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World Record Completion
In September 2018, this NCS Multistage frac-isolation
assembly successfully located and shifted all 227 sleeves 
in a well in the Montney formation with a single coiled-
tubing trip, breaking our previous world record of 168
sleeves. After placing 18.1 million lb of sand, the multi-set
bridge plug, slips, and sleeve locator looked almost new 
at the end of the job, a testament to the robustness and
durability of our industry-leading technology.

2018 FULL-YEAR FINANCIAL HIGHLIGHTS

    Revenue of $227.0 million representing a 13% increase
compared to 2017. 

    
EBITDA margin.*  

    Adjusted earnings of $0.20 per diluted share.*  

    At December 31, we had $25.1 million in cash and total
debt of $25.7 million, which included $20.0 million that was
drawn under our U.S. revolving credit facility.  We also had up 
to $55.0 million in total availability under our revolving credit 
facilities, bringing our total potential liquidity at December 31
to $80.1 million.

U.S. HIGHLIGHTS

    Revenue in 2018 of $103.4 million, a 62% increase over
2017. 

    Sequential revenue growth in product sales in each quarter in 
2018.

    Over the last 12 months we had 25-30 U.S. customers using
our pinpoint fracturing systems with the majority of activity 
and revenue coming from repeat customers.

    U.S. services revenue grew by 59% compared to 2017,

In the U.S., we continue to pursue market-share growth across 
our product and service lines, executing our targeted sales
initiatives within Fracturing Systems, leveraging the success of 
the AirLock casing buoyancy system within Well Construction, 

optimize well spacing and control frac hits, and delivering the

Express system, which integrates our composite frac plug
with the disposable setting tool.

CANADA HIGHLIGHTS

Revenue for the year of $109.5 million was 14% lower than in
2017, as a result of a challenging Canadian market environment. 
Despite the challenging environment, we remain committed to 
growing our presence in Canada over the long-term. During
2018, we invested in our Canadian business by opening a new 
tracer laboratory in Calgary, enabling our Tracer Diagnostics 
business to win additional work, including the largest, multi-well
pad tracing job in our history. We also completed the build-out 

support personnel moved in on January 2, 2019.

In response to the current market conditions in Canada, we are
pursuing the following initiatives, which we believe will allow us to
maintain our market share and leverage our market presence.

    Within Fracturing Systems, pricing initiatives, along with our 
strong track record and operational excellence have enabled
us to win back business from customers that have trialed 
competing systems.

    
is resulting in higher sales of our AirLock casing buoyancy 
system and liner hangers.

    
plugs to the Canadian market in 2019.

    
high-pressure markets.  We are on track to have the sleeves
and isolation assemblies for this family of products ready for 
commercialization in the second half of 2019.

Dear Fellow Stockholders:

Although market conditions were challenging in 2018, especially in the second half of the year, 
our company achieved overall revenue growth and our employees advanced a number of 
important projects and initiatives, many of which are described in this letter and annual report. 
First, I will review our overall full-year results, then each of our geographical markets. After that, 
I will discuss how we have transformed our company over the past several years and also our 

and preparation. Finally, I will re-emphasize our commitment to capital discipline and our 



INTERNATIONAL HIGHLIGHTS

    Year-over-year revenue growth of 43%.

    In the North Sea, we installed sleeves and completed wells

    We introduced our Tracer Diagnostics services into Argentina 
and expect to expand into other countries in 2019.

    We began working with a dedicated sales representative 

region in 2019.

A MORE BALANCED BUSINESS

I want to emphasize that we have transformed the company
over the last two years. In addition to growing our Fracturing

acquired Spectrum Tracer Services, both of which expanded 
our addressable market, more than doubled our customer
base, and reduced our exposure to any single product, service, 
or geographic market. More than 50% of our revenue in 2018
came from the U.S. and from markets outside of North America,
reducing our historical dependence on the Canadian market.

NCS is positioned to leverage our portfolio of products and
services to help customers reduce costs and improve their well
productivity and return on capital. 

    Within Fracturing Systems, we continue to be the worldwide 
leader in pinpoint completions, having surpassed 10,000 
cumulative wells completed through the end of 2018.

      We are the second-largest provider of chemical and
radioactive Tracer Diagnostics services in North America, and
we are continuing to enter select international markets.

    
casing buoyancy system.  We surpassed 6,500 cumulative
successful AirLock system installations through the end of 

2018 and are leveraging that success to pursue additional 
revenue opportunities for our liner hanger system, toe 
sleeves, and other Well Construction products.

    
the performance of our composite plug and as customers 

A NEW ERP SYSTEM

A major internal project throughout 2018 was the preparation 

occurring at the beginning of 2019. A broad-based team at 
NCS worked tirelessly to prepare for the implementation. We

will support decision-making, improve our working capital
management, and better facilitate future development of our 
business.

FOCUS ON FREE CASH FLOW AND RETURNS

We strive to balance the investments required to drive revenue
growth with a capital light business model that can generate

venture and Spectrum acquisition provide us with multiple

expenditures in 2019 as compared to 2018, which will allow us 

generation, we strive to continue to improve our return on
invested capital and create value for our stockholders.

On behalf of our entire management team and board of directors, I would like to personally thank our stockholders, 

allowed us to achieve amazing results in spite of the challenging market in the past year.

Robert Nipper

are meaningful and reconciliations of these measures to net loss, (which was (203.6) million in 2018, or $(4.51) per diluted share), the most directly comparable measures 
under generally accepted accounting principles, see the press release announcing our fourth quarter results filed as an exhibit to the Form 8-K on March 7, 2019 and 



NEW
TECHNOLOGY

 CENTER

A World-Class Technology Resource
A major accomplishment in 2018 was completing the build-out of our world-class 
NCS Multistage Technology Center (front cover). Shown here is a portion of the

energy-containment rating of 150 kilojoules and safely accommodate tests involving
pressures to 20,000 psi. All cells are 12 ft wide by 10 ft high and vary in depth from
4 ft to 32 ft. Advanced data acquisition systems and video networks allow tests to
be controlled and monitored remotely by our engineers and customer personnel. 

Setting up in a Test Cell
This 20-ft by 12-ft test cell accommodates a test 

under tightly controlled pressures and temperatures.











 



Fracturing Systems. 

Casing-installed sliding sleeves.

Downhole frac isolation assembly.

Sand jet perforating. 

SpotFrac system.

BallShift sleeves.



Well Construction.

AirLock casing buoyancy system. 

Liner hanger systems.

Toe initiation sleeves. 

Reservoir Strategies.

Tracer Services. 

Repeat Precision. 







Air Emissions.

Water Discharges

Climate Change.

Non-Hazardous and Hazardous Wastes.





Described below are certain risks that we believe apply to our business and the industry in which we operate. You should 
carefully consider each of the following risk factors in conjunction with other information provided in this Form 10-K and in our 
other public disclosures. The risks described below highlight potential events, trends or other circumstances that could adversely 
affect our business, financial condition, results of operations, cash flows, liquidity or access to sources of financing, and consequently, 
the market value of our common stock. Additional risks and uncertainties not currently known to us or that we currently deem 
immaterial may also materially adversely affect our business, financial condition and results of operations. All forward-looking 
statements made by us or on our behalf are qualified by the risks described below. 

Our business depends on the levels of expenditures by companies in the oil and natural gas industry and particularly on the 
level of E&P activity within Canada and the United States. A substantial or extended decline in the prices for oil and natural 
gas could result in lower expenditures by our customers, which has had, and may continue to have, a material adverse effect on 
our business, financial condition and results of operations.  



The cyclicality of the oil and natural gas industry may cause our results of operations to fluctuate.  

Low commodity price environments can negatively impact oil and natural gas E&P companies and, in some cases, impair their 
ability to timely pay for products or services provided or can result in their insolvency or bankruptcy, any of which exposes us to 
credit risk of our oil and natural gas E&P customers. 

 



We may not be able to successfully implement our strategy of increasing sales of our products and services for use in basins 
located in the United States. 

Competition within our industry may adversely affect our ability to market our services. 

A single customer constituted 8%, 14% and 26% of our revenue for the years ended December 31, 2018, 2017 and 2016, 
respectively, and the loss of that customer or any other of our significant customers, or their failure to pay the amounts they owe 
us, could cause our revenue to decline substantially. 

Impairment in the carrying value of long-lived assets and goodwill could negatively affect our operating results 



 
Our success depends on our ability to develop and implement new technologies, products and services. 



 
Advancements in drilling and well completion technologies could have a material adverse effect on our business, financial 
condition, results of operations and cash flows. 

 
We often have long sales cycles, which can result in significant time between initial contact with a prospective customer and 
sales of our products and services to that customer, making it difficult to project when, if at all, we will obtain new customers 
and when we will generate revenue from those customers. 

A significant amount of our revenue generated is denominated in the Canadian dollar and could be negatively impacted by 
currency fluctuations. 



Losses and liabilities from operating activities could have a material adverse effect on our financial condition and operations. 

 
The growth of our business through acquisitions or strategic partnerships exposes us to various risks, including identifying 
suitable opportunities and integrating businesses, assets and personnel. 



 
Our operations may be limited or disrupted in certain parts of the continental United States and Canada during severe weather 
conditions, which could have a material adverse effect on our business, financial condition and results of operations. 

 
Hydraulic fracturing is substantially dependent on the availability of water. Restrictions on the ability of our customers to 
obtain water may have a material adverse effect on our business, financial condition and results of operations. 

Our competitors may infringe upon, misappropriate, violate or challenge the validity or enforceability of our intellectual 
property and we may not be able to adequately protect or enforce our intellectual property rights in the future. 



 
We may be adversely affected by disputes regarding intellectual property rights and the value of our intellectual property rights 
is uncertain. 

 
Our products are used in operations that are subject to potential hazards inherent in the oil and natural gas industry, including 
claims for personal injury and property damage, and, as a result, we are exposed to potential liabilities that may affect our 
financial condition and reputation. 



The adoption of climate change legislation or regulations restricting emissions of GHGs could result in increased operating 
costs and reduced demand for oil and natural gas. 

Federal and state legislative and regulatory initiatives relating to hydraulic fracturing could result in increased costs and 
additional operating restrictions or delays on our customers which could in turn decrease the demand for our products and 
services. 



We may not be able to meet applicable regulatory requirements for our use of certain chemicals by our recently acquired tracer 
diagnostics business, and, even if requirements are met, complying on an ongoing basis with the numerous regulatory 
requirements will be time-consuming and costly. 

Our operations and our customers’ operations are subject to a variety of governmental laws and regulations that may increase 
our costs, limit the demand for our products and services or restrict our operations. 



Changes in trade policies, including the imposition of additional tariffs, could negatively impact our business, financial 
condition and results of operations.  

 

 
 
If we are unable to accurately predict customer demand or if customers cancel their orders on short notice, we may hold excess 
or obsolete inventory, which would reduce gross margins. Conversely, insufficient inventory would result in lost revenue 
opportunities and potentially a loss in market share and damaged customer relationships. 



 
We could be subject to additional income tax liabilities. 

 
Loss of our information and computer systems could adversely affect our business. 

We are subject to cyber security risks. A cyber incident could occur and result in information theft, data corruption, operational 
disruption and/or financial loss. 



Complications with the design or implementation of our new enterprise resource planning system could adversely impact our 
business and operations.

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

 
We may have difficulty managing growth in our business, which could have a material adverse effect on our business, financial 
condition and results of operations. 

Our success may depend on the continued service and availability of key personnel. 



We may be unable to attract and retain skilled and technically knowledgeable employees, which could adversely affect our 
business. 

Unionization efforts could increase our costs or limit our flexibility. 

Restrictions on drilling activities intended to protect certain species of wildlife may adversely affect the ability of our customers 
to conduct drilling activities in some of the areas where we operate. 

We are subject to the risk of supplier concentration. 

We may not be able to satisfy technical requirements, testing requirements, code requirements or other specifications under 
contracts and contract tenders. 



 
We are a holding company and rely on dividends, distributions and other payments, advances and transfers of funds from our 
subsidiaries to meet our obligations. 

Our outstanding indebtedness could adversely affect our financial condition and our ability to operate our business, and we 
may not be able to generate sufficient cash flows to meet our debt service obligations. 

We and our subsidiaries may be able to incur substantial indebtedness. 

Restrictive covenants in the agreement governing our Senior Secured Credit Facility may restrict our ability to pursue our 
business strategies. 



Volatility and weakness in bank and capital markets may adversely affect credit availability and related financing costs for us. 



The price of our common stock may be volatile and you could lose all or part of your investment. 

We are controlled by the Advent Funds, whose interests may differ from those of our public stockholders. 



Advent and our directors affiliated with Advent, with certain exceptions, do not have obligations to present business 
opportunities to us and may compete with us. 

Future sales of our common stock, or the perception in the public markets that these sales may occur, could cause the market 
price for our common stock to decline.

 

We have elected to take advantage of the “controlled company” exemption to the corporate governance rules for publicly-listed 
companies, which could make our common stock less attractive to some investors or otherwise harm our stock price. 



Anti-takeover protections in our amended and restated certificate of incorporation, our amended and restated bylaws or our 
contractual obligations may discourage or prevent a takeover of our company, even if an acquisition would be beneficial to our 
stockholders. 

We are an “emerging growth company” and may elect to comply with reduced reporting requirements applicable to emerging 
growth companies, which could make our common stock less attractive to investors.  



In the past, we identified material weaknesses in our internal control over financial reporting and may identify material 
weaknesses in the future or otherwise fail to maintain an effective system of internal controls, which may result in material 
misstatements of our financial statements or cause to us to fail to meet our reporting obligations or fail to prevent fraud; which 
would harm our business and could negatively impact the price of our common stock. 

Our amended and restated certificate of incorporation provides, subject to certain exceptions, that the Court of Chancery of the 
State of Delaware will be the sole and exclusive forum for certain stockholder litigation matters, which could limit our 
stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, employees or 
stockholders. 













The following is a discussion and analysis of our financial condition and results of operations as of, and for, the periods 
presented. You should read the following discussion and analysis of our financial condition and results of operations together with the 
sections entitled Item 1A. “Risk Factors,” “—Cautionary Note Regarding Forward-Looking Statements,” Item 6. “Selected Historical 
Financial Data” and our consolidated financial statements and related notes thereto included elsewhere in this Form 10-K. This 
section and other parts of the Form 10-K contain forward-looking statements regarding the industry outlook, estimates and 
assumptions concerning events and financial and industry trends that may affect our future results of operations or financial condition 
and other non-historical statements. These forward-looking statements are subject to numerous risks and uncertainties, including but 
not limited to the risks and uncertainties described in “—Cautionary Note Regarding Forward-Looking Statements” and 
Item 1A. “Risk Factors.” Our actual results may differ materially from those contained in or implied by these forward-looking 
statements.

Oil and Natural Gas Drilling and Completion Activity 





 $30.00

 $40.00

 $50.00

 $60.00

 $70.00

 $80.00

3/31/2015 6/30/2015 9/30/2015 12/31/2015 3/31/2016 6/30/2016 9/30/2016 12/31/2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 3/31/2018 6/30/2018 9/30/2018 12/31/2018

Crude Oil (per Bbl)

WTI Crude (per Bbl) Brent Crude (per Bbl)

 $1.50

 $2.00

 $2.50

 $3.00

 $3.50

 $4.00

 $4.50

3/31/2015 6/30/2015 9/30/2015 12/31/2015 3/31/2016 6/30/2016 9/30/2016 12/31/2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 3/31/2018 6/30/2018 9/30/2018 12/31/2018

Henry Hub Natural Gas (per MMBtu)

Henry Hub Natural Gas (per MMBtu)

 -

 100

 200

 300

 400

 500

 600

 -

 200

 400

 600

 800

 1,000

 1,200

 1,400

 1,600

 1,800

3/31/15 6/30/15 9/30/15 12/31/15 3/31/16 6/30/16 9/30/16 12/31/16 3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 6/30/18 9/30/18 12/31/18

North American Land Rig Count

U.S. Land (LHS) North America Land (LHS) Canada Land (RHS)



Adoption of Pinpoint Stimulation 

Increasing Well Complexity and Focus on Completion Optimization 





Revenues 

Adjusted EBITDA 
 

Free Cash Flow 
 



Year Ended December 31, 2018 compared to Year Ended December 31, 2017 
 
Revenues 



Cost of sales

Selling, general and administrative expenses

Depreciation

Amortization

Change in fair value of contingent consideration

Impairments  
 



Interest expense, net

Other income, net

Income tax (benefit) expense 



Year Ended December 31, 2017 compared to Year Ended December 31, 2016 
 
Revenues

Cost of sales

Selling, general and administrative expenses

Depreciation

Amortization

Change in fair value of contingent consideration

Interest expense, net



Other income, net

Foreign currency exchange gain (loss)

Income tax expense (benefit)  



 
Cash Flows and Free Cash Flow  

Operating Activities  

Investing Activities 



Financing Activities 

Financing Arrangement 



Contractual Obligations  

Off-Balance Sheet Arrangements 

Effects of Inflation 



Revenue Recognition 

Product Sales Revenues

Services Revenue

Allowance for Doubtful Accounts 



Inventories 

Impairments 

Property and Equipment 



 

Business Combinations, Goodwill and Intangible Assets 

Business Combinations

Income Taxes  



Share-Based Compensation  

Compensation— Stock Compensation 

 



Commodity Price Risk 

Foreign Currency Exchange Rate Risk 

Interest Rate Risk 

Credit Risk 





 
Opinion on the Financial Statements 

Basis for Opinion 













Organization 

Basis of Presentation 

Use of Estimates 

Foreign Currency 

Foreign Currency Matters

Revenue Recognition 



Product Sales Revenues

Services Revenue

Cash and Cash Equivalents 

Statements of Cash Flow

Concentration of Credit Risk 

 
Accounts Receivable, Trade and Allowance for Doubtful Accounts 



Inventories 

Impairments 

Property and Equipment 



 

Business Combinations, Goodwill and Intangible Assets 
 

Business Combinations

Income Taxes 

Income Taxes



Share-Based Compensation 

Compensation—Stock Compensation

Fair Value 

Fair Value Measurements



Earnings Per Share 

Research and Development 

Recent Accounting Pronouncements  

Pronouncements Adopted in 2018

, Improvements to Nonemployee Share-Based 
Payment Accounting (Topic 718). 

 

Clarifying the Definition of a Business (Topic 805)

Classification of Certain Cash Receipts and Cash Payments (Topic 230)

Revenue from Contracts with Customers (Topic 606)



Pronouncements Not Yet Effective  

Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-40)

Fair Value Measurement (Topic 820)

Leases (Topic 842)

Financial Statement Impact of Adopting ASC 606  

  



  
  

  
  

Disaggregation of Revenue  

Contract Balances  

Contracts with Multiple Performance Obligations  



Practical Expedients and Exemptions

Spectrum Tracer Services



Repeat Precision



Business Combinations





  

  

 



Senior Secured Credit Facility



Promissory Note

Equipment Notes



Capital Leases 

 
Litigation 



Operating Leases 

Initial Public Offering 

Stock Split 

Authorized and Outstanding Shares 

Voting



Dividends

 
Equity Incentive Plans 
 

2011 Plan 
 

 
2012 Plan 
 

 
2017 Plan 
 

Stock Options 

Determining fair market value 

Expected volatility



Risk-free interest rate

Expected term

Expected dividend yield

 



 
Restricted Stock Units 
 

Performance Stock Unit Awards 
 

 
 
 

 

 
Employee Stock Purchase Plan 
 



Total Share Based Compensation Expense 
 







 

















 

 
 
 

 
 
 

 
 
 



Frac Simulation Flow Loop
Flow loops like the one below enable us to function test our
sleeves and frac-isolation assemblies under various well 

and concentrations. This particular test is evaluating the impact
of a screen-out on our ability to close a sleeve and unset the 
downhole frac-isolation assembly.

Enhanced Recovery Flow Loop

gained momentum in 2018, leading to the

loop simulates dynamic multistage injection 
conditions to test a proprietary system that
continuously and autonomously optimizes 

a horizontal well. The system diagnoses and 

bypass and strand recoverable oil.

New-Generation Pinpoint Fracturing Technology
Throughout 2018, we continued developing a new generation of our 
coiled-tubing-deployed pinpoint fracturing system. The new sleeves are 
shorter and more economical than our previous versions, and the frac-
isolation assembly incorporates numerous improvements that make it
even more robust and reliable than our current record-setting system. 

to be fully commercialized in 2019.

Single-Use Frac-Plug Setting Tool

stage isolation for plug-and-perforate completions

tool that is single-use and disposable. Factory ass
setting-tool redressing errors.

. In

em

n 2018, Repeat 

mbly eliminates costly wellsite

NEW  
COMPLETION  

TECHNOLOGY



New Tracer Analytical Laboratory
In October 2018, we commissioned our new Tracer Diagnostics laboratory in Calgary to
support our growing tracer customer base in Canada. This facility complements our existing 

to the reliability of the results we report to our customers. Below, water and oil tracer samples

detection, liquid chromatography, and high-resolution mass spectrometry, all performed in a 
single analytical run. Below left, prepared samples are placed in an auto-sampler to begin the
analysis sequence.

OUR FIRST 
OFFSHORE 

COMPLETIONS

At Work in the North Sea

work in 2018, opening a new and promising
market for our pinpoint fracturing technology. 
We worked in both the Norwegian and the
Danish Sector of the North Sea, demonstrating 
that our coiled-tubing-deployed pinpoint 
fracturing system can also be operated 

able to complete four stages in 26.5 hours 
using our system; with conventional plug and 
perf, they were limited to a single stage in the
same amount of time. In the Danish sector, 

performance from one zone in three days to 
three zones in a single day. At right, the Noble
Sam Turner (Noble Corporation plc), the rig wer
worked from in the Danish Sector. 

Opposite page: Noble and NCS Multistage 
personnel inspect the NCS Multistage downhole 
frac-isolation assembly.

TRACER  
DIAGNOSTICS 

EXPANSION





Nasdaq: NCSM©2019 NCS Multistage, LLC.  All rights reserved.

19450 State Highway 249 • Suite 200
Houston, Texas 77070

281.453.2222
ir@ncsmultistage.com

ncsmultistage.com
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