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Forward-Looking Statements

This presentation includes forward-looking statements that reflect our current expectations and projections about our future results, performance
and prospects, including the acquisition of Motley Services, LLC (“Motley”) (the “Acquisition”). Forward-looking statements include all
statements that are not historical in nature or are not current facts. We have tried to identify these forward-looking statements by using forwardlooking words, including “believe,” “expect,” “plan,” “intend,” “anticipate,” “estimate,” “predict,” “potential,” “continue,” “may,” “might,” “should,”
“could,” “will” or the negative of these terms or similar expressions.
These forward-looking statements are subject to a number of risks, uncertainties, assumptions and other factors that could cause our actual
results, performance and prospects, including the consummation and expected impact of the Acquisition, to differ materially from those
expressed in, or implied by, these forward-looking statements. Factors that might cause such a difference include those discussed in our filings
with the Securities and Exchange Commission (the “SEC”), in particular those discussed under the headings “Risk Factors” and “Special Note
About Forward-Looking Statements,” including the following factors: regulation of and dependence upon the energy industry; the cyclical nature
of the energy industry; market prices for fuel, oil and natural gas; competitive conditions; legislative or regulatory changes and potential liability
under federal and state laws and regulations; decreases in the rate at which oil or natural gas reserves are discovered or developed; the impact
of technological advances on the demand for our products and services; delays of customers obtaining permits for their operations; dependence
upon a small number of suppliers for key goods and services or the availability of adequate supply; hazards and operational risks that may not
be fully covered by insurance; the write-off of a significant portion of intangible assets; the need to obtain additional capital or financing, and the
availability and/or cost of obtaining such capital or financing; limitations that our organizational documents, debt instruments and U.S. federal
income tax; requirements may have on our financial flexibility and our ability to engage in strategic transactions; our credit profile; changes in
supply and demand of equipment; oilfield anti-indemnity provisions; severe weather; reliance on information technology resources and the
inability to implement new technology; increased labor costs or the unavailability of skilled workers and the inability to retain key personnel; the
inability to successfully consummate acquisitions or the inability to manage potential growth; and the inability to achieve some or all of the
benefits of the Spin-Off.
In addition, the risks and uncertainties include, but are not limited to, our ability to complete the Acquisition in a timely manner or at all, the ability
to achieve expected synergies related to the Acquisition in a timely manner or at all, the ability to achieve accretion to earnings, revenue or other
benefits expected in connection with the Acquisition, disruption to business relationships, operating results and the business of KLX Energy
Services and/or Motley generally, the ability to retain Motley employees, the availability of debt and equity financing, our ability to address
operational challenges relating to the integration of Motley with our existing business, our ability to effectively identify, execute and integrate
other acquisitions, and the performance of our acquisitions once acquired. Due to these factors and risks, we may be required to write down or
take impairment charges of assets associated with acquisitions.
In light of these risks and uncertainties, you are cautioned not to put undue reliance on any forward-looking statements in this presentation.
Except as required under the federal securities laws and rules and regulations of the SEC, we undertake no obligation to publicly update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise. Additional risks that we may currently
deem immaterial or that are not presently known to us could also cause the forward-looking events discussed in this presentation not to occur.
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Non-GAAP Financial Measures

This presentation uses non-GAAP financial measures, including but not limited to, Adjusted EBITDA, Adjusted EBITDA
margin, Pro Forma Adjusted EBITDA and Adjusted operating earnings. These non-GAAP financial measures are not
presented in accordance with U.S. generally accepted accounting principles (“GAAP”) and have important limitations as
analytical tools and may exclude items that are significant in understanding and assessing our financial results.
Therefore, these measures should not be considered in isolation or as a substitute for analysis of our results as
reported under GAAP. However, we present these non-GAAP measures because we consider them to be useful
supplemental measures of performance for investors, analysts and rating agencies. You should be aware that these
measures are defined differently by different companies in our industry, and accordingly, our presentation of these
measures may not be comparable to similarly-titled measures used by other companies. See Appendix for
reconciliations of Adjusted EBITDA, Pro Forma Adjusted EBITDA and Adjusted operating earnings to the most directly
comparable GAAP metric.
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Executive Summary
 KLX Energy Services Holdings, Inc. (“KLXE” or the “Company”) intends to issue $250mm of 7-year Senior Secured Notes (the “Notes”)
 KLXE spun out from KLX Inc. on September 14, 2018 as an independent, publicly-traded Company, listed on the Nasdaq
— The Company is a leading U.S. onshore provider of mission critical oilfield services focused on completion, intervention and
production activities
— Diversified nationwide presence across the major North American onshore energy producing shale basins:
• Southwest, Rockies, Northeast and Mid-Con

 KLXE is dramatically growing its customer base and gaining market share
• Q2 2018 organic revenue growth of approximately 60.4 percent

 KLXE is focused on expanding its product service lines (“PSLs”) and continuing to grow its market share
 Consistent with this strategy, the Company intends to use the majority of the proceeds of this offering to acquire Motley Services, LLC
(“Motley”), in support of its expansion into coiled tubing services, a complementary service offering to the Company’s existing portfolio
of mission critical technical services

 The remainder of the proceeds will be used for transaction fees and expenses, fund cash to balance sheet, and for general corporate
purposes, including potential acquisitions

 Combined company LTM 7/31/18 pro forma revenues and Adj. EBITDA would have been $510.7 million and $88.2 million, respectively1
— This equates to total and net leverage of 2.8x and 1.1x, respectively

 Combined company annualized third quarter 2018 guidance revenues are $616.4 million and Adj. EBITDA is $152.0 million or 24.7% of
sales2
— This equates to total and net leverage of 1.6x and 0.6x, respectively2

 The acquisition is expected to close late October / early November
Note: KLXE and Motley report year-end on different dates: KLXE on 1/31 and Motley on 12/31
1 See “Unaudited pro forma condensed combined financial statements” in the preliminary offering memorandum for a discussion of the significant assumptions and basis of presentation of the pro forma
financial data
2 Based on the combination of KLXE’s third quarter 2018 guidance and the mid-point of Motley’s third quarter 2018 guidance, multiplied by four
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Company Overview

KLX Energy Services - A New Publicly Traded Company

1

Scalable platform, well-positioned to participate in sector consolidation

2

Differentiated services and market position generates superior profit margins

3

Rapid organic growth driven by market share gains

4

Strong balance sheet, ample liquidity and no funded debt

5

Intangible assets provide substantial tax shelter;
2019 KLXE tax rate is expected to be approximately 10-12%
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Management Overview

Amin Khoury

Tom McCaffrey

Gary Roberts

Chairman, Chief Executive Officer

Senior Vice President and Chief
Financial Officer

Vice President and General Manager

 Founded B/E Aerospace in 1987
 Spun-off KLX in 2014
 Served as Chairman and CEO of KLXI
until its acquisition by The Boeing
Company in October 2018
 Previously founder, Chairman and CEO
of B/E Aerospace until its acquisition by
Rockwell Collins in April 2017

 Served as President and COO of KLX
until its acquisition by The Boeing
Company in October 2018
 Previously Senior Vice President and
Chief Financial Officer of B/E Aerospace
from 1993 to 2014
 Prior to joining B/E in 1993, practiced as
a CPA for 17 years

 Served as Vice President and General
Manager of Energy Services business of
KLX until its acquisition by The Boeing
Company in October 2018
 Over 30 years of experience in Oilfield
Services industry, including
6 years at Baker Hughes and 16 years at
Weatherford
 Previously CEO of Vision Oil Tools from
2010 until its acquisition by B/E
Aerospace in 2014

Mr. Khoury and Mr. McCaffrey and the entire KLX Board of Directors are compensated 100% in KLXE stock.
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Building Businesses: Long History of Successful Strategic
Acquisitions and Integrations Leading to Value Creation
Executive Management of KLX Energy Services has a proven track record of building industry-leading businesses
through platform acquisitions and selective tuck-ins
B/E Aerospace (BEAV) – Founded in 1987, with revenues in that year of approximately $3 million, BEAV
acquired and completely integrated numerous businesses over 30 years to become the world’s leading
manufacturer of aircraft cabin interior products. The business was sold to Rockwell Collins for $8.6 billion in
2017, representing a transaction multiple of 14x LTM EBITDA

KLX Aerospace Solutions Group (“ASG”) – ASG was spun-off from BEAV in December 2014. BEAV
acquired M&M Fasteners in 2001 with revenues of $37 million. Over the following 15 years, 8 additional
acquisitions were made and completely integrated, creating the world’s leader in aerospace consumables
distribution with revenues of over $1.4 billion in 2017. On May 1, 2018 KLX announced the sale of ASG to The
Boeing Company for $4.25 billion, representing a transaction multiple of 15.7x 2017 LTM EBITDA

KLX Energy Services (now “KLXE”) – ESG was part of the spin-off from BEAV in 2014. BEAV entered into
the oilfield services market in 2013 with the acquisition of seven businesses over a 10 month period of time.
The acquired businesses were consolidated and completely integrated. Annualized third quarter 2018
guidance revenues of approximately $480 million and Adjusted EBITDA of approximately $106 million,
representing increases of approximately 50 percent and approximately 314 percent, respectively, as compared
to fiscal year 2017.1 This performance reflects the peer leading growth rate, attractive margins and free cash
flow afforded by the differentiation arising from highly experienced, well trained technical personnel, a broad
range of certified tools and proprietary services arising from successful R&D initiatives
KLX has completely integrated all seven prior acquisitions into a metrics-driven, scalable platform
1

Based on KLXE’s and Motley’s combined third quarter 2018 guidance multiplied by four
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Key Investment Highlights

1

Attractive Long-Term Financial Growth Prospects with Superior Growth Rate, Margin Profile and
Return on Investment

2

Strong Footprint in Key Energy Producing Geographies

3

Totally Integrated, Metrics Driven Business with Highly Effective R&D Group Aligns New Tools
with Field Engineers Serving Technically Demanding Wells

4

Highly Trained and Experienced Technical Personnel, Broad Range of Certified Specialized
Equipment with Long Lives, and Proprietary Technology Create Competitive Advantage

5

Customer Service Focus and HSE Culture Lead to Deeply Entrenched Relationships with BlueChip Customers

6

Rapid Organic Growth Driven by Market Share Gains Resulting from Investments in Equipment,
People and R&D made in Downturn

7

Executive Management Team with Proven Track Record of Building Industry-Leading Businesses
and Targeting Sector Consolidation
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KLX Energy Services at a Glance

Business Overview
 Leading provider of completion, intervention and
production services and products in the major onshore oil
and gas producing regions of the United States
 Superior organic growth rate, profit margins and return on
investment
 Offers a range of differentiated, complementary technical
services and related asset light tools and equipment in
challenging environments

Revenue Breakdown by
Region

Northeast
26%

North
Dakota &
Rockies
40%

Southwest
34%

Rockies
39%

Southwest
35%

Product Service Line (PSL)

 Differentiated service offering through in-house R&D team

 Supports customer operations from 36 service facilities
located in the key major shale basins

Northeast
Southwest26%
34%

Rockies
40%

 Provides technology-based just-in-time “JIT” solutions for
customers throughout the life cycle of the well

— 11 registered patents, 26 patents applied for, and 21
proprietary tools

H1’18

FY 2017

FY
Rentals
22%

2017

Production
22%

H1’18
Rentals
22%
Production
22%

Completion
48%

 ~1,100 non-unionized employees
Intervention
30%

Completion
52%
Intervention
26%
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Broad Range of KLX Services and Certified Specialized
Equipment Create Competitive Advantage
Completion

Intervention

Production

(52% of Q2’18 revenues)

(25% of Q2’18 revenues)

(23% of Q2’18 revenues)

 Pump Down Wireline Services

 Fishing Tools (proprietary)

 Certified Pressure Control Services

 FRAC Stack Services (proprietary)

 Reverse Units

 Conventional Wireline

 Down Hole Completion Tools
(proprietary)

 Thru Tubing (proprietary)

 Rental Tools

 Pipe Recovery

 Machine Shops

 Nitrogen Services

 Power Swivels

 Tubulars
 Cementation
 Logging Wireline Services
 Air Packages
 Torque and Testing - Rental

 Slick Line
 Hydro-Testing
 Portfolio of Down Hole Tools
(proprietary)

 Tubing Conveyed Perforating
 Drilling Pumps and Tanks
 Pressure Control
 Torque and Testing Wireline
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Actively Managed KLXE Through the Cycle and Now Well
Positioned to Benefit from Recovery

2013 - 2014
KLXE Founded
 Expansion into the energy services
sector through the acquisition of
seven independent private
companies

2015
Oil and Gas Prices
Collapse
 Integrated the acquisitions into a
unified metrics-driven organization

 Focus on fully integrating businesses

 Rationalized corporate structure to
align team, reinforce priorities and
create a sense of urgency

— Re-aligned separate services,
assets and capabilities

 ~50 percent reduction in headcount
from peak levels in 2014

— Established geographic regions
with P&L responsible Regional
Managers supported by service /
product-line managers and an
R&D organization

 Aligned equipment and personnel to
provide a comprehensive and
consistent range of services in each
geographic region

2016 - 2018
Positioned for Growth
 Continued to invest in the business to
support customers, acquire assets
and invest in R&D
 Increased the number of customer
agreements from 400 as of January
2016 to 1,100+ as of September
2018

 Invested in in-house capabilities to
develop proprietary tools
 Fully integrated business able to
provide all products and services
across each geographic region

 Continued to invest capital to acquire
assets at deeply discounted prices
 Hired over 100 highly skilled senior
technical personnel

MSA’s / Customer
Agreements

7

~50%

400

1,100+

Acquisitions

Reduction in
headcount

(Jan 2016)

(Sep 2018)
11

Acquisitions Have Been Fully Integrated, Driving
Efficiencies Across the Business
 The seven previously acquired companies have been completely integrated
— One operational control system, with company-wide KPI’s to drive business performance
— Company-wide consistent IT tools for operational management, financial management and
asset tracking
— One financial reporting system
 Above actions have resulted in a leaner, more efficient and more profitable business
 All of the services acquired have been rolled out to each geo region where appropriate
 Matrix Management Structure
— Three Geo Region Managers with direct P&L responsibility
— Product Line Managers support Geo Region Managers and are responsible for employee
technical and operational training, maintenance of consistent standards, and KPI reporting to
Geo Region Managers regarding asset-revenue generation (price and utilization)

 Metrics-driven organization drives financial accountability and transparency down to field level
12

Strong Footprint in Key Energy Producing Regions

Full product and service offering focused on well completion, intervention and production with a presence in
major North American onshore energy producing shale basins

H1’18 Revenue
Breakdown by Region

Bakken Shale
Utica Shale
Piceance Basin

Marcellus
Shale

Rockies
39%

Southwest
35%

Permian Basin
Haynesville Shale

Rockies

Northeast
/Mid-Con
26%

Northeast

Eagle Ford Shale
Southwest

KLXE Locations

KLXE Headquarters

KLXE Operations Center
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Southwest Region

Region Overview

Top Clients

 Top 10 accounts responsible for 28% of the active rigs in the
Permian basin (137 of 490 rigs)
 Comprised of Permian Basin and Eagle Ford Shale
 High quality, state of the art assets
 Client focus aligned toward high growth
 Data driven focus on both pricing and utilization
 Substantial market share gains
Revenues ($ in millions)

Revenues

FY 2017

+ 64%
$41

$25

Q2 2017

Production
14%
Intervention
28%

Q2’18

Production
17%
Completion
57%

Intervention
28%

Completion
55%

Q2 2018
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Rocky Mountains Region

Region Overview

Top Clients

 Generated 40% of Q2 2018 revenues
 Comprised of the Bakken formation, Williston, DJ, Uinta and
Piceance Basins and Niobrara Shale
 Strong brand recognition and substantial market share gains
 A leading market position across technical services, pressure
control, frac stack and DHPS
 Strong client intimacy – serves as R&D test ground
 High barriers to entry in the Bakken formation
Revenues ($ in millions)

Revenues

FY 2017

+ 66%

Q2’18

$48
Production
26%

$29
Intervention
33%

Q2 2017

Production
25%
Completion
41%

Completion
53%
Intervention
22%

Q2 2018
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Northeast/Mid-Con Region

Region Overview

Top Clients

 Generated 25% of Q2 2018 revenues
 Comprised of the Marcellus and Utica shales as well as the MidContinent STACK and SCOOP and Haynesville
 Strong brand recognition
 High barriers to entry
 Strong market position for technical services and pressure control
 Solid market share gains
Revenues ($ in millions)

Revenues

FY 2017

+ 50%
$30

Production
27%

Production
26%

Completion
47%

Completion
47%

$20
Intervention
27%

Q2 2017

Q2’18

Intervention
26%

Q2 2018
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Differentiated Technical Experience and Aptitude Creates
Competitive Advantages
Next level readiness brought to every project driven by dedicated 24 / 7 experienced field professionals

✓ Experienced operating management team (averaging > 20
years of experience) across all geographic regions and PSLs
with deeply entrenched customer relationships and local
knowledge
✓ Empowered and technically competent operators (averaging
> 15 years of experience) help customers get ahead of problems
and streamline operations
✓ Broad offering suite, supported by proprietary tools and
technology, and consistent offering of services across all
major basins

✓ Approximately 1,100 employees provide mission-critical
oilfield services, tools, technologies and equipment
✓ Company-wide focus on HSE and R&D
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In-House R&D Capability Supports Continuous Improvement
by Aligning New Tools with Field Engineers Requirements

Next Generation
Products

Market Monitoring
Applications Group
 Engineering support for
PSLs & sales teams
 Production of technical
documents for sales
and operations
 Communications of
technology & incidents

~15 Years
Average Engineer
Experience

 Embedded local
relationships with
customers allow for
firm grasp on trends
 Alignments with
smaller "think tank"
groups

800
Field
Specialists

Dedicated
R&D Facilities

 Minimize nonproductive time and
maximize production
 Longer laterals
 Additional stage
counts
 Larger volumes of
proppant
 Educated customer
base

11 & 26

21

Registered &
Pending Patents

Proprietary
Tools
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Solid Balance Sheet and Disciplined Approach to Capital
Deployment to Drive Growth

Financial
Results

Disciplined
Approach
to Capital
Investment
and Growth

Solid Balance
Sheet & Ample
Operating
Liquidity

1

•

•
•
•
•

•
•
•
•

Annualized third quarter 2018 KLXE stand-alone guidance; revenues of $480 million and Adj.
EBITDA of $106 million are expected to increase approximately 50% and approximately 314%,
respectively, as compared to fiscal year 2017.1

Expand existing portfolio of services and product lines to further penetrate existing customer
accounts
Actively pursuing accretive acquisitions that would expand KLXE’s service offerings
Develop next generation products and services focused on minimizing customers’ “NPT”
Targeted ROIC in the mid-to-high teens; capital expenditure payback period of 2 to 2.5 years

$50 million of cash pre-offering

Undrawn $100 million ABL Facility
Planned augmentation of liquidity with additional debt and/or equity financing
Long-term leverage target of 2.0x

Based on KLXE’s third quarter 2018 guidance, multiplied by four
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Key Elements of KLXE Business Strategy

1

Capitalize on the Large, Highly Fragmented and Rapidly Growing Energy Technical
Services Market

2

Increase Penetration of Services and Product Line Offerings within each Geographic
Region and Continue to Gain Market Share

3

Grow Product and Service Offerings Through Internal Development, Strategic Partnerships
and Accretive Acquisitions

4

Continue to Innovate and Enhance Technology-Driven Offerings

5

Extend Market Leadership Through Operational Excellence

6

Maintain a Strong Balance Sheet to Preserve Operational and Strategic Flexibility
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Acquisition Overview

Transaction Overview and Rationale
 KLX Energy Services Holdings, Inc. (“KLX Energy Services” or “KLXE”) to acquire Motley Services for $148 million
– Consideration includes $139 million in cash and $9 million in stock

 Represents a multiple of 3.2x Motley’s annualized third quarter 2018 EBITDA guidance of approximately $46
million1

 Adds substantial earnings firepower to KLXE’s completion tools business
 Transaction is strongly accretive to growth rate, EBITDA margin, EPS and ROIC
– Third quarter combined companies 2018 guidance reflects annualized growth rate of approximately 61%, Adj. EBITDA
Margin of 24.7%, EPS of $3.84 per share and ROIC of 16%2

 Motley is a premier provider of well completion services
– High-quality large diameter coiled tubing business focused on complex, longer lateral horizontal wells
– Excellent team of experienced coiled tubing (“CT”) operators
– All CT spreads continuously and centrally monitored during operations
– Also offers wireline and thru-tubing services
– Outstanding safety record

 Motley represents a major entry into large diameter coiled tubing for KLXE
 Motley’s business will enhance KLXE’s platform by adding large diameter coiled tubing initially into the KLXE
Southwest Geo region, then rolled out to the Rockies and Northeast Geo region segments

 KLXE and Motley each offer the other access to high-quality customers and important cross-selling opportunities
 Demand for large diameter coiled tubing services substantially exceeds supply; long lead times to acquire new
equipment; skilled, technically competent operators in short supply
Based on the mid-point of Motley’s third quarter 2018 guidance, multiplied by four
2 Based on KLXE’s and Motley’s combined third quarter 2018 guidance multiplied by four
1
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Overview of Motley Services

Coiled Tubing

Thru-tubing

Wireline

 A leader in large diameter, high

specification coiled tubing services

 Best-in-class performance metrics

 Offer broad range of thru-tubing services

 Units equipped with pressure control

 In-house thru-tubing testing equipment

 Focuses on the most challenging

equipment and dedicated cranes

applications

 Utilizes 2,500 HP frac pumps for coiled

 Single piece units equipped with

ensures high quality operations and
eliminates reliance on third-party testing
 Capability to design, build and certify

tubing and wireline operations

components that optimize operational
efficiency

custom tools for difficult jobs

 Packaging of critical support equipment is

a service differentiator
Historical Financials
Revenue
($ millions)

Revenue by
Product Offering1

Adjusted EBITDA ($ millions)
Margin (%)

Thru
Tubing
8%

$46.0

$36.0
$117.2

$136.4
$12.2

$62.5

Coiled
Tubing
50%

33.7%

30.7%

19.5%
FY 2017

1H'18
(Annualized)

1

Q3'18
(Annualized)

1 Based on the mid-point of Motley’s third quarter 2018 guidance, multiplied by four
Source: Company estimates

FY 2017

1H'18
(Annualized)

1

Q3'18
(Annualized)

Wireline
31%

Pump
Down
11%
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Overview of Motley Footprint
Purpose-Built Facility Located in the Heart of the Permian
 Centrally located within the Permian Basin with headquarters in Odessa, Texas
 Facility sits on 29 acres and includes a coil shop, a wireline shop and a tool/gun shop
 Facilities and equipment impeccably maintained
Motley’s Facility

Permian
Basin
Delaware
Basin

Midland
Basin

Odessa

Coil shop





8,400 sq. ft. office
10,500 sq. ft. shop
10-ton crane
BOP test stand

Wireline shop
 4,800 sq. ft. office
 5,700 sq. ft. shop
 2,500 sq. ft. wash bay

Tool/Gun shop






3,900 sq. ft. shop
5-ton crane
1,200 sq. ft. office
1,500 sq. ft. gun bay
1,200 sq. ft. gun
loading
 3,900 sq. ft. storage
 Explosive bunker

Purpose-Built Facilities Designed to Maximize Efficiency
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Motley’s Best-In-Class Large Diameter Coiled
Tubing Units
 Five large diameter, customized, coiled tubing units and two smaller units, all 2017 or newer
— Reel Trailer coiled tubing capacity 20,000 to 25,000 ft.

 All units equipped with components that optimize operational efficiency
 All Motley CT spreads monitored in real-time during operations
 Motley’s customized single piece units offer significant advantages
— (i) faster rig-up times (less than 2 hours versus 5 to 8 hours);
— (ii) fewer moving parts;
— (iii) reduced labor requirements;
— (iv) reduced scope of maintenance; and
— (v) enhanced logistics profile (e.g., fewer trucks and permits)
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Market Drivers | Increasingly Complex, Technically Demanding
Longer Laterals
 Wells are becoming increasingly more complex and therefore more technically demanding
 Transition to horizontal wells
 Longer laterals
 Tighter spaces between fracturing stages
 Increased cluster density

 Due to these increasing complexities, customers increasingly prefer oilfield service providers with
the scale, technical competence and resources to deliver best-in-class solutions
 Both KLXE and Motley have developed a range of services positioned to address these
complexities
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Combined Results
(Including Motley Acquisition)

KLXE / Motley Acquisition Combined Results

 The combination results in increased size and scale
 Diversifies the KLXE PSL offering
 Provides cross-selling opportunities initially in the Southwest and eventually across all KLXE
geographic regions

 Strong customer diversification with no single customer representing > 7% of pro forma revenue

Revenue ($mm)
KLXE

$574
$117

Adj. EBITDA ($mm)

Motley

KLXE

$136

$133
$36

$480

$321

$38

$97

1 Based

FY 2017

$46

31%

34%

21%

22%

EPS / ROIC

Q3 2018 (Annualized) Guidance
•

EPS of $3.84 per share

•

ROIC of 16%2

9.9%

$106

20%
8%

1H 2018
Q3 2018 1
(Annualized) (Annualized)

FY 2017

1H 2018
Q3 2018 1
(Annualized) (Annualized)

on the combination of KLXE’s third quarter 2018 guidance and the mid-point of Motley’s third quarter 2018 guidance, multiplied by four
See “Return on Invested Capital (“ROIC”) reconciliation” table on slide 42
Note: KLXE and Motley report year-end on different dates: KLXE on 1/31 and Motley on 12/31
2

24.7%

$152

$12
$26
1H 2018
Q3 2018 1
(Annualized) (Annualized)

Motley

23.2%

$62

FY 2017

KLXE

Motley

$616

$383

$457

Adj. EBITDA Margin (%)
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Strong Footprint in Key Energy Producing Regions

Broad range of product and service offering focused on well completion, intervention and production with a
presence in major North American onshore energy producing shale basins
KLXE Q2’18 Revenue
Breakdown by Region
Bakken Shale
Northeast
25%

Utica Shale
Piceance Basin

Marcellus
Shale

Permian Basin
Haynesville Shale

Rockies

Northeast

Rockies
40%

Southwest
35%

KLXE PF Q2’18 Revenue
Breakdown by Region1

Northeast
20%

Eagle Ford Shale

Rockies
32%

Southwest
Southwest
48%

KLXE Locations
1

Pro forma for Motley acquisition

KLXE Headquarters

KLXE Operations Center
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Strong Balance Sheet, Substantial Liquidity, Modest Pro
Forma Leverage

Commentary

Liquidity overview
($mm)

Amount

Pro forma Cash on hand

$50.0

Cash to balance sheet from transaction

105.4

 $100mm ABL RC, with ~$72.5mm of borrowing base
availability as of August 31st, 2018
 History of low revolver usage

ABL Availability

72.5

Total Pro forma liquidity

$227.9

 Pro forma cash balance of ~$155mm
 Modest pro forma net leverage relative to peers

2Q18 LTM leverage ratio of industry peers
Net debt

Gross debt
6.7x
0.9x
4.3x

2.8x
1.6x

3.5x

3.2x
0.2x

3.7x
0.4x

0.9x

5.8x
3.9x

3.0x

2.5x

PF Nine

BAS

3.7x

1.1x
PF KLXE

SPN

PES

CFW

Source: Company public filings (10Qs, 10Ks, 8Ks) and offering memorandums
Legend: Nine = Nine Energy Services, BAS = Basic Energy Services, SPN = Superior Energy Services, PES = Pioneer Energy Services, and CFW = Calfrac
Note: LTM 2Q18 includes full LTM Motley results. KLXE and Motley report year-end on different dates: KLXE on 1/31 and Motley on 12/31; Nine is pro forma for their acquisition of Magnum in Oct-18; CFW financials are reported in
CAD. Converted above to match USD notes. USD to CAD: 1.29563 as of 10/16/18; PF KLXE based on combined historical results of KLXE and Motley – Gross debt of $250mm, net debt of $94.6mm and Adj. LTM EBITDA of $95.9mm
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Best-in-class – Credit Metrics Benchmarking
Net Debt to 2Q18 LTM Adj. EBITDA1

2Q18 LTM Adj. EBITDA margin

Median = 3.3x

Median = 14.4%
5.8x
17.3%

3.9x
3.0x

16.4%

14.9%

3.7x

13.1%

13.8%

PES

CFW

11.7%

2.5x

1.1x

PF KLXE PF NINE

BAS

SPN

PES

CFW

PF KLXE PF NINE

BAS

SPN

Debt to enterprise value1

2Q18 LTM Adj. EBITDA to Interest exp.1,2

Median = 58%

Median = 3.4x
76%

74%

3.8x
64%

3.4x

3.5x

3.5x
2.9x

50%
33%

2.1x

27%

PF KLXE PF NINE

BAS

SPN

PES

CFW

PF KLXE PF NINE
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Source: Company public filings (10Qs, 10Ks, 8Ks) and offering memorandums, market data as of 10/18/18
Legend: Nine = Nine Energy Services, BAS = Basic Energy Services, SPN = Superior Energy Services, PES = Pioneer Energy Services, and CFW = Calfrac
Note: LTM 2Q18 includes full LTM Motley results. KLXE and Motley report year-end on different dates: KLXE on 1/31 and Motley on 12/31; Nine is pro forma for their acquisition of Magnum in Oct-18; CFW financials are
reported in CAD. Converted above to match USD notes. USD to CAD: 1.29563 as of 10/16/18; 1 Assumes pro forma interest expense for Basic, Nine, and CFW based on their recent bond offerings at 10.75%, 8.75%, and
6.50% interest rates, respectively; Assumes enterprise value calculated using basic shares outstanding for KLXE and all peers; 2 does not include interest expense from $26mm of ABL draw as part of Nine’s acquisition; 3
includes interest expense from CFW’s ~$165mm revolver draw at an assumed rate of 4.94% (L+250bps, midpoint of pricing grid range, and 3-month LIBOR today of 2.44%); PF KLXE and PF NINE based on combined
historical results of each company and their respective targets
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Appendix

Adjusted EBITDA reconciliation

(in millions, unaudited)

Year Ended January 31,

2018

2017

Six Months Ended July 31,

2018

2018

2017

TTM July 31,

2018

Adjusted operating (loss) earnings and Adjusted EBITDA reconciliation
Net (loss) earnings

$(24.1)

Income taxes
Operating (loss) earnings
Goodwill and long-lived asset impairment charges
One-time

costs(2)

Adjusted operating (loss) earnings
Depreciation and amortization
Non-cash compensation

Adjusted EBITDA

$(89.6)

$(750.4)

$19.4

$(18.3)

0.1

0.1

0.1

0.1

0.1

0.1

(24.0)

(89.5)

(750.3)

19.5

(18.2)

13.7

—

—

640.2

—

—

—

3.6

–

38.5

5.7

—

9.3

(20.4)

(89.5)

(71.6)

25.2

(18.2)

23.0

33.5

36.2

46.6

18.2

16.9

34.8

12.5

9.0

4.3

5.1

5.8

11.8

$25.6

$(44.3)

$(20.7)

$48.5

$4.5

$69.6

Motley EBITDA
Pro Forma Adjusted

$13.6

$26.7
EBITDA(1)

$88.2

Adjusted gross profit reconciliation
Net (loss) earnings
Income taxes
Operating (loss) earnings
Selling, general and administrative and R&D expenses
Goodwill and long-lived asset impairment charges
Gross profit
One-time costs(2)

$(24.1)

$(89.6)

$(750.4)

$19.4

$(18.3)

0.1

0.1

0.1

0.1

0.1

$13.6
0.1

(24.0)

(89.5)

(750.3)

19.5

(18.2)

13.7

75.4

60.4

78.5

41.0

35.6

80.8

—

—

640.2

—

—

—

51.4

(29.1)

(31.6)

60.5

17.4

94.5

0.3

—

23.1

—

—

0.3

Note: KLXE and Motley report year-end on different dates: KLXE on 1/31 and Motley on 12/31
1 We expect recurring annual costs to be approximately $8.0 million higher than the expenses historically allocated to us from KLX, reflecting 100% allocation of dedicated corporate resources and the
expected higher revenues. 2 Company incurred one-time costs for the year ended January 31, 2018 of $3.6 million, of which $3.3 million and $0.3 million were included in selling, general and administrative
expense and cost of sales, respectively, primarily associated with KLX's strategic alternatives review and also a restructuring of the Eagle Ford Shale region, which was our only unprofitable region. Onetime costs for the six months ended July 31, 2018 included $5.7 million of selling, general and administrative expense associated with KLX’s strategic alternatives review. One-time costs for the year ended
January 31, 2016 were $38.5 million, of which $15.4 million and $23.1 million were included in selling, general and administrative expense and cost of sales, respectively, primarily associated with business
separation and start-up costs such as spin-off related costs, expansion initiatives, branding and IT implementation costs.
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Adjusted Earnings Per Share reconciliation

KLX ENERGY SERVICES HOLDINGS, INC.
PRO FORMA RECONCILIATION OF NET EARNINGS
TO ADJUSTED NET EARNINGS PER DILUTED SHARE
(In Millions, Except Per Share Data)
THIRD QUARTER 2018
GUIDANCE
Net earnings
Non-cash compensation
Income taxes
Costs related to one-time post-spin-off related activities
Adjusted earnings before tax expense
Income taxes
Less: impact of goodwill deduction 2
Adjusted income taxes
Adjusted net earnings

$

$

19.5

$

78.0

Adjusted net earnings per diluted share

$

0.96

$

3.84

Diluted weighted average shares

(1.9)
3.5
17.9
19.5

THIRD QUARTER 2018
ANNUALIZED GUIDANCE

20.3

$

(7.6)
14.0
71.6
78.0

20.3
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Adjusted EBITDA reconciliation

KLX ENERGY SERVICES HOLDINGS, INC.
PRO FORMA RECONCILIATION OF CONSOLIDATED OPERATING EARNINGS
TO ADJUSTED OPERATING EARNINGS AND ADJUSTED EBITDA
(In Millions)

KLX ENERGY SERVICES HOLDINGS, INC.
RECONCILIATION OF OPERATING EARNINGS
TO ADJUSTED OPERATING EARNINGS AND ADJUSTED EBITDA
(In Millions)

Operating earnings
Costs related to one-time post-spin-off related activities
Adjusted operating earnings
Depreciation and amortization
Non-cash compensation

THREE MONTHS
ENDED
October 31, 2018
$
4.6
17.9
22.5
12.0
3.5

Operating earnings
Costs related to one-time post-spin-off related activities
Adjusted operating earnings
Depreciation and amortization
Non-cash compensation

THREE MONTHS
ENDED
October 31, 2018
$
(4.9)
17.9
13.0
10.0
3.5

Adjusted EBITDA

$

Adjusted EBITDA

$

38.0

26.5

35

Return on Invested Capital (“ROIC”) reconciliation

KLX ENERGY SERVICES HOLDINGS, INC.
PRO FORMA RECONCILIATION OF CONSOLIDATED NET EARNINGS
TO RETURN ON INVESTED CAPITAL
(In Millions)

Net earnings
Income tax expense
Operating earnings
Costs related to one-time post-spin-off related activities
Adjusted operating earnings
Income tax expense
After-tax net operating profit
Annualized After-tax net operating profit

THREE MONTHS
ENDED
October 31, 2018
$
4.6
4.6
17.9
22.5
22.5
90.0

Pro forma capital structure 1
Return on invested capital
1

563.9
16%

See “capitalization” table in the preliminary offering memorandum
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Board of Directors

8 highly-qualified directors, of which 7 are independent,
bringing with them diverse knowledge and expertise

•
•
•

Founded B/E Aerospace in 1987
Chairman of B/E Aerospace since 1987 and CEO until its acquisition by Rockwell Collins

John T. Collins
Director

•
•
•

Chairman and Chief Executive Officer of the Collins Group
Previously served as President & CEO of Quebecor Printing
Former director of Bank of America and FleetBoston Financial

Peter V. Del Presto
Director

•
•

Adjunct Professor of Finance at the University of Pittsburgh
Partner with PNC Equity Partners from 1985 until his retirement in 2010

Richard G. Hamermesh
Director

•
•

A member of the Board of Directors of B/E Aerospace until April 2017
Professor of Management Practice at Harvard Business School from 2002 to 2015

Benjamin A. Hardesty
Director

•
•

Owner of Alta Energy LLC since 2010
President of Dominion E&P, Inc. until his retirement in May 2010

Stephen M. Ward, Jr.
Director

•
•

Previously President and CEO of Lenovo Corporation
Spent 26 years at IBM Corporation holding various management positions

Theodore L. Weise
Director

•
•

Business consultant and a member of the Board of Directors of Hawthorne Global Aviation
Previously President and CEO of Federal Express Corporation until 2000

John T. Whates, Esq.
Director

•
•

A member of the Board of Directors of B/E Aerospace until April 2017
Partner at Deloitte & Touche until retired in 2005

Amin J. Khoury
Chairman & CEO

Served as Chairman, CEO of KLXI since 2014 until its acquisition by The Boeing Company
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KLX Energy Services

KLX ENERGY SERVICES
ACQUISITION OF
MOTLEY SERVICES
October 22, 2018

