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PART I — FINANCIAL INFORMATION
Item 1. Financial Statements
FLOTEK INDUSTRIES, INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)
June 30, 2017

December 31, 2016

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $994 and $664 at June 30,
2017 and December 31, 2016, respectively
Inventories
Income taxes receivable
Assets held for sale
Other current assets
Total current assets
Property and equipment, net
Goodwill
Deferred tax assets, net
Other intangible assets, net
TOTAL ASSETS

$

3,422

$

4,823

60,089
78,410
3,872
7,197
6,079

47,152
58,283
12,752
43,900
21,708

159,069
74,396
56,660
19,972
49,080

188,618
74,691
56,660
12,894
50,352

$

359,177

$

383,215

$

28,554
8,488
21
2,416
42,716

$

29,960
12,170
24
4,961
40,566

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Interest payable
Liabilities held for sale
Current portion of long-term debt
Total current liabilities
Long-term debt, less current portion
Total liabilities

82,195
—

87,681
7,833

82,195

95,514

—

—

Commitments and contingencies
Equity:
Cumulative convertible preferred stock, $0.0001 par value, 100,000 shares authorized; no
shares issued and outstanding
Common stock, $0.0001 par value, 80,000,000 shares authorized; 60,504,613 shares issued
and 57,313,766 shares outstanding at June 30, 2017; 59,684,669 shares issued and
56,972,580 shares outstanding at December 31, 2016
Additional paid-in capital
Accumulated other comprehensive income (loss)
Retained earnings (accumulated deficit)
Treasury stock, at cost; 2,709,680 and 2,028,847 shares at June 30, 2017 and December 31,
2016, respectively
Flotek Industries, Inc. stockholders’ equity

6
331,126
(970)
(25,633)

Noncontrolling interests
Total equity

6
318,392
(956)
(9,830)

(27,905)

(20,269)

276,624
358

287,343
358

276,982

TOTAL LIABILITIES AND EQUITY

$

359,177

287,701
$

383,215

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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FLOTEK INDUSTRIES, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)
Three months ended June 30,
2017
Revenue

$

85,177
59,086

Cost of revenue
Gross profit

Six months ended June 30,

2016
$

26,091

2017

64,079
42,361

$

2016

165,131
111,298

21,718

$

127,890
82,379

53,833

45,511

23,426
19,695
4,924
7,250
412

20,096
17,105
3,806
3,995
(15)

55,707

44,987

Expenses:
Corporate general and administrative
Segment selling and administrative
Depreciation and amortization
Research and development
Loss (gain) on disposal of long-lived assets
Total expenses

11,155
9,386
2,479
4,109
214

9,557
8,067
1,905
2,048
(15)

27,343

(Loss) income from operations

21,562

(1,252)

156

(1,874)

524

(549)
237

(610)
(47)

(1,145)
391

(1,018)
(53)

Other (expense) income:
Interest expense
Other (expense) income, net
Total other expense
Loss before income taxes
Income tax benefit
Loss from continuing operations
Loss from discontinued operations, net of tax
Net loss

Basic earnings (loss) per common share:
Continuing operations
Discontinued operations, net of tax
Basic earnings (loss) per common share

(312)

(657)

(754)

(1,071)

(1,564)
442

(501)
390

(2,628)
762

(547)
407

(1,122)
(2,704)

(111)
(2,169)

(1,866)
(13,937)

(140)
(32,325)

$

(3,826)

$

(2,280)

$

(0.02)
(0.05)

$

—
(0.04)

$

(0.07)

$

(0.04)

$

(0.02)
(0.05)

$

—
(0.04)

$

(0.07)

$

(0.04)

$

(15,803)

$

(0.03)
(0.24)
$

(0.27)

(32,465)

—
(0.59)
$

(0.59)

Diluted earnings (loss) per common share:
Continuing operations
Discontinued operations, net of tax
Diluted earnings (loss) per common share

(0.03)
(0.24)
$

(0.27)

—
(0.59)
$

(0.59)

Weighted average common shares:
Weighted average common shares used in computing basic earnings
(loss) per common share
Weighted average common shares used in computing diluted
earnings (loss) per common share

57,854

54,910

57,764

54,827

57,854

54,910

57,764

54,827

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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FLOTEK INDUSTRIES, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)
Three months ended June 30,
2017
Loss from continuing operations
Loss from discontinued operations, net of tax

$

Net loss
Other comprehensive income (loss):
Foreign currency translation adjustment

(1,122)
(2,704)

$

(3,826)

(3,831)

2017
(111)
(2,169)

$

(2,273)

$

(15,803)

7
$

2016

(1,866)
(13,937)

(2,280)

(5)
$

Comprehensive income (loss)

Six months ended June 30,

2016

(32,465)

(14)
$

(15,817)

(140)
(32,325)

324
$

(32,141)

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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FLOTEK INDUSTRIES, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
Six months ended June 30,
2017

2016

Cash flows from operating activities:
Net loss

$

(15,803)

Loss from discontinued operations, net of tax
Loss from continuing operations

$

(32,465)

(13,937)

(32,325)

(1,866)

(140)

Adjustments to reconcile loss from continuing operations to net cash used in operating activities:
Depreciation and amortization

6,023

4,651

Amortization of deferred financing costs

253

205

Loss (gain) on sale of assets

412

Stock compensation expense

6,653

5,128

Deferred income tax benefit

(7,329)

(8,076)

Reduction in tax benefit related to share-based awards

(15)

315

954

Changes in current assets and liabilities:
Accounts receivable, net

(12,874)

(51)

Inventories

(20,023)

(7,624)

8,619

(11,535)

Income taxes receivable
Other current assets

14,185

Accounts payable

(1,418)

3,622

Accrued liabilities

(180)

11,685

(10)

(1,759)

Income taxes payable
Interest payable

(414)

(3)

Net cash used in operating activities

74

(7,243)

(3,295)

Capital expenditures

(4,508)

(8,238)

Proceeds from sales of businesses

17,490

Cash flows from investing activities:

Proceeds from sale of assets
Purchase of patents and other intangible assets
Net cash provided by (used in) investing activities

—

310

24

(247)

(140)

13,045

(8,354)

Cash flows from financing activities:
Repayments of indebtedness

(9,833)

(3,571)

Borrowings on revolving credit facility

224,757

171,397

Repayments on revolving credit facility

(220,607)

(153,460)

(106)

(147)

—

(954)

Debt issuance costs
Reduction in tax benefit related to share-based awards
Purchase of treasury stock related to share-based awards

(1,335)

Proceeds from sale of common stock

(609)

368

Repurchase of common stock
Proceeds from exercise of stock options
Net cash (used in) provided by financing activities

446

(487)

—

20

134

(7,223)

13,236

Discontinued operations:
Net cash used in operating activities
Net cash provided by investing activities
Net cash flows used in discontinued operations
Effect of changes in exchange rates on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents

(794)

(59)

794

51

—

(8)

20

53

(1,401)

Cash and cash equivalents at the beginning of period

1,632

4,823

Cash and cash equivalents at the end of period

$

3,422

2,208
$

3,840

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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FLOTEK INDUSTRIES, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF EQUITY
(in thousands)
Common Stock
Shares
Issued

Balance, December 31, 2016

Par
Value

Cost

6

2,029

—

—

—

—

—

—

Foreign currency translation
adjustment

—

—

—

—

—

(14)

Stock issued under employee stock
purchase plan

—

—

(40)

—

368

Stock options exercised
Stock surrendered for exercise of
stock options

$

Shares

Accumulated
Other
Comprehensive
Income (Loss)

Additional
Paid-in
Capital

Net loss

Common stock issued in payment of
accrued liability

59,685

Treasury Stock

$ (20,269)

$

318,392

$

(956)

Retained Earnings
(Accumulated
Deficit)

Non-controlling
Interests

$

$

(9,830)
(15,803)

358

Total
Equity

$ 287,701

—

(15,803)

—

—

(14)

—

—

—

368

—

—

—

—

188

—

—

—

188

651

—

—

—

5,834

—

—

—

5,834
(5,814)

—

—

470

—

—

—

—

169

—

—

—

—

—

—

—

Restricted stock forfeited

—

—

76

—

—

—

—

—

Treasury stock purchased

—

—

125

—

—

—

—

(1,335)

Stock compensation expense

—

—

—

6,344

—

—

—

6,344

Repurchase of common stock

—

—

50

(487)

—

—

—

—

6

2,710

$ (27,905)

Restricted stock granted

Balance, June 30, 2017

60,505

$

(5,814)

(1,335)
—
$

331,126

$

(970)

$

(25,633)

$

358

—
—

(487)
$ 276,982

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Organization and Significant Accounting Policies
Organization and Nature of Operations
Flotek Industries, Inc. (“Flotek” or the “Company”) is a global, diversified, technology-driven company that develops and supplies chemistry and services to
the oil and gas industries, and high value compounds to companies that make cleaning products, cosmetics, food and beverages, and other products that are
sold in consumer and industrial markets.
The Company’s oilfield business includes specialty chemistries and logistics which enable its customers in pursuing improved efficiencies in the drilling and
completion of their wells. The Company also provides automated bulk material handling, loading facilities, and blending capabilities. The Company
processes citrus oil to produce (1) high value compounds used as additives by companies in the flavors and fragrances markets and (2) environmentally
friendly chemistries for use in numerous industries around the world, including the oil and gas (“O&G”) industry.
Flotek operates in over 20 domestic and international markets. Customers include major integrated O&G companies, oilfield services companies,
independent O&G companies, pressure-pumping service companies, national and state-owned oil companies, and international supply chain management
companies. The Company also serves customers who purchase non-energy-related citrus oil and related products, including household and commercial
cleaning product companies, fragrance and cosmetic companies, and food manufacturing companies.
Flotek was initially incorporated under the laws of the Province of British Columbia on May 17, 1985. On October 23, 2001, Flotek changed its corporate
domicile to the state of Delaware.
Basis of Presentation
The accompanying Unaudited Condensed Consolidated Financial Statements and accompanying footnotes (collectively the “Financial Statements”) reflect
all adjustments, in the opinion of management, necessary for fair presentation of the financial condition and results of operations for the periods presented.
All such adjustments are normal and recurring in nature. The Financial Statements, including selected notes, have been prepared in accordance with
applicable rules and regulations of the Securities and Exchange Commission (“SEC”) regarding interim financial reporting and do not include all
information and disclosures required by accounting principles generally accepted in the United States of America (“U.S. GAAP”) for comprehensive financial
statement reporting. These interim Financial Statements should be read in conjunction with the audited consolidated financial statements and notes included
in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016 (“Annual Report”). A copy of the Annual Report is available on
the SEC’s website, www.sec.gov, under the Company’s ticker symbol (“FTK”) or on Flotek’s website, www.flotekind.com. The results of operations for the
three and six months ended June 30, 2017, are not necessarily indicative of the results to be expected for the year ending December 31, 2017.
During the fourth quarter of 2016, the Company classified the Drilling Technologies and Production Technologies segments as held for sale based on
management’s intention to sell these businesses. The Company’s historical financial statements have been revised to present the operating results of the
Drilling Technologies and Production Technologies segments as discontinued operations. The results of operations of Drilling Technologies and Production
Technologies are presented as “Loss from discontinued operations” in the statement of operations and the related cash flows of these segments has been
reclassified to discontinued operations for all periods presented. The assets and liabilities of the Drilling Technologies and Production Technologies
segments have been reclassified to “Assets held for sale” and “Liabilities held for sale”, respectively, in the consolidated balance sheets for all periods
presented.
Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect reported amounts
of assets and liabilities, disclosure of contingent assets and liabilities, and reported amounts of revenue and expenses. Actual results could differ from these
estimates.
Reclassifications
Certain prior period amounts have been reclassified to conform to the current period presentation. The reclassifications did not impact net income (loss).
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Note 2 — Recent Accounting Pronouncements
Application of New Accounting Standards
Effective January 1, 2017, the Company adopted the accounting guidance in Accounting Standards Update (“ASU”) No. 2015-11, “Simplifying the
Measurement of Inventory.” This standard requires management to measure inventory at the lower of cost or net realizable value. Net realizable value is the
estimated selling prices in the ordinary course of business, less reasonably predictable costs of completion, disposal, and transportation. Implementation of
this standard did not have a material effect on the consolidated financial statements and related disclosures.
Effective January 1, 2017, the Company adopted the accounting guidance in ASU No. 2015-17, “Balance Sheet Classification of Deferred Taxes.” This
standard eliminated the requirement for organizations to present deferred tax assets and liabilities as current and noncurrent in a classified balance sheet.
Instead, organizations are now required to classify all deferred tax assets and liabilities as noncurrent. Implementation of this standard did not have a material
effect on the consolidated financial statements and related disclosures. The Company applied this standard retrospectively and, therefore, prior periods
presented were adjusted.
Effective January 1, 2017, the Company adopted the accounting guidance in ASU No. 2016-09, “Improvements to Employee Share-Based Payment
Accounting.” This standard simplifies several aspects of the accounting for share-based payment transactions, including the income tax consequences,
classification of awards as either equity or liabilities, and classification on the statement of cash flows. The new guidance requires excess tax benefits and
deficiencies to be recognized in the income statement rather than in additional paid-in capital. As a result of applying this change, the Company recognized
$0.3 million of excess tax benefit in the provision for incomes taxes during the six months ended June 30, 2017. The Company applied this standard
prospectively, where applicable, and, therefore, prior periods presented were not adjusted.
New Accounting Requirements and Disclosures
In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2014-09, “ Revenue from Contracts with Customers. ” The ASU will
supersede most of the existing revenue recognition requirements in U.S. GAAP and will require entities to recognize revenue at an amount that reflects the
consideration to which the Company expects to be entitled in exchange for transferring goods or services to a customer. The new standard also requires
significantly expanded disclosures regarding the qualitative and quantitative information of an entity’s nature, amount, timing, and uncertainty of revenue
and cash flows arising from contracts with customers. In August 2015, the FASB issued ASU No. 2015-14, which deferred the effective date by one year to
annual reporting periods beginning after December 15, 2017, including interim periods within that reporting period. In March 2016, the FASB issued ASU
No. 2016-08, which improves the operability and understandability of the implementation guidance on principal versus agent considerations. In April 2016,
the FASB issued ASU No. 2016-10, which clarifies identifying performance obligations and the licensing implementation guidance. In May 2016, the FASB
issued ASU No. 2016-11, which rescinds certain SEC Staff Observer comments that are codified in Topic 605, Revenue Recognition, effective upon adoption
of ASU 2014-09, and ASU No. 2016-12, which reduces the potential for diversity in practice at initial application and reduces the cost and complexity of
applying Topic 606 both at transition and on an ongoing basis. In December 2016, the FASB issued ASU No. 2016-20, which provides technical corrections
and improvements to the original guidance issued. The Company intends to adopt the new standard in the first quarter of 2018 using the modified
retrospective method. The Company has identified key contract types representative of its business for comparing historical accounting policies and
practices to the new standard and is continuing to evaluate the impact these pronouncements will have on the consolidated financial statements and related
disclosures.
In February 2016, the FASB issued ASU No. 2016-02, “ Leases.” This standard requires the recognition of lease assets and lease liabilities by lessees for those
leases classified as operating leases under previous U.S. GAAP. The pronouncement is effective for annual reporting periods beginning after December 15,
2018, including interim periods within that reporting period and should be applied using a modified retrospective transition approach, with early application
permitted. The Company is currently evaluating the impact the pronouncement will have on the consolidated financial statements and related disclosures.
In June 2016, the FASB issued ASU No. 2016-13, “ Measurement of Credit Losses on Financial Instruments.” This standard replaces the incurred loss
impairment methodology in current U.S. GAAP with a methodology that reflects expected credit losses and requires consideration of a broader range of
reasonable and supportable information to inform credit loss estimates. The pronouncement is effective for fiscal years beginning after December 15, 2019,
including interim periods within those fiscal years, with early adoption for the fiscal years beginning after December 15, 2018, including interim periods
within those fiscal years. The Company is currently evaluating the impact the pronouncement will have on the consolidated financial statements and related
disclosures.
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
In August 2016, the FASB issued ASU No. 2016-15, “ Classification of Certain Cash Receipts and Cash Payments.” This standard addresses eight specific
cash flow issues with the objective of reducing the existing diversity in practice. The pronouncement is effective for fiscal years beginning after December
15, 2017, including interim periods within those fiscal years, with early adoption permitted. The Company is currently evaluating the impact the
pronouncement will have on the consolidated financial statements and related disclosures.
In January 2017, the FASB issued ASU No. 2017-01, “ Clarifying the Definition of a Business.” This standard provides additional guidance on whether an
integrated set of assets and activities constitutes a business. The pronouncement is effective for annual periods beginning after December 15, 2017, including
interim periods within those periods, with early adoption permitted in specific instances. The Company is currently evaluating the impact the pronouncement
will have on the consolidated financial statements and related disclosures.
In January 2017, the FASB issued ASU No. 2017-04, “ Simplifying the Test for Goodwill Impairment .” This standard eliminates Step 2 from the goodwill
impairment test. An entity will now recognize an impairment charge for the amount by which the carrying amount exceeds the reporting unit’s fair value. The
pronouncement is effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years, with early adoption
permitted. The Company is currently evaluating the impact the pronouncement will have on the consolidated financial statements and related disclosures.
In May 2017, the FASB issued ASU No. 2017-09, “Scope of Modification Accounting.” This standard provides guidance about which changes to the terms or
conditions of a share-based payment award require an entity to apply modification accounting under Topic 718. The pronouncement is effective for annual
periods beginning after December 15, 2017, including interim periods within those periods, with early adoption permitted. The Company is currently
evaluating the impact the pronouncement will have on the consolidated financial statements and related disclosures.
Note 3 — Discontinued Operations
During the fourth quarter 2016, the Company initiated a strategic restructuring of its business to enable a greater focus on its core businesses in energy
chemistry and consumer and industrial chemistry. The Company executed a plan to sell or otherwise dispose of the Drilling Technologies and Production
Technologies segments. An investment banking advisory services firm was engaged and actively marketed these segments.
The Company met all of the criteria to classify the Drilling Technologies and Production Technologies segments’ assets and liabilities as held for sale in the
fourth quarter 2016. Effective December 31, 2016, the Company classified the assets, liabilities, a n d results o f operations fo r th ese two segments as
“Discontinued Operations” for all periods presented.
Disposal of the Drilling Technologies and Production Technologies reporting segments represented a strategic shift that would have a major effect on the
Company’s operations and financial results.
O n May 22, 2017, the Company completed the sale of substantially all of the assets and transfer of certain specified liabilities and obligations of the
Company’s Drilling Technologies segment to National Oilwell Varco, L.P. (“NOV”) for $17.0 million in cash consideration, subject to normal working
capital adjustments, with $1.5 million held back by NOV for up to 18 months to satisfy potential indemnification claims.
O n May 23, 2017, the Company completed the sale of substantially all of the assets and transfer of certain specified liabilities and obligations of the
Company’s Production Technologies segment to Raptor Lift Solutions, LLC (“Raptor Lift”) for $2.9 million in cash consideration, with $0.4 million held
back by Raptor Lift to satisfy potential indemnification claims.
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
The following summarized financial information has been segregated from continuing operations and reported as Discontinued Operations for the three and
six months ended June 30, 2017 and 2016 (in thousands):
Three months ended June 30,
2017
Drilling Technologies
Revenue
Cost of revenue
Selling, general and administrative
Depreciation and amortization
Research and development
Gain (loss) on disposal of long-lived assets
Impairment of inventory and long-lived assets

$

Six months ended June 30,

2016

4,737
(2,603)
(2,740)
—
(6)
(12)
—

$

2017

6,372
(4,155)
(3,495)
(337)
(22)
19
—

$

11,534
(7,259)
(5,771)
—
(6)
62
—

2016
$

12,829
(9,587)
(8,155)
(1,085)
(65)
16
(36,522)

Loss from operations
Other expense
Loss on sale of businesses
Loss on write-down of assets held for sale

(624)
(46)
(1,365)
(272)

(1,618)
(69)
—
—

(1,440)
(117)
(1,365)
(6,831)

(42,569)
(243)
—
—

Loss before income taxes
Income tax benefit

(2,307)
158

(1,687)
456

(9,753)
3,147

(42,812)
14,881

Net loss from discontinued operations
Production Technologies
Revenue
Cost of revenue
Selling, general and administrative
Depreciation and amortization
Research and development
Loss on disposal of long-lived assets
Impairment of inventory

$

(2,149)

$

(1,231)

$

(6,606)

$

(27,931)

$

849
(707)
(802)
—
(92)
—
—

$

1,868
(1,882)
(897)
(149)
(201)
—
—

$

4,002
(3,189)
(1,675)
—
(363)
—
—

$

3,889
(3,793)
(2,051)
(298)
(467)
(59)
(3,913)

Loss from operations
Other expense
Gain on sale of businesses
Loss on write-down of assets held for sale

(752)
(16)
171
—

(1,261)
(23)
—
—

(1,225)
(52)
171
(9,718)

(6,692)
(44)
—
—

Loss before income taxes
Income tax benefit

(597)
42

(1,284)
346

(10,824)
3,493

(6,736)
2,342

Net loss from discontinued operations

$

(555)

$

(938)

$

(7,331)

$

(4,394)

$

(2,704)

$

(2,169)

$

(13,937)

$

(32,325)

Drilling Technologies and Production Technologies
Loss from discontinued operations, net of tax
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
The assets and liabilities held for sale on the Consolidated Balance Sheets as of June 30, 2017 and December 31, 2016 are as follows (in thousands):
Drilling Technologies
June 30, 2017

Assets:
Accounts receivable, net
Inventories
Other current assets
Long-term receivable
Property and equipment, net
Goodwill
Other intangible assets, net

$

Assets held for sale
Valuation allowance
Assets held for sale, net
Liabilities:
Accounts payable
Accrued liabilities
Liabilities held for sale

Production Technologies

December 31, 2016

2,448
1,942
1,595
—
880
—
—

$

6,865
(904)

5,072
9,078
278
—
11,277
15,333
7,395

June 30, 2017

$

48,433
(18,971)

539
—
697
—
—
—
—

December 31, 2016

$

1,236
—

1,784
8,115
370
4,179
3,978
1,689
484
20,599
(6,161)

$

5,961

$

29,462

$

1,236

$

14,438

$

388
1,607

$

2,472
1,190

$

40
381

$

914
385

$

1,995

$

3,662

$

421

$

1,299

Note 4 — Impairment of Inventory and Long-Lived Assets for Discontinued Operations
During the three months ended March 31, 2016, as a result of changes in the oil and gas industry that occurred since the beginning of 2016 and the
corresponding impact on the Company’s business outlook, the Company evaluated the direction of its business activities. Crude oil prices, which appeared
to have stabilized during the fourth quarter of 2015, fell further during the first quarter of 2016, decreasing approximately 21% from average prices seen in
the fourth quarter of 2015. The U.S. drilling rig count declined from 698 at December 31, 2015 to 450 at April 1, 2016, a decline of 35.5%.
Due to the decreased rig activity and its impact on management’s expectations for future market activity, the Company further refocused operations of its
Drilling Technologies segment. The Company decided to exit the business of building and repairing motors in all domestic markets. In addition, changes in
drilling technique, including further escalation of the move to a dominance of pad drilling, reduced the marketability of certain other inventory items. The
focus of the Production Technologies segment was shifted to its new technologies for electric submersible pumps for the oil and gas industry and for
hydraulic pumping units. Inventory associated with older technologies for these items has been evaluated for impairment. As a result of these changes in
focus and projected declines in asset utilization, the Company recorded a pre-tax impairment of inventories as noted below.
Changes in the business climate noted above and increasing operating losses experienced within the Drilling Technologies and Production Technologies
segments during the three months ended March 31, 2016, caused the Company to test asset groups within these two segments for recoverability.
Recoverability of the carrying value of the asset groups was based upon estimated future cash flows while taking into consideration various assumptions and
estimates, including future use of the assets, remaining useful life of the assets, and eventual disposition of the assets. Undiscounted estimated cash flows of
two asset groups associated with domestic operations in the Drilling Technologies segment did not exceed the carrying value of the respective asset groups.
Therefore, the Company performed an analysis of discounted future cash flows to determine the fair value of each of these two asset groups. As a result of this
testing, the Company recorded a pre-tax impairment of long-lived assets as noted below.
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
The Company recorded impairment charges during the three months ended March 31, 2016, as follows (in thousands):
Drilling Technologies:
Inventories
Long-lived assets:
Property and equipment
Intangible assets other than goodwill
Production Technologies:
Inventories

$

12,653
14,642
9,227
3,913

$

Total impairment

40,435

Based on the changes in the business climate discussed above and continuing operating losses experienced during the three months ended March 31, 2016
and June 30, 2016, goodwill within the Teledrift and Production Technologies reporting units was tested for impairment during these periods. However, no
impairments of goodwill were recorded based upon this testing.
Note 5 — Supplemental Cash Flow Information
Supplemental cash flow information is as follows (in thousands):
Six months ended June 30,
2017

2016

Supplemental non-cash investing and financing activities:
Value of common stock issued in payment of accrued liability
Exercise of stock options by common stock surrender
Supplemental cash payment information:
Interest paid
Income taxes received, net of payments (paid, net of refunds)

$

188
5,814

$

$

1,069
9,489

$

—
—
921
(3,429)

Note 6 — Revenue
The Company differentiates revenue and cost of revenue based on whether the source of revenue is attributable to products or services. Revenue and cost of
revenue by source are as follows (in thousands):
Three months ended June 30,
2017

Six months ended June 30,

2016

2017

2016

Revenue:
Products
Services

$

83,835
1,342

$

62,561
1,518

$

162,350
2,781

$

124,560
3,330

$

85,177

$

64,079

$

165,131

$

127,890

$

57,052
1,522
512

$

41,692
172
497

$

107,741
2,458
1,099

$

80,936
598
845

$

59,086

$

42,361

$

111,298

$

82,379

Cost of revenue:
Products
Services
Depreciation

Note 7 — Inventories
Inventories are as follows (in thousands):
June 30, 2017
Raw materials

$

Work-in-process
Finished goods
Inventories

December 31, 2016

42,668
2,933

$

32,809
$

78,410

28,626
2,918
26,739

$

58,283
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Note 8 — Property and Equipment
Property and equipment are as follows (in thousands):
June 30, 2017
Land

$

December 31, 2016

6,551
43,052
38,213
5,091
2,026
2,449
12,069

Buildings and leasehold improvements
Machinery, equipment and rental tools
Equipment in progress
Furniture and fixtures
Transportation equipment
Computer equipment and software
Property and equipment

$

5,837
42,986
36,187
3,235
1,969
3,059
11,844

109,451
(35,055)

Less accumulated depreciation
Property and equipment, net

$

74,396

105,117
(30,426)
$

74,691

Depreciation expense, including expense recorded in cost of revenue, totaled $2.3 million and $1.7 million for the three months ended June 30, 2017 and
2016, respectively, and $4.7 million and $3.2 million for the six months ended June 30, 2017 and 2016, respectively.
During the three and six months ended June 30, 2017 and 2016, no impairments were recognized related to property and equipment.
Note 9 — Goodwill
Changes in the carrying value of goodwill for each reporting unit are as follows (in thousands):
Energy Chemistry
Technologies

Consumer and Industrial
Chemistry Technologies

Total

Balance at December 31, 2016
Goodwill impairment recognized

$

37,180
—

$

19,480
—

$

56,660
—

Balance at June 30, 2017

$

37,180

$

19,480

$

56,660

During the three and six months ended June 30, 2017 and 2016, no impairments of goodwill were recognized.
Note 10 — Other Intangible Assets
Other intangible assets are as follows (in thousands):
June 30, 2017
Cost
Finite-lived intangible assets:
Patents and technology
Customer lists
Trademarks and brand names

$

Total finite-lived intangible assets acquired
Deferred financing costs

51,315

Indefinite-lived intangible assets:
Trademarks and brand names
Total other intangible assets

17,099
30,877
1,517

$

49,493
1,822

Total amortizable intangible assets

December 31, 2016

Accumulated
Amortization

$

5,060
7,343
1,092

Accumulated
Amortization

Cost
$

16,815
30,877
1,467

13,495
370

49,159
1,804

13,865

50,963

11,630

$

4,537
6,518
1,069
12,124
117

$

12,241

11,630

$

62,945

$

62,593

$

49,080

$

50,352

Carrying value:
Other intangible assets, net
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Finite-lived intangible assets acquired are amortized on a straight-line basis over two to 20 years. Amortization of finite-lived intangible assets acquired
totaled $0.7 million and $0.7 million for the three months ended June 30, 2017 and 2016, respectively, and $1.4 million and $1.4 million for the six months
ended June 30, 2017 and 2016, respectively.
Amortization of deferred financing costs was $0.1 million and $0.1 million for the three months ended June 30, 2017 and 2016, respectively, and $0.3
million and $0.2 million for the six months ended June 30, 2017 and 2016, respectively.
Note 11 — Long-Term Debt and Credit Facility
Long-term debt is as follows (in thousands):
June 30, 2017

December 31, 2016

Long-term debt:
Borrowings under revolving credit facility
Term loan
Total long-term debt

$

42,716
—

$

42,716
(42,716)

Less current portion of long-term debt
Long-term debt, less current portion

$

—

38,566
9,833
48,399
(40,566)

$

7,833

Credit Facility
On May 10, 2013, the Company and certain of its subsidiaries (the “Borrowers”) entered into an Amended and Restated Revolving Credit, Term Loan and
Security Agreement (the “Credit Facility”) with PNC Bank, National Association (“PNC Bank”). The Company may borrow under the Credit Facility for
working capital, permitted acquisitions, capital expenditures and other corporate purposes. The Credit Facility, as amended, continues in effect until May 10,
2020. Under terms of the Credit Facility, as amended, the Company has total borrowing availability of $65 million; initially, up to $55 million under a
revolving credit facility with borrowing of $10 million under a term loan. The revolving credit facility limit will increase by each term loan principal
payment, therefore, total borrowing capacity will remain at $65 million throughout the term of the Credit Facility.
The Credit Facility is secured by substantially all of the Company’s domestic real and personal property, including accounts receivable, inventory, land,
buildings, equipment and other intangible assets. The Credit Facility contains customary representations, warranties, and both affirmative and negative
covenants. The Company was in compliance with all debt covenants at June 30, 2017. The Credit Facility restricts the payment of cash dividends on
common stock and limits the amount that may be used to repurchase common stock and preferred stock. In the event of default, PNC Bank may accelerate the
maturity date of any outstanding amounts borrowed under the Credit Facility.
The Credit Facility contains financial covenants to maintain a fixed charge coverage ratio and a leverage ratio, as well as establishes an annual limit on
capital expenditures. The fixed charge coverage ratio is the ratio of (a) earnings before interest, taxes, depreciation, and amortization (“EBITDA”), adjusted
for non-cash stock-based compensation and the loss from discontinued operations, less cash paid for taxes during the period to (b) all debt payments during
the period. The fixed charge coverage ratio requirement began for the quarter ended March 31, 2017 at 1.00 to 1.00 and increases to 1.10 to 1.00 for the year
ending December 31, 2017, and thereafter. The leverage ratio (funded debt to adjusted EBITDA) requirement begins for the six months ending June 30, 2017,
at not greater than 5.50 to 1.10 and reduces to not greater than 4.00 to 1.00 for the year ending March 31, 2018, and thereafter. The annual limit on capital
expenditures for 2017 is $20 million. The annual limit on capital expenditures for 2017 is reduced if the undrawn availability under the revolving credit
facility falls below $10 million at month-end for April, May, or June 2017 or below $15 million at any other month-end.
Beginning with fiscal year 2017, the Credit Facility includes a provision that 25% of EBITDA minus cash paid for taxes, dividends, debt payments, and
unfunded capital expenditures, not to exceed $3.0 million for any year, be paid on the outstanding balance within 60 days of the fiscal year end.
Each of the Company’s domestic subsidiaries is fully obligated for Credit Facility indebtedness as a borrower or as a guarantor.
(a) Revolving Credit Facility
Under the revolving credit facility, the Company may initially borrow up to $55 million through May 10, 2020. This includes a sublimit of $10 million that
may be used for letters of credit. As of May 22, 2017, the revolving credit facility limit increased to $65 million upon payment in full of the outstanding term
loan principal balance. The revolving credit facility is secured by substantially all of the Company’s domestic accounts receivable and inventory.
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At June 30, 2017, eligible accounts receivable and inventory securing the revolving credit facility provided total borrowing capacity of $64.9 million under
the revolving credit facility. Available borrowing capacity, net of outstanding borrowings, was $22.2 million at June 30, 2017.
The interest rate on advances under the revolving credit facility varies based on the fixed charge coverage ratio. Rates range (a) between PNC Bank’s base
lending rate plus 1.5% to 2.0% or (b) between the London Interbank Offered Rate (LIBOR) plus 2.5% to 3.0%. PNC Bank’s base lending rate was 4.25% at
June 30, 2017. The Company is required to pay a monthly facility fee of 0.25% per annum, on any unused amount under the commitment based on daily
averages. At June 30, 2017, $42.7 million was outstanding under the revolving credit facility, with $7.7 million borrowed as base rate loans at an interest rate
of 5.75% and $35.0 million borrowed as LIBOR loans at an interest rate of 3.73%.
Borrowing under the revolving credit agreement is classified as current debt as a result of the required lockbox arrangement and the subjective acceleration
clause.
(b) Term Loan
The amount borrowed under the term loan was reset to $10 million effective as of September 30, 2016. Monthly principal payments of $0.2 million were
required. On May 22, 2017, the Company repaid the outstanding balance of the term loan and the liens on land, buildings, equipment, and other intangible
assets were released.
Note 12 — Earnings (Loss) Per Share
Basic earnings (loss) per common share is calculated by dividing net income (loss) by the weighted average number of common shares outstanding for the
period. Diluted earnings (loss) per common share is calculated by dividing net income (loss) by the weighted average number of common shares outstanding
combined with dilutive common share equivalents outstanding, if the effect is dilutive.
Potentially dilutive securities were excluded from the calculation of diluted loss per share for the three and six months ended June 30, 2017 and 2016, since
including them would have an anti-dilutive effect on loss per share due to the net loss incurred during the period. Securities convertible into shares of
common stock that were not considered in the diluted loss per share calculations were 12,100 stock options and 1.3 million restricted stock units for the three
and six months ended June 30, 2017, and 0.7 million stock options and 0.8 million restricted stock units for the three and six months ended June 30, 2016.
Basic and diluted earnings (loss) per common share are as follows (in thousands, except per share data):
Three months ended June 30,
2017

Six months ended June 30,

2016

2017

2016

Loss from continuing operations

$

$

(111)
(2,169)

$

(1,866)
(13,937)

$

Loss from discontinued operations, net of tax
Net loss - Basic and Diluted

(1,122)
(2,704)

(140)
(32,325)

$

(3,826)

$

(2,280)

$

(15,803)

$

(32,465)

Weighted average common shares outstanding - Basic
Assumed conversions:
Incremental common shares from stock options
Incremental common shares from restricted stock units
Weighted average common shares outstanding - Diluted
Basic earnings (loss) per common share:
Continuing operations
Discontinued operations, net of tax
Basic earnings (loss) per common share

57,854

54,910

57,764

54,827

—
—

—
—

—
—

—
—

57,854

54,910

57,764

54,827

$

(0.02)
(0.05)

$

—
(0.04)

$

(0.03)
(0.24)

$

—
(0.59)

$

(0.07)

$

(0.04)

$

(0.27)

$

(0.59)

$

(0.02)
(0.05)

$

—
(0.04)

$

(0.03)
(0.24)

$

—
(0.59)

$

(0.07)

$

(0.04)

$

(0.27)

$

(0.59)

Diluted earnings (loss) per common share:
Continuing operations
Discontinued operations, net of tax
Diluted earnings (loss) per common share
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Note 13 — Fair Value Measurements
Fair value is defined as the amount that would be received for selling an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The Company categorizes financial assets and liabilities into the three levels of the fair value hierarchy. The hierarchy
prioritizes the inputs to valuation techniques used to measure fair value and bases categorization within the hierarchy on the lowest level of input that is
available and significant to the fair value measurement.
• Level 1 — Quoted prices in active markets for identical assets or liabilities;
• Level 2 — Observable inputs other than Level 1, such as quoted prices for similar assets or liabilities, quoted prices in markets that are not active, or
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities; and
• Level 3 — Significant unobservable inputs that are supported by little or no market activity or that are based on the reporting entity’s assumptions
about the inputs.
Fair Value of Other Financial Instruments
The carrying amounts of certain financial instruments, including cash and cash equivalents, accounts receivable, accounts payable, and accrued expenses,
approximate fair value due to the short-term nature of these accounts. The Company had no cash equivalents at June 30, 2017 or December 31, 2016.
The carrying value and estimated fair value of the Company’s long-term debt are as follows (in thousands):
June 30, 2017
Carrying
Value
Term loan

$

—
42,716

Borrowings under revolving credit facility

December 31, 2016
Fair
Value

$

—
42,716

Carrying
Value
$

9,833
38,566

Fair
Value
$

9,833
38,566

The carrying value of the term loan and borrowings under the revolving credit facility approximate their fair value because the interest rates are variable.
Assets Measured at Fair Value on a Nonrecurring Basis
The Company’s non-financial assets, including property and equipment, goodwill, and other intangible assets are measured at fair value on a non-recurring
basis and are subject to fair value adjustment in certain circumstances. No impairments of any of these assets were recognized during the three and six months
ended June 30, 2017 and 2016.
Note 14 — Income Taxes
A reconciliation of the U.S. federal statutory tax rate to the Company’s effective income tax rate is as follows:
Three months ended June 30,

Six months ended June 30,

2017

2017

2016

2016

U.S. federal statutory tax rate
State income taxes, net of federal benefit
Non-U.S. income taxed at different rates
Excess tax benefit related to stock-based awards
Other

(35.0)%
(4.8)
(0.1)
13.4
(1.8)

(35.0)%
(4.8)
(40.8)
—
2.8

(35.0)%
(3.8)
0.1
10.7
(1.0)

(35.0)%
(4.7)
(37.2)
—
2.5

Effective income tax rate

(28.3)%

(77.8)%

(29.0)%

(74.4)%

Fluctuations in effective tax rates have historically been impacted by permanent tax differences with no associated income tax impact, changes in state
apportionment factors, including the effect on state deferred tax assets and liabilities, and non-U.S. income taxed at different rates. Changes in the effective
tax rate during the three and six months ended June 30, 2017, included the Company implementing ASU No. 2016-09 which requires accounting for excess
tax benefits and tax deficiencies as discrete items in the period in which they occur.
In January 2017, the Internal Revenue Service notified the Company that it will examine the Company’s federal tax returns for the year ended December 31,
2014. No adjustments have been asserted, and management believes that sustained adjustments, if any, would not have a material effect on the Company’s
financial position, results of operations, or liquidity.
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Note 15 — Common Stock
The Company’s Certificate of Incorporation, as amended November 9, 2009, authorizes the Company to issue up to 80 million shares of common stock, par
value $0.0001 per share, and 100,000 shares of one or more series of preferred stock, par value $0.0001 per share.
A reconciliation of changes in common shares issued during the six months ended June 30, 2017 is as follows:
Shares issued at December 31, 2016
Issued as restricted stock award grants
Issued upon exercise of stock options

59,684,669
168,756
651,188

Shares issued at June 30, 2017

60,504,613

Stock Repurchase Program
In November 2012, the Company’s Board of Directors authorized the repurchase of up to $25 million of the Company’s common stock. Repurchases may be
made in the open market or through privately negotiated transactions. During the three and six months ended June 30, 2017, the Company repurchased
50,000 shares of its outstanding common stock on the open market at a cost of $0.5 million, inclusive of transaction costs, or an average price of $9.76 per
share. During the three and six months ended June 30, 2016, the Company did not repurchase any shares of its outstanding common stock.
In June 2015, the Company’s Board of Directors authorized the repurchase of up to an additional $50 million of the Company’s common stock. Repurchases
may be made in the open market or through privately negotiated transactions. Through June 30, 2017, the Company has not repurchased any of its common
stock under this authorization.
As of June 30, 2017, the Company has $54.4 million remaining under its share repurchase programs. A covenant under the Company’s Credit Facility limits
the amount that may be used to repurchase the Company’s common stock. As of June 30, 2017, this covenant limits additional share repurchases to $4.4
million.
Note 16 — Business Segment, Geographic and Major Customer Information
Segment Information
Operating segments are defined as components of an enterprise for which separate financial information is available that is regularly evaluated by chief
operating decision-makers in deciding how to allocate resources and assess performance. The operations of the Company are categorized into two reportable
segments: Energy Chemistry Technologies and Consumer and Industrial Chemistry Technologies.
• Energy Chemistry Technologies designs, develops, manufactures, packages, and markets specialty chemistries used in oil and natural gas well drilling,
cementing, completion, and stimulation. In addition, the Company’s chemistries are used in specialized enhanced and improved oil recovery markets.
Activities in this segment also include construction and management of automated material handling facilities and management of loading facilities
and blending operations for oilfield services companies.
• Consumer and Industrial Chemistry Technologies designs, develops, and manufactures products that are sold to companies in the flavor and fragrance
industry and the specialty chemical industry. These technologies are used by beverage and food companies, fragrance companies, and companies
providing household and industrial cleaning products.
The Company evaluates performance based upon a variety of criteria. The primary financial measure is segment operating income. Various functions,
including certain sales and marketing activities and general and administrative activities, are provided centrally by the corporate office. Costs associated
with corporate office functions, other corporate income and expense items, and income taxes are not allocated to reportable segments.
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Summarized financial information of the reportable segments is as follows (in thousands):
Consumer and
Industrial Chemistry
Technologies

Energy Chemistry
Technologies

As of and for the three months ended June 30,

Corporate and Other

Total

2017
Net revenue from external customers
Gross profit
Income (loss) from operations
Depreciation and amortization
Capital expenditures
2016
Net revenue from external customers
Gross profit
Income (loss) from operations
Depreciation and amortization
Capital expenditures

$

65,875
22,804
9,299
1,795
1,956

$

19,302
3,287
1,216
583
397

$

—
—
(11,767)
613
278

$

85,177
26,091
(1,252)
2,991
2,631

$

43,385
17,660
7,584
1,237
3,685

$

20,694
4,058
2,686
608
204

$

—
—
(10,114)
557
559

$

64,079
21,718
156
2,402
4,448

Consumer and
Industrial Chemistry
Technologies

Energy Chemistry
Technologies

As of and for the six months ended June 30,

Corporate and Other

Total

2017
Net revenue from external customers
Gross profit
Income (loss) from operations
Depreciation and amortization
Capital expenditures
2016
Net revenue from external customers
Gross profit
Income (loss) from operations
Depreciation and amortization
Capital expenditures

$

126,640
45,106
17,848
3,644
2,470

$

38,491
8,727
4,921
1,162
897

$

—
—
(24,643)
1,217
1,141

$

165,131
53,833
(1,874)
6,023
4,508

$

88,064
36,429
15,597
2,480
6,699

$

39,826
9,082
6,075
1,118
346

$

—
—
(21,148)
1,053
1,193

$

127,890
45,511
524
4,651
8,238
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Assets of the Company by reportable segments are as follows (in thousands):
June 30, 2017
Energy Chemistry Technologies
Consumer and Industrial Chemistry Technologies
Corporate and Other

$

December 31, 2016

195,963
117,037
38,980

Total segments
Held for sale

$

184,328
98,105
56,882

351,980
7,197
$

Total assets

339,315
43,900

359,177

$

383,215

Geographic Information
Revenue by country is based on the location where services are provided and products are used. No individual country other than the United States (“U.S.”)
accounted for more than 10% of revenue. Revenue by geographic location is as follows (in thousands):
Three months ended June 30,
2017

Six months ended June 30,

2016

2017

2016

U.S.

$

$

49,381
14,698

$

136,485
28,646

$

Other countries
Total

71,836
13,341

101,987
25,903

$

85,177

$

64,079

$

165,131

$

127,890

Long-lived assets held in countries other than the U.S. are not considered material to the consolidated financial statements.
Major Customers
Revenue from major customers, as a percentage of consolidated revenue, is as follows:
Three months ended June 30,

Six months ended June 30,

2017

2017

Customer A

2016
13.3%
10.1%

Customer B

17.5%
13.3%

2016
12.7%
9.9%

20.7%
12.8%

Over 95% of the revenue from these customers was for sales in the Energy Chemistry Technologies segment.
Note 17 — Commitments and Contingencies
Class Action Litigation
On March 30, 2017, the U.S. District Court for the Southern District of Texas granted the Company’s motion to dismiss the four consolidated putative
securities class action lawsuits that were filed in November 2015, against the Company and certain of its officers. The lawsuits were previously consolidated
into a single case, and a consolidated amended complaint had been filed. The consolidated amended complaint asserted that the Company made false and/or
misleading statements, as well as failed to disclose material adverse facts about the Company’s business, operations, and prospects. The complaint sought an
award of damages in an unspecified amount on behalf of a putative class consisting of persons who purchased the Company’s common stock between
October 23, 2014 and November 9, 2015, inclusive. The lead plaintiff appealed the District Court’s decision granting the motion to dismiss.
In January 2016, three derivative lawsuits were filed, two in the District Court of Harris County, Texas (which have since been consolidated into one case)
and one in the United States District Court for the Southern District of Texas, on behalf of the Company against certain of its officers and its current directors.
The lawsuits allege violations of law, breaches of fiduciary duty, and unjust enrichment against the defendants.
The Company believes the lawsuits are without merit and intends to vigorously defend against all claims asserted. Discovery has not yet commenced. At this
time, the Company is unable to reasonably estimate the outcome of this litigation.
In addition, as previously disclosed, the U.S. Securities and Exchange Commission has opened an inquiry related to similar issues to those raised in the
above-described litigation.
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FLOTEK INDUSTRIES, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Other Litigation
The Company is subject to routine litigation and other claims that arise in the normal course of business. Management is not aware of any pending or
threatened lawsuits or proceedings that are expected to have a material effect on the Company’s financial position, results of operations or liquidity.
Concentrations and Credit Risk
The majority of the Company’s revenue is derived from the oil and gas industry. Customers include major oilfield services companies, major integrated oil
and natural gas companies, independent oil and natural gas companies, pressure pumping service companies, and state-owned national oil companies. This
concentration of customers in one industry increases credit and business risks.
The Company is subject to concentrations of credit risk within trade accounts receivable, as the Company does not generally require collateral as support for
trade receivables. In addition, the majority of the Company’s cash is maintained at a major financial institution and balances often exceed insurable amounts.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements
This Quarterly Report on Form 10-Q (“Quarterly Report”), and in particular, Part I, Item 2 — “Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” contains “forward-looking statements” within the meaning of the safe harbor provisions, 15 U.S.C. § 78u-5, of the Private
Securities Litigation Reform Act of 1995 (“Reform Act”). Forward-looking statements are not historical facts, but instead represent Flotek Industries, Inc.’s
(“Flotek” or “Company”) current assumptions and beliefs regarding future events, many of which, by their nature, are inherently uncertain and outside the
Company’s control. Such statements include estimates, projections, and statements related to the Company’s business plan, objectives, expected operating
results, and assumptions upon which those statements are based. The forward-looking statements contained in this Quarterly Report are based on information
available as of the date of this Quarterly Report.
The forward-looking statements relate to future industry trends and economic conditions, forecast performance or results of current and future initiatives and
the outcome of contingencies and other uncertainties that may have a significant impact on the Company’s business, future operating results and liquidity.
These forward-looking statements generally are identified by words including, but not limited to, “anticipate,” “believe,” “estimate,” “continue,” “intend,”
“expect,” “plan,” “forecast,” “project,” and similar expressions, or future-tense or conditional constructions such as “will,” “may,” “should,” “could,” etc. The
Company cautions that these statements are merely predictions and are not to be considered guarantees of future performance. Forward-looking statements
are based upon current expectations and assumptions that are subject to risks and uncertainties that can cause actual results to differ materially from those
projected, anticipated, or implied.
A detailed discussion of potential risks and uncertainties that could cause actual results and events to differ materially from forward-looking statements is
included in Part I, Item 1A — “Risk Factors” of the Annual Report on Form 10-K for the year ended December 31, 2016 (“Annual Report”) and periodically
in subsequent reports filed with the Securities and Exchange Commission (“SEC”). The Company has no obligation to publicly update or revise any forwardlooking statements, whether as a result of new information or future events, except as required by law.
Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) should be read in conjunction with the unaudited
condensed consolidated financial statements and the related notes thereto of this Quarterly Report, as well as the Annual Report. Phrases such as “Company,”
“we,” “our,” and “us” refer to Flotek Industries, Inc. and its subsidiaries.
Basis of Presentation
During the fourth quarter of 2016, the Company classified the Drilling Technologies and Production Technologies segments as held for sale based on
management’s intention to sell these businesses. The Company’s historical financial statements have been revised to present the operating results of the
Drilling Technologies and Production Technologies segments as discontinued operations. The results of operations of Drilling Technologies and Production
Technologies are presented as “Loss from discontinued operations” in the statement of operations and the related cash flows of these segments has been
reclassified to discontinued operations for all periods presented. The assets and liabilities of the Drilling Technologies and Production Technologies
segments have been reclassified to “Assets held for sale” and “Liabilities held for sale”, respectively, in the consolidated balance sheets for all periods
presented.
In May 2017, the Company completed the sale of substantially all of the assets and transfer of certain specified liabilities and obligations of each of the
Drilling Technologies and Production Technologies segments.
Executive Summary
Flotek is a global, diversified, technology-driven company that develops and supplies chemistries and services to the oil and gas industries, and high value
compounds to companies that make cleaning products, cosmetics, food and beverages, and other products that are sold in consumer and industrial markets.
Flotek operates in over 20 domestic and international markets.
The Company’s oilfield business includes specialty chemistries and logistics. Flotek’s technologies enable its customers in pursuing improved efficiencies in
the drilling and completion of their wells. Customers include major integrated oil and gas (“O&G”) companies, oilfield services companies, independent
O&G companies, pressure-pumping service companies, national and state-owned oil companies, and international supply chain management companies. The
Company also produces non-energy-related citrus oil and related products including (1) high value compounds used as additives by companies in the flavors
and fragrances markets and (2) environmentally friendly chemistries for use in numerous industries around the world, including the O&G industry. The
Company sources citrus oil domestically and internationally and is one of the largest processors of citrus oil in the world. Additionally, the Company also
provides automated bulk material handling, loading facilities, and blending capabilities.
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Continuing Operations
The operations of the Company are categorized into two reportable segments: Energy Chemistry Technologies (“ECT”) and Consumer and Industrial
Chemistry Technologies (“CICT”).
• Energy Chemistry Technologies designs, develops, manufactures, packages, and markets specialty chemistries used in O&G well drilling,
cementing, completion, and stimulation. These technologies developed by Flotek’s Research and Innovation team enable customers to pursue
improved efficiencies in the drilling and completion of wells.
• Consumer and Industrial Chemistry Technologies designs, develops, and manufactures products that are sold to companies in the flavor and
fragrance industries and specialty chemical industry. These technologies are used by beverage and food companies, fragrance companies, and
companies providing household and industrial cleaning products.
Discontinued Operations
The Drilling Technologies and Production Technologies segments are classified as discontinued operations.
• Drilling Technologies assembles, rents, sells, inspects, and markets downhole drilling equipment used in energy, mining, and industrial drilling
activities.
• Production Technologies assembles and markets production-related equipment, including pumping system components, electric submersible pumps
(“ESP”), gas separators, valves, and services that support natural gas and oil production activities.
Market Conditions
The Company’s success is sensitive to a number of factors, which include, but are not limited to, drilling and well completion activity, customer demand for
its advanced technology products, market prices for raw materials, and governmental actions.
Drilling and well completion activity levels are influenced by a number of factors, including the number of rigs in operation and the geographical areas of rig
activity. Additional factors that influence the level of drilling and well completion activity include:
• Historical, current, and anticipated future O&G prices,
• Federal, state, and local governmental actions that may encourage or discourage drilling activity,
• Customers’ strategies relative to capital funds allocations,
• Weather conditions, and
• Technological changes to drilling and completion methods and economics.
Historical North American drilling activity is reflected in “TABLE A” on the following page.
Customers’ demand for advanced technology products and services provided by the Company are dependent on their recognition of the value of:
• Chemistries that improve the economics of their O&G operations,
• Chemistries that meet the need of consumer product markets, and
• Chemistries that are economically viable, socially responsible, and ecologically sound.
Market prices for commodities, including citrus oils and guar, can be influenced by:
• Historical, current, and anticipated future production levels of the global citrus (primarily orange) and guar crops,
• Weather related risks,
• Health and condition of citrus trees and guar plants (e.g., disease and pests), and
• International competition and pricing pressures resulting from natural and artificial pricing influences.
Governmental actions may restrict the future use of hazardous chemicals, including, but not limited to, the following industrial applications:
• O&G drilling and completion operations,
• O&G production operations, and
• Non-O&G industrial solvents.
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TABLE A

Three months ended June 30,
2017

2016

Six months ended June 30,

% Change

2017

2016

% Change

Average North American Active Drilling Rigs
U.S.
Canada
Total

895
117

422
48

112.1%
143.8%

819
206

483
108

69.6%
90.7%

1,012

470

115.3%

1,025

591

73.4%

77
751
67

51
326
45

51.0%
130.4%
48.9%

73
681
65

57
377
49

28.1%
80.6%
32.7%

895

422

112.1%

819

483

69.6%

771
241

350
120

120.3%
100.8%

763
262

433
158

76.2%
65.8%

1,012

470

115.3%

1,025

591

73.4%

Average U.S. Active Drilling Rigs by Type
Vertical
Horizontal
Directional
Total
Average North American Drilling Rigs by Product

Oil
Natural Gas
Total

Source: Rig counts are per Baker Hughes, Inc. (www.bakerhughes.com). Rig counts are the averages of the weekly rig count activity.
Completions are per the U.S. Energy Information Administration (https://www.eia.gov/petroleum/drilling/) as of July 17, 2017.

Average U.S. rig activity increased by 112.1% and 69.6% for the three and six months ended June 30, 2017, respectively, compared to the same periods of
2016, and sequentially, increased by 20.6% when compared to the first quarter of 2017.
According to data collected by the U.S. Energy Information Administration (“EIA”) as reported on July 17, 2017, completions in the seven most prolific areas
in the lower 48 states increased 44.1% and 28.6% for the three and six months ended June 30, 2017, when compared to the same periods of 2016.
Sequentially, completions increased 21.4% when compared to the first quarter of 2017.
Source: FLOTEK INDUSTRIES INC/CN/, 10-Q, August 01, 2017

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

24

Source: FLOTEK INDUSTRIES INC/CN/, 10-Q, August 01, 2017

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Company Outlook
After a continuous decline in U.S. drilling rig activity beginning in mid-2014, the market began to gradually recover in the second quarter of 2016. Although
a continuing recovery appears to be underway, the level of drilling and completion activity is still depressed compared to historical levels. Assuming the
price for crude oil remains relatively stable and regulatory impediments are reduced, the Company expects U.S. oilfield activity to improve modestly
throughout 2017.
During the second quarter of 2017, the Company continued to successfully promote the efficacy of its Complex nano-Fluid ® (“CnF®”) chemistries resulting
in a 43.1% increase in CnF® sales volumes compared to the second quarter of 2016. Second quarter 2017 CnF® volumes increased 1.6% compared to the first
quarter of 2017. Although quarter to quarter performance may vary, the Company expects its Energy Chemistry Technologies sales to outperform market
activity metrics over time by continuing to demonstrate the efficacy of its CnF® chemistries through comparative analysis of wells with and without CnF®
chemistries, field validation results conducted by E&P companies, and the continuation of its direct-to-operator sales program known as the Flotek Store®.
Whether operators purchase directly from Flotek or continue to purchase from oilfield distribution and service companies, E&P operators are benefiting from
increased transparency in pricing and a more direct relationship with Flotek’s technical expertise and supply chain.
The Company’s success in promoting its patented and proprietary chemistries is supported through its industry leading research and innovation staff who
provide customer responsive product innovation, as well as development of new products which are expected to expand the Company’s future product lines.
During the third quarter of 2016, the Company completed its new Global Research & Innovation Center in Houston. This state-of-the-art facility allows for
the development of next-generation innovative energy chemistries, as well as expanded collaboration between clients, leaders from academia, and Company
scientists. These collaborative opportunities are an important and distinguishing capability within the industry.
The outlook for the Company’s consumer and industrial chemistries will be driven by the availability and demand for citrus oils, industrial solvents, and
flavor and fragrance ingredients. Although current inventory and crop expectations are sufficient to meet the Company’s needs to supply its flavor and
fragrance business, as well as both internal and external industrial markets, the market supply of citrus oils has declined in recent years due to the reduction in
citrus crops caused by the citrus greening disease. This reduced supply has resulted in higher citrus oil prices and increased price volatility. However, the
Company expects its strong market position to enable it to maintain a stable supply of citrus oils for internal use and external sales. The Company expects to
manage the impact of volatile terpene costs through the development of new product formulations and pricing strategies.
During the fourth quarter 2016, the Company implemented a strategic restructuring of its business to enable a greater focus on its core businesses in energy
chemistry and consumer and industrial chemistry and initiated a process to identify potential buyers for its Drilling Technologies and Production
Technologies segments. During the second quarter of 2017, the Company completed the sale of substantially all of the assets and transfer of certain specified
liabilities and obligations of the Drilling Technologies and Production Technologies segments.
Capital expenditures for continuing operations totaled $4.5 million and $8.2 million for the six months ended June 30, 2017 and 2016, respectively. The
Company expects capital spending to be between $9 million and $12 million in 2017. The Company will remain nimble in its core capital expenditure plans,
adjusting as market conditions warrant.
Changes to geopolitical, global economic, and industry trends could have an impact, either positive or negative, on the Company’s business. In the event of
significant adverse changes to the demand for oil and gas production, the market price for oil and gas, and/or the availability of citrus crops, the market
conditions affecting the Company could change rapidly and materially. Should such adverse changes to market conditions occur, management believes the
Company has access to adequate liquidity to withstand the impact of such changes while continuing to make strategic capital investments and acquisitions,
if opportunities arise. In addition, management believes the Company is well-positioned to take advantage of significant increases in demand for its products
should market conditions improve dramatically in the near term.
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Results of Continuing Operations (in thousands):

Revenue

$

Cost of revenue
Gross profit
Gross margin %
Corporate general and administrative
Corporate general and administrative %
Segment selling and administrative
Segment selling and administrative %
Depreciation and amortization
Research and innovation costs
Loss on disposal of long-lived assets
(Loss) income from operations
Operating margin %
Interest and other expense, net
Loss before income taxes
Income tax benefit
Loss from continuing operations
Loss from discontinued operations, net of tax
Net loss

$

Three months ended June 30,

Six months ended June 30,

2017

2017

85,177
59,086

2016
$

64,079
42,361

$

165,131
111,298

2016
$

127,890
82,379

26,091
30.6 %
11,155
13.1 %
9,386
11.0 %
2,479
4,109
214

21,718
33.9%
9,557
14.9%
8,067
12.6%
1,905
2,048
(15)

53,833
32.6 %
23,426
14.2 %
19,695
11.9 %
4,924
7,250
412

45,511
35.6%
20,096
15.7%
17,105
13.4%
3,806
3,995
(15)

(1,252)
(1.5)%
(312)

156
0.2%
(657)

(1,874)
(1.1)%
(754)

524
0.4%
(1,071)

(1,564)
442

(501)
390

(2,628)
762

(547)
407

(1,122)
(2,704)

(111)
(2,169)

(1,866)
(13,937)

(140)
(32,325)

(3,826)

$

(2,280)

$

(15,803)

$

(32,465)

Consolidated Results of Operations: Three and Six Months Ended June 30, 2017, Compared to the Three and Six Months Ended June 30, 2016
Consolidated revenue for the three and six months ended June 30, 2017, increased $21.1 million, or 32.9%, and $37.2 million, or 29.1%, respectively, versus
the same periods of 2016. These increases in revenue were driven by increased sales within the Energy Chemistry Technologies segment due to the increased
oilfield activity beginning in the latter half of 2016.
Consolidated gross profit for the three and six months ended June 30, 2017, increased $4.4 million, or 20.1%, and $8.3 million, or 18.3%, respectively,
compared to the same periods of 2016. Gross margin decreased to 30.6% and 32.6% for the three and six months ended June 30, 2017, respectively, from
33.9% and 35.6% in the same periods of 2016, primarily due to increased volumes of lower margin product sales in all segments.
Corporate general and administrative (“CG&A”) expenses are not directly attributable to products sold or services provided. CG&A costs increased $1.6
million, or 16.7%, and $3.3 million, or 16.6%, for the three and six months ended June 30, 2017, respectively, versus the same periods of 2016; however, as a
percentage of revenue, CG&A decreased 1.8% and 1.5% for the three and six months ended June 30, 2017, respectively. These increases were primarily due
to costs associated with executive retirement and stock compensation expense, partially offset by decreased legal expenses related to ongoing litigation.
Segment selling and administrative (“SS&A”) expenses are not directly attributable to products sold or services provided. SS&A costs increased $1.3 million,
o r 16.4%, and $2.6 million, or 15.1%, for the three and six months ended June 30, 2017, respectively, versus the same periods of 2016; however, as a
percentage of revenue, SS&A decreased 1.6% and 1.5% for the three and six months ended June 30, 2017, respectively. These increases were primarily due to
increased headcount in the Energy Chemistry Technologies sales and support staff for expansion and growth in new business and related higher sales and
marketing expenses.
Depreciation and amortization expense increased $0.6 million, or 30.1%, and $1.1 million, or 29.4%, for the three and six months ended June 30, 2017,
respectively, versus the same periods of 2016, primarily attributable to the completion and equipping of the Global Research & Innovation Center in August
2016, along with other improvements to manufacturing facilities.
Research and Innovation (“R&I”) expense increased $2.1 million, or 100.6%, and $3.3 million, or 81.5%, for the three and six months ended June 30, 2017,
respectively, compared to the same periods of 2016. These increases in R&I are primarily attributable
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to new product development and Flotek’s commitment to remaining responsive to customer needs, increased demand, continued growth and refining of
existing product lines, and the development of new chemistries which are expected to expand the Company’s intellectual property portfolio.
Interest and other expense decreased $0.3 million, or 52.5%, and $0.3 million, or 29.6%, for the three and six months ended June 30, 2017, respectively,
versus the same periods of 2016, primarily due to the repayment of the term loan on May 27, 2017.
The Company recorded income tax benefits of $0.4 million and $0.8 million, yielding effective tax benefit rates of 28.3% and 29.0%, for the three and six
months ended June 30, 2017, respectively, compared to income tax benefits of $0.4 million and $0.4 million, yielding effective tax benefit rates of 77.8%
and 74.4%, for the comparable periods in 2016.
As part of the Company’s strategic restructuring of its business to enable a greater focus on its core businesses in energy chemistry and consumer and
industrial chemistry, the Company completed the sale of substantially all of the assets and transfer of certain specified liabilities and obligations of the
Drilling Technologies and Production Technologies segments in May 2017. The Company recorded a net loss from discontinued operations of $2.7 million
and $13.9 million for the three and six months ended June 30, 2017, respectively.
Results by Segment
Energy Chemistry Technologies (“ECT”)
(dollars in thousands)
Revenue
Gross profit
Gross margin %
Income from operations
Operating margin %

$

Three months ended June 30,

Six months ended June 30,

2017

2017

65,875
$
22,804
34.6%
9,299
14.1%

2016
43,385
$
17,660
40.7%
7,584
17.5%

126,640
$
45,106
35.6%
17,848
14.1%

2016
88,064
36,429
41.4%
15,597
17.7%

ECT Results of Operations: Three and Six Months Ended June 30, 2017, Compared to the Three and Six Months Ended June 30, 2016
ECT revenue for the three and six months ended June 30, 2017, increased $22.5 million, or 51.8%, and $38.6 million, or 43.8%, respectively, versus the same
periods of 2016. CnF® sales volumes increased 43.1% (revenues increased 51.1%), compared to the three months ended June 30, 2016. Increased CnF®
chemistry sales during the second quarter of 2017 was due to increased well completion activity by customers. Quarterly non-CnF revenues rose
approximately 62.8%, compared to the three months ended June 30, 2016, due to increased customer demand as a result of oilfield market conditions.
Sequentially, revenues increased $5.1 million, or 8.4%, versus the first quarter of 2017. CnF® sales volumes increased 1.6% (revenues increased 1.2%) on a
sequential basis.
ECT gross profit increased $5.1 million, or 29.1%, and $8.7 million, or 23.8%, for the three and six months ended June 30, 2017, respectively, versus the
same periods of 2016. Gross margin decreased to 34.6% and 35.6% for the three and six months ended June 30, 2017, respectively, from 40.7% and 41.4% in
the same periods of 2016. The gross margin decreases over the periods were primarily due to product mix with higher raw material costs associated with the
higher sales volume of CnF® chemistries. Sequentially, gross profit increased $0.5 million, or 2.3%, versus the first quarter of 2017.
Income from operations for the ECT segment increased $1.7 million, or 22.6%, and $2.3 million, or 14.4%, for the three and six months ended June 30, 2017,
respectively, versus the same periods of 2016. These increases were primarily attributable to the increase in CnF® sales.
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Consumer and Industrial Chemistry Technologies (“CICT”)
(dollars in thousands)
Revenue

Three months ended June 30,

Six months ended June 30,

2017

2017

$

2016

19,302
$
3,287
17.0%
1,216
6.3%

Gross profit
Gross margin %
Income from operations
Operating margin %

20,694
$
4,058
19.6%
2,686
13.0%

38,491
$
8,727
22.7%
4,921
12.8%

2016
39,826
9,082
22.8%
6,075
15.3%

CICT Results of Operations: Three and Six Months Ended June 30, 2017, Compared to the Three and Six Months Ended June 30, 2016
CICT revenue decreased $1.4 million, or 6.7%, and $1.3 million, or 3.4%, for the three and six months ended June 30, 2017, respectively, versus the same
periods of 2016. These decreases were due to reduced volumes, partially offset by higher prices. Sequentially, quarterly revenues remained flat.
CICT gross profit for the three and six months ended June 30, 2017, decreased $0.8 million, or 19.0%, and $0.4 million, or 3.9%, respectively, versus the
same periods of 2016. Gross margin decreased to 17.0% and 22.7% for the three and six months ended June 30, 2017, respectively, from 19.6% and 22.8% in
the same periods of 2016, as a result of decreased margins associated with product mix and a slight increase in direct costs. Sequentially, gross profits
decreased by $2.2 million, and gross margins decreased to 17.0% from 28.3% in the first quarter of 2017 due to product mix and increased raw material costs.
Income from operations for the CICT segment decreased $1.5 million, or 54.7%, and $1.2 million, or 19.0%, for the three and six months ended June 30,
2017, respectively, versus the same periods of 2016. Sequentially, quarterly operating profits decreased by $2.5 million. These decreases are primarily
attributable to product mix and increased raw material and indirect costs.
Discontinued Operations
During the fourth quarter of 2016, the Company classified the Drilling Technologies and Production Technologies segments as held for sale based on
management’s intention to sell these businesses. In May 2017, the Company completed the sale of substantially all of the assets and transfer of certain
specified liabilities and obligations of the Drilling Technologies and Production Technologies segments. The Company’s historical financial statements
have been revised to present the operating results of the Drilling Technologies and Production Technologies segments as discontinued operations. The
information below is presented for informational purposes only.
Drilling Technologies
(dollars in thousands)
Revenue
Gross profit
Gross margin %
Loss from operations
Loss from operations - excluding impairment
Operating margin % - excluding impairment

$

Three months ended June 30,

Six months ended June 30,

2017

2017

2016
4,737
$
2,134
45.0 %
(624)
(624)
(13.2)%

6,372
$
2,217
34.8 %
(1,618)
(1,618)
(25.4)%

11,534
$
4,275
37.1 %
(1,440)
(1,440)
(12.5)%

2016
12,829
3,242
25.3 %
(42,569)
(6,047)
(47.1)%
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Production Technologies
(dollars in thousands)
Revenue
Gross profit
Gross margin %
Loss from operations
Loss from operations - excluding impairment
Operating margin % - excluding impairment

$

Three months ended June 30,

Six months ended June 30,

2017

2017

2016
849
$
142
16.7 %
(752)
(752)
(88.6)%

1,868
$
(14)
(0.7)%
(1,261)
(1,261)
(67.5)%

4,002
$
813
20.3 %
(1,225)
(1,225)
(30.6)%

2016
3,889
96
2.5 %
(6,692)
(2,779)
(71.5)%

Off-Balance Sheet Arrangements
There have been no transactions that generate relationships with unconsolidated entities or financial partnerships, such as entities often referred to as
“structured finance” or “special purpose entities” (“SPEs”), established for the purpose of facilitating off-balance sheet arrangements or other contractually
narrow or limited purposes. As of June 30, 2017, the Company was not involved in any unconsolidated SPEs.
The Company has not made any guarantees to customers or vendors nor does the Company have any off-balance sheet arrangements or commitments that
have, or are reasonably likely to have, a current or future effect on the Company’s financial condition, change in financial condition, revenue, expenses,
results of operations, liquidity, capital expenditures, or capital resources that would be material to investors.
Critical Accounting Policies and Estimates
The Company’s Financial Statements have been prepared in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”). Preparation of these statements requires management to make judgments, estimates, and assumptions that affect the amounts reported in the
financial statements and accompanying footnotes. Part II, Item 8 — Financial Statements and Supplementary Data, Note 2 of “Notes to Consolidated
Financial Statements” and Part II, Item 7 — Management’s Discussion and Analysis of Financial Conditions and Results of Operations, “Critical Accounting
Policies and Estimates” of the Company’s Annual Report, and the “Notes to Unaudited Condensed Consolidated Financial Statements” of this Quarterly
Report describe the significant accounting policies and critical accounting estimates used to prepare the consolidated financial statements. Critical
accounting policies and estimates are defined as those that are both most important to the portrayal of the Company’s financial condition and results of
operations and require management’s most subjective judgments. The Company regularly reviews and challenges judgments, assumptions, and estimates
related to critical accounting policies. The Company’s estimates and assumptions are based on historical experience and expected changes in the business
environment; however, actual results may materially differ from the estimates. There have been no significant changes in the Company’s critical accounting
estimates during the six months ended June 30, 2017.
Recent Accounting Pronouncements
Recent accounting pronouncements which may impact the Company are described in Note 2 — “Recent Accounting Pronouncements” in Part I, Item 1 —
“Financial Statements” of this Quarterly Report.
Capital Resources and Liquidity
Overview
The Company’s ongoing capital requirements arise from the Company’s need to service debt, acquire and maintain equipment, fund working capital
requirements, and when the opportunities arise, to make strategic acquisitions and repurchase Company stock. During the first six months of 2017, the
Company funded capital requirements primarily with cash on hand and debt financing.
The Company’s primary source of debt financing is its Credit Facility with PNC Bank. This Credit Facility contains provisions for a revolving credit facility
and a term loan secured by substantially all of the Company’s domestic real and personal property, including accounts receivable, inventory, land, buildings,
equipment, and other intangible assets. On May 22, 2017, the Company repaid the outstanding balance of the term loan and the liens on land, buildings,
equipment, and other intangible assets were released. As of June 30, 2017, the Company had $42.7 million in outstanding borrowings under the revolving
debt portion of the Credit Facility and no outstanding balance under the term loan. At June 30, 2017, the Company was in compliance with all debt
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covenants. Significant terms of the Credit Facility are discussed in Note 11 — “Long-Term Debt and Credit Facility” in Part I, Item 1 — “Financial
Statements” of this Quarterly Report.
The Company believes it has access to adequate liquidity to fund its ongoing operations and capital expenditures. As of June 30, 2017, the Company had
available borrowing capacity under its revolving line of credit of $22.2 million and available cash of $3.4 million, resulting in total liquidity of $25.6
million. For the remainder of 2017, the Company plans to spend between $4.5 million and $7.5 million for committed and planned capital expenditures. The
Company may pursue external financing to increase its liquidity position and/or fund acquisitions when strategic opportunities arise.
Any excess cash generated may be used to pay down the level of debt or retained for future use.
Net Debt
Net debt represents total debt less cash and cash equivalents and combines the Company’s indebtedness and the cash and cash equivalents that could be used
to repay that debt. Components of net debt are as follows (in thousands):
June 30, 2017

June 30, 2016

Cash and cash equivalents
Current portion of long-term debt
Long-term debt, less current portion

$

3,422 $
(42,716)
—

3,840
(50,228)
(14,684)

Net debt

$

(39,294) $

(61,072)

Cash Flows
Consolidated cash flows by type of activity are noted below (in thousands):
Six months ended June 30,
2017

2016

Net cash used in operating activities

$

$

Net cash provided by (used in) investing activities
Net cash (used in) provided by financing activities
Net cash flows used in discontinued operations
Effect of changes in exchange rates on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents

(7,243)
13,045
(7,223)
—
20

(3,295)
(8,354)
13,236
(8)
53

$

(1,401)

$

1,632

Operating Activities
Net cash used in operating activities was $7.2 million and $3.3 million during the six months ended June 30, 2017 and 2016, respectively. Consolidated net
loss for the six months ended June 30, 2017 and 2016, totaled $1.9 million and $0.1 million, respectively.
During the six months ended June 30, 2017, net non-cash contributions to net income totaled $6.3 million. Contributory non-cash items consisted primarily
of $6.3 million for depreciation and amortization, $6.7 million for stock-based compensation expense, and $0.4 million for net loss on sale of assets, partially
offset by $7.3 million for changes to deferred income taxes.
During the six months ended June 30, 2016, net non-cash contributions to net income totaled $2.8 million. Contributory non-cash items consisted primarily
o f $4.9 million for depreciation and amortization, $5.1 million for stock compensation expense, and $1.0 million for recognized incremental tax benefits
related to the Company’s share based awards, partially offset by $8.1 million for changes to deferred income taxes.
During the six months ended June 30, 2017, changes in working capital used $11.7 million in cash, primarily resulting from increasing accounts receivable
and inventory by $32.9 million and decreasing accounts payable and accrued liabilities, partially offset by decreasing income taxes receivable and other
current assets by $22.8 million.
During the six months ended June 30, 2016, changes in working capital used $6.0 million in cash, primarily resulting from increasing accounts receivable,
inventory, income taxes receivable, and other current assets by $19.6 million and decreasing income taxes payable by $1.8 million, partially offset by
increasing accounts payable, accrued liabilities, and interest payable by $15.4 million.
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Investing Activities
Net cash provided by investing activities was $13.0 million for the six months ended June 30, 2017. Cash provided by investing activities primarily included
$17.5 million of proceeds received from the sale of the Drilling Technologies and Production Technologies segments and $0.3 million of proceeds received
from the sale of fixed assets, partially offset by $4.5 million for capital expenditures and $0.2 million for the purchase of various patents.
Net cash used in investing activities was $8.4 million for the six months ended June 30, 2016. Cash used in investing activities primarily included $8.2
million for capital expenditures and $0.1 million associated with the purchase of various patents.
Financing Activities
Net cash used in financing activities was $7.2 million for the six months ended June 30, 2017, primarily due to using $5.7 million for repayments of debt, net
of borrowings, purchases of treasury stock for tax withholding purposes related to vesting of restricted stock awards of $1.3 million, and $0.5 million for the
repurchase of common stock. Cash used in financing activities was partially offset by $0.4 million in proceeds from the sale of common stock.
Net cash generated through financing activities was $13.2 million for the six months ended June 30, 2016. Cash generated through financing activities was
primarily due to receiving $14.4 million from borrowings of debt, net of repayments, and proceeds from the sale of common stock of $0.4 million. Cash
generated through financing activities was partially offset by reductions in tax benefit related to stock-based compensation of $1.0 million and $0.6 million
for purchases of treasury stock for tax withholding purposes related to vesting of restricted stock awards and the exercise of non-qualified stock options.
Although the Company has no immediate intention to access the capital markets, the Company has prepared a “universal” shelf registration which will be
filed with the Securities and Exchange Commission. This shelf registration statement will register the issuance and sale from time to time of various securities
by the Company, including but not limited to senior notes, subordinated notes, preferred stock, common stock, warrants, units, and guarantees. Once this
shelf registration statement is filed with the Securities and Exchange Commission and becomes effective, the Company will have the financial flexibility to
access the capital markets quickly and efficiently from time to time as the need may arise.
Contractual Obligations
Cash flows from operations are dependent on a variety of factors, including fluctuations in operating results, accounts receivable collections, inventory
management, and the timing of payments for goods and services. Correspondingly, the impact of contractual obligations on the Company’s liquidity and
capital resources in future periods is analyzed in conjunction with such factors.
Material contractual obligations consist of repayment of amounts borrowed on the Company’s Credit Facility with PNC Bank and payment of operating lease
obligations. Contractual obligations at June 30, 2017, are as follows (in thousands):
Payments Due by Period
Less than 1
year

Total
Borrowings under revolving credit facility (1)
Operating lease obligations
Total

1 - 3 years

More than 5
years

3 - 5 years

$

42,716
23,210

$

42,716
2,749

$

—
4,986

$

—
3,971

$

—
11,504

$

65,926

$

45,465

$

4,986

$

3,971

$

11,504

(1) The borrowing is classified as current debt. The weighted-average interest rate is 4.09% at June 30, 2017.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
The Company is exposed to market risk from changes in interest rates, commodity prices, and foreign currency exchange rates. There have been no material
changes to the quantitative or qualitative disclosures about market risk set forth in Part II, Item 7A of the Company’s Annual Report.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
The Company’s disclosure controls and procedures are designed to ensure that information required to be disclosed by the Company in reports filed or
submitted under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized and reported within the time
periods specified in the SEC’s rules and forms. The Company’s disclosure controls and procedures are also designed to ensure such information is
accumulated and communicated to management, including the principal executive and principal financial officers, as appropriate to allow timely decisions
regarding required disclosures. There are inherent limitations to the effectiveness of any system of disclosure controls and procedures, including the
possibility of human error and the circumvention or overriding of controls and procedures. Accordingly, even effective disclosure controls and procedures
can only provide reasonable assurance that control objectives are attained. The Company’s disclosure controls and procedures are designed to provide such
reasonable assurance.
The Company’s management, with the participation of the principal executive and principal financial officers, evaluated the effectiveness of the design and
operation of the Company’s disclosure controls and procedures as of June 30, 2017, as required by Rule 13a-15(e) of the Exchange Act. Based upon that
evaluation, the principal executive and principal financial officers have concluded that the Company’s disclosure controls and procedures were effective as
of June 30, 2017.
Changes in Internal Control Over Financial Reporting
There have been no changes in the Company’s system of internal control over financial reporting during the three months ended June 30, 2017, that have
materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Proceedings
Class Action Litigation
On March 30, 2017, the U.S. District Court for the Southern District of Texas granted the Company’s motion to dismiss the four consolidated putative
securities class action lawsuits that were filed in November 2015, against the Company and certain of its officers. The lawsuits were previously consolidated
into a single case, and a consolidated amended complaint had been filed. The consolidated amended complaint asserted that the Company made false and/or
misleading statements, as well as failed to disclose material adverse facts about the Company’s business, operations, and prospects. The complaint sought an
award of damages in an unspecified amount on behalf of a putative class consisting of persons who purchased the Company’s common stock between
October 23, 2014 and November 9, 2015, inclusive. The lead plaintiff appealed the District Court’s decision granting the motion to dismiss.
In January 2016, three derivative lawsuits were filed, two in the District Court of Harris County, Texas (which have since been consolidated into one case)
and one in the United States District Court for the Southern District of Texas, on behalf of the Company against certain of its officers and its current directors.
The lawsuits allege violations of law, breaches of fiduciary duty, and unjust enrichment against the defendants.
The Company believes the lawsuits are without merit and intends to vigorously defend against all claims asserted. Discovery has not yet commenced. At this
time, the Company is unable to reasonably estimate the outcome of this litigation.
In addition, as previously disclosed, the U.S. Securities and Exchange Commission has opened an inquiry related to similar issues to those raised in the
above-described litigation.
Other Litigation
The Company is subject to routine litigation and other claims that arise in the normal course of business. Management is not aware of any pending or
threatened lawsuits or proceedings that are expected to have a material effect on the Company’s financial position, results of operations or liquidity.
Item 1A. Risk Factors
There have been no material changes to the risk factors set forth in Part I, Item 1A of the Company’s Annual Report.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Issuer Purchases of Equity Securities
Repurchases of the Company’s equity securities during the three months ended June 30, 2017, are as follows:

Period
April 1, 2017 to April 30, 2017
May 1, 2017 to May 31, 2017
June 1, 2017 to June 30, 2017
Total

Total Number of
Shares Purchased
(1)

Average Price Paid
per Share

Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs

497,391
81,218
56,191

$
$
$

12.55
9.74
9.08

—
50,000
—

634,800

$

11.89

50,000

Maximum Dollar
Value of Shares that
May Yet be Purchased
Under the Plans or
Programs (2) (3) (4)
$
$
$

54,907,862
54,420,042
54,420,042

(1) The Company purchases shares of its common stock (a) to satisfy tax withholding requirements and payment remittance obligations related to period vesting of restricted shares
and exercise of non-qualified stock options, (b) to satisfy payments required for common stock upon the exercise of stock options, and (c) as part of a publicly announced
repurchase program on the open market.
(2) In November 2012, the Company’s Board of Directors authorized the repurchase of up to $25 million of the Company’s common stock. Repurchases may be made in open market
or privately negotiated transactions. Through June 30, 2017, the Company has repurchased $20.6 million of its common stock and $4.4 million may yet be used to purchase
shares.
(3) In June 2015, the Company’s Board of Directors authorized the repurchase of up to an additional $50 million of the Company’s common stock. Repurchases may be made in open
market or privately negotiated transactions. Through June 30, 2017, the Company has not repurchased any of its common stock under this authorization and $50.0 million may yet
be used to purchase shares.
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(4) A covenant under the Company’s Credit Facility limits the amount that may be used to repurchase the Company’s common stock. As of June 30, 2017, this covenant limits
additional share repurchases to $4.4 million.

Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
None.
Item 6. Exhibits
Exhibit
Number

Description of Exhibit

3.1
3.2
3.3
4.1
4.2
10.1

10.2

*

31.1
31.2
32.1
32.2
101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF

*
*
**
**
+
+
+
+
+
+

*
**
+

Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the Company’s Form 10-Q for the quarter
ended September 30, 2007).
Certificate of Amendment to the Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the
Company’s Form 10-Q for the quarter ended September 30, 2009).
Amended and Restated Bylaws, dated December 9, 2014 (incorporated by reference to Exhibit 3.1 to the Company’s Form 8-K filed on
December 10, 2014).
Form of Certificate of Common Stock (incorporated by reference to Appendix E to the Company’s Definitive Proxy Statement filed on
September 27, 2001).
Registration Rights Agreement, dated as of July 26, 2016, by and among the Company, Donald Bramblett, and Mark Kieper (incorporated
by reference to Exhibit 4.6 to the Company’s Registration Statement on Form S-3 (File No. 333-212864) filed on August 3, 2016).
Seventh Amendment to Amended and Restated Revolving Credit, Term Loan and Security Agreement and Sixth Amendment to Amended
and Restated Revolving Credit, Term Loan and Security Agreement, dated effective as of March 31, 2017 (incorporated by reference to
Exhibit 10.1 to the Company’s Form 8-K filed on May 1, 2017).
Asset Purchase Agreement, dated May 2, 2017, by and among National Oilwell DHT, L.P., Dreco Energy Services ULC, and National
Oilwell Varco, L.P., the buyers, Teledrift Company, Turbeco, Inc., Flotek Technologies ULC, and Flotek Industries FZE, the sellers, and
Flotek Industries, Inc.
Rule 13a-14(a) Certification of Principal Executive Officer.
Rule 13a-14(a) Certification of Principal Financial Officer.
Section 1350 Certification of Principal Executive Officer.
Section 1350 Certification of Principal Financial Officer.
XBRL Instance Document.
XBRL Schema Document.
XBRL Calculation Linkbase Document.
XBRL Label Linkbase Document.
XBRL Presentation Linkbase Document.
XBRL Definition Linkbase Document.
Filed herewith.
Furnished with this Form 10-Q, not filed.
Filed electronically with this Form 10-Q.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.
FLOTEK INDUSTRIES, INC.
By:

/s/ JOHN W. CHISHOLM
John W. Chisholm
President, Chief Executive
Officer and
Chairman of the Board

Date: August 1, 2017
FLOTEK INDUSTRIES, INC.
By:

/s/ H. RICHARD WALTON
H. Richard Walton
Executive Vice President and
Chief Financial Officer

Date: August 1, 2017
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Flotek Industries, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2017, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies, pursuant to 18 U.S.C. §1350, as adopted pursuant to
§ 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ H. RICHARD WALTON
H. Richard Walton
Executive Vice President and Chief Financial Officer
Date: August 1, 2017
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Exhibit 10.2
Execution Version

ASSET PURCHASE AGREEMENT

by and among NATIONAL OILWELL DHT, L.P., DRECO ENERGY SERVICES ULC,
NATIONAL OILWELL VARCO, L.P., acting through its general partner, NOW Oilfield Services, LLC, with branch
operations established in Jebel Ali Free Zone, United Emirates, namely “National-Oilwell Varco, L.P.”,
TELEDRIFT COMPANY, TURBECO, INC.,
FLOTEK TECHNOLOGIES ULC, FLOTEK INDUSTRIES FZE, AND
FLOTEK INDUSTRIES, INC.

Dated as of May 2, 2017
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ASSET PURCHASE AGREEMENT
This Asset Purchase Agreement (this “ Agreement”) is dated May 2, 2017, by and among National Oilwell DHT, L.P., a
Delaware limited partnership (“NOV US”), Dreco Energy Services ULC, an Alberta corporation (“NOV Canada”), and National
Oilwell Varco, L.P., a Delaware limited partnership, formed and existing under the laws of the State of Delaware, with principal
offices at 7909 Parkwood Circle Drive, Houston, Texas
77036, acting through its general partner, NOW Oilfield Services, LLC, with branch
operations established in Jebel Ali Free Zone, United Arab Emirates, namely NATIONAL- OILWELL VARCO, L.P., registered
with Jebel Ali Free Zone Commercial Registry Dept. under Registration No. OVR-1537, represented herein by NOW Oilfield
Services, LLC’s Vice President, Brigitte M. Hunt (“ NOV FZE,” and each of NOV US, NOV Canada and NOV FZE, a “Buyer”
and together, “Buyers”), Teledrift Company, a Delaware corporation (“ Teledrift”), Turbeco, Inc., a Texas corporation (“ Turbeco”),
Flotek Technologies ULC, an Alberta corporation (“ Flotek ULC”), and Flotek Industries FZE, a Jebel Ali Free Zone entity with
registration no. 115643 (“Flotek FZE,” and each of Teledrift, Turbeco, Flotek ULC and Flotek FZE, a “ Seller,” and together, the
“Sellers”), and Flotek Industries, Inc., a Delaware corporation (“Flotek”). Buyers, Sellers and Flotek are each a “Party” and are
collectively, the “Parties.”
RECITALS
WHEREAS, upon the terms set forth herein, Sellers desire to sell to Buyers, and Buyers desire to purchase from Sellers, the
Purchased Assets (as defined herein), pursuant to the terms and conditions of this Agreement, but excluding certain assets and
Liabilities as described in this Agreement.
NOW, THEREFORE, in consideration of the premises, the mutual covenants contained herein and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties hereto agree as follows:
ARTICLE I D EFINITIONS
The following terms have the meanings specified or referred to in this Article I:
“2016 Financial Statements” has the meaning set forth in Section 6.05.
“Accountants” has the meaning set forth in Section 2.07(b)(iv).
“Affiliate(s)” means, with respect to a specified Person, (a) any Person that, directly or indirectly, through one or more
intermediaries, controls, is controlled by, or is under common control with the Person specified or (b) if such Person is an individual,
any spouse of such individual, or any relative of such Person or of such spouse (such relative being related to the individual in
question within the second degree). For purposes of this definition, “control” (including “controlling”, “controlled by” and “under
common control with”) means the possession, direct or indirect, or the power to direct or cause the direction
1
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of the management and policies of a Person, whether through the ownership of voting securities, by contract or otherwise.
“Agreement” has the meaning set forth in the preamble.
“Allocation” has the meaning set forth in Section 2.08(a).
“Assigned Contracts” has the meaning set forth in Section 2.01(a)(ii).
“Assigned Leases” has the meaning set forth in Section 3.02(h).
“Assumed Obligations” has the meaning set forth in Section 2.02.
“Assumption Notice” has the meaning set forth in Section 9.04(b).
“Balance Sheet Date” has the meaning set forth in Section 6.05.
“Benefit Plans” includes all “employee benefit plans” (as defined in Section 3(3) of ERISA), “multiemployer plans” (as
defined in Section 3(37) of ERISA), simplified employee pension, deferred compensation, incentive compensation, stock bonus,
stock option, restricted stock, cash bonus, employee stock ownership, severance pay, golden parachute, cafeteria, flexible
compensation, life insurance, or vacation plans or arrangements of any kind and any other employee benefit plans, programs or
arrangements maintained by Sellers or Flotek or any Commonly Controlled Entities.
“Bill of Sale” has the meaning set forth in Section 3.02(d).
“Business” means the business activities of Sellers as of the Closing Date of designing, manufacturing, assembling, selling,
servicing, renting or providing measurement while drilling (MWD) tools, downhole drilling tools, casing accessories, or other tools or
products that perform substantially the same function in the oil and gas industry on a global basis.
“Business Day” means any day that is not a Saturday, Sunday or legal holiday in the State of Texas and that is not otherwise a
federal holiday in the United States.
“Business Employee” has the meaning set forth in Section 4.04(b).
“Business Facility” or “Business Facilities” means Sellers’ Owned Real Property and Sellers’ Leased Real Property.
“Buyer” and “Buyers” have the meaning set forth in the preamble.
“Buyers’ Closing Certificate” has the meaning set forth in Section 5.03(d).
2
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“Buyers’ Indemnified Persons” has the meaning set forth in Section 9.02.
“Buyers’ Representative” has the meaning set forth in Section 11.15.
“Claim” or “Claims” means claims, actions, causes of action, demands, filings, investigations, proceedings, arbitrations,
mediations, suits or other legal or administrative Proceedings, whether civil or criminal or based on negligence, trespass, intentional
tort, strict liability, contribution or indemnification, common or decisional law, federal or state statute or local ordinance or otherwise,
and whether any of the foregoing is the result of a third-party claim, Government Authority claim, or a claim by either Buyers or
Sellers.
“Closing” has the meaning set forth in Section 3.01.
“Closing Date” has the meaning set forth in Section 3.01.
“Closing Date Inventory” has the meaning set forth in Section 2.07(b)(i).
“Closing Date Inventory Adjustment Amount” means the Closing Date Inventory Excess, expressed as a positive number, or
the Closing Date Inventory Deficiency, expressed as a negative number, as applicable, as reflected in the Closing Statement.
“Closing Date Inventory Deficiency has the meaning set forth in Section 2.07(b)(i).
“Closing Date Inventory Excess” has the meaning set forth in Section 2.07(b)(i).
“Closing Date Payment” has the meaning set forth in Section 2.05(a).
“Closing Statement” has the meaning set forth in Section 2.07(b)(i).
“Closing Statement Submission Deadline” has the meaning set forth in Section
2.07(b)(iv).
“Code” means the Internal Revenue Code of 1986, as amended.
“Commonly Controlled Entity” means any entity (whether or not incorporated) which is a member of a controlled group that
includes a Seller or which is under common control with a Seller within the meaning of Sections 414(b), (c), (m) or (o) of the Code.
“Contract” means any agreement, lease, license or contract, or other legally binding commitment, whether written or oral.
“Customs & International Trade Laws” means any law, statute, executive order, regulation, rule, permit, license, directive,
ruling, Order, decree, ordinance, award, or other
3
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decision or requirement having the force or effect of law, of any arbitrator, court, government or government agency or
instrumentality (domestic or foreign), concerning the importation of merchandise, the export or re-export of products (including
technology and services), the terms and conduct of international transactions, and making or receiving international payments,
including but not limited to the Tariff Act of 1930, as amended, and other laws and programs administered or enforced by the U.S.
Customs and Border Protection, the U.S. Immigration and Customs Enforcement, and their predecessor agencies, the Export
Administration Act of 1979, as amended, the Export Administration Regulations, the International Emergency Economic Powers
Act, as amended, the Arms Export Control Act, the International Traffic in Arms Regulations, any other export controls administered
by an agency of the United States government, the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (“ USA Patriot Act”), Executive Orders of the President regarding embargoes and
restrictions on transactions with designated entities (including countries, terrorists, organizations and individuals), the embargoes and
restrictions administered by the United States Office of Foreign Assets Control, the Money Laundering Control Act of
1986, as amended, requirements for the marking of imported merchandise, prohibitions or restrictions on the importation of
merchandise made with the use of slave or child labor, the Foreign Corrupt Practices Act, as amended, the anti-boycott regulations
administered by the United States Department of Commerce, the anti-boycott regulations administered by the United States
Department of the Treasury, legislation and regulations of the United States and other countries implementing the North American
Free Trade Agreement and other free trade agreements to which the United States is a party, antidumping and countervailing duty
laws and regulations, and laws and regulations adopted by the governments or agencies of other countries concerning the ability of
U.S. Persons to own businesses or conduct business in those countries, restrictions by other countries on holding foreign currency or
repatriating funds, or otherwise relating to the same subject matter as the United States statutes and regulations described above.
“Disclosure Schedules” means the schedules attached hereto.
“Dollars” and “$” mean the lawful currency of the United States.
“Duty” means any stamp, transaction or registration duty or similar charged imposed by any Government Authority and
includes any interest, fine, penalty, charge or other amount imposed with respect to the foregoing.
“Encumbrance” means any mortgage, pledge, assessment, security interest, lease, lien, adverse claims, levy, charge, option,
right of first refusal, charge, debenture, indenture, deed of trust, easement, right-of-way, restriction, encroachment, license, lease,
security agreement or other encumbrance of any kind or nature.
4
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“Environmental Law” means any applicable federal, state, local or foreign law, statute, ordinance, rule, regulation, code,
Permit, legal doctrine, guidance document, order, consent agreement, order or consent judgment, decree, injunction, judicial decision,
or other Law of any Government Authority relating to health or safety, Materials of Environmental Concern, pollution, or the
protection of the environment (including, without limitation, indoor or ambient air, water, vapor, surface water, groundwater, drinking
water supply, surface land, subsurface land, plant and animal life or any other natural resource). The term “Environmental Law”
includes, without limitation, the federal Comprehensive Environmental Response Compensation and Liability Act of 1980, the
Superfund Amendments and Reauthorization Act, the federal Water Pollution Control Act of 1972, the federal Clean Air Act, the
federal Clean Water Act, the federal Resource Conservation and Recovery Act of 1976 (including the Hazardous and Solid Waste
Amendments thereto), the federal Toxic Substances Control Act, the Federal Insecticide, Fungicide and Rodenticide Act, the federal
Safe Drinking Water Act and the federal Occupational Safety and Health Act of 1970, any regulations promulgated pursuant thereto,
and any state or local analogues thereof, each as amended from time to time.
“Environmental Liabilities” means any Claims or Liabilities relating to: (i) any violation of, actual or potential liability under,
or noncompliance with, any Environmental Law; (ii) improper use or treatment of wetlands or other protected land or wildlife; (iii)
noise; (iv) radioactive materials (including naturally occurring radioactive materials; (v) explosives; (vi) pollution, contamination,
preservation, protection, decontamination, or clean-up of, or Environmental Response to, the air, surface water, groundwater, soil or
protected lands; (vii) the generation, handling, discharge, release, threatened release, treatment, storage, disposal or transportation of
Materials of Environmental Concern; (viii) exposure of persons or property to Materials of Environmental Concern and the effects
thereof; (ix) the release or threatened release (into the indoor or outdoor environment), generation, extraction, mining, beneficiating,
manufacture, processing, distribution in commerce, use, transfer, transportation, treatment, storage, or disposal of, or Environmental
Response to, Materials of Environmental Concern; (x) injury to, death of or threat to the health or safety of, any person or persons
caused directly or indirectly by Materials of Environmental Concern; (xi) damage or destruction to real or personal property caused
directly or indirectly by Materials of Environmental Concern or the release or threatened release of any Materials of Environmental
Concern; (xii) community right- to-know and other disclosure laws relating to Materials of Environmental Concern or Environmental
Laws; or (xiii) maintaining, disclosing, or reporting information to Government Authorities or any other third person under any
Environmental Law. Further, the term, “ Environmental Liabilities” also includes, without limitation, any Losses incurred in
connection with any investigation to determine whether Environmental Response is required or for breach or violation of any
requirements of Environmental Laws; monitoring or responding to efforts to require Environmental Response, and any claim based
upon any asserted or actual breach or violation of any Environmental Law.
5
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“Environmental Response” means (i) any action necessary to comply with and ensure compliance with Environmental Laws
and/or (ii) taking all actions to protect against and/or respond to, remove, remediate, investigate or monitor the release or threatened
release of Materials of Environmental Concern at, on, in, about, under, within or near the air, soil, surface water, groundwater, or soil
vapor.
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.
“Estimated Closing Date Inventory” has the meaning set forth in Section 2.07(c).
“Estimated Closing Statement” has the meaning set forth in Section 2.07(a).
“Estimated Inventory Adjustment Amount” means the Estimated Inventory Excess, expressed as a positive number, or the
Estimated Inventory Deficiency, expressed as a negative number, as applicable, as reflected in the Estimated Closing Statement.
“Estimated Inventory Deficiency has the meaning set forth in Section 2.07(a).
“Estimated Inventory Excess” has the meaning set forth in Section 2.07(a).
“Excluded Assets” has the meaning set forth in Section 2.01(b).
“Excluded Liabilities” means all Liabilities of Sellers (unless expressly listed as an Assumed Obligation), whether or not
disclosed to Buyers, that, directly or indirectly, relate to, result from or arise out of, facts, conduct, conditions or circumstances in
existence on or before the Closing Date, including, without limitation, all Liabilities listed in Section
2.03 other than the Assumed Obligations.
“Financial Statements” has the meaning set forth in Section 6.05.
“Flotek” has the meaning set forth in the preamble.
“Flotek FZE” has the meaning set forth in the preamble.
“Flotek ULC” has the meaning set forth in the preamble.
“Fraud Claims” has the meaning set forth in Section 9.05(a).
“GAAP” means United States generally accepted accounting principles consistently applied.
6
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“Government Authority” means any domestic, foreign, international, national, provincial, regional, federal, state, municipal or
local executive, legislative, judicial, regulatory or administrative agency, department, commission, board, bureau or other
governmental or quasi-governmental authority or instrumentality.
“Holdback Amount” has the meaning set forth in Section 2.05(b).
“Holdback Release Date” has the meaning set forth in Section 2.07(d)(ii).
“Income Taxes” means any income, capital gains, franchise and similar Taxes.
“Indebtedness” of any Person means, as of any date of determination, without duplication: (a) the principal of, and accreted
value and accrued and unpaid interest, in respect of: (i) indebtedness of such Person for money borrowed and (ii) indebtedness
evidenced by notes, debentures, bonds or other similar instruments the payment of which such Person is responsible or liable; (b) all
obligations of such Person issued or assumed as the deferred purchase price of property, including capital leases, all conditional sale
obligations of such Person and all obligations of such Person under any title retention agreement; (c) all obligations of the type
referred to in clauses (a) and (b) of any Persons the payment of which such Person is responsible or liable for, directly or indirectly, as
obligor, guarantor, surety or otherwise; and (d) all obligations of the type referred to in clauses (a) through (c) of other Persons
secured by any Encumbrance on any assets and properties of such Person (whether or not such obligation is assumed by such
Person).
“Indemnified Person” has the meaning set forth in Section 9.04(a).
“Indemnifying Person” has the meaning set forth in Section 9.04(a).
“Indemnity Notice” has the meaning set forth in Section 9.04(a).
“Intellectual Property” means: (a) all inventions whether patentable or unpatentable (whether or not reduced to practice), all
improvements thereto, and all patents, patent applications and patent disclosures, together with all reissuances, continuations,
continuations-in-part, revisions, extensions, re-examinations and foreign counterparts thereof; (b) all logos, marks, trademarks,
trademark registrations, trade names, product marks, service marks and other commercial symbols, registered or unregistered, held or
registered, together with all translations, adaptations, derivations and combinations thereof and all applications, registrations, foreign
counterparts and renewals in connection therewith; ( c ) a ll copyrightable works, drawings a n d designs, a ll copyrights and all
applications, registrations and renewals in connection therewith; (d) trade secrets and proprietary information; (e) all intellectual
property rights in all computer software (including data and related documentation); (f) all other proprietary rights of a similar nature;
and (g) all intellectual property rights in all copies and tangible embodiments thereof (in whatever form or medium).
7
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“Intellectual Property Assignment” has the meaning set forth in Section 3.02(e).
“Inventory” means inventory of raw materials, ingredients, packaging, supplies, spare parts, consumable inventory and
products, work in progress and finished goods.
“Investigation Period” has the meaning set forth in Section 9.04(b).
“Knowledge of Buyers” means the actual knowledge of the officers of Buyers, after reasonable inquiry, and the knowledge
such individuals could reasonably be expected to become aware of in the ordinary course of their employment or duties.
“Knowledge of Sellers” means the actual knowledge of Brad Reeves (Senior Vice President, Operations), Christi Sandel
(Assistant Controller), H. Richard Walton (Executive Vice President and Chief Financial Officer, Flotek), and Steve Reeves
(Executive Vice President, Operations, Flotek), after due inquiry, and the knowledge such individuals could reasonably be expected
to become aware of in the ordinary course of their employment or duties.
“Law” means any law, statute, code, ordinance, order, rule, regulation, judgment, decree, injunction, franchise, permit,
certificate, license, authorization, or other directional requirement (including, without limitation, any of the foregoing that relates to
environmental standards, and energy regulations, including those arising under Environmental Laws) of any Government Authority.
“Lease” means any lease or sublease covering any of Sellers’ Leased Real Property.
“Liability” or “Liabilities” means any debt, obligation, duty or liability of any nature (including STRICT LIABILITY
ARISING UNDER ENVIRONMENTAL LAW OR OTHERWISE, product liability, and any unknown, undisclosed, unfixed,
unliquidated, unsecured, unmatured, unaccrued, unasserted, contingent, conditional, inchoate, implied, vicarious, joint, several or
secondary liability), regardless of whether such debt, obligation, duty or liability would be required to be disclosed on a balance sheet
prepared in accordance with GAAP.
“Losses” means any losses, remediation, injuries, harm, detriments, decline in value, Liabilities (including without limitation,
Environmental Liabilities), Environmental Response, product warranties, lost profits, damages (including incidental, consequential,
special and punitive damages), penalties, fines, obligations, judgments, liens, costs, expenses (including, without limitation, costs of
investigation, attorneys’ fees, experts’ fees, consultants’ fees and disbursements of any kind or of any nature whatsoever) and Claims.
“Loss Threshold” has the meaning set forth in Section 9.05(a).
“March 2017 Financial Statements” has the meaning set forth in Section 6.05.
8
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“Material Adverse Effect” means, with respect to the Business, any change that individually or in the aggregate is materially
adverse to the business, operations, assets, financial condition or results of operations of Sellers as presently conducted by the
Business, taken as a whole; provided, however, that any adverse effect arising out of, resulting from or attributable to any of the
following shall not constitute or be deemed to contribute to a Material Adverse Effect, and otherwise shall not be taken into account
in determining whether a Material Adverse Effect has occurred: (i) a fact, circumstance, event, change, effect or occurrence, or series
of such items, to the extent affecting (A) global, national or regional economic, business, regulatory, market or political conditions or
national or global financial markets, including changes in interest or exchange rates or (B) the Sellers’ industry generally, (ii) the
negotiation, execution or the announcement of, or the performance of obligations under, this Agreement or the other documents
contemplated by this Agreement or the consummation of the transactions contemplated hereby, (iii) any changes or any proposed
changes in Law or GAAP or the enforcement, implementation or interpretation thereof, or (iv) any actions expressly permitted to be
taken pursuant to this Agreement or taken with the specific written consent of or at the written request of Buyers.
“Materials of Environmental Concern” means: (i) substances, materials, or wastes that are or become classified or regulated
under any applicable Environmental Law; (ii) those substances, materials, or wastes included within statutory and/or regulatory
definitions or listings of “hazardous substance,” “special waste” “hazardous waste,” extremely hazardous substance,” “solid waste”
“medical waste,” “regulated substance,” “hazardous materials,” “toxic substances,” or “air contaminant” under any Environmental
Law; and/or (iii) any substance, material, or waste which is or contains: (A) petroleum, oil or any fraction thereof, (B) explosives, or
(C) radioactive materials.
“NOV Canada” has the meaning set forth in the preamble.
“NOV FZE” has the meaning set forth in the preamble.
“NOV Inc.” means National Oilwell Varco, Inc.
“NOV US” has the meaning set forth in the preamble.
“Order” means any order, judgment, injunction, ruling, determination, decision, opinion, sentence, subpoena, writ or award
issued, made, entered or rendered by any arbitrator, court, administrative agency or other Government Authority with jurisdiction.
“Organizational Document” means (a) with respect to a corporation, its articles or certificate of incorporation and bylaws
(including any amendments thereto), (b) with respect to a partnership, its partnership agreement (including any amendments thereto),
(c) with respect to a limited liability company, its certificate of formation/organization and
9
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limited liability company agreement, and (d) with respect to any other entity, the documents governing the creation, organization and
operation thereof.
“Ordinary Course of Business” means the ordinary course of business consistent with past custom and practice (including
with respect to quantity and frequency); provided, however, that any breach of, violation of, noncompliance with, or failure to
perform under, any Contract or applicable Law shall be deemed not to be in the Ordinary Course of Business.
“Party” and “Parties” have the meaning set forth in preamble.
“Pending Litigation” means National Oilwell DHT, L.P. v. Flotek Industries, Inc., Civil Action Case No. 2:14-cv-01056
pending in the United States District Court for the Southern District of Texas.
“Permit” means any permit, license, registration, identification number, notice of intent, franchise, consent, certificate or other
authorization or approval of or by any Government Authority, and any applications for any of the foregoing, and shall include
without limitation any of the foregoing required by any Environmental Law.
“Person” means any individual, corporation, partnership, limited liability company, trust, Government Authority or other
entity.
“Permitted Encumbrances” means: (a) liens for Taxes and other governmental charges and assessments which are not yet
delinquent or the amount or validity of which is being contested in good faith; (b) statutory liens of carriers, warehousemen,
mechanics and materialmen and other like statutory liens arising in the Ordinary Course of Business which are for sums not yet
delinquent or the amount or validity of which is being contested in good faith; and (c) any customary utility company rights,
easements and franchises which do not materially detract from the value of or materially impair the existing use of the property
affected by such lien or imperfections.
“Post-Closing Tax Period” means any Tax period beginning on and including the Closing Date and that portion of any
Straddle Period beginning on and including the Closing Date.
“Pre-Closing Tax Period” means any Tax period ending before the Closing Date and that portion of any Straddle Period
ending before the Closing Date.
“Proceeding” means any action, arbitration, mediation, audit, hearing, investigation, litigation or suit (whether civil, criminal,
administrative, judicial or investigative, whether formal or informal) commenced, brought, conducted or heard by or before, or
otherwise involving, any Government Authority or arbitrator.
“Product Liability” has the meaning set forth in Section 6.16(b).
10
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“Property Taxes” means all real property Taxes, personal property Taxes and similar ad valorem Taxes based upon operation
or ownership of the Purchased Assets but excluding, for the avoidance of doubt, Income Taxes and Transfer Taxes.
“Purchased Assets” has the meaning set forth in Section 2.01(a).
“Purchase Price” has the meaning set forth in Section 2.05.
“Purchase Price Deficit” has the meaning set forth in Section 2.07(c).
“Purchase Price Overpayment” has the meaning set forth in Section 2.07(c).
“Restricted Area” means worldwide.
“Restricted Business” means the business of designing, manufacturing, assembling, selling, servicing, renting or providing
measurement while drilling (MWD) tools, downhole drilling tools, casing accessories, or other tools or products that perform
substantially the same function in the oil and gas industry on a global basis.
“Seller” and “Sellers” have the meaning set forth in the preamble.
“Sellers’ Bank Account” has the meaning set forth in Section 2.05(a).
“Sellers’ Closing Certificate” has the meaning set forth in Section 5.02(d).
“Sellers’ Indemnified Persons” has the meaning set forth in Section 9.03.
“Sellers’ Intellectual Property” has the meaning set forth in Section 2.01(a)(vi).
“Sellers’ Leased Real Property” means any real property leased or subleased by a Seller.
“Sellers’ Owned Real Property” means the real property described on Section 2.01(a)(v) of the Disclosure Schedules and the
buildings, fixtures and improvements located thereon, including any cranes or other similar equipment.
“Sellers’ Representative” has the meaning set forth in Section 11.14.
“Straddle Period” means any Tax period beginning before or on and ending after the Closing Date.
“Submission” has the meaning set forth in Section 2.07(b)(iv).
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“Subsidiary” or “Subsidiaries” shall mean, when used with reference to any Person, any other entity of which membership
interests or other ownership interests having ordinary voting power to elect a majority of the managers or other persons performing
similar functions, or a majority of the outstanding voting membership interests of which, are owned directly or indirectly by such
Person.
“Target Inventory” shall mean $9,000,000.
“Tax” or “Taxes” means any and all taxes or duties imposed or required to be collected by any federal, state or local taxing
authority in the United States, or by any foreign taxing authority under any statute or regulation, including, without limitation, all
income, gross receipts, sales, value added, goods and services (GST), use, personal property, use and occupancy, business
occupation, mercantile, ad valorem, transfer, license, withholding, payroll, employment, excise, real estate, environmental, capital
stock, franchise, alternative or add on minimum, estimated or other tax of any kind whatsoever, including any interest, penalties and
other additions thereto.
“Tax Return” means any return, declaration, report, claim for refund, or information return or statement relating to Taxes,
including any schedule or attachment hereto, and including any amendment thereof.
“Teledrift” has the meaning set forth in the preamble.
“Third-Party Claim” means any Claim, other than any Claim brought by a Party to this Agreement or an Affiliate of a Party to
this Agreement.
“Transfer Taxes” has the meaning set forth in Section 8.01.
“Transitional Period” has the meaning set forth in Section 4.09.
“Turbeco” has the meaning set forth in the preamble.
ARTICLE II
PURCHASE AND SALE
Section 2.01 Purchase and Sale.
(a) Purchased Assets. Upon the terms of this Agreement, and on the basis of the representations and warranties hereinafter
set forth, at the Closing, Sellers are selling, transferring, conveying, assigning, and delivering to Buyers, and Buyers are acquiring
and purchasing from Sellers, all of Sellers’ right, title and interest in and to the assets of Sellers described in Section 2.01(a)(i)
through Section 2.01(a)(viii) (collectively, the “Purchased Assets”), free and clear of all Encumbrances, with all of Teledrift and
Turbeco’s Purchased Assets being transferred, conveyed, assigned and delivered to NOV US, all of Flotek ULC’s Purchased
Assets being transferred, conveyed, assigned and delivered to NOV Canada, and all of Flotek FZE’s Purchased Assets being
transferred, conveyed, assigned and delivered to NOV FZE:
12
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( i ) t h e machinery, equipment, tra d e fixtures, tools, furniture, computers, appliances, implements, leasehold
improvements, supplies, inventory (including inventory of raw materials, construction or work in process, finished products and
goods), spare parts and all other tangible personal property owned by Sellers and which relates to the Business listed on Section
2.01(a)(i) of the Disclosure Schedules;
(ii) the motor vehicles and rolling stock listed on Section 2.01(a)(ii) of the Disclosure Schedules;
(iii) all right, title and interest in, to and under only those Contracts which are described on Section 2.01(a)(iii) of the
Disclosure Schedules (collectively, the “Assigned Contracts”);
(iv) to the extent transferable, all right, title and interest in all Permits relating to the Purchased Assets, including
without limitation those listed on Section
2.01(a)(iv) of the Disclosure Schedules (collectively, the “Assigned Permits”);
(v) Sellers’ Owned Real Property described on Section 2.01(a)(v) of the Disclosure Schedules and all fixtures,
buildings and improvements located on or under such real property interests and all related security deposits and prepaid rents;
(vi) all of the Intellectual Property listed on Section 2.01(a)(vi) of the Disclosure Schedules, including without
limitation run and operating history, product drawings, customer lists and product manuals (collectively, the “Sellers’ Intellectual
Property”);
(vii) all rights under express or implied warranties from the suppliers with respect to the Purchased Assets, to the
extent they are transferable or assignable;
(viii) all of Sellers’ right, title and interest in, to, and under all rights, privileges, Claims, and options relating or
pertaining to the Purchased Assets, but only to the extent such rights, privileges, claims, causes of action and options are not related to
the Excluded Liabilities; and
(ix) subject to the exclusions set forth in Section 2.01(b), and to the extent transferable or assignable, all other or
additional privileges, rights, interests, assets of every kind and description of Sellers, whether tangible or intangible, wherever located,
that are used or intended for use in connection with, or that are necessary to the continued conduct of, the Business as presently
conducted.
( b ) Excluded Assets. Notwithstanding Section 2.01(a), Sellers are not selling, transferring, conveying, assigning, or
delivering, and Buyers are not purchasing pursuant to this Agreement, any of Sellers’ right, title and interest to, in or under the items
set forth below, all of which shall be retained by, and whose right, title and interest to, shall remain vested in Sellers (collectively,
the “Excluded Assets”):
(i) all cash and cash equivalents;
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(ii) all accounts receivable relating to the Business arising before the Closing Date;
(iii) all Contracts that are not expressly listed on Section 2.01(a)(ii) of the Disclosure Schedules as Assigned Contracts
and all rights and obligations arising thereunder;
(iv) stock ledgers and company minute books;
(v) any Benefit Plans covering any Business Employees, including all rights and obligations thereunder;
(vi) the assets solely relating to the Galleon business of Turbeco;
(vii) the stock owned by Turbeco in Flotek Export, Inc., a Texas corporation;
(viii) the stock owned by Turbeco in Flotek Hydralift, Inc., a Texas corporation; and
(ix) Claims with respect to property damage suffered in connection with an accident that occurred pursuant to the
transportation of equipment and inventory by Levinge Trucking on or about February 8, 2017.
Section 2.02 Assumed Obligations. Subject to the terms and conditions of this Agreement, at Closing, Buyers will assume
and agree to pay, perform and discharge when due from and after the Closing Date, only those Liabilities (i) arising from the
performance of warranty obligations in the ordinary course of business which relates to products sold or services provided prior to
Closing by the Business; provided, however, that Sellers shall promptly reimburse Buyers (and in any case no later than thirty (30)
days after Sellers’ Representative’s receipt of a reasonably detailed invoice from Buyer’s Representative) for Buyers’ cost (without
markup) in providing such warranty work, and (ii) that otherwise initially occur and are attributable to the period after Closing in
respect of the Assigned Contracts and assigned to Buyers hereunder in conformity with the provisions of such Assigned Contracts
(and that do not relate to or arise out of any breach of any representation, warranty or covenant of Sellers or Flotek hereunder or
under such Assigned Contracts). The Liabilities assumed by Buyers under this Section 2.02 are collectively referred to as the
“Assumed Obligations.” Nothing herein prevents Buyers from contesting in good faith any of the Assumed Obligations. Sellers agree
to satisfy and discharge all Liabilities that are not assumed by Buyers pursuant to the terms of this Agreement, whether known as of
the date hereof or thereafter determined. Sellers represent that all payments due and all obligations to be performed as of the Closing
Date in respect of the Assigned Contracts and the other Purchased Assets have been timely made and performed.
Section 2.03 Excluded Liabilities. Notwithstanding anything to the contrary set forth in this Agreement, it is expressly
understood and agreed that Buyers shall not be
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obligated to pay, perform or discharge, and Sellers shall retain, the Excluded Liabilities of
Sellers, including, without limitation, the Liabilities of Sellers and Flotek listed below:
(a) all accounts payable, trade payables and notes payable arising on or before or relating to or attributable to the period
ending on or before the Closing Date;
(b) Environmental Liabilities arising out of, attributable to or relating to the Purchased Assets (including without limitation
the ownership or operation thereof), the Business, any Business Facility, or Sellers on or prior to the Closing Date;
(c) Liabilities of any Seller or its Affiliates for Taxes except as set forth in Section 8.01 (Transfer Taxes) and Section 8.02
(Property Taxes), including any Liabilities for successor liability attaching to any of the Purchased Assets after the Closing Date;
(d) Liabilities of any Seller or its Affiliates for Duties, importation costs, fees, tariffs or other such costs relating to the
Purchased Assets for the period ending on or before the Closing Date;
(e) Liabilities of any kind arising from or relating to any Contract, Lease or
Permit that is not an Assigned Contract or Assigned Permit;
(f) the costs and expenses of Sellers or their Affiliates incurred in negotiating, entering into and carrying out their obligations
pursuant to this Agreement, including, without limitation, all legal, accounting, brokers’, finders’ and other professional fees and
expenses;
(g) Liabilities with respect to any of Sellers’ employees (and employees of its Affiliates) in their capacity as such, including,
without limitation, wages, salaries, federal withholding and social security taxes, worker’s compensation, unemployment
compensation, employee benefit plans, termination costs, severance payments, any retention, bonus or similar compensatory
amounts payable to any employees or service providers of any Seller that become payable by any Seller solely as a result of the
closing of the transactions contemplated by this Agreement, accrued vacation and Liabilities under any Benefit Plans, all in any way
relating to (i) events occurring on or prior to the Closing Date or (ii) the employment of employees by Sellers or their Affiliates,
regardless of when any Claim relating to any such Liabilities may arise;
(h) Liabilities of any kind arising out of or in connection with any Benefit Plan, including without limitation any obligations
to provide continuation benefits under Section 4980B of the Code, the Consolidated Omnibus Budget Reconciliation Act of
1985, as amended, to terminated employees and their dependents, unless otherwise required by applicable Law;
(i) any Claims (warranty related, product liability or otherwise) arising out of or related to products that are manufactured,
sold, leased modified or delivered by Sellers or their Affiliates prior to the Closing Date (regardless of whether such Claims arise or
are made, filed or brought before, on or after the Closing Date);
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(j) any Liabilities arising out of the Excluded Assets; and
(k) Liabilities, including any Liability pursuant to any Claim or Proceeding, that relate to (i) contractual or other obligations
of Sellers or their Affiliates (other than the Assumed Obligations) or (ii) the ownership, operation or conduct of the Business or
Purchased Assets, in each case arising from any acts, omissions, events, conditions or circumstances occurring before or relating to
or attributable to the period ending before the Closing Date.
Section 2.04 Non-Assignable Contracts. If any Assigned Contract is not by its terms assignable, Sellers agree to use
commercially reasonable efforts to obtain, or cause to be obtained, any written consents necessary to convey to Buyers the benefit
thereof. To the extent that any such consents cannot be obtained, Sellers and Buyers will use commercially reasonable efforts (but in
no event shall Buyers be required to pay any amounts in connection therewith) to take such actions as may be possible without
violation or breach of any such non-assignable Assigned Contract to effectively provide Buyers with the same rights and economic
benefits of such Assigned Contract.
Section 2.05 Purchase Price. Subject t o the terms and conditions o f this Agreement, and as full consideration for the
purchase of the Purchased Assets and the representations, warranties, covenants and agreements contemplated herein, Buyers shall
pay to Sellers on the Closing Date, the aggregate purchase price (the “Purchase Price”) of Seventeen Million Dollars
($17,000,000.00), subject to adjustment as provided hereunder. At Closing, the Purchase Price shall be paid in the following manner:
(a) an amount equal to (i) Fifteen Million Five Hundred Thousand Dollars ($15,500,000.00) (the “Closing Date Payment”)
in cash, payable in immediately available funds to the account set forth on Section 2.05(a) of the Disclosure Schedules (“Sellers’
Bank Account”), plus (ii) the Estimated Inventory Excess (if any), less (iii) the Estimated Inventory Deficiency (if any); and
(b) One Million Five Hundred Thousand Dollars ($1,500,000.00) (the “Holdback Amount”) shall not be paid at Closing
and shall be withheld to provide funds against which Buyers’ Indemnified Persons may assert claims of indemnification pursuant to
Article VIII and Article IX. The Holdback Amount will be held, administered and distributed by Buyers in accordance with
Section 2.07(d).
Section 2.06 [Reserved]
Section 2.07 Determination of Inventory and Holdback Amount.
(a) Estimates. At least five (5) Business Days prior to Closing, Sellers’ Representative shall prepare and deliver to Buyers a
statement (the “Estimated Closing Statement”), setting forth a reasonably detailed determination of Sellers’ Representative’s good
faith estimation of the Inventory as of the Closing Date (the “Estimated Closing Date Inventory”) and the Estimated Closing Date
Adjustment
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Amount, together with reasonably detailed supporting information. If the Estimated Closing Date Inventory is less than the Target
Inventory, the amount equal to such difference is the “Estimated Inventory Deficiency.” If the Estimated Closing Date Inventory is
greater than the Target Inventory, the amount equal to such difference is the “ Estimated Inventory Excess. ” The Estimated
Inventory Excess, if any, shall be capped at One Hundred Thousand Dollars ($100,000.00). If Buyers have any questions or
disagreements regarding the Estimated Closing Date Inventory, Buyers’ Representative shall contact Sellers’ Representative at least
two (2) Business Days prior to the Closing Date, and in such case Sellers’ Representative and Buyers’ Representative shall attempt
to resolve any questions or disagreements in good faith. If Sellers’ Representative and Buyers’ Representative agree to changes to
Sellers’ Representative’s proposed Estimated Closing Date Inventory based on such discussions, then the Estimated Closing Date
Inventory shall be so revised. If Sellers’ Representative and Buyers’ Representative do not agree to changes to such amounts, then
the Estimated Closing Date Inventory shall be based on the amounts set forth in the Estimated Closing Statement initially delivered
by Sellers’ Representative. In either such case, appropriate adjustments to the Purchase Price shall be made after the Closing
pursuant to Section 2.07(b) and Section 2.07(c). Adjustments pursuant to this Section shall be made solely based on the physical
count of the Inventory, utilizing the same methodology, valuations and assumptions utilized by the Sellers with respect to the
Inventory under GAAP prior to the Closing Date, including the methodology, valuations and assumptions with respect to the
Inventory’s usability.
(b) Post-Closing Purchase Price Reconciliation.
(i) Within ninety (90) days of the Closing Date, Buyers’ Representative shall prepare in good faith and deliver to
Sellers’ Representative a statement (the “Closing Statement”), setting forth a reasonably detailed proposed final calculation of the
Inventory as of the Closing Date (the “Closing Date Inventory”), and the Closing Date Inventory Adjustment Amount, together with
reasonably detailed supporting information. If the Closing Date Inventory is less than the Target Inventory, the amount equal to such
difference is the “Closing Date Inventory Deficiency.” If the Closing Date Inventory is greater than the Target Inventory, the amount
equal to such difference is the “Closing Date Inventory Excess.” The Closing Date Inventory Excess, if any, shall be capped at One
Hundred Thousand Dollars ($100,000).
(ii) From and after the delivery of the Closing Statement, Buyers’ Representative shall provide Sellers’ Representative
reasonable access to the records and employees of Buyers and their Affiliates and shall cause the employees of Buyers and their
Affiliates to cooperate in all reasonable respects with Sellers’ Representative in connection with its review of such work papers and
other documents and information relating to the calculation of the Closing Date Inventory, as Sellers’ Representative shall reasonably
request and that are available to Buyers and their Affiliates.
(iii) Within thirty (30) days after Sellers’ Representative’s receipt of the Closing Statement, Sellers’ Representative
shall notify Buyers’ Representative if Sellers’
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Representative disagrees with the Closing Statement, which notice shall set forth in reasonable detail the particulars of such
disagreement (the “Objection Notice”). If Sellers’ Representative provides a notice of agreement or does not deliver to Buyers’
Representative an Objection Notice within such thirty (30)-day period, then Sellers’ Representative shall be deemed to have accepted
the calculations and the amounts set forth in the Closing Statement delivered by Buyers’ Representative, which shall then be final,
binding and conclusive for all purposes hereunder. If any such Objection Notice is timely delivered, then Sellers’ Representative and
Buyers’ Representative shall each endeavor for a period of thirty (30) days thereafter to resolve in good faith any disagreements with
respect to the calculations in the Closing Statement.
(iv) If, at the end of the thirty (30)-day resolution period, Sellers’ Representative and Buyers’ Representative are
unable to resolve any disagreement between them with respect to the preparation of the Closing Statement, then each such Party shall
deliver simultaneously to KPMG LLP (or if such firm is unwilling or unable to serve, another nationally recognized accounting firm
mutually agreed on by such Parties, the accounting firm ultimately chosen, the “Accountants”) the Objection Notice, the Closing
Statement and any engagement, indemnity and other agreements as the Accountants may require as a condition to such engagement
(each a “Submission”) within five (5) days of retaining the Accountants (the “Closing Statement Submission Deadline”). Such Parties
shall instruct the Accountants to deliver to the Parties a written determination (such determination to include a worksheet setting forth
all material calculations used in arriving at such determination and to be based solely on information provided to the Accountants by
the Parties, or their respective Affiliates) of, and the Accountants’ engagement shall be limited to the resolution of, disputed amounts
set forth in the Closing Statement that have been identified by Sellers’ Representative in the Objection Notice, which resolution shall
be in accordance with this Agreement, and no other matter relating to the Closing Statement shall be subject to determination by the
Accountants except to the extent affected by resolution of the disputed amounts. In resolving any disputed item, the Accountants shall
not assign a value to any item greater than the greatest value for such item claimed by Buyers’ Representative or Sellers’
Representative or less than the smallest value for such item claimed by Buyers’ Representative or Sellers’ Representative. Such
Parties shall cooperate diligently with any reasonable request of the Accountants to resolve any disputed matter as soon as reasonably
possible after the Accountants are engaged. If possible, the decision of the Accountants shall be made within twenty (20) days after
the Closing Statement Submission Deadline. The fees and expenses of the Accountants shall be allocated by the Accountants
between Buyers, on the one hand, and Sellers and Flotek, jointly and severally, on the other hand, so that the aggregate amount of
such fees and expenses paid by Sellers bears the same proportion to the total fees and expenses as the aggregate dollar amount of
items unsuccessfully disputed by Sellers’ Representative, if any (as determined by the Accountants), bears to the total dollar amount
of items in dispute, and Buyers shall pay the remainder of such fees and expenses, if any. The determination
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of the Accountants shall be final, binding and conclusive for all purposes hereunder, absent manifest error or fraud.
(c) True-Up Payment. If the Closing Date Inventory Adjustment Amount is less than the Estimated Inventory Adjustment
Amount (the amount of such shortfall, if any, the “Purchase Price Overpayment”), Sellers shall, within forty-five (45) Business
Days after the final determination of the Closing Statement, promptly pay to Buyers in cash by wire transfer of immediately
available funds to an account designated by Buyers, an amount equal to the Purchase Price Overpayment. If the Closing Date
Inventory Adjustment Amount is greater than the Estimated Inventory Adjustment Amount (the amount of such excess, the
“Purchase Price Deficit”), Buyers shall, within forty-five (45) Business Days after the final determination of the Closing Statement,
promptly pay to Sellers’ Bank Account in cash by wire transfer of immediately available funds, an amount equal to the Purchase
Price Deficit.
(d) Holdback Amount and Payment.
(i) When Sellers are the Indemnifying Persons, once a Loss is agreed to or finally adjudicated to be payable pursuant
t o Article VIII o r Article IX, Buyers’ Indemnified Persons shall first be paid from the Holdback Amount. Buyers shall be
immediately entitled to distribute funds in the amount of such agreed to or finally adjudicated Loss, and the Holdback Amount shall
be reduced by such Loss. Buyers’ Representative shall notify Sellers in writing within five (5) Business Days of such a distribution
and reduction of the Holdback Amount, and such notice shall also contain the then-remaining balance in the Holdback Amount.
(ii) Subject to Section 2.07(d)(iii), one-third (1/3) of the Holdback Amount shall be released six (6) months after the
Closing Date, one-third (1/3) of the Holdback Amount shall be released twelve (12) months after the Closing Date, and one- third
(1/3) of the Holdback Amount shall be released eighteen (18) months after the Closing Date (each, a “Holdback Release Date”).
(iii) On the date of each Holdback Release Date, such portion of the Holdback Amount as may be necessary, in the
reasonable judgment of Buyers, to satisfy any then-unresolved or unsatisfied claims for Loss, shall remain in the Holdback Amount
until such claims for Loss have been resolved or satisfied in accordance with Article VIII or Article IX. Within ten (10) Business
Days after each Holdback Release Date, each 1/3 portion of the Holdback Amount, less any amount determined pursuant to the
previous sentence, shall be paid by Buyers to Sellers’s Bank Account by wire transfer of immediately available funds. For the
avoidance of doubt, the Holdback Amount shall not be the sole source of recovery for any Loss for which Sellers are obligated to
indemnify Buyers or Buyers’ Indemnified Persons pursuant to Article VIII or Article IX.
Section 2.08 Allocation.
(a) Sellers and Buyers shall allocate the Purchase Price (and all other amounts constituting consideration for applicable
income Tax purposes), among the Purchased
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Assets in accordance with Section 1060 of the Code and the Treasury Regulations promulgated thereunder (and any similar
provision of state, local or foreign law, as appropriate) (the “Allocation”). The Allocation shall be delivered by Buyers to Sellers
within ninety (90) days after the Closing Date for their approval, which approval shall not be unreasonably withheld, conditioned or
delayed. If the Purchase Price is adjusted because an indemnification payment is made pursuant to the provisions of this Agreement,
or if there is any other subsequent adjustment to the Purchase Price or any other amount constituting consideration for applicable
income Tax purposes, then Buyers shall adjust the Allocation to reflect such adjustment in a manner consistent with Section
1060 of the Code and the Treasury Regulations promulgated thereunder. The principles
of this Section 2.08(a) shall apply to each revised Allocation.
(b) The Allocation shall be deemed final unless Sellers’ Representative notifies Buyers in writing that Sellers object to one or
more items reflected in the Allocation within thirty (30) days after the applicable delivery of the Purchase Price Allocation. In the
event of any such objection, Sellers’ Representative and Buyers’ Representative shall negotiate in good faith to resolve such dispute;
provided, however, that if Sellers’ Representative and Buyers’ Representative are unable to resolve any dispute with respect to the
Allocation within fifteen (15) days after any objection is raised, such Allocation shall not be binding on the Parties and such dispute
shall be resolved by the Accountants. The Accountants will appraise the Purchased Assets as such exist as of immediately prior to
the Closing. The cost of such appraisal shall be divided equally between Sellers and Buyers. Buyers and Sellers will use the
Allocation as the basis for reporting asset values and other items for purposes of all required Tax Returns (including any Tax
Returns required to be filed under Section 1060(b) of the Code and the Treasury Regulations thereunder, including Internal
Revenue Service Form
8594), and neither Buyers nor Sellers shall take any position for Tax purposes that is
inconsistent with the Allocation; provided, however, that nothing contained herein shall prevent Buyers or Sellers from settling any
proposed deficiency or adjustment by any Government Authority based upon or arising out of the Allocation, and neither Buyers
nor Sellers shall be required to litigate before any court any proposed deficiency or adjustment by any Government Authority
challenging such Allocation.
(c) Sellers agree to provide Buyers and their representatives reasonable access to the books and records of the Business, the
personnel of, and work papers prepared by, Sellers or Sellers’ representatives to the extent that they relate to the Purchase Price
Allocation and to such historical financial information (to the extent in Sellers’ possession) relating to the Allocation as Buyers may
reasonably request for the purpose of preparing the Allocation; provided, however, that such access shall be in a manner that does
not interfere with the normal business operations of Sellers.
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ARTICLE III
C LOSING
Section 3.01 Time and Place of Closing. The closing of the transactions described in this Agreement (the “Closing”) shall
take place at the offices of Buyers, 7909
Parkwood Circle Drive, Houston, Texas 77036, within two Business Days of the
satisfaction of each of the conditions set forth in Article V, or such other time and place as the Parties mutually agree, on the date of
this Agreement, or at such other time, date or place as Buyers and Sellers may mutually agree in writing (the “Closing Date”).
Section 3.02 Closing Deliveries of Sellers. At Closing, Sellers shall deliver or cause to be delivered, the following to Buyers:
(a) a counterpart to this Agreement, duly executed by Sellers;
(b) assignments of the Assigned Contracts, duly executed by the relevant
Sellers, assigning such Contracts to Buyers;
(c) the consents and approvals identified on Section 6.04 of the Disclosure
Schedules;
(d) a counterpart to the Bill of Sale and Assignment (the “Bill of Sale”) in the form attached hereto as Exhibit A, duly
executed by Sellers;
(e) a counterpart to the Intellectual Property Assignment (the “Intellectual Property Assignment”) in the form attached hereto
as Exhibit B, duly executed by the relevant Sellers;
(f) special warranty deeds, duly executed by the relevant Sellers, conveying to the relevant Buyers good and indefeasible
title to Sellers’ Owned Real Property, free and clear of any Encumbrances, other than the Permitted Encumbrances, in the forms
attached hereto as Exhibit C (the “Deeds”), in sufficient duplicate originals to facilitate recording in counties in which each tract of
Sellers’ Owned Real Property is located;
(g) evidence, reasonably satisfactory to Buyers, that that certain 0.392 acre tract of land comprising a portion of the Sellers’
Owned Real Property in Midland County, Texas in Section 18, Block 40, T-2-S, T&P RR Co. Survey referenced in the Deed for
such Sellers’ Owned Real Property has been adequately surveyed in relation to the whole of the Sellers’ Owned Real Property
being conveyed to NOV US in such Deed such that there are no reasonable grounds for confusion with respect to such Deed or
such conveyance;
(h) counterparts to assignments of Leases included in the Assigned Contracts (the “Assigned Leases”), duly executed by the
relevant Seller and the lessors under such Leases;
(i) a counterpart to the Transition Services Agreement, in the form attached hereto as Exhibit E, duly executed by Flotek;
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(j) a certificate of Sellers conforming to the requirements of Treasury Regulations Section 1.1445-2(b)(2) stating that Sellers
are not “foreign persons” within the meaning of Section 1445 of the Code, in the form and substance reasonably satisfactory to
Buyers, dated as of the Closing Date and duly executed by the relevant Sellers;
(k) evidence of the full and unconditional termination and releases of any Encumbrances relating to Indebtedness for
borrowed money that encumber the Purchased Assets in any respect, dated and executed by each of the lenders with respect to any
such Indebtedness, including from PNC Bank, National Association, with respect to Turbeco and Teledrift;
(l) a Statement of Occasional Sale (Texas Comptroller of Public Accounts Form 01-917) certifying that the sales of the
Purchased Assets located in Texas qualify as an occasional sale, dated as of the Closing Date and duly executed by the relevant
Sellers;
(m) a certificate, dated and executed by an officer of Sellers, certifying to the resolutions of the boards of directors of Sellers
authorizing and approving the execution and delivery of this Agreement and the Transaction Documents, and the consummation of
the transactions contemplated hereby and thereby; and
(n) such further instruments and documents, as may be reasonably requested by Buyers to consummate the transactions
contemplated hereby.
Section 3.03 Closing Deliveries of Buyers. At Closing, Buyers shall deliver, or cause to be delivered, the following to
Sellers:
(a) the Closing Date Payment in accordance with Section 2.05(a);
(b) a counterpart to this Agreement, duly executed by Buyers;
(c) assignments of the Assigned Contracts, duly executed by the relevant
Buyers;
(d) a counterpart to the Bill of Sale, duly executed by Buyers;
(e) a counterpart to the Intellectual Property Assignment, duly executed by the relevant Buyers;
(f) counterparts to the Deeds, duly executed by the relevant Buyers;
(g) counterparts to assignments of the Assigned Leases, duly executed by the relevant Buyer (NOV US with respect to
Assigned Leases in the US, and NOV Canada with respect to the Assigned Lease in Canada);
(h) a counterpart to the Transition Services Agreement, in the form attached hereto as Exhibit E, duly executed by NOV
US;
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(i) resale certificates with respect to the Inventory located in the states of
Pennsylvania, Oklahoma, and Texas, in forms reasonably acceptable to Sellers; and
(j) such further instruments and documents as may be reasonably requested by Sellers to consummate the transactions
contemplated hereby.
Section 3.04 Release of Encumbrances. Promptly following the Closing, Sellers shall file or cause to be filed any and all
recordable form Encumbrance releases in respect of or related to any Indebtedness for borrowed money relating to any Encumbrance
on the Purchased Assets, which obligation shall include, for the avoidance of doubt, the filing of UCC termination statements and/or
making any other filings necessary to effect the termination and full release of any security interest in any of the Purchased Assets
encumbered by such Indebtedness.
ARTICLE IV
C OVENANTS
Section 4.01 Interim Covenants.
(a) From the date hereof until the Closing, except as otherwise provided in this Agreement or consented to in writing by
Buyers’ Representative (which consent shall not be unreasonably withheld or delayed), Sellers shall use commercially reasonable
efforts to:
(i) maintain the properties and assets included in the Purchased Assets in substantially the same condition as they were
on the date of this Agreement, subject to reasonable wear and tear and actions taken or omitted in the ordinary course of business;
(ii) pay the debts, Taxes and other obligations of the Business when due; (iii) defend and protect the properties and
assets included in the
Purchased Assets from infringement or usurpation;
(iv) perform all of its obligations under all Assigned Contracts;
(v) comply in all material respects with all Laws applicable to the conduct of the Business or the ownership and use of
the Purchased Assets;
(vi) secure, as soon as practicable and in any event prior to the Closing, all approvals, consents and waivers of third
parties required for the consummation of the transactions contemplated hereby; and
(vii) not take or permit any action that would cause any of the following changes, events or conditions to occur:
(A) an event, occurrence or development that has had, or could reasonably be expected to have, individually or
in the aggregate, a Material Adverse Effect;
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(B ) transfer, assignment, sale or other disposition of any of the Purchased Assets, except for the sale of
Inventory in the ordinary course of business;
(C ) cancellation o f a n y debts o r claims o r amendment, termination or waiver of any rights constituting
Purchased Assets;
(D) transfer, assignment or grant of any license or sublicense of any material rights under or with respect to any
Intellectual Property Assets or Intellectual Property Agreements;
(E) material damage, destruction or loss, or any material interruption in use, of any Purchased Assets, whether
or not covered by insurance;
(F) acceleration, termination, material modification to or cancellation of any Assigned Contract or Permit;
(G) imposition of any Encumbrance upon any of the Purchased
Assets; or
(H ) any Contract to do any of the foregoing, or any action or omission that would result in any of the
foregoing.
(b) From the date hereof until the Closing, each Party shall use its reasonable best efforts to fulfill its respective conditions to
Closing set forth in Article V.
Section 4.02 Access to Information. From the date hereof until the Closing, the Sellers shall afford the Buyer and its
Representatives full and free access to and the right to inspect all of the Purchased Assets during the Sellers’ normal business hours
upon at least forty-eight (48) hours’ notice.
Section 4.03 Notice of Certain Events.
(a) From the date hereof until the Closing, the Sellers shall promptly notify the
Buyer in writing of:
(i) any fact, circumstance, event or action the existence, occurrence or taking of which (A) has resulted in, or could
reasonably be expected to result in, any representation or warranty made by the Seller hereunder not being true and correct or (B) has
resulted in, or could reasonably be expected to result in, the failure of any of the conditions set forth in Article V to be satisfied;
(ii) any notice or other communication from any Person alleging that the consent of such Person is or may be required
in connection with the transactions contemplated by this Agreement;
(iii) any notice or other communication from any Government Authority in connection with the transactions
contemplated by this Agreement; and
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(iv) any actions commenced or, to the Knowledge of the Sellers, threatened against, relating to or directly involving
the Purchased Assets.
(b) Buyers’ receipt of information pursuant to this Section 4.03 shall not operate as a waiver or otherwise affect any
representation, warranty or agreement given or made by the Sellers in this Agreement and shall not be deemed to amend or
supplement the Disclosure Schedules.
Section 4.04 Restrictive Covenants.
(a) Sellers and Flotek, on behalf of themselves and their Affiliates, hereby acknowledge and agree that (i) Buyers would not
have entered into this Agreement if Sellers and Flotek had not agreed to the covenants set forth in this Section 4.01 and (ii) Sellers
and Flotek have had access to information that is confidential in relation to the Purchased Assets that constitutes a valuable, special
and unique asset, and with respect to which Buyers are entitled to the protections afforded by this Agreement and to the remedies
for enforcement of this Section 4.01 provided by law or equity (including those remedies the availability of which may be within
the discretion of the court or arbitrator that presides over any action for which enforcement of this Agreement is brought).
(b) For a period of one (1) year after the Closing Date, Sellers and Flotek agree that they will not, and they shall cause their
Affiliates not to, directly or indirectly solicit the employment or services of, or, cause or attempt to cause any employees of Sellers
or their Affiliates who accept offers of employment with Buyers or their Affiliates (“ Business Employee”) to leave the employment
or service of, Buyers or their Affiliates, other than general solicitations that do not target the Business Employee.
(c) For a period of three (3) years following the Closing Date, Sellers and Flotek agree that they will not, and shall cause
their Affiliates not to, directly or indirectly, acting alone or as a member of a partnership or company, as a holder or owner of any
security, as an agent, advisor, consultant or independent contractor:
(i) carry on, participate in, or be engaged in (whether for its own account or for the account of any other Person) the
Restricted Business within the Restricted Area; or
(ii) share in the earnings of, or beneficially own or hold any security issued by, or otherwise own or hold any interest
in any entity which is engaged in the Restricted Business in the Restricted Area; or
(iii) request o r suggest, directly o r indirectly, that any customer or supplier of Buyers relating to the Restricted
Business, curtail or cancel its business or refrain from doing business with Buyers or their Affiliates within the Restricted Area.
Notwithstanding the foregoing provisions of this Section 4.04(c), Sellers and Flotek and their Affiliates may own, solely as an
investment, securities of an entity that is engaged in the Restricted Business if (1) such Person is not an Affiliate of the issuer of such
securities, (2) such Person does not, directly or indirectly, beneficially own more than five percent
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(5%) in the aggregate of such class of securities, (3) such class of securities is publicly traded and (4) such Person has no active
participation in such entity.
(d) For a period of three (3) years following the Closing Date, Sellers and Flotek shall, and shall cause their Affiliates to,
hold in confidence and shall not use in any manner any confidential and proprietary information, whether written or oral, to the
extent concerning the Purchased Assets; provided, however, that the such parties shall be able to use any such information as may
be reasonably required by such Persons in connection with any insurance Proceedings or Tax audits against, or Proceedings
concerning, any such Persons. If Sellers, Flotek or their Affiliates are requested or compelled to disclose any such confidential
information by judicial or administrative process, by any Government Authority or by other requirements of Law, such Person shall
promptly notify Buyers in writing and shall disclose only that portion of such information that such Person is advised by its counsel
that it is legally required to disclose; provided, that such Person shall cooperate with Buyers, at Buyers’ sole cost and expense, to
permit Buyers to obtain an appropriate protective order or other reasonable assurance that confidential treatment will be accorded
such information. Notwithstanding anything contained in this Section 4.04(d) to the contrary, the provisions of this Section 4.04(d)
shall not apply to (i) any information which has come within the public domain, except that which has come in the public domain
through a Seller’s or Flotek’s or their respective Affiliates’ breach of this Agreement or (ii) information which was lawfully
available to Sellers or Flotek on a non-confidential basis prior to its disclosure hereunder.
(e) Buyers, Sellers and Flotek hereby agree that if Sellers or Flotek (or any Affiliate of such Persons) violate or threaten to
violate any of the provisions of this Section 4.01, it would be difficult to determine the entire cost, damage or injury which Buyers
would sustain. Sellers and Flotek acknowledge that if they (or any of their Subsidiaries or Affiliates) violate any of the provisions of
this Section 4.01, Buyers may have no adequate remedy at law. In the event of such violation, Buyers shall have the right, in
addition to any other rights that may be available to them to seek to obtain in any court of competent jurisdiction injunctive relief to
restrain any violation by such Person of any provision of this Section 4.01 or to seek to compel specific performance by such
Person of one or more of its obligations under this Section 4.01. The seeking or obtaining by Buyers of such injunctive relief shall
not foreclose or in any way limit the right of Buyers to obtain a money judgment against Sellers or Flotek for any damage to Buyers
that may result from any breach by Sellers or Flotek (or any Subsidiary or Affiliate of such Persons) of any provision of this Section
4.01.
(f) Sellers and Flotek acknowledge that the covenants contained in Section
4.01 are reasonable in geographic and temporal scope and that the scope of each of the
activities being restrained is reasonable and does not impose a greater restraint than is necessary to protect the goodwill or other
business interest of Buyers. If any court of competent jurisdiction determines that any of such covenants, provisions or portions of
Section 4.01, or any part thereof, are unenforceable and invalid, then (i) the validity and enforceability of any remaining covenants,
provisions or portions thereof shall not be affected by such determination, (ii) those of such covenants, provisions or portions that
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are determined to be unenforceable because of the duration or scope thereof shall be severed and/or reformed by the court to reduce
their duration or scope so as to render them enforceable against Sellers and Flotek and (iii) all remaining covenants, provisions,
portions and terms of this Section 4.01 shall be valid and enforceable to the fullest extent permitted by law.
(g) If Closing occurs, the restrictions contained in this Section 4.01 shall survive the Closing Date for the periods specified.
Section 4.05 Public Announcements. After the Closing Date, Sellers on the one hand, and Buyers on the other hand, will
obtain the approval of the other Party, which shall not be unreasonably withheld, conditioned or delayed, before issuing any press
releases or otherwise making any public statements with respect to any confidential or proprietary aspect of this transaction, except as
in the reasonable judgment of a Party may be required by Law or by any rule or regulation of any securities exchange, in which case
the Parties will consult with each other as to the content and language of any such report, statement or press release prior to its
issuance.
Section 4.06 Bulk Sales Laws. The Parties hereby waive compliance with the provisions of any bulk sales, bulk transfer or
similar Laws of any jurisdiction that may otherwise be applicable with respect to the sale of any or all of the Purchased Assets to
Buyers; it being understood that any Liabilities arising out of the failure of Sellers to comply with the requirements and provisions of
any bulk sales, bulk transfer or similar Laws of any jurisdiction shall be treated as Excluded Liabilities.
Section 4.07 Release of Certain Past Claims and Dismissal of Pending
Litigation.
(a) If Closing occurs, then Flotek and Buyers (on behalf of National Oilwell DHT, L.P.) shall, effective as of the Closing
Date, hereby fully and completely discharge and release each other from all charges, complaints, claims, grievances, liabilities,
obligations, promises, agreements, controversies, damages (including lost profits, reasonable royalty damages, and enhanced
damages), actions, causes of action, suits, rights, demands, costs, losses, debts, penalties, fees, wages, expenses (including
attorneys’ fees and costs actually incurred), and punitive damages, of any nature whatsoever, known or unknown, which either
National Oilwell DHT, L.P. or Flotek has, or may have had, against the other, whether or not apparent or yet to be discovered for
any acts or omissions related to or arising from:
(i) acts giving rise to the allegations of patent infringement set forth in the pleadings of the Pending Litigation to the
extent that such acts occurred prior to or on the Closing Date; and
(ii) the prosecution and defense of the Pending Litigation.
(b) Flotek and Buyers shall, within 30 days of the Closing Date:
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(i) cause a Stipulation of Dismissal of Action Without Prejudice to be filed in the Pending Litigation in the form
attached as Exhibit D hereto; and
(ii) take any further action reasonably necessary to obtain a dismissal of the claims in the Pending Litigation without
prejudice.
(c) Flotek and Buyers acknowledge that the release set forth in this Section
4.07 is a release of liability for certain acts of potential infringement that occurred prior to the Closing Date and that such release
does not grant Flotek or any of its Affiliates a license or right to use to any Intellectual Property owned by Buyers or any of Buyers’
Affiliates or to any Intellectual Property referenced in this Agreement, by implication, estoppel or otherwise.
(d) Flotek and Buyers agree that the releases provided to Flotek in this Section
4.04 provide a complete defense to Flotek for all claims asserted by National Oilwell DHT, L.P. in the Pending Litigation, and that,
if Flotek and National Oilwell DHT, L.P. fail for any reason to jointly and timely file the Stipulation of Dismissal of Action Without
Prejudice, Flotek may invoke this Section 4.04 to unilaterally obtain a complete dismissal of the Pending Litigation.
Section 4.08 Receipt of Certain Payments. If Sellers, Flotek or their Affiliates receive any payment or other assets in respect
of any accounts receivable related to the Business arising on or after the Closing Date, then Sellers shall within twenty (20) days of
such receipt, transfer and deliver all such payments to Buyers. Conversely, if Buyers or their Affiliates receive any payment or other
assets in respect of any accounts receivable related to the Business arising before the Closing Date, then Buyers shall within twenty
(20) days of such receipt, transfer and deliver all such payments to Sellers’ Account.
Section 4.09 Retrieval of the Purchased Assets. For a period of ninety (90) days following the Closing Date (hereinafter,
the “Transitional Period”), Sellers shall allow Buyers to store, without any charge, but at Buyers’ sole risk of loss, the Purchased
Assets where such Purchased Assets were located on the Closing Date, and Sellers shall reasonably cooperate with Buyers
(including, without limitation, to allow Buyers, without any charge, during the Transitional Period, reasonable access to any Business
Facilities not assumed by Buyers to the extent reasonably required and requested by Buyers) in order to allow Buyers to remove such
Purchased Assets during the Transitional Period, from the Business Facilities and to transfer such Purchased Assets to a secure
location under Buyers’ control.
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ARTICLE V
C ONDITIONS TO C LOSING
Section 5.01 Conditions to Obligations of All Parties. The obligations of each Party to consummate the transactions
contemplated by this Agreement shall be subject to the fulfillment, at or prior to the Closing, of each of the following conditions:
(a) N o Government Authority shall have enacted, issued, promulgated, enforced or entered any Proceeding, injunction or
restraining order which is in effect and has the effect of making the transactions contemplated by this Agreement illegal, otherwise
restraining or prohibiting consummation of such transactions or causing any of the transactions contemplated hereunder to be
rescinded following completion thereof.
Section 5.02 Conditions to Obligations of Buyers. The obligations of the Buyers to consummate the transactions
contemplated by this Agreement shall be subject to the fulfillment or Buyers’ Representative’s waiver, at or prior to the Closing, of
each of the following conditions:
(a) The representations and warranties of Sellers and Flotek contained in this Agreement and any certificate or other writing
delivered pursuant hereto shall be true and correct in all respects (in the case of any representation or warranty qualified by
materiality) or in all material respects (in the case of any representation or warranty not qualified by materiality) on and as of the date
hereof and on and as of the Closing Date with the same effect as though made at and as of such date (except those representations and
warranties that address matters only as of a specified date, the accuracy of which shall be determined as of that specified date in all
respects).
(b) Sellers and Flotek shall have duly performed and complied in all material respects with all agreements, covenants and
conditions required by this Agreement to be performed or complied with by them prior to or on the Closing Date;
(c) No action shall have been commenced against Sellers or Flotek that would prevent the Closing;
(d) Buyers’ Representative shall have received a certificate, dated as of the Closing Date and signed by a duly authorized
officer of Sellers and Flotek, certifying that each of the conditions set forth in Section 5.02(a) and Section 5.02(b) have been satisfied
(“Sellers’ Closing Certificate”);
(e) Sellers’ Representative shall have delivered to Buyers’ Representative the Closing deliverables set forth in Section 3.02
and such other documents or instruments as Buyers’ Representative reasonably requests and are reasonably necessary to consummate
the transactions contemplated by this Agreement; and
(f) PNC Bank shall have released its liens with respect to the Purchased Assets.
Section 5.03 Conditions to Obligations of Sellers and Flotek. The obligations of Sellers and Flotek to consummate the
transactions contemplated by this Agreement shall
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be subject to the fulfillment or Sellers’ Representative’s waiver, at or prior to the Closing, of each of the following conditions:
(a) The representations and warranties of Buyers contained in this Agreement and any certificate or other writing delivered
pursuant hereto shall be true and correct in all respects (in the case of any representation or warranty qualified by materiality) or in all
material respects (in the case of any representation or warranty not qualified by materiality) on and as of the date hereof and on and as
of the Closing Date with the same effect as though made at and as of such date (except those representations and warranties that
address matters only as of a specified date, the accuracy of which shall be determined as of that specified date in all respects);
(b) Buyers shall have duly performed and complied in all material respects with all agreements, covenants and conditions
required by this Agreement to be performed or complied with by them prior to or on the Closing Date;
(c) No action shall have been commenced against Buyers that would prevent the Closing;
(d) Sellers’ Representative shall have received a certificate, dated as of the Closing Date and signed by a duly authorized
officer of Buyers, certifying that each of the conditions set forth in Section 5.03(a) and Section 5.03(b) have been satisfied (“Buyers’
Closing Certificate”); and
(e) Buyers’ Representative shall have delivered to Sellers’ Representative the Closing deliverables set forth in Section 3.03
and such other documents or instruments as Sellers’ Representative reasonably requests and are reasonably necessary to consummate
the transactions contemplated by this Agreement.
ARTICLE VI
R EPRESENTATIONS AND WARRANTIES OF SELLERS AND FLOTEK
Sellers and Flotek jointly and severally represent and warrant to Buyers that the statements contained in this Article VI are
true and correct as of the date hereof (unless a specific date is set forth in such representation or warranty, in which case such
representation or warranty must be true and correct as of such specific date), except as set forth in the Disclosure Schedules.
Section 6.01 Organization and Existence.
(a) Sellers are duly organized, validly existing and in good standing under the laws of their place of incorporation.
(b) Sellers have all requisite corporate power and authority to carry on their business as now being conducted and to own,
lease and operate the Purchased Assets as now owned, leased or operated, and to perform all their obligations under the Contracts
to which they are bound.
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Section 6.02 Title. Sellers are the sole and exclusive owners of, and have good, valid and marketable title to, all of the
Purchased Assets (other than Sellers’ Owned Real Property, which is subject to the representations and warranties set forth in Section
6.14) free and clear of all Encumbrances, and are exclusively entitled to possess and dispose of the same. There are no outstanding
agreements or options to sell which grant to any Person, other than Buyers, the right to purchase or otherwise acquire any of the
Purchased Assets.
Section 6.03 Authority; Authorization of Agreement. Sellers and Flotek have all requisite capacity, power and authority to
execute and deliver this Agreement, to consummate the transactions contemplated hereby and to perform its obligations under this
Agreement. Sellers and Flotek have taken all corporate or other actions necessary to authorize and approve the execution and delivery
of this Agreement, the performance of all the terms and conditions hereof and the consummation of the transactions contemplated
hereby. No other act or proceeding on the part of Sellers or Flotek is necessary to authorize the execution, delivery or performance of
this Agreement, or the consummation of the transactions contemplated hereby. This Agreement constitutes the legal, valid and
binding obligations of Sellers and Flotek, enforceable against Sellers and Flotek.
Section 6.04 Consents and Approvals; No Violation. Except as set forth on Section 6.04 of the Disclosure Schedules,
neither the execution and delivery of this Agreement by Sellers and Flotek, the consummation of the transactions contemplated
hereby, nor the compliance by Sellers and Flotek with any of the provisions hereof will: (i) conflict with or violate any provision of
any Organizational Document of Sellers or Flotek or entitle any Person to exercise any preferential purchase right, option to purchase
or similar right with respect to any of the Purchased Assets; (ii) require any filing with or any permit, consent or approval of, or the
giving of notice to any Person by Sellers or Flotek; (iii) result in a violation or breach of, or constitute (with or without due notice or
lapse of time or both) a default (or give rise to any right of termination, cancellation or acceleration) under, any of the terms,
conditions or provisions of Contract binding upon Sellers or Flotek; (iv) violate or conflict with any provision of any Law binding
upon Sellers or Flotek; or (v) result in, or require, the creation or imposition of, any Encumbrance upon or with respect to any of the
Purchased Assets.
Section 6.05 Financial Statements. Section 6.05 of the Disclosure Schedules sets forth true and complete copies of (a) the
unaudited balance sheets of Teledrift and Turbeco as of March 31, 2017 (the “ Balance Sheet Date”), together with the related
unaudited statements of income, for the three (3) month period then ended (collectively, the “March 2017 Financial Statements”) and
(b) the unaudited balance sheets of Teledrift and Turbeco as of December 31, 2016, and the related unaudited statements of income
for the year then ended (the “2016 Financial Statements,” and together with the March 2017 Financial Statements, collectively, the
“Financial Statements”). The Financial Statements have been prepared in accordance with GAAP and present fairly, in all material
respects, the financial position and the results of operations of the Business as of, and for the periods ended on, such dates. The
Financial Statements have been prepared from the books and records of Sellers, which accurately and fairly reflect the transactions of,
acquisitions and dispositions of assets by, and incurrence of liabilities by Teledrift and Turbeco.
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Section 6.06 Absence of Certain Changes. Except as disclosed on Section 6.06 of the Disclosure Schedules, since the
Balance Sheet Date, there has not been: (a) any Material Adverse Effect on the Business, or any event, condition or contingency that
could result in a Material Adverse Effect on the Business; (b) any damage, destruction or Loss, whether covered by insurance or not,
affecting the Purchased Assets that could result in a Material Adverse Effect; (c) any sale, assignment, lease, transfer, license,
abandonment or other disposition by Sellers of any interest in the Purchased Assets, excluding: (i) replaced or obsolete assets and (ii)
Inventory sold in the Ordinary Course of Business consistent with past practice; (d) any business conducted that was not in the
Ordinary Course of Business; or (e) any agreement to do any of the foregoing.
Section 6.07 Litigation. Except as set forth on Section 6.07 of the Disclosure Schedules, there is n o Proceeding pending
against or, to the Knowledge of Sellers, threatened against, Sellers with respect to the Business or the Purchased Assets; (b) to the
Knowledge of Sellers, there are no claims, facts, conditions or circumstances that could reasonably be expected to give rise to a
Proceeding that would be required to be disclosed pursuant to clause (a) in this Section 6.07; and (c) there are no Orders outstanding
against or, to the Knowledge of Sellers, threatened against, Sellers or the Purchased Assets.
Section 6.08 Compliance with Laws and Orders. Sellers and Flotek have not at any time within the last five (5) years
received any notice that Sellers have, and to the Knowledge of Sellers, Sellers have not, and have not at any time within the last five
(5) years, been, in material violation of or in default under any Law or Order. To the Knowledge of Sellers, no event has occurred,
and no condition or circumstances exists, that might reasonably (with or without notice or lapse of time) constitute or result directly or
indirectly in a material violation of any applicable Law. No notice of any investigation or review by any Government Authority has
been received by Sellers or Flotek nor, to the Knowledge of Sellers, is any such investigation or review pending or threatened, nor
has any Government Authority indicated any intention to conduct the same.
Section 6.09 Labor and Employment Matters.
(a) Sellers have provided Buyers with a true and complete listing of all employees of Sellers, including approximate date of
hire, title or grade as of the date thereof, salary or rate of compensation as of the date thereof, normal work location, exempt or nonexempt status, and active or leave status. Except for any Contracts disclosed on Section 6.09(a) of the Disclosure Schedules, none
of the employees of Sellers is a party to any written employment Contract, termination or severance agreement or similar Contract,
and the employment of all such Employees is terminable at will.
(b) Sellers are not party to or bound by the terms of any collective bargaining Contract or other union Contract applicable to
any employee of Sellers, and no such Contract has been requested by any employee or group of employees of Sellers, nor has there
been any discussion with respect thereto by management of Sellers with any
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employees of Sellers. To the Knowledge of Sellers, there are no union organizing activities or Proceedings involving, or any
pending petitions for recognition of, a labor union or association as the exclusive bargaining agent for, or where the purpose is to
organize, any group or groups of employees of Sellers, and there are no Proceedings now underway of which Sellers or Flotek have
notice, nor, to the Knowledge of Sellers, are any Proceedings pending or threatened with regard to Sellers, before the National
Labor Relations Board or a similar Government Authority or agency in a non-U.S. jurisdiction, wherein any labor organization is
seeking representation of any employees of Sellers. There is no labor strike or labor disturbance now in effect nor, to the Knowledge
of Sellers, pending or threatened, against Sellers. Sellers have not committed any unfair labor practice, nor have they experienced
any grievances, Proceedings relating to unfair labor practices or other collective bargaining disputes.
(c) To the Knowledge of Sellers, Sellers are in compliance with all applicable Laws pertaining to labor or employment
matters, including, but not limited to Laws governing or regarding hours of work, the payment of wages or other compensation,
employee benefits, employment discrimination and harassment, occupational safety and health, and any and all other Laws
governing or pertaining to the terms and conditions of employment. No Claim is pending nor, to the Knowledge of Sellers, is any
Claim threatened (and there is no basis therefor) against Sellers alleging any failure to so comply.
Section 6.10 Intellectual Property.
(a) Sellers are the sole and exclusive owners of, without payment to any other Person, all of Sellers’ Intellectual Property, in
each case, free and clear of all Encumbrances. No other party has any rights in Sellers’ Intellectual Property.
(b) Sellers and their Affiliates (i) have not granted to any third party any written license of any kind relating to any Sellers’
Intellectual Property and (ii) are not bound by or a party to any option, license or similar Contract relating to the Intellectual Property
owned by any other Person for the use of such Intellectual Property in the conduct of its respective business.
(c) Except as set forth on Section 6.10, no Proceedings are pending nor, to the Knowledge of Sellers, threatened, against
Sellers or Flotek by any Person with respect to the ownership, validity, enforceability, or use of any Sellers’ Intellectual Property.
Sellers and Flotek have not received any written notice alleging that Sellers’ use of the Purchased Assets violates any rights relating
to the Intellectual Property of any Person.
(d) Except as set forth on Section 6.10 of the Disclosure Schedules, Sellers’ Intellectual Property does not violate or infringe
any intellectual property of any other Person.
Section 6.11 Customers and Suppliers.
33

Source: FLOTEK INDUSTRIES INC/CN/, 10-Q, August 01, 2017

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

(a) Section 6.11(a) of the Disclosure Schedules sets forth a true and complete list of the ten (10) largest customers (based on
revenues) of the Business for the twelve (12)-month period ending with the Balance Sheet Date. Since the Balance Sheet Date,
Sellers and Flotek have not received written notice that any customer listed on Section
6.11(a) of the Disclosure Schedules intends to cease doing business with the Business, or intends to alter in any material respect the
amount of such customer’s dealings with the Business, in each case as a result a dispute or disagreement with Sellers or Flotek or
dissatisfaction with the Business’s products or services, or would alter in any material respect such dealings in the event of the
consummation of the transactions contemplated hereby.
(b) Section 6.11(b) of the Disclosure Schedules sets forth a true and complete list of the ten (10) largest service providers and
suppliers (based on costs) of the Business for the twelve (12)-month period ending with the Balance Sheet Date. Since the Balance
Sheet Date, Sellers and Flotek have not received written notice that any service provider or supplier listed on Section 6.11(b) of the
Disclosure Schedules has stopped or materially decreased or intends to cease dealing with the Business, or intends to alter in any
material respect the amount of such service provider’s or supplier’s dealings with the Business, or would alter in any material respect
such dealings in the event of the consummation of the transactions contemplated hereby.
Section 6.12 Environmental Matters.
Except as set forth on Section 6.12 of the Disclosure Schedules:
(a) Sellers, with respect to the Business, and their Business Facilities are, and have at all times been, in material compliance
with all Environmental Laws.
(b) None of Sellers nor any Business Facility is subject to any known or to the Knowledge of Sellers any pending or
threatened claim arising under Environmental Laws or relating to Environmental Liabilities. Sellers and Flotek have not received
any notice of a claim arising under Environmental Laws or relating to Environmental Liabilities.
(c) Sellers and their Business Facilities have all Permits necessary to comply with all Environmental Laws applicable to the
Business as presently conducted; all applications for renewal of all such Permits have been timely filed; Sellers and their Business
Facilities have all environmental and pollution control equipment necessary to comply with all Environmental Laws (including,
without limitation, compliance with all applicable Permits) for operation of the Business as presently conducted; and Sellers and
their Business Facilities are in compliance with all terms and conditions of such Permits.
(d) Regarding all Permits required under Environmental Laws for which renewal, amendment, or modification is sought or
pending, to the Knowledge of Sellers, no expenditures, capital improvements, or changes in operation will be necessary as a
condition or as a result of such renewal, amendment, or modification.
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(e) To the Knowledge of Sellers, there are no, nor, have there ever been any, underground storage tanks or solid waste
management units located on or under any Business Facility. To the Knowledge of Sellers, no Materials of Environmental Concern
have been released or are present on any Business Facility in quantities or concentrations that exceed any applicable standard
established by Environmental Laws or background levels for the applicable geographic area, or that require Environmental
Response or reporting to any Government Authority.
(f) None of the off-site locations where Materials of Environmental Concern generated from or by Sellers have been
disposed or come to be located is subject to an existing or, to the Knowledge of Sellers, potential Claim under Environmental Laws,
or any obligation to undertake Environmental Response.
(g) None of Sellers nor their Affiliates has been identified as a potentially responsible party under, and no Business Facility
has been listed as a facility which is subject to Environmental Response or liens under, the Comprehensive Environmental
Response, Compensation, and Liability Act, as amended, or comparable Environmental Laws.
(h) There are no obligations, undertakings or Liabilities arising out of or relating to Environmental Laws to which Sellers
have agreed, assumed or retained, by contract or otherwise.
(i) Sellers are not subject to any Environmental Liabilities, nor to the
Knowledge of Sellers is there any basis for the same.
(j) Sellers have not undertaken Environmental Response to, or other decontamination or cleanup of, any facility or site or
entered into any agreement for the payment of costs associated with such activity.
Section 6.13 Taxes.
(a) Except as set forth on Section 6.13(a) of the Disclosure Schedules:
(i) Sellers have duly and timely filed (or there has been timely filed on their behalf) with the appropriate Government
Authorities all Tax Returns required to be filed by them or with respect to the assets of Sellers on or prior to the date hereof, and duly
paid in full or made adequate provision therefor on the Financial Statements (or there has been paid or adequate provision has been
made on their behalf) for the payment of all Taxes for all periods ending through the date hereof (whether or not shown on any Tax
Return);
(ii) all such Tax Returns filed by or on behalf of Sellers are true, correct and complete in all material respects;
(iii) no Proceeding has ever been made by any authority in a jurisdiction where Sellers do not file Tax Returns that
Sellers are or may be subject to taxation by that jurisdiction;
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(iv) the unpaid Taxes of Sellers did not exceed the reserve for Tax Liabilities reflected in the Financial Statements, and
there has been no Liability for Taxes for any period beginning after the Balance Sheet Date, other than Taxes as arising in the
Ordinary Course of Business;
(v) there are no liens for Taxes upon any property or assets of Sellers; (vi) Sellers have not received or requested a
ruling from any taxing
authority or signed an agreement with any taxing authority;
(vii) Sellers have complied with all applicable laws, rules and regulations relating to the payment and withholding of
Taxes (including, without limitation, withholding of Taxes pursuant to Sections 1441 and 1442 of the Code, as amended or similar
provisions under any foreign laws) and has, within the time and the manner prescribed by law, withheld and paid over to the
appropriate Government Authority all amounts required to be so withheld and paid over under all applicable laws in connection with
amounts paid or owing to any employee, independent contractor, creditor, stockholder or other Third Party;
(viii) no federal, state, local or foreign audits or other Proceedings are presently pending or, to the Knowledge of
Sellers, threatened with regard to any Taxes or Tax Returns of Sellers, and Sellers have not received a notice (and Sellers do not
otherwise have Knowledge) of any pending or threatened audits or Proceedings;
(ix) no director or officer (or employee responsible for Tax matters) of Sellers expects any authority to assess any
additional Taxes for any period for which Tax Returns have been filed;
(x) Sellers have not waived any statute of limitations in respect of Taxes, agreed to any extension of time with respect
to a Tax assessment or deficiency, or entered into any closing agreement under any applicable Tax law;
(xi) no adjustments or deficiencies relating to Tax Returns of Sellers have been proposed, asserted or assessed by any
Government Authority, except for such adjustments or deficiencies which have been fully paid or finally settled; and
(xii) Sellers have delivered to Buyers true, correct and complete copies of all federal income Tax Returns, examination
reports, and statements of deficiencies assessed against or agreed to by Sellers filed or received since December 31, 2014.
(b) None of the Purchased Assets: (i) secures any debt the interest on which is tax-exempt under Section 103(a) of the Code;
(ii) is “tax-exempt use property” within the meaning of Section 168(h) of the Code; (iii) is “tax exempt bond financing property”
within the meaning of Section 168(g)(5) of the Code; (iv) is “limited use property” with the meaning of Revenue Procedure 76-30;
or (v) will be treated as owned by any other Person pursuant to the provisions of former Section 168(f)(8) of the Code.
(c) Except with respect to any Inventory, the purchase and sale of the Purchased Assets located in Texas pursuant to this
Agreement qualifies for the occasional
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sale exemption provided under Section 151.304(a) and (b)(2) of the Texas Tax Code and
34 Administrative Code Section 3.316(a) and (d).
(d) With respect to the Business, Sellers are not engaged within the state of Louisiana in the business of selling tangible
personal property such as or similar to the Purchased Assets (other than Inventory) in the regular course of its business, nor do
Sellers hold themselves out to be in any such business.
Section 6.14 Real Property.
(a) Except for Sellers’ Owned Real Property, Sellers do not own any real property.
(b) (i) Sellers have good and indefeasible title to Sellers’ Owned Real Property, free and clear of any Encumbrances except
for Permitted Encumbrances; (ii) there are no pending nor, to the Knowledge of Sellers, threatened condemnation Proceedings
relating to Sellers’ Owned Real Property; (iii) the legal description for each Sellers’ Owned Real Property contained in the deed
thereof delivered at Closing describes such Sellers’ Owned Real Property fully and adequately, the buildings and improvements are
located within the boundary lines of the described parcels of land, are not in violation of applicable setback requirements, zoning
laws and ordinances (and none of Sellers’ Owned Real Property is subject to “permitted non-conforming use” or “permitted nonconforming structure” classification), and do not encroach on any easement that may burden the land, and the land does not serve
any adjoining property for any purpose inconsistent with the use of the land, the property is not located within any flood plain or
subject to any similar type restriction for which any Permits have not been obtained and access to the property is provided by paved
public right of way with adequate curb cuts available; (iv) except as set forth in Section 6.14(b) of the Disclosure Schedules, there
are no leases, subleases, Permits, concessions, easements, servitudes, rights-of-way, encumbrances or other Contracts granting to
any party or parties the right of use or occupancy of any portion of Sellers’ Owned Real Property; (vi) neither the leases, subleases,
Permits, concessions, easements, servitudes, rights-of-way, encumbrances or Contracts set forth in Section 6.14(b) of the Disclosure
Schedules, nor the enforcement of any rights thereunder by any party thereto have or may have a materially impact Buyers’ ability
to continue to operate Sellers’ Owned Real Property in the same manner as Sellers have operated the same prior to the Closing Date;
and (vii) with respect to the easements, licenses and rights-of-way comprising Sellers’ Owned Real Property, Sellers have good and
indefeasible title to or interests therein sufficient to enable Sellers to use and operate Sellers’ Owned Real Property in a reasonable
and customary manner, free and clear of Encumbrances except Permitted Encumbrances.
(c) All facilities located on Sellers’ Owned Real Property are supplied with utilities and other services, including gas,
electricity, water, telephone, sanitary sewer and storm sewer as are necessary for their current use, all of which services are in
accordance with all applicable Laws and are provided via public roads or via permanent, irrevocable,
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appurtenant easements benefiting Sellers’ Owned Real Property. There are no condemnation or appropriation proceedings pending,
or to the Knowledge of Sellers, threatened against any such Sellers’ Owned Real Property or the improvements thereon. Sellers
have adequate rights of ingress and egress by road right of way with respect to all Sellers’ Owned Real Property and all buildings,
structures, facilities, fixtures and other improvements thereon. THE SELLERS AND FLOTEK HAVE NOT MADE ANY
REPRESENTATION OR WARRANTY REGARDING THE CONDITION OF THE BUSINESS FACILITIES.
(d) Sellers have not assigned, transferred, conveyed, mortgaged, deeded in trust or encumbered any interest in any Sellers’
Leased Real Property included in an Assigned Lease. None of such Sellers’ Leased Real Property included in an Assigned Lease,
nor the buildings, structures, facilities, fixtures or other improvements thereon, nor the current use thereof, contravenes or violates
any building or zoning Law, or any administrative, occupational safety and health or other applicable Law, in each case, in any
material respect (whether or not permitted on the basis of prior nonconforming use, waiver or variance).
(e) Sellers have a valid leasehold interest in and the right to quiet enjoyment of each portion of Sellers’ Leased Real Property
included in an Assigned Lease for the full term of such Assigned Lease. Each Assigned Lease is a legal, valid and binding
agreement enforceable in accordance with its terms against Sellers and, to the Knowledge of Sellers, each other Person that is a
party thereto, and Sellers are not in, nor have received notice of any, default (or any condition or event that, after notice or lapse of
time or both, would constitute a default) thereunder. Neither Sellers, nor, to the Knowledge of Sellers, any other party to any
Assigned Lease, is in breach or default, and no event has occurred that, with notice or lapse of time, could reasonably be expected to
constitute such a breach or default or permit termination, modification or acceleration under such Assigned Lease.
(f) Sellers have delivered to Buyer true and complete copies of all Assigned Leases (including any amendments and renewal
letters) prior to the execution of this Agreement.
(g) There are no tenants or other parties in possession of any Sellers’ Leased Real Property included in an Assigned Lease.
No Person has any right to purchase, or holds any right of first refusal to purchase, such properties.
(h) All facilities located on Sellers’ Leased Real Property included in an Assigned Lease are supplied with utilities and other
services, including gas, electricity, water, telephone, sanitary sewer and storm sewer as are necessary for their current use, all of
which services are in accordance with all applicable Laws and are provided via public roads or via permanent, irrevocable,
appurtenant easements benefiting such Sellers’ Leased Real Property. There are no condemnation or appropriation proceedings
pending, or to the Knowledge of Sellers, threatened against any such Sellers’ Leased Real Property or the improvements thereon.
Sellers have adequate rights of ingress and egress
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by road right of way with respect to all Sellers’ Leased Real Property included in an Assigned Lease and all buildings, structures,
facilities, fixtures and other improvements thereon.
Section 6.15 Certain Payments.
(a) To the Knowledge of Sellers, Sellers are in compliance with all applicable Customs & International Trade Laws, and at
no time since Sellers were organized have they committed any violation of any Customs & International Trade Laws, and there are
no unresolved disputes or Proceedings concerning any Liability of Sellers with respect to any such Customs & International Trade
Laws.
(b) Sellers and Flotek have not received written notice that Sellers are currently subject to any civil or criminal investigation,
litigation, audit, compliance assessment, focused assessment, penalty proceeding or assessment, liquidated damages proceeding or
claim, forfeiture or forfeiture action, record-keeping inquiry, assessment of additional duty for failure to properly mark imported
merchandise, written notice to properly mark merchandise or return merchandise to customs custody, claim for additional customs
duties or fees, denial order, suspension of export privileges, government sanction, or any other Proceeding or claim by a
Government Authority involving or otherwise relating to any alleged or actual violation of any Customs & International Trade Laws
or relating to any alleged or actual non-payment of customs duties, fees, taxes or other amounts owed pursuant to any Customs &
International Trade Laws, and Sellers have paid all customs duties and fees, all other import duties and fees, and brokerage fees
owed for merchandise imported by them or imported on their behalf into the United States.
(c) Sellers have not made or provided any material false statement or omission to any Government Authority (domestic or
foreign) or to any purchaser of products, in connection with the exportation of commodities, software or technical data or the
importation of merchandise, the valuation or classification of imported merchandise or exported commodities, software or technical
data, the duty treatment of imported merchandise, the eligibility of imported merchandise for favorable duty rates or other special
treatment, country-of-origin marking, NAFTA Certificates, other statements or certificates concerning origin, quota or visa rights,
export licenses or other export authorizations, Shippers Export Declaration Forms, U.S.-content requirements, licenses or other
approvals required by a foreign government or agency, or any other requirement relating to any Customs & International Trade
Laws.
(d) Sellers have not, and no manager, director, officer, employee, agent, representative or other Person associated with or
acting for or on behalf of Sellers has: (i) directly or indirectly made, any contribution, gift, bribe, kickback or other payment
(including any political contribution with corporate funds, any payment from corporate funds not recorded on the books and records
of Sellers, any payment from corporate funds that was falsely recorded on the books and records of Sellers, any payment from
corporate
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funds to governmental officials for improper purposes or payments from corporate funds to obtain or retain business) to any Person,
regardless of form whether in money, property or services (A) to obtain favorable treatment in securing business, (B) to pay for
favorable treatment for business secured, (C) to obtain special concessions or for special concessions already obtained for or in
respect of Sellers, or (D) or in any other manner or for any other purpose which violates applicable Laws; or (ii) established or
maintained any fund or asset of any material value on behalf of and for the benefit of Sellers which has not been recorded in the
books and records of Sellers.
Section 6.16 Product Warranties and Liabilities.
( a ) To the Knowledge of Sellers, except as disclosed on Section 6.16 of the Disclosure Schedules, each product
manufactured, sold, leased, modified, delivered, or otherwise placed in the stream of commerce by Sellers has been in conformity
with all express and implied warranties relating to such products (including those arising from affirmations of fact or promises about
the product, descriptions of the product, and any samples or models of the product), and Sellers do not have any Liability (and, to
the Knowledge of Sellers, there is no basis for any present or future action against Sellers giving rise to any Liability) for
replacement or repair thereof or other damages in connection therewith.
(b) Except as set forth on Section 6.16 of the Disclosure Schedules, Sellers and Flotek have not received written notice from
any third party alleging, and there is no basis for, any Liability as a result of any defect, failure to comply with any express or
implied warranty, or other deficiency (whether o f design, materials, workmanship, labeling, instructions or otherwise) (“Product
Liability”) with respect to any product manufactured, sold, leased, modified, delivered or otherwise placed in the stream of
commerce or services rendered to such third party by or on behalf of Sellers, whether such Product Liability is incurred by reason of
any express or implied warranty (including any warranty of merchantability or fitness), any doctrine of common law (tort, contract
or other), any statutory provision, any international convention or treaty, or otherwise and irrespective of whether such Product
Liability is covered by insurance. Moreover, except as set forth on Section 6.16 of the Disclosure Schedules, Sellers and Flotek
have not received any demand for indemnity or contribution from any person related to any product manufactured, sold, leased,
modified, delivered or placed in the stream of commerce by Sellers.
Section 6.17 Inventory. The Inventory contained in the Purchased Assets consists of a quality and quantity usable and
salable in the Ordinary Course of Business, except for Inventory items of below standard quality, all of which Inventory items of
below standard quality have been written off or written down to net realizable value in the Financial Statements as required by
GAAP.
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Section 6.18 Condition and Sufficiency.
(a) The Purchased Assets, taken as a whole, constitute all of the assets and properties required for the continued conduct of
the Business by Buyers in the same manner as presently conducted and as reflected in the Financial Statements. The Purchased
Assets (except for the Purchased Assets owned by Turbeco that have been used by Sellers, their Affiliates or their respective endcustomers during the year prior to the execution of this Agreement) are in good operating condition and repair (normal wear and
tear excepted). SELLERS MAKE NO REPRESENTATION OR WARRANTY REGARDING THE PHYSICAL
CONDITION OF THE TANGIBLE PURCHASED ASSETS OWNED BY TURBECO THAT HAVE NOT BEEN USED
BY SELLERS, THEIR AFFILIATES, OR THEIR RESPECTIVE END-CUSTOMERS DURING THE YEAR PRIOR TO
THE EXECUTION OF THIS AGREEMENT, AND SUCH PURCHASED ASSETS WILL BE SOLD PURSUANT TO THE
TERMS HEREOF AS- IS, WHERE-IS.
Section 6.19 Assigned Contracts.
(a) None of the Assigned Contracts is in the name of any other party other than Sellers.
(b) All of the Assigned Contracts are, and will be on the Closing Date, in full force and effect, and are, and will be on the
Closing Date, valid and enforceable, and no default by Sellers or Flotek has occurred thereunder, nor has any event occurred
which, with written notice or the passage of time, will constitute a default by Sellers or Flotek.
(c) Sellers and Flotek have not received any notice of cancellation or non- renewal, and, to the Knowledge of Sellers, there
is no basis for cancellation, under any Assigned Contract.
(d) Each of the Assigned Contracts was executed in the ordinary course of business and is not with any related or Affiliated
party of Sellers. If services are to be provided to Sellers under any of the Assigned Contracts, such services have been and are being
performed satisfactorily and timely, in accordance with the terms of the Assigned Contract.
(e) Except as identified on Section 6.04 of the Disclosure Schedules, no consent of any party to an Assigned Contract is
required in connection with the continued validity, or to avoid a breach, of any Contract as a result of the transfer thereof to Buyers.
Section 6.20 Brokers. Except as set forth on Section 6.20 of the Disclosure Schedules, no agent, broker, investment banker
or similar Person has acted, directly or indirectly, on behalf of Sellers in connection with this Agreement or the transactions
contemplated hereby, and no Person is or will be entitled to any broker’s or finder’s fee or any other commission or similar fee or
expense, directly or indirectly, in connection with this Agreement or the transactions contemplated hereby as the result of any
contract, commitment, obligation or action on the part of Sellers.
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ARTICLE VII
R EPRESENTATIONS AND WARRANTIES OF BUYERS
Buyers represent and warrant to Sellers and Flotek that the statements contained in this Article VII are true and correct as of
the date hereof (unless a specific date is set forth in such representation or warranty, in which case such representation or warranty
must be true and correct as of such specific date).
Section 7.01 Organization and Existence. Buyers are duly organized, validly existing and in good standing under the laws
of their jurisdictions of formation or incorporation. Buyers have all requisite power and authority to carry on its business as now being
conducted and to own, lease and operate its properties and assets as now owned, leased or operated.
Section 7.02 Authority; Authorization of Agreement. Buyers have all requisite capacity, power and authority to execute
and deliver this Agreement, to consummate the transactions contemplated hereby and thereby and to perform its obligations under this
Agreement. Each Buyer has, and if relevant, each of its general partners have, taken all action necessary, to authorize and approve the
execution and delivery of this Agreement, the performance of all the terms and conditions hereof and thereof to be performed by such
Buyer and the consummation of the transactions contemplated hereby and thereby. No other act or proceeding on the part of each
Buyer or, if relevant, its general partner, is necessary to authorize the execution, delivery or performance of this Agreement or the
transactions contemplated hereby. This Agreement constitutes the legal, valid and binding obligations of Buyers, enforceable against
Buyers in accordance with its terms.
Section 7.03 Consents and Approvals; No Violations. Neither the execution and delivery of this Agreement by Buyers, the
consummation of the transactions contemplated hereby, nor the compliance by Buyers with any of the provisions hereof will: (a)
conflict with or violate any provision of any Organizational Document of Buyers; (b) require any filing with or any permit, consent or
approval of, or the giving of notice to any Person by Buyers; or (c) violate or conflict with any provision of any Law binding upon
Buyers.
Section 7.04 Litigation. There is no Proceeding pending against or, to the Knowledge of Buyers, threatened against, Buyers
or their respective Affiliates by which any Person seeks to restrain, prohibit or enjoin the performance by Buyers of the transactions
contemplated hereby.
Section 7.05 Brokers. No agent, broker, investment banker or similar Person has acted directly or indirectly on behalf of
Buyers in connection with this Agreement or the transactions contemplated hereby, and no Person is or will be entitled to any
broker’s or finder’s fee or any other commission or similar fee or expense, directly or indirectly, in connection with this Agreement or
the transactions contemplated hereby as the result of any contract, commitment, obligation or action on the part of Buyers.
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ARTICLE VIII
TAX MATTERS
Section 8.01 Transfer Taxes. To the extent that any transfer, sales, use, stamp, registration or other similar Taxes (“ Transfer
Taxes”) result from the transactions contemplated by this Agreement, such Transfer Taxes shall be charged to and collected from
Buyers by Sellers and remitted by Sellers to the applicable taxing authority or otherwise paid by Sellers when due. Except as
otherwise required by applicable Law, Sellers will, at their own expense, file all necessary Tax Returns and other documentation with
respect to all such Transfer Taxes. Buyers and Sellers shall cooperate in good faith to minimize, to the maximum extent permissible
under applicable law, the amount of any such Transfer Taxes.
Section 8.02 Property Taxes.
(a) To the extent not otherwise provided in this Agreement, (i) Sellers shall be allocated and bear all Property Taxes levied
with respect to the Purchased Assets attributable to the Pre-Closing Tax Period and (ii) Buyers shall be allocated and bear all
Property Taxes levied with respect to the Purchased Assets attributable to the Post- Closing Tax Period. For purposes of this
Section 8.02, the Tax period for Property Taxes begins on the January 1st on which ownership of the property gave rise to personal
liability for such Tax and ends on the following December 31st.
(b) For purposes of allocating Taxes for a Straddle Period (including for purposes of Section 8.02(a)), Taxes relating to the
Purchased Assets shall be allocated between the portion of the Straddle Period included in the Pre-Closing Tax Period and the
portion of the Straddle Period included in the Post-Closing Tax Period as follows: (i) in the case of Taxes that are Property Taxes or
other Taxes imposed on a periodic basis, such Taxes shall be allocated to the portion of the Straddle Period included in the PreClosing Tax Period and to the portion of the Straddle Period included in the Post-Closing Tax Period pro rata based on the number
of days in each such period and (ii) in the case of Taxes based on net or gross income, or transactional Taxes such as sales Taxes,
such Taxes shall be allocated to the portion of the Straddle Period in which the transaction giving rise to such Taxes occurred.
(c) Upon receipt of any bill for Property Taxes relating to the Purchased Assets, Buyers or Sellers, as applicable, shall pay
(or cause to be paid) such Property Taxes prior to delinquency and present a statement to the other Party setting forth the amount of
reimbursement to which each is entitled under this Section 8.02 together with such supporting evidence as is reasonably necessary
to calculate the proration amount. The proration amount shall be paid by the Party owing it to the other within ten (10) calendar
days after delivery of such statement.
Section 8.03 Canada Taxes. NOV Canada acknowledges and agrees that it is responsible for and shall pay all GST
pertaining to the purchase of the Purchased Assets, if applicable. Flotek ULC and NOV Canada will execute and deliver such
documents, notices and elections and do such lawful things, to endeavor to minimize or eliminate, as the case may be, any and all
GST payable by NOV Canada in respect of the purchase of
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the Purchased Assets including, without restriction, execution or delivery of a completed GST Form 44 election (to be prepared by
NOV Canada) pursuant to subsection 167(1) of the Excise Tax Act (Canada).
Section 8.04 Payments by NOV. If Buyers are required to withhold any Taxes at time of payment to Sellers under this
Agreement, such withholding Taxes are the liability of Sellers, and Buyers shall have the right to withhold such Taxes at time of
payment or seek a refund from Sellers if not withheld on date of payment to Sellers. In such event, Sellers will provide a withholding
Tax receipt to Buyers.
ARTICLE IX
INDEMNIFICATION
Section 9.01 Survival. All of the representations and warranties of the Parties contained in Article VI and Article VII shall
survive the Closing hereunder until eighteen (18) months after the Closing Date; provided, however, that the representations and
warranties set forth in Section 6.12 (Environmental Matters) and Section 6.13 (Taxes) and shall survive to their applicable statute of
limitations periods plus sixty (60) days, and the representations and warranties set forth in Section 6.01 (Organization and Existence),
Section 6.02 (Title), Section 6.03 (Authority; Authorization of Agreement), and Section 6.20 (Brokers) shall survive without
limitation pursuant to the terms hereof. All covenants and agreements of the parties made in this Agreement shall survive the
execution and delivery of this Agreement and the Closing. For the avoidance of doubt, Sellers’ indemnification obligations contained
in Section 9.02(b) through Section 9.02(d) shall survive without limitation pursuant to the terms hereof.
For greater certainty, no claim for indemnification for breaches of any representation or warranty may be asserted after the expiration
of the applicable survival period set forth in this Section 9.01. So long as an Indemnified Person asserts a claim for indemnification
under and in accordance with this Article IX prior to the expiration of the applicable survival period set forth in this Section 9.01,
such Indemnified Person shall be deemed to have preserved its rights to indemnification under this Section 9.01, regardless of when
such claim is ultimately liquidated or resolved.
Section 9.02 Indemnification by Sellers and Flotek. Subject to the limitations set forth in this Article IX, Sellers and Flotek
hereby jointly and severally unconditionally, absolutely and irrevocably agree to and shall defend, indemnify and hold harmless
Buyers, their Subsidiaries and Affiliates and their respective directors, officers, members, partners, employees, Affiliates, controlling
persons, direct or indirect equity owners, agents and representatives and their successors and assigns, (collectively, the “Buyers’
Indemnified Persons”) from and against, and shall reimburse Buyers’ Indemnified Persons for, any and all Losses resulting from,
arising out of, or related to:
(a) any inaccuracy or breach of any representation or warranty made by Sellers or Flotek in Article VI of this Agreement (it
being understood that, other than Fraud Claims, the sole remedy for any such inaccuracy or breach shall be indemnification
pursuant to this Article IX);
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(b) any non-performance or non-fulfillment of any covenant or agreement on the part of Sellers or Flotek contained in this
Agreement;
(c) the Excluded Assets; and
(d) any Excluded Liabilities.
Section 9.03 Indemnification by Buyers. Subject to the limitations set forth in this Article IX, Buyers hereby
unconditionally, absolutely and irrevocably agree to and shall defend, indemnify and hold harmless Flotek, Sellers, their Subsidiaries
and Affiliates and their respective directors, officers, members, employees, controlling persons, direct or indirect equity owners,
agents and representatives and their successors and assigns (collectively, the “Sellers’ Indemnified Persons”) from and against, and
shall reimburse Sellers’ Indemnified Persons for, any and all Losses resulting from, arising out of, or related to:
(a) any inaccuracy or breach of any representation or warranty made by Buyers in Article VII of this Agreement (it being
understood that, other than for Fraud Claims, the sole remedy for any such inaccuracy or breach shall be indemnification pursuant
to this Article IX); or
( b ) any non-performance or non-fulfillment of any covenant or agreement on the part of Buyers contained in this
Agreement.
Section 9.04 Procedures.
( a ) If any Person entitled to indemnification under this Article IX (an “Indemnified Party”) asserts a claim for
indemnification for, or receives notice of the assertion or commencement of, any Third-Party Claim, such Indemnified Party shall as
soon as practicable give written notice (“Indemnity Notice”) of such claim to the Party from whom indemnification is to be sought
(an “Indemnifying Party”). The failure to notify the Indemnifying Person promptly of a Third-Party Claim shall not relieve the
Indemnifying Person from its indemnification obligation hereunder, except to the extent that the Indemnifying Person is materially
prejudiced thereby.
(b) In the event that the Indemnified Person gives an Indemnity Notice to the Indemnifying Person, such notice shall set
forth the facts known to the Indemnified Person pertaining to the Claim and shall specify the manner in which the Indemnified
Person proposes to respond to the Claim. Within thirty (30) days of receipt of such notice (the “Investigation Period”), the
Indemnifying Person shall state in writing (the “Assumption Notice”): (i) whether the Indemnified Person may proceed to respond
to the Claim in the manner set forth in its notice; and (ii) whether the Indemnifying Person shall assume responsibility for and
conduct the negotiation, defense or settlement of the Claim, and if so, the specific manner in which the Indemnifying Person
proposes to proceed; provided, however, that during the Investigation Period (prior to the Indemnified Party’s receipt of the
applicable Assumption Notice), the Indemnified Party shall be permitted to take any and all actions it deems reasonably necessary to
protect its rights and defenses with respect to such Third-Party Claim at the cost and expense of the
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Indemnifying Person. If the Indemnifying Person does elect to assume responsibility and such control, its defense against the ThirdParty Claim shall be conducted by the Indemnifying Person and its counsel at its expense in a manner reasonably satisfactory and
effective to protect the Indemnified Person to the extent required hereunder. The Indemnifying Person shall have full control of such
defense and proceedings, including any compromise or settlement thereof; provided, that the Indemnifying Person shall not consent
to the entry of any judgment or enter into any settlement agreement without the written consent of the Indemnified Person (which
consent shall not be unreasonably withheld, conditioned or delayed); provided further, that such consent shall not be required if (i)
the settlement agreement contains a complete and unconditional general release by the third party asserting the Claim to all
Indemnified Persons affected by the Claim and (ii) the settlement agreement does not contain any sanction or restriction upon the
conduct of any business by, and does not contain an injunction or other equitable relief upon, the Indemnified Person or its
Affiliates. Notwithstanding the foregoing, (a) the Indemnified Person shall have the right at all times to participate in the defense of
any Third-Party Claim hereunder with its own counsel and at its own expense and (b) if the Indemnified Person is advised by
outside counsel reasonably satisfactory to the Indemnifying Person that a conflict of interest exists or if the court in which such
Third- Party Claim is pending determines that a conflict of interest exists such that the Indemnifying Person’s counsel is prohibited
by such court or is otherwise unable to represent the Indemnified Person with respect to such Third-Party Claim, or if there is one or
more defenses that could be asserted by the Indemnified Person that could not be asserted by the Indemnifying Person or the
Indemnifying Person’s counsel (on the Indemnified Person’s behalf), then the Indemnified Person shall have the right at all times to
take over and assume control over the defense, settlement, negotiations or litigation relating to any such Third-Party Claim at the
sole cost of the Indemnifying Person.
(c) Unless and until an Indemnifying Person assumes the defense of the Third-Party Claim as provided in Section 9.04(b)
above or fails to defend such Third- Party Claim to the extent required hereunder, the Indemnified Person may defend against the
Third-Party Claim in any manner it reasonably may deem appropriate, on behalf of and for the risk of the Indemnifying Person and
shall be reimbursed for its reasonable cost and expense (but only if the Indemnified Person is actually entitled to indemnification
hereunder) in regard to the Third-Party Claim with counsel selected by the Indemnified Person, by all appropriate proceedings,
which proceedings shall be prosecuted diligently by the Indemnified Person. The Indemnifying Person may participate in, but not
control, any defense or settlement controlled by the Indemnified Person pursuant to this Section 9.04(c), and the Indemnifying
Person shall bear its own costs and expenses with respect to such participation.
(d) The Party assuming the defense under this Section 9.04 shall keep the other Party fully informed regarding the progress
and status thereof.
(e) In the event any Indemnified Person should have a Claim against any Indemnifying Person hereunder which does not
involve a Third-Party Claim, the Indemnified Person shall promptly transmit to the Indemnifying Person an Indemnity Notice
describing in reasonable detail the nature of the claim and the basis of the
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Indemnified Person’s request for indemnification under this Agreement; provided, however, that failure of the Indemnified Person to
give the Indemnity Notice will not relieve the Indemnifying Person from liability hereunder unless and solely to the extent that the
Indemnifying Person did not otherwise learn of such claim and such failure results in the forfeiture by the Indemnifying Person of
substantial rights and defenses, and will not in any event relieve the Indemnifying Person from any obligations to the Indemnified
Person other than the indemnification obligation provided herein. In the event that the Indemnifying Person disputes the validity or
scope of the claim set forth in the Indemnity Notice, the Parties will, in good faith, use commercially reasonable efforts to resolve
such matter within thirty (30) days of receipt of the Indemnity Notice.
(f) All provisions of this Agreement requiring a party to indemnify another Person shall be deemed to incorporate this
Section 9.04 by reference, and all notices and actions relating to Claims thereunder shall be made in the manner set forth in, and
subject to the terms and conditions of this Section 9.04.
(g) Buyers shall cooperate with any reasonable requests by Sellers or Flotek with respect to the defense by Sellers or Flotek
of the matters disclosed in Section 6.07 of the Disclosure Schedules, including access for evidentiary purposes to the employees of
Sellers who were previously employed by Sellers and to the Business Facilities, provided that any out of pocket costs of such
cooperation shall be at the expense of Sellers.
Section 9.05 Limitation on Liability of Sellers and Flotek.
(a) Notwithstanding anything herein to the contrary, no Buyers’ Indemnified
Person shall be entitled to indemnification from Sellers and Flotek pursuant to Section 9.02(a) of this Agreement unless and until the
aggregate of all Losses for which indemnification would (but for the limitation of this sentence) be required to be paid by Sellers and
Flotek under Section 9.02(a) of this Agreement exceeds One Hundred Seventy Thousand Dollars ($170,000.00) (the “Loss
Threshold”), after which Loss Threshold Sellers and Flotek shall be liable for all Losses above the Loss Threshold; provided,
however, that the Loss Threshold shall not apply to indemnification claims: (i) based on actual fraud or intentional
misrepresentation, including fraudulent non- disclosure (“Fraud Claims”); (ii) relating to any inaccuracy or breach of the
representations and warranties contained in Section 6.01 (Organization and Existence), Section 6.02 (Title), Section 6.03 (Authority;
Authorization of Agreement), Section 6.13 (Taxes) and Section 6.20 (Brokers); or (iii) relating to the indemnification obligations
contained in Section 9.02(b) through Section 9.02(d).
(b) Furthermore, the maximum aggregate liability of Sellers and Flotek under Section 9.02(a) of this Agreement shall not,
collectively, exceed thirty-three percent (33%) of the Purchase Price; provided, however, that such limit will not apply to: (i) Fraud
Claims; (ii) claims relating to any inaccuracy or breach of the representations and warranties contained Section 6.20 (Brokers); or
(iii) relating to the indemnification obligations contained in Section 9.02(b) through Section 9.02(d).
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Section 9.06 Limitation o n Liability o f Buyers. T he maximum aggregate liability of Buyers under Article IX of this
Agreement shall not exceed thirty-three percent (33%) of the Purchase Price; provided, however, that such limitation will not apply
to: (i) Fraud Claims; (ii) claims relating to any inaccuracy or breach of the representations and warranties contained Section 7.05
(Brokers); or (iii) relating to the indemnification obligations contained in Section 9.03(b).
Section 9.07 Express Negligence; Limitation on Defense to Certain Claims.
(a) THE FOREGOING INDEMNITIES ARE INTENDED TO BE ENFORCEABLE AGAINST THE PARTIES IN
ACCORDANCE WITH THE EXPRESS TERMS AND SCOPE THEREOF NOTWITHSTANDING ANY EXPRESS
NEGLIGENCE RULE, DOCTRINE RELATING TO INDEMNIFICATION FOR STRICT LIABILITY OR ANY SIMILAR
DIRECTIVE THAT WOULD PROHIBIT OR OTHERWISE LIMIT INDEMNITIES BECAUSE OF THE NEGLIGENCE
(WHETHER SOLE, CONCURRENT, ACTIVE OR PASSIVE) OR OTHER FAULT OR STRICT LIABILITY OF ANY OF
THE INDEMNIFIED PERSONS.
(b) TO THE EXTENT THAT BUYERS MAKE ANY CLAIMS AGAINST SELLERS OR FLOTEK UNDER THE
PROVISIONS OF THIS ARTICLE IX, SELLERS AND FLOTEK MAY NOT ASSERT AND HEREBY EXPRESSLY
WAIVE AS A DEFENSE, COUNTERCLAIM, OR OTHERWISE THAT BUYERS HAVE BEEN NEGLIGENT IN
CONDUCTING ITS DUE DILIGENCE RELATING TO ANY ASPECT OF SELLERS, FLOTEK OR THE PURCHASED
ASSETS. ANY RIGHT A PARTY MAY HAVE TO INDEMNIFICATION IN ACCORDANCE WITH THE PROVISIONS
OF THIS ARTICLE IX WILL NOT BE AFFECTED BY ANY INVESTIGATION CONDUCTED WITH RESPECT TO,
OR ANY KNOWLEDGE ACQUIRED (OR CAPABLE OF BEING ACQUIRED) AT ANY TIME, WHETHER BEFORE
OR AFTER THE CLOSING DATE, WITH RESPECT TO THE ACCURACY OR INACCURACY OF OR COMPLIANCE
WITH, ANY REPRESENTATION, WARRANTY, COVENANT OR OBLIGATION SET FORTH IN THIS AGREEMENT.
(c) THE OBLIGATIONS OF THE PARTIES HEREUNDER ARE NOT CONTINGENT UPON THE ASSERTION
OF A CLAIM, DIRECTIVE, ACTION, OR PROCEEDING BY A GOVERNMENT AUTHORITY OR THIRD PARTY.
Section 9.08 Exclusive Remedy. Subject to Section 4.04, no Party shall have any liability, and no Party shall make any
claim, for any Liability or other matter (and each of the Parties hereby waives any right of contribution against the other and their
respective Affiliates), under, arising out of or relating to this Agreement, any other document, agreement, certificate or other matter
delivered pursuant hereto or the transactions contemplated hereby, whether based on contract, tort, strict liability, other Laws or
otherwise, except as provided in this Article IX. Nothing in this Section 9.08 shall limit any Person’s right to seek and obtain any
equitable relief to which any Person shall be entitled or to seek any remedy on account of any party's fraudulent, criminal or
intentional misconduct.
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ARTICLE X
TERMINATION
Section 10.01 Termination. This Agreement may be terminated at any time prior to the Closing:
(a) by the mutual written consent of Sellers’ Representative and Buyers’
Representative;
(b) by Buyers’ Representative by written notice to Sellers’ Representative if: (i) Buyers are not then in material breach of any
provision of this
Agreement and there has been a breach, inaccuracy in or failure to perform any
representation, warranty, covenant or agreement made by Sellers or Flotek pursuant to this Agreement that would give rise to the
failure of any of the conditions specified in Article V and such breach, inaccuracy or failure has not been cured by Sellers or Flotek
within ten (10) days of Sellers’ Representative’s receipt of written notice of such breach from Buyers’ Representative; or
(ii) any of the conditions set forth in Section 5.01 or Section 5.02 shall not have been, or if it becomes apparent that
any of such conditions will not be, fulfilled by the date that is sixty (60) days after the date hereof, unless such failure shall be due to
the failure of Buyers to perform or comply with any of the covenants, agreements or conditions hereof to be performed or complied
with by them prior to the Closing;
(c) by Sellers’ Representative by written notice to Buyers’ Representative if:
(i) Sellers and Flotek are not then in material breach of any provision of this Agreement and there has been a breach,
inaccuracy in or failure to perform any representation, warranty, covenant or agreement made by Buyers pursuant to this Agreement
that would give rise to the failure of any of the conditions specified in Article V and such breach, inaccuracy or failure has not been
cured by Buyers within ten (10) days of Buyers’ Representative’s receipt of written notice of such breach from Sellers’
Representative; or
(ii) any of the conditions set forth in Section 5.01 or Section 5.03 shall not have been, or if it becomes apparent that
any of such conditions will not be, fulfilled by [he date that is sixty (60) days after the date hereof, unless such failure shall be due to
the failure of Sellers or Flotek to perform or comply with any of the covenants, agreements or conditions hereof to be performed or
complied with by them prior to the Closing; or
(d) by Buyers’ Representative or Sellers’ Representative in the event that (i) there shall be any Law that makes consummation
of the transactions contemplated by this Agreement illegal or otherwise prohibited or (ii) any Government Authority shall have issued
an Order restraining or enjoining the transactions contemplated by this Agreement, and such Order shall have become final and nonappealable.
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Section 10.02 Effect of Termination. In the event of the termination of this Agreement in accordance with this Article, this
Agreement shall forthwith become void and there shall be no liability on the part of any Party except:
(a) as set forth in this Article X and Section 4.04(d) and Article XI hereof; and
(b) that nothing herein shall relieve any Party from liability for any breach of any provision hereof.

ARTICLE XI
MISCELLANEOUS
Section 11.01 Notices. All notices, requests, consents, claims, demands, waivers and other communications hereunder shall
be in writing and shall be deemed to have been given: (a) when delivered by hand (with written confirmation of receipt); (b) when
received by the addressee if sent by a nationally recognized overnight courier (receipt requested); (c) on the date sent by e-mail (with
confirmation of transmission) if sent during normal business hours of the recipient, and on the next Business Day if sent after normal
business hours of the recipient; or (d) on the third (3rd) day after the date mailed, by certified or registered mail, return receipt
requested, postage prepaid. Such communications must be sent to the respective Parties at the following addresses (or at such other
address for a Party as shall be specified in a notice given in accordance with this Section 11.01):
If to Buyers:
National Oilwell DHT, L.P.
7909 Parkwood Circle Drive
Houston, Texas 77036
Attention: General Counsel
Email: craig.weinstock@nov.com;
pete.vranderic@nov.com; rodney.reed@nov.com

If to Sellers or Flotek:
10603 W Sam Houston Pkwy N, Suite 300
Houston, TX 77064
Attention: John Chisholm
E-mail: JChisholm@flotekind.com
With a copy to:
Casey W. Doherty, Sr.
Doherty & Doherty LLP
1717 St. James Place, Suite 520
Houston, TX 77056
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Email: casey@doherty-law.com
Section 11.02 Assignment. This Agreement shall not be assigned without the prior written consent of all Parties hereto;
provided, however, that the prior written consent is not required for an assignment by Buyers to an Affiliate of Buyers.
Section 11.03 Further Assurances. The Parties shall take such further reasonable actions and shall execute, acknowledge
and deliver all such further documents that are reasonably necessary or appropriate to consummate the transactions contemplated
hereby.
Section 11.04 Expenses. Except as otherwise provided herein, whether or not the transactions contemplated hereby are
consummated, each of the Parties hereto shall bear the salaries, fees and expenses of its respective officers, employees, attorneys,
accountants and other representatives and agents incurred in connection with negotiation and performance of this Agreement, and the
consummation of the transactions contemplated hereby.
Section 11.05 Severability. If any term or other provision of this Agreement is invalid, illegal or incapable of being enforced
under any applicable rule or law, such provision shall be ineffective only to the extent of such invalidity, illegality or unenforceability
and all other conditions and provisions of this Agreement shall nevertheless remain in full force and effect so long as the economic or
legal substance of the transactions contemplated hereby, taken as a whole, is not affected thereby in a materially adverse manner with
respect to either Party.
Section 11.06 Entire Agreement. This Agreement contains the entire understanding of the Parties with respect to the subject
matter hereof and supersede all prior agreements, understandings, negotiations and discussions among the parties with respect to such
subject matter.
Section 11.07 Amendment and Waiver. This Agreement may only be amended if such amendment is set forth in a writing
executed by the Parties. No failure by any Party to insist upon the strict performance of any covenant, duty, agreement or condition of
this Agreement or to exercise any right or remedy with respect to a breach thereof shall constitute a waiver of any such breach or any
other covenant, duty, agreement or condition. The waiver by any Party of a breach of any provision of this Agreement shall not
operate or be construed a waiver of any subsequent breach.
Section 11.08 Binding Effect. This Agreement shall be binding on and inure to the benefit of the Parties and their respective
successors and permitted assigns.
Section 11.09 Governing Law; Venue; Jurisdiction. THIS AGREEMENT, AND ALL CLAIMS OR CAUSES OF
ACTION (WHETHER IN CONTRACT OR TORT) THAT MAY BE BASED UPON, ARISE OUT OF OR RELATE TO
THIS AGREEMENT, OR THE NEGOTIATION, EXECUTION OR PERFORMANCE OF THIS AGREEMENT, AND THE
LEGAL RELATIONS AMONG THE PARTIES
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SHALL BE GOVERNED AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF STATE OF TEXAS,
EXCLUDING ANY CONFLICTS OF LAW RULE OR PRINCIPLE THAT MIGHT REFER CONSTRUCTION OF SUCH
PROVISIONS TO THE LAWS OF ANOTHER JURISDICTION. THE PARTIES FURTHER AGREE THAT THE
EXCLUSIVE AND SOLE VENUE FOR ANY DISPUTE BETWEEN OR AMONG THE PARTIES OR RELATING TO
THIS AGREEMENT, INCLUDING ALL CLAIMS OR CAUSES OF ACTION (WHETHER IN CONTRACT OR TORT)
THAT MAY BE BASED UPON, ARISE OUT OF OR RELATE TO THIS AGREEMENT, OR THE NEGOTIATION,
EXECUTION OR PERFORMANCE OF THIS AGREEMENT, AND THE LEGAL RELATIONS AMONG THE PARTIES,
SHALL BE THE COURTS OF THE STATE OF TEXAS IN AND FOR HARRIS COUNTY AND THE UNITED STATES
DISTRICT COURT FOR THE SOUTHERN DISTRICT OF TEXAS, AND ALL OF THE PARTIES CONSENT TO
JURISDICTION AND VENUE OF THE COURTS OF THE STATE OF TEXAS IN AND FOR HARRIS COUNTY AND
THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF TEXAS.
Section 11.10 No Third-Party Beneficiaries. Except as set forth Article IX, nothing expressed or implied in this Agreement
is intended to confer on any person other than Buyers, Sellers and their successors and permitted assigns any rights or obligations
under this Agreement.
Section 11.11 Rules of Construction.
(a) All article, section, schedule and exhibit references used in this Agreement are to articles and sections of, and schedules
and exhibits to, this Agreement unless otherwise specified. The schedules and exhibits attached to this Agreement constitute a part
of this Agreement and are incorporated herein for all purposes.
(b) If a term is defined as one part of speech (such as a noun), it shall have a corresponding meaning when used as another
part of speech (such as a verb). Terms defined in the singular have the corresponding meanings in the plural, and vice versa. Unless
the context of this Agreement clearly requires otherwise, words importing the masculine gender shall include the feminine and
neutral genders and vice versa. The term “includes” or “including” shall mean “including without limitation.” The words “hereof,”
“hereto,” “hereby,” “herein,” “hereunder” and words of similar import, when used in this Agreement, shall refer to this Agreement
as a whole and not to any particular section or article in which such words appear.
(c) The Parties acknowledge that each Party and its attorney(s) have reviewed this Agreement and that any rule of
construction to the effect that any ambiguities are to be resolved against the drafting Party, or any similar rule operating against the
drafter of an agreement, shall not be applicable to the construction or interpretation of this Agreement.
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(d) The captions in this Agreement are for convenience only and shall not be considered a part of or affect the construction
or interpretation of any provision of this Agreement.
(e) All references to currency herein shall be to, and all payments required hereunder shall be paid in, U.S. Dollars.
(f) All accounting terms used herein and not expressly defined herein have the meanings given to them under GAAP.
Section 11.12 Specific Performance. The Parties agree that irreparable damage would occur in the event that any of the
provisions of this Agreement were not performed in accordance with their specific terms or were otherwise breached. The Parties
accordingly agree that the Parties will be entitled to seek an injunction or injunctions to prevent breaches of this Agreement and to
enforce specifically the terms and provisions of this Agreement. Such remedies shall, however, be cumulative and not exclusive and
shall be in addition to any other remedies which any Party may have under this Agreement or otherwise.
Section 11.13 Counterparts. This Agreement may be executed in one or more counterparts, each of which will be deemed
to be an original copy of this Agreement and all of which, when taken together, will be deemed to constitute one and the same
agreement. A signature page to this Agreement or any other document prepared in connection with the transactions contemplated
hereby which contains a copy of a Party’s signature and which is sent by such Party or its agent with the apparent intention (as
reasonably evidenced by the actions of such Party or its agent) that it constitute such Party’s execution and delivery of this Agreement
or such other document, including a document sent by email in portable document format (pdf), shall have the same effect as if such
Party had executed and delivered an original of this Agreement or such other document.
Section 11.14 Sellers’ Representative. Each Seller and Flotek shall for itself and its representatives, successors and assigns,
by this Agreement, irrevocably constitute and appoint Flotek and its successors, acting as hereinafter provided, as its attorney-in-fact
and agent in its place and stead in connection with the authority granted to such Sellers’ Representative pursuant to this Section 11.14,
and acknowledges that such appointment is coupled with an interest and shall survive the death, incompetency, bankruptcy or
liquidation of such Seller or Flotek. By executing this agreement under the heading “Sellers’ Representative,” Flotek hereby accepts
its appointment and authorization to act as Sellers’ Representative as attorney-in-fact and agent on behalf of Sellers and Flotek in
accordance with the terms of this Agreement, including to act as the sole point of contact between Buyers and Sellers and Flotek, to
take any and all actions required or permitted to be taken by either Seller or Flotek under this Agreement, and to do all things and
execute any documents which may be necessary, convenient o r appropriate t o facilitate the consummation of the transactions
contemplated by this Agreement.
Section 11.15 Buyers’ Representative. Each Buyer shall for itself and its representatives, successors and assigns, by this
Agreement, irrevocably constitute and appoint NOV US and its successors, acting as hereinafter provided, as its attorney-in-fact
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and agent in its place and stead in connection with the authority granted to such Buyers’ Representative pursuant to this Section
11.15, and acknowledges that such appointment is coupled with an interest and shall survive the death, incompetency, bankruptcy or
liquidation of such Buyer. By executing this agreement under the heading “Buyers’ Representative,” NOV US hereby accepts its
appointment and authorization to act as Buyers’ Representative as attorney-in-fact and agent on behalf of Buyers in accordance with
the terms of this Agreement, including to act as the sole point of contact between or among Buyers, to take any and all actions
required or permitted to be taken by any Buyer under this Agreement, and to do all things and execute any documents which may be
necessary, convenient or appropriate to facilitate the consummation of the transactions contemplated by this Agreement.
Section 11.16 Definitions. Capitalized terms used herein but not otherwise defined herein have the meanings ascribed to them
in Article I.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, this Agreement has been duly executed by the Parties as of the date first written above.
SELLERS:
TELEDRIFT COMPANY
By: /s/ JOHN W. CHISHOLM
Name: John W. Chisholm
Title: Chief Executive Officer
TURBECO, INC.
By: /s/ JOHN W. CHISHOLM
Name: John W. Chisholm
Title: Chief Executive Officer
FLOTEK TECHNOLOGIES ULC
By: /s/ JOHN W. CHISHOLM
Name: John W. Chisholm
Title: President
FLOTEK INDUSTRIES FZE
By: /s/ JOHN W. CHISHOLM
Name: John W. Chisholm
Title: President
FLOTEK:
FLOTEK INDUSTRIES, INC.
By: /s/ JOHN W. CHISHOLM
Name: John W. Chisholm
Title: Chief Executive Officer
[SIGNATURE PAGE TO ASSET PURCHASE AGREEMENT]
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SELLERS’ REPRESENTATIVE
FLOTEK INDUSTRIES, INC.
By: /s/ JOHN W. CHISHOLM
Name: John W. Chisholm
Title: Chief Executive Officer
[SIGNATURE PAGE TO ASSET PURCHASE AGREEMENT]
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BUYERS:
NATIONAL OILWELL DHT, L.P.
By: NOW Downhole Tools, Inc., its general partner
By: /s/ BRIGITTE M. HUNT
Name: Brigitte M. Hunt
Title: Vice President, Assistant Secretary
DRECO ENERGY SERVICES ULC
By: /s/ BRIGITTE M. HUNT
Name: Brigitte M. Hunt
Title: Vice President, Assistant Secretary
NATIONAL OILWELL VARCO, L.P.
B y : N O W Oilfield Services, L L C , its general partner, with branch operations
established in Jebel Ali Free Zone, United Arab Emirates, namely NATIONALOILWELL VARCO, L.P., registered with Jebel Ali Free Zone Commercial Registry
Dept. under Registration No. OVR-1537
By: /s/ BRIGITTE M. HUNT
Name: Brigitte M. Hunt
Title: Vice President
BUYERS’ REPRESENTATIVE
NATIONAL OILWELL DHT, L.P.
By: NOW Downhole Tools, Inc., its general partner
By: /s/ BRIGITTE M. HUNT
Name: Brigitte M. Hunt
Title: Vice President, Assistant Secretary
[SIGNATURE PAGE TO ASSET PURCHASE AGREEMENT]
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Exhibit A
Bill of Sale
[See attached.]
[EXHIBIT A]
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BILL OF SALE AND ASSIGNMENT
THIS BILL OF SALE AND ASSIGNMENT (this “Bill of Sale”), dated ,
2017, is among Teledrift Company, a Delaware corporation (“ Teledrift”), Turbeco, Inc., a Texas corporation (“ Turbeco”), Flotek
Technologies ULC, an Alberta corporation (“ Flotek ULC”), and Flotek Industries FZE, a Jebel Ali Free Zone entity with registration
no. 115643 (“Flotek FZE,” and each of Teledrift, Turbeco, Flotek ULC and Flotek FZE, an “Assignor,” and together, the
“Assignors”), and National Oilwell DHT, L.P., a Delaware limited partnership (“NOV US”), Dreco Energy Services ULC, an Alberta
corporation (“NOV Canada”), and National Oilwell Varco, L.P., a Delaware limited partnership, formed and existing under the laws
of the State of Delaware, with principal offices at 7909 Parkwood Circle Drive, Houston, Texas 77036, acting through its general
partner, NOW Oilfield Services, LLC, with branch operations established in Jebel Ali Free Zone, United Arab Emirates, namely
NATIONAL-OILWELL VARCO, L.P., registered with Jebel Ali Free Zone Commercial Registry Dept. under Registration No.
OVR-1537, represented herein by NOW Oilfield Services, LLC’s Vice President, Brigitte M. Hunt (“ NOV FZE”, and each of NOV
US, NOV Canada and NOV FZE, an “Assignee” and together, “Assignees”). Assignor and Assignee are each, individually, referred
to herein as a “Party” and, collectively, as the “Parties”.
Capitalized terms used but not defined herein shall have the respective meanings set forth in that certain Asset Purchase
Agreement, dated as of the date hereof, by and among Assignors, Assignees, and Flotek Industries, Inc. a Delaware corporation (the
“Purchase Agreement”).
Section 1. Assignment. The conveyance and assignment herein shall be deemed effective as of the date hereof.
For and in consideration of the promises and the mutual covenants contained herein, and for other good and valuable
consideration (the receipt, adequacy, and legal sufficiency of which are hereby acknowledged), Assignors do hereby forever
GRANT, BARGAIN, SELL, CONVEY, ASSIGN, TRANSFER, SET OVER AND DELIVER unto Assignees, all of Assignors’
right, title and interest in and to the following interests and properties described in subsections (a) through (l) of this Section 1 (such
right, title and interest, less and except the Excluded Assets, collectively, the “ Purchased Assets”), with all of Teledrift and Turbeco’s
Purchased Assets being GRANTED, BARGAINED, SOLD, CONVEYED, ASSIGNED, TRANSFERRED, SET OVER AND
DELIVERED to NOV US, all of Flotek ULC’s Purchased Assets being GRANTED, BARGAINED, SOLD, CONVEYED,
ASSIGNED, TRANSFERRED, SET OVER AND DELIVERED to NOV Canada, and all of Flotek FZE’s Purchased Assets being
GRANTED, BARGAINED, SOLD, CONVEYED, ASSIGNED, TRANSFERRED, SET OVER AND DELIVERED to NOV
FZE:
(a) the machinery, equipment, trade fixtures, tools, furniture, computers, appliances, implements, leasehold improvements,
supplies, inventory (including inventory of raw materials, construction or work in process, finished products and goods), spare parts
and all other tangible personal property owned by Sellers and which relates to the Business listed on Exhibit A(i);
(b) the motor vehicles and rolling stock listed on Exhibit A(ii);
1
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(c) all right, title and interest in, to and under only those Contracts which are listed on
Exhibit A(iii) (collectively, the “Assigned Contracts”);
(d) to the extent transferable, all right, title and interest in all Permits relating to the Purchased Assets, including without
limitation those listed on Exhibit A(iv) (collectively, the “Assigned Permits”);
(e) all rights under express or implied warranties from the suppliers with respect to the
Purchased Assets, to the extent they are transferable or assignable;
(f) all of Sellers’ right, title and interest in, to, and under all rights, privileges, Claims, and options relating or pertaining to the
Purchased Assets, but only to the extent such rights, privileges, claims, causes of action and options are not related to the Excluded
Liabilities; and
(g) subject to the exclusions set forth in Section 2.01(b) of the Purchase Agreement, and to the extent transferable or
assignable, all other or additional privileges, rights, interests, assets and properties of every kind and description of Sellers, wherever
located, that are used or intended for use in connection with, or that are necessary to the continued conduct of, the Business as
presently conducted.
EXCEPTING AND RESERVING to Assignors, however, in all such instances, the
Excluded Assets.
TO HAVE AND TO HOLD the Purchased Assets unto Assignees and their successors and assigns, forever, subject,
however, to the covenants, terms and conditions set forth herein and in the Purchase Agreement.
Section 2. Subrogation of Covenants and Warranties. To the extent transferable, Assignees shall be and are hereby subrogated to all
covenants and warranties of title by parties (other than Assignors or their Affiliates) heretofore given or made to Assignors or their
predecessors in title with respect and to the extent applicable to the Purchased Assets.
Section 3. Assumed Obligations. Subject to the terms, provisions and conditions contained in the Purchase Agreement, Assignees
hereby assume and agree to pay, discharge and perform, on and after the Closing Date, the Assumed Obligations. For the avoidance
of doubt, the Assumed Liabilities shall not include the Excluded Liabilities.
Section 4. Further Assurances. Assignors and Assignees shall execute and deliver from time to time hereafter, upon reasonable
request of the other party, all such further documents and instruments, and shall do and perform all such acts as may be necessary or
reasonably requested by the other party, to give full effect to the intent and meaning of this Bill of Sale.
Section 5. Purchase Agreement. This Bill of Sale is subject to and controlled by the terms of the Purchase Agreement, including all of
the representations, warranties, covenants and agreements set forth in the Purchase Agreement. Nothing contained herein shall be
deemed to alter, modify, expand or diminish the terms and provision set forth in the Purchase Agreement, including the
representations, warranties and covenants of the parties contained therein.
2
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Section 6. Successors and Permitted Assigns. This Bill of Sale shall be binding upon and inure to the benefit of Assignees and
Assignors and their respective successors and permitted assigns.
Section 7. Governing Law; Venue; Jurisdiction . THIS BILL OF SALE, AND ALL CLAIMS OR CAUSES OF ACTION
(WHETHER IN CONTRACT OR TORT) THAT MAY BE BASED UPON, ARISE OUT OF OR RELATE TO THIS BILL OF
SALE, OR THE NEGOTIATION, EXECUTION OR PERFORMANCE OF THIS BILL OF SALE, AND THE LEGAL
RELATIONS AMONG THE PARTIES SHALL BE GOVERNED AND CONSTRUED IN ACCORDANCE WITH THE
LAWS OF STATE OF TEXAS, EXCLUDING ANY CONFLICTS OF LAW RULE OR PRINCIPLE THAT MIGHT REFER
CONSTRUCTION OF SUCH PROVISIONS TO THE LAWS OF ANOTHER JURISDICTION. THE PARTIES FURTHER
AGREE THAT THE EXCLUSIVE AND SOLE VENUE FOR ANY DISPUTE BETWEEN OR AMONG THE PARTIES OR
RELATING TO T H I S BILL OF S A L E , INCLUDING ALL CLAIMS OR CAUSES OF ACTION (WHETHER IN
CONTRACT OR TORT) THAT MAY BE BASED UPON, ARISE OUT OF OR RELATE TO THIS BILL OF SALE, OR
THE NEGOTIATION, EXECUTION OR PERFORMANCE OF THIS BILL OF SALE, AND THE LEGAL RELATIONS
AMONG THE PARTIES, SHALL BE THE COURTS OF THE STATE OF TEXAS IN AND FOR HARRIS COUNTY AND
THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF TEXAS, AND ALL OF THE PARTIES
CONSENT TO JURISDICTION AND VENUE OF THE COURTS OF THE STATE OF TEXAS IN AND FOR HARRIS
COUNTY AND THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF TEXAS.
Section 8. Counterparts. This Bill of Sale may be executed in one or more originals, but all of which together shall constitute one and
the same instrument. An executed original of this Bill of Sale containing complete copies of all exhibits is being filed of record in the
county in which the Purchased Assets are located.
[Signature Page Follows]
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IN WITNESS WHEREOF, the Assignors and the Assignees have duly executed and delivered this
Assignment to be effective as of date first written above.

ASSIGNORS: TELEDRIFT COMPANY
By:
Name:
Title:
TURBECO, INC.
By:
Name:
Title:
FLOTEK TECHNOLOGIES ULC
By:
Name:
Title:
FLOTEK INDUSTRIES FZE
By:
Name:
Title:
[SIGNATURE PAGE TO BILL OF SALE]
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ASSIGNEES:
NATIONAL OILWELL DHT, L.P.
By: NOW Downhole Tools, Inc., its general partner
By:
Name:
Title:
DRECO ENERGY SERVICES ULC
By:
Name:
Title:
NATIONAL OILWELL VARCO, L.P.
By: NOW Oilfield Services, LLC, its general partner, with branch operations established in
Jebel Ali Free Zone, United Arab Emirates, namely NATIONAL-OILWELL VARCO,
L.P., registered with Jebel Ali Free Zone Commercial Registry Dept. under Registration
No. OVR-1537
By:
Name: Brigitte M. Hunt
Title: Vice President
[SIGNATURE PAGE TO BILL OF SALE]
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Exhibit A(i)
Tangible Personal Property
[EXHIBIT A(I) TO BILL OF SALE]
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Exhibit A(ii)
Motor Vehicles

[EXHIBIT A(II) TO BILL OF SALE]
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Exhibit A(iii)
Assigned Contracts
[EXHIBIT A(3) TO BILL OF SALE]
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Exhibit A(iv)
Assigned Permits
[EXHIBIT A(4) TO BILL OF SALE]
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Exhibit B
Intellectual Property Assignment
[See attached.]
[EXHIBIT B]
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INTELLECTUAL PROPERTY ASSIGNMENT
This Intellectual Property Assignment (this “Assignment”), dated
, 2017, is among Teledrift Company, a Delaware corporation
(“Teledrift”), Turbeco, Inc., a Texas corporation (“ Turbeco,” and each of Teledrift and Turbeco, an “ Assignor,” and together, the
“Assignors”), and National Oilwell DHT, L.P., a Delaware limited partnership (the “ Assignee”). Assignors and Assignee are each,
individually, referred to herein as a “Party” and, collectively, as the “Parties”.
Assignors, Flotek Technologies ULC, an Alberta corporation, Flotek Industries FZE, a Jebel Ali Free Zone entity with
registration no. 115643, Flotek Industries, Inc., a Delaware corporation, Assignee, Dreco Energy Services ULC, an Alberta
corporation, and National Oilwell Varco, L.P., a Delaware limited partnership acting through its general partner, NOW Oilfield
Services, LLC, with branch operations establish in Jebel Ali Free Zone, United Arab Emirates, namely NATIONAL-OILWELL
VARCO, L.P., registered with Jebel Ali Free Zone Commercial Registry Dept. under Registration No. OVR-1537, have entered into
that certain Asset Purchase Agreement, dated as of the date hereof (the “ Purchase Agreement”), pursuant to which Assignors have
agreed to sell, assign, transfer, convey and deliver unto Assignee and certain of its affiliates, and such parties have agreed to purchase
from Assignors, the Purchased Assets (as defined in the Purchase Agreement), including certain intellectual property.
Pursuant to the Purchase Agreement, the Assignors have agreed to sell, assign, transfer, convey and deliver to the Assignee all
of the Assignors’ right, title and interest in, to and under the Transferred Intellectual Property (defined below).
Capitalized terms used but not defined herein shall have the respective meanings set forth in the Purchase Agreement.
In consideration of the mutual promises contained in this Assignment and the Purchase Agreement and other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto agree as follows:
1. Definitions. Capitalized terms used herein will have the meanings given to them in this Section 1.
“Transferred Intellectual Property” means the Intellectual Property set forth on Schedule 1 to this Assignment.
2. Assignment. The Assignors hereby, absolutely and unconditionally, convey, sell, assign, transfer, grant and set over unto
the Assignee, all of the Assignors’ worldwide rights, title and interest and benefit in and to the Transferred Intellectual Property,
together with all rights of action, both at law and in equity with respect thereto, including all rights to sue, settle any claim, and collect
all damages for any past, present, or future infringement or misappropriation of the Transferred Intellectual Property, including
without limitation the goodwill of the businesses connected to the use of any of the Transferred Intellectual Property, the same to be
held and enjoyed by the Assignee, its successors and assigns forever, as fully and entirely as the same could have been held and
enjoyed by the Assignors if this sale had not been made, and the Assignee hereby accepts such sale, assignment, transfer, grant,
conveyance and set over.
1
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3 . Warranties. Each Party represents, warrants, and covenants to the other Parties that: (A) such Party has the full power,
authority and legal right to enter into and perform this Assignment; and (B) this Assignment is a legal, valid and binding obligation of
such Party, enforceable against such Party in accordance with its terms.
4. Recordation. The Assignors authorize and request the applicable Government Authorities to record the Assignee as owner
of the Transferred Intellectual Property and of the entire title and interest in, to and under the same, for the sole use and enjoyment of
the Assignee, its successors, assigns and other legal representatives.
5 . Cooperation. Each Assignor hereby covenants and agrees that it will sign all lawful papers, execute all applications
(including, but not limited to, powers of attorney, specific assignments, transfers and assurances), make all rightful oaths and use its
reasonable best efforts at the request of the Assignee to aid the Assignee, its successors, legal representatives and assigns in obtaining
and enforcing protection for the Transferred Intellectual Property and in enjoying the full benefits thereof.
6 . Counterparts. This Assignment may be executed in one or more counterparts, each of which will be deemed to be an
original copy of this Assignment and all of which, when taken together, will be deemed to constitute one and the same agreement. A
signature page to this Assignment or any other document prepared in connection with the transactions contemplated hereby which
contains a copy of a Party’s signature and which is sent by such party or its agent with the apparent intention (as reasonably evidenced
by the actions of such party or its agent) that it constitute such Party’s execution and delivery of this Assignment or such other
document, including a document sent by facsimile transmission or by email in portable document format (pdf), shall have the same
effect as if such party had executed and delivered an original of this Assignment or such other document.
(Signature page follows.)
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IN WITNESS WHEREOF, the Assignors and the Assignee have duly executed and delivered this Assignment to be effective
as of date first written above.

ASSIGNORS: TELEDRIFT COMPANY
By:

Name:

Title:
TURBECO, INC.

By:

Name:

Title:

[SIGNATURE PAGE TO INTELLECTUAL PROPERTY ASSIGNMENT]
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ASSIGNEE:
NATIONAL OILWELL DHT, L.P.
By: NOW Downhole Tools, Inc., its general partner
By:

Name:

Title:

[SIGNATURE PAGE TO INTELLECTUAL PROPERTY ASSIGNMENT]
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Schedule 1
Transferred Intellectual Property
[See attached.]
[SCHEDULE 1 TO INTELLECTUAL PROPERTY ASSIGNMENT]
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Exhibit C
Deeds
[See attached.]
[EXHIBIT C]
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY REMOVE OR STRIKE ANY
O F T H E FOLLOWING INFORMATION FROM THIS INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE
PUBLIC RECORDS: YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER’S LICENSE NUMBER.
SPECIAL WARRANTY DEED

STATE OF TEXAS
COUNTY OF NUECES

§
§
§

KNOW ALL MEN BY THESE PRESENTS:

Turbeco, Inc. (“Grantor”), a Texas corporation, for and in consideration of the sum of Ten and No/100 Dollars ($10.00) and
other good and valuable consideration to the Grantor paid by the Grantee named herein, whose mailing address is 7030 Empire
Central Drive, Houston, Texas 77040, the receipt and sufficiency of the stated consideration of which are hereby acknowledged and
confessed, has GRANTED, SOLD AND CONVEYED, and by these presents does hereby GRANT, SELL AND CONVEY unto
National Oilwell DHT, L.P., a Delaware limited partnership, whose mailing address is 7909 Parkwood Circle Drive, Houston, Texas
77036 ("Grantee"), all of the following described real property lying and being situated in Nueces County, Texas, to wit:
Lots Four (4) and Five (5), Block Three (3), Wilkins Acreage Tracts, a subdivision near the
City of Corpus Christi, Nueces County, Texas, according to map or plat recorded in Volume
44, Pages 48-49, Map Records of Nueces County, Texas
together with all improvements and fixtures situated thereon owned by the Grantor and situated upon or within said property. The real
property and any and all improvements and fixtures situated thereon being hereinafter together called the “Property”.
TO HAVE AND TO HOLD the above described premises, together with all and singular the rights and appurtenances thereto in anywise
belonging, unto the said Grantee, Grantee’s heirs and assigns forever; and Grantor does hereby bind Grantor, Grantor’s heirs and assigns, to
WARRANT AND FOREVER DEFEND, all and singular the said premises unto the said Grantee, Grantee’s heirs and assigns, against every person
whomsoever lawfully claiming, or to claim the same, or any part thereof BY THROUGH OR UNDER GRANTOR, BUT NOT OTHERWISE.

Except as stated herein, this conveyance is made and accepted subject to all reservations, restrictions, covenants, conditions,
rights-of-way, mineral leases, royalty and mineral conveyances and easements now outstanding and of record, if any, in Nueces
County, Texas, affecting the above- described Property.
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EXECUTED as of the day of , 2017.
GRANTOR: TURBECO, INC.
By:
Name:
Title:
Grantee’s Address:
7909 Parkwood Circle Drive Attn.: Real Estate Department Houston, Texas 77036
(After recording, please return deed to this address.)
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STATE OF TEXAS §
§
COUNTY OF HARRIS §
BEFORE ME, , on this day personally appeared,
, known to me to be the person whose name is subscribed to the
foregoing instrument and acknowledged to me that he executed the same as the _, of Turbeco, Inc., a Texas corporation, for the
purposes and consideration therein expressed.
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of , 2017.

Printed Name:
Notary Public in and for the State of Texas

My Commission Expires:
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Mail taxes to:
National Oilwell DHT, L.P. Attn.: Real Estate Department
7909 Parkwood Circle Drive
Houston, Texas 77036

SPECIAL WARRANTY DEED

THIS INDENTURE, made this day of , 2017, between Teledrift Company (formerly known as Teledrift Acquisition,
Inc.), a Delaware corporation (“Grantor”) and National Oilwell DHT, L.P., a Delaware limited partnership (“Grantee”).
WITNESSETH: That in consideration of the sum of TEN DOLLARS and 00/100 ($10.00) and other good and
valuable consideration, receipt whereof is hereby acknowledged, Grantor does, by these presents grant, bargain, sell and convey unto
Grantee, Grantee’s successors and assigns, all of the following described real estate, situated in the County of Cleveland, State of
Oklahoma, to-wit:
See Exhibit “A” attached hereto;
TO HAVE AND TO HOLD THE SAME, together with all and singular the tenements, hereditaments and
appurtenance thereto belonging or in any wise appertaining forever.
And Grantor, Grantor’s successors and assigns do hereby covenant, promise and agree to and with Grantee, at the
delivery of these presents that Grantor is lawfully seized in Grantor’s own right of an absolute and indefeasible estate of inheritance in
fee simple, of and in all and singular the above granted and described premises, with the appurtances; that subject to: Easements,
building restrictions and other matters of record and special assessments not yet due; and that Grantor will WARRANT AND
FOREVER DEFEND the same unto Grantee, Grantee’s successors and assigns, against Grantor, Grantor’s successors and assigns
and all and every person or persons whomsoever lawfully claiming or to claim the same by, through or under Grantor only and not
otherwise.
IN WITNESS WHEREOF, the undersigned has executed this Special Warranty
Deed as of , 2017.
GRANTOR:
TELEDRIFT COMPANY
By:
Name:
Title:
1
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STATE OF TEXAS §
§ COUNTY OF HARRIS §

On , 2017, before me , Notary Public, personally appeared , who proved to me on the basis of satisfactory evidence to be the person
whose name is subscribed to within the instrument and acknowledged to me that he executed the same in his capacity as of Teledrift
Company, and that by his signature on the instrument is authorized to act on behalf of said entity.
I certify under PENALTY OF PERJURY under the laws of the State of Texas that the foregoing paragraph is true and correct.
WITNESS my hand and official seal.
Notary Public
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EXHIBIT A
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY REMOVE OR STRIKE ANY
OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE
PUBLIC RECORDS: YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER’S LICENSE NUMBER.
SPECIAL WARRANTY DEED

STATE OF TEXAS
COUNTY OF MIDLAND

§
§
§

KNOW ALL MEN BY THESE PRESENTS:

Turbeco, Inc. (“Grantor”), a Texas corporation, for and in consideration of the sum of Ten and No/100 Dollars ($10.00) and
other good and valuable consideration to the Grantor paid by the Grantee named herein, whose mailing address is 7030 Empire
Central Drive, Houston, Texas 77040, the receipt and sufficiency of the stated consideration of which are hereby acknowledged and
confessed, has GRANTED, SOLD AND CONVEYED, and by these presents does hereby GRANT, SELL AND CONVEY unto
National Oilwell DHT, L.P., a Delaware limited partnership, whose mailing address is 7909 Parkwood Circle Drive, Houston, Texas
77036 ("Grantee"), all of the following described real property lying and being situated in Midland County, Texas, to wit:
See Exhibit “A” attached hereto
together with all improvements and fixtures situated thereon owned by the Grantor and situated upon or within said property. The real
property and any and all improvements and fixtures situated thereon being hereinafter together called the “Property”.
TO HAVE AND TO HOLD the above described premises, together with all and singular the rights and appurtenances thereto in anywise
belonging, unto the said Grantee, Grantee’s heirs and assigns forever; and Grantor does hereby bind Grantor, Grantor’s heirs and assigns, to
WARRANT AND FOREVER DEFEND, all and singular the said premises unto the said Grantee, Grantee’s heirs and assigns, against every person
whomsoever lawfully claiming, or to claim the same, or any part thereof BY THROUGH OR UNDER GRANTOR OR GRANTOR’S
IMMEDIATE PREDECESSOR HARMON MACHINE WORKS, INC., BUT NOT OTHERWISE.

Except as stated herein, this conveyance is made and accepted subject to all reservations, restrictions, covenants, conditions,
rights-of-way, mineral leases, royalty and mineral conveyances and easements now outstanding and of record, if any, in Midland
County, Texas, affecting the above- described Property.
EXECUTED as of the day of _, 2017.
GRANTOR: TURBECO, INC.
By:
Name:
Title:
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Grantee’s Address:
7909 Parkwood Circle Drive Attn.: Real Estate Department Houston, Texas 77036
(After recording, please return deed to this address.)
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STATE OF TEXAS §
§
COUNTY OF HARRIS §
BEFORE ME, , on this day personally appeared,
, known to me to be the person whose name is subscribed to the
foregoing instrument and acknowledged to me that he executed the same as the _, of Turbeco, Inc., a Texas corporation, for the
purposes and consideration therein expressed.
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of _, 2017.

Printed Name:
Notary Public in and for the State of Texas

My Commission Expires:
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EXHIBIT A
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY REMOVE OR STRIKE ANY
O F T H E FOLLOWING INFORMATION FROM THIS INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE
PUBLIC RECORDS: YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER’S LICENSE NUMBER.
SPECIAL WARRANTY DEED

STATE OF TEXAS
COUNTY OF HARRIS

§
§
§

KNOW ALL MEN BY THESE PRESENTS:

Diamond Rock Investments, Ltd. (“Grantor”), a Texas corporation, for and in consideration of the sum of Ten and No/100
Dollars ($10.00) and other good and valuable consideration to the Grantor paid by the Grantee named herein, whose mailing address
is 7030 Empire Central Drive, Houston, Texas 77040, the receipt and sufficiency of the stated consideration of which are hereby
acknowledged and confessed, has GRANTED, SOLD AND CONVEYED, and by these presents does hereby GRANT, SELL AND
CONVEY unto National Oilwell DHT, L.P., a Delaware limited partnership, whose mailing address is 7909 Parkwood Circle Drive,
Houston, Texas 77036 ("Grantee"), all of the following described real property lying and being situated in Midland County, Texas, to
wit:
Unrestricted Reserve Twenty-nine and Unrestricted Reserve Thirty (30) in Block Two (2) of Houston Intercontinental Oil
Center, a subdivision in Harris County, Texas, according to the map or plat thereof recorded in Volume 306, page 102 of the
Map Records of Harris County, Texas,
together with all improvements and fixtures situated thereon owned by the Grantor and situated upon or within said property. The real
property and any and all improvements and fixtures situated thereon being hereinafter together called the “Property”.
TO HAVE AND TO HOLD the above described premises, together with all and singular the rights and appurtenances thereto in anywise
belonging, unto the said Grantee, Grantee’s heirs and assigns forever; and Grantor does hereby bind Grantor, Grantor’s heirs and assigns, to
WARRANT AND FOREVER DEFEND, all and singular the said premises unto the said Grantee, Grantee’s heirs and assigns, against every person
whomsoever lawfully claiming, or to claim the same, or any part thereof BY THROUGH OR UNDER GRANTOR, BUT NOT OTHERWISE.

Except as stated herein, this conveyance is made and accepted subject to all reservations, restrictions, covenants, conditions,
rights-of-way, mineral leases, royalty and mineral conveyances and easements now outstanding and of record, if any, in Harris
County, Texas, affecting the above- described Property.
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EXECUTED as of the day of , 2017.
GRANTOR:
DIAMOND ROCK INVESTMENTS, LTD.
By:
Name:
Title:
Grantee’s Address:
7909 Parkwood Circle Drive Attn.: Real Estate Department Houston, Texas 77036
(After recording, please return deed to this address.)
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STATE OF TEXAS §
§
COUNTY OF HARRIS §
BEFORE ME, , on this day personally appeared,
, known to me to be the person whose name is subscribed to the
foregoing instrument and acknowledged to me that he executed the same as the _, of Diamond Rock Investments, Ltd., a Texas
corporation, for the purposes and consideration therein expressed.
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of _, 2017.

Printed Name:
Notary Public in and for the State of Texas

My Commission Expires:
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Exhibit D
Stipulation of Dismissal of Action Without Prejudice
[See attached.]

[EXHIBIT D]
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IN THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION
NATIONAL OILWELL DHT, LP,
Plaintiff,
v.
FLOTEK INDUSTRIES, INC.,
Defendant.
§
§ Civil Action No. 4:15-cv-01882
§
§
§ JURY TRIAL DEMANDED
§
§
JOINT STIPULATED ORDER OF DISMISSAL AND MOTION FOR ORDER CONFIRMING THE SAME

Pursuant to Rule 41(A)(2) and (c) of the Federal Rules of Civil Procedure, plaintiff National Oilwell DHT, LP and defendant
Flotek Industries, Inc. hereby jointly dismiss all claims in this action WITHOUT PREJUDICE. By agreement of the parties, neither
party shall seek or recover attorney’s fees or costs from the other.
A proposed Order confirming the dismissal is attached.
SO STIPULATED:

COUNSEL FOR PLAINTIFF COUNSEL FOR DEFENDANT
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IN THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION
NATIONAL OILWELL DHT, LP,
Plaintiff,
v.
FLOTEK INDUSTRIES, INC.,
Defendant.
§
§ Civil Action No. 4:15-cv-01882
§
§
§ JURY TRIAL DEMANDED
§
§
[PROPOSED] ORDER CONFIRMING STIPULATED DISMISSAL
Having received and reviewed the Parties’ JOINT STIPULATED ORDER OF DISMISSAL AND MOTION FOR
ORDER CONFIRMING THE SAME it is hereby ORDERED, ADJUDGED AND DECREED that all claims in this action are
hereby dismissed WITHOUT PREJUDICE. By agreement of the Parties, neither party shall seek or recover attorney’s fees or costs
from the other.
SO ORDERED:
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Exhibit E
Transition Services Agreement
[See attached.]

[EXHIBIT E]
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Execution Version

TRANSITION SERVICES AGREEMENT
This TRANSITION SERVICES AGREEMENT (this “ Agreement”) is made and entered into as of , 2017, between Flotek
Industries, Inc., a Delaware corporation (the “Provider”), and National Oilwell DHT, L.P., a Delaware limited partnership (“ NOV”
or the “Recipient,” and together with the Provider, the “Parties”).
WHEREAS, pursuant to that certain Asset Purchase Agreement, dated May 2, 2017, between the Provider and the Recipient
and certain of their respective affiliates (the “Purchase Agreement”), the Provider has agreed to sell, assign and transfer to the
Recipient, the Purchased Assets (as defined in the Purchase Agreement).
WHEREAS, the Recipient desires to receive from the Provider, and the Provider is willing to provide to the Recipient,
services in respect of the Purchased Assets, on a transitional basis, on the terms and conditions set forth herein.
NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained and for other good and
valuable consideration, the receipt and sufficiency of which are acknowledged, the Parties hereby agree as follows:
1. Definitions. Capitalized terms that are not otherwise defined in this Agreement shall have the meanings ascribed to them in
the Purchase Agreement.
2. Provision of Services.
(a) Subject to the terms and conditions of this Agreement, the Provider shall use its commercially reasonable efforts to
provide the services set forth on Exhibit A hereto (collectively, the “Services”). The Provider shall cooperate with, facilitate and
advise the Recipient and the Recipient’s service providers in the provision of the Services during the term of this Agreement and
transition to the Recipient and the Recipient’s service providers’ independent provision of such Services, as the case may be, as
reasonably requested by the Recipient during the term of this Agreement. For the purposes of receiving and providing the Services,
the Recipient shall include its affiliates and the Provider shall include its affiliates.
(b) Except as otherwise agreed by the Parties, the Provider shall perform the Services to the same standard of care as
the Services were performed by the Provider prior to the date of this Agreement.
( c ) The Provider shall pay any expenses, fees, or other obligations that the Provider may reasonably incur in
connection with the delivery of the Services and shall provide the Recipient with reasonable documentation thereof in connection
with the invoices delivered under Section 4.
(d) By executing and delivering this Agreement, the Provider represents and warrants to the Recipient that to its
knowledge: (i) it and its affiliates are able to provide the Services and (ii) the provision of such Services a s o f and immediately
following the Closing Date do not conflict with or violate any contract or applicable law.
(e) Notwithstanding anything in this Agreement to the contrary, the Provider shall not be obligated to provide any
Service hereunder where the provision of such Service
1
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requires consent of a third party that has not been obtained; provided that the Provider shall use its (and shall cause its applicable
affiliates to use their) reasonable best efforts to obtain all required consents, licenses or approvals necessary to perform the Services
(the “Consents”) (that have not already been procured prior to the Closing Date) as soon as reasonably practicable following the date
hereof; provided further, that the Provider shall notify the Recipient in writing of any terms to which a proposed Consent is to be
subject and shall use its reasonable best efforts to agree with the relevant third party any reasonable amendments to a proposed
Consent requested by the Recipient, as the case may be. If the Provider is unable to obtain any required Consents, the parties hereto
shall negotiate in good faith reasonable modifications of the Services so that such Consents are not required. The Recipient shall use
commercially reasonable efforts to cooperate in obtaining any such Consent. If, despite use of its reasonable best efforts, the Provider
is not able to secure any applicable Consent from a third party, the Provider shall use reasonable best efforts to enter into an
acceptable substitute arrangement as promptly as practicable with the Recipient to deliver such Services o n substantially the same
terms, including subcontract, sublicense or other contractual arrangements, including using reasonable best efforts to facilitate the
Recipient’s putting in place similar or replacement arrangements with such third parties, or comparable third party providers with
whom the Provider has a commercial relationship.
3. Access; Audits. The Provider shall maintain complete and accurate books and records relating to the costs and charges for
Services to the Recipient under this Agreement. Such books and records shall be maintained in accordance with GAAP, consistently
applied. The Recipient shall be entitled from time to time, at the Recipient’s cost, to audit the Provider’s books and records related to
the Services, using their own personnel or personnel from their independent auditing firm. Discrepancies identified as a result of any
audit shall be promptly reconciled in good faith between the Parties in accordance with this Agreement.
4. Pricing, Invoice and Payment. Pricing for the Services shall be as set forth on Exhibit A. Within ten (10) business days after
the close of a month, the Provider shall provide an invoice for the Services rendered to the Recipient during the prior month. The
Recipient shall pay the Provider within thirty (30) days from its receipt of such invoice from the Provider.
5. Term. Subject to earlier termination by either Party in accordance with Section 6, the Provider shall provide the Services
from the Closing Date until the date set forth with respect to such Service in Exhibit A (the “Term”).
6. Termination
(a) The Recipient may terminate this Agreement with respect to any specific Service or all Services for any reason or
no reason upon thirty (30) days’ prior written notice to the Provider. A termination of a specific Service or Services by the Recipient
shall not affect the remaining Services.
(b) The Provider may terminate this Agreement prior to the expiration of its stated term immediately upon written
notice to the Recipient if the Recipient breaches their obligations under Section 4 of this Agreement and such breach continues for a
period of ten (10) business days following a written request by the Provider to cure such breach (it being agreed that a good-faith
dispute with respect to payment under Section 4 shall not constitute a breach by the Recipient hereunder).
2

Source: FLOTEK INDUSTRIES INC/CN/, 10-Q, August 01, 2017

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

(c) This Agreement may be terminated (including the Services, in whole or in part) at any time upon the mutual
written agreement of the Parties.
(d) To the extent that a termination of this entire Agreement occurs by either the Recipient or the Provider pursuant to
this Section 6, (i) the Provider shall have no further obligation to provide the Services and the Recipient shall have no further
obligation to purchase any such Services from the Provider and (ii) no Party shall be relieved of its obligations accrued prior to such
termination.
(e) Sections 4, 8, 9, 10, and 11 shall survive any early termination of this
Agreement.
7 . Cooperation; Representatives. The Parties shall reasonably cooperate with each other in connection with all matters
relating to the provision and receipt of the Services. The Provider and the Recipient shall each appoint one or more representatives
(each, a “Representative”) to facilitate communications and performance under this Agreement. All Recipient Service requests and
queries shall be communicated through the nominated Recipient Representative(s) to the nominated Provider Representative(s) as set
forth on Exhibit A hereto. Each Party may treat an act of a Representative of the other Party as being authorized by the other Party
without inquiring behind such act or ascertaining whether such Representative had authority to so act. Each Party shall have the right
at any time and from time to time to replace its respective Representative(s) by giving notice in writing to the other Party, setting forth
the name of (i) the Representative to be replaced and (ii) the replacement, and certifying that the replacement Representative is
authorized to act for the Party giving the notice in all matters relating to this Agreement.
8. Confidentiality. In addition to any obligations of confidentiality pursuant to other agreements between or among the Parties,
or any of their subsidiaries or affiliates, the Provider shall, and shall cause its affiliates and subsidiaries to, hold in confidence and,
without the prior written consent the Recipient, not disclose to any Person, or exploit for their own purposes, any information
received by or made available to them from the Recipient hereto (or any of the Recipient’s affiliates or subsidiaries) during the
provision of the Services or related to the subject matter or performance of this Agreement. The Provider further agrees that it shall
use the information received by or made available to it from the Recipient (or the Recipient’s affiliates or subsidiaries) only in
connection with the provision of the Services and for no other purpose whatsoever. For purposes of this Agreement, the foregoing
provisions shall not apply to information (i) that is or becomes part of the public domain other than through breach of this Agreement
or through the fault of the Provider (or the Provider’s affiliates or subsidiaries), (ii) that is or becomes available to the Provider from a
source other than the Recipient (or the Recipient’s affiliates or subsidiaries), which source has no obligation of confidentiality to the
Recipient (or the Recipient’s affiliates o r subsidiaries), o r (iii) to the extent required by a court of competent jurisdiction or other
governmental agency or otherwise as required by applicable laws, provided that reasonable notice of said disclosure is provided to the
Recipient by the Provider.
9. Compliance; Liability. Except as otherwise expressly provided for herein, each Party shall be responsible for compliance
with all applicable laws, for obtaining required Licenses, for the application of all applicable Taxes and for the conduct and
compensation of its employees. None of the Parties hereto or any of their respective officers, directors, managers,
3
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employees, agents, representatives, successor or assigns, shall be liable to any other Party hereto for any action taken or failure to act
by such Party, unless such action taken or failure to act (a) is a breach of any of such Party’s representations, warranties, or
covenants in, or obligations under, this Agreement or (b) arises from any gross negligence or willful misconduct in the performance
of its obligations under this Agreement.
10. Indemnification. Each of the Parties hereto (each an “Indemnitor”) shall protect, defend, indemnify and hold harmless the
other Party to this Agreement, its officers, directors, managers, employees, agents, representatives, successors and assigns (the
“Indemnitees”) from and against any losses, damages and expenses (including, without limitation, reasonable counsel fees, costs and
expenses incurred in defending against the assertion of such liabilities, demands, causes of action, or asserted potential liabilities)
(collectively, “Losses”) which may be sustained, suffered or incurred by them and arise from (a) any breach by the Indemnitor of
any of its representations, warranties, or covenants in, or obligations under, this Agreement or (b) any gross negligence or willful
misconduct in the performance of its obligations under this Agreement.
11 . Independent Contractor; Subcontractors. At all times during the term of this Agreement, the Provider shall be an
independent contractor in providing the Services hereunder with the sole right to supervise, manage, operate, control and direct the
performance of the Services and the sole obligation to employ, compensate and manage its employees and business affairs; provided
that the Provider shall maintain sufficient resources to maintain its obligations hereunder. Nothing contained in this Agreement shall
be deemed or construed to create a partnership or joint venture, to create the relationships of employee/employer or principal/agent, or
otherwise create any liability whatsoever of any Party with respect to the indebtedness, liabilities, obligations or actions of the other
Party or any of its respective officers, directors, employees, stockholders, agent or representatives. Subject to the other terms of this
Agreement, the Provider shall have the right to hire or engage one or more subcontractors or other third parties to perform any of its
obligations under this Agreement (at no additional cost to the Recipient than if such Service had been provided by the Provider) with
the prior written consent of the Recipient (such consent not to be reasonably withheld); provided that the Provider shall remain
responsible for the provision of all Services hereunder.
12. Amendments and Waivers. Except as provided herein, any provision of this Agreement (including the Exhibits hereto)
may be amended or waived only in a writing signed by the Provider and the Recipient. No waiver of any provision hereunder or any
breach or default thereof shall extend to or affect in any way any other provision or prior or subsequent breach or default.
13. Assignment. This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their respective
successors and permitted assigns. No Party may assign or subcontract all or any portion of this Agreement, voluntarily or
involuntarily, including without limitation by operation of law, without the prior written consent of the other Parties; provided that
the Recipient may assign all or any portion of this Agreement and the other agreements contemplated hereby (including its rights and
obligations hereunder and thereunder) (a) to any of its lenders as collateral security, (b) to any of its controlled affiliates or (c) in
connection with (i) a merger or consolidation involving the Recipient or (ii) a sale of stock or assets of the Recipient or any of its
respective affiliates.
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14. No Third- Party Beneficiaries. Nothing herein expressed or implied is intended to or shall be construed to confer upon or
give to any person, corporation, group or other entity (of any nature) other than the Parties hereto, their successors or permitted
assigns, any rights or remedies under or by reason of this Agreement.
15. Notices. Except as otherwise expressly provided herein, all notices, demands and other communications to be given or
delivered under or by reason of the provisions of this Agreement shall be in writing and shall be deemed to have been given (a) when
personally delivered, (b) when received via e-mail at the addresses set out below, (c) the day following the day (except if not a
business day then the next business day) on which the same has been delivered prepaid to a reputable national overnight air courier
service or (d) the third business day following the day on which the same is sent by certified or registered mail, postage prepaid, in
each case to the respective Parties at the address set forth below, or at such other address as such Party may specify by written notice
to the other Party.
Notice to the Provider:
Flotek Industries, Inc.
10603 W Sam Houston Pkwy N, Suite 300
Houston, TX 77064
Attention: John Chisholm
E-mail: JChisholm@flotekind.com
With a copy to:
Casey W. Doherty, Sr. Doherty & Doherty LLP
1717 St. James Place, Suite 520
Houston, TX 77056
Email: casey@doherty-law.com
Notice to the Recipient:
c/o National Oilwell Varco, L.P.
7909 Parkwood Circle Drive
Houston, Texas 77036
Attention: Jay Kouns
Email: jay.kouns@nov.com; kseniya.tarasenko@nov.com;
pete.vranderic@nov.com; rodney.reed@nov.com
16. Interpretation; Exhibits. The headings contained in this Agreement are for reference purposes only and shall not affect in
any way the meaning or interpretation of this Agreement. Whenever the words “include”, “includes” or “including” are used in this
Agreement, they shall be deemed to be followed by the words “without limitation”. The words “hereof”, “herein”, “hereby” and
“hereunder” and words of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any
particular provision of this Agreement. The definitions contained in this Agreement are applicable to the singular as well as the plural
forms of such terms. All exhibits attached hereto are hereby incorporated in and made a part of
5
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this Agreement as if set forth in full herein. Any capitalized terms used in any exhibit but not otherwise defined therein, shall have the
meaning as defined in this Agreement. When a reference is made in this Agreement to a section or exhibit, such reference shall be to a
section of, or an exhibit to, this Agreement unless otherwise indicated.
17. Counterparts. This Agreement may be executed in multiple counterparts, each of which shall be deemed an original and
all of which taken together shall constitute one and the same Agreement. Execution and delivery of this Agreement by exchange of
copies by facsimile or portable document format (pdf) bearing the signature of a Party shall constitute a valid and binding execution
and delivery of this Agreement by such Party. Such facsimile or pdf copies shall constitute enforceable original documents.
18. Entire Agreement. This Agreement, the Purchase Agreement and the agreements and documents referred to in the
Purchase Agreement, along with the Schedules and Exhibits hereto and thereto, contain the entire agreement and understanding
between the Parties hereto with respect to the subject matter hereof and thereof and supersede any prior agreements and
understandings between the Parties relating to such subject matter.
19. Severability. Whenever possible, each provision of this Agreement shall be interpreted in such manner as to be effective
and valid under applicable law, but if any provision of this Agreement is held to be prohibited by or invalid under applicable law,
such provision shall be ineffective only to the extent of such prohibition or invalidity, without invalidating the remainder of such
provision or the remaining provisions of this Agreement.
20. Governing Law. This Agreement will be construed, interpreted and enforced in accordance with, and the respective rights
and obligations of the Parties will be governed by, the laws of the State of Texas. Each Party irrevocably submits to the exclusive
jurisdiction of the courts of the State of Texas in and for Harris County and the United States District Court for the Southern District
of Texas and waives objection to the venue of any proceeding in such court or that such court provides an inappropriate forum.
21. Force Majeure. Neither Party shall be held liable or responsible to the other Party nor be deemed to have defaulted under
or breached this Agreement for failure or delay in fulfilling or performing any term of this Agreement to the extent such failure or
delay is caused by or results from causes beyond the reasonable control of the affected Party, including, but not limited to, fire; floods;
storms; embargoes, war or acts of war (declared or undeclared); insurrections, riots or other civil commotions; acts of terrorism,
strikes, lockouts, or other labor disturbances; explosions; sabotage; national shortages of fuel, power, raw materials or components;
acts of God; or acts, omissions, or delays in acting by any governmental or military authority (collectively, “Force Majeure”);
provided, however, it is understood that (i) this Section 21 only operates to suspend, and not to discharge, a Party’s obligations under
this Agreement, and that when the causes of the failure or delay are removed or alleviated the affected Party shall resume performance
of its obligations hereunder and (ii) this Section 21 shall not excuse a Party’s obligation to pay money; provided, further, that to the
extent any Services are not performed or fulfilled due to a Force Majeure, the Recipient shall not be required to pay for such Services.
A Party that is unable to fulfill its obligations due to any Force Majeure event shall (1) promptly after the occurrence thereof give
notice to the other Party with details of such event and (2) use its commercially reasonable efforts to avoid, mitigate, remedy or
remove such event as promptly
6
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as practicable and resume its performance under this Agreement. If the Provider is unable to provide any of the Services due to Force
Majeure, both parties shall exert commercially reasonable efforts to cooperatively seek a solution that is mutually satisfactory, such as
the subcontracting of all or part of the provision of the Services under the supervision of the Provider for the period of time during or
affected by the Force Majeure. Promptly on becoming aware of Force Majeure causing a delay in performance or preventing
performance of any obligations imposed by this Agreement (and termination of such delay), the Recipient shall have the right, but not
the obligation, to engage subcontractors to perform such obligations for the duration of such period that Force Majeure delays or
prevents the performance of such obligation by a Party.
***
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IN WITNESS WHEREOF, each Party has executed this Transition Services Agreement as of the date first written above.
FLOTEK INDUSTRIES, INC.

By: _
Name:
Title:

NATIONAL OILWELL DHT, L.P.
By: NOW Oilfield Services, LLC, its general partner

By: _
Name:
Title:

[SIGNATURE PAGE TO TRANSITION SERVICES A GREEMENT]
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EXHIBIT A
DESCRIPTION OF THE SERVICES
Service and Scope of Work

Cost (prorated for shorter
periods, to the
extent applicable)

ERP

Term

Authorised Representative(s)

6 months

(i) The Provider will maintain
Actual, direct cost plus 10%,
the ERP application for
without allocation for
the Business in the state overhead or profit, prorated in
in which it existed as of proportion to the amount used
the Closing Date and
by the Recipients
will provide the
Recipient with reports
and data relating to the
Business contained in
such ERP application as
reasonably requested by
the Recipient. The intent
will be to ensure that
NOV is able to maintain
current business
continuity and minimize
disruption for serving
customers and providing
required
financial reporting
information.

NOV: Jay Kouns
Flotek: Robert Bodnar

(ii) Support details include but
are not limited to:
(iii) Users access to the system;
[EXHIBIT A TO TRANSITION SERVICES A GREEMENT]
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Service and Scope of Work

Cost (prorated for shorter
periods, to the
extent applicable)

Term

Authorised Representative(s)

(iv) Current and relevant reporting needs:
a. Financial reporting,
operational reporting,
compliance reporting;
(v) Commercial facing documents:
a. Invoices, Purchase Orders,
acknowledgements, etc.;
(vi) Transactional processing relevant
to the acquisition:
a. Inventory, sales,
manufacturing, procurement,
general accounting, AP, AR,
FA, etc.
(vii) Month End Close processes:
a. Reporting and HFM
consolidation requirements;
b. Any system required updates
to facilitate closing of periods
and opening new periods;
(viii) Batch processing and scheduled
jobs:
a. Invoicing, Sales Update,
MRP, AP
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Service and Scope of Work

Cost (prorated for shorter
periods, to the
extent applicable)

Term

Authorised Representative(s)

(ix) Master Data Management
– Address Book, Item
Master, Product Data
Management:
a. New Part Creation,
new customers, new
vendors, BOM,
Routing, business
unit
Data and Hardware Transfer
/ Conversion

6 months

NOV: Jay Kouns; Kseniya
Tarasenko

(a) The Provider will reasonably Actual, direct cost plus 10%,
cooperate with the Recipient
without allocation for
to further effect the transfer overhead or profit, prorated in
of all licensing, data files,
proportion to the amount used
phone lines, website
by the Recipients
domains, etc.
that belong to the Business
and were not fully conveyed
or transferred on the Closing
Date.
(b) The Provider will provide
access to a Data Conversion
Specialist to support the
functions set forth under
“ERP” above, who will
have the ability to extract
data from Flotek to facilitate
their conversion in NOV
systems.
(c) The Provider will provide
access to technical and

Flotek: Robert Bodnar
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Source: FLOTEK INDUSTRIES INC/CN/, 10-Q, August 01, 2017

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Service and Scope of Work

Cost (prorated for shorter
periods, to the
extent applicable)

Term

Authorised Representative(s)

functional analysts to
support
and solve any
inconsistencies in data- and
process-related questions.
IT

6 months

NOV: Jay Kouns; Kseniya
Tarasenko

(i) The Provider will provide the Actual, direct cost plus 10%,
Recipient with
without allocation for
reasonable cooperation
overhead or profit, prorated in
and assistance with
proportion to the amount used
various IT issues to the
by the Recipients
extent relating to the
Business, including:

Flotek: Robert Bodnar

(ii) (a) providing IT support
services of the type
provided to the Business
immediately prior to the
Closing Date to the
extent reasonably
required by the
Recipient, including email, PC support, file
shares, services, network
support, ERP support
and other applications
used by the Business;
(iii) (b) promptly forwarding to
the email addresses
provided by the
Recipient
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Service and Scope of Work

Cost (prorated for shorter
periods, to the
extent applicable)

Term

Authorised Representative(s)

to the Provider any email
correspondence received
that is directed to the
employees of the
Business; and
(iv) (c) providing reasonable
cooperation in the
Recipient’s efforts to
transfer existing
information from the
ERP system and other
applications used by the
Business that are not on
servers at the sites that
the Recipient is
acquiring; and
(v) (d) assisting Recipient in
engaging with the
subcontractors of the
Business (including
network provider and
co- location provider)
where Recipient requires
such assistance during
the separation and
migration process.
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Source: FLOTEK INDUSTRIES INC/CN/, 10-Q, August 01, 2017

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Service and Scope of Work

Cost (prorated for shorter
periods, to the
extent applicable)

Data Access
(i) To the extent any file data
belonging to the
Business
is not on servers at the
sites
that the Recipient
acquiring or that the
Business otherwise has
the right to use, the
Provider will promptly
provide such file data
and in the interim will
provide access thereto to
the Business users.

Term

6 months

Authorised Representative(s)

NOV: Jay Kouns; Kseniya
Tarasenko

$0
Flotek: Robert Bodnar
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Exhibit 31.2

CERTIFICATION
I, H. Richard Walton, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Flotek Industries, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors:
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

/s/ H. RICHARD WALTON
H. Richard Walton
Executive Vice President and Chief Financial Officer

Date: August 1, 2017
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Flotek Industries, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2017, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies, pursuant to 18 U.S.C. §1350, as adopted pursuant to
§ 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ JOHN W. CHISHOLM
John W. Chisholm
President, Chief Executive Officer and Chairman of the Board
Date: August 1, 2017
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Exhibit 31.1

CERTIFICATION
I, John W. Chisholm, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Flotek Industries, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors:
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

/s/ JOHN W. CHISHOLM
John W. Chisholm
President, Chief Executive Officer and Chairman of the Board

Date: August 1, 2017
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