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Technology Focused
We are a leader in technological advancements and have been a champion of 

innovation that provides additional value to our customers. Our innovative and 

award-winning R&D remains a key component to future growth and continued 

commercial excellence.

More Efficient
We transformed our operating model in 2018 and 2019 which allowed us to 

drive efficiencies, improve operational execution and drive down our cost 

structure. The changes we made were systemic and integrated into our DNA. 

This prepared us very well for 2020 and beyond.

Green By Design™ Sustainability
We believe we are at the forefront of developing evolutionary technology that 

not only equips customers to reduce operational and environmental risk, but also 

empowers them to drive efficiency. This is best exemplified by our Power of e™ 

initiative and, more broadly, by the Green By Design™ concept linking a focus on 

sustainability across our entire product portfolio.

Our mission is to provide evolutionary 
technologies that enable our industry to 
work smarter, faster and safer, and serve 
the energy needs of our global community 
more responsibly and sustainably.

Dril-Quip
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Dril-Quip, Inc. manufactures offshore drilling and 
production equipment, which is well-suited for use 
in deepwater, harsh environments and severe service 
applications. The Company’s principal products consist 
of subsea and surface wellheads, subsea and surface 
production trees, mudline hanger systems, specialty 
connectors and associated pipe, drilling and production 
riser systems, wellhead connectors and diverters for use 
by major integrated, independent and foreign national 
oil and gas companies in offshore areas throughout 
the world. Dril-Quip also provides installation and 
reconditioning services and rents running tools for 
use in connection with installation and retrieval of its 
products. The Company’s activities are within a single 
industry segment. 

The Company has major manufacturing facilities in 
Houston, Texas; Aberdeen, Scotland; Macaé, Brazil; and 
Singapore. Dril-Quip’s service facilities are located in 
many oil and gas regions of the world, including Australia, 
Norway, Denmark, China, Egypt, Ghana and Qatar. 

The worldwide corporate headquarters are located in 
Houston, Texas. The Company was founded in 1981, 
went public in 1997 and is publicly traded on the NYSE 
under the symbol “DRQ.”

Forward-Looking Statements
Statements contained in this Annual Report relating to future 
operations, financial results and business plans are forward-looking 
statements that are based upon certain assumptions and analysis 
made by the management of the Company in light of its experience 
and perception of historical trends, current conditions, expected 
developments and other factors. These statements are subject to 
risks beyond the Company’s control, including the factors detailed 
in the Company’s Annual Report on Form 10-K enclosed herewith. 
Investors are cautioned that any such statements are not guarantees 
of future performance and actual outcomes may vary materially 
from those indicated. Forward-looking statements speak only as of 
the date they are made, and the Company assumes no obligation to 
update such information. 
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To my fellow shareholders, 

Despite the multiple challenges we faced in 

a difficult environment over this past year, 

Dril-Quip and its employees performed 

admirably. The pandemic brought immense 

challenges for our industry and customers, 

but Dril-Quip and our employees were ready 

to meet those challenges. Whether in our 

manufacturing and aftermarket facilities, 

on a rig, servicing our customers, or working 

remotely, all of our employees made 

adjustments to their routines to ensure that 

we delivered the world-class products and 

service that our customers expect from Dril-

Quip. I am grateful to our employees for their 

contributions and commitments this past year 

when they had to cope with many personal 

issues created by the pandemic.
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In 2018 and 2019, we transformed our operating model which 

allowed us to drive efficiencies, improve operational execution 

and drive down our cost structure. The changes we made were 

systemic and integrated into our DNA. This prepared us very well 

for 2020. While our results were challenged by the pandemic and 

associated oil and gas demand destruction this past year, it was 

not a year without significant progress and accomplishments for 

Dril-Quip. We were able to generate $365 million of revenue and 

$32 million of adjusted EBITDA in the full year 2020. Even though 

this is a decrease from our 2019 results, we successfully responded 

to the challenging environment by mitigating the impact of the 

pandemic, as seen in our operating and financial results, and were 

able to continue to deliver products and services to our customers. 

We saw headwinds in free cash flow in 2020, mainly caused 

by the effects of the pandemic, and also strategically added 

inventory for our expanding downhole tools business and subsea 

trees for stocking programs. These investments will serve us well 

in 2021 as we expect growth in those respective product lines. 

Although we are disappointed in our free cash flow performance 

in 2020, we believe we have laid the foundation through 

focused working capital initiatives for a strong recovery in 2021. 

Additionally, to drive complete organization alignment we have 

tied our annual performance compensation towards meeting 

these goals. With a debt-free balance sheet and $346 million 

in cash at year-end 2020, coupled with a further $40 million of 

availability under our credit facility, we remain well positioned for 

operating in the current environment. 

We are a leader in technological advancements and have been 

a champion of innovation that provides additional value to our 

customers. Our innovative and award-winning research and 

development remains a key component to future success and 

continued commercial excellence. In May, we were presented with 

our fifth “Spotlight on New Technology Award” by the Offshore 

Technology Conference for our VXTeTM Subsea Tree System. 

The VXTeTM is a disruptive technology that offers the operator 

the ability to drill the well to completion and land the tubing 

hanger in the wellhead without regard to its orientation as part 

of their normal drilling operations. This eliminates the traditional 

 Macaé, Brazil

World Headquarters 
Houston, Texas

Aberdeen, Scotland 

Singapore

 Engineering, Manufacturing, Sales & Service  Sales and/or Service  Sales Representatives
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development well scenario whereby the operator will cease 

drilling operations, pull the blowout preventer (“BOP”) stack, 

and run the horizontal tree or tubing spool, and then rerun 

the BOP stack to drill the well to completion. 

In July, we successfully installed our first HXTTM Subsea Tree 

in the Gulf of Mexico allowing us to continue to build on 

our installation performance track record that we believe 

will lead to additional orders and installations. In early 2021, 

we installed the first XPak DeTM, another award-winning 

technology, that is the industry’s first double expansion 

liner hanger and particularly well suited for deepwater 

applications. These milestones are significant building blocks 

of our track record for new product installation that will 

enhance our sales efforts for years to come.

Also in 2020, Dril-Quip with the support of our Board 

proactively engaged in developing a more comprehensive 

environmental, social and governance (“ESG”) strategy across 

its operations. This includes allocating resources and tools 

necessary to meet our ESG objectives and sustainably manage 

our business for the future. On February 8, 2021, we joined 

the United Nations Global Compact as a signatory, supporting 

the Ten Principles on human rights, labor, environment and 

anti-corruption. We are committed to making these principles 

a core part of our strategy, culture and day-to-day operations, 

engaging in collaborative projects which advance the broader 

development goals of the UN. We look forward to sharing 

this year where we currently stand in our journey toward 

these objectives as well as providing updates on our further 

progress in the future.

Sustainability has always been at the core of our operations 

because we believe our technology not only equips 

customers to reduce operational and environmental risk, but 

also empowers them to drive efficiency thereby reducing 

their carbon footprint. This is best exemplified by our Power 

of eTM initiative, and more broadly, by our Green By Design™ 

concept linking a focus on sustainability across our entire 

product portfolio. These technologies enable our customers 

to reach their carbon reduction targets, while lowering 

their capital and operating expenses. As an example, the 

combination of our e-series technologies can help reduce 

roughly 40 tons of steel from traditional operations. The 

elimination of this component alone reduces carbon 

emissions by approximately 70 tons as the process needed 

to produce the steel is no longer required. We will continue 

to deliver innovative solutions to our customers that not 

only help our customers achieve their goals in a more 

environmentally responsible way, but also provide greater 

access to affordable and cleaner energy to enhance the 

standard of living for people around the world.

As the market becomes increasingly focused on energy 

transition, we are aligning our capabilities and dedicating 

R&D resources to further develop differentiating technologies. 

As we have consistently done over the last several decades, 

we are committed to bring higher levels of innovation to the 

energy transition initiatives of our customers. 

As we look to 2021 and beyond, we remain cautiously 

optimistic about an offshore energy recovery, and we are 

seeing some signs of improvement. With rising commodity 

prices and a better supply and demand balance, we 

believe a recovery is on its way, albeit a more gradual one. 

However, we are not just waiting for an offshore recovery to 

allow us to achieve our goals. We began execution of new 

strategic growth pillars that we believe will allow Dril-Quip 

to outpace the market recovery.

We are well-positioned to gain share in targeted markets in 

our downhole tools business (“DHT”). During 2020 we made 

several changes to the DHT organization and operational 

strategy to improve efficiency, productivity and profitability. 

We began execution of new strategic growth pillars that we 

believe will allow Dril-Quip to outpace the market recovery.
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We believe that these structural changes combined with strong 

customer relationships, new technology, and quality service delivery 

will open the door to market share growth in our downhole tools 

business. Particularly, we see opportunities in the Middle East, Latin 

America and underrepresented deepwater markets where we have 

strengthening customer relationships and a reputation for service 

execution and reliability. 

We are also continuing to progress our consolidation-through-

collaboration strategy through peer-to-peer collaborations that 

expand market access for our technology. Our superior technology 

and qualifications lend themselves to partnering with multiple 

peers in integrated offerings that benefit our customers, provide 

access to new customers and are a win/win for all parties involved. 

Through this strategy, we can leverage our manufacturing 

capabilities and cutting-edge technology offerings to expand 

market share for our world-class products, and our peers can 

offer the best technology products to their customers. We believe 

that this is a unique approach that could increase bookings in a 

meaningful way in 2022 and beyond. 

In closing, we believe the culmination of all these efforts should 

lead to increasing market share by using technology and execution 

as a differentiator. We will be keenly focused on free cash flow 

generation and a competitive free cash flow yield to attract 

investment and ultimately benefit our shareholders. I want to thank 

my management team and our employees for their continued 

hard work and dedication, and our Board for their guidance and 

support. We have an experienced, results-driven organization 

delivering first-class service and a strong, clean balance sheet with 

nearly $350 million in cash on hand. We will build on our long 

history of customer service and execution, technical leadership and 

operating performance and believe Dril-Quip is well positioned to 

be successful in the present as we prepare for the future. 

Blake T. DeBerry 
Chief Executive Officer 
March 22, 2021

55555555555555555555555
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Financial Highlights
(In thousands, except per share data)

Years ended December 31

Statement of Operations Data 2020 2019 2018

Revenues $ 364,973 $  414,806 $  384,626 

Operating income (loss)  (63,559) 2,803  (122,738)

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

Diluted earnings (loss) per share  (0.87) 0.05  (2.58)

Weighted average diluted shares outstanding 35,260 36,152  37,075 

Years ended December 31

Other Data 2020 2019 2018

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

Free Cash Flow:

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

Less: Capital expenditures  (11,943)  (11,501)  (32,061)

Free Cash Flow $  (33,031) $ 3,177 $  13,442 

Years ended December 31

Year-end Financial Position 2020 2019 2018

Working capital $ 777,681 $ 783,549 $ 771,442

Total assets 1,151,172 1,206,565  1,192,510 

Total debt  -    -    -   

Total stockholders' equity 1,041,528 1,090,701  1,096,162 

2020 financial results were negatively impacted by impairment charges of $7.7 million and restructuring and other charges of $35.4 million. 2019 financial results were negatively impacted by restructuring and severance charges of $4.4 

million. 2018 financial results were negatively impacted by impairment charges of $38.6 million and restructuring and other charges of $60.0 million.
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Products

Subsea Equipment - 

Subsea wellheads

Mudline hanger systems



specialty connectors

Production riser systems

subsea production tree

Downhole Tools - 
liner hanger

Surface Equipment - 

Platform wellheads

a platform production tree

Riser tensioners

Rig Equipment - 
drilling riser system

wellhead connector
Diverters

safety valve



Services

Technical Advisory Assistance.

Reconditioning.

Leasing
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Core Values and Culture

Employee Engagement



Employees

Diversity and Inclusion

Employee Development

Competitive Compensation

Employee Benefits



Health, Safety and Environment

Employee Turnover

Employee Recruitment





Blake T. DeBerry

Jeffrey J. Bird 

James C. Webster

Raj Kumar 



Risks Related to COVID-19

Risks Related to Business, Operations and Industry
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Risks Related to Third-Party Relationships

Financial Risks
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Risks Related to Legal, Compliance and Regulations
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Risks Related to Cybersecurity and Technology

Risks Related to Ownership of our Common Stock
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Oil and Gas Prices

Rig Count

 

Source: IHS—Petrodata RigBase— December 31, 2020, 2019 and 2018



Regulation

Business Environment 



 



Revenues

Cost of Sales.

Selling, General and Administrative Expenses.



Engineering and Product Development Expenses.

Impairment

Restructuring and Other Charges.
 

 

(Gain) Loss on Sale of Assets.

Foreign Currency Transaction (Gains) and Losses.

Income Tax Provision

Reclassifications.

.



 

 

Year Ended December 31, 2020 Compared to Year Ended December 31, 2019

Revenues.



Cost of Sales.

Selling, General and Administrative Expenses.

Engineering and Product Development Expenses.

Impairments.  

Restructuring and Other Charges



Gain on Sale of Assets.

Foreign Currency Transaction (Gains) and Losses.

Income Tax Provision (Benefit)

Net Income (Loss).

Adjusted EBITDA

 



Cash Flows

 

 



Repurchase of Equity Securities

Contractual Obligations 

  

Asset Backed Loan (ABL) Credit Facility



 



Revenue Recognition

Product revenues

•

•

Revenues recognized under the over time method

•

•

•

•

•



Revenues recognized under the point in time method

Service revenues

•

•

Leasing revenues

Inventories

Inventory Reserves

Goodwill
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Internal Control—Integrated Framework
Internal Control—Integrated Framework



Opinions on the Financial Statements and Internal Control over Financial Reporting

Internal Control - Integrated Framework

Internal Control - Integrated Framework

Basis for Opinions

Definition and Limitations of Internal Control over Financial Reporting



Critical Audit Matters

Allowance for Slow Moving and Excess Inventory



 



 



 



 



 



Principles of Consolidation

Reclassifications

.

Use of Estimates



Cash and Cash Equivalents

Trade Receivables

Inventories

Inventory Reserves 

Property, Plant and Equipment

Goodwill and intangible assets

Impairment of Long-Lived Assets



Restructuring and other charges

Income Taxes

Revenue Recognition

Product revenues

•

•

Revenues recognized under the over time method

•

•

•

•

•



Revenues recognized under the point in time method

Service revenues

•

•

Leasing revenues

Practical Expedients

Foreign Currency

Fair Value of Financial Instruments

Concentration of Credit Risk



Earnings Per Share

 

 

 



Contract Balances

Contract Assets (amounts shown in thousands)

Contract Liabilities (amounts shown in thousands)

Remaining Performance Obligations
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Brazilian Tax Issue

FMC Technologies Lawsuit

FMC Technologies, Inc. 
v. Richard Murphy and Dril-Quip, Inc.

General



 

Revenues  

Depreciation and amortization  
Income (loss) before taxes  

Revenues  

Depreciation and amortization  
Income before taxes  



 

Revenues  

Depreciation and amortization  
Income (loss) before taxes  

Depreciation and amortization  
Loss before taxes  

Revenues  

Depreciation and amortization  
Income (loss) before taxes  



 

Total long-lived assets:  

Total assets:  

Stock Options



 

 

Restricted Stock Awards

 

Performance Unit Awards



 

 

Director Stock Compensation Awards

 



Equity Compensation Plan Information

 

 

 

 



 



















John V. Lovoi 
Chairman of the Board

Steven L. Newman 
Director

Board of Directors Executive Officers

Corporate Address 
Dril-Quip, Inc. 
6401 N. Eldridge Pkwy. 
Houston, TX 77041 
+1 713-939-7711

Independent Registered Public 
Accountants 
PricewaterhouseCoopers LLP 
Houston, TX

Transfer Agent 
Computershare 
P.O. Box 30170 
College Station, TX 77842-3170

Analysts, portfolio managers, 
representatives of the news media 
and other interested parties seeking 
financial information about the 
Company should contact:

Dril-Quip, Inc. 
Investor Relations 
6401 N. Eldridge Pkwy. 
Houston, TX 77041 
+1 713-939-7711 
www.dril-quip.com

Common Stock 
Dril-Quip Inc.’s common stock is listed on 
the New York Stock Exchange under the 
symbol “DRQ.”

Annual Meeting 
The annual meeting of stockholders will 
be held on May 12, 2021 at 10 a.m. at the 
Company’s world headquarters located 
at 6401 N. Eldridge Pkwy. Houston, TX 
77041. Information with respect to the 
annual meeting is contained in the Proxy 
Statement delivered to the holders of 
Dril-Quip, Inc. common stock. This 2020 
Annual Report is not to be considered a 
part of the proxy soliciting materials.

Blake T. DeBerry 
Director and 
Chief Executive Officer

A.P. Shukis 
Director

Terrence B. Jupp 
Director

Amy B. Schwetz 
Director

Raj Kumar 
Vice President and 
Chief Financial Officer

Jeffrey J. Bird 
President and 
Chief Operating Officer

Blake T. DeBerry 
Director and 
Chief Executive Officer

James C. Webster 
Vice President, General Counsel 
and Secretary
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