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As of April 25, 2018, a total of 89,310,403 shares of common stock, $0.01 par value per share, were outstanding.
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REERERIBRRRRERS M= R0

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933, as amended, Section 21E of the Securities Exchange Act of 1934, as amended, and the Private
Securities Litigation Reform Act of 1995, as amended. We also may provide oral or written forward-looking

statements in other materials we release to the public. Words such as “will,” “may,” “could,” “would,” “anticipates,” “believes.
“estimates,” “expects,” “plans,” “intends,” and similar expressions are intended to identify these forward-looking statements
but are not the exclusive means of identifying them. These forward-looking statements reflect the current views of our
management; however, various risks, uncertainties, contingencies and other factors, some of which are beyond our

control, are difficult to predict and could cause our actual results, performance or achievements to differ materially

from those expressed in, or implied by, these statements, including the success or failure of our efforts to implement

our business strategy.

We assume no obligation to update, amend or clarify publicly any forward-looking statements, whether as a result of

new information, future events or otherwise, except as required by securities laws. In light of these risks, uncertainties

and assumptions, the forward-looking events discussed in this Quarterly Report on Form 10-Q might not occur.

For further information regarding these and other factors, risks and uncertainties affecting us, we refer you to the risk
factors set forth in Item 1A “Risk Factors” in Part I of our Annual Report on Form 10-K for the year ended

December 31, 2017.
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PART I FINANCIAL INFORMATION
ITEM 1. Financial Statements

Newpark Resources, Inc.

Condensed Consolidated Balance Sheets
(Unaudited)

(In thousands, except share data) March 31, December 31,

2018 2017
ASSETS
Cash and cash equivalents $59.938 $56,352
Receivables, net 267,179 265,866
Inventories 189,109 165,336
Prepaid expenses and other current assets 16,502 17,483
Total current assets 532,728 505,037
Property, plant and equipment, net 315,552 315,320
Goodwill 44,397 43,620
Other intangible assets, net 28,906 30,004
Deferred tax assets 3,389 4,753
Other assets 3,752 3,982
Total assets $928,724 $902,716
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current debt $1,391 $1,518
Accounts payable 107,601 88,648
Accrued liabilities 38,880 68,248
Total current liabilities 147,872 158,414
Long-term debt, less current portion 185,635 158,957
Deferred tax liabilities 36,978 31,580
Other noncurrent liabilities 8,024 6,285
Total liabilities 378,509 355,236
Commitments and contingencies (Note 8)
Common stock, $0.01 par value, 200,000,000 shares authorized and 104,635,290 and 1.046 1.046
104,571,839 shares issued, respectively ’ ’
Paid-in capital 606,491 603,849
Accumulated other comprehensive loss (53,885 ) (53,219 )
Retained earnings 123,743 123,375
Treasury stock, at cost; 15,318,800 and 15,366,504 shares, respectively (127,180 ) (127,571 )
Total stockholders’ equity 550,215 547,480
Total liabilities and stockholders' equity $928,724 $902,716

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Newpark Resources, Inc.
Condensed Consolidated Statements of Operations

(Unaudited)
Three Months Ended
March 31,
(In thousands, except per share data) 2018 2017
Revenues $227.293 $158,691
Cost of revenues 186,455 129,590
Selling, general and administrative expenses 26,954 25,397
Other operating (income) loss, net 46 (42 )
Operating income 13,838 3,746
Foreign currency exchange loss 225 392
Interest expense, net 3,300 3,218

Income from operations before income taxes 10,313 136

Provision for income taxes 3,091 1,119
Net income (loss) $7,222  $0983 )
Income (loss) per common share - basic: $0.08 $(0.01 )

Income (loss) per common share - diluted: ~ $0.08 $(0.01 )

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Newpark Resources, Inc.
Condensed Consolidated Statements of Comprehensive Income (Loss)

(Unaudited)
Three Months
Ended
March 31,
(In thousands) 2018 2017
Net income (loss) $7,222 $(983 )

Foreign currency translation adjustments (net of tax effect of $499 and $0) (666 ) 2,555

Comprehensive income $6,556 $1,572
See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Newpark Resources, Inc.
Condensed Consolidated Statements of Stockholders' Equity

(Unaudited)

Accumulated

Common Paid-In  Other Retained Treasury

(In thousands) Stock  Capital Comprehensive Earnings Stock Total

Loss
Balance at December 31, 2016 $998  $558,966 $ (63,208 ) $129,873 $(126,086) $500,543
Net loss — — — (983 ) — (983 )
Employee stock options, restricted stock and 1 202 . (186 ) 425 442
employee stock purchase plan
Stock-based compensation expense — 2,836 — — — 2,836
Foreign currency translation — — 2,555 — — 2,555
Balance at March 31, 2017 $999  $562,004 $ (60,653 ) $128,704 $(125,661) $505,393
Balance at December 31, 2017 $1,046 $603,849 $ (53,219 ) $123,375 $(127,571) $547,480
Cumulative effect of accounting changes (6,764 ) (6,764 )
Net income — — — 7,222 — 7,222
Employee stock options, restricted stock and 353 o 90 ) 391 654
employee stock purchase plan
Stock-based compensation expense — 2,289 — — — 2,289
Foreign currency translation, net of tax — — (666 ) — — (666 )
Balance at March 31, 2018 $1,046 $606,491 $ (53,885 ) $123,743 $(127,180) $550,215

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Newpark Resources, Inc.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

(In thousands)
Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by (used in) operations:

Depreciation and amortization

Stock-based compensation expense

Provision for deferred income taxes

Net provision for doubtful accounts

Gain on sale of assets

Amortization of original issue discount and debt issuance costs
Change in assets and liabilities:

Increase in receivables

Increase in inventories

Decrease in other assets

Increase (decrease) in accounts payable

Increase (decrease) in accrued liabilities and other
Net cash provided by (used in) operating activities

Cash flows from investing activities:

Capital expenditures

Refund of proceeds from sale of a business
Proceeds from sale of property, plant and equipment
Net cash used in investing activities

Cash flows from financing activities:

Borrowings on lines of credit

Payments on lines of credit

Debt issuance costs

Proceeds from employee stock plans

Purchases of treasury stock

Other financing activities

Net cash provided by (used in) financing activities

Effect of exchange rate changes on cash

Net increase (decrease) in cash, cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash at beginning of period
Cash, cash equivalents, and restricted cash at end of period

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Three Months
Ended March 31,
2018 2017
$7,222  $(983 )
11,271 9,387
2,289 2,836
381 (2,545 )
341 666

(383 ) (847 )
1,309 1,330

(5,928 ) (23,019)
(17,841 ) (829 )

129 521
18,511 (1,692 )
(17,168 ) 3,731
133 (11,444 )

(10,696 ) (7,291 )
13,974 ) —
575 288
(24,095 ) (7,003 )

107,156 —
(81,224 ) —
— (157 )
353 211
@4 )48 )
(545 ) (371 )
25,698 (365 )
812 846
2,548 (17,966 )
65,460 95,299

$68,008 $77,333
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NEWPARK RESOURCES, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Basis of Presentation and Significant Accounting Policies

The accompanying unaudited condensed consolidated financial statements of Newpark Resources, Inc. and our
wholly-owned subsidiaries, which we refer to as “we,” “our” or “us,” have been prepared in accordance with Rule 10-01 of
Regulation S-X for interim financial statements required to be filed with the Securities and Exchange Commission
(“SEC”), and do not include all information and footnotes required by the accounting principles generally accepted in
the United States (“U.S. GAAP”) for complete financial statements. These unaudited condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements and notes thereto included in our
Annual Report on Form 10-K for the year ended December 31, 2017. Our fiscal year end is December 31 and our first
quarter represents the three-month period ended March 31. The results of operations for the first quarter of 2018 are
not necessarily indicative of the results to be expected for the entire year. Unless otherwise stated, all currency
amounts are stated in U.S. dollars.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements reflect all
adjustments necessary to present fairly our financial position as of March 31, 2018 and our results of operations and
cash flows for the first quarter of 2018 and 2017. All adjustments are of a normal recurring nature. Our balance sheet
at December 31, 2017 is derived from the audited consolidated financial statements at that date.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. For further information, see Note 1 in our Annual Report on Form
10-K for the year ended December 31, 2017.

New Accounting Pronouncements

Standards Adopted in 2018

Revenue from Contracts with Customers. In May 2014, the Financial Accounting Standards Board (“FASB”’) amended
the guidance for revenue from contracts with customers. The amendments are based on the principle that revenue
should be recognized to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. We adopted this new
guidance as of January 1, 2018 using the modified retrospective transition method, and recorded a net reduction of
$2.3 million to opening retained earnings to reflect the cumulative effect of adoption for contracts not completed as of
December 31, 2017. Results for reporting periods beginning after December 31, 2017 are presented under the new
guidance, while prior period amounts were not adjusted and continue to be reported in accordance with previous
guidance.

The adoption of this new guidance primarily affected the timing of revenue recognition for drilling fluid additive
products provided to customers in the delivery of an integrated fluid system in our U.S. drilling fluids business. Under
previous guidance, we recognized revenue for these products upon shipment of materials and passage of title, with a
reserve for estimated product returns. Under the new guidance, we recognize revenue for these products when they are
utilized, which generally occurs at the time of consumption by the customer. There was no material impact on
reported revenues for the first quarter of 2018 as a result of applying the new revenue recognition guidance.

The adoption of this guidance also requires additional disclosures for disaggregated revenues, which are included in
Note 10. The following provides a summary of our significant accounting policies for revenue recognition under the
new guidance for periods beginning after December 31, 2017.

Revenue Recognition - Fluids Systems. Revenues for drilling fluid additive products and engineering services, when
provided to customers in the delivery of an integrated fluid system, are recognized as product revenues when utilized
by the customer. Revenues for formulated liquid systems are recognized as product revenues when utilized or lost
downhole while drilling. Revenues for equipment rental and other services provided to customers that are ancillary to
the fluid system product delivery are recognized in rental and services revenues when the services are performed. For
direct sales of drilling fluid products to customers, revenues are recognized upon shipment of materials and passage of
title. An allowance for estimated product returns is maintained when the customer has the right to return unused



Edgar Filing: NEWPARK RESOURCES INC - Form 10-Q

products.

Revenue Recognition - Mats and Integrated Services. Revenues from the sale of mats are recognized when title passes
to the customer, which is upon shipment or delivery, depending on the terms of the underlying sales contract.
Revenues for rentals and services are generated from both fixed-price and unit-priced contracts, which are generally
short-term in duration. The activities under these contracts include the installation and rental of matting systems for a
period of time and services such as site planning and preparation, pit design, access road construction, environmental
protection, fluids and spill storage/containment, erosion

7
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control, site restoration services and construction and drilling waste management. Rental and service revenues from
these contracts are recognized as the specified services are performed. Revenues from any subsequent extensions to
the rental agreements are recognized over the extension period.

For both segments, the amount of revenue we recognize for products sold and services performed reflects the
consideration to which we expect to be entitled in exchange for such goods or services, which generally reflects the
amount we have the right to invoice based on agreed upon unit rates. While billing requirements vary, many of our
customer contracts require that billings occur periodically or at the completion of specified activities, even though our
performance and right to consideration occurs throughout the contract. As such, we recognize revenue as performance
is completed in the amount to which we have the right to invoice. We do not disclose the value of our unsatisfied
performance obligations for (i) contracts with an original expected length of one year or less and (ii) contracts for
which we recognize revenue for the amount to which we have the right to invoice for products sold and services
performed.

Shipping and handling costs are reflected in cost of revenues, and all reimbursements by customers of shipping and
handling costs are included in revenues.

Accounting for Income Taxes: Intra-Entity Transfers of Assets Other Than Inventory. In October 2016, the FASB
amended the guidance related to the accounting for the income tax consequences of intra-entity transfers of assets
other than inventory. The new guidance requires an entity to recognize the income tax consequences of an intra-entity
transfer of an asset other than inventory when the transfer occurs, rather than the previous requirement to defer
recognition of current and deferred income taxes for an intra-entity asset transfer until the asset had been sold to an
outside party. This update does not change U.S. GAAP for the pre-tax effects of an intra-entity asset transfer or for an
intra-entity transfer of inventory. We adopted this new guidance as of January 1, 2018 using the modified
retrospective transition method, and recorded a net reduction of $4.5 million to opening retained earnings to reflect the
cumulative effect of adoption for the current and deferred income tax consequences of an intra-entity sale of mats
from the U.S. to the U.K. completed prior to 2018.

The cumulative effect of the changes made to our consolidated balance sheet for the adoption of the new guidance for
revenue from contracts with customers and the income tax consequences of intra-entity transfers of assets other than
inventory were as follows:

Impact of Impact of
Adlz) tion of Adoption of Balance
Balance at ewp New
(In thousands) December Intra-Entity
Revenue January
31, 2017 .. Transfers of
Recognition 1,2018
Guidance Assets
Guidance
Receivables, net 265,866 (8,441 ) 257,425
Inventories 165,336 5,483 170,819
Deferred tax liabilities 31,580 (679 ) 4,485 35,386

Retained earnings 123,375 (2,279 ) (4,485 ) 116,611

Statement of Cash Flows. In August 2016, the FASB issued updated guidance that clarifies how certain cash receipts
and cash payments are presented and classified in the statement of cash flows. This update provides guidance on eight
specific cash flow issues. We adopted this new guidance as of January 1, 2018. The adoption of this new guidance had
no impact on our historical financial statements or related disclosures.

Standards Not Yet Adopted

Leases. In February 2016, the FASB issued updated guidance regarding accounting for leases. The new guidance
provides principles for the recognition, measurement, presentation and disclosure of leases and requires lessees to
recognize both assets and liabilities arising from financing and operating leases. The classification as either a
financing or operating lease will determine whether lease expense is recognized based on an effective interest method
basis or on a straight-line basis over the term of the lease, respectively. This guidance is effective for us in the first
quarter of 2019 with early adoption permitted, and will be applied retrospectively as of the date of adoption, although

11
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the FASB is currently considering allowing the modified retrospective transition method. As part of our assessment
work to date, we have formed an implementation work team and conducted a preliminary analysis of the new
guidance. Based on our current lease portfolio, we anticipate the new guidance will require us to reflect additional
assets and liabilities in our consolidated balance sheet; however, we have not yet completed an estimation of such

amount and we are still evaluating the overall impact of the new guidance on our consolidated financial statements
and related disclosures.

12
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Credit Losses. In June 2016, the FASB issued new guidance which requires financial assets measured at amortized
cost basis to be presented at the net amount expected to be collected, including trade receivables. The new guidance
requires an entity to estimate its lifetime “expected credit loss” for such assets at inception which will generally result in
the earlier recognition of allowances for losses. This guidance is effective for us in the first quarter of 2020 with early
adoption permitted in 2019, and will be applied using a modified retrospective transition method through a
cumulative-effect adjustment to retained earnings as of the date of adoption. We are currently evaluating the impact of
the new guidance on our consolidated financial statements and related disclosures.

Note 2 — Business Combinations

In November 2017, we acquired certain assets and assumed certain liabilities of Well Service Group, Inc. and Utility
Access Solutions, Inc. (together, “WSG”). The purchase price for this acquisition was approximately $77.2 million, net
of cash acquired, which included $44.8 million of cash conveyed at closing and the issuance of 3,361,367 shares of
our common equity valued at $32.4 million. The results of operations of WSG are reported within the Mats and
Integrated Services segment for the period subsequent to the date of the acquisition.

The WSG transaction has been recorded using the acquisition method of accounting and accordingly, assets acquired
and liabilities assumed were recorded at their estimated fair values as of the acquisition date. The acquisition resulted
in the preliminary recognition of $27.0 million in other intangible assets consisting primarily of customer
relationships, technology and tradename. All of the other intangibles are finite-lived intangible assets that are
preliminarily expected to be amortized over periods of 10 to 15 years with a weighted average amortization period of
approximately 13 years. The excess of the total consideration was recorded as goodwill, which is deductible for tax
purposes, and includes the value of the assembled workforce. The fair values of the identifiable assets acquired and
liabilities assumed were based on the company's estimates and assumptions using various market, income and cost
valuation approaches, which are classified within level 3 of the fair value hierarchy. While the initial purchase price
allocation has been completed, the allocation of the purchase price is subject to change for a period of one year
following the acquisition.

The following table summarizes the preliminary amounts recognized for the assets acquired and liabilities assumed as
of the November 13, 2017 acquisition date, updated for changes to the purchase price allocation during the first
quarter of 2018:

(In
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Results of operations and pro-forma combined results of operations for the acquired business have not been presented
as the effect of this acquisition is not material to our consolidated financial statements.

14
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Note 3 — Earnings Per Share
The following table presents the reconciliation of the numerator and denominator for calculating net income (loss) per
share:

First Quarter

(In thousands, except per share data) 2018 2017
Numerator

Net income (loss) - basic and diluted $7,222 $(983)
Denominator

Weighted average common shares outstanding - basic 89,094 84,153

Dilutive effect of stock options and restricted stock awards 2,637 —
Dilutive effect of 2021 Convertible Notes — —
Weighted average common shares outstanding - diluted 91,731 84,153

Net income (loss) per common share

Basic $0.08 $(0.01)

Diluted $0.08 $(0.01)

We excluded the following weighted-average potential shares from the calculations of diluted net income (loss) per
share during the applicable periods because their inclusion would have been anti-dilutive:

First
Quarter
(In thousands) 2018 2017
Stock options and restricted stock awards 1,654 8,083
2017 Convertible Notes — 7,569

2021 Convertible Notes — -

The unsecured convertible senior notes due 2017 (“2017 Convertible Notes™) were repaid upon maturity in October
2017. The 2021 Convertible Notes (as defined in Note 6) will not impact the calculation of diluted net income per
share unless the average price of our common stock, as calculated in accordance with the terms of the indenture
governing the 2021 Convertible Notes, exceeds the conversion price of $9.33 per share. We have the option to pay
cash, issue shares of common stock, or any combination thereof for the aggregate amount due upon conversion of the
2021 Convertible Notes as further described in Note 6. If converted, we currently intend to settle the principal amount
of the notes in cash and as a result, only the amounts payable in excess of the principal amount of the notes, if any, are
assumed to be settled with shares of common stock for purposes of computing diluted net income per share.

10
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Note 4 — Receivables

Receivables consisted of the following:

(In thousands) March 31, December 31,
2018 2017

Trade receivables:

Gross trade receivables $255,661 $ 256,851

Allowance for doubtful accounts (9,891 ) (9,457 )

Net trade receivables 245,770 247,394
Income tax receivables 10,110 6,905
Other receivables 11,299 11,567
Total receivables, net $267,179 $ 265,866

Other receivables included $10.4 million and $10.8 million for value added, goods and service taxes related to foreign
jurisdictions as of March 31, 2018 and December 31, 2017, respectively. As described in Note 1, the adoption of the
new revenue recognition guidance resulted in a $8.4 million reduction in gross trade receivables as of January 1, 2018.
Note 5 — Inventories
Inventories consisted of the following:
(In thousands) March 31, December 31,

2018 2017

Raw materials:

Drilling fluids $146,021 $ 123,022
Mats 1,511 1,419
Total raw materials 147,532 124,441
Blended drilling fluids components 32,510 30,495
Finished goods - mats 9,067 10,400

Total inventory $189,109 $ 165,336

Raw materials consist primarily of barite, chemicals, and other additives that are consumed in the production of our
drilling fluid systems. Our blended drilling fluids components consist of base drilling fluid systems that have been
either mixed internally at our mixing plants or purchased from third-party vendors. These base drilling fluid systems
require raw materials to be added, as needed to meet specified customer requirements. As described in Note 1, the
adoption of the new revenue recognition guidance resulted in a $5.5 million increase in inventories as of January 1,
2018.

Note 6 — Financing Arrangements and Fair Value of Financial Instruments

Financing arrangements consisted of the following:

March 31, 2018

December 31, 2017

Unamortized Unamortized
Principal Discount Discount
(In thousands) and Debt Total Debt and Debt Total Debt
Amount
Issuance Issuance
Costs Costs
2021 Convertible Notes $100,000 $ (21,465 ) $78,535 $(22,643 ) $77,357
ABL Facility 107,100 — 107,100 — 81,600
Other debt 1,391 — 1,391 — 1,518
Total debt 208,491 (21,465 ) 187,026 (22,643 ) 160,475
Less: current portion (1,391 ) — (1,391 ) — (1,518 )

Long-term debt

$207,100 $ (21,465 ) $185,635 $181,600 $ (22,643 ) $158,957

2021 Convertible Notes. In December 2016, we issued $100.0 million of unsecured convertible senior notes (“2021
Convertible Notes”) that mature on December 1, 2021, unless earlier converted by the holders pursuant to the terms of
the notes. The notes bear interest at a rate of 4.0% per year, payable semiannually in arrears on June 1 and December

1 of each year.
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Holders may convert the notes at their option at any time prior to the close of business on the business day
immediately preceding June 1, 2021, only under the following circumstances:

during any calendar quarter commencing after the calendar quarter ending on March 31, 2017 (and only during such
calendar quarter), if the last reported sale price of our common stock for at least 20 trading days (regardless of
whether consecutive) during a period of 30 consecutive trading days ending on the last trading day of the immediately
preceding calendar quarter is greater than or equal to 130% of the conversion price of the notes in effect on each
applicable trading day;

during the five business day period after any five consecutive trading day period in which the trading price per $1,000
principal amount of notes for each trading day was less than 98% of the last reported sale price of our common stock
on such date multiplied by the conversion rate on each such trading day; or

upon the occurrence of specified corporate events, as described in the indenture governing the notes, such as a
consolidation, merger, or share exchange.

On or after June 1, 2021 until the close of business on the business day immediately preceding the maturity date,
holders may convert their notes at any time, regardless of whether any of the foregoing conditions have been satisfied.
As of April 26, 2018, the notes were not convertible.

The notes are convertible into, at our election, cash, shares of common stock, or a combination of both, subject to
satisfaction of specified conditions and during specified periods, as described above. If converted, we currently intend
to pay cash for the principal amount of the notes converted. The conversion rate is initially 107.1381 shares of our
common stock per $1,000 principal amount of notes (equivalent to an initial conversion price of $9.33 per share of
common stock), subject to adjustment in certain circumstances. We may not redeem the notes prior to their maturity
date.

In accordance with accounting guidance for convertible debt with a cash conversion option, we separately accounted
for the debt and equity components of the notes in a manner that reflected our estimated nonconvertible debt
borrowing rate. As of March 31, 2018, the carrying amount of the debt component was $78.5 million, which is net of
the unamortized debt discount and issuance costs of $19.3 million and $2.1 million, respectively. Including the impact
of the debt discount and related deferred debt issuance costs, the effective interest rate on the notes is approximately
11.3%.

Asset-Based Loan Facility. In May 2016, we entered into an asset-based revolving credit agreement which replaced
our previous credit agreement. In October 2017, we entered into an Amended and Restated Credit Agreement (as
amended, the "ABL Facility") which amended and restated the prior asset-based revolving credit agreement. The ABL
Facility provides financing of up to $150.0 million available for borrowings (inclusive of letters of credit) and can be
increased up to a maximum capacity of $225.0 million, subject to certain conditions. As of March 31, 2018, our total
borrowing base availability under the ABL Facility was $150.0 million, of which $107.1 million was drawn, resulting
in remaining availability of $42.9 million.

The ABL Facility terminates on October 17, 2022; however, the ABL Facility has a springing maturity date that will
accelerate the maturity of the ABL Facility to September 1, 2021 if, prior to such date, the 2021 Convertible Notes
have not either been repurchased, redeemed, converted or we have not provided sufficient funds to repay the 2021
Convertible Notes in full on their maturity date. For this purpose, funds may be provided in cash to an escrow agent or
a combination of cash to an escrow agent and the assignment of a portion of availability under the ABL Facility. The
ABL Facility requires compliance with a minimum fixed charge coverage ratio and minimum unused availability of
$25.0 million to utilize borrowings or assignment of availability under the ABL Facility towards funding the
repayment of the 2021 Convertible Notes.

Borrowing availability under the ABL Facility is calculated based on eligible accounts receivable, inventory, and,
subject to satisfaction of certain financial covenants as described below, composite mats included in the rental fleet,
net of reserves and limits on such assets included in the borrowing base calculation. To the extent pledged by us, the
borrowing base calculation shall also include the amount of eligible pledged cash. The lender may establish such
reserves, in part based on appraisals of the asset base, and other limits at its discretion which could reduce the amounts
otherwise available under the ABL Facility. Availability associated with eligible rental mats will also be subject to
maintaining a minimum consolidated fixed charge coverage ratio and a minimum level of operating income for the
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Mats and Integrated Services segment.

Under the terms of the ABL Facility, we may elect to borrow at a variable interest rate plus an applicable margin
based on either, (1) LIBOR subject to a floor of zero or (2) a base rate equal to the highest of: (a) the federal funds rate
plus 50 basis points, (b) the prime rate of Bank of America, N.A. or (c) LIBOR, subject to a floor of zero, plus 100
basis points. The applicable margin ranges from 175 to 275 basis points for LIBOR borrowings, and 75 to 175 basis
points for base rate borrowings, based on the ratio of debt to consolidated EBITDA as defined in the ABL Facility. As
of March 31, 2018, the applicable margin for borrowings under our ABL Facility was 200 basis points with respect to
LIBOR borrowings and 100 basis points with respect to base rate borrowings. The weighted average interest rate for
the ABL Facility was 3.8% at March 31, 2018. In addition, we are required to pay a commitment fee on the unused
portion of the ABL Facility ranging from 25 to 37.5 basis points, based on the ratio of debt
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to consolidated EBITDA, as defined in the ABL Facility. The applicable commitment fee as of March 31, 2018 was
37.5 basis points.

The ABL Facility is a senior secured obligation, secured by first liens on all of our U.S. tangible and intangible assets
and a portion of the capital stock of our non-U.S. subsidiaries has also been pledged as collateral. The ABL Facility
contains customary operating covenants and certain restrictions including, among other things, the incurrence of
additional debt, liens, dividends, asset sales, investments, mergers, acquisitions, affiliate transactions, stock
repurchases and other restricted payments. The ABL Facility also requires compliance with a fixed charge coverage
ratio if availability under the ABL Facility falls below $22.5 million. In addition, the ABL Facility contains customary
events of default, including, without limitation, a failure to make payments under the facility, acceleration of more
than $25.0 million of other indebtedness, certain bankruptcy events and certain change of control events.

Other Debt. Our foreign subsidiaries in Italy, India and Canada maintain local credit arrangements consisting
primarily of lines of credit which are renewed on an annual basis. We utilize local financing arrangements in our
foreign operations in order to provide short-term local liquidity needs. Advances under these short-term credit
arrangements are typically based on a percentage of the subsidiary’s accounts receivable or firm contracts with certain
customers. We had $1.4 million and $1.0 million, respectively, outstanding under these arrangements at March 31,
2018 and December 31, 2017.

At March 31, 2018, we had letters of credit issued and outstanding of $5.9 million that are collateralized by $6.6
million in restricted cash. Additionally, our foreign operations had $21.5 million outstanding in letters of credit and
other guarantees, primarily issued under the line of credit in Italy as well as certain letters of credit that are
collateralized by $1.5 million in restricted cash.

Our financial instruments include cash and cash equivalents, receivables, payables and debt. We believe the carrying
values of these instruments, with the exception of our 2021 Convertible Notes, approximated their fair values at
March 31, 2018 and December 31, 2017. The estimated fair value of our 2021 Convertible Notes was $119.3 million
at March 31, 2018 and $127.3 million at December 31, 2017, based on quoted market prices at these respective dates.
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Note 7 — Income Taxes

The U.S. Tax Cuts and Jobs Act (“Tax Act”) was enacted on December 22, 2017 resulting in broad and complex
changes to U.S. income tax law. The Tax Act includes a one-time transition tax in 2017 on accumulated foreign
subsidiary earnings not previously subject to U.S. income tax, reduces the U.S. corporate statutory tax rate from 35%
to 21% effective January 1, 2018, generally eliminates U.S. federal income tax on dividends from foreign subsidiaries,
creates new tax on certain foreign-sourced earnings, makes other changes to limit certain deductions and changes rules
on how certain tax credits and net operating loss carryforwards can be utilized. Due to the timing of the enactment and
the complexity involved in applying the provisions of the Tax Act, we made reasonable estimates of the effects and
recorded provisional amounts in our 2017 financial statements. As we finalize the necessary data, and interpret the
Tax Act and any additional guidance issued by the U.S. Treasury Department, the United States Internal Revenue
Service (“IRS”), or other standard-setting bodies, we may make adjustments to these provisional amounts during 2018.
Provisional amounts for the following income tax effects of the Tax Act were recorded as of December 31, 2017 and
are subject to change during 2018. We have not made any significant measurement-period adjustments related to these
items during the first quarter of 2018. However, we are continuing to gather additional information to complete our
accounting for these items and may make adjustments to the provisional amounts during 2018.

One-time transition tax

The Tax Act requires us to pay U.S. income taxes on accumulated foreign subsidiary earnings not previously subject
to U.S. income tax at a rate of 15.5% to the extent of foreign cash and certain other net current assets and 8% on the
remaining earnings. We recorded a provisional amount in 2017 for our one-time transitional tax liability and income
tax expense of $6.9 million based on estimates of the effects of the Tax Act. We continue to analyze the significant
data from our foreign subsidiaries in connection with the completion of our 2017 income tax returns.

Taxes on repatriation of foreign earnings

Prior to the Tax Act, we considered the unremitted earnings in our non-US subsidiaries held directly by a U.S. parent
to be indefinitely reinvested and, accordingly, had not provided any deferred income taxes. As a result of the Tax Act,
we now intend to pursue repatriation of unremitted earnings in our non-US subsidiaries held directly by a U.S. parent
to the extent that such earnings have been included in the one-time transition tax discussed above, and subject to cash
requirements to support the strategic objectives of the non-US subsidiary. As such, we recorded a provisional amount
of $7.0 million in 2017 for the estimated liability and income tax expense for any U.S. federal or state income taxes or
additional foreign withholding taxes related to repatriation of such earnings. In addition, in 2017 we recognized
certain foreign tax credits of $5.5 million in the U.S. related to the provisional accounting for taxes on repatriation of
foreign earnings, however, we also recognized a full valuation allowance related to such tax assets as it is more likely
than not that these assets will not be realized. The provisional amounts recorded in 2017 may change as we finalize
the analysis of these items during 2018.

In 2018, our income tax provision includes the estimated liability and income tax expense for any U.S. federal or state
income taxes from the new tax on certain foreign-sourced earnings as well as any additional foreign withholding taxes
related to future repatriation of current year earnings in our non-US subsidiaries held directly by a U.S. parent.
Deferred tax effects

The Tax Act reduced the U.S. corporate statutory tax rate from 35% to 21% for years after 2017. Accordingly, we
remeasured our U.S. net deferred tax liabilities as of December 31, 2017 to reflect the reduced rate that will apply in
future periods when those deferred taxes are settled or realized. We recognized a provisional deferred tax benefit in
2017 of $17.4 million to reflect the reduced U.S. tax rate on our estimated U.S. net deferred tax liabilities. Although
the tax rate reduction is known, we have not completed our analysis of the effect of the Tax Act on the underlying
deferred taxes for the items discussed above, and as such, the amounts recorded as of December 31, 2017 are
provisional.

The net tax benefit recognized in 2017 related to the Tax Act was $3.4 million. As we complete our analysis of the
Tax Act and incorporate additional guidance that may be issued by the U.S. Treasury Department, the IRS or other
standard-setting bodies, we may identify additional effects not reflected as of December 31, 2017. Those adjustments
may materially impact our provision for income taxes and effective tax rate in the period in which the adjustments are
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made. The accounting for the tax effects of the Tax Act will be completed in 2018.

The provision for income taxes was $3.1 million for the first quarter of 2018 compared to $1.1 million for the first
quarter of 2017. The impact of the Tax Act on our effective tax rate in future periods will depend in large part on the
relative contribution of our domestic earnings and finalization of the provisional accounting for the Tax Act in 2018.
The 2017 effective tax rate was
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negatively impacted by pre-tax losses in certain international jurisdictions, most notably Australia, and non-deductible
expenses relative to the amount of pre-tax income.

We file income tax returns in the United States and several non-U.S. jurisdictions and are subject to examination in
the various jurisdictions in which we file. We are no longer subject to income tax examinations for U.S. federal and
substantially all state jurisdictions for years prior to 2012 and for substantially all foreign jurisdictions for years prior
to 2008. We are currently under examination by the United States federal tax authorities for tax years 2014 and 2015.
During the second quarter of 2017, we received a Revenue Agent Report from the IRS disallowing a deduction
claimed on our 2015 tax return associated with the forgiveness of certain inter-company balances due from our
Brazilian subsidiary and assessing tax due of approximately $3.9 million. We submitted our response to the IRS in the
third quarter of 2017, with the tax appeals process scheduled to begin in June 2018. We believe our tax position is
properly reported in accordance with applicable U.S. tax laws and regulations and intend to vigorously defend our
position through the tax appeals process.

Following an audit in 2015, the treasury authority in Mexico issued a tax assessment (inclusive of interest and
penalties) in the amount of 60 million Pesos (approximately $3.3 million) to our Mexico subsidiary primarily in
connection with the export of mats from Mexico which took place in 2010. The mats that are the subject of this
assessment were owned by a U.S. subsidiary and leased to our Mexico subsidiary for matting projects in the Mexican
market. In 2010, we made the decision to move these mats out of Mexico to markets with higher demand. The
Mexican treasury authority determined the export of the mats was the equivalent of a sale, and assessed taxes on the
gross declared value of the exported mats. We retained outside legal counsel and filed administrative appeals with the
treasury authority, but we were notified on April 13, 2018, that the last administrative appeal had been rejected. We
plan to file an appeal in the Tax Court, which will require that we post a bond in the amount of the assessed taxes
(plus additional interest and penalties). We are in the process of preparing the appeal and securing the bond. We
believe our tax position is properly reported in accordance with applicable tax laws and regulations in Mexico and
intend to vigorously defend our position through the tax appeals process.

We are also under examination by various tax authorities in other countries, and certain foreign jurisdictions have
challenged the amounts of taxes due for certain tax periods. These audits are in various stages of completion. We fully
cooperate with all audits, but defend existing positions vigorously. We evaluate the potential exposure associated with
various filing positions and record a liability for tax contingencies as circumstances warrant. Although we believe all
tax positions are reasonable and properly reported in accordance with applicable tax laws and regulations in effect
during the periods involved, the final determination of tax audits and any related litigation could be materially
different than that which is reflected in historical income tax provisions and tax contingency accruals.

Note 8 — Commitments and Contingencies

In the ordinary course of conducting our business, we become involved in litigation and other claims from private
party actions, as well as judicial and administrative proceedings involving governmental authorities at the federal,
state and local levels. While the outcome of litigation or other proceedings against us cannot be predicted with
certainty, management does not consider it reasonably possible that a loss resulting from such litigation or other
proceedings, in excess of any amounts accrued or covered by insurance, has been incurred that is expected to have a
mate