
FOURTH QUARTER AND FULL YEAR 2020

SUPPLEMENTAL EARNINGS INFORMATION

dril-quip.com | NYSE: DRQ



Forward-Looking Statements

The information furnished in this presentation contains “forward-looking statements” within the meaning of the federal securities laws.  Forward-looking statements include, but are not limited to, the effects of the COVID-19 pandemic, and the 

effects of actions taken by third parties including, but not limited to, governmental authorities, customers, contractors and suppliers, in response to the COVID-19 pandemic, the impact of actions taken by the Organization of Petroleum 

Exporting Countries (OPEC) and non-OPEC nations to adjust their production levels, the general volatility of oil and natural gas prices and cyclicality of the oil and gas industry, declines in investor and lender sentiment with respect to, and new 

capital investments in, the oil and gas industry, project terminations, suspensions or scope adjustments to contracts, uncertainties regarding the effects of new governmental regulations, the Company’s international operations, operating risks, 

the impact of our customers and the global energy sector shifting some of their asset allocation from fossil-fuel production to renewable energy resources, goals, projections, estimates, expectations, market outlook, forecasts, plans and 

objectives, including revenue and new product revenue, capital expenditures and other projections, project bookings, bidding and service activity, acquisition opportunities, forecasted supply and demand, forecasted drilling activity and subsea 

investment, liquidity, cost savings, and share repurchases and are based on assumptions, estimates and risk analysis made by management of Dril-Quip, Inc. (“Dril-Quip”) in light of its experience and perception of historical trends, current 

conditions, expected future developments and other factors.  No assurance can be given that actual future results will not differ materially from those contained in the forward-looking statements in this presentation.

Although Dril-Quip believes that all such statements contained in this presentation are based on reasonable assumptions, there are numerous variables of an unpredictable nature or outside of Dril-Quip’s control that could affect Dril-Quip’s 

future results and the value of its shares.  Each investor must assess and bear the risk of uncertainty inherent in the forward-looking statements contained in this presentation.  

Please refer to Dril-Quip’s filings with the Securities and Exchange Commission (“SEC”) for additional discussion of risks and uncertainties that may affect Dril-Quip’s actual future results.  Dril-Quip undertakes no obligation to update the 

forward-looking statements contained herein.

Use of Non-GAAP Financial Measures

Adjusted Net Income, Adjusted Diluted EPS, Adjusted EBITDA and Free Cash Flow are non-GAAP measures. Adjusted Net Income and Adjusted Diluted EPS are defined as net income (loss) and earnings per share, respectively, excluding the 

impact of foreign currency gains or losses as well as other significant non-cash items and certain charges and credits. Adjusted EBITDA is defined as net income excluding income taxes, interest income and expense, depreciation and 

amortization expense, non-cash gains or losses from foreign currency exchange rate changes as well as other significant non-cash items and items that can be considered non-recurring. Free Cash Flow is defined as net cash provided by 

operating activities less net cash used in the purchase of property, plant and equipment.  We believe that these non-GAAP measures enable us to evaluate and compare more effectively the results of our operations period over period and 

identify operating trends by removing the effect of our capital structure from our operating structure and certain other items including those that affect the comparability of operating results.  In addition, we believe that these measures are 

supplemental measurement tools used by analysts and investors to help evaluate overall operating performance, ability to pursue and service possible debt opportunities and make future capital expenditures. These measures do not represent 

funds available for our discretionary use and are not intended to represent or to be used as a substitute for net income or net cash provided by operating activities, as measured under U.S. generally accepted accounting principles 

(“GAAP”). Non-GAAP financial information supplements should be read together with, and is not an alternative or substitute for, our financial results reported in accordance with GAAP. Because non-GAAP financial information is not 

standardized, it may not be possible to compare these financial measures with other companies’ non-GAAP financial measures.  Reconciliations of these non-GAAP measures to the most directly comparable GAAP measure can be found in the 

appendix.

Use of Website

Investors should note that Dril-Quip announces material financial information in SEC filings, press releases and public conference calls.  Dril-Quip may use the Investors section of its website (www.dril-quip.com) to communicate with investors.  

It is possible that the financial and other information posted there could be deemed to be material information. Information on Dril-Quip’s website is not part of this presentation.

CAUTIONARY STATEMENT
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http://www.dril-quip.com/
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Leading Manufacturer of Highly Engineered 

Drilling & Production Equipment

Technically Innovative Products & 

First-class Service

Strong Financial Position

Historically Superior Margins to Peers

Results Driven Management Team

DRIL-QUIP
INVESTMENT
HIGHLIGHTS



PRODUCTS & SERVICES
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Product & Service Revenue Segments*

SUBSEA EQUIPMENT

SURFACE EQUIPMENT

DOWNHOLE TOOLS

OFFSHORE RIG EQUIPMENT

AFTERMARKET SERVICES

28%

Eastern HemisphereWestern Hemisphere Asia Pacific

59%
55%

62%

27%
21%

11%
17% 20%

Surface

59%

Subsea Offshore RigAftermarket* Downhole Tools

57%54%

31%
27% 29%

8% 7% 8% 5% 5% 3% 1% 2% 3%

2018 20202019

2018 2019 2020

Geographic Revenue Segments

*Aftermarket revenue includes Services and Leasing revenue from Subsea and Downhole Tools businesses 



GLOBAL MARKET ENVIRONMENT

4Source: Rystad Energy, Evercore ISI, McKinsey Energy Insights & DRQ Internal Estimates

Pandemic Impact Delaying Market Recovery

• The COVID-19 pandemic has had a 

significant impact on the timing of 

oil and gas investment

• Oil and gas development and 

capital investment not expected to 

reach 2019 level until after 2025

• Majority of investment expected to 

be biased toward development 

rather than exploratory programs

• Slow recovery requires leaner 

operating and support structure to 

achieve profitability
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Development and maintenance capex in crude and 
condensate production, $ billions



ADJUSTED EBITDA PROGRESSION
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$17 

$54 

$32 

20192018 2020

$46

$15
+209%

-41%

2018 2019 2020

$385
$415

$365

+8%

-12%

Cost Savings Helping to Mitigate Activity Declines

Yearly
(USD$ millions)

Note: Sum of components may not foot due to rounding. Adjusted EBITDA is a non-GAAP measure. See 

appendix for reconciliation to GAAP measure.

(USD$ millions)

$96 $90 $91 $87 

Revenue

Q3 ’20Q1 ’20 Q2 ’20 Q4 ’20

-6% +1% -4%

Quarterly 

$6 $6
$10 $9

$13

Q2 ’20

$4$4

Q3 ’20Q1 ’20

$3 $4

Q4 ’20

A. EBITDA

$10 $10

$13

-11%
-6%

+68%

Estimated cost impact of reduced production output and 

service delays from COVID-19
2020 Decremental Margin: 44%



Q4 2020 HIGHLIGHTS
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• Delivered fourth quarter revenue of $87.2 million despite significant disruptions to 

operations and timing of deliveries from pandemic related impacts; 

• Recorded a net loss of $11.3 million, or $0.33 per share, in the fourth quarter of 2020

• Generated adjusted EBITDA of $9.0 million, or 10.4% of revenue, in the fourth quarter of 

2020 

• Reported net cash used by operating activities of $16.8 million in the fourth quarter of 

2020 

• Free cash flow in the quarter was negative $18.5 million, inclusive of $1.7 million of capital 

expenditures, for the fourth quarter of 2020 

• Expect approximately $10 million in additional annualized cost savings in 2021, of which $5 

million is expected to be realized during the year

Adjusted EBITDA and free cash flow are non-GAAP measures. See appendix for reconciliation to GAAP measures.



2020 ACCOMPLISHMENTS
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• Generated $365.0 million of revenue and $31.7 million of adjusted EBITDA in 2020 despite 

headwinds to manufacturing productivity and service operations caused by the global pandemic 

and the related commodity demand decline

• Presented with a “Spotlight on New Technology Award” by the 2020 Offshore Technology 

Conference for the VXTe™ vertical subsea tree system 

• Announced strategic collaboration agreement with Proserv for the manufacture and supply of 

subsea control systems

• Completed 2020 cost saving initiatives, resulting in total annualized cost savings of approximately 

$20 million 

• Maintained clean balance sheet with no debt and cash on hand of $346.0 million as of 12/31/2020

• Repurchased approximately $25.0 million, or 808,000, of Company shares during 2020  

Adjusted EBITDA is a non-GAAP measures. See appendix for reconciliation to GAAP measure.



MANAGING OUR COST STRUCTURE
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• Completed $20 million annualized cost 

saving actions in Q4 2020

• Productivity initiatives driving 

approximately $5 million of savings in 

2021 and $10 million annualized

• Majority of savings part of 

manufacturing and supply chain 

enhancements​

• Cumulative cost savings of ~$80 million 

annualized since 2018

Executed and Expected
Cumulative Annualized Cost Savings ($M)

Further cost actions planned for 2021 in response to market conditions 

$16 $16

$52

$72$36

$20

Exit 2021E20202018

$82

2019

$10

$52

2021E

$72

$82

Executed in  2020

Planned in 2021



COMMERCIAL UPDATE
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• Backlog of $196 million as of 12/31/2020 after 

recording $36 million of product bookings in 

Q4 2020 and $182 million for the full year 2020

• Bookings outlook for 2021 expected to be in 

the $40M to $60M range per quarter and 

increase modestly from 2020 levels

• Customers looking for stability in commodity 

prices and regulatory environment prior to 

committing to placing orders

• Early positive feedback on peer-to-peer 

collaboration efforts for supply arrangements 

on wellhead and connectors  

• Downhole Tools business seeing an increase in 

growth opportunities in Latin America and 

Middle East

$207

$270 $273

$196

YE 2020YE 2017 YE 2018 YE 2019

Historical Backlog Trends ($M)

Backlog



2021 STRATEGIC GROWTH PILLARS
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Peer-to-Peer Collaboration

• Explore collaborations to expand market access for technology in 
wellheads, connectors and SPS

Downhole Tool target market expansion

• Middle East, Latin America and underrepresented Deepwater 
growth potential

Expansion of Power of e Series Technology

• Lower costs and carbon footprint by reducing rig time and 
materials



IMPROVE FREE CASH FLOW YIELD
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Inventory Reduction Plan

• Dedicated resources to identifying material substitutions and 
supplier buy-backs

Order-to-Cash Improvement

• Reduce days to invoice and increase unbilled conversion

Drive Productivity Initiatives through LEAN

• Increase use of outsourcing in downhole tools product line



STRATEGY FOR MANAGING THE CURRENT ENVIRONMENT
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Resource Planning / 
Manage Costs

Flex Center of 
Excellence 

Manufacturing Output  

Monitor Leading 
Indicators

Working Capital 
Management

Focus on 
Cash Flow

Maintaining Strong Balance Sheet is a Key Priority



FOCUS ON SUSTAINABILITY – GREEN BY DESIGN

• Marketing campaign highlighting benefits 

of using “e Series” of products to lower 

carbon footprint

• Working with customers to help meet their 

carbon reduction objectives

– Reduce rig days

– Reduce materials

– Improve operational reliability and safety

• Exploring ways to work with customers on 

their energy transition plans

– Carbon capture and storage 

– Geothermal 

13



LOOKING FORWARD
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2021 Revenue:

Flat to Slightly Down 
from 2020 

2021Product Bookings 
(per quarter):

$40 - $60 million

2021 Estimated 
Capex of 

$15M to $17M

2021 Productivity 
Initiatives driving ~$5 
million of savings, $10 

million annualized

Targeting 

2021 Free Cash Flow 
Margin of ~5%

Execute on 2021 
Strategic Growth 

Pillars
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OPTIMIZING OPERATIONAL FOOTPRINT

Executed Sales from 2018 through 2020 

• Six facilities sold for a total of approximately $12M

Potential Additional Sales in 2021 Currently Listed

• Three facilities currently for sale with estimated value 
of $5 to $6 million

16

Taking steps to further consolidate footprint to improve operational efficiency

Facilities sold

Facilities for sale

Singapore



CAPITAL EXPENDITURES
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Growth 
$3 - $4
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$15 - $17

Increase in capital expenditures in 2021 driven by manufacturing 

equipment upgrades and downhole tools growth
Note: Sum of components may not foot due to rounding.

Facilities Rental Tools Mach. & Equip. Other

$ Millions



Ticker

Share Price (at close: 2/24/21)

52-Week Range

Performance:
DRQ OSX SPX

Since Q3 Filing (11/30/20) 30% 45% 8%

Year-to-Date 24% 29% 5%

NYSE: DRQ

$36.85

$22.25 - $48.39

MARKET INFORMATION

MARKET PERFORMANCE

18Source: FactSet, Market data as of 8/7/2020

Balance Sheet Strength and Backlog Supporting Share Price Relative to OSX



INCOME STATEMENT
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Dril-Quip, Inc.

Comparative Condensed Consolidated Income Statement

(Unaudited)

December 31, 2020 September 30, 2020 December 31, 2020 December 31, 2019

Revenues:

Products 61,692$                                66,451$                                258,834$                              303,279$                              

Services 18,235                                   17,778                                   75,577                                   72,018                                   

Leasing 7,307                                     7,066                                     30,562                                   39,509                                   

Total revenues 87,234                                   91,295                                   364,973                                414,806                                

Costs and expenses:

Cost of sales 64,136                                   67,211                                   269,698                                295,007                                

Selling, general and administrative 26,235                                   20,843                                   95,057                                   98,412                                   

Engineering and product development 4,038                                     3,983                                     18,920                                   17,329                                   

Impairment -                                             -                                             7,719                                     -                                             

Restructuring and other charges 478                                         602 35,380                                   4,396                                     

(Gain) loss on sale of assets (49)                                         14                                          (587)                                       (1,511)                                    

Foreign currency transaction (gains) and losses 4,024                                     746                                        2,345                                     (1,630)                                    

Total costs and expenses 98,862                                   93,399                                   428,532                                412,003                                

Operating income (loss) (11,628)                                 (2,104)                                    (63,559)                                 2,803                                     

Interest income 83                                          188                                        2,131                                     7,940                                     

Interest expense (83)                                         (138)                                       (621)                                        (314)

Income tax provision (benefit) (374)                                       (16,380)                                 (31,281)                                 8,709                                     

Net income (loss) (11,254)$                               14,326$                                (30,768)$                               1,720$                                   

Earnings (loss) per share:         

Basic (0.33)$                                    0.41$                                     (0.87)$                                    0.05$                                     

Diluted (0.33)$                                    0.41$                                     (0.87)$                                    0.05$                                     

Depreciation and amortization 7,668$                                   7,908$                                   32,389$                                34,020$                                

Capital expenditures 1,700$                                   1,925$                                   11,943$                                11,501$                                

Weighted Average Shares Outstanding:

Basic 35,276                                   35,049                                   35,260                                   35,839                                   

Diluted 35,276                                   35,249                                   35,260                                   36,152                                   

(In thousands, except per share data)

Three months ended Twelve months ended



BALANCE SHEET
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December 31, 2020 September 30, 2020 December 31, 2019

Assets:

Cash and cash equivalents 345,955$                              359,171$                              398,946$                              

Other current assets 517,238                                503,831                                481,543                                

PP&E, net 234,823                                239,591                                258,497                                

Other assets 53,156                                   56,946                                   67,579                                   

Total assets 1,151,172$                           1,159,539$                           1,206,565$                           

Liabilities and Equity:

Current liabilities 85,512$                                100,982$                              96,940$                                

Deferred Income taxes 6,779                                     3,657                                     4,150                                     

Other long-term liabilities 17,353                                   17,338                                   14,774                                   

Total liabilities 109,644                                121,977                                115,864                                

Total stockholders equity 1,041,528                             1,037,562                             1,090,701                             

Total liabilities and equity 1,151,172$                           1,159,539$                           1,206,565$                           

Dril-Quip, Inc.

Comparative Condensed Consolidated Balance Sheets

(Unaudited)

(In thousands)



NON-GAAP FINANCIAL MEASURES
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Adjusted Net Income and EPS:

Effect on

net income

(after-tax)

Impact on

diluted

earnings

per share

Effect on

net income

(after-tax)

Impact on

diluted

earnings

per share

Effect on

net income

(after-tax)

Impact on

diluted

earnings

per share

Net income (loss) (11,254)$                 (0.33)$                      14,326$                  0.41$                       7,400$                     0.21$                       

Adjustments (after tax):

Reverse the effect of foreign currency 3,179                       0.09                         589                          0.02                         355                          0.01                         

Restructuring costs, including severance 4,407                       0.12                         476                          0.01                         344                          0.01                         

(Gain) loss on sale of assets (39)                           -                          11                            -                          (22)                           -                          

Adjusted net income (loss) (3,707)$                   (0.12)$                      15,402$                  0.44$                       8,077$                     0.23$                       

Three months ended

(In thousands, except per share amounts)

December 31, 2020 September 30, 2020 December 31, 2019



NON-GAAP FINANCIAL MEASURES
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Adjusted Net Income and EPS:

Effect on

net income

(after-tax)

Impact on

diluted

earnings

per share

Effect on

net income

(after-tax)

Impact on

diluted

earnings

per share

Effect on

net income

(after-tax)

Impact on

diluted

earnings

per share

Net income (loss) (30,768)$                 (0.87)$                      1,720$                     0.05$                       (95,695)$                 (2.58)$                      

Adjustments (after tax):

Reverse the effect of foreign currency 1,853                       0.05                         (1,287)                      (0.04)                        (796)                         (0.02)                        

Add back impairment 6,098                       0.17                         -                               -                          67,569                     1.82                         

Restructuring costs, including severance 31,979                     0.91                         3,473                       0.10                         10,326                     0.28                         

Gain on sale of assets (464)                         (0.01)                        (1,194)                      (0.03)                        (4,896)                      (0.13)                        

Adjusted net income (loss) 8,698$                     0.25$                       2,712$                     0.08$                       (23,491)$                 (0.63)$                      

Twelve months ended December 31,

2020 2019 2018

(In thousands, except per share amounts)



NON-GAAP FINANCIAL MEASURES
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Adjusted EBITDA:

December 31, 2020 September 30, 2020 December 31, 2019

Net income (loss) (11,254)$                               14,326$                                7,400$                                   

Add:

Interest income, (net) (1)                                           (50)                                         (1,181)                                    

Income tax benefit (373)                                       (16,380)                                 (155)                                       

Depreciation and amortization expense 7,668                                     7,908                                     8,865                                     

Restructuring costs, including severance 5,578                                     602                                        435                                        

(Gain) loss on sale of assets (49)                                         14                                          (28)                                         

Foreign currency loss 4,024                                     746                                        449                                        

Stock compensation expense 3,453                                     3,003                                     (25)                                         

Adjusted EBITDA 9,046$                                   10,169$                                15,760$                                

(In thousands)

Three months ended



NON-GAAP FINANCIAL MEASURES
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Adjusted EBITDA:

December 31, 2020 December 31, 2019 December 31, 2018

Net income (loss) (30,768)$                               1,720$                                   (95,695)$                               

Add:

Interest income, (net) (1,510)                                    (7,626)                                    (7,749)                                    

Income tax expense (benefit) (31,281)                                 8,709                                     (19,294)                                 

Depreciation and amortization expense 32,389                                   34,020                                   35,312                                   

Impairment 7,719                                     4,396                                     13,071                                   

Restructuring costs, including severance 40,480                                   -                                             85,531                                   

Gain on sale of assets (587)                                       (1,511)                                    (6,198)                                    

Foreign currency loss (gain) 2,345                                     (1,630)                                    (1,007)                                    

Stock compensation expense 12,914                                   15,721                                   13,459                                   

Adjusted EBITDA 31,701$                                53,799$                                17,430$                                

Year ended

(In thousands)



NON-GAAP FINANCIAL MEASURES
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Free Cash Flow:

December 31, 2020 September 30, 2020 December 31, 2019

Net cash provided by (used in) operating activities (16,786)$                               13,889$                                8,054$                                   

Less:

Purchase of property, plant and equipment (1,700)                                    (1,925)                                    (2,881)                                    

Free cash flow (18,486)$                               11,964$                                5,173$                                   

Free Cash Flow:

2020 2019 2018

Net cash provided by (used in) operating activities (21,088)$                               14,678$                                45,503$                                

Less:

Purchase of property, plant and equipment (11,943)                                 (11,501)                                 (32,061)                                 

Free cash flow (33,031)$                               3,177$                                   13,442$                                

(In thousands)

Three months ended

Year ended December 31,

(In thousands)



FINANCIAL METRIC DEFINITIONS
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• Market Capitalization = Share Price x Total Shares Outstanding

• Enterprise Value = Market Capitalization + Debt – Cash and Cash Equivalents

• Non-cash Working Capital = (Current Assets – Cash) – Current Liabilities

• Book Value / Share = Total Shareholders’ Equity / Total Shares Outstanding

• Cash / Share = Cash & Cash Equivalents / Total Shares Outstanding

• Non-cash Working Capital (WC) / Share = Noncash Working Capital / Total Shares Outstanding

• Total Debt / Capitalization = Total Debt (Short-term + Long-term) / (Total Debt + Total Shareholders’ Equity)


