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PARTI

This Annual Report on Form 10-K contains certain “forward-looking statements” within the meaning of Section 27A of
the Securities Act of 1933(the Securities Act) and Section 21E of the Securities Exchange Act of 1934 (the Exchange
Act). Actual results could differ materially from those projected in the forward-looking statements as a result of a
number of important factors. For a discussion of known material factors that could affect our results, please refer to
“Part I, Item 1. Business,” “Part I, Item 1A. Risk Factors,” “Part II, Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations” and “Part II, Item 7A. Quantitative and Qualitative Disclosures about
Market Risk” below.

Cautionary Statement Regarding Forward-Looking Statements

We include the following cautionary statement to take advantage of the "safe harbor" provisions of the Private
Securities Litigation Reform Act of 1995 for any "forward-looking statement" made by us, or on our behalf. The
factors identified in this cautionary statement are important factors (but not necessarily all of the important factors)
that could cause actual results to differ materially from those expressed in any forward-looking statement made by us,
or on our behalf. You can typically identify "forward-looking statements" by the use of forward-looking words such as
"may," "will," "could," "project,"” "believe," "anticipate," "expect," "estimate," "potential,” "plan," "forecast,"
“proposed,” “should,” “seek,” and other similar words. All statements other than statements of historical facts contained in
this Annual Report on Form 10-K, including statements regarding our future financial position, budgets, capital
expenditures, projected costs, plans and objectives of management for future operations and possible future strategic
transactions, are forward-looking statements. Where any such forward-looking statement includes a statement of the
assumptions or bases underlying such forward-looking statement, we caution that, while we believe such assumptions
or bases to be reasonable and make them in good faith, assumed facts or bases almost always vary from actual results.
The differences between assumed facts or bases and actual results can be material, depending upon the circumstances.

non non non non

In any forward-looking statement where we or our management express an expectation or belief as to the future
results, such expectation or belief is expressed in good faith and believed to have a reasonable basis. However, there
can be no assurance that the statement of expectation or belief will result or be achieved or accomplished. Taking this
into account, the following are identified as important factors that could cause actual results to differ materially from
those expressed in any forward-looking statement made by, or on behalf of, our company;
o the level of demand for and supply of oil and natural gas;
° fluctuations in the current and future prices of oil and natural gas;
o the level of activity and developments in the Canadian oil sands;
. the level of drilling and completion activity;
. the level of mining activity in Australia and demand for coal from Australian exports;
. the level of offshore oil and natural gas developmental activities;
. general economic conditions and the pace of recovery from the recent recession;

° our ability to find and retain skilled personnel;

o the availability and cost of capital; and
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o the other factors identified in “Part I, 1A. "Risks Factors."

These factors are not necessarily all of the important factors that could cause actual results to differ materially from
those expressed in any of our forward-looking statements. Readers are cautioned not to place undue reliance on
forward-looking statements, which speak only as of the date hereof. We undertake no responsibility to publicly
release the result of any revision of our forward-looking statements after the date they are made.

-4 -
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Item 1. Business
Our Company

Oil States International, Inc. (the Company or Oil States), through its subsidiaries, is a leading provider of specialty
products and services to natural resources companies throughout the world. We operate in a substantial number of the
world's active oil, natural gas and coal producing regions, including Canada, onshore and offshore U.S., Australia,
West Africa, the North Sea, South America and Southeast and Central Asia. Our customers include many national oil
companies, major and independent oil and natural gas companies, onshore and offshore drilling companies, other
oilfield service companies and mining companies. We operate in four principal business segments — accommodations,
offshore products, well site services and tubular services — and have established a leadership position in certain of our
product or service offerings in each segment. In this Annual Report on Form 10-K, references to the "Company" or
“QOil States” or to "we," "us," "our," and similar terms are to Oil States International, Inc. and its subsidiaries.

Available Information

The Company maintains a website with the address www.oilstatesintl.com. The Company is not including the
information contained on the Company's website as a part of, or incorporating it by reference into, this Annual Report
on Form 10-K. The Company makes available free of charge through its website its Annual Report on Form 10-K,
quarterly reports on Form 10-Q and current reports on Form §-K, and amendments to these reports, as soon as
reasonably practicable after the Company electronically files such material with, or furnishes such material to, the
Securities and Exchange Commission (the Commission). The filings are also available through the Commission at the
Commission's Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549 or by calling
1-800-SEC-0330. Also, these filings are available on the internet at http://www.sec.gov. The Board of Directors of
the Company (the Board) documented its governance practices by adopting several corporate governance
policies. These governance policies, including the Company's Corporate Governance Guidelines, Code of Business
Conduct and Ethics and Financial Code of Ethics for Senior Officers, as well as the charters for the committees of the
Board (Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee) may
also be viewed at the Company's website. The financial code of ethics applies to our principal executive officer,
principal financial officer, principal accounting officer and other senior officers. Copies of such documents will be
sent to shareholders free of charge upon written request to the corporate secretary at the address shown on the cover
page of this Annual Report on Form 10-K.

Our Business Strategy

We have in past years grown our business lines both organically through capital spending and through strategic
acquisitions. Our investments are focused in growth areas and on areas where we expect we can expand market share
and where we believe we can achieve an attractive return on our investment. Currently, we see investment
opportunities in the oil sands developments in Canada, in shale play regions in North America, in the natural resources
market in Australia and in the expansion of our capabilities to manufacture and assemble deepwater capital equipment
on a global basis. As part of our long-term growth strategy, we continue to review complementary acquisitions as
well as make organic capital expenditures to enhance our cash flows and increase our shareholders’ returns. For
additional discussion of our business strategy, please read Part II, Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

Capital Spending and Acquisitions

Capital spending over the last five years totaled approximately $1.5 billion and has included both growth and
maintenance capital expenditures in each of our businesses. Capital spending totaled $1.2 billion over the period 2010
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to 2012, 67% of which was spent in our accommodations segment.
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In addition to capital spending, we have spent $810 million over the period 2010 to 2012 for acquisitions of
businesses. Acquisitions of other oilfield service and accommodations businesses have been an important aspect of
our growth strategy and plan to increase shareholder value. Our acquisition strategy has allowed us to leverage our
existing and acquired products and services into new geographic locations, and has expanded our technology and
product offerings. We have made strategic acquisitions in each of our business segments.

On December 14, 2012, we acquired all of the equity of Tempress Technologies, Inc. (Tempress) for purchase price
consideration of $48.3 million consisting of $32.5 million in cash and contingent consideration with a fair value of
$15.8 million. The Company funded escrow accounts totaling $25.3 million related to the contingent consideration
and seller transaction indemnities which are classified as “Other noncurrent assets” in our December 31, 2012
Consolidated Balance Sheet. Liabilities for contingent consideration and escrowed amounts potentially due to the
seller total $21.1 million at December 31, 2012 and are classified as “Other noncurrent liabilities” in our Consolidated
Balance Sheet. Headquartered in Kent, Washington, Tempress designs, develops and markets a suite of highly
specialized, hydraulically-activated tools utilized during downhole completion activities. The operations of Tempress
have been included in our well site services segment since the acquisition date.

On July 2, 2012, we acquired all of the operating assets of Piper Valve Systems, Ltd (Piper) for total cash
consideration of $48.0 million. Headquartered in Oklahoma City, Oklahoma, Piper designs and manufactures high
pressure valves and manifold components for oil and gas industry projects offshore (surface and subsea) and
onshore. The operations of Piper have been included in our offshore products segment since the acquisition date.

On November 1, 2011, we purchased an open camp accommodations facility located in Carrizo Springs, Texas for
total consideration of $2.2 million. This facility provides accommodations support to customers working in the Eagle
Ford Shale basin. The operations of the Carrizo Springs facility have been included in our accommodations segment
since the acquisition date.

On December 30, 2010, we acquired all of the ordinary shares of The MAC Services Group Limited (The MAC),
through a Scheme of Arrangement (the Scheme) under the Corporations Act of Australia. The MAC is headquartered
in Sydney, Australia and supplies accommodations services to the Australian natural resources market. Under the
terms of the Scheme, each shareholder of The MAC received $3.95 (A$3.90) per share in cash. The total purchase
price was $638 million, net of cash acquired plus debt assumed of $87 million. The MAC’s operations have been
included in our accommodations segment beginning in 2011.

On December 20, 2010, we acquired all of the operating assets of Mountain West Oilfield Service and Supplies, Inc.
and Ufford Leasing LLC (Mountain West) for total consideration of $47.1 million including estimated contingent
consideration of $4.0 million. Headquartered in Vernal, Utah, with operations in the Rockies and the Bakken Shale
region, Mountain West provides remote site workforce accommodations to the oil and gas industry. Mountain West
has been included in our accommodations segment since the acquisition date.

On October 5, 2010, we purchased all of the equity of Acute Technological Services, Inc. (Acute) for total
consideration of $30.2 million. Headquartered in Houston, Texas with additional operations in Brazil, Acute provides
metallurgical and welding engineering, consulting and services to the oil and gas industry in support of critical,
complex subsea component manufacturing and deepwater riser fabrication on a global basis. Acute has been included
in our offshore products segment since the acquisition date

The Company funded all of its acquisitions with cash on hand and/or amounts available under our senior secured
credit facilities. See Note 8 to the Consolidated Financial Statements included in this Annual Report on Form 10-K
for additional information on our senior secured bank facilities.
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Our Industry

We principally operate in the oilfield services industry and provide a broad range of products and services to our
customers through each of our business segments. In our accommodations segment, we also support the mining
industry in Australia. See Note 15 to the Consolidated Financial Statements included in “Part II, Item 8., Financial
Statements” for financial information by segment and a geographical breakout of revenues and long-lived assets for
each of the three years ended December 31, 2012, 2011 and 2010. Demand for our products and services is cyclical
and substantially dependent upon activity levels in the oil and gas and mining industries, particularly our customers'
willingness to spend capital on the exploration for and development of oil, natural gas, coal and mineral reserves. Our
customers’ spending plans are generally based on their outlook for near-term and long-term commodity prices. As a
result, the demand for our products and services is highly sensitive to current and expected commodity prices.

-6 -
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Our historical financial results reflect the cyclical nature of the oilfield services business. Since 2001, there have been
periods of increasing and decreasing activity in each of our operating segments. Due to the acquisition of The MAC,
beginning in 2011, our results are also influenced by the level of activity in the natural resource market in
Australia. For additional information about activities in each of our segments, please see “Part II, Item 7.,
Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Our accommodations business segment is significantly influenced by the level of development of oil sands deposits in
Alberta, Canada, activity levels in support of oil and gas development in Canada and the United States and in natural
resource markets, primarily in Australia. Despite the general economic downturn in 2009 and early 2010 resulting
from the global financial crisis, activity in our accommodations business has grown significantly in the last six years.

The positive outlook for long-term oil demand, along with improvements in oil prices over the last two years have
resulted in increased bidding and quoting activity for our offshore products since the latter part of 2010. As a result of
this increased activity, backlog in our offshore products segment increased from $354 million at December 31, 2010
to $535 million as of December 31, 2011, and to a year-end record of $561 million as of December 31, 2012. We
anticipate global deepwater spending to continue at robust levels due to new award opportunities coming from Brazil,
West Africa, the U.S. Gulf of Mexico, Southeast Asia and Australia over the next twelve months.

Our well site services business segment is affected by drilling and completion activity primarily in the U.S. and, to a
lesser extent, Canada and the rest of the world. Until recently, overall industry activity has been primarily driven by
spending for natural gas exploration and production, particularly in the shale play regions of the U.S. using horizontal
drilling and completion techniques. However, considering higher oil prices, lower natural gas prices and the
advancement of horizontal drilling and completion techniques, activity in North America has shifted to a greater
proportion of oil and liquids-rich drilling. According to rig count data published by Baker Hughes Incorporated, the
oil rig count in the U.S. now totals approximately 1,340 rigs, the highest oil-related rig count in over 20 years,
comprising approximately 76% of total U.S. drilling activity.

Through our tubular services segment, we distribute a broad range of casing and tubing used in the drilling and

completion of oil and natural gas wells primarily in North America. Accordingly, sales and gross margins in our

tubular services segment depend upon the overall level of drilling activity, the types of wells being drilled, movements

in global steel input prices and the overall industry level of oil country tubular goods (OCTG) manufacturing capacity,

inventory and pricing. Historically, tubular services’ gross margins generally expand during periods of rising OCTG
prices and contract during periods of decreasing OCTG prices. Our tubular services business segment has historically

been our most cyclical business segment. Nonetheless, the strong U.S. land drilling activity in 2011 and 2012, along

with the return of drilling in the U.S. Gulf of Mexico following the Macondo well blowout, has led to increased

tubular services volumes and revenues. OCTG prices fell throughout 2012 and pricing pressures are expected to

continue into 2013 due to strong import levels and increasing domestic capacity and production.

Accommodations
Overview

During the year ended December 31, 2012, we generated approximately 25% of our revenue and 50% of our operating
income, before corporate charges, from our accommodations segment. We are one of North America's and, as a result
of our acquisition of The MAC in December 2010, Australia’s largest integrated providers of accommodations services
for people working in remote locations. Our scalable modular facilities provide temporary and permanent work force
accommodations where traditional infrastructure is not accessible or cost effective. Once facilities are deployed in the
field, we also provide catering and food services, housekeeping, laundry, facility management, water and wastewater
treatment, power generation, communications and redeployment logistics. Our accommodations support workforces in

11
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the Canadian oil sands and in a variety of oil and natural gas drilling, mining and related natural resource applications
as well as disaster relief efforts, primarily in Canada, Australia and the United States.

-7 -
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Accommodations Market

Our accommodations business has grown in recent years in large part due to the increasing demand for
accommodations to support workers in the oil sands region of Canada. Demand for oil sands accommodations is
influenced to a great extent by the longer-term outlook for crude oil prices rather than current energy prices, given the
multi-year time frame to complete oil sands projects and the costs associated with development of such large scale
projects. Utilization of our existing Canadian accommodations capacity and our future expansions will largely depend
on continued oil sands development spending.

Beginning in 2011, as a result of our acquisition of The MAC, our accommodations business entered into the

Australian natural resources market. The Australian natural resources sector plays a vital role in the Australian

economy. The growth of Australian natural resource commodity exports over the last decade has been largely driven

by strong Asian demand for iron ore, coal and liquefied natural gas (LNG). The Australian natural resources sector is

Australia’s largest contributor to exports and a major contributor to gross domestic product, employment and
government revenue. The current activities of our Australian accommodations business are primarily related to

supplying accommodations in support of metallurgical (met) coal mining in the Bowen Basin region of Queensland.

Volumes and prices of commodities have historically varied significantly and are difficult to predict. Mineral and
commodity prices have fluctuated in recent years and may continue to fluctuate significantly in the future. Economic
growth in emerging economies, such as China and India, with associated demand for mineral and natural resources
such as coal, iron ore and LNG, has more than offset more muted growth in the more developed economies including
those of the United States, Japan and Europe. This commodity demand is expected to underpin continued investment
and growth in the Australian natural resources market.

Products and Services

We believe our “Develop, Own, Operate” business model provides consistent service delivery to our customers and
provides us a competitive advantage in our accommodations segment. Our integrated model includes site
identification, permitting and development, facility design, construction, installation and full site maintenance. We
provide a turnkey solution for our customers’ accommodation needs.

Since mid-year 2006, we have installed over 11,000 rooms in our lodge properties supporting oil sands activities in
northern Alberta. Our growth plan for this part of our business includes the expansion of these properties where we
believe there is durable long-term demand. Our oil sands lodges support construction and operating personnel for
maintenance and expansionary projects as well as ongoing operations associated with surface mining and in-situ oil
sands projects generally under medium-term contracts (two to three years). During 2012, we added 1,125 rooms (net
of retirements) to our major oil sands lodges by expanding our Athabasca, Beaver River, Henday and Conklin
Lodges. Our Wapasu Creek Lodge is equivalent in size to the largest hotels in North America.

Our Australian accommodations business operates eight villages with over 8,600 rooms currently and has a significant
development portfolio in Australia. The MAC provides accommodation services to mining and related service
companies (including construction contractors) under medium-term contracts (three to five years). Our Australian
accommodations villages are strategically located in proximity to long-lived, low-cost mines operated by large mining
companies. During 2012, the Company added 1,305 rooms (net of retirements) to its Australian accommodations
business by expanding existing villages and by constructing one new village, Karratha Village, our first village
serving the northwest region of Australia.

_8-
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More than two-thirds of our accommodations revenue is generated by our large-scale lodge and village
facilities. Total rooms deployed at our major Canadian oil sands lodges and Australian villages were as follows:

December 31,

2012 2011 2010
Canadian Oil Sands Lodges
Wapasu 5,174 5,174 4,013
Athabasca 1,877 1,776 1,537
Henday 1,698 1,120 -
Conklin 948 584 608
Beaver River 876 732 732
Lakeside 510 510 510
Other 10 72 83
Total Canadian Oil Sands Lodges 11,093 9,968 7,483
Australian Villages
Coppabella 2,912 2,556 1,654
Dysart 1,912 1,491 1,249
Moranbah 1,240 1,180 889
Middlemount 816 816 690
Narrabri 502 242 -
Nebo 490 490 490
Calliope 300 300 -
Kambalda 238 238 238
Karratha 208 - -
Total Australian Villages 8,618 7,313 5,210

In addition to our large-scale lodge and village facilities, we offer a broad range of semi-permanent and mobile
options to house workers in remote regions. Our fleet of temporary camps is designed to be deployed on short notice
and can be relocated as a project site moves. Our camps range in size from a 25-person drilling camp to an
800-person camp supporting varied operations, including pipeline construction, Steam Assisted Gravity
Drainage drilling operations and large shale oil projects.

With our integrated business model, our internal manufacturing capabilities allow us to respond quickly to changing
customer needs and timing. We own two accommodations manufacturing plants near Edmonton, Alberta, Canada,
two manufacturing locations in Ormeau and Yatala, Queensland, Australia, one in Belle Chasse, Louisiana and one in
Johnstown, Colorado. Each of our facilities specializes in the design, engineering, production, transportation and
installation of a variety of portable modular buildings, predominately for our own use. We manufacture
accommodations facilities to suit the climate, terrain and population of a specific project site.

To a significant extent, the Company's recent capital expenditures have focused on opportunities in the oil sands
region in northern Alberta and, beginning in 2011, in our Australian accommodations business. Since the beginning
of 2005, we have spent $1.1 billion, or 54%, of our total consolidated capital expenditures on our Canadian and

Australian accommodations businesses.

Regions of Operations

15
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Our accommodations business is focused primarily in northern Canada and Queensland, Australia, but also operates in
Western Australia, New South Wales, the U.S. Rocky Mountain corridor, the Bakken Shale region (Montana, North
Dakota and Saskatchewan, Canada), the Fayetteville Shale region of Arkansas, the Eagle Ford Shale region of Texas
and offshore locations in the Gulf of Mexico. In the past, we have also served companies operating in international
markets including the Middle East, Europe, Asia and South America.

Customers and Competitors

Our customers operate in a diverse mix of industries including primarily oil sands mining and development, drilling,
exploration and extraction of oil and natural gas and coal and other extractive industries. To a lesser extent, we also
support other activities, including pipeline construction, forestry, humanitarian aid and disaster relief, and support for
military operations. Our largest customers in 2012 were Imperial Oil and Fluor Canada Ltd. in Canada and BHP
Billiton Mitsubishi Alliance in Australia. Our primary competitors in North America include Aramark Corporation,
Compass Group PLC, ATCO Structures and Logistics Ltd., Black Diamond Group Limited, Horizon North Logistics,
Inc. and Clean Harbors, Inc. Our primary competitors in Australia include Cleary Norman JV, Ausco Modular Pty
Limited, Fleetwood Corporation Limited, the Tribute Group and Auzcorp Pty Ltd. Accommodations are also
sometimes owned and/or operated by our existing and potential customers. Management estimates that our existing
and potential customers own approximately 50% of the rooms available in the Canadian oil sands and 60% of the
rooms in the Australian coal mining regions.

-9
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Offshore Products
Overview

During the year ended December 31, 2012, we generated approximately 18% of our revenue and 18% of our operating
income, before corporate charges, from our offshore products segment. Through this segment, we design and
manufacture a number of cost-effective, technologically advanced products for the offshore energy industry. In
addition, we supply other lower margin products and services such as fabrication and inspection services. Our
products and services are used primarily in deepwater producing regions and include flex-element technology,
advanced connector systems, high-pressure compact valves, deepwater mooring systems, cranes, subsea pipeline
products, blow-out preventer stack integration, specialty welding services, offshore installation services and repair
services. We have facilities that support our offshore products segment in Arlington, Houston and Lampasas, Texas;
Houma, Louisiana; Oklahoma City and Tulsa, Oklahoma; Scotland; Brazil; England; Singapore, Thailand, Vietnam
and India.

Offshore Products Market
The market for our offshore products and services depends primarily upon development of infrastructure for offshore
production activities, drilling rig refurbishments and upgrades as well as new rig and vessel construction. Demand for
oil and natural gas and related drilling and production in offshore areas throughout the world, particularly in deeper
water, will drive spending for these activities.
Products and Services
Celebrating 70 years of operations in 2012, our offshore products segment provides a broad range of products and
services for use in offshore drilling and development activities. To a lesser extent, this segment provides onshore oil
and natural gas, defense and general industrial products and services. Our offshore products segment is dependent in
part on the industry's continuing innovation and creative applications of existing technologies.
Offshore Development and Drilling Activities. We design, manufacture, fabricate, inspect, assemble, repair, test and
market subsea equipment and offshore vessel and rig equipment. Our products are components of equipment used for
the drilling and production of oil and natural gas wells on offshore fixed platforms and mobile production units,
including floating platforms, such as tension leg platforms, floating production, storage and offloading (FPSO)
vessels, Spars, and on other marine vessels, floating rigs, vessels and jack-up rigs. Our products and services include:
o flexible bearings and connector products;
. casing and conductor connections and pipe;
. subsea pipeline products;
. high-pressure compact ball valves, manifold system components and diverter valves;
o marine winches, mooring systems, cranes and rig equipment;

. drilling riser and related repair services;

o blowout preventer stack assembly, integration, testing and repair services; and

17
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o other products and services.
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Flexible Bearings and Advanced Connection Systems. We are a significant supplier of flexible bearings, or
FlexJoint®, to the offshore oil and gas industry as well as weld-on connectors and fittings that join lengths of large
diameter conductor or casing used in offshore drilling and production operations. A FlexJoint® is a flexible bearing
that permits the controlled movement of riser pipes or tension leg platform tethers under high tension and pressure. A
FlexJoint® or our flex element at the top, bottom and, in some cases, middle of a deepwater riser reduces the stress
and tension on the riser compensating for the pitch and rotational forces on the riser as the production facility or
drilling rig moves with ocean forces. They are used on drilling, production and export risers and are used increasingly
as offshore production moves to deeper water areas. Drilling riser systems provide the vertical conduit between the
floating drilling vessel and the subsea wellhead. Through the drilling riser, equipment is guided into the well and
drilling fluids are returned to the surface. Production riser systems provide the vertical conduit for the hydrocarbons
from the subsea wellhead to the floating production platform. Oil and natural gas flows to the surface for processing
through the production riser. Export risers provide the vertical conduit from the floating production platform to the
subsea export pipelines. Our FlexJoint® bearings are a critical element in the construction and operation of
production and export risers on floating production systems in deepwater.

Floating production systems, including tension leg platforms, Spars and FPSO facilities, are a significant means of
producing oil and natural gas, particularly in deepwater environments. We provide many important products for the
construction of these facilities. A tension leg platform (TLP) is a floating platform that is moored by vertical pipes, or
tethers, attached to both the platform and the sea floor. Our FlexJoint® tether bearings are used at the top and bottom
connections of each of the tethers, and our Merlin™ connectors are used to efficiently assemble the tethers during
offshore installation. An FPSO is a floating vessel, typically ship shaped, used to produce, and process oil and natural
gas from subsea wells. A Spar is a floating vertical cylindrical structure which is approximately six to seven times
longer than its diameter and is anchored in place. Our FlexJoint® bearings are also used to attach the steel catenary
risers to an FPSO, tension leg platform or Spar, and for use on import or export risers.

Our advanced connection systems provide connectors used in various drilling and production applications
offshore. These connectors are welded onto pipe to provide more efficient joint to joint connections with enhanced
tensile and burst capabilities that exceed those of connections that are cut into plain end pipe. Our connectors are
reusable and pliable and in some cases provide metal-to-metal seals. We offer a suite of connectors offering differing
specifications depending on the application. Our Merlin™ connectors are our premier connectors combining superior
static strength and fatigue life with fast, non-rotational make-up and a slim profile. Merlin™ connectors have been used
in sizes up to 60 inches (outside diameter) for applications including open-hole and tie-back casing, offshore
conductor casing, pipeline risers and TLP tendons (which moor the TLP to the sea floor).

These flexible bearings and advanced connector systems are primarily manufactured through our Arlington, Texas,
U.K. and Singapore locations.

Subsea Pipeline Products. We design and manufacture a variety of equipment used in the construction, maintenance,
expansion and repair of offshore oil and natural gas pipelines. New construction equipment includes:

. pipeline end manifolds and pipeline end terminals;
o midline tie-in sleds;
o forged steel Y-shaped connectors for joining two pipelines into one;

epressure-balanced safety joints for protecting pipelines and related equipment from anchor snags or a shifting
sea-bottom;
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° electrical isolation joints; and

ehot tap clamps that allow new pipelines to be joined into existing lines without interrupting the flow of petroleum
product.
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We provide diverless connection systems for subsea flowlines and pipelines. Our HydroTech® collet connectors
provide a high-integrity, proprietary metal-to-metal sealing system for the final hook-up of deep offshore pipelines
and production systems. They also are used in diverless pipeline repair systems and in future pipeline tie-in systems.
Our lateral tie-in sled, which is installed with the original pipeline, allows a subsea tie-in to be made quickly and
efficiently using proven HydroTech® connectors without costly offshore equipment mobilization and without shutting
off product flow.

We provide pipeline repair hardware, including deepwater applications beyond the depth of diver intervention. Our
products include:

o repair clamps used to seal leaks and restore the structural integrity of a pipeline;
. mechanical connectors used in repairing subsea pipelines without having to weld;
. misalignment and swivel ring flanges; and
. pipe recovery tools for recovering dropped or damaged pipelines.

Our subsea pipeline products are primarily designed and manufactured at our two Houston, Texas manufacturing
locations.

Marine Winches, Mooring Systems, Cranes and Rig Equipment. We design, engineer and manufacture marine
winches, mooring systems, cranes and certain rig equipment. Our Skagit® winches are specifically designed for
mooring floating and semi-submersible drilling rigs and positioning pipelay and derrick barges, anchor handling boats
and jack-ups, while our Nautilus® marine cranes are used on production platforms throughout the world. We also
design and fabricate rig equipment such as automatic pipe racking and blow-out preventer handling equipment. Our
engineering teams, manufacturing capability and service technicians who install and service our products provide our
customers with a broad range of equipment and services to support their operations. Aftermarket service and support
of our installed base of equipment to our customers is also an important source of revenue to us. These products are
primarily designed and manufactured at our Houma, Louisiana location.

BOP Stack Assembly, Integration, Testing and Repair Services. While we do not manufacture BOP stack assemblies,
we design and fabricate lifting and protection frames and offer system integration of blow-out preventer stacks and
subsea production trees. We can provide complete turnkey and design fabrication services. We also design and
manufacture a variety of custom subsea equipment, such as riser flotation tank systems, guide bases, running tools and
manifolds. In addition, we also offer blow-out preventer and drilling riser testing and repair services.

These assembly and testing services are offered through our Houston, Texas, U.K., Singapore and Brazil locations.

Our offshore products segment also produces a variety of products for use in applications other than in the offshore oil
and gas industry. For example, we provide:

o elastomer consumable downhole products for onshore drilling and production;
o sound and vibration isolation equipment for the U.S. Navy submarine fleet;
. metal-elastomeric FlexJoint® bearings used in a variety of naval and marine applications; and
e drum-clutches and brakes for heavy-duty power transmission in the mining, paper, logging and marine industries.
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Backlog. Backlog in our offshore products segment was $561 million at December 31, 2012, compared to $535
million at December 31, 2011 and $354 million at December 31, 2010. We expect in excess of 90% of our backlog at
December 31, 2012 to be recognized as revenue during 2013. Our offshore products backlog consists of firm customer
purchase orders for which contractual commitments exist and delivery is scheduled. In some instances, these purchase
orders are cancelable by the customer, subject to the payment of termination fees and/or the reimbursement of our
costs incurred. Our backlog is an important indicator of future offshore products shipments and revenues; however,
backlog as of any particular date may not be indicative of our actual operating results for any future period. We
believe that the offshore construction and development business is characterized by lengthy projects and a long
"lead-time" order cycle. The change in backlog levels from one period to the next does not necessarily evidence a
long-term trend.

Regions of Operations

Our offshore products segment provides products and services to customers in the major offshore oil and natural gas
producing regions of the world, including the Gulf of Mexico, West Africa, Azerbaijan, the North Sea, Brazil,
Southeast Asia, India and Australia.

Customers and Competitors

We market our products and services to a broad customer base, including direct end users, engineering and design
companies, prime contractors, and at times, our competitors through outsourcing arrangements. Our largest customers
in 2012 were Chevron Corporation, Halliburton Company, and Royal Dutch Shell plc. Our main competitors include
Cameron International Corporation, National Oilwell Varco, Inc., GE Oil & Gas, Liebherr Cranes, Inc., FMC
Technologies, Inc. and Dril-Quip, Inc.

Well Site Services
Overview

During the year ended December 31, 2012, we generated approximately 16% of our revenue and 22% of our operating
income, before corporate charges, from our well site services segment. Our well site services segment includes a broad
range of products and services that are used to drill for, establish and maintain the flow of oil and natural gas from a
well throughout its lifecycle. In this segment, our operations include completion-focused equipment and services as
well as land drilling services. We use our fleet of completion tools and drilling rigs to serve our customers at well sites
and project development locations. Our products and services are used primarily in onshore applications throughout
the drilling, completion and production phases of a well's life.

Well Site Services Market

Demand for our completion services and drilling services has historically been tied to the level of oil and natural gas
exploration and production activity. The primary driver for this activity is the price of oil and natural gas. Activity
levels have been, and we expect will continue to be, highly correlated with hydrocarbon commodity prices.

Services

Completion Services. Our completion services business provides a wide range of services for use in the onshore and
offshore oil and gas industry, including:

o wireline and coiled tubing services;
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° wellhead isolation services;
well testing and flowback services, including separators and line heaters;

o pipe recovery systems;
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o thru-tubing milling and fishing services;
o hydraulic chokes and manifolds;
o blow out preventers;
. downhole extended-reach technology;
. gravel pack operations on well bores; and
. surface control equipment and down-hole tools utilized by coiled tubing operators.

Our completion services employees typically rig up and operate our equipment on the well site for our
customers. Our well site equipment is primarily used during the completion and production stages of a well. As of
December 31, 2012, we provided completion services at approximately 55 distribution points throughout the United
States, Canada, Mexico and Argentina. We continue to consolidate operations in areas where our product lines
previously had separate facilities and close facilities in areas where operations are marginal in order to streamline
operations, enhance our facilities and improve marketing efficiency. We typically provide our services and equipment
based on daily rates varying depending on the type of equipment and the length of time. Billings to our customers
typically separate charges for our equipment from charges for our field technicians. We own patents or have patents
pending covering some of our technology, particularly in our wellhead isolation equipment and downhole
extended-reach technology product lines. Our customers in the completion services business include major,
independent and private oil and gas companies and other large oilfield service companies. Our largest customers in
2012 were Anadarko Petroleum Corporation, Chesapeake Energy Corporation and Devon Energy
Corporation. Competition in the completion services business is widespread and includes many smaller companies,
although we also compete with the larger oilfield service companies for certain products and services.

Drilling Services. Our drilling services business, which is marketed through the brand of Capstar Drilling, our
wholly-owned subsidiary, is located in the United States and provides land drilling services for shallow to medium
depth wells ranging from 1,500 to 15,000 feet. We serve two primary markets with our drilling services business: the
Permian Basin in West Texas and the Rocky Mountain region. Drilling services are typically used during the
exploration and development stages of a field. As of December 31, 2012, after losing one of our rigs in the Rockies to
fire in February 2012, we had a total of thirty-three semi-automatic drilling rigs with hydraulic pipe handling booms
and lift capacities ranging from 150,000 to 500,000 pounds, fourteen of which were fabricated and/or assembled in
our Odessa, Texas facility with components purchased from specialty vendors during the last nine years. Twenty-five
of these drilling rigs are based in Odessa, Texas and eight are based in the Rocky Mountain region. Utilization of our
drilling rigs increased from an average of 82% in 2011 to an average of 88% in 2012. On December 31, 2012,
twenty-seven of our rigs, or 82%, were working or under contract.

We market our drilling services directly to a diverse customer base, consisting of major, independent and private oil
and gas companies. We contract on both a footage and a dayrate basis. Under a footage drilling contract, we assume
responsibility for certain costs (such as bits and fuel) and assume more risk (such as time necessary to drill) than we
would on a daywork contract. Depending on market conditions and availability of drilling rigs, we see changes in
pricing, utilization and contract terms. Our largest customers in 2012 were Energen Resources Corporation, Apache
Corporation and SandRidge Energy, Inc. The land drilling business is highly fragmented, and our competition
consists of a small number of larger companies and many smaller companies. Our Permian Basin drilling activities
target primarily oil reservoirs while our Rocky Mountain drilling activities target oil, liquids-rich and natural gas
IeServoirs.
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Tubular Services
Overview

During the year ended December 31, 2012, we generated approximately 41% of our revenue and 10% of our operating
income, before corporate charges, from our tubular services segment. Through our Sooner, Inc. subsidiary, we
distribute OCTG and provide associated OCTG finishing and logistics services to the oil and gas industry. OCTG
consist of downhole casing and production tubing. Through our tubular services segment, we:

. distribute a broad range of casing and tubing; and
. provide threading, third-party inspection and logistical and inventory management services.

We serve a customer base ranging from major oil and gas companies to small independents. Through our key
relationships with more than 20 domestic and foreign manufacturers and related service providers and suppliers of
OCTG, we deliver tubular products and ancillary services to oil and gas companies, drilling contractors and
consultants predominantly in the United States. The OCTG distribution market is highly fragmented and competitive,
and is focused in the United States. We purchase tubular goods from a variety of sources; however, during 2012, 81%
of our total OCTG purchases were from three suppliers.

OCTG Market

Our tubular services segment primarily distributes casing and tubing. Casing forms the structural wall in oil and
natural gas wells to provide support, control pressure and prevent collapse during drilling operations. Casing is also
used to protect water-bearing formations during the drilling of a well. Casing is generally not removed after it has
been installed in a well. Production tubing, which is used to bring oil and natural gas to the surface, may be replaced
during the life of a producing well.

A key indicator of domestic demand for OCTG is the aggregate footage of wells drilled onshore and offshore in the
United States. The OCTG market is also affected by the level of inventories maintained by manufacturers, distributors
and end users. Inventory on the ground, when at high levels, can cause tubular sales to lag a rig count increase due to
inventory destocking and can put downward pressure on OCTG pricing. The OCTG Situation Report suggests that
industry OCTG inventory levels have increased throughout 2012 and currently stand at five to six months'
supply. Demand for tubular products is positively impacted by increased drilling of deeper, horizontal and offshore
wells. Deeper wells require incremental tubular footage and enhanced mechanical capabilities to ensure the integrity
of the well. Premium tubulars are generally used in deeper wells and in horizontal drilling to withstand the increased
bending and compression loading associated with a horizontal well. Operators typically specify premium tubulars for
the completion of offshore wells.

Products and Services

Tubular Products and Services. We distribute various types of OCTG produced by both domestic and foreign
manufacturers to major and independent oil and gas exploration and production companies and other OCTG
distributors. We have distribution relationships with most major domestic and certain international steel mills. We do
not manufacture any of the tubular goods that we distribute and, as a result, gross margins in this segment are
generally lower than those reported by our other business segments. We operate our tubular services segment from a
total of ten offices and facilities located near areas of oil and natural gas exploration and development activity.
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In our tubular services segment, inventory management is critical to our success. We maintain on-the-ground
inventory in five company-owned yards and approximately 90 third-party yards located in the United States, giving us
the flexibility to fill customer orders from our own stock or directly from the manufacturer.
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Yard Operations. Our pipe maintenance and storage facility in Crosby, Texas is equipped to provide a full range of
tubular services, giving us strong customer service capabilities. Our Crosby yard is on 109 acres, is an ISO
9001-certified facility, and has a rail spur, more than 1,400 pipe racks and two double-ended thread lines. We have
exclusive use of a permanent third-party inspection center within the facility. The facility also includes indoor chrome
pipe storage capability and patented pipe cleaning machines. We offer services at our Crosby facility typically
outsourced by other distributors, including the following: threading, inspection, cleaning, cutting, logistics, rig returns,
installation of float equipment and non-destructive testing. We also offer tubular services at our facilities in Midland
and Godley, Texas, Searcy, Arkansas and Montoursville, Pennsylvania. Our Midland, Texas facility, which services
the Permian Basin area, covers approximately 389 acres and has more than 860 pipe racks. Our Godley, Texas
facility, which services the Barnett shale area, has approximately 330 pipe racks on approximately 31 acres and is
serviced by a rail spur. Our Searcy location, which services the Fayetteville shale area, has approximately 110 pipe
racks on 14 acres. Our Montoursville, Pennsylvania location, which services the Marcellus shale area, has more than
220 pipe racks on 24 acres. Independent third-party inspection companies operate within each of these facilities either
with mobile or permanent inspection equipment.

Tubular Products and Services Sales Arrangements. We provide our tubular products and logistics services through a
variety of arrangements, including alliances and spot market sales. We provide a large portion of our tubular products
and services to independent and major oil and gas companies under alliance or program arrangements. Alliance or
program arrangements refer to agreements whereby a customer bids the tubular requirements for a number of wells at
one time. Although alliance arrangements can generally be cancelled by the customer, they provide us with more
stable and predictable revenues and an improved ability to forecast required inventory levels, which allows us to
manage our inventory more efficiently and, therefore, generate reliable returns on investment. At December 31, 2012,
approximately 87% of our OCTG inventory was supported by customer orders.

Regions of Operations

Our tubular services segment provides tubular products and services principally to customers in the United States both
for land and offshore applications. However, we also sell a small percentage for export worldwide.

Suppliers, Customers and Competitors

We source the OCTG we sell from domestic and international manufacturers. Our largest supplier is U.S. Steel
Group. Although we have a leading market share position in tubular services distribution, the market is highly
fragmented. Our largest customers in 2012 were Chesapeake Energy Corporation, Occidental Petroleum Corporation
and Chevron Corporation. Our main competitors in tubular distribution are Edgen Group Inc., MRC Global, Inc.,
Pipeco Services Inc. and Premier Pipe L.P.

Seasonality of Operations

Our operations are directly affected by seasonal differences in weather in the areas in which we operate, most notably
in Canada, Australia, the Rocky Mountain region and the Gulf of Mexico. A portion of our Canadian accommodations
operations is conducted during the winter months when the winter freeze in remote regions is required for exploration
and production activity to occur. The spring thaw in these frontier regions restricts operations in the second quarter
and adversely affects our operations and our ability to provide services. During the Australian rainy season, generally
between the months of November and April, our accommodations operations in Queensland and the northern parts of
Western Australia can be affected by cyclones, monsoons and resultant flooding. Severe winter weather conditions in
the Rocky Mountain region can restrict access to work areas for our well site services and accommodations segment
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operations. Our operations in the Gulf of Mexico are also affected by weather patterns. Weather conditions in the
Gulf Coast region generally result in higher drilling activity in the spring, summer and fall months with the lowest
activity in the winter months. As a result of these seasonal differences, full year results are not likely to be a direct
multiple of any particular quarter or combination of quarters. In addition, summer and fall drilling activity can be
restricted due to hurricanes and other storms prevalent in the Gulf of Mexico and along the Gulf Coast. For example,
during 2005, a significant disruption occurred in oil and natural gas drilling and production operations in the U.S. Gulf
of Mexico due to damage inflicted by Hurricanes Katrina and Rita and, during 2008, by Hurricane Ike.
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Employees

As of December 31, 2012, the Company had 8,716 full-time employees on a consolidated basis, 43% of whom are in
our accommodations segment, 28% of whom are in our well site services segment, 26% of whom are in our offshore
products segment, 2% of whom are in our tubular services segment and 1% of whom are in our corporate
headquarters. We were party to collective bargaining agreements covering 2,299 employees located in Canada,
Australia, the United Kingdom and Argentina as of December 31, 2012. We believe we have healthy labor relations
with our employees.

Government Regulation

Our business is significantly affected by foreign and domestic laws and regulations at the federal, provincial, state and
local levels relating to the oil, natural gas and mining industries, worker safety and environmental protection. Changes
in these laws, including more stringent regulations and increased levels of enforcement of these laws and regulations,
could significantly affect our business. We cannot predict changes in the level of enforcement of existing laws and
regulations or how these laws and regulations may be interpreted or the effect changes in these laws and regulations
may have on us or our future operations or earnings. We also are not able to predict the extent to which new laws and
regulations will be adopted or whether such new laws and regulations may impose more stringent or costly restrictions
on our operations.

We depend on the demand for our products and services from oil and natural gas exploration and production
companies. This demand is affected by changing taxes, price controls and laws and regulations relating to the oil and
natural gas industry generally, including those specifically directed to oilfield and offshore operations. The adoption
of laws and regulations curtailing exploration and development drilling for oil and natural gas in areas where we
operate could also adversely affect our operations by limiting demand for our products and services. We cannot
determine the extent to which our future operations and earnings may be affected by new legislation, new regulations
or changes in existing regulations or enforcement.

Some of our employees who perform services on offshore platforms and vessels are covered by the provisions of the
Jones Act, the Death on the High Seas Act and general maritime law. These laws operate to make the liability limits
established under states' workers' compensation laws inapplicable to these employees and permit them or their
representatives generally to pursue actions against us for damages or job-related injuries with no limitations on our
potential liability.

Our operations are subject to numerous stringent and comprehensive foreign, federal, provincial, state and local
environmental laws and regulations governing the release or discharge of materials into the environment or otherwise
relating to environmental protection. Numerous governmental agencies issue regulations to implement and enforce
these laws, for which compliance is often costly yet critical. The violation of these laws and regulations may result in
the denial or revocation of permits, issuance of corrective action orders, modification or cessation of operations,
assessment of administrative and civil penalties, and even criminal prosecution. We believe that we are in substantial
compliance with existing environmental laws and regulations and we do not anticipate that future compliance with
existing environmental laws and regulations will have a material effect on our Consolidated Financial
Statements. However, there can be no assurance that substantial costs for compliance or penalties for non-compliance
with these existing requirements will not be incurred in the future. Moreover, it is possible that other developments,
such as the adoption of stricter environmental laws, regulations and enforcement policies or more stringent
enforcement of existing environmental laws and regulations, could result in additional costs or liabilities that we
cannot currently quantify.
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For example, in Canada, the Federal Government in September 2010 appointed an Oil Sands Advisory Panel to
review and comment upon existing scientific studies and literature regarding water monitoring in the Lower
Athabasca region and provide recommendations for improving such monitoring. The Oil Sands Advisory Panel
presented its final report to the Minister of the Environment in December 2010. In response to this report,
Environment Canada, with input from the government of Alberta through Alberta Environment, developed an
environmental monitoring plan specific to the oil sands with respect to water, air quality and biodiversity. Further, in
January 2011, the Province of Alberta established a Provincial Environmental Monitoring Panel with a mandate to
recommend a world class environmental evaluation, monitoring and reporting system, generally for the Province and
specifically for the lower Athabasca Region where oil sands are produced. This panel issued its recommendations to
the Alberta Minister of the Environment in July 2011. In 2012, the governments of Canada and Alberta released the
Joint Canada-Alberta Implementation Plan for Oil Sands Monitoring that will be phased in between 2012 and
2015. The costs of implementing this plan are to be funded by industry.

-17 -

32



Edgar Filing: OIL STATES INTERNATIONAL, INC - Form 10-K

As this new monitoring regime is implemented, the increased levels of monitoring and enforcement may increase
costs for us and our customers and reduce activity and demand for our services.

Further, the Province of Alberta released its new Clean Air Strategy in October 2012 which it proposes to implement
beginning in 2013. The implementation of this strategy along with Alberta’s continued implementation of its
regulatory changes to oil and oil sands regulation may result in additional costs or liabilities for our customers’
operations.

With regard to our U.S. operations, we generate wastes, including hazardous wastes, which are subject to the federal
Resource Conservation and Recovery Act, as amended, or RCRA, and comparable state statutes. The United States
Environmental Protection Agency, or EPA, and comparable state agencies have limited the approved methods of
disposal for some types of hazardous wastes and nonhazardous solid wastes. Drilling fluids, produced waters and
other wastes associated with the exploration, development or exploration of oil or natural gas are currently regulated
under RCRA’s non-hazardous waste provisions. It is possible that certain of these oil and natural gas exploration and
production wastes now classified as non-hazardous could be re-classified as hazardous in the future. Any such
re-classification of these currently exempt wastes to hazardous could subject us to more rigorous and costly operating
and disposal requirements, which could have a material adverse effect on our results of operations and financial
position. In the course of our operations, we also generate some amounts of ordinary industrial wastes, such as paint
wastes, waste solvents, and waste oils that may be regulated as hazardous wastes.

Also in connection with our U.S. operations, the federal Comprehensive Environmental Response, Compensation, and
Liability Act, as amended, or CERCLA, also known as the "Superfund" law, and comparable state statutes impose
liability, without regard to fault or legality of the original conduct, on classes of persons that are considered to have
contributed to the release of a hazardous substance into the environment. These persons include the owner or operator
of the disposal site where the release occurred and companies that transported, disposed of, or arranged for the
transport or disposal of the hazardous substances at the site where the release occurred. Under CERCLA, these
persons may be subject to joint and several, strict liability for the costs of cleaning up the hazardous substances that
have been released into the environment and for damages to natural resources, and it is not uncommon for neighboring
landowners and other third-parties to file claims for personal injury and property damage allegedly caused by the
hazardous substances released into the environment. We currently have operations in the United States on properties
where activities involving the handling of hazardous substances or wastes have been conducted by previous owners or
operators whose operations were not under our control. These properties may be subject to CERCLA, RCRA and
analogous state laws. Under these laws and related regulations, we could be required to remove or remediate
previously discarded hazardous substances and wastes or property contamination that was caused by these third
parties.

In the course of our domestic operations, some of our equipment may be exposed to naturally occurring radiation
associated with oil and natural gas deposits, and this exposure may result in the generation of wastes containing
naturally occurring radioactive materials or "NORM." NORM wastes exhibiting trace levels of naturally occurring
radiation in excess of established state standards are subject to special handling and disposal requirements, and any
storage vessels, piping, and work area affected by NORM may be subject to remediation or restoration
requirements. Because many of the properties presently or previously owned or operated by us have been used for oil
and natural gas production operations for many years, it is possible that we may incur costs or liabilities associated
with elevated levels of NORM.

The Federal Water Pollution Control Act, as amended, and analogous state laws impose restrictions and strict controls
regarding the discharge of pollutants into state waters or waters of the United States. The discharge of pollutants into
jurisdictional waters is prohibited unless the discharge is permitted by the EPA or applicable state agencies. Many of
our domestic properties and operations require permits for discharges of wastewater and/or storm water, and we have
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developed a system for securing and maintaining these permits. In addition, the Oil Pollution Act of 1990, as
amended, or OPA, imposes a variety of requirements on responsible parties related to the prevention of oil spills and
liability for damages, including natural resource damages, resulting from such spills in waters of the United States. A
responsible party under OPA includes the owner or operator of an onshore facility or vessel, or the lessee or permittee
of the area in which an offshore facility is located. The Federal Water Pollution Control Act and analogous state laws
provide for administrative, civil and criminal penalties for unauthorized discharges and, together with the OPA,
require the development and implementation of spill prevention and response plans and impose potential liability for
the remedial costs and associated damages arising out of any unauthorized discharges.
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A certain portion of our completion services business supports other contractors actually performing hydraulic
fracturing to enhance the production of natural gas from formations with low permeability, such as shales. Due to
concerns raised concerning potential impacts of hydraulic fracturing and fracturing fluids disposal on drinking water
and groundwater quality, legislative and regulatory efforts at the federal level and in some states have been initiated in
the United States to render permitting, public disclosure and construction and operational compliance requirements for
our oil and gas industry customers more stringent for hydraulic fracturing. While hydraulic fracturing typically is
regulated in the United States by state oil and natural gas commissions, there have been developments indicating that
more federal regulatory involvement may occur. The EPA has asserted federal regulatory authority pursuant to the
federal Safe Drinking Water Act, or SDWA, over certain hydraulic fracturing activities involving the use of diesel
fuels and published draft permitting guidance in May 2012 addressing the performance of such activities using diesel
fuels. In November 2011, the EPA announced its intent to develop and issue regulations under the Toxic Substances
Control Act to require companies to disclose information regarding the chemicals used in hydraulic fracturing and the
agency currently plans to issue a Notice of Proposed Rulemaking that would seek public input on the design and scope
of such disclosure regulations. In addition, from time to time, Congress has considered legislation to provide for
federal regulation of hydraulic fracturing in the United States under the SDWA and to require disclosure of the
chemicals used in the hydraulic fracturing process. At the state level, some states have adopted and other states are
considering adopting legal requirements that could impose new or more stringent permitting, public disclosure or well
construction requirements on hydraulic fracturing activities. Local government also may seek to adopt ordinances
within their jurisdictions regulating the time, place or manner of drilling activities in general or hydraulic fracturing
activities in particular. In the event that new or more stringent federal, state or local legal restrictions relati