leak detection and repair programs. In
June 2017, the EPA published a proposed rule to stay portions of these 2016 standards for two years and reconsider
the entirety of the 2016 standards, but in July 2017, the U.S. Court of Appeals for the District of Columbia Circuit
ruled that such a stay was unlawful. In September 2018, the EPA proposed amendments to the 2016 standards that
would relax the rule’s fugitive emissions monitoring requirements and expand exceptions to pneumatic pump
requirements, among other changes. Various industry and environmental groups separately challenged the original and
amended methane requirements and the EPA’s attempts to delay implementation of the rules. In addition, in April
2018, several states filed a lawsuit that seeks to compel the EPA to issue methane performance standards for existing
sources in the oil and natural gas source category. These methane rules, to the extent implemented, have the potential
to impose significant costs on our customers. Moreover, as a result of the developments described above, substantial
uncertainty exists with respect to implementation of the EPA’s 2016 methane rule. However, given the long-term trend
toward increasing regulation, future federal greenhouse regulations of the oil and gas industry remain a possibility,
and several states have separately imposed their own regulations on methane emissions from oil and gas production
activities.

While the U.S. Congress has yet to adopt legislation to reduce emissions of greenhouse gases, many of the states have
already taken legal measures to reduce emissions of greenhouse gases. For example, the state of California has
adopted a “cap and trade program” that requires major sources of greenhouse gas emissions to acquire and surrender
emission allowances. The number of allowances available for purchase is reduced each year in an effort to achieve the
overall greenhouse gas emission reduction goal. On an international level, the United States is one of almost 200
nations that, in December 2015, agreed to an international climate change agreement in Paris, France, that calls for
countries to set their own greenhouse gas emissions targets and be transparent about the measures each country will
use to achieve its greenhouse gas emissions targets (‘“Paris Agreement”). The Paris Agreement was signed by the United
States in April 2016 and entered into force on November 4, 2016; however, the Paris Agreement does not impose any
binding obligations on its participants. In August 2017, the U.S. Department of State officially informed the United
Nations of the United States’ intent to withdraw from the Paris Agreement. The Paris Agreement provides for a
four-year exit process beginning when it took effect in November 2016, which would result in an effective exit date of
November 2020. The United States’ adherence to the exit process and/or the terms on which the United States may
reenter the Paris Agreement or a separately negotiated agreement are unclear at this time.

The adoption of legislation or regulatory programs in the U.S. or abroad designed to reduce emissions of greenhouse
gases could require us or our customers to incur increased operating costs, such as costs to purchase and operate

16
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emissions control systems, to acquire emissions allowances, pay carbon taxes, or comply with new regulatory or
reporting requirements. Also, new legislation or regulatory programs related to the control of greenhouse gas
emissions could encourage the use of alternative fuels or otherwise increase the cost of consuming, and thereby reduce
demand for, the oil and gas produced by our customers. Consequently, legislation and regulatory programs to reduce
emissions of greenhouse gases could have an adverse effect on our business, financial condition and results of
operations.
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Recently, activists concerned about the potential effects of climate change have directed their attention at sources of
funding for energy companies, which has resulted in certain financial institutions, funds and other sources of capital
restricting or eliminating or reducing their investment in oil and natural gas activities. Ultimately, this could make it
more difficult to secure funding for exploration, development, production, and acquisition activities, which in turn
could decrease demand for our services and products and adversely affect our business and results of operations.
Shareholder activists have also put forth proposals directly to energy companies that, if successful, could require such
companies to adopt carbon emission reduction targets or otherwise shift their operations away from less carbon
intensive activities. Notwithstanding potential risks related to climate change, the International Energy Agency
estimates that global energy demand will continue to rise and will not peak until after 2040 and that oil and gas will
continue to represent a substantial percentage of global energy use over that time. Finally, it should be noted that some
scientists have concluded that increasing concentrations of greenhouse gases in the Earth’s atmosphere may produce
climate changes that have significant physical effects, such as increased frequency and severity of storms, droughts,
and floods and other extreme weather events. Offshore operations are particularly susceptible to damage from extreme
weather events. If any of the potential effects of climate change were to occur, they could have an adverse effect on
our business, financial condition and results of operations.

Hydraulic Fracturing

Hydraulic fracturing is an important and common practice in the oil and gas industry. The process involves the
injection of water, sand and chemicals under pressure into a formation to fracture the surrounding rock and stimulate
production of hydrocarbons. While we may provide supporting products through Blackhawk, we do not perform
hydraulic fracturing, but many of our onshore customers utilize this technique. Certain environmental advocacy
groups and regulatory agencies have suggested that additional federal, state and local laws and regulations may be
needed to more closely regulate the hydraulic fracturing process, and have made claims that hydraulic fracturing
techniques are harmful to surface water and drinking water resources and may cause earthquakes. Various
governmental entities (within and outside the United States) are in the process of studying, restricting, regulating or
preparing to regulate hydraulic fracturing, directly or indirectly. For example, the EPA has already begun to regulate
certain hydraulic fracturing operations involving diesel under the Underground Injection Control program of the
federal Safe Drinking Water Act. In December 2016, the EPA released its final report on the potential impacts of
hydraulic fracturing on drinking water resources, which concluded “water cycle” activities associated with hydraulic
fracturing may impact drinking water sources “under some circumstances,” noting that the following hydraulic
fracturing water cycle activities and local - or regional - scale factors are more likely than others to result in more
frequent or more severe impacts: water withdrawals for fracturing in times or areas of low water availability; surface
spills during the management of fracturing fluids, chemicals or produced water; injection of fracturing fluids into
wells with inadequate mechanical integrity; injection of fracturing fluids directly into groundwater resources;
discharge of inadequately treated fracturing wastewater to surface waters; and disposal or storage of fracturing
wastewater in unlined pits. Based on the report’s findings, additional regulation of hydraulic fracturing by the EPA
appears unlikely at this time. However, states and local governments may also seek to limit hydraulic fracturing
activities through time, place, and manner restrictions on operations or ban the process altogether. The adoption of
legislation or regulatory programs that restrict hydraulic fracturing could adversely affect, reduce or delay well drilling
and completion activities, increase the cost of drilling and production, and thereby reduce demand for our services.

Employee Health and Safety

We are subject to a number of federal and state laws and regulations, including the Occupational Safety and Health
Act (“OSHA”) and comparable state statutes, establishing requirements to protect the health and safety of workers. In
addition, the OSHA hazard communication standard, the EPA community right-to-know regulations under Title III of
the federal Superfund Amendment and Reauthorization Act and comparable state statutes require that information be
maintained concerning hazardous materials used or produced in our operations and that this information be provided
to employees, state and local government authorities and the public. Substantial fines and penalties can be imposed
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and orders or injunctions limiting or prohibiting certain operations may be issued in connection with any failure to
comply with laws and regulations relating to worker health and safety.

We also operate in non-U.S. jurisdictions, which may impose similar legal requirements. We do not believe that
compliance with existing environmental laws and regulations will have a material adverse impact on us. However, we
also believe that it is reasonably likely that the trend in environmental legislation and regulation will continue toward
stricter standards and, thus, we cannot give any assurance that we will not be adversely affected in the future.

10
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Operating Risk and Insurance

We maintain insurance coverage of types and amounts that we believe to be customary and reasonable for companies
of our size and with similar operations. In accordance with industry practice, however, we do not maintain insurance
coverage against all of the operating risks to which our business is exposed. Therefore, there is a risk our insurance
program may not be sufficient to cover any particular loss or all losses.

Currently, our insurance program includes, among other things, general liability, umbrella liability, sudden and
accidental pollution, personal property, vehicle, workers’ compensation, and employer’s liability coverage. Our
insurance includes various limits and deductibles or retentions, which must be met prior to or in conjunction with
recovery.

Employees

At December 31, 2018, we had approximately 3,100 employees worldwide. We are a party to collective bargaining
agreements or other similar arrangements in certain international areas in which we operate, such as Brazil, Asia
Pacific, Africa and Europe. We consider our relations with our employees to be satisfactory.

Available Information

Our principal executive offices are located at Mastenmakersweg 1, 1786 PB Den Helder, the Netherlands, and our
telephone number at that address is +31 (0)22 367 0000. Our primary U.S. offices are located at 10260 Westheimer
Rd., Houston, Texas 77042, and our telephone number at that address is (281) 966-7300. Our website address is
www.franksinternational.com, and we make available free of charge through our website our Annual Reports on Form
10-K, Proxy Statements, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and all amendments to those
reports, as soon as reasonably practicable after such materials are electronically filed with or furnished to the SEC.
Our website also includes general information about us, including our Corporate Code of Business Conduct and
Ethics, Financial Code of Ethics, Corporate Governance Guidelines, Whistleblower Policy and charters for the Audit
Committee, Compensation Committee and Nominating and Governance Committee of our Board of Supervisory
Directors. We may from time to time provide important disclosures to investors by posting them in the investor
relations section of our website, as allowed by SEC rules. Also, it is our intention to provide disclosure of
amendments and waivers by website posting. Information on our website or any other website is not incorporated by
reference herein and does not constitute a part of this report.

Our common stock is traded on the NYSE under the symbol (“FI”).

Item 1A. Risk Factors

Risks Related to Our Business

You should carefully consider the risks described below together with the other information contained in this Form
10-K. Realization of any of the following risks could have a material adverse effect on our business, financial

condition, cash flows and results of operations.

Our business depends on the level of activity in the oil and gas industry, which is significantly affected by oil and gas
prices and other factors.

Our business depends on the level of activity in oil and gas exploration, development and production in market sectors
worldwide. Oil and gas prices and market expectations of potential changes in these prices significantly affect this
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level of activity. However, higher commodity prices do not necessarily translate into increased drilling or well
construction and completion activity, since customers’ expectations of future commodity prices typically drive demand
for our services. The availability of quality drilling prospects, exploration success, relative production costs, the stage
of reservoir development and political and regulatory environments also affect the demand for our services.
Worldwide military, political and economic events have in the past contributed to oil and gas price volatility and are
likely to do so in the future. The demand for our products and services may be affected by numerous factors,
including:

11
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the level of worldwide oil and gas exploration and production;
the cost of exploring for, producing and delivering oil and gas;
demand for energy, which is affected by worldwide economic activity and population growth;
the level of excess production capacity;
the discovery rate of new oil and gas reserves;
the ability of the Organization of the Petroleum Exporting Countries (“OPEC”) to set and maintain production levels for
oil;
the level of production by non-OPEC countries;
U.S. and global political and economic uncertainty, socio-political unrest and instability or
hostilities;
demand for, availability of and technological viability of, alternative sources of energy; and
technological advances affecting energy exploration, production, transportation and consumption.

Demand for our offshore services substantially depends on the level of activity in offshore oil and gas exploration,
development and production. The level of offshore activity is historically cyclical and characterized by large
fluctuations in response to relatively minor changes in a variety of factors, including oil and gas prices, which could
have a material adverse effect on our business, financial condition and results of operations.

A significant amount of our U.S. onshore business is focused on unconventional shale resource plays. The demand for
those services is substantially affected by oil and gas prices and market expectations of potential changes in these
prices. If commodity prices go below a certain threshold for an extended period of time, demand for our services and
products in the U.S. onshore market could be reduced, which could have a material adverse effect on our business,
financial condition and results of operations.

Oil and gas prices are extremely volatile and have fluctuated during the year ended December 31, 2018, with average
daily prices for New York Mercantile Exchange West Texas Intermediate ranging from a low of approximately
$44/Bbl in December 2018 to a high of approximately $77/Bbl in June 2018. Any actual or anticipated reduction in oil
or gas prices may reduce the level of exploration, drilling and production activities. Prolonged lower oil prices have
resulted in softer demand for our products and services. Further, we have reduced pricing in some of our customer
contracts in light of the volatility of the oil and gas market.

Furthermore, the oil and gas industry has historically experienced periodic downturns, which have been characterized
by reduced demand for oilfield products and services and downward pressure on the prices we charge. A significant
downturn in the oil and gas industry has adversely affected the demand for oilfield services and our business, financial
condition and results of operations.

The recent downturn in the oil and gas industry has negatively affected and will likely continue to affect our ability to
accurately predict customer demand, causing us to potentially hold excess or obsolete inventory and experience a
reduction in gross margins and financial results.

We cannot accurately predict what or how many products our customers will need in the future. Orders are placed
with our suppliers based on forecasts of customer demand and, in some instances, we may establish buffer inventories
to accommodate anticipated demand. Our forecasts of customer demand are based on multiple assumptions, each of
which may introduce errors into the estimates. In addition, many of our suppliers, such as those for certain of our
standardized valves, require a longer lead time to provide products than our customers demand for delivery of our
finished products. If we overestimate customer demand, we may allocate resources to the purchase of material or
manufactured products that we may not be able to sell when we expect to, if at all. As a result, we would hold excess
or obsolete inventory, which would reduce gross margin and adversely affect financial results. Conversely, if we
underestimate customer demand or if insufficient manufacturing capacity is available, we would miss revenue
opportunities and potentially lose market share and damage our customer relationships. In addition, any future
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significant cancellations or deferrals of product orders or the return of previously sold products could materially and
adversely affect profit margins, increase product obsolescence and restrict our ability to fund our operations.

12
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Physical dangers are inherent in our operations and may expose us to significant potential losses. Personnel and
property may be harmed during the process of drilling for oil and gas.

Drilling for and producing oil and gas, and the associated services that we provide, include inherent dangers that may
lead to property damage, personal injury, death or the discharge of hazardous materials into the environment. Many of
these events are outside our control. Typically, we provide services at a well site where our personnel and equipment
are located together with personnel and equipment of our customers and third parties, such as other service providers.
At many sites, we depend on other companies and personnel to conduct drilling operations in accordance with
applicable environmental laws and regulations and appropriate safety standards. From time to time, personnel are
injured or equipment or property is damaged or destroyed as a result of accidents, failed equipment, faulty products or
services, failure of safety measures, uncontained formation pressures, or other dangers inherent in drilling for oil and
gas. Often, our services are deployed on more challenging prospects, particularly deepwater offshore drilling sites,
where the occurrence of the types of events mentioned above can have an even more catastrophic impact on people,
equipment and the environment. Such events may expose us to significant potential losses, which could adversely
affect our business, financial condition and results of operations.

We are vulnerable to risks associated with our offshore operations that could negatively impact our business, financial
condition and results of operations.

We conduct offshore operations in the U.S. Gulf of Mexico and almost every significant international offshore market,
including Africa, the Middle East, Latin America, Europe, the Asia Pacific region and several other producing
regions. Our operations and financial results could be significantly impacted by conditions in some of these areas
because we are vulnerable to certain unique risks associated with operating offshore, including those relating to:

hurricanes, ocean currents and other adverse weather conditions;

terrorist attacks, such as piracy;

failure of offshore equipment and facilities;

{ocal and international political and economic conditions and policies and regulations related to offshore drilling;
uanavailability of offshore drilling rigs in the markets that we operate;

the cost of offshore exploration for, and production and transportation of, oil and gas;

successful exploration for, and production and transportation of, oil and gas from onshore sources;

the availability and rate of discovery of new oil and gas reserves in offshore areas;

the availability of infrastructure to support oil and gas operations; and

the ability of oil and gas companies to generate or otherwise obtain funds for exploration and production.

While the impact of these factors is difficult to predict, any one or more of these factors could adversely affect our
business, financial condition and results of operations.

Our international operations and revenue expose us to political, economic and other uncertainties inherent to
international business.

We have substantial international operations, and we intend to grow those operations further. For the years ended
December 31, 2018, 2017 and 2016, international operations accounted for approximately 46%, 46% and 49%,
respectively, of our revenue. Our international operations are subject to a number of risks inherent in any business
operating in foreign countries, including, but not limited to, the following:

political, social and economic instability;
potential expropriation, seizure or nationalization of assets;

deprivation of contract rights;
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tnability to collect revenues due to shortages of convertible currencys;

unwillingness of foreign governments to make new onshore and offshore areas available for drilling;
civil unrest and protests, strikes, acts of terrorism, war or other armed conflict;

tmport/export quotas;

confiscatory taxation or other adverse tax policies;

continued application of foreign tax treaties;

eurrency exchange controls;

currency exchange rate fluctuations and devaluations;

restrictions on the repatriation of funds; and

other forms of government regulation which are beyond our control.

Instability and disruptions in the political, regulatory, economic and social conditions of the foreign countries in which
we conduct business, including economically and politically volatile areas such as Africa, the Middle East, Latin
America and the Asia Pacific region, could cause or contribute to factors that could have an adverse effect on the
demand for the products and services we provide. Worldwide political, economic, and military events have
contributed to oil and gas price volatility and are likely to continue to do so in the future. Depending on the market
prices of oil and gas, oil and gas exploration and development companies may cancel or curtail their drilling
programs, thereby reducing demand for our services.

While the impact of these factors is difficult to predict, any one or more of these factors could adversely affect our
business, financial condition and results of operations.

To compete in our industry, we must continue to develop new technologies and products to support our operations,
secure and maintain patents related to our current and new technologies and products and protect and enforce our
intellectual property rights.

The markets for our services and products are characterized by continual technological developments. While we
believe that the proprietary products we have developed provide us with technological advances in providing services
to our customers, substantial improvements in the scope and quality of the products in the market we operate may
occur over a short period of time. In addition, alternative products and services may be developed which may compete
with or displace our products and services. If we are not able to develop commercially competitive products in a
timely manner in response, our ability to service our customers’ demands may be adversely affected. Our future ability
to develop new products in order to support our services depends on our ability to design and produce products that
allow us to meet the needs of our customers and third parties on an integrated basis, and obtain and maintain patent
protection.

We may encounter resource constraints, technical barriers, or other difficulties that would delay introduction of new
services and related products in the future. Our competitors may introduce new products or obtain patents before we
do and achieve a competitive advantage. Additionally, the time and expense invested in product development may not
result in commercial applications.

We currently hold multiple U.S. and international patents and have multiple pending patent applications for products
and processes. Patent rights give the owner of a patent the right to exclude third parties from making, using, selling,
and offering for sale the inventions claimed in the patents in the applicable country. Patent rights do not necessarily
grant the owner of a patent the right to practice the invention claimed in a patent, but merely the right to exclude
others from practicing the invention claimed in the patent. It may also be possible for a third party to design around
our patents. Furthermore, patent rights have strict territorial limits. Some of our work will be conducted in
international waters and would, therefore, not fall within the scope of any country’s patent jurisdiction. We may not be
able to enforce our patents against infringement occurring in international waters and other “non-covered” territories.
Also, we do not have patents in every jurisdiction in which we conduct business and our patent portfolio will not
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protect all aspects of our business and may relate to obsolete or unusual methods, which would not prevent third
parties from entering the same market.
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We attempt to limit access to and distribution of our technology and trade secrets by customarily entering into
confidentiality agreements with our employees, customers and potential customers and suppliers. However, our rights
in our confidential information, trade secrets, and confidential know-how will not prevent third parties from
independently developing similar information. Publicly available information (for example, information in expired
issued patents, published patent applications, and scientific literature) can also be used by third parties to
independently develop technology. We cannot provide assurance that this independently developed technology will
not be equivalent or superior to our proprietary technology.

In addition, we may become involved in legal proceedings from time to time to protect and enforce our intellectual
property rights. Third parties from time to time may initiate litigation against us by asserting that the conduct of our
business infringes, misappropriates or otherwise violates intellectual property rights. We may not prevail in any such
legal proceedings related to such claims, and our products and services may be found to infringe, impair,
misappropriate, dilute or otherwise violate the intellectual property rights of others. Any legal proceeding concerning
intellectual property could be protracted and costly and is inherently unpredictable and could have a material adverse
effect on our business, regardless of its outcome. Further, our intellectual property rights may not have the value that
management believes them to have and such value may change over time as we and others develop new product
designs and improvements.

Our operations may be adversely affected by various laws and regulations in countries in which we operate relating to
the equipment and operation of drilling units, oil and gas exploration and development, as well as import and export
activities.

Governments in some foreign countries have been increasingly active in regulating and controlling the ownership of
concessions and companies holding concessions, the exploration for oil and gas and other aspects of the oil and gas
industries in their countries, including local content requirements for participating in tenders for certain tubular and
well construction services. We operate in several of these countries, including Angola, Nigeria, Indonesia, Malaysia,
Brazil and Canada. Many governments favor or effectively require that contracts be awarded to local contractors or
require foreign contractors to employ citizens of, or purchase supplies from, a particular jurisdiction. These practices
may result in inefficiencies or put us at a disadvantage when we bid for contracts against local competitors.

In addition, the shipment of goods, services and technology across international borders subjects us to extensive trade
laws and regulations. Our import and export activities are governed by unique customs laws and regulations in each of
the countries where we operate. Moreover, many countries control the import and export of certain goods, services
and technology and impose related import and 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, and we are also subject to the U.S. anti-boycott law. In
addition, certain anti-dumping regulations in the U.S. and other countries in which we operate may prohibit us from
purchasing pipe from certain suppliers.

The laws and regulations concerning import and export activity, recordkeeping and reporting, import and 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 our operations. An economic downturn may
increase some foreign governments’ efforts to enact, enforce, amend or interpret laws and regulations as a method to
increase revenue. Materials that we import can be delayed and denied for varying reasons, some of which are outside
our 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 these applicable legal
and regulatory 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.
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We may be exposed to unforeseen risks in our services and product manufacturing, which could adversely affect our
results of operations.

We operate a number of manufacturing facilities to support our operations. In addition, we also manufacture certain
products, including large OD pipe connectors and cementing products that we sell directly to external customers. The
equipment and management systems necessary for such operations may break down, perform poorly or fail, resulting
in fluctuations in manufacturing efficiencies. Additionally, some of our U.S. onshore business may be conducted
under fixed
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price or “turnkey” contracts. Under fixed price contracts, we agree to perform a defined scope of work for a fixed price.
Prices for these contracts are based largely upon estimates and assumptions relating to project scope and
specifications, personnel and material needs.

Fluctuations in our manufacturing process and inaccurate estimates and assumptions used in our projects may occur
due to factors out of our control, resulting in cost overruns, which we may be required to absorb and could have a
material adverse effect on our business, financial condition and results of operations. Such fluctuations or incorrect
estimates may affect our ability to deliver services and products to our customers on a timely basis and we may suffer
financial penalties and a diminution of our commercial reputation and future product orders, which could adversely
affect our business, financial condition and results of operations.

We may be unable to employ a sufficient number of skilled and qualified workers to sustain or expand our current
operations.

Our operations require personnel with specialized skills and experience. Our ability to be productive and profitable
will depend upon our ability to employ and retain skilled workers. In addition, our ability to expand our operations
depends in part on our ability to increase the size of our skilled labor force. The demand for skilled workers is high,
the supply can be limited in certain jurisdictions, and the cost to attract and retain qualified personnel has increased
over the past few years. In addition, we are currently a party to collective bargaining or similar agreements in certain
international areas in which we operate, which could result in increases in the wage rates that we must pay to retain
our employees. Furthermore, a significant increase in the wages paid by competing employers could result in a
reduction of our skilled labor force, increases in the wage rates that we must pay, or both. If any of these events were
to occur, our capacity could be diminished, our ability to respond quickly to customer demands or strong market
conditions may be inhibited and our growth potential could be impaired, any of which could have a material adverse
effect on our business, financial condition and results of operations.

We operate in an intensively competitive industry, and if we fail to compete effectively, our business will suffer.

Our competitors may attempt to increase their market share by reducing prices, or our customers may adopt
competing technologies. The drilling industry is driven primarily by cost minimization, and our strategy is aimed at
reducing drilling costs through the application of new technologies. Our competitors, many of whom have a more
diverse product line and access to greater amounts of capital than we do, have the ability to compete against the cost
savings generated by our technology by reducing prices and by introducing competing technologies. Our competitors
may also have the ability to offer bundles of products and services to customers that we do not offer. We have limited
resources to sustain prolonged price competition and maintain the level of investment required to continue the
commercialization and development of our new technologies. Any failure to continue to do so could adversely affect
our business, financial condition or results of operations.

Our business depends upon our ability to source low cost raw materials and components, such as steel castings and
forgings. Increased costs of raw materials and other components may result in increased operating expenses.

Our ability to source low cost raw materials and components, such as steel castings and forgings, is critical to our
ability to manufacture our drilling products competitively and, in turn, our ability to provide onshore and offshore
drilling services. Should our current suppliers be unable to provide the necessary raw materials or components or
otherwise fail to deliver such materials and components timely and in the quantities required, resulting delays in the
provision of products or services to customers could have a material adverse effect on our business.

In particular, we have experienced increased costs in recent years due to rising steel prices. There is also strong

demand within the industry for forgings, castings and outsourced coating services necessary for us to make our
products. We cannot assure that we will be able to continue to purchase these raw materials on a timely basis or at
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historical prices. Our results of operations may be adversely affected by our inability to manage the rising costs and
availability of raw materials and components used in our products.
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We are subject to the risk of supplier concentration.

Certain of our product lines in the Tubular Sales segment and Blackhawk segment depend on a limited number of
third party suppliers. The suppliers for the Tubular Sales segment are concentrated in Japan (2) and Germany (2) and
are vendors for pipe (driven by customer requirements) while the three suppliers for the Blackhawk segment are
concentrated in the U.S. As a result of this concentration in some of our supply chains, our business and operations
could be negatively affected if our key suppliers were to experience significant disruptions affecting the price, quality,
availability or timely delivery of their products. The partial or complete loss of any one of our key suppliers, or a
significant adverse change in the relationship with any of these suppliers, through consolidation or otherwise, would
limit our ability to manufacture or sell certain of our products.

Our services and products are provided in connection with operations that are subject to potential hazards inherent in
the oil and gas industry, and, as a result, we are exposed to potential liabilities that may affect our financial condition
and reputation.

Our services and products are provided in connection with potentially hazardous drilling, completion and production
applications in the oil and gas industry where an accident can potentially have catastrophic consequences. This is
particularly true in deepwater operations. Risks inherent to these applications, such as equipment malfunctions and
failures, equipment misuse and defects, explosions, blowouts and uncontrollable flows of oil, gas or well fluids and
natural disasters, on land or in deepwater or shallow water environments, can cause personal injury, loss of life,
suspension of operations, damage to formations, damage to facilities, business interruption and damage to or
destruction of property, surface water and drinking water resources, equipment, natural resources and the
environment. If our services fail to meet specifications or are involved in accidents or failures, we could face
warranty, contract, fines or other litigation claims, which could expose us to substantial liability for personal injury,
wrongful death, property damage, loss of oil and gas production, pollution and other environmental damages. Our
insurance policies may not be adequate to cover all liabilities. Further, insurance may not be generally available in the
future or, if available, insurance premiums may make such insurance commercially unjustifiable. Moreover, even if
we are successful in defending a claim, it could be time-consuming and costly to defend.

In addition, the frequency and severity of such incidents will affect operating costs, insurability and relationships with
customers, employees and regulators. In particular, our customers may elect not to purchase our services if they view
our safety record as unacceptable, which could cause us to lose customers and substantial revenues. In addition, these
risks may be greater for us because we may acquire companies that have not allocated significant resources and
management focus to safety and have a poor safety record requiring rehabilitative efforts during the integration
process and we may incur liabilities for losses before such rehabilitation occurs.

The imposition of stringent restrictions or prohibitions on offshore drilling by any governing body may have a
material adverse effect on our business.

Events in recent years have heightened environmental and regulatory concerns about the oil and gas industry. From
time to time, governing bodies have enacted and may propose legislation or regulations that would materially limit or
prohibit offshore drilling in certain areas. If laws are enacted or other governmental action is taken that restrict or
prohibit offshore drilling in our expected areas of operation, our expected future growth in offshore services could be
reduced and our business could be materially adversely affected.

For example, in April 2016 the U.S. Bureau of Safety and Environmental Enforcement (“BSEE”) finalized more
stringent standards relating to well control equipment used in connection with offshore well drilling operations. The
standards focus on blowout preventers, along with well design, well control, casing, cementing, real-time well
monitoring, and subsea containment requirements. However, in September 2018, the BSEE published final revisions
to its regulations regarding offshore drilling safety equipment, removing certain requirements such as third-party
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equipment certification and reducing equipment monitoring and reporting obligations. However, government agencies
could issue new safety and environmental guidelines or regulations for drilling in the U.S. Gulf of Mexico that could

disrupt or delay drilling operations, increase the cost of drilling operations or reduce the area of operations for drilling.
Any new regulation could dampen demand for our equipment and services and have an adverse effect on our business.
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We may not be fully indemnified against financial losses in all circumstances where damage to or loss of property,
personal injury, death or environmental harm occur.

As is customary in our industry, our contracts typically provide that our customers indemnify us for claims arising
from the injury or death of their employees, the loss or damage of their equipment, damage to the reservoir and
pollution emanating from the customer’s equipment or from the reservoir (including uncontained oil flow from a
reservoir). Conversely, we typically indemnify our customers for claims arising from the injury or death of our
employees, the loss or damage of our equipment, or pollution emanating from our equipment. Our contracts typically
provide that our customer will indemnify us for claims arising from catastrophic events, such as a well blowout, fire or
explosion.

Our indemnification arrangements may not protect us in every case. For example, from time to time (i) we may enter
into contracts with less favorable indemnities or perform work without a contract that protects us, (ii) our indemnity
arrangements may be held unenforceable in some courts and jurisdictions or (iii) we may be subject to other claims
brought by third parties or government agencies. Furthermore, the parties from which we seek indemnity may not be
solvent, may become bankrupt, may lack resources or insurance to honor their indemnities, or may not otherwise be
able to satisfy their indemnity obligations to us. The lack of enforceable indemnification could expose us to significant
potential losses.

Further, our assets generally are not insured against loss from political violence such as war, terrorism or civil unrest.
If any of our assets are damaged or destroyed as a result of an uninsured cause, we could recognize a loss of those
assets.

We may incur liabilities, fines, penalties or additional costs, or we may be unable to provide services to certain
customers, if we do not maintain safe operations.

If we fail to comply with safety regulations or maintain an acceptable level of safety in connection with our tubular or
other well construction services, we may incur civil fines, penalties or other liabilities or may be held criminally
liable. We expect to incur additional costs over time to upgrade equipment or conduct additional training or otherwise
incur costs in connection with compliance with safety regulations. Failure to maintain safe operations or achieve
certain safety performance metrics could disqualify us from doing business with certain customers, particularly major
oil companies. Because we provide tubular and other well construction services to a large number of major oil
companies, any such failure could adversely affect our business, financial condition and results of operations.

Our business is dependent on our ability to provide highly reliable and safe equipment. If our equipment does not
meet statutory regulations, or equipment certification requirements, and/or our clients do not accept the quality of our
equipment, we could encounter loss of contracts and/or loss of reputation, which could materially impact our
operations and profitability. Further, the failure of our equipment could subject us to litigation, regulatory fines and/or
adverse customer reaction. In addition, equipment certification requirements vary by region and changes in these
requirements could impact our ability to operate in certain markets if our tools do not comply with these requirements.

The industry in which we operate is undergoing continuing consolidation that may impact results of operations.

Some of our largest customers have consolidated in recent years and are using their size and purchasing power to
achieve economies of scale and pricing concessions. This consolidation may result in reduced capital spending by
such customers or the acquisition of one or more of our other primary customers, which may lead to decreased
demand for our products and services. If we cannot maintain sales levels for customers that have consolidated or
replace such revenues with increased business activities from other customers, this consolidation activity could have a
significant negative impact on our business, financial condition and results of operations. We are unable to predict
what effect consolidations in our industry may have on prices, capital spending by customers, selling strategies,
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competitive position, ability to retain customers or ability to negotiate favorable agreements with customers.
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Our operations and our customers’ operations are subject to a variety of governmental laws and regulations that may
increase our costs, limit the demand for our services and products or restrict our operations.

Our business and our customers’ businesses may be significantly affected by:

federal, state and local and non-U.S. laws and other regulations relating to oilfield operations, worker safety and
protection of the environment and natural resources;

changes in these laws and regulations; and

the level of enforcement of these laws and regulations.

In addition, we depend on the demand for our services and products from the oil and gas industry. This demand is
affected by changing taxes, price controls and other laws and regulations relating to the oil and gas industry in general.
For example, the adoption of laws and regulations curtailing exploration and development drilling for oil and gas for
economic or other policy reasons could adversely affect our operations by limiting demand for our products. In
addition, some non-U.S. countries may adopt regulations or practices that give advantage to indigenous oil companies
in bidding for oil leases, or require indigenous companies to perform oilfield services currently supplied by
international service companies. To the extent that such companies are not our customers, or we are unable to develop
relationships with them, our business may suffer. We cannot determine the extent to which our future operations and
earnings may be affected by new legislation, new regulations or changes in existing regulations.

Because of our non-U.S. operations and sales, we are also subject to changes in non-U.S. laws and regulations that
may encourage or require hiring of local contractors or require non-U.S. contractors to employ citizens of, or purchase
supplies from, a particular jurisdiction. If we fail to comply with any applicable law or regulation, our business,
financial condition and results of operations may be adversely affected.

Our business is dependent on capital spending by our customers, and reductions in capital spending could have a
material adverse effect on our business.

Any change in capital expenditures by our customers or reductions in their capital spending could directly impact our
business by reducing demand for our products and services and could have a material adverse effect on our business.
Our customers are subject to risks which, in turn, could impact our business, including volatile oil and gas prices,
difficulty accessing capital on economically advantageous terms and adverse developments in their own business or
operations. With respect to national oil company customers, we are also subject to risk of policy, regime and
budgetary changes.

An inability to obtain visas and work permits for our employees on a timely basis could negatively affect our
operations and have an adverse effect on our business.

Our ability to provide services worldwide depends on our ability to obtain the necessary visas and work permits for
our personnel to travel in and out of, and to work in, the jurisdictions in which we operate. Governmental actions in
some of the jurisdictions in which we operate may make it difficult for us to move our personnel in and out of these
jurisdictions by delaying or withholding the approval of these permits. If we are not able to obtain visas and work
permits for the employees we need for conducting our tubular and other well construction services on a timely basis,
we might not be able to perform our obligations under our contracts, which could allow our customers to cancel the
contracts. If our customers cancel some of our contracts, and we are unable to secure new contracts on a timely basis
and on substantially similar terms, our business, financial condition and results of operations could be materially
adversely affected.
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Our operations are subject to environmental and operational safety laws and regulations that may expose us to
significant costs and liabilities.

Our operations are subject to numerous stringent and complex laws and regulations governing the discharge of
materials into the environment, health and safety aspects of our operations, or otherwise relating to occupational
health and safety and environmental protection. These laws and regulations may, among other things, regulate the
management and disposal of hazardous and non-hazardous wastes; require acquisition of environmental permits
related to our operations; restrict the types, quantities, and concentrations of various materials that can be released into
the environment; limit or prohibit operational activities in certain ecologically sensitive and other protected areas;
regulate specific health and safety criteria addressing worker protection; require compliance with operational and
equipment standards; impose testing, reporting and record-keeping requirements; and require remedial measures to
mitigate pollution from former and ongoing operations. Failure to comply with these laws and regulations or to obtain
or comply with permits may result in the assessment of administrative, civil and criminal penalties, imposition of
remedial or corrective action requirements and the imposition of injunctions to limit or prohibit certain activities or
force future compliance. Certain environmental laws may impose joint and several liability, without regard to fault or
legality of conduct, on classes of persons who are considered to be responsible for the release of a hazardous
substance into the environment.

Analogous or stricter laws exist in other countries where we operate. The trend in environmental regulation has been
to impose increasingly stringent restrictions and limitations on activities that may impact the environment. Some
countries have even established constitutional rights relating to the environment. The implementation of new laws and
regulations could result in materially increased costs, stricter standards and enforcement, larger fines and liability and
increased capital expenditures and operating costs, particularly for our customers.

Our operations in countries outside of the United States are subject to a number of U.S. federal laws and regulations,
including restrictions imposed by the Foreign Corrupt Practices Act, as well as trade sanctions administered by the
Office of Foreign Assets Control and the Commerce Department.

We operate internationally and in some countries with high levels of perceived corruption commonly gauged
according to the Transparency International Corruption Perceptions Index. We must comply with complex foreign and
U.S. laws including the United States Foreign Corrupt Practices Act (“FCPA”), the UK Bribery Act 2010 and the United
Nations Convention Against Corruption, which prohibit engaging in certain activities to obtain or retain business or to
influence a person working in an official capacity. We do business and may in the future do additional business in
countries and regions in which we may face, directly or indirectly, corrupt demands by officials, tribal or insurgent
organizations, or by private entities in which corrupt offers are expected or demanded. Furthermore, many of our
operations require us to use third parties to conduct business or to interact with people who are deemed to be
governmental officials under the anticorruption laws. Thus, we face the risk of unauthorized payments or offers of
payments or other things of value by our employees, contractors or agents. It is our policy to implement compliance
procedures to prohibit these practices. However, despite those safeguards and any future improvements to them, our
employees, contractors, and agents may engage in conduct for which we might be held responsible, regardless of
whether such conduct occurs within or outside the United States. We may also be held responsible for any violations
by an acquired company that occur prior to an acquisition, or subsequent to the acquisition but before we are able to
institute our compliance procedures. In addition, our non-U.S. competitors that are not subject to the FCPA or similar
anticorruption laws may be able to secure business or other preferential treatment in such countries by means that such
laws prohibit with respect to us. A violation of any of these laws, even if prohibited by our policies, may result in
severe criminal and/or civil sanctions and other penalties, and could have a material adverse effect on our business.
Actual or alleged violations could damage our reputation, be expensive to defend, and impair our ability to do
business.
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We are currently conducting an internal investigation of the operations of certain of our foreign subsidiaries in West
Africa for possible violations of the FCPA, our policies and other applicable laws, and in June 2016, we voluntarily
disclosed the existence of our extensive internal review to the SEC, the U.S. Department of Justice (“DOJ”’) and other
governmental entities. We are unable to predict the ultimate resolution of these matters before the SEC and DOJ.
Adverse action by these government agencies could have a material adverse effect on our business.
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Compliance with U.S. regulations on trade sanctions and embargoes administered by the United States Department of
the Treasury’s Office of Foreign Assets Control also poses a risk to us. We cannot provide products or services to
certain countries subject to U.S. or other international trade sanctions. Furthermore, the laws and regulations
concerning import activity, export recordkeeping and reporting, export control and economic sanctions are complex
and constantly changing. Any failure to comply with applicable legal and regulatory trading obligations could result in
criminal and civil penalties and sanctions, such as fines, imprisonment, debarment from governmental contracts,
seizure of shipments and loss of import and export privileges.

Compliance with and changes in laws could be costly and could affect operating results.

We have operations in the U.S. and in approximately 50 countries that can be impacted by expected and unexpected
changes in the legal and business environments in which we operate. Political instability and regional issues in many
of the areas in which we operate may contribute to such changes with greater significance or frequency. Our ability to
manage our compliance costs and compliance programs will impact our business, financial condition and results of
operations. Compliance-related issues could also limit our ability to do business in certain countries. Changes that
could impact the legal environment include new legislation, new regulations, new policies, investigations and legal
proceedings and new interpretations of existing legal rules and regulations, in particular, changes in export control
laws or exchange control laws, additional restrictions on doing business in countries subject to sanctions and changes
in laws in countries where we operate or intend to operate.

Restrictions on emissions of greenhouse gases could increase our operating costs or reduce demand for our products
and services.

Environmental advocacy groups and regulatory agencies in the United States and other countries have focused
considerable attention on emissions of carbon dioxide, methane and other greenhouse gases (“GHGs”) and their
potential role in climate change. The EPA has adopted regulations to reduce GHG emissions under existing provisions
of the federal Clean Air Act. For example, in June 2016, the EPA finalized rules that establish new controls for
emissions of methane, known as Subpart OOOQa, for new, modified or reconstructed sources in the oil and natural
gas source category. However, there have been attempts to modify these regulations, and litigation concerning the
regulations is ongoing. The BLM finalized similar rules in November 2016; however, in September 2018, the BLM
issued a final rule rescinding the agency’s 2016 methane rule, and litigation challenging the rescission is pending. As a
result, future implementation of these federal methane rules remains uncertain at this time. However, given the long
term trend towards stricter regulations of GHG:e, it is likely that some form of federal methane regulation may be
proposed again in the future. Some oil and gas producing states also have methane emission control requirements. To
the extent implemented, these rules have the potential to impose significant costs on our customers.

While Congress has from time to time considered legislation to reduce emissions of GHGs, no significant legislation
to reduce GHG emissions has been adopted at the federal level. In the absence of federal climate legislation, a number
of state and regional GHG reduction efforts have emerged, either through emission cap and trade programs or legal
requirements for the promotion of renewable energy. Analogous or stricter regulations exist in many of the other
countries in which we provide services. For example, the European Union (“EU”) Emissions Trading System requires
companies in many industries, including oil and gas production, to redeem allowances to cover their GHG emissions.
Separately, in December 2018, the EU finalized a second Renewable Energy Directive, which requires member states
to fulfill 32% of their energy demand from renewable sources by 2030. The adoption of additional legislation or
regulatory programs to reduce emissions of greenhouse gases could require us to incur increased operating costs and
could reduce demand for hydrocarbons that our customers produce. Consequently, legislation and regulatory programs
to reduce emissions of greenhouse gases could have an adverse effect on our business, financial condition and results
of operations.
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Moreover, activists concerned about the potential effects of climate change have directed their attention at sources of
funding for fossil-fuel energy companies, which has resulted in certain sources of capital restricting or eliminating
their investment in oil and natural gas activities. Additionally, activist shareholders have introduced proposals that
may seek to force companies to adopt aggressive emission reduction targets or restrict more carbon-intensive
activities. While we cannot predict the outcomes of such proposals, they could make it more difficult for operators to
engage in exploration and production activities, ultimately reducing demand for our services. Notwithstanding
potential risks related to climate change, the
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International Energy Agency estimates that global energy demand will continue to rise and will not peak until 2040
and that oil and gas will continue to represent a substantial percentage of global energy use over that time. Finally,
many scientists have concluded that increasing concentrations of greenhouse gases in the Earth’s atmosphere may
produce climate changes that have significant physical effects, such as increased frequency and severity of storms,
droughts, and floods and other extreme weather events. Offshore operations are particularly susceptible to damage
from extreme weather events. If any of the potential effects of climate change were to occur, they could have an
adverse effect on our business, financial condition and results of operations.

We face risks related to natural disasters and pandemic diseases, which could result in severe property damage or
materially and adversely disrupt our operations and affect travel required for our worldwide operations.

Some of our operations involve risks of, among other things, property damage, which could curtail our operations. For
example, disruptions in operations or damage to a manufacturing plant could reduce our ability to produce products
and satisfy customer demand. In particular, we have offices and manufacturing facilities in Houston, Texas and
Houma and Lafayette, Louisiana as well as in various places throughout the Gulf Coast region of the United States.
These offices and facilities are particularly susceptible to severe tropical storms, hurricanes and flooding, which may
disrupt our operations. If one or more manufacturing facilities we own are damaged by severe weather or any other
disaster, accident, catastrophe or event, our operations could be significantly interrupted. Similar interruptions could
result from damage to production or other facilities that provide supplies or other raw materials to our plants or other
stoppages arising from factors beyond our control. These interruptions might involve significant damage to, among
other things, property, and repairs might take from a week or less for a minor incident to many months or more for a
major interruption.

In addition, a portion of our business involves the movement of people and certain parts and supplies to or from
foreign locations. Any restrictions on travel or shipments to and from foreign locations, due to the occurrence of
natural disasters such as earthquakes, floods or hurricanes, or an epidemic or outbreak of diseases in these locations,
could significantly disrupt our operations and decrease our ability to provide services to our customers. In addition,
our local workforce could be affected by such an occurrence or outbreak which could also significantly disrupt our
operations and decrease our ability to provide services to our customers.

Our business could be negatively affected by cybersecurity threats and other disruptions.

We rely heavily on information systems to conduct and protect our business. These information systems are
increasingly subject to sophisticated cybersecurity threats such as unauthorized access to data and systems, loss or
destruction of data (including confidential customer information), computer viruses, or other malicious code, phishing
and cyberattacks, and other similar events. These threats arise from numerous sources, not all of which are within our
control, including fraud or malice on the part of third parties, accidental technological failure, electrical or
telecommunication outages, failures of computer servers or other damage to our property or assets, or outbreaks of
hostilities or terrorist acts.

Given the rapidly evolving nature of cyber threats, there can be no assurance that the systems we have designed and
implemented to prevent or limit the effects of cyber incidents or attacks will be sufficient in preventing all such
incidents or attacks, or avoiding a material impact to our systems when such incidents or attacks do occur. If we were
to be subject to a cyber incident or attack, it could result in the disclosure of confidential or proprietary customer
information, theft or loss of intellectual property, damage to our reputation with our customers and the market, failure
to meet customer requirements or customer dissatisfaction, theft or exposure to litigation, damage to equipment
(which could cause environmental or safety issues) and other financial costs and losses. In addition, as cybersecurity
threats continue to evolve, we may be required to devote additional resources to continue to enhance our protective
measures or to investigate or remediate any cybersecurity vulnerabilities.
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Our exposure to currency exchange rate fluctuations may result in fluctuations in our cash flows and could have an
adverse effect on our financial condition and results of operations.

From time to time, fluctuations in currency exchange rates could be material to us depending upon, among other

things, the principal regions in which we provide our services and products. For the year ended December 31, 2018,
onaU.S.

22

43



Edgar Filing: FRANK'S INTERNATIONAL N.V. - Form 10-K

dollar-equivalent basis, approximately 24% of our revenue was represented by currencies other than the U.S. dollar. In
particular, we are sensitive to fluctuations in currency exchange rates between the U.S. dollar and each of the Euro,
Norwegian Krone, British Pound, Canadian Dollar and Brazilian Real. There may be instances in which costs and
revenue will not be matched with respect to currency denomination. As a result, to the extent that we continue our
expansion on a global basis, as expected, we expect that increasing portions of revenue, costs, assets and liabilities
will be subject to fluctuations in foreign currency valuations. We may experience economic loss and a negative impact
on earnings or net assets solely as a result of foreign currency exchange rate fluctuations. Further, the markets in
which we operate could restrict the removal or conversion of the local or foreign currency, resulting in our inability to
hedge against these risks.

Seasonal and weather conditions could adversely affect demand for our services and operations.

Weather can have a significant impact on demand as consumption of energy is seasonal, and any variation from

normal weather patterns, such as cooler or warmer summers and winters, can have a significant impact on demand.
Adverse weather conditions, such as hurricanes and ocean currents in the U.S. Gulf of Mexico or typhoons in the Asia
Pacific region, may interrupt or curtail our operations, or our customers’ operations, cause supply disruptions and result
in a loss of revenue and damage to our equipment and facilities, which may or may not be insured. Extreme winter
conditions in Canada, Russia, or the North Sea, or droughts in more arid regions in which we do business may

interrupt or curtail our operations, or our customers’ operations, and result in a loss of revenue.

Legislation or regulations restricting the use of hydraulic fracturing could reduce demand for our services.

Hydraulic fracturing is an important and common practice in the oil and gas industry. The process involves the
injection of water, sand and chemicals under pressure into a formation to fracture the surrounding rock and stimulate
production of hydrocarbons. While we do not perform hydraulic fracturing, many of our customers utilize this
technique. Certain environmental advocacy groups and regulatory agencies have suggested that additional federal,
state and local laws and regulations may be needed to more closely regulate the hydraulic fracturing process, and have
made claims that hydraulic fracturing techniques are harmful to surface water and drinking water resources and may
cause earthquakes. Various governmental entities (within and outside the United States) are in the process of studying,
restricting, regulating or preparing to regulate hydraulic fracturing, directly or indirectly. For example, in December
2016, the EPA released its final report on the potential impacts of hydraulic fracturing on drinking water resources,
which concluded that “water cycle” activities associated with hydraulic fracturing may impact drinking water sources
under certain limited circumstances. In addition, the BLM finalized rules in March 2015 that impose new or more
stringent standards for performing hydraulic fracturing on federal and American Indian lands, but this rule was
repealed in December 2017. Litigation concerning this rescission is ongoing. The adoption of legislation or regulatory
programs that restrict hydraulic fracturing could adversely affect, reduce or delay well drilling and completion
activities, increase the cost of drilling and production, and thereby reduce demand for our services.

Customer credit risks could result in losses.

The concentration of our customers in the energy industry may impact our overall exposure to credit risk as customers
may be similarly affected by prolonged changes in economic and industry conditions. Those countries that rely
heavily upon income from hydrocarbon exports would be hit particularly hard by a drop in oil prices. Further, laws in
some jurisdictions in which we operate could make collection difficult or time consuming. We perform ongoing credit
evaluations of our customers and do not generally require collateral in support of our trade receivables. While we
maintain reserves for potential credit losses, we cannot assure such reserves will be sufficient to meet write-offs of
uncollectible receivables or that our losses from such receivables will be consistent with our expectations.

Furthermore, some of our customers may be highly leveraged and subject to their own operating and regulatory risks,
which increases the risk that they may default on their obligations to us. To the extent one or more of our key
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customers is in financial distress or commences bankruptcy proceedings, contracts with these customers may be
subject to renegotiation or rejection under applicable provisions of the United States Bankruptcy Code and similar
international laws. Any material nonpayment or nonperformance by our key customers could adversely affect our
business, financial condition and results of operations.
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If our long-lived assets, goodwill, other intangible assets and other assets are impaired, we may be required to record
significant non-cash charges to our earnings.

We recognize impairments of goodwill when the fair value of any of our reporting units becomes less than its carrying
value. Our estimates of fair value are based on assumptions about future cash flows of each reporting unit, discount
rates applied to these cash flows and current market estimates of value. Based on the uncertainty of future revenue
growth rates, gross profit performance, and other assumptions used to estimate our reporting units’ fair value, future
reductions in our expected cash flows could cause a material non-cash impairment charge of goodwill, which could
have a material adverse effect on our results of operations and financial condition.

We also have certain long-lived assets, other intangible assets and other assets which could be at risk of impairment or
may require reserves based upon anticipated future benefits to be derived from such assets. Any change in the
valuation of such assets could have a material effect on our profitability.

We may be unable to identify or complete acquisitions or strategic alliances.

We expect that acquisitions and strategic alliances will be an important element of our business strategy going
forward. We can give no assurance that we will be able to identify and acquire additional businesses or negotiate with
suitable venture partners in the future on terms favorable to us or that we will be able to integrate successfully the
assets and operations of acquired businesses with our own business. Any inability on our part to integrate and manage
the growth of acquired businesses may have a material adverse effect on our business, financial condition and results
of operations.

Our executive officers and certain key personnel are critical to our business, and these officers and key personnel may
not remain with us in the future.

Our future success depends in substantial part on our ability to hire and retain our executive officers and other key
personnel who possess extensive expertise, talent and leadership and are critical to our success. The diminution or loss
of the services of these individuals, or other integral key personnel affiliated with entities that we acquire in the future,
could have a material adverse effect on our business. Furthermore, we may not be able to enforce all of the provisions
in any agreement we have entered into with certain of our executive officers, and such agreements may not otherwise
be effective in retaining such individuals. In addition, we may not be able to retain key employees of entities that we
acquire in the future. This may impact our ability to successfully integrate or operate the assets we acquire.

Control of oil and gas reserves by state-owned oil companies may impact the demand for our services and create
additional risks in our operations.

Much of the world’s oil and gas reserves are controlled by state-owned oil companies, and we provide services and
products for a number of those companies. State-owned oil companies may require their contractors to meet local
content requirements or other local standards, such as joint ventures, that could be difficult or undesirable for us to
meet. The failure to meet the local content requirements and other local standards may adversely impact our
operations in those countries. In addition, our ability to work with state-owned oil companies is subject to our ability
to negotiate and agree upon acceptable contract terms.

Restrictions in the agreement governing the New ABL Credit Facility could adversely affect our business, financial
condition and results of operations.

On November 5, 2018, FICV, Frank's International, LLC and Blackhawk, as borrowers, and FINV, certain of FINV's
subsidiaries, including FICV, Frank’s International, LLC, Blackhawk, Frank's International GP, LLC, Frank's
International, LP, Frank's International LP B.V., Frank's International Partners B.V., Frank's International
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Management B.V., Blackhawk Intermediate Holdings, LL.C, Blackhawk Specialty Tools, LLC, and Trinity Tool
Rentals, L.L.C., as guarantors, entered into a five-year senior secured revolving credit facility (the “New ABL Credit
Facility”’) with JPMorgan Chase Bank, N.A., as administrative agent (the “ABL Agent”), and other financial institutions
as lenders with total commitments of $100.0 million, including up to $15.0 million available for letters of credit. The
operating and financial restrictions in the New ABL Credit Facility and any future financing agreements could restrict
our ability to finance future operations or capital needs,
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or otherwise pursue our business activities. For example, the New ABL Credit Facility limits our and our subsidiaries’
ability to, among other things:

tncur debt or issue guarantees;

tncur or permit certain liens to exist;

make certain investments, acquisitions or other restricted payments;
dispose of assets;

engage in certain types of transactions with affiliates;

merge, consolidate or transfer all or substantially all of our assets; and
prepay certain indebtedness.

Furthermore, the New ABL Credit Facility contains a covenant requiring us to maintain a minimum fixed charge
coverage ratio of 1.0 to 1.0 based on the ratio of (a) consolidated EBITDA (as defined therein) minus unfinanced
capital expenditures to (b) Fixed Charges (as defined therein) when availability under the New ABL Credit Facility
falls below the greater of (a) $12.5 million and (b) 15% of the lesser of the borrowing base and aggregate
commitments. Accounts receivable received by FINV’s U.S. subsidiaries that are parties to the New ABL Credit
Facility will be deposited into deposit accounts subject to deposit control agreements in favor of the ABL Agent. In
the event FINV does not maintain the minimum fixed charge coverage ratio discussed above, these deposit accounts
would be subject to “springing” cash dominion.

In addition, any borrowings under the New ABL Credit Facility may be at variable rates of interest that expose us to
interest rate risk. If interest rates increase, our debt service obligations on the variable rate indebtedness will increase
even though the amount borrowed will remain the same, and our net income and cash flows will correspondingly
decrease.

A failure to comply with the covenants in the agreement governing the New ABL Credit Facility could result in an
event of default, which, if not cured or waived, would permit the exercise of remedies against us that could have a
material adverse effect on our business, results of operations and financial position. Remedies under the New ABL
Credit Facility include foreclosure on the collateral securing the indebtedness and termination of the commitments
under the New ABL Credit Facility, and any outstanding borrowings under the New ABL Credit Facility may be
declared immediately due and payable.

Please see “Management’s Discussion & Analysis of Financial Condition and Results of Operation—Liquidity and Capital
Resources—Credit Facilities.”

Risks Related to Our Corporate Structure

We are a holding company and our sole material assets are our direct and indirect equity interests in our operating
subsidiaries, and we are accordingly dependent upon distributions from such subsidiaries to pay taxes, make payments
under the tax receivable agreement (“TRA”), and pay dividends.

We are a holding company and have no material assets other than our direct and indirect equity interests in our
operating subsidiaries. We have no independent means of generating revenue. We intend to cause our subsidiaries to
make distributions in an amount sufficient to cover (i) all applicable taxes at assumed tax rates, (ii) payments under
the TRA we entered into with Mosing Holdings in connection with the IPO and (iii) dividends, if any, declared by us.
To the extent that we need funds and our subsidiaries are restricted from making such distributions under applicable
law or regulation or under the terms of their financing or other contractual arrangements, or is otherwise unable to
provide such funds, it could materially adversely affect our liquidity and financial condition.
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The Mosing family holds a majority of the total voting power of the Company’s common stock (the “FINV Stock™) and,
accordingly, could have substantial control over our management and affairs.

The Mosing family (either individually or through various holding entities of the Mosing family members) currently
collectively owns approximately 62% of the total voting power entitled to vote at annual or special meetings. While
the Mosing family members have terminated a voting agreement with respect to the shares they own, the Mosing
family has the ability (but not the requirement) to designate on an annual basis who will comprise our Board of
Supervisory Directors nominated to the shareholders based on the amount of shares that they collectively own.
Moreover, pursuant to our amended and restated articles of association, our board of directors will consist of no more
than nine individuals. The Mosing family has the right to recommend one director for nomination to the supervisory
board for each 10% of the outstanding FINV Stock they collectively beneficially own, up to a maximum of five
directors. The remaining directors are nominated by our supervisory board. Our supervisory board currently consists
of nine members, three of whom are members of the Mosing family. The existence of significant shareholders may
also have the effect of deterring hostile takeovers, delaying or preventing changes in control or changes in
management, or limiting the ability of our other shareholders to approve transactions that they may deem to be in the
best interests of our company. So long as the Mosing family continues to own a significant amount of the FINV Stock,
even if such amount represents less than 50% of the aggregate voting power, they will continue to be able to influence
matters requiring shareholder approval, regardless of whether or not other shareholders believe that the transaction is
in their own best interests.

The Mosing family may have interests that conflict with holders of shares of our common stock.

The Mosing family may have conflicting interests with other holders of shares of our common stock. For example, the
Mosing family may have different tax positions from us or other holders of shares of our common stock which could
influence their decisions regarding whether and when to cause us to dispose of assets, whether and when to cause us to
incur new or refinance existing indebtedness, especially in light of the existence of the TRA that we entered into in
connection with the IPO. In addition, the structuring of future transactions may take into consideration the Mosing
family’s tax or other considerations even where no similar benefit would accrue to us.

We are required under the TRA to pay Mosing Holdings or its permitted transferees for certain tax benefits we may
claim, and the amounts we may pay could be significant.

We entered into the TRA with FICV and Mosing Holdings in connection with the IPO. This agreement generally
provides for the payment by us of 85% of actual reductions, if any, in payments of U.S. federal, state and local income
tax or franchise tax in periods after the IPO as a result of (i) the tax basis increases resulting from the transfer of FICV
interests to us in connection with the conversion of shares of Preferred Stock into shares of our common stock and

(i1) imputed interest deemed to be paid by us as a result of, and additional tax basis arising from, payments under the
TRA. In addition, the TRA provides for interest earned from the due date (without extensions) of the corresponding
tax return to the date of payment specified by the TRA.

The payment obligations under the TRA are our obligations and are not obligations of FICV. The term of the TRA
continues until all such tax benefits have been utilized or expired, unless we exercise our sole right to terminate the
TRA early.

Estimating the timing of payments that may be made under the TRA is by its nature imprecise, insofar as the
calculation of amounts payable depends on a variety of factors. The timing of any payments under the TRA will vary
depending upon a number of factors, including the amount and timing of the taxable income we realize in the future
and the tax rate then applicable, our use of loss carryovers and the portion of our payments under the TRA constituting
imputed interest or depreciable or amortizable basis. We expect that the payments that we will be required to make
under the TRA will be substantial. There may be a substantial negative impact on our liquidity if, as a result of timing
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discrepancies or otherwise, (i) the payments under the TRA exceed the actual benefits we realize in respect of the tax
attributes subject to the TRA or (ii) distributions to us by FICV are not sufficient to permit us to make payments under
the TRA subsequent to the payment of our taxes and other obligations. The payments under the TRA are not
conditioned upon a holder of rights under a TRA having a continued ownership interest in either FICV or us. While
we may defer payments under the TRA to the extent we do not have sufficient cash to make such payments, except in
the case of an acceleration of payments thereunder occurring
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in connection with an early termination of the TRA or certain mergers or changes of control, any such unpaid
obligation will accrue interest. Additionally, during any such deferral period, we are prohibited from paying dividends
on our common stock.

In certain cases, payments under the TRA to Mosing Holdings or its permitted transferees may be accelerated or
significantly exceed the actual benefits, if any, we realize in respect of the tax attributes subject to the TRA.

The TRA provides that we may terminate it early. If we elect to exercise our sole right to terminate the TRA early, we
are required to make an immediate payment equal to the present value of the anticipated future tax benefits subject to
the TRA (based upon certain assumptions and deemed events set forth in the TRA, including the assumption that we
have sufficient taxable income to fully utilize such benefits and that any interests in FICV that Mosing Holdings or its
transferees own on the termination date are deemed to be exchanged on the termination date). Any early termination
payment may be made significantly in advance of the actual realization, if any, of such future benefits. In addition,
payments due under the TRA are similarly accelerated following certain mergers or other changes of control. In these
situations, our obligations under the TRA could have a substantial negative impact on our liquidity and could have the
effect of delaying, deferring or preventing certain mergers, asset sales, other forms of business combinations or other
changes of control. For example, if the TRA were terminated on December 31, 2018, the estimated termination
payment would be approximately $44.6 million (calculated using a discount rate of 5.87%). The foregoing number is
merely an estimate and the actual payment could differ materially. There can be no assurance that we will be able to
finance our obligations under the TRA. If we were unable to finance our obligations due under the TRA, we would be
in breach of the agreement. Any such breach could adversely affect our business, financial condition or results of
operations.

Payments under the TRA will be based on the tax reporting positions that we will determine. If the Internal Revenue
Service (the “IRS”) were to successfully challenge a tax basis increase or other benefits arising under the TRA, the
holders of rights under the TRA will not reimburse us for any payments previously made under the TRA if such basis
increases or other benefits are subsequently disallowed, except that excess payments made to any such holder will be
netted against payments otherwise to be made, if any, to such holder after our determination of such excess. As a
result, in such circumstances, we could make payments that are greater than our actual cash tax savings, if any, and
may not be able to recoup those payments, which could adversely affect our liquidity.

Risks Related to Our Common Stock

Future sales of our common stock in the public market could lower our stock price, and any additional capital raised
by us through the sale of equity may dilute your ownership in us.

As of February 18, 2019, we had 224,455,806 outstanding shares of our common stock. We may sell additional shares
of common stock in subsequent public offerings. Members of the Mosing family own, both directly and indirectly,
approximately 62% of our total outstanding FINV Stock. All of these shares may be sold into the market in the future.

We cannot predict the size of future issuances of our common stock or the effect, if any, that future issuances and
sales of shares of our common stock will have on the market price of our common stock. Sales of substantial amounts
of our common stock (including shares issued in connection with an acquisition), or the perception that such sales
could occur, may adversely affect prevailing market prices of our common stock.

Our declaration of dividends is within the discretion of our management board, with the approval of our supervisory
board, and subject to certain limitations under Dutch law, and there can be no assurance that we will pay dividends.

Our dividend policy is within the discretion of our management board, with the approval of our supervisory board,
and the amount of future dividends, if any, will depend upon various factors, including our results of operations,
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financial condition, capital requirements and investment opportunities. We can provide no assurance that we will pay
dividends on our common stock. No dividends on our common stock will accrue in arrears. In addition, Dutch law
contains certain restrictions on a company’s ability to pay cash dividends, and we can provide no assurance that those
restrictions will not prevent us from paying a dividend in future periods.
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As a Dutch company with limited liability, the rights of our shareholders may be different from the rights of
shareholders in companies governed by the laws of U.S. agencies.

We are a Dutch company with limited liability (Naamloze Vennootschap). Our corporate affairs are governed by our
articles of association and by the laws governing companies incorporated in the Netherlands. The rights of
shareholders and the responsibilities of members of our management board and supervisory board may be different
from those in companies governed by the laws of U.S. jurisdictions.

For example, resolutions of the general meeting of shareholders may be taken with majorities different from the
majorities required for adoption of equivalent resolutions in, for example, Delaware corporations. Although
shareholders will have the right to approve legal mergers or demergers, Dutch law does not grant appraisal rights to a
company’s shareholders who wish to challenge the consideration to be paid upon a legal merger or demerger of a
company.

In addition, if a third party is liable to a Dutch company, under Dutch law shareholders generally do not have the right
to bring an action on behalf of the company or to bring an action on their own behalf to recover damages sustained as
a result of a decrease in value, or loss of an increase in value, of their ordinary shares. Only in the event that the cause
of liability of such third party to the company also constitutes a tortious act directly against such shareholder and the
damages sustained are permanent, may that shareholder have an individual right of action against such third party on
its own behalf to recover damages. The Dutch Civil Code provides for the possibility to initiate such actions
collectively. A foundation or an association whose objective, as stated in its articles of association, is to protect the
rights of persons having similar interests may institute a collective action. The collective action cannot result in an
order for payment of monetary damages but may result in a declaratory judgment (verklaring voor recht), for example
declaring that a party has acted wrongfully or has breached a fiduciary duty. The foundation or association and the
defendant are permitted to reach (often on the basis of such declaratory judgment) a settlement which provides for
monetary compensation for damages. A designated Dutch court may declare the settlement agreement binding upon
all the injured parties, whereby an individual injured party will have the choice to opt-out within the term set by the
court (at least three months). Such individual injured party, may also individually institute a civil claim for damages
within the before mentioned term.

Furthermore, certain provisions of Dutch corporate law have the effect of concentrating control over certain corporate
decisions and transactions in the hands of our management board and supervisory board. As a result, holders of our
shares may have more difficulty in protecting their interests in the face of actions by members of our management
board and supervisory board than if we were incorporated in the United States.

In the performance of its duties, our management board and supervisory board will be required by Dutch law to act in
the interest of the company and its affiliated business, and to consider the interests of our company, our shareholders,
our employees and other stakeholders in all cases with reasonableness and fairness. It is possible that some of these
parties will have interests that are different from, or in addition to, interests of our shareholders.

Our articles of association and Dutch corporate law contain provisions that may discourage a takeover attempt.

Provisions contained in our amended and restated articles of association and the laws of the Netherlands could make it
more difficult for a third party to acquire us, even if doing so might be beneficial to our shareholders. Provisions of
our articles of association impose various procedural and other requirements, which could make it more difficult for
shareholders to effect certain corporate actions. Among other things, these provisions:

authorize our management board, with the approval of our supervisory board, for a period of five years (which ends

on May 19, 2022, unless extended) to issue common stock, including for defensive purposes, without shareholder
approval; and
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do not provide for shareholder action by written consent, thereby requiring all shareholder actions to be taken at a
general meeting of shareholders.

These provisions, alone or together, could delay hostile takeovers and changes in control of our company or changes

in our management.
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It may be difficult for you to obtain or enforce judgments against us or some of our executive officers and directors in
the United States or the Netherlands.

We were formed under the laws of the Netherlands and, as such, the rights of holders of our ordinary shares and the
civil liability of our directors will be governed by the laws of the Netherlands and our amended and restated articles of
association.

In the absence of an applicable convention between the United States and the Netherlands providing for the reciprocal
recognition and enforcement of judgments (other than arbitration awards and divorce decrees) in civil and commercial
matters, a judgment rendered by a court in the United States will not automatically be recognized by the courts of the
Netherlands. In principle, the courts of the Netherlands will be free to decide, at their own discretion, if and to what
extent a judgment rendered by a court in the United States should be recognized in the Netherlands.

Without prejudice to the above, in order to obtain enforcement of a judgment rendered by a United States court in the
Netherlands, a claim against the relevant party on the basis of such judgment should be brought before the competent
court of the Netherlands. During the proceedings such court will assess, when requested, whether a foreign judgment
meets the above conditions. In the affirmative, the court may order that substantive examination of the matter shall be
dispensed with. In such case, the court will confine itself to an order reiterating the foreign judgment against the party
against whom it had been obtained. Otherwise, a new substantive examination will take place.

In all of the above situations, we note the following rules as applied by Dutch courts:

where all other elements relevant to the situation at the time of the choice are located in a country other than the
country whose law has been chosen, the choice of the parties shall not prejudice the application of provisions of the
law of that other country which cannot be derogated from by agreement;

the overriding mandatory provisions of the law of the courts remain applicable (irrespective of the law chosen);
effect may be given to overriding mandatory provisions of the law of the country where the obligations arising out of
the relevant transaction documents have to be or have been performed, insofar as those overriding mandatory
provisions render the performance of the contract unlawful; and

the application of the law of any jurisdiction may be refused if such application is manifestly incompatible with the
public policy (openbare orde) of the courts.

Under our amended and restated articles of association, we will indemnify and hold our officers and directors
harmless against all claims and suits brought against them, subject to limited exceptions. Under our amended and
restated articles of association, to the extent allowed by law, the rights and obligations among or between us, any of
our current or former directors, officers and employees and any current or former shareholder will be governed
exclusively by the laws of the Netherlands and subject to the jurisdiction of Dutch courts, unless those rights or
obligations do not relate to or arise out of their capacities listed above. Although there is doubt as to whether U.S.
courts would enforce such provision in an action brought in the United States under U.S. securities laws, this
provision could make judgments obtained outside of the Netherlands more difficult to have recognized and enforced
against our assets in the Netherlands or jurisdictions that would apply Dutch law. Insofar as a release is deemed to
represent a condition, stipulation or provision binding any person acquiring our ordinary shares to waive compliance
with any provision of the Securities Act or of the rules and regulations of the SEC, such release will be void.

Tax Risks

Changes in tax laws, treaties or regulations or adverse outcomes resulting from examination of our tax returns could
adversely affect our financial results.

Our future effective tax rates could be adversely affected by changes in tax laws, treaties and regulations, both in the
United States and internationally. Tax laws, treaties and regulations are highly complex and subject to interpretation.
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Consequently, we are subject to changing tax laws, treaties and regulations in and between countries in which we
operate or are resident. Our income tax expense is based upon the interpretation of the 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, could
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result in a materially higher tax expense or a higher effective tax rate on our worldwide earnings. If any country
successfully challenges our income tax filings based on our structure, or if we otherwise lose a material tax dispute,
our effective tax rate on worldwide earnings could increase substantially and our financial results could be materially
adversely affected.

U.S. tax authorities could treat us as a “passive foreign investment company,” which could have adverse U.S. federal
income 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 for any taxable year 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 certain rents and

royalties which are received from unrelated parties in connection with the active conduct of a trade or business, but

does not include income derived from the performance of services. 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 interests in the PFIC.

We believe that we will not be a PFIC for the current taxable year or for any future taxable year. However, this
involves a facts and circumstances analysis and it is possible that the IRS would not agree with our conclusion, or the
U.S. tax laws could change significantly.

U.S. “anti-inversion” tax laws could negatively affect our results and could result in a reduced amount of foreign tax
credit for U.S. holders.

Under rules contained in U.S. tax law, we would be subject to tax as a U.S. corporation in the event that we acquire
substantially all of the assets of a U.S. corporation and the equity owners of that U.S. corporation own at least 80%
(calculated without regard for any stock issued in a public offering) of our stock by reason of holding stock in the U.S.
corporation.

We acquired the assets of Mosing Holdings (a Delaware limited liability company); however, the ownership of

Mosing Holdings in our stock, taking into account common stock that Mosing Holdings is deemed to own under the
“stock equivalent” rules, is below the 80% standard for the application of the rules. Accordingly, we do not believe these
rules should apply.

There can be no assurance that the IRS will not challenge our determination that these rules are inapplicable. In the
event that these rules were applicable, we would be subject to U.S. federal income tax on our worldwide income,
which would negatively impact our cash available for distribution and the value of our common stock. Application of
the rules could also adversely affect the ability of a U.S. holder to obtain a U.S. tax credit with respect to any Dutch
withholding tax imposed on a distribution.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

In order to design, manufacture and service the proprietary products that support our operations, as well as those that

we offer for sale directly to external customers, we maintain several manufacturing and service facilities around the
world. Though our manufacturing and service capabilities are primarily concentrated in the U.S., we currently provide

58



Edgar Filing: FRANK'S INTERNATIONAL N.V. - Form 10-K

our services and products in approximately 50 countries.
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The following table details our material facilities by segment, owned or leased by us as of December 31, 2018.

. Leasedor _ . . R
Location Owned Principal/Most Significant Use
All Segments
Houston, Texas Leased  Corporate office
Den Helder, the Netherlands Owned Regional operations and administration

U.S. Services and Tubular Sales

Segments
.. Regional operations, manufacturing, engineering and
Lafayette, Louisiana Owned glonat op & eng £
administration
New Iberia, Louisiana Leased Regional operations
International Services Segment
Aberdeen, Scotland Owned Regional operations, engineering and administration
Dubai, United Arab Emirates Leased Regional operations and administration
Kuala Lumpur, Malaysia Leased Regional operations and administration
Macaé, Brazil Leased Regional operations and administration
Blackhawk Segment
Houma, Louisiana Leased  Regional operations, manufacturing and administration

Our largest manufacturing facility is located in Lafayette, Louisiana, where we manufacture a substantial portion of
our tubular handling tools. The facility serves our U.S. Services segment in the U.S. Gulf of Mexico and our Tubular
Sales segment. The Lafayette facility is our global headquarters for the design and manufacture of our equipment and
is situated on a total of 170 acres. The main facility occupies 148 acres and consists of manufacturing, operations, pipe
storage, training and administration. The remaining 22 acres located off of the main campus consists of
manufacturing, warehousing and administration. There is a total of 16 buildings onsite and 16 buildings offsite. Our
manufacturing operations occupy 15 of the 32 buildings, with the remaining buildings dedicated to administration,
training and other operational tasks. The main administrative building within the facility is approximately 172,636
square feet. We believe the facilities that we currently occupy are suitable for their intended use.

Item 3. Legal Proceedings

We are the subject of lawsuits and claims arising in the ordinary course of business from time to time. A liability is
accrued when a loss is both probable and can be reasonably estimated. We had no material accruals for loss
contingencies, individually or in the aggregate, as of December 31, 2018. We believe the probability is remote that the
ultimate outcome of these matters would have a material adverse effect on our financial position, results of operations
or cash flows. See Note 18—Commitments and Contingencies in the Notes to Consolidated Financial Statements, which
are incorporated herein by reference to Part II, Item 8 “Financial Statements and Supplementary Data” of this Form
10-K.

We are conducting an internal investigation of the operations of certain of our foreign subsidiaries in West Africa
including possible violations of the FCPA, our policies and other applicable laws. In June 2016, we voluntarily
disclosed the existence of our extensive internal review to the SEC, the DOJ and other governmental entities. It is our
intent to continue to fully cooperate with these agencies and any other applicable authorities in connection with any
further investigation that may be conducted in connection with this matter. To date, our review has not indicated that
there has been any material impact on our previously filed financial statements, although we have continued to collect
information and cooperate with the authorities.
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In addition, during the course of the investigation, we discovered historical business transactions (and bids to enter

into business transactions) in certain countries that may have been subject to U.S. and other international sanctions.

We disclosed this information to the U.S. Department of Commerce’s Bureau of Industry and Security, Office of

Export Enforcement (“OEE”) and to the U.S. Department of the Treasury’s Office of Foreign Assets Control (“OFAC”) (as
well as to the agencies involved in our ongoing investigation discussed above). We received a No Action Letter dated
April 20, 2018 from OEE,
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stating that OEE had closed its investigation without taking further action. In addition, we received a No Action Letter
dated April 23, 2018 from OFAC, stating that OFAC had closed its investigation without taking further action.

As disclosed above, our investigation into possible violations of the FCPA remains ongoing, and it is our intent to
continue to cooperate with the SEC, DOJ and other relevant governmental entities in connection therewith. At this
time, we are unable to predict the ultimate resolution of these matters with these agencies, including any financial
impact to us. Our board and management are committed to continuously enhancing our internal controls that support
improved compliance and transparency throughout our global operations.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information

Our common stock is traded on the NYSE under the symbol “FI”.

On February 18, 2019, we had 224,455,806 shares of common stock outstanding. The common shares outstanding at
February 18, 2019 were held by approximately 29 record holders. The actual number of shareholders is greater than

the number of holders of record.

See Part 111, Item 12, “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters” for discussion of equity compensation plans.

Dividend Policy

The declaration and payment of future dividends will be at the discretion of the Board of Supervisory Directors and
will depend upon, among other things, future earnings, general financial condition, liquidity, capital requirements and
general business conditions. Accordingly, there can be no assurance that we will pay dividends. On October 27, 2017,
the Board of Managing Directors of the Company, with the approval of the Board of Supervisory Directors of the
Company, approved a plan to suspend the Company’s quarterly dividend in order to preserve capital for various
purposes, including to invest in growth opportunities.

Unregistered Sales of Equity Securities

We did not have any sales of unregistered equity securities during the year ended December 31, 2018 that we have not
previously reported on a Quarterly Report on Form 10-Q or a Current Report on Form 8-K.

Issuer Purchases of Equity Securities

None.
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Performance Graph

The following performance graph compares the performance of our common stock to the PHLX Oil Service Sector
Index, Russell 2000 Index and to a peer group established by management. The peer group consists of the following
companies: Baker Hughes Inc., Core Laboratories N.V., Diamond Offshore Drilling, Inc., Dril-Quip, Inc., Ensco plc,
Forum Energy Technologies, Inc., Halliburton Company, Helmerich & Payne, Inc., Hornbeck Offshore Services, Inc.,
Nabors Industries Ltd., National Oilwell Varco, Inc., Oceaneering International, Inc., Patterson-UTI Energy, Inc.,
Rowan Companies plc, Schlumberger N.V., Transocean Ltd. and Weatherford International Ltd.

The graph below compares the cumulative total return to holders of our common stock with the cumulative total
returns of the PHLX Oil Service Sector Index, Russell 2000 Index and our peer group for the period from

December 31, 2013 through December 31, 2018. The graph assumes that the value of the investment in our common
stock was $100 at December 31, 2013 and for each index (including reinvestment of dividends) and tracks the return
on the investment through December 31, 2018. The shareholder return set forth herein is not necessarily indicative of
future performance.

*$100 invested on 12/31/2013, including reinvestment of dividends.

Fiscal year ending December 31.

The performance graph above and related information shall not be deemed “soliciting material” or to be “filed” with the
SEC, nor shall such information be incorporated by reference into any future filing under the Securities Act or the
Exchange Act, except to the extent that we specifically incorporate by reference.
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Item 6. Selected Financial Data

The selected consolidated financial information contained below is derived from our Consolidated Financial
Statements and should be read in conjunction with Part II, Item 7, “Management's Discussion and Analysis of Financial
Condition and Results of Operations” and our audited Consolidated Financial Statements that are included in this Form
10-K. Our historical results are not necessarily indicative of our results to be expected in any future period.

Year Ended December 31,

2018 2017 2016 2015 2014

(in thousands, except per share amounts)
Financial Statement Data:

Revenue $522,493 $454,795 $487,531 $974,600 $1,152,632
Net income (loss) (90,733 ) (159,457 ) (156,079 ) 106,110 229,312
Total assets 1,193,929 1,261,769 1,588,061 1,726,838 1,758,681
Debt 5,627 4,721 276 7,321 304

Total equity 1,034,772 1,115,901 1,311,319 1,451,426 1,472,536
Earnings Per Share Information:

Basic income (loss) per common share $0.41 ) $0.72 ) $0.77 ) $0.51 $1.03
Diluted income (loss) per common share $0.41 ) $0.72 ) $0.77 ) $0.50 $1.03
Weighted average common shares outstanding:

Basic 223999 222940 176,584 154,662 153,814
Diluted 223999 222940 176,584 209,152 207,828
Cash dividends per common share $— $0.225 $0.45 $0.60 $0.45
Other Data:

Adjusted EBITDA (D $33,232  $5,715 $25,031 $319,086 $451,513

Adjusted EBITDA is a supplemental non-GAAP financial measure that is used by management and external users
of our financial statements, such as industry analysts, investors, lenders and rating agencies. For a definition and a

(1) reconciliation of Adjusted EBITDA to our income from continuing operations, its most directly comparable
financial measure presented in accordance with GAAP, see Part II, Item 7, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations - How We Evaluate Our Operations - Adjusted EBITDA and
Adjusted EBITDA Margin.”
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operation

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the consolidated financial statements and the related notes thereto included in Part II, Item 8,
“Financial Statements and Supplementary Data” included in this Form 10-K.

This section contains forward-looking statements that are based on management’s current expectations, estimates and
projections about our business and operations, and involve risks and uncertainties. Our actual results may differ
materially from those currently anticipated and expressed in such forward-looking statements because of various
factors, including those described in the sections titled “Cautionary Note Regarding Forward-Looking Statements,” Part
I, Item 1A, “Risk Factors” and elsewhere in this Form 10-K.

Overview of Business

We are a global provider of highly engineered tubular services, tubular fabrication and specialty well construction and
well intervention solutions to the oil and gas industry and have been in business for 80 years. We provide our services
and products to leading exploration and production companies in both offshore and onshore environments, with a
focus on complex and technically demanding wells.

We conduct our business through four operating segments:

International Services. We currently provide our tubular services in approximately 50 countries on six continents. Our
customers in these international markets are primarily large exploration and production companies, including
integrated oil and gas companies and national oil and gas companies, and other oilfield services companies.

U.S. Services. We provide tubular services in the active onshore oil and gas drilling regions in the U.S., including the
Permian Basin, Eagle Ford Shale, Haynesville Shale, Marcellus/Utica Shale, Niobrara Shale, Woodford Shale, Green
River Basin and Uintah Basin, as well as in the U.S. Gulf of Mexico.

Tubular Sales. We design, manufacture and distribute large OD pipe, connectors and casing attachments and sell large
OD pipe originally manufactured by various pipe mills. We also provide specialized fabrication and welding services
tn support of offshore projects, including drilling and production risers, flowlines and pipeline end terminations, as
well as long-length tubulars (up to 300 feet in length) for use as caissons or pilings. This segment also designs and
manufactures proprietary equipment for use in our International and U.S. Services segments.

Blackhawk. We provide well construction and well intervention services and products, in addition to cementing tool
.expertise, in the U.S. and Mexican Gulf of Mexico, onshore U.S. and other select international locations. Blackhawk’s
customer base consists primarily of major and independent oil and gas companies as well as other oilfield services
companies.

How We Generate Our Revenue
The majority of our services revenues are derived primarily from providing tubular services, which involves the
handling and installation of multiple joints of pipe to establish a cased wellbore and the installation of smaller

diameter pipe inside a cased wellbore.

In contrast, our product revenues are derived from sales of certain products, including large OD pipe connectors and
large OD pipe manufactured by third parties, directly to external customers.
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Our Blackhawk revenues are derived from well construction and well intervention services and products. The
revenues have historically been split evenly between service revenue and product revenue.

In addition, our customers typically reimburse us for transportation costs that we incur in connection with transporting
our products and equipment from our staging areas to the customers’ job sites.
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Outlook

Despite recent headwinds, in 2019 we expect to see increased customer spending globally on oil and natural gas
exploration and production in response to the continued stabilization of commodity prices. Much of the anticipated
increase in spending will continue to be associated with U.S. onshore projects, although we anticipate the rate of
spending outside of U.S. onshore to increase in 2019. Activity in the deep and ultra-deep offshore markets is expected
to see some modest improvement in 2019, and pricing of newly sanctioned projects is estimated to be marginally
higher than recent trends. In many international offshore shelf markets, we are seeing increased activity as operators
are increasingly seeing improved economics at current commodity prices. In response, we will continue our efforts to
expand products and services historically weighted to the U.S. market to international markets, reducing costs through
operational efficiency gains and prioritizing projects that improve market share and profitability.

For our offshore businesses, both in the U.S. and internationally, we expect the trend of the last few years of less
predictable, shorter-term projects to stabilize, if not reverse slightly in 2019. In 2018, we made significant market
share gains globally and expect to continue to maintain those gains in certain markets, but competitive pricing is likely
to persist that could result in lower growth in both revenue and margins.

Our onshore operations are expected to see sequential improvement, particularly in the U.S. onshore market, as
drilling activity levels remain robust. The increase in demand for our services combined with a leaner cost structure is
expected to result in higher revenues and improved profitability for this business in 2019.

The Tubular Sales segment is primarily driven by specialized needs of our customers and the timing of projects,
specifically in the Gulf of Mexico. We expect to benefit from increased sales in select international markets that are
predicted to supplement our flat to slightly down outlook in the offshore Gulf of Mexico.

The Blackhawk segment product and service lines are expected to see meaningful improvement in 2019. The U.S.
onshore products and services will likely improve significantly from the expansion of new physical presence into new
basins previously underrepresented. The growth of Blackhawk into international offshore markets is expected to see a
significant sequential improvement as new equipment is built, certified and deployed in these markets. However, the
U.S. Gulf of Mexico market expects to see continued headwinds as operator activity is expected to be flat to slightly
down.

Overall, our market outlook continues to be modestly improved. The onshore markets in the U.S. are stable and we are
expecting higher activity from select international offshore markets. We expect to continue to deploy new tools and
services into select international markets with historical underrepresentation by the Blackhawk and Tubular Sales
segments. We remain in a very strong position financially with a significant cash balance relative to our debt.

How We Evaluate Our Operations

We use a number of financial and operational measures to routinely analyze and evaluate the performance of our
business, including revenue, Adjusted EBITDA, Adjusted EBITDA margin and safety performance.

Revenue

We analyze our revenue growth by comparing actual monthly revenue to our internal projections for each month to
assess our performance. We also assess incremental changes in our monthly revenue across our operating segments to
identify potential areas for improvement.

Adjusted EBITDA and Adjusted EBITDA Margin
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We define Adjusted EBITDA as net income (loss) before interest income, net, depreciation and amortization, income
tax benefit or expense, asset impairments, gain or loss on disposal of assets, foreign currency gain or loss,
equity-based compensation, unrealized and realized gain or loss, the effects of the TRA, other non-cash adjustments

and other charges or credits. Adjusted EBITDA margin reflects our Adjusted EBITDA as a percentage of our
revenues. We review Adjusted
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EBITDA and Adjusted EBITDA margin on both a consolidated basis and on a segment basis. We use Adjusted
EBITDA and Adjusted EBITDA margin to assess our financial performance because it allows us to compare our
operating performance on a consistent basis across periods by removing the effects of our capital structure (such as
varying levels of interest expense), asset base (such as depreciation and amortization), items outside the control of our
management team (such as income tax and foreign currency exchange rates) and other charges outside the normal
course of business. Adjusted EBITDA and Adjusted EBITDA margin have limitations as analytical tools and should
not be considered as an alternative to net income (loss), operating income (loss), cash flow from operating activities or
any other measure of financial performance presented in accordance with generally accepted accounting principles in
the U.S. (“GAAP”).

The following table presents a reconciliation of Adjusted EBITDA and Adjusted EBITDA margin to net loss for each
of the periods presented (in thousands):

Year Ended December 31,

2018 2017 2016
Net loss $(90,733) $(159,457) $(156,079)
Interest income, net 4,243 ) (2,309 ) (2,073 )
Depreciation and amortization 111,292 122,102 114,215
Income tax expense (benefit) (2,950 ) 72,918 (25,643 )
(Gain) loss on disposal of assets (1,309 ) (2,045 ) 1,117
Foreign currency (gain) loss 5,675 (2,075 ) 10,819
TRA related adjustments (1) 1,359 (122,515 ) —
Charges and credits 14,141 99,096 82,675
Adjusted EBITDA $33,232 $5,715 $25,031
Adjusted EBITDA margin 6.4 % 1.3 % 5.1 %

(1) Please see Note 13—Related Party Transactions in the Notes to Consolidated Financial Statements for further
discussion.
Comprised of Equity-based compensation expense (2018: $10,621; 2017: $13,862; 2016: $15,978), Mergers and
acquisition expense (2018: $58; 2017: $459; 2016: $13,784), Severance and other charges (credits), net (2018:
(2)$(310); 2017: $75,354; 2016: $46,406), Unrealized and realized (gains) losses (2018: $(1,682); 2017: $2,791;
2016: $110), Investigation-related matters (2018: $5,454; 2017: $6,143; 2016: $6,397) and Other adjustments
(2018: none; 2017: $487; 2016: none).

Safety Performance

Safety is our primary core value. Maintaining a strong safety record is a critical component of our operational success.
Many of our customers have safety standards we must satisfy before we can perform services. As a result, we
continually monitor and improve our safety performance through the evaluation of safety observations, job and
customer surveys, and safety data. The primary measure for our safety performance is the tracking of the Total
Recordable Incident Rate (“TRIR”). TRIR is a measure of the rate of recordable workplace injuries, normalized on the
basis of 100 full time employees for an annual period. The factor is derived by multiplying the number of recordable
injuries in a calendar year by 200,000 and dividing this value by the total hours actually worked in the year. A
recordable injury includes occupational death, nonfatal occupational illness, and other occupational injuries that
involve loss of consciousness, lost time injuries, restriction of work or motion cases, transfer to another job, or
medical treatment cases other than first aid.

The table below presents our worldwide TRIR for the years ended December 31, 2018, 2017 and 2016:
Year Ended
December 31,
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20182017 2016

TRIR0.84 0.57 0.87
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Results of Operations

The following table presents our consolidated results for the periods presented (in thousands):

Year Ended December 31,

2018 2017 2016
Revenues:
Services $416,781 $364,061 $397,369
Products 105,712 90,734 90,162
Total revenue 522,493 454,795 487,531
Operating expenses:
Cost of revenues, exclusive of depreciation and amortization
Services 265,688 223,222 246,652
Products 84,429 87,200 70,616
General and administrative expenses 155,584 163,704 171,887
Depreciation and amortization 111,292 122,102 114,215
Severance and other charges (credits), net (310 ) 75,354 46,406
(Gain) loss on disposal of assets (1,309 ) (2,045 ) 1,117
Operating loss (92,881 ) (214,742 ) (163,362 )
Other income (expense):
TRA related adjustments (1) (1,359 ) 122,515 —
Other income 2,047 1,763 4,170
Interest income, net 4,243 2,309 2,073
Mergers and acquisition expense (58 ) (459 ) (13,784 )
Foreign currency gain (loss) (5,675 ) 2,075 (10,819 )
Total other income (expense) (802 ) 128,203 (18,360 )
Loss before income taxes (93,683 ) (86,539 ) (181,722 )
Income tax expense (benefit) (2,950 ) 72,918 (25,643 )
Net loss (90,733 ) (159,457 ) (156,079 )
Less: Net loss attributable to noncontrolling interest — — (20,741 )
Net loss attributable to Frank’s International N.V. $(90,733 ) $(159,457) $(135,338)

() Please see Note 13—Related Party Transactions in the Notes to Consolidated Financial Statements for further
discussion.

Consolidated Results of Operations
Year Ended December 31, 2018 Compared to Year Ended December 31, 2017

Revenues. Revenues from external customers, excluding intersegment sales, for the year ended December 31, 2018
increased by $67.7 million, or 14.9%, to $522.5 million from $454.8 million for the year ended December 31, 2017.
Revenues increased across all of our segments primarily as a result of improved activity levels, particularly in the
western hemisphere. Revenues for our segments are discussed separately below under the heading “Operating Segment
Results.”

Cost of revenues, exclusive of depreciation and amortization. Cost of revenues for the year ended December 31, 2018

increased by $39.7 million, or 12.8%, to $350.1 million from $310.4 million for the year ended December 31, 2017.
The increase was primarily due to higher activity levels and mix of work in the U.S. Services and Blackhawk
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segments, partially offset by productivity actions taken in 2017 and 2018.
General and administrative expenses. General and administrative (“G&A”) expenses for the year ended December 31,

2018 decreased by $8.1 million, or 5.0%, to $155.6 million from $163.7 million for the year ended December 31,
2017,

39

73



Edgar Filing: FRANK'S INTERNATIONAL N.V. - Form 10-K

primarily due to lower professional fees and stock-based compensation expense, as well as reduced expenses
associated with aircraft sold in 2017.

Depreciation and amortization. Depreciation and amortization for the year ended December 31, 2018 decreased by
$10.8 million, or 8.9%, to $111.3 million from $122.1 million for the year ended December 31, 2017, as a result of a
lower depreciable base due to decreased capital expenditures in recent years.

Severance and other charges (credits), net. Severance and other charges (credits), net for the year ended December 31,
2018 changed by $75.7 million to a credit of $0.3 million from a charge of $75.4 million for the year ended
December 31, 2017. In 2017, we recorded impairments of our pipe and connectors inventory of $51.2 million and
accounts receivable write offs of $15.0 million related to Venezuela, Nigeria and Angola. During the fourth quarter of
2017, management decided to significantly reduce our footprint in Nigeria and Angola by exiting certain bases and
temporarily abandoning our investment in Venezuela. In 2018, we recovered $4.9 million of previously written off
receivables from a customer in Angola. See Note 19—Severance and Other Charges (Credits), net in the Notes to
Consolidated Financial Statements for additional information.

Foreign currency gain (loss). Foreign currency gain (loss) for the year ended December 31, 2018 changed by $7.8
million to a loss of $5.7 million from a gain of $2.1 million for the year ended December 31, 2017. The change in
foreign currency results was primarily driven by the strengthening of the U.S. dollar against other currencies.

Income tax expense (benefit). Income tax expense (benefit) for the year ended December 31, 2018 changed by $75.9
million to a benefit of $3.0 million from an expense of $72.9 million for the year ended December 31, 2017. The
effective income tax rate was 3.1% and (84.3)% for the years ended December 31, 2018 and December 31, 2017,
respectively. The change from 2017 to 2018 was primarily because in 2017 we: (1) recorded valuation allowances
against our net deferred tax assets, (2) reversed deferred taxes in conjunction with the derecognition of the TRA, and
(3) recorded the effect of a change in U.S. federal income tax rates on our deferred tax assets and liabilities. In
addition, in 2018 we recorded a deferred tax benefit in conjunction with the reorganization of our intercompany
leasing operations. Excluding these one-time items, the effective income tax rate and income tax expense (benefit) for
2017 would have been 57.4% and $(49.7) million, respectively and the effective income tax rate and income tax
expense (benefit) for 2018 would have been 8.8% and $(8.3) million, respectively. The change from 2017 to 2018,
excluding one-time items, is primarily due to changes in the jurisdictional mix of earnings and the application of the
reduced U.S. tax rate of 21% to our U.S. operations.

We are subject to many U.S. and foreign tax jurisdictions and many tax agreements and treaties among the various
taxing authorities. Our operations in these jurisdictions are taxed on various bases such as income before taxes,
deemed profits (which is generally determined using a percentage of revenues rather than profits) and withholding
taxes based on revenues; consequently, the relationship between our pre-tax income from operations and our income
tax provision varies from period to period.

Year Ended December 31, 2017 Compared to Year Ended December 31, 2016

Revenues. Revenues from external customers, excluding intersegment sales, for the year ended December 31, 2017
decreased by $32.7 million, or 6.7%, to $454.8 million from $487.5 million for the year ended December 31, 2016.
The decrease was primarily attributable to lower revenues in the majority of our segments due to declining activity as
depressed oil and gas prices resulted in reduced rig count in offshore markets, downward pricing pressures, rig
cancellations and delays as well as deferred work scopes in the International and offshore U.S. Services regions.
Tubular Sales decreased due to lower international demand and decreased deepwater fabrication revenue. The
decreased revenues were partially offset by an increase in revenues from our Blackhawk segment of $61.0 million
resulting from our acquisition of Blackhawk in November 2016 and improved U.S. onshore revenues. See Note
3—Acquisitions and Divestitures in the Notes to Consolidated Financial Statements for additional information on our
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Blackhawk acquisition. Revenues for our segments are discussed separately below under the heading “Operating
Segment Results.”

Cost of revenues, exclusive of depreciation and amortization. Cost of revenues for the year ended December 31, 2017
decreased by $6.8 million, or 2.2%, to $310.4 million from $317.3 million for the year ended December 31, 2016. The
decrease was primarily due to lower cost of product sales in our Tubular Sales segment driven by lower activity
volumes
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and cost cutting initiatives, partially offset by $26.6 million in additional cost of revenues related to our Blackhawk
acquisition, which was acquired in November 2016.

General and administrative expenses. General and administrative (“G&A”) expenses for the year ended December 31,
2017 decreased by $8.2 million, or 4.8%, to $163.7 million from $171.9 million for the year ended December 31,
2016, primarily due to the bad debt expense related to Venezuelan receivables in 2016, a reduction in compensation
and benefit related expenses, and one-time property tax credits earned in 2017, partially offset by higher I'T expenses
and increased G&A expense related to the Blackhawk acquisition. Expense related to the write-off of Venezuelan
receivables in 2017 is included in severance and other charges (credits), net.

Depreciation and amortization. Depreciation and amortization for the year ended December 31, 2017 increased by
$7.9 million, or 6.9%, to $122.1 million from $114.2 million for the year ended December 31, 2016. The increase was
primarily attributable to our Blackhawk acquisition, partially offset by a lower depreciable base as a result of asset
retirements during the fourth quarter of 2016.

Severance and other charges (credits), net. Severance and other charges (credits), net for the year ended December 31,
2017 increased $28.9 million, or 62.4%, to $75.4 million, primarily due to impairments of our pipe and connectors
inventory of $51.2 million and accounts receivable write offs of $15.0 million related to Venezuela, Nigeria and
Angola. During the fourth quarter of 2017, management decided to significantly reduce our footprint in Nigeria and
Angola by exiting certain bases and temporarily abandoning our investment in Venezuela. This was partially offset by
lower severance and other costs of $13.8 million and lower fixed asset retirements and abandonments of $23.4 million
as compared to the prior year. See Note 19—Severance and Other Charges (Credits), net in the Notes to Consolidated
Financial Statements for additional information.

Foreign currency gain (loss). Foreign currency gain (loss) for the year ended December 31, 2017 changed by $12.9
million to a gain of $2.1 million from a loss of $10.8 million for the year ended December 31, 2016. The change was
primarily due to the devaluation of the Nigerian Naira during 2016.

Income tax expense (benefit). Income tax expense (benefit) for the year ended December 31, 2017 changed by $98.6
million to an expense of $72.9 million from a benefit of $25.6 million for the year ended December 31, 2016. The
effective income tax rate was (84.3)% and 14.1% for the years ended December 31, 2017 and December 31, 2016,
respectively. The change from 2016 to 2017 was primarily because of recording valuation allowances against our net
deferred tax assets, and the reversal of deferred taxes associated with the derecognition of the TRA. Excluding these
one-time items, the effective income tax rate and income tax expense (benefit) for 2017 would have been 57.4% and
$(49.7) million, respectively. The change from 2016 to 2017, excluding one-time items, is primarily due to changes in
the jurisdictional mix of earnings.

We are subject to many U.S. and foreign tax jurisdictions and many tax agreements and treaties among the various
taxing authorities. Our operations in these jurisdictions are taxed on various bases such as income before taxes,
deemed profits (which is generally determined using a percentage of revenues rather than profits) and withholding
taxes based on revenues; consequently, the relationship between our pre-tax income from operations and our income
tax provision varies from period to period.

On December 22, 2017, the Tax Cuts and Jobs Act (“Tax Act”) was enacted into law. Among the significant changes
made by the Act was the reduction of the federal income tax rate from 35% to 21% as well as the imposition of a
one-time repatriation tax on deemed repatriated earnings of certain foreign subsidiaries. US GAAP requires that the
impact of the Tax Act be recognized in the period in which the law was enacted. Because of the change in tax rate, the
Company recorded a $23.8 million reduction in the value of its deferred tax assets and liabilities. The reduction in
value was fully offset by a corresponding change in valuation allowance. The net effect on total tax expense was zero.
Due to its legal structure, the Company did not incur any liability with respect to the repatriation tax.
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Operating Segment Results

The following table presents revenues and Adjusted EBITDA by segment (in thousands):
Year Ended December 31,
2018 2017 2016

Revenue:

International Services $222,992 $206,746 $237,207
U.S. Services 148,941 118,815 152,827
Tubular Sales 61,415 58,210 87,515
Blackhawk 89,145 71,024 9,982
Total $522,493 $454,795 $487,531
Segment Adjusted EBITDA: (D

International Services $35,498 $30,801 $33,264
U.S. Services @ (18,115 ) (39,357 ) (11,012 )
Tubular Sales 3,153 3,181 1,741
Blackhawk 12,696 11,090 1,038
Total $33,232  $5,715 $25,031

Adjusted EBITDA is a supplemental non-GAAP financial measure that is used by management and external users
() of our financial statements, such as industry analysts, investors, lenders and rating agencies. (For a reconciliation
of our Adjusted EBITDA, see “—Adjusted EBITDA and Adjusted EBITDA Margin.”)
2 Includes all corporate general and administrative expenses.

Year Ended December 31, 2018 Compared to Year Ended December 31, 2017
International Services

Revenue for the International Services segment was $223.0 million for the year ended December 31, 2018, an increase
of $16.2 million, or 7.9%, compared to $206.7 million for the same period in 2017, primarily due to activity
improvements in offshore Western Hemisphere, Asia Pacific and the Middle East, which were partially offset by
lower activity levels in Africa and decreased work scope in the North Sea.

Adjusted EBITDA for the International Services segment was $35.5 million for the year ended December 31, 2018, an
increase of $4.7 million, or 15.2%, compared to $30.8 million for the same period in 2017, primarily due to efficiency
gains with higher revenues and upsell work in offshore Western Hemisphere, partially offset by decreased work scope
in the North Sea. Prior year results were positively impacted by a tax credit that did not repeat in 2018.

U.S. Services

Revenue for the U.S. Services segment was $148.9 million for the year ended December 31, 2018, an increase of
$30.1 million, or 25.4%, compared to $118.8 million for the same period in 2017. Onshore services revenue increased
by $18.8 million as a result of improved activity from increased rig counts. The offshore business saw an increase in
revenue of $11.3 million as a result of increased rig counts and higher service activity in the Gulf of Mexico.

Adjusted EBITDA for the U.S. Services segment was a loss of $18.1 million for the year ended December 31, 2018, a
favorable change of $21.2 million, or 54.0%, compared to a loss of $39.4 million for the same period in 2017,
primarily due to an increase in onshore services activity and lower corporate costs, partially offset by lower pricing for
our offshore services.
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Tubular Sales

Revenue for the Tubular Sales segment was $61.4 million for the year ended December 31, 2018, an increase of $3.2
million, or 5.5%, compared to $58.2 million for the same period in 2017, primarily as a result of increased cavern well
activity and higher sales activity in Mexico.

Adjusted EBITDA for the Tubular Sales segment was $3.2 million for the year ended December 31, 2018, which was
flat compared to 2017, as increased profitability from improved activity levels was offset by higher manufacturing
costs.

Blackhawk

Revenue for the Blackhawk Segment was $89.1 million for the year ended December 31, 2018, an increase of $18.1
million, or 25.5%, compared to $71.0 million for the same period in 2017, driven by strong activity in the U.S.
onshore market, growth in international markets and increased market share and new product offerings in the Gulf of
Mexico.

Adjusted EBITDA for the Blackhawk segment was $12.7 million for the year ended December 31, 2018, an increase
of $1.6 million, or 14.5%, compared to $11.1 million for the same period in 2017, primarily due to improved
operational results, partially offset by higher corporate overhead expense driven by bonus and medical claims expense
allocations. See Note 1—Basis of Presentation and Significant Accounting Policies in the Notes to Consolidated
Financial Statements.

Year Ended December 31, 2017 Compared to Year Ended December 31, 2016
International Services

Revenue for the International Services segment was $206.7 million for the year ended December 31, 2017, a decrease
of $30.5 million, or 12.8%, compared to $237.2 million for the same period in 2016, primarily due to lower offshore
rig counts globally and increased pricing pressure on new contracts. Revenue declines in our Africa, Europe, and Asia
Pacific regions were mostly attributable to our major customers reducing the amount of work they do in the regions,
which was partially offset by our attempts to expand into countries with drilling activity where we have historically
had a smaller presence and increases in Canada and the Middle East due to higher activity with key customers.

Adjusted EBITDA for the International Services segment was $30.8 million for the year ended December 31, 2017, a
decrease of $2.5 million, or 7.4%, compared to $33.3 million for the same period in 2016, primarily due to the
decrease in revenue, which was partially offset by lower expenses due to reduced activity and cost-cutting measures.

U.S. Services

Revenue for the U.S. Services segment was $118.8 million for the year ended December 31, 2017, a decrease of $34.0
million, or 22.3%, compared to $152.8 million for the same period in 2016, primarily due to a decrease in offshore
services revenue of $51.4 million as a result of overall lower activity from weaknesses seen in the Gulf of Mexico due
to rig cancellations and delays, coupled with downward pricing pressures. This was partially offset by an increase in
onshore services revenue of $17.4 million as a result of improved activity due to increased oil prices, which has led to
higher rig counts and more favorable pricing.

Adjusted EBITDA for the U.S. Services segment was a loss of $39.4 million for the year ended December 31, 2017, a
decrease of $28.3 million, or 257.4%, compared to a loss of $11.0 million for the same period in 2016, primarily due
to higher pricing concessions, increased asset related expenses and higher labor costs to support increased land
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activity, as well as higher corporate and other costs, which were attributable to ongoing global corporate initiatives.

Tubular Sales
Revenue for the Tubular Sales segment was $58.2 million for the year ended December 31, 2017, a decrease of $29.3

million, or 33.5%, compared to $87.5 million for the same period in 2016, primarily as a result of lower deepwater
activity in the Gulf of Mexico.
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Adjusted EBITDA for the Tubular Sales segment was $3.2 million for the year ended December 31, 2017, an increase
of $1.4 million, or 82.7%, compared to $1.7 million for the same period in 2016, due to cost cutting measures and
lower product costs, offset by an increase in freight costs associated with project work.

Blackhawk
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