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	PART I – FINANCIAL INFORMATION
	
	
	
	
	

	Item 1. Financial Statements.
	
	
	
	
	

	
	
	WEATHERFORD INTERNATIONAL PLC AND SUBSIDIARIES
	
	

	
	
	CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
	
	

	
	
	(UNAUDITED)
	
	
	
	
	

	
	
	
	Three Months Ended March

	
	
	
	
	31,
	

	
	
	
	
	
	
	
	

	
	(Dollars and shares in millions, except per share amounts)
	
	2019
	
	
	2018

	
	
	
	
	
	
	
	

	
	Revenues:
	
	
	
	
	

	
	Products
	$
	496
	
	$
	501

	
	
	
	
	
	
	
	

	
	Services
	
	850
	
	
	922

	
	Total Revenues
	
	1,346
	
	
	1,423

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Costs and Expenses:
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Cost of Products
	
	468
	
	
	465

	
	Cost of Services
	
	614
	
	
	680

	
	
	
	
	
	
	
	

	
	Research and Development
	
	36
	
	
	38

	
	Selling, General and Administrative Attributable to Segments
	
	199
	
	
	200

	
	
	
	
	
	
	
	

	
	Corporate General and Administrative
	
	32
	
	
	36

	
	Goodwill Impairment
	
	229
	
	
	—

	
	
	
	
	
	
	
	

	
	Asset Write-Downs and Other
	
	49
	
	
	18

	
	Restructuring and Transformation Charges
	
	20
	
	
	25

	
	
	
	
	
	
	
	

	
	Total Costs and Expenses
	
	1,647
	
	
	1,462

	
	
	
	
	
	
	
	

	
	Operating Loss
	
	(301)
	
	
	(39)

	
	
	
	
	
	
	
	

	
	Other Income (Expense):
	
	
	
	
	

	
	Interest Expense, Net
	
	(155)
	
	
	(149)

	
	
	
	
	
	
	
	

	
	Warrant Fair Value Adjustment
	
	—
	
	46

	
	Bond Tender and Call Premium
	
	—
	
	(34)

	
	
	
	
	
	
	
	

	
	Currency Devaluation Charges
	
	—
	
	(26)

	
	Other Expense, Net
	
	(9)
	
	
	(8)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Loss Before Income Taxes
	
	(465)
	
	
	(210)

	
	
	
	
	
	
	
	

	
	Income Tax Provision
	
	(12)
	
	
	(32)

	
	Net Loss
	
	(477)
	
	
	(242)

	
	
	
	
	
	
	
	

	
	Net Income Attributable to Noncontrolling Interests
	
	4
	
	
	3

	
	Net Loss Attributable to Weatherford
	$
	(481)
	
	$
	(245)

	
	
	
	
	
	
	
	

	
	Loss Per Share Attributable to Weatherford:
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Basic & Diluted
	$
	(0.48)
	
	$
	(0.25)

	
	
	
	
	
	
	
	

	
	Weighted Average Shares Outstanding:
	
	
	
	
	

	
	Basic & Diluted
	
	1,003
	
	
	994



The accompanying notes are an integral part of these condensed consolidated financial statements.
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WEATHERFORD INTERNATIONAL PLC AND SUBSIDIARIES CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS (UNAUDITED)

	
	Three Months Ended March

	
	
	31,
	

	
	
	
	
	
	

	(Dollars in millions)
	
	2019
	
	
	2018

	
	
	
	
	
	

	Net Loss
	$
	(477)
	
	$
	(242)

	
	
	
	
	
	

	Currency Translation Adjustments
	
	33
	
	
	5

	Other Comprehensive Income
	
	33
	
	
	5

	
	
	
	
	
	

	Comprehensive Loss
	
	(444)
	
	
	(237)

	Comprehensive Income Attributable to Noncontrolling Interests
	
	4
	
	
	3

	
	
	
	
	
	

	Comprehensive Loss Attributable to Weatherford
	$
	(448)
	
	$
	(240)

	
	
	
	
	
	



The accompanying notes are an integral part of these condensed consolidated financial statements.
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	WEATHERFORD INTERNATIONAL PLC AND SUBSIDIARIES
	
	

	
	
	CONDENSED CONSOLIDATED BALANCE SHEETS
	
	

	
	
	
	
	March 31,
	
	December 31,

	
	(Dollars and shares in millions, except par value)
	
	2019
	
	
	2018

	
	
	
	
	
	
	
	

	
	
	
	
	(Unaudited)
	
	

	
	Current Assets:
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Cash and Cash Equivalents
	$
	598
	
	$
	602

	
	Accounts Receivable, Net of Allowance for Uncollectible Accounts of $124 at March 31, 2019
	
	
	
	
	

	
	and $123 at December 31, 2018
	
	1,154
	
	
	1,130

	
	
	
	
	
	
	
	

	
	Inventories, Net
	
	1,050
	
	
	1,025

	
	Other Current Assets
	
	434
	
	
	428

	
	
	
	
	
	
	
	

	
	Assets Held for Sale
	
	170
	
	
	265

	
	Total Current Assets
	
	3,406
	
	
	3,450

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Property, Plant and Equipment, Net of Accumulated Depreciation of $5,784 at March 31, 2019
	
	
	
	
	

	
	and $5,786 at December 31, 2018
	
	1,994
	
	
	2,086

	
	
	
	
	
	
	
	

	
	Goodwill
	
	504
	
	
	713

	
	Other Non-Current Assets
	
	615
	
	
	352

	
	
	
	
	
	
	
	

	
	Total Assets
	$
	6,519
	
	$
	6,601

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Current Liabilities:
	
	
	
	
	

	
	Short-term Borrowings and Current Portion of Long-term Debt
	$
	612
	
	$
	383

	
	
	
	
	
	
	
	

	
	Accounts Payable
	
	746
	
	
	732

	
	Accrued Salaries and Benefits
	
	236
	
	
	249

	
	
	
	
	
	
	
	

	
	Income Taxes Payable
	
	198
	
	
	214

	
	Other Current Liabilities
	
	712
	
	
	722

	
	
	
	
	
	
	
	

	
	Total Current Liabilities
	
	2,504
	
	
	2,300

	
	
	
	
	
	
	
	

	
	Long-term Debt
	
	7,606
	
	
	7,605

	
	Other Non-Current Liabilities
	
	515
	
	
	362

	
	
	
	
	
	
	
	

	
	Total Liabilities
	
	10,625
	
	
	10,267

	
	
	
	
	
	
	
	

	
	Shareholders’ Deficiency:
	
	
	
	
	

	
	Shares - Par Value $0.001; Authorized 1,356 shares, Issued and Outstanding 1,003 shares at
	
	
	
	
	

	
	March 31, 2019 and 1,002 shares at December 31, 2018
	$
	1
	
	$
	1

	
	
	
	
	
	
	
	

	
	Capital in Excess of Par Value
	
	6,719
	
	
	6,711

	
	Retained Deficit
	
	(9,152)
	
	
	(8,671)

	
	
	
	
	
	
	
	

	
	Accumulated Other Comprehensive Loss
	
	(1,713)
	
	
	(1,746)

	
	Weatherford Shareholders’ Deficiency
	
	(4,145)
	
	
	(3,705)

	
	
	
	
	
	
	
	

	
	Noncontrolling Interests
	
	39
	
	
	39

	
	Total Shareholders’ Deficiency
	
	(4,106)
	
	
	(3,666)

	
	
	
	
	
	
	
	

	
	Total Liabilities and Shareholders’ Deficiency
	$
	6,519
	
	$
	6,601

	
	
	
	
	
	
	
	




The accompanying notes are an integral part of these condensed consolidated financial statements.

4

Table of Contents

WEATHERFORD INTERNATIONAL PLC AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

	
	Three Months Ended March 31,

	
	
	
	
	
	

	(Dollars in millions)
	
	2019
	
	
	2018

	
	
	
	
	
	

	Cash Flows From Operating Activities:
	
	
	
	
	

	Net Loss
	$
	(477)
	
	$
	(242)

	
	
	
	
	
	

	Adjustments to Reconcile Net Loss to Net Cash From Operating Activities:
	
	
	
	
	

	Depreciation and Amortization
	
	123
	
	
	147

	
	
	
	
	
	

	Goodwill Impairment
	
	229
	
	
	—

	Employee Share-Based Compensation Expense
	
	8
	
	
	13

	
	
	
	
	
	

	Inventory Write-off and Other Related Charges
	
	12
	
	
	29

	Asset Write-Downs and Other Charges
	
	19
	
	
	29

	
	
	
	
	
	

	Loss on Sale of Assets and Businesses, Net
	
	36
	
	
	—

	Bond Tender and Call Premium
	
	—
	
	34

	
	
	
	
	
	

	Currency Devaluation Charges
	
	—
	
	26

	Warrant Fair Value Adjustment
	
	—
	
	(46)

	
	
	
	
	
	

	Other, Net
	
	(12)
	
	
	7

	Change in Operating Assets and Liabilities, Net of Effect of Businesses Acquired:
	
	
	
	
	

	
	
	
	
	
	

	Accounts Receivable
	
	(18)
	
	
	23

	Inventories
	
	(40)
	
	
	(13)

	
	
	
	
	
	

	Other Current Assets
	
	(25)
	
	
	(7)

	Accounts Payable
	
	11
	
	
	(55)

	
	
	
	
	
	

	Accrued Litigation and Settlements
	
	(3)
	
	
	(8)

	Other Current Liabilities
	
	(106)
	
	
	(56)

	
	
	
	
	
	

	Other, Net
	
	(6)
	
	
	(66)

	Net Cash Used in Operating Activities
	
	(249)
	
	
	(185)

	
	
	
	
	
	

	
	
	
	
	
	

	Cash Flows From Investing Activities:
	
	
	
	
	

	
	
	
	
	
	

	Capital Expenditures for Property, Plant and Equipment
	
	(58)
	
	
	(29)

	Capital Expenditures for and Acquisition of Assets Held for Sale
	
	(1)
	
	
	(9)

	
	
	
	
	
	

	Acquisitions of Businesses, Net of Cash Acquired
	
	—
	
	4

	Acquisition of Intellectual Property
	
	(5)
	
	
	(3)

	
	
	
	
	
	

	Proceeds from Sale of Assets
	
	26
	
	
	12

	Proceeds from Sale of Businesses, Net
	
	74
	
	
	25

	
	
	
	
	
	

	Net Cash Provided by Investing Activities
	
	36
	
	
	—

	
	
	
	
	
	

	Cash Flows From Financing Activities:
	
	
	
	
	

	Borrowings of Long-term Debt
	
	—
	
	588

	
	
	
	
	
	

	Repayments of Long-term Debt
	
	(15)
	
	
	(440)

	Borrowings (Repayments) of Short-term Debt, Net
	
	228
	
	
	(54)

	
	
	
	
	
	

	Bond Tender Premium
	
	—
	
	(30)

	Other Financing Activities
	
	(5)
	
	
	(10)

	
	
	
	
	
	

	Net Cash Provided by Financing Activities
	
	208
	
	
	54

	Effect of Exchange Rate Changes on Cash and Cash Equivalents
	
	1
	
	
	(23)

	
	
	
	
	
	

	
	
	
	
	
	

	Net Decrease in Cash and Cash Equivalents
	
	(4)
	
	
	(154)

	
	
	
	
	
	

	Cash and Cash Equivalents at Beginning of Period
	
	602
	
	
	613

	Cash and Cash Equivalents at End of Period
	$
	598
	
	$
	459

	
	
	
	
	
	

	Supplemental Cash Flow Information:
	
	
	
	
	

	
	
	
	
	
	

	Interest Paid
	$
	157
	
	$
	174

	Income Taxes Paid, Net of Refunds
	$
	35
	
	$
	47




The accompanying notes are an integral part of these condensed consolidated financial statements.
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WEATHERFORD INTERNATIONAL PLC AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS


1. General

The accompanying unaudited Condensed Consolidated Financial Statements of Weatherford International plc (the “Company,” “Weatherford” or “Weatherford Ireland”) are prepared in accordance with generally accepted accounting principles in the United States of America (“U.S. GAAP”) and include all adjustments (consisting of normal recurring adjustments) which, in our opinion, are considered necessary to present fairly our Condensed Consolidated Balance Sheets at March 31, 2019 and December 31, 2018, Condensed Consolidated Statements of Operations and Condensed Consolidated Statements of Comprehensive Loss for the three months ended March 31, 2019 and 2018 and Condensed Consolidated Statements of Cash Flows for the three months ended March 31, 2019 and 2018. When using phrases such as “we,” “us,” and “our,” the intent is to refer to Weatherford International plc, a public limited company organized under the law of Ireland, and its subsidiaries as a whole or on a regional basis, depending on the context in which the statements are made.

Although we believe the disclosures in these financial statements are adequate, certain information relating to our organization and footnote disclosures normally included in financial statements prepared in accordance with U.S. GAAP have been condensed or omitted in this Form 10-Q pursuant to U.S. Securities and Exchange Commission (“SEC”) rules and regulations. These financial statements should be read in conjunction with the audited Consolidated Financial Statements for the year ended December 31, 2018 included in our Annual Report on Form 10-K. The results of operations for the three months ended March 31, 2019 are not necessarily indicative of the results expected for the year ending December 31, 2019.

Liquidity Concerns and Actions to Address Liquidity Needs; Going Concern

Our bond price decline and our share price decline, as well as our Company’s credit ratings, have over time increased the level of uncertainty in our business and have impacted various key stakeholders, including our employees, our customers and suppliers, and our key lenders. We have experienced losses and negative operating cash flows for multiple years, despite continued focus on our overall profitability, including managing expenses. As shown in our Condensed Consolidated Financial Statements, we incurred operating losses in the first quarter of 2019, requiring us to supplement operating activities with cash from investing and financing activities. As a result of weak energy sector conditions in the first quarter of 2019 in North America, primarily in Canada, combined with seasonal and weather-related disruptions in the United States, Europe and Russia as well as project start-up costs and an unfavorable impact from foreign exchange in Argentina, our operational results, working capital and cash flows were negatively impacted. These industry and company specific conditions led to lower demand for our products and services and significantly lower than expected benefits from our transformation, consequently resulting in lower actual results compared to our expectations for the first quarter of 2019. Finally, the market outlook for our Company and the energy sector continues to be constrained due to the uncertainty of anticipated activity particularly in North America, including lower spending by many of our customers resulting in lower than expected benefits from our transformation. These uncertainties have impacted our Company in several ways, including the retention of our key personnel, access to debt and equity credit at suitable terms, our level of working capital and our ability to execute within our targeted timing on our transformation. These combined factors contributed to our poor financial results for the first quarter of 2019 and have had a significant negative impact on our ability to negotiate acceptable terms with our lenders on new or extended credit facilities and new longer-term debt issuances. As a result, the Company believes that it will not be able to generate sufficient liquidity to service all of its debt and other obligations or comply with its debt covenants at some point within the next twelve months. These conditions raise substantial doubt about our ability to continue as a going concern. To address this projected shortfall in liquidity and capital structure constraints, we expect to reach an agreement in principle with holders of a majority of our unsecured senior notes (the “Consenting Noteholders”) on the terms of a Restructuring Support Agreement (the “RSA”). Furthermore, we are in negotiations for definitive commitments related to debtor-in-possession facilities (“DIP Facilities”), which are expected to be completed in the near term. The capital restructuring transaction is expected to be implemented through cases to be commenced by the Company and certain of its subsidiaries under Title 11 of the United States Bankruptcy Code and an examinership proceeding under the laws of Ireland. There can be no assurances that the capital restructuring transaction as described in the proposed RSA, including entry into the DIP Facilities, will be completed. See “Note 20 – Subsequent Events” for additional details regarding the proposed RSA, the DIP Facilities and the expected capital restructuring transaction.

Our unaudited Condensed Consolidated Financial Statements do not include any adjustments that might be necessary should we be unable to continue as a going concern.
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Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amount of assets and liabilities at the date of the financial statements, the reported amounts of revenues and expenses during the reporting period, and disclosure of contingent assets and liabilities.

On an on-going basis, we evaluate our estimates and assumptions, including those related to uncollectible accounts receivable, lower of cost or net realizable value of inventories, assets and liabilities held for sale, derivative financial instruments, intangible assets and goodwill, property, plant and equipment (“PP&E”), right-of-use (“ROU”) lease assets, income taxes, accounting for long-term contracts, self-insurance, foreign currency exchange rates, lease liabilities, pension and post-retirement benefit plans, disputes, litigation, contingencies and share-based compensation. We base our estimates on historical experience, adjusted for current conditions if necessary, and on various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results could differ from those estimates.

Principles of Consolidation

We consolidate all wholly owned subsidiaries and controlled joint ventures. All material intercompany accounts and transactions have been eliminated in consolidation.

Revenue Recognition

The majority of our revenue is derived from short term contracts. Revenues are recognized when control of the promised goods or services is transferred to our customers, in an amount that reflects the consideration we expect to be entitled to in exchange for those goods or services. A performance obligation is a promise in a contract to transfer a distinct good or service to the customer. A contract’s transaction price is allocated to each distinct performance obligation and recognized as revenue when, or as, the performance obligation is satisfied.

Generally, our revenue is recognized for services over time as the services are rendered and we primarily utilize an output method such as time elapsed or footage drilled which coincides with how customers receive the benefit. Contract drilling service revenue is contractual by nature and generally governed by day-rate based contracts. Product sales revenue is recognized at a point in time when control passes and is generally upon delivery but is dependent on the terms of the contract.

Our services and products are generally sold based upon purchase orders, contracts or call-out work orders that include fixed per unit prices or variable consideration but do not generally include right of return provisions or other significant post-delivery obligations. We generally bill our sales of services and products upon completion of the performance obligation. Product sales are billed and recognized when control passes to the customer. Our products are produced in a standard manufacturing operation, even if produced to our customer’s specifications. Revenues are recognized at the amount to which we have the right to invoice for services performed. Our payment terms vary by the type and location of our customer and the products or services offered. The term between invoicing and when payment is due is not significant. For certain products or services and customer types, we require payment before the products or services are delivered to the customer. We defer revenue recognition on such payments until the products or services are delivered to the customer.

We account for individual products and services separately if they are distinct and the product or service is separately identifiable from other items in the contract and if a customer can benefit from it on its own or with other resources that are readily available to the customer. The consideration, including any discounts, is allocated between separate products and services based on their standalone selling prices. The standalone selling prices are determined based on the prices at which we separately sell our products and services. For items not sold separately (e.g. term software licenses in our Production product line), we estimate standalone selling prices using the adjusted market assessment approach.

The nature of our contracts give rise to several types of variable consideration, including claims and lost-in-hole charges. Our claims are not significant and lost-in-hole charges are constrained variable consideration. We do not estimate revenue associated with these types of variable consideration.

We do not disclose the value of unsatisfied performance obligations for contracts (i) with an original expected length of one year or less and (ii) for which we recognize revenue at the amount to which we have the right to invoice for services performed.
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The unmanned equipment that we lease to customers as operating leases consist primarily of drilling rental tools and artificial lift pumping equipment and the rental revenue is generally recognized on a straight-line basis. These equipment rental revenues are generally provided based on call-out work orders that include fixed per unit prices and are derived from short-term contracts.

Revenue Recognition – Contract Balances

The timing of revenue recognition, billings and cash collections results in billed accounts receivable, unbilled receivables, contract assets, and customer advances and deposits (contract liabilities classified as deferred revenues) on the Condensed Consolidated Balance Sheets. Receivables for products and services with customers are included in “Accounts Receivable, Net,” contract assets are included in “Other Current Assets” and contract liabilities are included in “Other Current Liabilities” on our Consolidated Balance Sheets.

Consideration under certain contracts such as turnkey or lump sum contracts may be classified as contract assets as the invoicing occurs once the performance obligations have been satisfied while the customer simultaneously receives and consumes the benefits provided. We also have receivables for work completed but not billed in which the rights to consideration are conditional and would be classified as contract assets. These are primarily related to service contracts and are not material to our Condensed Consolidated Financial Statements. We may also have contract liabilities and defer revenues for certain product sales that are not distinct from their installation.

Reclassifications

Certain reclassifications of the financial statements and accompanying footnotes for the three months ended March 31, 2018 have been made to conform to the presentation for the three months ended March 31, 2019. See “Note 2 – New Accounting Pronouncements” for additional details regarding accounting changes impacting the Condensed Consolidated Financial Statements.

2. New Accounting Pronouncements

Accounting Changes

Effective January 1, 2019, we adopted Accounting Standards Update (“ASU”) No. 2016-02, Leases (Topic 842) issued by the Financial Accounting Standards Board (“FASB”) in February 2016 and the series of related updates that followed (collectively referred to as “Topic 842”), which requires a lessee to recognize a ROU lease asset and lease liability for all qualifying leases with terms longer than twelve months on the balance sheet, including those classified as operating leases under previously existing U.S. GAAP. The ASU also changes the definition of a lease and requires expanded quantitative and qualitative disclosures for both lessees and lessors.

Topic 842, and all the related amendments, was effective for us beginning January 1, 2019. We have elected to adopt Topic 842 using the modified retrospective approach. As such, comparative financial information for prior periods has not been restated and continues to be reported under the previous accounting guidance for those periods. We did not elect the hindsight practical expedient. See “Note 8 – Leases” for additional lease information and practical expedients elected.

The impact of Topic 842 on our consolidated balance sheet beginning January 1, 2019 was through the recognition of ROU assets and lease liabilities for operating leases, while our accounting for finance leases (previously referred to as capital leases) remained substantially unchanged. Amounts recognized at January 1, 2019 for operating leases were as follows:

	
	Balance at January 1,

	(Dollars in millions)
	
	2019

	
	
	

	Assets and Liabilities:
	
	

	Other Non-Current Assets
	$
	288

	
	
	

	Other Current Liabilities
	
	92

	Other Non-Current Liabilities
	
	219

	
	8
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In February 2018, the FASB issued ASU 2018-02, Income Statement-Reporting Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income, which permits a reclassification from accumulated other comprehensive income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs Act. We adopted this standard in the first quarter of 2019 and an election was not made to reclassify the income tax effects of the Tax Cuts and Jobs Act from Accumulated Other Comprehensive Income to retained earnings.

In July 2017, the FASB issued ASU 2017-11, Part I Accounting for Certain Financial Instruments with Down Round Features, which amends the accounting for certain equity-linked financial instruments and states a down round feature no longer precludes equity classification when assessing whether the instrument is indexed to an entity’s own stock. For an equity-linked financial instrument no longer accounted for as a liability at fair value, the amendments require a down round to be treated as a dividend and as a reduction of income available to common shareholders in basic earnings per share. We adopted this standard in the first quarter of 2019 on a retrospective basis. Adoption of the ASU did not have a significant impact on our Consolidated Financial Statements.

Accounting Standards Issued Not Yet Adopted

In August 2018, the FASB issued ASU 2018-14, Compensation — Retirement Benefits — Defined Benefit Plans — General (Subtopic 715-20): Disclosure Framework — Changes to the Disclosure Requirements for Defined Benefit Plans, which makes minor changes to the disclosure requirements for employers that sponsor defined benefit pension and other postretirement benefit plans. The ASU is effective for the fiscal year ending December 31, 2020, but early adoption is permitted. The ASU is required to be applied retrospectively. This new standard will not have a significant impact on our Consolidated Financial Statements.

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework — Changes to the Disclosure Requirements for Fair Value Measurement, which eliminates, adds and modifies certain disclosure requirements for fair value measurements as part of its disclosure framework project. The ASU is effective beginning with the first quarter of 2020, and early adoption is permitted. The ASU is required to be applied retrospectively, except the new Level 3 disclosure requirements which are applied prospectively. We have evaluated the impact that this new standard will have on our Consolidated Financial Statements and concluded adoption of the ASU will not have a significant impact.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments – Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, which replaces the incurred loss impairment methodology in current U.S. GAAP with a methodology that reflects expected credit losses and requires consideration of a broader range of reasonable and supportable information to determine credit loss estimates. The guidance requires entities to measure all expected credit losses for financial assets held at the reporting date based on historical experience, current conditions, and reasonable and supportable forecasts. The updated guidance applies to (i) loans, accounts receivable, trade receivables, and other financial assets measured at amortized cost,

(ii) loan commitments and other off-balance sheet credit exposures, (iii) debt securities and other financial assets measured at fair value through other comprehensive income, and (iv) beneficial interests in securitized financial assets. The amended guidance is effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years. We will adopt the new standard on the effective date of January 1, 2020 and are evaluating the effect, if any, that the guidance will have on our Consolidated Financial Statements and related disclosures.

3. Accounts Receivable Factoring

From time to time, we participate in factoring arrangements to sell accounts receivable to third-party financial institutions. In the first three months of 2019, we sold accounts receivable of $84 million and recognized a loss of $0.6 million on these sales. We received cash proceeds totaling $81 million. In the first three months of 2018, we sold accounts receivable of $96 million and recognized a loss of $0.6 million. We received cash proceeds totaling $93 million. Our factoring transactions in the first three months of 2019 and 2018 were recognized as sales, and the proceeds are included as operating cash flows in our Condensed Consolidated Statements of Cash Flows.
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	4. Inventories, Net
	
	
	
	
	

	
	Inventories, net of reserves, by category were as follows:
	
	
	
	
	

	
	
	
	
	
	
	
	December 31,

	(Dollars in millions)
	
	March 31, 2019
	
	2018

	
	
	
	
	
	
	
	

	Raw materials, components and supplies
	$
	141
	
	$
	131

	Work in process
	
	57
	
	
	47

	
	
	
	
	
	
	
	

	Finished goods
	
	852
	
	
	847

	
	
	
	$
	1,050
	
	$
	1,025

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



5. Business Combinations and Divestitures

Acquisitions

In the first quarter of 2019, we made no acquisitions of businesses.

In the first quarter of 2018, we acquired the remaining 50% equity interest in our Qatari joint venture that we previously accounted for as an equity method investment and consolidated the entity. The joint venture was established in 2008 to provide energy related services required for the drilling and completion of oil and gas wells at onshore and offshore locations within the State of Qatar. The total consideration to purchase the remaining equity interest was $87 million, which is comprised of a cash consideration of $72 million and an estimated contingent consideration of $15 million related to services the Qatari entity will render under new contracts. Of the $72 million in cash consideration, $48 million was paid in accordance with closing terms through the joint venture, with the remaining payment of $24 million to be paid two years from closing, in 2020. As a result of this step acquisition transaction with a change in control, we remeasured our previously held equity investment to fair value and recognized a $12 million gain. The Level 3 fair value of the acquisition was determined using an income approach.

Divestitures

In the first quarter of 2019, we completed the final closings in a series of closings pursuant to the purchase and sale agreements (“Agreements”) entered into with ADES International Holding Ltd. (“ADES”). We entered into the Agreements in July of 2018 to sell our land drilling rig operations in Algeria, Kuwait and Saudi Arabia, as well as two idle land rigs in Iraq, for an aggregate purchase price of $287.5 million. We received gross proceeds of $72 million in the first quarter of 2019. The ADES sale was subject to regulatory approvals, consents and other customary closing conditions, including potential adjustments based on working capital, net cash, loss or destruction of rigs and drilling contract backlog. The $11 million ADES advance of the purchase price held in escrow as of December 31, 2018 was released in the first quarter of 2019 as a credit towards the purchase price. The loss on the sale of land drilling rigs operations recognized in the first quarter of 2019 was $6 million. The net carrying amount of assets and liabilities sold in the first quarter of 2019 totaled $66 million and primarily included PP&E.

The Agreements divest a majority of our land drilling rig operations. We continue to pursue options to sell all of our remaining rig assets.

In the first quarter of 2018, we completed the sale of our continuous sucker rod service business in Canada for a purchase price of $25 million and recognized a gain of $2 million. The carrying amounts of the major classes of assets divested total $23 million and included PP&E, allocated goodwill and inventory.

Held for Sale

At March 31, 2019, assets qualifying as held for sale totaled $170 million and consist of PP&E and other net assets of $147 million, allocated goodwill of $3 million, and inventory of $20 million. Liabilities held for sale totaled $11 million at March 31, 2019. These amounts primarily consist of our surface data logging and laboratory services business and our remaining land drilling rigs operations held for sale.

In December of 2018, we agreed to sell our surface data logging business to Excellence Logging for $50 million in total consideration, subject to customary post-closing working capital adjustments. On April 30, 2019, we completed the sale of our surface data logging business. See “Note 20 – Subsequent Events” for additional details.
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In October of 2018, we agreed to sell our Reservoir Solutions business, also known as our laboratory services business to an affiliate of CSL Capital Management, L.P., for an initial aggregate purchase price of $205 million in cash, subject to escrow release and customary post-closing working capital adjustments. On April 30, 2019, we completed the sale of our laboratory services business. See “Note 20 – Subsequent Events” for additional details.

At December 31, 2018, assets qualifying as held for sale totaled $265 million and liabilities held for sale totaled $17 million . These amounts primarily consist of our surface data logging and laboratory services business and our remaining land drilling rigs operations held for sale.

6. Goodwill

For the first quarter ended March 31, 2019, our interim goodwill impairment tests indicated that goodwill for our North America reporting unit was impaired and as a result we incurred a goodwill impairment charge of $229 million. The impairment indicators during the quarter was a result of lower activity levels and lower exploration and production capital spending that resulted in a decline in drilling activity and forecasted growth in North America. Our cumulative impairment loss for goodwill was $2.9 billion at March 31, 2019. The changes in the carrying amount of goodwill by reporting segment at March 31, 2019, are presented in the following table.

	(Dollars in millions)
	
	Western Hemisphere
	
	Eastern Hemisphere
	
	Total

	
	
	
	
	
	
	
	
	

	Balance at December 31, 2018
	$
	494
	
	$
	219
	
	$
	713

	Impairment
	
	(229)
	
	
	—
	
	(229)

	
	
	
	
	
	
	
	
	

	Reclassification from held for sale
	
	4
	
	
	—
	
	4

	Foreign currency translation adjustments
	
	12
	
	
	4
	
	
	16

	
	
	
	
	
	
	
	
	

	Balance at March 31, 2019
	$
	281
	
	$
	223
	
	$
	504

	
	
	
	
	
	
	
	
	



7. Restructuring and Transformation Charges

Due to the highly competitive nature of our business and the continuing losses we incurred over the last few years, we continue to reduce our overall cost structure and workforce to better align our business with current activity levels. The ongoing transformation plan, which began in 2018 and is expected to extend significantly beyond the originally planned year-end 2019 target (the “Transformation Plan”), includes a workforce reduction, organization restructure, facility consolidations and other cost reduction measures and efficiency initiatives across our geographic regions.

The cost reduction plan which began in 2016 and continued throughout 2017 (the “2016-17 and 2016 Plan”), included a workforce reduction and other cost reduction measures initiated across our geographic regions due to the ongoing low levels of exploration and production spending. This plan was initiated to reduce our overall cost structure and workforce to better align with current activity levels of exploration and production.

In connection with the Transformation Plan, we recognized restructuring and transformation charges of $20 million in the first quarter of 2019, which include severance charges of $2 million, other restructuring charges of $14 million and restructuring related asset charges of $4 million. In the first quarter of 2018 we recognized restructuring charges of $25 million, which included severance charges of $11 million and other restructuring charges of $14 million. Other restructuring charges in both periods included contract termination costs, relocation and other associated costs.

The following tables present the components of restructuring charges by segment for the first quarter of 2019 and 2018.

	
	
	Three Months Ended March 31, 2019

	
	
	
	
	
	
	

	
	
	
	
	
	
	Total

	(Dollars in millions)
	
	Severance
	
	Other
	
	Severance and

	Transformation Plan
	
	Charges
	
	Charges
	
	Other Charges

	
	
	
	
	
	
	

	Western Hemisphere
	$
	1
	$
	4
	$
	5

	Eastern Hemisphere
	
	1
	
	4
	
	5

	
	
	
	
	
	
	

	Corporate
	
	—
	
	10
	
	10

	Total
	$
	2
	$
	18
	$
	20
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	Three Months Ended March 31, 2018

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Total

	(Dollars in millions)
	
	Severance
	
	Other
	
	Severance and

	2016-17 Plan
	
	Charges
	
	Charges
	
	Other Charges

	
	
	
	
	
	
	
	
	

	Western Hemisphere
	$
	4
	$
	—
	$
	4

	Eastern Hemisphere
	
	4
	
	5
	
	9

	
	
	
	
	
	
	
	
	

	Corporate
	
	3
	
	9
	
	12

	Total
	$
	11
	$
	14
	$
	25

	
	
	
	
	
	
	
	
	



The severance and other restructuring charges gave rise to certain liabilities, the components of which are summarized below, and largely relate to liabilities accrued as part of the 2016-17 and 2016 Plans that will be paid pursuant to the respective arrangements and statutory requirements.

	
	
	
	
	
	At March 31, 2019
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Transformation Plan
	
	
	
	2016-17 and 2016 Plans
	
	Total
	

	
	
	
	
	
	
	
	
	
	
	
	Severance
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Severance
	Other
	
	
	
	Severance
	
	Other
	
	and Other
	

	(Dollars in millions)
	
	Liability
	Liability
	
	
	
	Liability
	
	Liability
	
	Liability
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Western Hemisphere
	$
	4
	$
	1
	$
	2
	$
	2
	$
	9
	

	Eastern Hemisphere
	
	6
	
	—
	
	
	1
	
	2
	
	9
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Corporate
	
	—
	
	6
	
	
	3
	
	—
	
	9
	

	Total
	$
	10
	$
	7
	
	$
	6
	$
	4
	$
	27
	

	
	
	
	
	
	
	
	
	
	
	
	
	



The following table presents the restructuring liability activity for the first three months of 2019. In the first quarter of 2019, we reclassified $12 million of restructuring cease-use liability to the initial ROU asset in accordance with the adoption of Topic 842.

	
	
	
	
	
	Three Months Ended March 31, 2019
	
	
	
	
	

	
	
	Accrued Balance
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	at December 31,
	
	
	
	
	
	
	
	
	
	Accrued Balance at
	

	(Dollars in millions)
	
	2018
	
	
	Charges
	
	Cash Payments
	Other
	
	
	
	March 31, 2019
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Transformation Plan
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Severance liability
	$
	18
	
	$
	2
	
	$
	(10)
	
	$
	—
	$
	10
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other restructuring liability
	
	16
	
	$
	14
	
	$
	(22)
	
	$
	(1)
	
	$
	7
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2016-17 and Prior Plans
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Severance liability
	
	6
	
	
	—
	
	(1)
	
	
	1
	
	
	6
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other restructuring liability
	
	19
	
	
	—
	
	(1)
	
	
	(14)
	
	
	4
	

	Total severance and other restructuring
	$
	59
	
	$
	16
	
	$
	(34)
	
	$
	(14)
	
	$
	27
	

	liability
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	12
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8. Leases

We lease certain facilities, land, vehicles, and equipment. Leases with an initial term of 12 months or less are not recorded on the balance sheet (including short-term sale leaseback transactions); we recognize lease expense for these leases on a straight-line basis over the lease term. We have one contract currently with a residual value guarantee of less than $20 million.

Beginning January 1, 2019, operating ROU assets and operating lease liabilities are recognized based on the present value of lease payments over the lease term at commencement date. Operating leases in effect prior to January 1, 2019 were recognized at the present value of the remaining payments on the remaining lease term as of January 1, 2019. We determine if an arrangement is classified as a lease at inception of the arrangement. As most of our leases do not provide an implicit rate of return, we use our incremental borrowing rate, together with the lease term information available at commencement date of the lease, in determining the present value of lease payments, which is updated on a quarterly basis. For adoption of Topic 842 we used the December 31, 2018 incremental borrowing rate, for operating leases that commenced prior to December 31, 2018. We have data center lease agreements with lease and non-lease components which are accounted for separately, while for the remainder of our agreements we have elected the practical expedient to account for lease and non-lease components as a single lease component. For certain equipment leases, such as copiers and vehicles, we account for the leases under a portfolio method. Operating lease payments include related options to extend or terminate lease terms that are reasonably certain of being exercised.

The unmanned equipment that we lease to customers as operating leases consists primarily of drilling rental tools and artificial lift pumping equipment. These equipment rental revenues are generally provided based on call-out work orders that include fixed per unit prices and are derived from short-term contracts. See “Note 16 – Revenues” for additional details on our equipment rental revenues.

Finance leases are recorded net of accumulated amortization of $46 million as of March 31, 2019.

	(Dollars in millions)
	Classification
	
	March 31, 2019
	

	
	
	
	
	
	
	
	

	Balance Sheet Components:
	
	
	
	

	Assets
	
	
	
	

	
	
	
	
	
	
	
	

	Operating
	Other Non-Current Assets
	$
	281
	

	Finance
	Property Plant and Equipment, Net
	
	57
	

	
	
	
	
	
	
	
	

	Total leased assets
	
	$
	338
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	

	Current
	
	
	
	

	
	
	
	
	
	
	
	

	
	Operating
	Other Current Liabilities
	$
	90
	

	
	Finance
	Short-term Borrowings and Current Portion of Long-term Debt
	
	7
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Non-Current
	
	
	
	

	
	
	
	
	
	
	
	

	
	Operating
	Other Non-Current Liabilities
	
	212
	

	
	Finance
	Long-term Debt
	
	66
	

	
	
	
	
	
	
	
	

	Total lease liabilities
	
	$
	375
	

	
	
	
	
	
	
	

	
	
	
	
	
	Three Months Ended
	

	(Dollars in millions)
	
	
	March 31, 2019
	

	
	
	
	
	
	
	
	

	Lease Expense Components:
	
	
	
	

	
	
	
	
	
	
	
	

	Operating lease expense
	
	$
	30
	

	Short-term and variable lease expense
	
	
	20
	

	
	
	
	
	
	
	

	Finance lease expense: Amortization of ROU assets and interest on lease liabilities
	
	3
	

	Sublease income
	
	
	(2)
	

	
	
	
	
	
	
	
	

	Total lease expense
	
	$
	51
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	Operating
	
	
	Finance

	
	(Dollars in millions)
	Leases
	
	
	Leases

	
	
	
	
	
	
	

	
	Maturity of Lease Liabilities as of March 31, 2019:
	
	
	
	

	2019
	
	$
	98
	$
	8

	
	
	
	
	
	

	
	2020
	
	
	87
	
	11

	2021
	
	
	68
	
	11

	
	
	
	
	
	

	
	2022
	
	
	44
	
	11

	2023
	
	
	27
	
	11

	
	
	
	
	
	
	

	
	After 2023
	
	172
	
	38

	
	Total Lease Payments
	
	496
	
	90

	
	
	
	
	
	
	

	
	Less: Interest
	
	194
	
	17

	
	Present Value of Lease Liabilities
	$
	302
	$
	73

	
	
	
	
	
	
	



	
	
	Three Months Ended

	(Dollars in millions except years and percentages)
	
	March 31, 2019

	
	
	

	Other Supplemental Information:
	
	

	
	
	

	Cash paid for amounts included in the measurement of lease liabilities:
	
	

	Operating cash outflows from operating leases
	$
	32

	
	
	

	Operating cash outflows from finance leases
	$
	1

	Financing cash outflows from finance leases
	$
	2

	
	
	

	
	
	

	ROU assets obtained in exchange of new operating lease liabilities
	$
	19

	
	
	

	Losses on sale and leaseback transactions (short-term)
	$
	36

	
	
	

	Weighted-average remaining lease term (years)
	
	

	Operating leases
	
	6.7

	
	
	

	Finance leases
	
	7.9

	
	
	

	Weighted-average discount rate (percentages)
	
	

	Operating leases
	
	13.1%

	
	
	

	Finance leases
	
	5.6%
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	9. Short-Term Borrowings and Other Debt Obligations
	
	
	
	
	

	(Dollars in millions)
	
	March 31, 2019
	December 31, 2018

	
	
	
	
	
	
	
	

	364-Day Credit Agreement
	$
	317
	
	$
	317

	A&R Credit Agreement
	
	230
	
	
	—

	
	
	
	
	
	
	
	

	Other Short-term Loans
	
	7
	
	
	9

	Current Portion of Long-term Debt
	
	58
	
	
	57

	
	
	
	
	
	
	
	

	Short-term Borrowings and Current Portion of Long-term Debt
	$
	612
	
	$
	383

	
	
	
	
	
	
	
	



Revolving Credit Agreements and Term Loan Agreement

At March 31, 2019, we have two revolving credit agreements with total commitments of $846 million, comprised of an unsecured senior revolving credit agreement (the “A&R Credit Agreement”) in the amount of $529 million, and a Secured Second Lien 364-Day Revolving Credit Agreement (the “364-Day Credit Agreement” and, together with the A&R Credit Agreement, the “Revolving Credit Agreements”) in the amount of $317 million. At March 31, 2019, we have principal borrowings of $298 million under the Term Loan Agreement. We collectively refer to our Revolving Credit Agreements and Term Loan Agreement as the “Credit Agreements.” See “Note 20 – Subsequent Events” for additional details regarding the proposed RSA, the DIP Facilities and the expected capital restructuring transaction.

Under the terms of the A&R Credit Agreement, commitments of $226 million from non-extending lenders will mature on July 12, 2019 and commitments of $303 million from extending lenders will mature on July 13, 2020.

At March 31, 2019, we had total borrowing availability of $93 million available under our Credit Agreements. The following tables summarizes borrowing capacity utilization and availability of our Credit Agreements:

	(Dollars in millions)
	
	March 31, 2019

	
	
	

	Facilities
	$
	1,144

	Less uses of facilities:
	
	

	
	
	

	364-Day Credit Agreement
	
	317

	A&R Credit Agreement
	
	230

	
	
	

	Letters of Credit
	
	206

	Term Loan Agreement Principal Borrowing
	
	298

	
	
	

	Borrowing Availability
	$
	93

	
	
	



Loans under the Credit Agreements are subject to varying interest rates based on whether the loan is a Eurodollar or alternate base rate loan. We also incur a quarterly facility fee on the amount of the A&R Credit Agreement. For the three months ended March 31, 2019, the interest rate for the A&R Credit Agreement was LIBOR plus a margin rate of 2.68% for extending lenders and LIBOR plus a margin rate of 1.93% for non-extending lenders. For the three months ended March 31, 2019, the interest rate for borrowings under our Term Loan Agreement and 364-Day Credit Agreement were LIBOR plus a margin rate of 1.43% and LIBOR plus a margin rate of 2.18%, respectively.

Our Credit Agreements contain customary events of default, including in the event of our failure to comply with our financial covenants. We must also maintain a leverage ratio of no greater than 2.5 to 1, a leverage and letters of credit ratio of no greater than 3.5 to 1, an asset coverage ratio of at least 4.0 to 1 and a current asset coverage ratio of at least 1.5 to 1, in each case with the terms and definitions for the ratios as provided in the Credit Agreements. We must maintain a current asset coverage ratio of at least 2.1 to 1. The Term Loan Agreement and 364-Day Credit Agreement require us to pledge assets as collateral in order to borrow under the credit facility. As of March 31, 2019, we were in compliance with these financial covenants.
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Senior Notes and Tender Offers

In February 2018, we issued $600 million in aggregate principal amount of our 9.875% senior notes due 2025. We used part of the proceeds from our debt offering to repay in full our 6.00% senior notes due March 2018 and to fund a concurrent tender offer to purchase for cash any and all of our 9.625% senior notes due 2019. We settled the tender offer in cash for the amount of $475 million, retiring an aggregate face value of $425 million and accrued interest of $20 million. In April 2018, we repaid the remaining principal outstanding on an early redemption of the bond. We recognized a cumulative loss of $34 million on these transactions in “Bond Tender and Call Premium” on the accompanying Condensed Consolidated Statements of Operations.

Other Short-term Borrowings and Debt Activity

We have short-term borrowings with various domestic and international institutions pursuant to uncommitted credit facilities. At March 31, 2019, we had $7 million in short-term borrowings under these arrangements. In addition, we had $271 million of letters of credit under various uncommitted facilities and $206 million of letters of credit under the A&R Credit Agreement. At March 31, 2019, we have cash collateralized $98 million of our letters of credit, which is included “Cash and Cash Equivalents” in the accompanying Condensed Consolidated Balance Sheets.

Fair Value of Short and Long-term Borrowings

The carrying value of our short-term borrowings approximates their fair value due to their short maturities. These short-term borrowings are classified as Level 2 in the fair value hierarchy.

The fair value of our long-term debt fluctuates with changes in applicable interest rates among other factors. Fair value will exceed carrying value when the current market interest rate is lower than the interest rate at which the debt was originally issued and will be less than the carrying value when the market rate is greater than the interest rate at which the debt was originally issued. The fair value of our long-term debt is classified as Level 2 in the fair value hierarchy and is established based on observable inputs in less active markets. The discussion on fair value is continued at “Note 10 – Fair Value of Financial Instruments, Assets and Other Assets.” The fair value and carrying value of our senior notes were as follows:

	
	
	
	
	December 31,

	(Dollars in millions)
	
	March 31, 2019
	
	2018

	
	
	
	
	

	Fair Value
	$
	5,310
	$
	4,455

	Carrying Value
	
	7,295
	
	7,285



10. Fair Value of Financial Instruments, Assets and Other Assets

Financial Instruments and Other Assets Measured and Recognized at Fair Value

We estimate fair value at a price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants in the principal market for the asset or liability. Our valuation techniques require inputs that we categorize using a three level hierarchy, from highest to lowest level of observable inputs. Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities. Level 2 inputs are quoted prices or other market data for similar assets and liabilities in active markets, or inputs that are observable for the asset or liability, either directly or indirectly through market corroboration, for substantially the full term of the financial instrument. Level 3 inputs are unobservable inputs based upon our own judgment and assumptions used to measure assets and liabilities at fair value. Classification of a financial asset or liability within the hierarchy is determined based on the lowest level of input that is significant to the fair value measurement. Other than the derivative instruments discussed in “Note 11 – Derivative Instruments” and held for sale assets and liabilities described in “Note 5 – Business Combinations and Divestitures,” we had no other material assets or liabilities measured and recognized at fair value on a recurring basis at March 31, 2019 and December 31, 2018.

Fair Value of Other Financial Instruments

Our other financial instruments include cash and cash equivalents, accounts receivable, accounts payable, held-to-maturity investments, short-term borrowings and long-term debt. The carrying value of our cash and cash equivalents, accounts receivable, accounts payable, and short-term borrowings approximates their fair value due to their short maturities. These short-term borrowings are classified as Level 2 in the fair value hierarchy. The fair value of our short-term and long-term borrowings are discussed in “Note 9 – Short-term Borrowings and Other Debt Obligations.”
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As of March 31, 2019 and December 31, 2018, we have $50 million of held-to-maturity Angolan government bonds maturing in 2020. The carrying value of $50 million in both periods approximate their fair value as of March 31, 2019 and December 31, 2018. We assess whether an other-than-temporary impairment loss on the investment has occurred due to a decline in fair value or other market conditions. If the fair value of the security is below amortized cost and it is more likely than not that we will not be able to recover its amortized cost basis before its stated maturity, we will record an other-than-temporary impairment charge in the Consolidated Statements of Operations.

Non-recurring Fair Value Measurements - Impairments

In the first quarter of 2019, our interim goodwill impairment tests indicated that our goodwill was impaired and as a result one of our reporting units was written down to its estimated fair value. The Level 3 fair values of our reporting units were determined using a combination of the income and market approach. The unobservable inputs to the income approach included each reporting unit’s estimated future cash flows and estimates of discount rates commensurate with the reporting unit’s risks. The market approach considered market multiples of comparable publicly traded companies to estimate fair value as a multiple of each reporting unit’s actual and forecasted earnings.

11. Derivative Instruments

From time to time, we may enter into derivative financial instrument transactions to manage or reduce our market risk. We manage our debt portfolio to achieve an overall desired position of fixed and floating rates, and we may employ interest rate swaps as a tool to achieve that goal. We enter into foreign currency forward contracts and cross-currency swap contracts to economically hedge our exposure to fluctuations in various foreign currencies. The major risks from interest rate derivatives include changes in the interest rates affecting the fair value of such instruments, potential increases in interest expense due to market increases in floating interest rates, changes in foreign exchange rates and the creditworthiness of the counterparties in such transactions.

We monitor the creditworthiness of our counterparties, which are multinational commercial banks. The fair values of all our outstanding derivative instruments are determined using a model with Level 2 inputs including quoted market prices for contracts with similar terms and maturity dates.

Warrant

During the fourth quarter of 2016, in conjunction with the issuance of 84.5 million ordinary shares, we issued a warrant that gives the holder the option to acquire an additional 84.5 million ordinary shares. The exercise price on the warrant is $6.43 per share and is exercisable any time prior to May 21, 2019. The warrant is carried at fair value on the Condensed Consolidated Balance Sheets and changes in the fair value are reported through earnings. The warrant participates in dividends and other distributions as if the shares subject to the warrants were outstanding. In addition, the warrant permits early redemption due to a change in control.

The warrant fair value is considered a Level 2 valuation and is estimated using the Black Scholes valuation model. Inputs to the model include Weatherford’s share price, volatility of our share price, and the risk-free interest rate. The fair value of the warrant was zero at March 31, 2019 and December 31, 2018. We recognized an insignificant amount of unrealized gain in the first quarter of 2019 and unrealized gain of $46 million for the first quarter of 2018 with changes in fair value of the warrants recorded each period in “Warrant Fair Value Adjustment” on the accompanying Condensed Consolidated Statements of Operations. The insignificant change in fair value of the warrant during the first three months of 2019 was due to the short remaining time to maturity, low stock price, and the elimination of warrant share value associated with any future equity issuance.

Foreign Currency Forward Contracts

At March 31, 2019 and December 31, 2018, we had an estimated net current liability for the fair value of our outstanding foreign currency forward contracts of $1 million and $4 million, respectively, with notional amounts aggregating to $519 million and $435 million, respectively. These foreign currency forward contracts are not designated as hedges under ASU 2014-03, Derivatives and Hedging (Topic 815), and their notional amounts do not generally represent amounts exchanged by the parties and thus are not a measure of the cash requirements related to these contracts or of any possible loss exposure. The amounts actually exchanged at maturity are calculated by reference to the notional amounts and by other terms of the derivative contracts, such as exchange rates.
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The changes in fair value of the contracts are recorded each period in “Other Expense, Net” on the accompanying Condensed Consolidated Statements of Operations. For the quarter ended March 31, 2019 and March 31, 2018, we had a gain on the foreign currency forward contracts of $5 million and a gain of foreign currency forward contracts of $1 million, respectively.

Other Derivative Instruments

We may use interest rate swaps to help mitigate our exposures related to changes in the fair values of fixed-rate debt and to mitigate our exposure to variability in forecasted cash flows due to changes in interest rates. As of March 31, 2019, we did not have any fair value or cash flow hedges designated under ASU 2014-03. In 2008, we entered into interest rate derivative instruments to hedge projected exposures to interest rates in anticipation of a debt offering. These hedges were terminated at the time of the issuance of the debt and the associated loss is being amortized from “Accumulated Other Comprehensive Loss” to interest expense over the remaining term of the debt. See “Note 13 – Shareholders' (Deficiency) Equity” for additional information.

12. Disputes, Litigation and Contingencies

Shareholder Litigation

In 2010, three shareholder derivative actions were filed, purportedly on behalf of the Company, asserting breach of duty and other claims against certain then current and former officers and directors of the Company related to the United Nations oil-for-food program governing sales of goods into Iraq, the Foreign Corrupt Practices Act of 1977 and trade sanctions related to the U.S. government investigations disclosed in our SEC filings since 2007. Those shareholder derivative cases were filed in Harris County, Texas state court and consolidated under the caption Neff v. Brady, et al., No. 2010040764 (collectively referred to as the “Neff Case”). Other shareholder demand letters covering the same subject matter were received by the Company in early 2014, and a fourth shareholder derivative action was filed, purportedly on behalf of the Company, also asserting breach of duty and other claims against certain then current and former officers and directors of the Company related to the same subject matter as the Neff Case. That case, captioned Erste-Sparinvest KAG v. Duroc-Danner, et al., No. 201420933 (Harris County, Texas) was consolidated into the Neff Case in September 2014. A motion to dismiss was granted May 15, 2015, and an appeal was filed on June 15, 2015. Following briefing and oral argument, on June 29, 2017, the Texas Court of Appeals denied in part and granted in part the shareholders’ appeal. The Court ruled that the shareholders lacked standing to bring claims that arose prior to the Company’s redomestication to Switzerland in 2009 and upheld the dismissal of those claims. The Court reversed as premature the trial court’s dismissal of claims arising after the redomestication and remanded to the trial court for further proceedings. On February 1, 2018, the individual defendants and nominal defendant Weatherford filed a motion for summary judgment on the remaining claims in the case. On February 13, 2018, the trial court dismissed with prejudice certain directors for lack of jurisdiction. The plaintiffs have appealed the jurisdictional ruling and the parties have jointly moved for a stay of the case during the pendency of the appeal. We cannot reliably predict the outcome of the remaining claims, including the amount of any possible loss.

Rapid Completions and Packers Plus Litigation

Several subsidiaries of the Company are defendants in a patent infringement lawsuit filed by Rapid Completions LLC (“RC”) in U.S. District Court for the Eastern District of Texas on July 31, 2015. RC claims that we and other defendants are liable for infringement of seven U.S. patents related to specific downhole completion equipment and the methods of using such equipment. These patents have been assigned to Packers Plus Energy Services, Inc., a Canadian corporation (“Packers Plus”), and purportedly exclusively licensed to RC. RC is seeking a permanent injunction against further alleged infringement, unspecified damages for infringement, supplemental and enhanced damages, and additional relief such as attorneys’ fees. The Company has filed a counterclaim against Packers Plus, seeking declarations of non-infringement, invalidity, and unenforceability of the four patents that remain asserted against the Company on the grounds of inequitable conduct. The Company is seeking attorneys’ fees and costs incurred in the lawsuit. The litigation was stayed, pending resolution of inter partes reviews (“IPR”) of each of the four patents before the Patent Trial and Appeal Board (“PTAB”) of the U.S. Patent and Trademark Office (“USPTO”). On February 22, 2018, the PTAB issued IPR decisions finding that all of the claims of the ‘505, ‘634, and ‘774 patents that were challenged by the Company in the IPRs are invalid. On October 16, 2018, the PTAB issued an IPR decision finding that all of the claims of the ‘501 patent are invalid. RC has appealed the decisions of the PTAB.
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On October 14, 2015, Packers Plus and RC filed suit in Federal Court in Toronto, Canada against the Company and certain subsidiaries alleging infringement of a related Canadian patent and seeking unspecified damages and an accounting of the Company’s profits. Trial on the validity of the Canadian patent was completed in March 2017. On November 3, 2017, the Federal Court issued its decision, wherein it concluded that the defendants proved that the patent-in-suit was invalid and dismissed Packers Plus and RC’s claims of infringement. On January 5, 2018, Packers Plus and RC filed their Notice of Appeal. The Company filed its responsive brief in June 2018. The hearing of the appeal took place on February 6, 2019, and on April 24, 2019, the appeal was dismissed in favor of Weatherford.

At this time, we believe it is unlikely that we will incur a loss related to the patent infringement matters, and therefore we have not accrued any loss provisions related to these matters. If one or more negative outcomes were to occur in any case, the impact to our financial position, results of operations, or cash flows could be material.

Other Disputes and Litigation

In addition, we have certain claims, disputes and pending litigation for which we do not believe a negative outcome is probable or for which we can only estimate a range of liability. It is possible, however, that an unexpected judgment could be rendered against us, or we could decide to resolve a case or cases, that would result in liability that could be uninsured and beyond the amounts we currently have reserved and in some cases those losses could be material. If one or more negative outcomes were to occur relative to these matters, the aggregate impact to our financial condition could be material.

Accrued litigation and settlements recorded in “Other Current Liabilities” on the accompanying Condensed Consolidated Balance Sheets as of March 31, 2019 and December 31, 2018 were $32 million and $29 million, respectively.

Other Contingencies

We have minimum purchase commitments related to a supply contract and maintain a liability at March 31, 2019 for expected penalties to be paid of $24 million in “Other Current Liabilities” on our Condensed Consolidated Balance Sheets. Our minimum obligation for these commitments at December 31, 2018 was $46 million, of which $22 million was recorded in “Other Current Liabilities” and $24 million was recorded in “Other Non-Current Liabilities” on our Condensed Consolidated Balance Sheets.
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13. Shareholders’ (Deficiency) Equity

The following summarizes our shareholders’ equity activity for the first quarter of 2019 and 2018:

	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	
	
	
	

	
	Par Value
	
	Capital in
	
	
	
	
	Other
	
	Non-
	
	Total
	

	(Dollars in millions)
	of Issued
	Excess of Par
	
	Retained
	
	Comprehensive
	
	controlling
	
	Shareholders’
	

	
	
	Shares
	
	Value
	
	Deficit
	
	Loss
	
	Interests
	
	Deficiency
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at December 31, 2017
	$
	1
	
	$
	6,655
	
	$
	(5,763)
	
	$
	(1,519)
	
	$
	55
	
	$
	(571)
	

	Net Income (Loss)
	
	—
	
	—
	
	(245)
	
	
	—
	
	3
	
	
	(242)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Comprehensive Income
	
	—
	
	—
	
	—
	
	5
	
	
	—
	
	5
	

	Dividends Paid to Noncontrolling Interests
	
	—
	
	—
	
	—
	
	—
	
	(4)
	
	
	(4)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity Awards Granted, Vested and Exercised
	
	—
	
	17
	
	
	—
	
	—
	
	—
	
	17
	

	Adoption of Intra-Entity Transfers of Assets Other
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Than Inventory and Revenue from Contracts with
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Customers
	
	—
	
	—
	
	(97)
	
	
	—
	
	—
	
	(97)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other
	
	—
	
	4
	
	
	—
	
	—
	
	(10)
	
	
	(6)
	

	Balance at March 31, 2018
	$
	1
	
	$
	6,676
	
	$
	(6,105)
	
	$
	(1,514)
	
	$
	44
	
	$
	(898)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at December 31, 2018
	$
	1
	
	$
	6,711
	
	$
	(8,671)
	
	$
	(1,746)
	
	$
	39
	
	$
	(3,666)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Income (Loss)
	
	—
	
	—
	
	(481)
	
	
	—
	
	4
	
	
	(477)
	

	Other Comprehensive Income
	
	—
	
	—
	
	—
	
	33
	
	
	—
	
	33
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Dividends Paid to Noncontrolling Interests
	
	—
	
	—
	
	—
	
	—
	
	(5)
	
	
	(5)
	

	Equity Awards Granted, Vested and Exercised
	
	—
	
	8
	
	
	—
	
	—
	
	—
	
	8
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other
	
	—
	
	—
	
	—
	
	—
	
	1
	
	
	1
	

	Balance at March 31, 2019
	$
	1
	
	$
	6,719
	
	$
	(9,152)
	
	$
	(1,713)
	
	$
	39
	
	$
	(4,106)
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The following table presents the changes in our accumulated other comprehensive loss by component for the first quarter of 2019 and 2018:

	
	
	Currency
	
	
	
	
	
	
	
	
	

	
	
	Translation
	
	Defined Benefit
	Deferred Loss on
	
	
	

	(Dollars in millions)
	
	Adjustment
	
	Pension
	
	Derivatives
	
	Total
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at December 31, 2017
	$
	(1,484)
	
	$
	(26)
	
	$
	(9)
	
	$
	(1,519)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Comprehensive Income before Reclassifications
	
	5
	
	
	—
	
	—
	
	5
	

	Net activity
	
	5
	
	
	—
	
	
	—
	
	
	5
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at March 31, 2018
	$
	(1,479)
	
	$
	(26)
	
	$
	(9)
	
	$
	(1,514)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at December 31, 2018
	$
	(1,724)
	
	$
	(14)
	
	$
	(8)
	
	$
	(1,746)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Comprehensive Income before Reclassifications
	
	33
	
	
	—
	
	—
	
	33
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net activity
	
	33
	
	
	—
	
	—
	
	33
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at March 31, 2019
	$
	(1,691)
	
	$
	(14)
	
	$
	(8)
	
	$
	(1,713)
	

	14. Share-Based Compensation
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



We recognized the following employee share-based compensation expense during the first quarter of 2019 and 2018:

	
	
	Three Months Ended March

	
	
	
	31,
	

	
	
	
	
	
	
	

	(Dollars in millions)
	
	2019
	
	
	
	2018

	
	
	
	
	
	
	

	Share-based compensation
	$
	8
	$
	13

	Related tax benefit
	
	—
	
	
	
	—



During the first quarter of 2019, we granted 76 thousand restricted share units at a weighted average grant date fair value of $0.90 per share. As of March 31, 2019, there was $28 million of unrecognized compensation expense related to our unvested restricted share grants. This cost is expected to be recognized over a weighted average period of two years. As of March 31, 2019, there was $9 million of unrecognized compensation expense related to our performance share units. This cost is expected to be recognized over a weighted average period of less than two years.

As a result of our depressed share price we do not have sufficient shares available for issuance under our stock plans. Accordingly, we have converted our long-term incentive compensation program to a cash based program for 2019.
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15. Earnings per Share

Basic earnings per share for all periods presented equals net income (loss) divided by the weighted average number of our shares outstanding during the period including participating securities. Diluted earnings (loss) per share is computed by dividing net income (loss) by the weighted average number of our shares outstanding during the period including participating securities and potentially dilutive shares. The following table presents our basic and diluted weighted average shares outstanding for the first quarter of 2019 and 2018:

Three Months Ended

March 31,
[image: ]

	(Shares in millions)
	2019
	
	2018

	
	
	
	

	Basic and Diluted weighted average shares outstanding
	1,003
	
	994

	
	
	
	



Our basic and diluted weighted average shares outstanding for the periods presented are equivalent due to the net loss attributable to shareholders. Diluted weighted average shares outstanding for the first quarter of 2019 and 2018 exclude potential shares for stock options, restricted shares, performance units, exchangeable notes, warrant outstanding and the Employee Stock Purchase Plan as we have net losses for those periods and their inclusion would be anti-dilutive. The following table discloses the number of anti-dilutive shares excluded for the first quarter of 2019 and 2018:

Three Months Ended

March 31,
[image: ]

	(Shares in millions)
	2019
	
	2018
	

	
	
	
	
	

	Anti-dilutive potential shares due to net loss
	250
	
	250
	

	
	
	
	
	

	
	
	
	
	



16. Revenues

Revenue by Product Line and Geographic Region

The following tables disaggregate our product and service revenues from contracts with customers by major product line and geographic region for the first quarter ended March 31, 2019 and 2018:

	
	
	Three Months Ended March 31, 2019

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Total Revenues

	
	
	
	
	
	
	
	
	Excluding Rental

	(Dollars in millions)
	Western Hemisphere
	Eastern Hemisphere
	
	Revenues

	
	
	
	
	
	
	
	
	

	Product Lines:
	
	
	
	
	
	
	
	

	Production
	$
	295
	
	$
	96
	
	$
	391

	
	
	
	
	
	
	
	
	

	Completions
	
	133
	
	
	172
	
	
	305

	Drilling and Evaluation
	
	142
	
	
	184
	
	
	326

	
	
	
	
	
	
	
	
	

	Well Construction
	
	99
	
	
	147
	
	
	246

	Total
	$
	669
	
	$
	599
	
	$
	1,268
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	Three Months Ended March 31, 2018

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	Total Revenues

	
	
	
	
	
	
	
	
	
	
	Excluding Rental

	
	(Dollars in millions)
	Western Hemisphere
	Eastern Hemisphere
	
	Revenues

	
	
	
	
	
	
	
	
	
	
	

	
	Product Lines:
	
	
	
	
	
	
	
	

	
	Production
	$
	286
	
	$
	95
	
	$
	381

	
	
	
	
	
	
	
	
	
	
	

	
	Completions
	
	157
	
	
	136
	
	
	293

	
	Drilling and Evaluation
	
	156
	
	
	194
	
	
	350

	
	
	
	
	
	
	
	
	
	
	

	
	Well Construction
	
	101
	
	
	216
	
	
	317

	
	Total
	$
	700
	
	$
	641
	
	$
	1,341

	
	
	
	
	
	
	
	
	
	
	



	
	
	Three Months Ended March 31,

	
	
	
	
	

	(Dollars in millions)
	
	2019
	
	2018

	
	
	
	
	

	Geographic Areas:
	
	
	
	

	United States
	$
	329
	$
	345

	
	
	
	
	

	Latin America
	
	258
	
	226

	Canada
	
	82
	
	129

	
	
	
	
	

	Western Hemisphere
	
	669
	
	700

	
	
	
	
	

	Middle East & North Africa
	
	308
	
	362

	Europe/Sub-Sahara Africa/Russia
	
	216
	
	214

	
	
	
	
	

	Asia
	
	75
	
	65

	Eastern Hemisphere
	
	599
	
	641

	
	
	
	
	

	
	
	
	
	

	Total Product and Service Revenue before Rental Revenues
	
	1,268
	
	1,341

	
	
	
	
	

	Equipment Rental Revenues
	
	78
	
	82

	Total Revenues
	$
	1,346
	$
	1,423

	
	
	
	
	



The unmanned equipment that we lease to customers as operating leases consist primarily of drilling rental tools and artificial lift pumping equipment. These equipment rental revenues are generally provided based on call-out work orders that include fixed per unit prices and are derived from short-term contracts.

Contract Balances

The following table provides information about receivables for product and services included in “Accounts Receivable, Net” at March 31, 2019 and December 31, 2018, respectively.

	
	
	
	
	December 31,

	(Dollars in millions)
	
	March 31, 2019
	
	2018

	
	
	
	
	

	Receivables for Product and Services in Accounts Receivable, Net
	$
	1,067
	$
	1,051
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	Significant changes in the contract assets and liabilities balances during the period are as follows:
	
	
	
	

	
	
	
	
	Contract
	
	Contract

	(Dollars in millions)
	
	Assets
	
	Liabilities

	
	
	
	
	
	
	

	Balance at December 31, 2018
	$
	4
	$
	64

	Revenue recognized that was included in the deferred revenue balance at the beginning of the period
	
	—
	
	(83)

	
	
	
	
	
	
	

	Increase due to cash received, excluding amount recognized as revenue during the period
	
	—
	
	75

	Increase due to revenue recognized during the period but contingent on future performance
	
	10
	
	—

	
	
	
	
	
	
	

	Transferred to receivables from contract assets recognized at the beginning of the period
	
	(2)
	
	—

	Changes as a result of adjustments due to changes in estimates or contract modifications
	
	—
	
	3

	
	
	
	
	
	
	

	Balance at March 31, 2019
	$
	12
	$
	59

	
	
	
	
	
	
	



In the following table, estimated revenue expected to be recognized in the future related to performance obligations that are either unsatisfied or partially unsatisfied as of March 31, 2019 primarily relate to subsea services and an artificial lift contract. All consideration from contracts with customers is included in the amounts presented in the following table.

	(Dollars in millions)
	
	2019
	
	2020
	
	2021
	
	2022
	
	Thereafter
	
	Total

	
	
	
	
	
	
	
	
	
	
	
	
	

	Service Revenue
	$
	57
	$
	33
	$
	18
	$
	18
	$
	19
	$
	145

	
	
	
	
	
	
	
	
	
	
	
	
	



17. Income Taxes

We have determined that because small changes in estimated ordinary annual income would result in significant changes in the estimated annual effective tax rate, the use of a discrete effective tax rate is appropriate for determining the quarterly provision for income taxes. The discrete method treats the year-to-date period as if it was the annual period and determines the income tax expense or benefit on that basis. We will continue to use this method each quarter until the annual effective tax rate method is deemed appropriate. In the first quarter of 2019, we had a tax expense of $12 million on a loss before income taxes of $465 million compared to the first quarter of 2018 tax expense of $32 million on a loss before income taxes of $210 million. Our results for the first quarter of 2019 include an $8 million tax benefit principally related to the $229 million goodwill impairment. The other asset write-downs and other charges, including $49 million in asset write-downs and other charges and $20 million in restructuring charges resulted in no significant tax benefit. The tax expense for the first quarter of 2019 and 2018 also includes withholding taxes, minimum taxes and deemed profit taxes that do not directly correlate to ordinary income or loss.

We are routinely under tax examination in various jurisdictions. We cannot predict the timing or outcome regarding resolution of these tax examinations or if they will have a material impact on our financial statements. We continue to anticipate a possible reduction in the balance of uncertain tax positions of approximately $16 million in the next twelve months due to expiration of statutes of limitations, settlements and/or conclusions of tax examinations.
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18. Segment Information

Financial information by segment is summarized below. Revenues are attributable to countries based on the ultimate destination of the sale of products or performance of services. The accounting policies of the segments are the same as those described in the summary of significant accounting policies as presented in our Annual Report on Form 10-K.

	
	
	Three Months Ended March 31, 2019

	
	
	
	
	
	
	
	

	
	
	
	
	
	Income (Loss)
	
	Depreciation

	
	
	
	
	
	from
	
	and

	(Dollars in millions)
	
	Revenues
	
	Operations
	
	Amortization

	
	
	
	
	
	
	
	
	

	Western Hemisphere
	$
	726
	
	$
	9
	
	$
	48

	Eastern Hemisphere
	
	620
	
	
	20
	
	
	72

	
	
	
	
	
	
	
	
	

	
	
	1,346
	
	
	29
	
	
	120

	Corporate General and Administrative
	
	
	
	
	(32)
	
	
	3

	
	
	
	
	
	
	
	
	

	Goodwill Impairment
	
	
	
	
	(229)
	
	
	

	Restructuring and Transformation Charges
	
	
	
	
	(20)
	
	
	

	
	
	
	
	
	
	
	
	

	Asset Write-Downs and Other (a)
	
	
	
	
	(49)
	
	
	

	Total
	$
	1,346
	
	$
	(301)
	
	$
	123

	
	
	
	
	
	
	
	
	



(a)	Includes the loss on disposition of assets and businesses, other fees and asset write-downs, partially offset by a reduction of a contingency reserve on a legacy contract.


	
	
	Three Months Ended March 31, 2018

	
	
	
	
	
	
	
	

	
	
	
	
	
	Income (Loss)
	
	Depreciation

	
	
	
	
	
	from
	
	and

	(Dollars in millions)
	
	Revenues
	
	Operations
	
	Amortization

	
	
	
	
	
	
	
	
	

	Western Hemisphere
	$
	756
	
	$
	24
	
	$
	60

	Eastern Hemisphere
	
	667
	
	
	16
	
	
	86

	
	
	
	
	
	
	
	
	

	
	
	1,423
	
	
	40
	
	
	146

	Corporate General and Administrative
	
	
	
	
	(36)
	
	
	1

	
	
	
	
	
	
	
	
	

	Restructuring and Transformation Charges
	
	
	
	
	(25)
	
	
	

	Asset Write-Downs and Other (b)
	
	
	
	
	(18)
	
	
	

	Total
	$
	1,423
	
	$
	(39)
	
	$
	147

	
	
	
	
	
	
	
	
	



(b) Includes asset write-downs and inventory charges, partially offset by a gain on purchase of a joint venture remaining interest.
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19. Condensed Consolidating Financial Statements

Weatherford International plc (“Weatherford Ireland”), a public limited company organized under the laws of Ireland, a Swiss tax resident, and the ultimate parent of the Weatherford group, guarantees the obligations of its subsidiaries – Weatherford International Ltd., a Bermuda exempted company (“Weatherford Bermuda”), and Weatherford International, LLC, a Delaware limited liability company (“Weatherford Delaware”), including the notes and credit facilities listed below.

The 6.80% senior notes due 2037 and 9.875% senior notes due 2025 of Weatherford Delaware were guaranteed by Weatherford Bermuda at March 31, 2019 and December 31, 2018.

The following obligations of Weatherford Bermuda were guaranteed by Weatherford Delaware at March 31, 2019 and December 31, 2018: (1) A&R Credit Agreement, (2) Term Loan Agreement, (3) 364-Day Credit Agreement, (4) 6.50% senior notes due 2036, (5) 7.00% senior notes due 2038, (6) 9.875% senior notes due 2039, (7) 5.125% senior notes due 2020, (8) 6.75% senior notes due 2040, (9) 4.50% senior notes due 2022, (10) 5.95% senior notes due 2042, (11) 5.875% exchangeable senior notes due 2021, (12) 7.75% senior notes due 2021, (13) 8.25% senior notes due 2023 and (14) 9.875% senior notes due 2024.

As a result of certain of these guarantee arrangements, we are required to present the following condensed consolidating financial information. The accompanying guarantor financial information is presented on the equity method of accounting for all periods presented. Under this method, investments in subsidiaries are recorded at cost and adjusted for our share in the subsidiaries’ cumulative results of operations, capital contributions and distributions and other changes in equity. Elimination entries relate primarily to the elimination of investments in subsidiaries and associated intercompany balances and transactions.

Condensed Consolidating Statement of Operations and

Comprehensive Income (Loss)

Three Months Ended March 31, 2019

(Unaudited)

	
	
	Weatherford
	
	Weatherford
	
	Weatherford
	
	Other
	
	
	
	
	
	

	(Dollars in millions)
	
	Ireland
	
	Bermuda
	
	Delaware
	
	Subsidiaries
	
	Eliminations
	
	Consolidation
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues
	$
	—
	$
	—
	$
	—
	$
	1,346
	
	$
	—
	$
	1,346
	

	Costs and Expenses
	
	(9)
	
	
	—
	
	—
	
	(1,638)
	
	
	—
	
	(1,647)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating Income (Loss)
	
	(9)
	
	
	—
	
	—
	
	(292)
	
	
	—
	
	(301)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Income (Expense):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest Expense, Net
	
	—
	
	(143)
	
	
	(25)
	
	
	7
	
	
	6
	
	
	(155)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Intercompany Charges, Net
	
	—
	
	1
	
	
	(4)
	
	
	(42)
	
	
	45
	
	
	—
	

	Equity in Subsidiary Income (Loss)
	
	(472)
	
	
	(161)
	
	
	(186)
	
	
	—
	
	819
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other, Net
	
	—
	
	4
	
	
	(1)
	
	
	(12)
	
	
	—
	
	(9)
	

	Income (Loss) Before Income Taxes
	
	(481)
	
	
	(299)
	
	
	(216)
	
	
	(339)
	
	
	870
	
	
	(465)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Provision) Benefit for Income Taxes
	
	—
	
	—
	
	—
	
	(12)
	
	
	—
	
	(12)
	

	Net Income (Loss)
	
	(481)
	
	
	(299)
	
	
	(216)
	
	
	(351)
	
	
	870
	
	
	(477)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Noncontrolling Interests
	
	—
	
	—
	
	—
	
	4
	
	
	—
	
	4
	

	Net Income (Loss) Attributable to
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Weatherford
	$
	(481)
	
	$
	(299)
	
	$
	(216)
	
	$
	(355)
	
	$
	870
	
	$
	(481)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Comprehensive Income (Loss)
	$
	(448)
	
	$
	(305)
	
	$
	(218)
	
	$
	(322)
	
	$
	845
	
	$
	(448)
	

	Attributable to Weatherford
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Condensed Consolidating Statement of Operations and

Comprehensive Income (Loss)

Three Months Ended March 31, 2018

(Unaudited)

	
	
	Weatherford
	
	Weatherford
	
	Weatherford
	
	Other
	
	
	
	
	
	

	(Dollars in millions)
	
	Ireland
	
	Bermuda
	
	Delaware
	
	Subsidiaries
	
	Eliminations
	
	Consolidation
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues
	$
	—
	$
	—
	$
	—
	$
	1,423
	
	$
	—
	$
	1,423
	

	Costs and Expenses
	
	2
	
	
	—
	
	—
	
	(1,464)
	
	
	—
	
	(1,462)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating Income (Loss)
	
	2
	
	
	—
	
	—
	
	(41)
	
	
	—
	
	(39)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Income (Expense):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest Expense, Net
	
	—
	
	(144)
	
	
	(14)
	
	
	4
	
	
	5
	
	
	(149)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Intercompany Charges, Net
	
	(18)
	
	
	(3)
	
	
	11
	
	
	(594)
	
	
	604
	
	
	—
	

	Equity in Subsidiary Income
	
	(275)
	
	
	(350)
	
	
	(133)
	
	
	—
	
	758
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other, Net
	
	46
	
	
	90
	
	
	122
	
	
	(157)
	
	
	(123)
	
	
	(22)
	

	Income (Loss) Before Income Taxes
	
	(245)
	
	
	(407)
	
	
	(14)
	
	
	(788)
	
	
	1,244
	
	
	(210)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Provision) Benefit for Income Taxes
	
	—
	
	—
	
	—
	
	(32)
	
	
	—
	
	(32)
	

	Net Income (Loss)
	
	(245)
	
	
	(407)
	
	
	(14)
	
	
	(820)
	
	
	1,244
	
	
	(242)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Noncontrolling Interests
	
	—
	
	—
	
	—
	
	3
	
	
	—
	
	3
	

	Net Income (Loss) Attributable to
	$
	(245)
	
	$
	(407)
	
	$
	(14)
	
	$
	(823)
	
	$
	1,244
	
	$
	(245)
	

	Weatherford
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Comprehensive Income (Loss)
	$
	(240)
	
	$
	(401)
	
	$
	(2)
	
	$
	(818)
	
	$
	1,221
	
	$
	(240)
	

	Attributable to Weatherford
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Condensed Consolidating Balance Sheet

March 31, 2019

(Unaudited)

	
	
	Weatherford
	
	Weatherford
	
	Weatherford
	
	Other
	
	
	
	
	
	

	(Dollars in millions)
	
	Ireland
	
	Bermuda
	
	Delaware
	
	Subsidiaries
	
	Eliminations
	
	Consolidation
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current Assets:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and Cash Equivalents
	$
	—
	$
	244
	
	$
	—
	$
	354
	
	$
	—
	$
	598
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Current Assets
	
	4
	
	
	—
	
	485
	
	
	2,842
	
	
	(523)
	
	
	2,808
	

	Total Current Assets
	
	4
	
	
	244
	
	
	485
	
	
	3,196
	
	
	(523)
	
	
	3,406
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity Investments in Affiliates
	
	(4,126)
	
	
	7,370
	
	
	6,907
	
	
	407
	
	
	(10,558)
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Intercompany Receivables, Net
	
	—
	
	204
	
	
	—
	
	2,875
	
	
	(3,079)
	
	
	—
	

	Other Assets
	
	—
	
	11
	
	
	135
	
	
	2,967
	
	
	—
	
	3,113
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Assets
	$
	(4,122)
	
	$
	7,829
	
	$
	7,527
	
	$
	9,445
	
	$
	(14,160)
	
	$
	6,519
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current Liabilities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term Borrowings and Current Portion of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-Term Debt
	$
	—
	$
	599
	
	$
	—
	$
	13
	
	$
	—
	$
	612
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Accounts Payable and Other Current
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	13
	
	
	140
	
	
	—
	
	2,262
	
	
	(523)
	
	
	1,892
	

	Total Current Liabilities
	
	13
	
	
	739
	
	
	—
	
	
	2,275
	
	
	(523)
	
	
	2,504
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-term Debt
	
	—
	
	6,634
	
	
	782
	
	
	128
	
	
	62
	
	
	7,606
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Intercompany Payables, Net
	
	10
	
	
	—
	
	3,069
	
	
	—
	
	(3,079)
	
	
	—
	

	Other Long-term Liabilities
	
	—
	
	7
	
	
	—
	
	516
	
	
	(8)
	
	
	515
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Liabilities
	
	23
	
	
	7,380
	
	
	3,851
	
	
	2,919
	
	
	(3,548)
	
	
	10,625
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Weatherford Shareholders’ (Deficiency) Equity
	
	(4,145)
	
	
	449
	
	
	3,676
	
	
	6,487
	
	
	(10,612)
	
	
	(4,145)
	

	Noncontrolling Interests
	
	—
	
	—
	
	—
	
	39
	
	
	—
	
	39
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Liabilities and Shareholders’
	$
	(4,122)
	
	$
	7,829
	
	$
	7,527
	
	$
	9,445
	
	$
	(14,160)
	
	$
	6,519
	

	(Deficiency) Equity
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Condensed Consolidating Balance Sheet

December 31, 2018

	
	
	Weatherford
	
	Weatherford
	
	Weatherford
	
	Other
	
	
	
	
	
	

	(Dollars in millions)
	
	Ireland
	
	Bermuda
	
	Delaware
	
	Subsidiaries
	
	Eliminations
	
	Consolidation
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current Assets:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and Cash Equivalents
	$
	—
	$
	284
	
	$
	—
	$
	318
	
	$
	—
	$
	602
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Current Assets
	
	1
	
	
	—
	
	654
	
	
	2,887
	
	
	(694)
	
	
	2,848
	

	Total Current Assets
	
	1
	
	
	284
	
	
	654
	
	
	3,205
	
	
	(694)
	
	
	3,450
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity Investments in Affiliates
	
	(3,694)
	
	
	7,531
	
	
	7,203
	
	
	354
	
	
	(11,394)
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Intercompany Receivables, Net
	
	—
	
	103
	
	
	—
	
	2,966
	
	
	(3,069)
	
	
	—
	

	Other Assets
	
	—
	
	15
	
	
	4
	
	
	3,132
	
	
	—
	
	3,151
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Assets
	$
	(3,693)
	
	$
	7,933
	
	$
	7,861
	
	$
	9,657
	
	$
	(15,157)
	
	$
	6,601
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current Liabilities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term Borrowings and Current
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Portion of Long-Term Debt
	$
	—
	$
	373
	
	$
	—
	$
	10
	
	$
	—
	$
	383
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Accounts Payable and Other Current
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	9
	
	
	174
	
	
	—
	
	2,428
	
	
	(694)
	
	
	1,917
	

	Total Current Liabilities
	
	9
	
	
	547
	
	
	—
	
	
	2,438
	
	
	(694)
	
	
	2,300
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-term Debt
	
	—
	
	6,632
	
	
	775
	
	
	130
	
	
	68
	
	
	7,605
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Intercompany Payables, Net
	
	3
	
	
	—
	
	3,066
	
	
	—
	
	(3,069)
	
	
	—
	

	Other Long-term Liabilities
	
	—
	
	7
	
	
	—
	
	362
	
	
	(7)
	
	
	362
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Liabilities
	
	12
	
	
	7,186
	
	
	3,841
	
	
	2,930
	
	
	(3,702)
	
	
	10,267
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Weatherford Shareholders’ (Deficiency)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity
	
	(3,705)
	
	
	747
	
	
	4,020
	
	
	6,688
	
	
	(11,455)
	
	
	(3,705)
	

	Noncontrolling Interests
	
	—
	
	—
	
	—
	
	39
	
	
	—
	
	39
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Liabilities and Shareholders’
	$
	(3,693)
	
	$
	7,933
	
	$
	7,861
	
	$
	9,657
	
	$
	(15,157)
	
	$
	6,601
	

	(Deficiency) Equity
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Condensed Consolidating Statement of Cash Flows

Three Months Ended March 31, 2019

(Unaudited)

	
	
	Weatherford
	
	Weatherford
	
	Weatherford
	
	Other
	
	
	
	
	
	

	(Dollars in millions)
	
	Ireland
	
	Bermuda
	
	Delaware
	
	Subsidiaries
	
	Eliminations
	
	Consolidation
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash Flows from Operating Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Income (Loss)
	$
	(481)
	
	$
	(299)
	
	$
	(216)
	
	$
	(351)
	
	$
	870
	
	$
	(477)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjustments to Reconcile Net Income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Loss) to Net Cash Provided (Used) by
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Charges from Parent or Subsidiary
	
	—
	
	(1)
	
	
	4
	
	
	42
	
	
	(45)
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity in (Earnings) Loss of Affiliates
	
	472
	
	
	161
	
	
	186
	
	
	—
	
	(819)
	
	
	—
	

	Other Adjustments
	
	10
	
	
	(117)
	
	
	(63)
	
	
	404
	
	
	(6)
	
	
	228
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Cash Provided (Used) by Operating
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activities
	
	1
	
	
	(256)
	
	
	(89)
	
	
	95
	
	
	—
	
	(249)
	

	Cash Flows from Investing Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital Expenditures for Property, Plant
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and Equipment
	
	—
	
	—
	
	—
	
	(58)
	
	
	—
	
	(58)
	

	Capital Expenditures for Assets Held for
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sale
	
	—
	
	—
	
	—
	
	(1)
	
	
	—
	
	(1)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition of Intellectual Property
	
	—
	
	—
	
	—
	
	(5)
	
	
	—
	
	(5)
	

	Proceeds from Sale of Assets
	
	—
	
	—
	
	—
	
	26
	
	
	—
	
	26
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Proceeds from Sale of Businesses and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity Investment, Net
	
	—
	
	—
	
	—
	
	74
	
	
	—
	
	74
	

	Net Cash Provided (Used) by Investing
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activities
	
	—
	
	—
	
	—
	
	36
	
	
	—
	
	36
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash Flows from Financing Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Borrowings (Repayments) Short-term
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Debt, Net
	
	—
	
	225
	
	
	—
	
	3
	
	
	—
	
	228
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Borrowings (Repayments) Long-term
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Debt, Net
	
	—
	
	(13)
	
	
	—
	
	(2)
	
	
	—
	
	(15)
	

	Borrowings (Repayments) Between
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Subsidiaries, Net
	
	(1)
	
	
	4
	
	
	89
	
	
	(92)
	
	
	—
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other, Net
	
	—
	
	—
	
	—
	
	(5)
	
	
	—
	
	(5)
	

	Net Cash Provided (Used) by Financing
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activities
	
	(1)
	
	
	216
	
	
	89
	
	
	(96)
	
	
	—
	
	208
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Effect of Exchange Rate Changes On
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and Cash Equivalents
	
	—
	
	—
	
	—
	
	1
	
	
	—
	
	1
	

	Net Increase (Decrease) in Cash and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash Equivalents
	
	—
	
	(40)
	
	
	—
	
	36
	
	
	—
	
	(4)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and Cash Equivalents at Beginning
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	of Period
	
	—
	
	284
	
	
	—
	
	318
	
	
	—
	
	602
	

	Cash and Cash Equivalents at End of
	$
	—
	
	$
	244
	
	$
	—
	
	$
	354
	
	$
	—
	
	$
	598
	

	Period
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Condensed Consolidating Statement of Cash Flows

Three Months Ended March 31, 2018

(Unaudited)

	
	
	Weatherford
	
	Weatherford
	
	Weatherford
	
	Other
	
	
	
	
	
	

	(Dollars in millions)
	
	Ireland
	
	Bermuda
	
	Delaware
	
	Subsidiaries
	
	Eliminations
	
	Consolidation
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash Flows from Operating Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Income (Loss)
	$
	(245)
	
	$
	(407)
	
	$
	(14)
	
	$
	(820)
	
	$
	1,244
	
	$
	(242)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjustments to Reconcile Net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income(Loss) to Net Cash Provided
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Used) by Operating Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Charges from Parent or Subsidiary
	
	18
	
	
	3
	
	
	(11)
	
	
	594
	
	
	(604)
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity in (Earnings) Loss of Affiliates
	
	275
	
	
	350
	
	
	133
	
	
	—
	
	(758)
	
	
	—
	

	Other Adjustments
	
	(10)
	
	
	467
	
	
	(872)
	
	
	354
	
	
	118
	
	
	57
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Cash Provided (Used) by Operating
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activities
	
	38
	
	
	413
	
	
	(764)
	
	
	128
	
	
	—
	
	(185)
	

	Cash Flows from Investing Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital Expenditures for Property, Plant
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	and Equipment
	
	—
	
	—
	
	—
	
	(29)
	
	
	—
	
	(29)
	

	Capital Expenditures for Assets Held for
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sale
	
	—
	
	—
	
	—
	
	(9)
	
	
	—
	
	(9)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquisition of Business, Net of Cash
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acquired
	
	—
	
	—
	
	—
	
	4
	
	
	—
	
	4
	

	Acquisition of Intellectual Property
	
	—
	
	—
	
	—
	
	(3)
	
	
	—
	
	(3)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Proceeds from Sale of Assets
	
	—
	
	—
	
	—
	
	12
	
	
	—
	
	12
	

	Proceeds from Sale of Businesses, Net
	
	—
	
	—
	
	—
	
	25
	
	
	—
	
	25
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Cash Provided (Used) by Investing
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activities
	
	—
	
	—
	
	—
	
	—
	
	—
	
	—
	

	Cash Flows from Financing Activities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Borrowings (Repayments) Short-term
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Debt, Net
	
	—
	
	(47)
	
	
	—
	
	(7)
	
	
	—
	
	(54)
	

	Borrowings (Repayments) Long-term
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Debt, Net
	
	—
	
	(438)
	
	
	588
	
	
	(2)
	
	
	—
	
	148
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Borrowings (Repayments) Between
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Subsidiaries, Net
	
	(38)
	
	
	(17)
	
	
	176
	
	
	(121)
	
	
	—
	
	—
	

	Other, Net
	
	—
	
	—
	
	—
	
	(40)
	
	
	—
	
	(40)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Cash Provided (Used) by Financing
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activities
	
	(38)
	
	
	(502)
	
	
	764
	
	
	(170)
	
	
	—
	
	54
	

	Effect of Exchange Rate Changes On
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and Cash Equivalents
	
	—
	
	—
	
	—
	
	(23)
	
	
	—
	
	(23)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Increase (Decrease) in Cash and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash Equivalents
	
	—
	
	(89)
	
	
	—
	
	(65)
	
	
	—
	
	(154)
	

	Cash and Cash Equivalents at Beginning
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	of Period
	
	—
	
	195
	
	
	—
	
	418
	
	
	—
	
	613
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and Cash Equivalents at End of
	$
	—
	$
	106
	
	$
	—
	$
	353
	
	$
	—
	$
	459
	

	Period
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



31

Table of Contents

20. Subsequent Events

Disposition of Businesses

On April 30, 2019, we completed the sale of our laboratory services business to Oil & Gas Labs, LLC, an affiliate of CSL Capital Management, L.P., for an aggregate purchase price of $206 million in cash, subject to escrow release and customary post-closing working capital adjustments. The business disposition included our laboratory and geological analysis business, including the transfer of substantially all employees, personnel and associated contracts related to the business.

On April 30, 2019, we completed the sale of our surface data logging business to Excellence Logging for $50 million in total consideration, subject to customary post-closing working capital adjustments. The business disposition included our surface data logging equipment, technology and associated contracts related to the business.

Restructuring Support Agreement

As a result of the substantial doubt about our ability to continue as a going concern we no longer have access to the remainder of our borrowing availability under our Revolving Credit Agreements.

Weatherford Ireland, Weatherford Bermuda and Weatherford Delaware (collectively, the “Weatherford RSA Parties,” or “Debtors”) expect to enter into a RSA with the majority of holders of our unsecured notes (the “Consenting Noteholders”). The potential parties to the RSA expect to agree to the principal terms of a proposed capital financial restructuring (the “Transaction”) of the Company. The Transaction is contemplated to be implemented through cases to be commenced by the Weatherford RSA Parties under Title 11 of the United States Code and an examinership proceeding to be commenced by Weatherford Ireland under the laws of Ireland (collectively, the “Cases”).

The proposed RSA contemplates a comprehensive deleveraging of our balance sheet and an approximately $5.85 billion reduction of our funded debt.

Specifically, the RSA is expected to provide, in pertinent part, as follows:

· Our existing unsecured notes will be cancelled and exchanged for (a) 99% of the common stock of the reorganized Company (the “New Common Stock”) and (b) $1.25 billion of new tranche B senior unsecured notes to be issued by the reorganized Company with a seven-year maturity. Holders of the Company’s unsecured notes shall have the option to convert up to $500 million of the tranche B unsecured notes to New Common Stock at the mid-point of plan equity value. The tranche B unsecured notes will be pari passu with the tranche A senior unsecured notes described below.

· Our existing secured funded debt and unsecured revolving credit facility debt will be repaid in full in cash in connection with the Transaction.

· All trade claims against the Company (whether arising prior to or after the commencement of the Cases) will be paid in full in the ordinary course of business.

· Our existing equity will be cancelled and exchanged for (a) 1% of the New Common Stock, and (b) three-year warrants to purchase 10% of the New Common Stock.

· Our DIP Facilities will be repaid or refinanced in full upon completion of the Transaction through the Company’s (a) entry into a first lien exit revolving credit facility in the principal amount of up to $1.0 billion and (b) issuance of up to $1.25 billion of new tranche A senior unsecured notes with a five-year maturity, which notes issuance will be fully backstopped by the Consenting Noteholders.

The proposed RSA contemplates that the Weatherford RSA Parties will enter into two DIP Facilities to provide liquidity for the Cases. The DIP Facilities are expected to consist of (a) a debtor-in-possession revolving credit facility in the principal amount of up to $750 million provided by banks or other lenders and (b) a debtor-in-possession term loan facility in the amount of up to $1.0 billion, which will be fully backstopped by the Consenting Noteholders. The DIP Facilities are expected to mature on the earlier of (i) the date that is 12 months after the Weatherford RSA Parties’ entry into the DIP Facilities or (ii) the date of completion of the Transaction. While there can be no assurance that we are able to enter into the RSA or the DIP Facilities described above, negotiation of definitive commitments for the RSA and the DIP Facilities is ongoing and is expected to be completed in the near term.
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The proposed RSA includes certain milestones for the progress of the Cases, which include the dates by which the Weatherford RSA Parties are required to, among other things, obtain certain court orders and complete the Transaction. In addition, the parties to the proposed RSA will have the right to terminate the RSA (and their support for the Transaction) under certain circumstances, including, in the case of the Weatherford RSA Parties, if the board of directors of any Weatherford RSA Parties determines in good faith that performance under the RSA would be inconsistent with its fiduciary duties. Accordingly, no assurance can be given that the Transaction described in the RSA will be completed.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

As used herein, “Weatherford,” the “Company,” “we,” “us” and “our” refer to Weatherford International plc (“Weatherford Ireland”), a public limited company organized under the laws of Ireland, and its subsidiaries on a consolidated basis. The following discussion should be read in conjunction with the Consolidated Financial Statements and Notes thereto included in “Item 1. Financial Statements.” Our discussion includes various forward-looking statements about our markets, the demand for our products and services and our future results. These statements are based on certain assumptions we consider reasonable. For information about these assumptions, please review the section entitled “Forward-Looking Statements” and the section entitled “Part II – Other Information – Item 1A. – Risk Factors.”

Overview

General

We conduct operations in over 80 countries and have service and sales locations in virtually all of the oil and natural gas producing regions in the world. Our operational performance is reviewed on a geographic basis, and we report the following as separate, distinct reporting segments: Western Hemisphere and Eastern Hemisphere.

Our principal business is to provide equipment and services to the oil and natural gas exploration and production industry, both onshore and offshore.

Products and services include: (1) Production, (2) Completions, (3) Drilling and Evaluation and (4) Well Construction.

· Production offers production optimization services and a complete production ecosystem, featuring our artificial-lift portfolio, testing and flow-measurement solutions, and optimization software, to boost productivity and profitability.

· Completions is a suite of modern completion products, reservoir stimulation designs, and engineering capabilities that isolate zones and unlock reserves in deepwater, unconventional, and aging reservoirs.

· Drilling and Evaluation comprises a suite of services ranging from early well planning to reservoir management. The drilling services offer innovative tools and expert engineering to increase efficiency and maximize reservoir exposure. The evaluation services merge wellsite capabilities including wireline, logging while drilling, and surface logging with laboratory-fluid and core analyses to reduce reservoir uncertainty. On April 30, 2019, we completed the sale of our Reservoir Solutions business, also known as our laboratory services business, and our Surface Data Logging business for aggregate consideration of approximately $256 million.

· Well Construction builds or rebuilds well integrity for the full life cycle of the well. Using conventional to advanced equipment, we offer safe and efficient tubular running services in any environment. Our skilled fishing and re-entry teams execute under any contingency from drilling to abandonment, and our drilling tools provide reliable pressure control even in extreme wellbores. We also include our land drilling rig business as part of Well Construction. During 2018, we disposed of our Kuwait and Saudi Arabia land drilling rigs operations. In the first quarter of 2019, we completed the sale of our Algerian land drilling rigs and delivered two idle land drilling rigs from Iraq. We have also committed to plans to divest certain remaining land drilling rigs operations and other business operations for which we believe a sale is probable within the next twelve months.

Financial Results and Overview

As a result of the uncertain oil price environment, weak energy sector conditions in the first quarter of 2019 in North America, primarily in Canada, combined with seasonal and weather related disruptions in the United States, Europe and Russia, as well as project start-up costs and an unfavorable impact from foreign exchange in Argentina, our operational results, working capital and
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cash flows were negatively impacted. These factors led to lower demand for our products and services, and when coupled with an unfavorable product mix and significantly lower than expected benefits from our transformation, resulted in lower operational results compared to our expectations in the first quarter of 2019.

We generated revenues of $1.3 billion in the first quarter of 2019, a decrease of $77 million, or 5%, compared to the first quarter of 2018. Our revenue decline was predominantly driven by lower activity levels in Canada and the United States, as well as decreased revenues associated with the divested land drilling rigs in the Middle East and North Africa, partially offset by higher revenues from integrated service projects and product sales in Latin America and higher Completions activity in the Eastern Hemisphere. Excluding the impact of revenues from the divested portion of the land drilling rigs business, revenues in the first quarter of 2019 were flat compared to the first quarter of 2018.

Our operating loss was $301 million in the first quarter of 2019, a decrease of $262 million compared to the first quarter of 2018. The decrease was mainly due to a $229 million impairment of our goodwill as well as expenses related to asset dispositions, partially offset by lower overhead charges. Segment operating income was $29 million in the first quarter of 2019, a decrease of $11 million compared to the first quarter of 2018. The decrease was driven by lower activity levels, an unfavorable product mix in Canada and the United States, and start-up costs for projects in Latin America. These declines were partially offset by improved operating results from higher integrated service project activity in Latin America and operational improvements in the Eastern Hemisphere. Excluding the impact of operating results from the divested portion of the land drilling rigs business, segment operating results in the first quarter of 2019 improved $6 million compared to the first quarter of 2018.

Our bond price decline and our share price decline, as well as our Company’s credit ratings, has over time increased the level of uncertainty in our business and has impacted various key stakeholders, including our employees, our customers and suppliers, and our key lenders. This uncertainty has impacted our Company in several ways, including retention of our key personnel, access to credit at suitable terms, working capital and our ability to execute within our targeted timing on our transformation.

The targeted transformation savings of $30 million in the first quarter of 2019 were not achieved, primarily due to higher than anticipated costs associated with rationalizing our manufacturing footprint and market headwinds that negatively impacted the progress of our sales and commercial initiatives during the first quarter of 2019. Additionally, diminished pricing leverage and lack of supply chain savings contributed to slower progress on our transformation targets. While we remain committed to improving our business performance through our transformation strategy, which is designed to improve our execution capabilities and lower our cost structure, we expect that the achievement of our transformation target of $1 billion in incremental adjusted earnings before interest, taxes and depreciation compared to 2017 will take significantly longer than the original year-end 2019 target date.

In the first quarter of 2019, cash used in operating activities was $249 million and as of March 31, 2019, our total borrowing availability was $93 million available under our Credit Agreements. Cash used in operating activities in the first quarter of 2019 was driven by working capital needs, cash payments for debt interest, and transformation and restructuring costs. Customer collections slowed meaningfully, vendor credit limits were lowered and some payment terms were shortened.

Opportunities and Challenges

While our industry offers many opportunities, there were significant challenges that materialized in the first quarter of 2019 and challenges that continue to persist and overhang our organization, which include but are not limited to slower collections from customers and pressure from suppliers to shorten payment terms or lower credit limits. Our challenges also include our targeted transformation benefits being more difficult to obtain due to the adverse market conditions and uncertainty related to our capital structure. Additionally, the significant decline in our share price has increased doubts regarding our ability to continue to meet obligations as they come due, which has negatively impacted certain customer and supplier negotiations, as well as employee retention. The cyclicality of the energy industry continues to impact the demand for our products and services, such as our drilling and evaluation services, well construction and well completion services, which strongly depend on the level of exploration and development activity and the completion phase of the well life cycle. Other products and services, such as our production optimization and artificial lift systems, are dependent on the number of wells and the type of production systems used. We are following our long-term strategy aimed at achieving profitability in our businesses, servicing our customers, and creating value for all of our stakeholders. Our long-term success will be determined by our ability to manage effectively the cyclicality of our industry, including the ongoing and prolonged industry downturn, our ability to respond to industry demands and periods of over-supply or low oil prices, successfully divesting businesses that are no longer a strategic fit within our short and long term objectives and to manage our elevated debt levels. There is no assurance that we will be able to execute on our long-term strategy or achieve its intended benefits.
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Business Outlook

In the Western Hemisphere for 2019, North American exploration and production (“E&P”) capital spending levels are expected to decrease by mid-single digit to low double-digit levels compared to 2018 due to commodity price volatility, an increasing focus on financial returns versus production growth and infrastructure challenges, which would negatively impact activity and the demand for our products and services. The number of active rigs in the United States have declined from peak levels achieved at the end of the third quarter of 2018 and are not expected to increase through the end of the current year based on forecasted E&P spending plans. Activity in Canada remains at subdued levels as infrastructure constraints have resulted in lower realized oil prices for producers and total production. These conditions are anticipated to persist through 2019, creating continued negative effects on product and service pricing and utilization. We expect activity levels in Latin America to remain constructive as recent contract wins and the introduction of new technologies to various markets are expected to support our continued growth throughout the region, with continued improvements in Mexico and Argentina versus the prior year.

In the Eastern Hemisphere, we anticipate growth in the North Sea due to Completions and Well Construction market share gains and growth in Eastern Europe and the Mediterranean Sea from increased activity levels. We expect activity levels in Asia to remain stable as higher contributions from Tubular Running Services in southeast Asia offset an unfavorable product and service mix in Thailand. Foreign exchange rates are expected to negatively affect results in Russia during 2019 as compared to 2018. Operating results from our core businesses in the Middle East are expected to increase, driven by market share gains and new technology introductions across the region. However, overall revenue and operating income in the region are expected to decline in 2019 as compared to 2018 as gains associated with our core businesses are offset by the effect of the divestiture of our land drilling rigs in the region.

In the absence of any geopolitical events, we believe our industry will remain within a ‘medium-for-longer’ price level paradigm. We will continue to push innovation, both from a technological and a business model perspective, and we will deliver operational excellence to help bring the cost of production down to a point where all market participants can make acceptable returns. Customer collections are anticipated to continue at a slow pace, with little to no fundamental improvement. We expect suppliers will continue to shorten payment terms or continue to set more restrictive credit limits. Additionally, the significant decline in our share price has increased doubts regarding our ability to continue to meet obligations as they come due, which has negatively impacted certain customer and supplier negotiations, as well as employee retention. We continue to focus on our transformation program, which started late in the fourth quarter of 2017. This program has already generated significant cost savings through the flattening of our organizational structure, the implementation of process changes, the enhancement of our capabilities and the improvement of our efficiency in our supply chain, sales and general administrative organizations as well as the rationalization of our manufacturing footprint. Furthermore, through our transformation program we have seen improvements in our operating efficiency, reduced our non-productive time and improved our collaboration with our customers. We made steady progress towards our transformation targets during 2018, recognizing approximately 40% of the identified opportunities in our operating results on a run-rate basis by the end of the year. During the first quarter of 2019 our transformation cost savings targets were not achieved due to higher than expected costs associated with rationalizing our manufacturing footprint combined with market headwinds negatively impacting progress towards our sales, and commercial savings targets. We believe that these same factors will continue to negatively impact the progress of our Transformation and while we anticipate achieving additional cost savings and operational efficiencies, we expect that the impact of these savings and efficiencies will take significantly longer than the original year-end 2019 target date.

As production decline rates persist and reservoir productivity complexities increase, our clients will continue to face challenges in balancing the cost of extraction activities with securing desired rates of production, while achieving acceptable rates of return on investment. These challenges increase our customers’ requirements for technologies that improve productivity and efficiency, which in turn puts pressure on us to deliver our products and services at competitive rates. We believe we are well positioned to satisfy our customers’ needs, but the level of improvement in our businesses in the future will depend heavily on pricing, volume of work and our ability to offer solutions to more efficiently extract hydrocarbons, control costs and penetrate new and existing markets with our newly developed technologies.

We continually seek opportunities to maximize efficiency and value through various transactions, including purchases or dispositions of assets, businesses, investments or joint ventures.

In the first quarter of 2019, we completed the sale of our Algerian land drilling rigs and delivered two idle land drilling rigs from Iraq for aggregate proceeds of $72 million. We have also committed to plans to divest certain remaining land drilling rigs operations and other business operations for which we believe a sale is probable within the next twelve months. On April 30, 2019, we completed the sale of our Reservoir Solutions business, also known as our laboratory services business, to an affiliate
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of CSL Capital Management, L.P. for an aggregate purchase price of $206 million in cash, subject to escrow release and customary post-closing working capital adjustments. Additionally, on April 30, 2019, we completed the sale of our Surface Data Logging business to Excellence Logging for $50 million in total consideration, subject to customary post-closing working capital adjustments. We continue to evaluate our disposition candidates based on the strategic fit within our business and/or our short and long-term objectives. Divestitures, however, can be complex and may be affected by unanticipated developments, such as the significant decrease in crude oil prices and delays in obtaining regulatory, customer or third party approvals, which may result in the completion of such divestitures, if agreed upon, being delayed or terminated, which could have a negative impact on our liquidity position, ability to repay indebtedness and comply with certain covenants in our debt instruments.

Upon completion, the cash proceeds from any further divestitures are expected to be used for working capital needs.

The oilfield services industry growth is highly dependent on many external factors, such as our customers’ capital expenditures, world economic and political conditions, the price of oil and natural gas, member-country quota compliance within the Organization of Petroleum Exporting Countries and weather conditions and other factors, including those described in the section entitled “Forward-Looking Statements.”

Liquidity Concerns and Actions to Address Liquidity Needs; Going Concern

Our bond price decline and our share price decline, as well as our Company’s credit ratings, have over time increased the level of uncertainty in our business and have impacted various key stakeholders, including our employees, our customers and suppliers, and our key lenders. We have experienced losses and negative operating cash flows for multiple years, despite continued focus on our overall profitability, including managing expenses. As shown in our Condensed Consolidated Financial Statements, we incurred operating losses in the first quarter of 2019, requiring us to supplement operating activities with cash from investing and financing activities. As a result of weak energy sector conditions in the first quarter of 2019 in North America, primarily in Canada, combined with seasonal and weather-related disruptions in the United States, Europe and Russia as well as project start-up costs and an unfavorable impact from foreign exchange in Argentina, our operational results, working capital and cash flows were negatively impacted. These industry and company specific conditions led to lower demand for our products and services and significantly lower than expected benefits from our transformation, consequently resulting in lower actual results compared to our expectations for the first quarter of 2019. Finally, the market outlook for our Company and the energy sector continues to be constrained due to the uncertainty of anticipated activity particularly in North America, including lower spending by many of our customers resulting in lower than expected benefits from our transformation. These uncertainties have impacted our Company in several ways, including the retention of our key personnel, access to debt and equity credit at suitable terms, our level of working capital and our ability to execute within our targeted timing on our transformation. These combined factors contributed to our poor financial results for the first quarter of 2019 and have had a significant negative impact on our ability to negotiate acceptable terms with our lenders on new or extended credit facilities and new longer-term debt issuances. As a result, the Company believes that it will not be able to generate sufficient liquidity to service all of its debt and other obligations or comply with its debt covenants at some point within the next twelve months. These conditions raise substantial doubt about our ability to continue as a going concern. To address this projected shortfall in liquidity and capital structure constraints, we expect to reach an agreement in principle with holders of a majority of our unsecured senior notes (the “Consenting Noteholders”) on the terms of a Restructuring Support Agreement (the “RSA”). Furthermore, we are in negotiations for definitive commitments related to debtor-in-possession facilities (“DIP Facilities”), which are expected to be completed in the near term. The capital restructuring transaction is expected to be implemented through cases to be commenced by the Company and certain of its subsidiaries under Title 11 of the United States Bankruptcy Code and an examinership proceeding under the laws of Ireland. There can be no assurances that the capital restructuring transaction as described in the proposed RSA, including entry into the DIP Facilities, will be completed. See “Note 20 – Subsequent Events” and the section captioned “Item 1A. Risk Factors” under “Part II – Other Information” for additional details regarding the proposed RSA, the DIP Facilities and the expected capital restructuring transaction.

Our unaudited Condensed Consolidated Financial Statements do not include any adjustments that might be necessary should we be unable to continue as a going concern.
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Industry Trends

The level of spending in the energy industry is heavily influenced by the current and expected future prices of oil and natural gas. Changes in expenditures result in an increased or decreased demand for our products and services. Rig count is an indicator of the level of spending for the exploration for and production of oil and natural gas reserves. The following chart sets forth certain statistics that reflect historical market conditions:

	
	
	
	
	
	
	
	North
	

	
	
	
	
	
	Henry Hub
	American
	International Rig

	
	
	WTI Oil (a)
	
	Gas (b)
	Rig Count (c)
	Count (c)

	March 31, 2019
	$
	60.14
	
	$
	2.66
	
	1,226
	
	1,030

	December 31, 2018
	
	45.41
	
	
	2.94
	
	1,223
	
	988

	
	
	
	
	
	
	
	
	
	

	March 31, 2018
	
	64.94
	
	
	2.73
	
	1,235
	
	970

	
	
	
	
	
	
	
	
	
	



(a) Price per barrel of West Texas Intermediate (“WTI”) crude oil as of the date indicated at Cushing, Oklahoma – Source: Thomson Reuters

(b) Price per MM/BTU as of the date indicated at Henry Hub Louisiana – Source: Thomson Reuters

(c) Average rig count – Source: Baker Hughes Rig Count

During the first quarter of 2019 oil prices ranged from a low of $46.54 per barrel in early-January to a high of $60.14 per barrel in late March. Natural gas ranged from a high of $3.59 MM/BTU in mid-January to a low of $2.55 MM/BTU in mid-February. Factors influencing oil and natural gas prices during the period include hydrocarbon inventory levels, realized and expected global economic growth, realized and expected levels of hydrocarbon demand, level of production capacity and weather and geopolitical uncertainty.
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Results of Operations

The following table contains selected financial data comparing our consolidated and segment results from operations for the first quarter of 2019 and 2018:

	
	
	Three Months Ended
	
	
	
	

	
	
	March 31,
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Favorable
	
	Percentage

	(Dollars and shares in millions, except per share data)
	
	2019
	
	
	2018
	
	
	(Unfavorable)
	
	Change

	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	

	Western Hemisphere
	$
	726
	
	$
	756
	
	$
	(30)
	(4)%

	
	
	
	
	
	
	
	
	
	
	

	Eastern Hemisphere
	
	620
	
	
	667
	
	
	(47)
	(7)%

	Total Revenues
	
	1,346
	
	
	1,423
	
	
	(77)
	(5)%

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Operating Income (Loss):
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Western Hemisphere
	
	9
	
	
	24
	
	
	(15)
	(63)%

	Eastern Hemisphere
	
	20
	
	
	16
	
	
	4
	25 %

	
	
	
	
	
	
	
	
	
	
	

	Total Segment Operating Income (Loss)
	
	29
	
	
	40
	
	
	(11)
	(28)%

	Corporate General and Administrative
	
	(32)
	
	
	(36)
	
	
	4
	11 %

	
	
	
	
	
	
	
	
	
	
	

	Goodwill Impairment
	
	(229)
	
	
	—
	
	(229)
	
	— %

	Restructuring and Transformation Charges
	
	(20)
	
	
	(25)
	
	
	5
	20 %

	
	
	
	
	
	
	
	
	
	
	

	Asset Write-Downs and Other
	
	(49)
	
	
	(18)
	
	
	(31)
	(172)%

	Total Operating Loss
	
	(301)
	
	
	(39)
	
	
	(262)
	(672)%

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Interest Expense, Net
	
	(155)
	
	
	(149)
	
	
	(6)
	(4)%

	
	
	
	
	
	
	
	
	
	
	

	Bond Tender and Call Premium
	
	—
	
	(34)
	
	
	34
	100 %

	Warrant Fair Value Adjustment
	
	—
	
	46
	
	
	(46)
	(100)%

	
	
	
	
	
	
	
	
	
	
	

	Currency Devaluation Charges
	
	—
	
	(26)
	
	
	26
	100 %

	Other Expense, Net
	
	(9)
	
	
	(8)
	
	
	(1)
	(13)%

	
	
	
	
	
	
	
	
	
	
	

	Loss Before Income Taxes
	
	(465)
	
	
	(210)
	
	
	(255)
	(121)%

	Income Tax Provision
	
	(12)
	
	
	(32)
	
	
	20
	63 %

	
	
	
	
	
	
	
	
	
	
	

	Net Loss
	
	(477)
	
	
	(242)
	
	
	(235)
	(97)%

	Net Income Attributable to Noncontrolling Interests
	
	4
	
	
	3
	
	
	1
	33 %

	
	
	
	
	
	
	
	
	
	
	

	Net Loss Attributable to Weatherford
	$
	(481)
	
	$
	(245)
	
	$
	(236)
	(96)%

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Net Loss per Diluted Share Attributable to Weatherford
	$
	(0.48)
	
	$
	(0.25)
	
	$
	(0.23)
	(92)%

	Weighted Average Diluted Shares Outstanding
	
	1,003
	
	
	994
	
	
	(9)
	(1)%

	
	
	
	
	
	
	
	
	
	
	

	Depreciation and Amortization
	$
	123
	
	$
	147
	
	$
	24
	16 %

	
	38
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Revenues Percentage by Business Group

The following chart contains the consolidated revenues of our business groups for the first quarter of 2019 and 2018:

	
	Three Months Ended

	
	March 31,
	

	
	
	
	
	

	
	2019
	
	
	2018

	
	
	
	
	

	Production
	29%
	
	
	27%

	Completions
	23
	
	
	21

	
	
	
	
	

	Drilling and Evaluation
	25
	
	
	25

	Well Construction
	23
	
	
	27

	
	
	
	
	

	Total
	100%
	
	
	100%

	
	
	
	
	




Consolidated and Segment Revenues

Consolidated revenues decreased $77 million, or 5%, in the first quarter of 2019 compared to the first quarter of 2018. Excluding the impact of revenues from the divested portion of the land drilling rigs business, revenues in the first quarter of 2019 were flat compared to the first quarter of 2018.

· Western Hemisphere revenues decreased $30 million, or 4%, in the first quarter of 2019, compared to the first quarter of 2018 due to lower activity levels in the U.S. and Canada as a result of a decline in rig related activity and exploration spending, which has reduced demand for drilling, completion and production products and services. The decline in Canada was partially offset by higher activity in integrated service projects and product sales in Latin America.

· Eastern Hemisphere revenues decreased $47 million, or 7%, in the first quarter of 2019, compared to the first quarter of 2018. The decline in revenues was primarily due to lower revenues from our divested land drilling rigs businesses in the Middle East and North Africa. Increased revenues in the Completions product line partially offset this decline. Excluding the impact of revenues from the divested portion of the land drilling rigs business, revenues in the first quarter of 2019 increased $33 million, or 6%, compared to the first quarter of 2018.

Consolidated and Segment Operating Results

Consolidated operating results declined $262 million in the first quarter of 2019 compared to the first quarter of 2018. The decline in consolidated operating results was due to a $229 million goodwill impairment and increased asset write-downs, partially offset by lower overhead charges. Additionally, lower demand for our products and services coupled with an unfavorable product mix and lack of supply chain savings have caused the expected benefits from our transformation initiatives to slow and consequently resulted in significantly lower actual results compared to our expectations for the first quarter of 2019. During the first quarter of 2019, transformation cost savings targets were not achieved due to higher than forecasted costs associated with rationalizing our manufacturing footprint and market headwinds negatively impacting progress towards our sales and commercial savings targets.

Segment operating income declined $11 million in the first quarter of 2019 compared to the first quarter of 2018. Excluding the impact of operating results from the divested portion of the land drilling rigs business, operating results in the first quarter of 2019 improved $6 million compared to the first quarter of 2018.

· Western Hemisphere first quarter 2019 segment operating income of $9 million declined $15 million compared to the first quarter of 2018 driven by lower activity levels, lower operating margin product sales in Canada, start-up costs for projects in Latin America and employee retention expenses. These declines were partially offset by improved operating results from higher integrated service project activity in in Latin America.

· Eastern Hemisphere segment operating income of $20 million improved $4 million, or 25%, in the first quarter of 2019 compared to the first quarter of 2018, due to the lower direct expenses, cost improvements from our transformation program offset by the impact of the divestiture of our land drilling rigs in the Middle East and North Africa. Excluding the impact of lower operating results from the divested portion of the land drilling rigs business, operating results in the first quarter of 2019 improved $21 million compared to the first quarter of 2018.
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· For the quarter ended March 31, 2019, our interim goodwill impairment tests indicated that goodwill for our North America reporting unit was impaired and as a result we incurred a goodwill impairment charge of $229 million. The impairment indicators during the quarter included lower activity levels and exploration and production capital spending that resulted in a decline in drilling and completions activity in the first quarter of 2019 with an uncertain activity outlook in North America for the rest of 2019 and beyond.

· Restructuring and transformation charges in the first quarter of 2019 decreased $5 million compared to the first quarter of 2018. Restructuring charges include severance charges, facility exit costs and transformation charges.

· Asset write-downs and other charges in the first quarter of 2019 increased $31 million compared to the first quarter of 2018. Charges in the first quarter of 2019 primarily included the loss on disposition of assets and businesses, other fees and asset write-downs, partially offset by a reduction of a contingency reserve on a legacy contract. Charges in the first quarter of 2018 primarily included asset write-downs and inventory charges, partially offset by a gain on purchase of a joint venture remaining interest.


Interest Expense, Net

Net interest expense was $155 million in the first quarter of 2019, compared to $149 million in the first quarter of 2018. The increase in interest expense for the first quarter of 2019 is primarily from higher average borrowings and interest rates in 2019 compared to 2018.

Warrant Fair Value Adjustment

We recognized an insignificant amount of warrant fair value gain in the first quarter of 2019, compared to a warrant fair value gain of $46 million in the first quarter of 2018 related to the fair value adjustment to our warrant liability. The insignificant change in fair value of the warrant during the first three months of 2019 was due to the short remaining time to maturity, low stock price, and the elimination of warrant share value associated with any future equity issuance. The change in fair value of the warrant during the first three months of 2018 was primarily driven by the decrease in our stock price.

Currency Devaluation Charges

We did not recognize currency devaluation charges in the first quarter of 2019, compared to $26 million of currency devaluation charges recognized in the first quarter of 2018, primarily related to the devaluation of the Angolan kwanza. The devaluation of the Angolan kwanza was due to a change in Angolan central bank policy in January 2018. Currency devaluation charges are included in “Currency Devaluation Charges” on the accompanying Condensed Consolidated Statements of Operations. For additional information see “Cash Requirements” of the “Liquidity and Capital Resources” section in “Item 2. – Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Income Taxes

We have determined that because small changes in estimated ordinary annual income would result in significant changes in the estimated annual effective tax rate, the use of a discrete effective tax rate is appropriate for determining the quarterly provision for income taxes. The discrete method treats the year-to-date period as if it was the annual period and determines the income tax expense or benefit on that basis. We will continue to use this method each quarter until the annual effective tax rate method is deemed appropriate. In the first quarter of 2019, we had a tax expense of $12 million on a loss before income taxes of $465 million compared to the first quarter of 2018 tax expense of $32 million on a loss before income taxes of $210 million. Our results for the first quarter of 2019 include an $8 million tax benefit principally related to the $229 million goodwill impairment. The other asset write-downs and other charges, including $49 million in asset write-downs and other charges and $20 million in restructuring charges resulted in no significant tax benefit. The tax expense for the first quarter of 2019 and 2018 also includes withholding taxes, minimum taxes and deemed profit taxes that do not directly correlate to ordinary income or loss.

We are routinely under tax examination in various jurisdictions. We cannot predict the timing or outcome regarding resolution of these tax examinations or if they will have a material impact on our financial statements. We continue to anticipate a possible reduction in the balance of uncertain tax positions of approximately $16 million in the next twelve months due to expiration of statutes of limitations, settlements and/or conclusions of tax examinations.
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Restructuring and Transformation Charges

Due to the highly competitive nature of our business and the continuing losses we incurred over the last few years, we continue to reduce our overall cost structure and workforce to better align our business with current activity levels. The ongoing transformation plan, which began in 2018 and is expected to extend significantly beyond the originally planned year-end 2019 target (the “Transformation Plan”), includes a workforce reduction, organization restructure, facility consolidations and other cost reduction measures and efficiency initiatives across our geographic regions.

In connection with the Transformation Plan, we recognized restructuring and transformation charges of $20 million in the first quarter of 2019, which include severance charges of $2 million, other restructuring charges of $14 million and restructuring related asset charges of $4 million. In the first quarter of 2018 we recognized restructuring charges of $25 million, which included severance charges of $11 million and other restructuring charges of $14 million. Other restructuring charges in both periods included contract termination costs, relocation and other associated costs. Please see “Note 7 – Restructuring and Transformation Charges” to our Condensed Consolidated Financial Statements for additional details of our charges by segment.

Liquidity and Capital Resources

At March 31, 2019, we had cash and cash equivalents of $598 million compared to $602 million at December 31, 2018. The following table summarizes cash flows provided by (used in) each type of activity for the first three months of 2019 and 2018:

	
	
	Three Months Ended March 31,

	
	
	
	
	
	

	(Dollars in millions)
	
	2019
	
	
	2018

	
	
	
	
	
	

	Net Cash Used in Operating Activities
	$
	(249)
	
	$
	(185)

	Net Cash Provided by Investing Activities
	
	36
	
	
	—

	
	
	
	
	
	

	Net Cash Provided by Financing Activities
	
	208
	
	
	54

	
	
	
	
	
	



Operating Activities

In the first quarter of 2019, cash used in operating activities was $249 million compared to cash used of $185 million in the first quarter of 2018. Cash used in operating activities in 2019 and 2018 were driven by working capital needs, payments for debt interest, bonus, severance and other restructuring and transformation costs.

Investing Activities

Our cash generated from investing activities was $36 million during the first quarter of 2019 compared to a net zero cash impact in the first quarter of 2018. In the first quarter of 2019, the primary uses of cash in investing activities were (i) capital expenditures of $59 million for property, plant and equipment and the acquisition of assets held for sale and (ii) cash paid of $5 million to acquire intellectual property and other intangibles. Our investing sources of cash in the first quarter of 2019 included proceeds of $74 million primarily from the dispositions of our rigs businesses in Algeria and Iraq, as well as proceeds of $26 million from the disposition of other assets.

In the first quarter of 2018, the primary uses of cash in investing activities were (i) capital expenditures of $38 million for property, plant and equipment and the acquisition of assets held for sale and (ii) cash paid of $3 million to acquire intellectual property and other intangibles. Our investing sources of cash in the first quarter of 2018 primarily included cash proceeds of $12 million from asset dispositions and cash proceeds of $25 million from the sale of our continuous sucker rod service business in Canada.

The amount we spend for capital expenditures varies each year and is based on the types of contracts into which we enter, our asset availability and our expectations with respect to activity levels. In the first quarter of 2019 and 2018, our purchases of assets held for sale were $1 million and $9 million, respectively, related to our land drilling rigs business, which were impaired during the same period.
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Financing Activities

In the first quarter of 2019, we had short-term borrowings of $228 million primarily from our Revolving Credit Agreements, and long-term debt repayments of $15 million for payments on our Term Loan Agreement and financed leases.

In February 2018, we issued $600 million in aggregate principal amount of our 9.875% senior notes due 2025 for net proceeds of $588 million. We used part of the proceeds from our debt offering to repay in full our 6.00% senior notes due March 2018 and to fund a concurrent tender offer to purchase all of our 9.625% senior notes due 2019.

Net long- and short-term debt repayments, including the tender offer and net payments under the prior Revolving Credit Agreement in the first quarter of 2018 totaled $524 million. We settled the tender offer for $475 million, retiring an aggregate face value of $425 million and accrued interest of $20 million. In April 2018, we repaid the remaining principal outstanding on an early redemption of the bond. We recognized a cumulative loss of $34 million on these transactions in “Bond Tender and Call Premium” on the accompanying Condensed Consolidated Statements of Operations.

Other financing activities in the first quarter of 2019 and 2018 included payments of non-controlling interest dividends.

Sources of Liquidity

Our sources of available liquidity have included cash and cash equivalent balances, accounts receivable factoring, dispositions, and availability under committed lines of credit. In addition, we expect to continue to evaluate and enter into transactions to dispose of businesses or capital assets that no longer fit our long-term strategy. As set forth in the proposed RSA we expect to enter into with our Consenting Noteholders, we expect to reach an agreement to the principal terms of a proposed financial restructuring (the “Transaction”) of the Company. The Transaction is contemplated to be implemented through a prepackaged Chapter 11 plan of reorganization to be implemented through the Cases. The RSA is expected to provide that the Company’s existing secured funded debt and unsecured revolving credit facility debt will be repaid in full in cash in connection with the Transaction. The proposed RSA is subject to completion of certain milestones for the progress of the Cases and termination rights in certain circumstances. Accordingly, no assurance can be given that the proposed RSA will be executed and the Transaction described in the RSA will be completed. However, negotiations are ongoing and are expected to be completed in the near term.

In order to provide us with liquidity during the pendency of the Chapter 11 Cases, the proposed RSA contemplates that we will enter into two DIP Facilities. The DIP Facilities are expected to consist of (a) a debtor-in-possession revolving credit facility in the principal amount of up to $750 million provided by banks or other lenders and (b) a debtor-in-possession term loan facility in the amount of up to $1.0 billion, which will be fully backstopped by the Consenting Noteholders. While there can be no assurance that we are able to enter into the DIP Facilities described above, negotiation of definitive commitments for the DIP Facilities is ongoing and is expected to be completed in the near term.

Upon completion of the Transaction, it is planned that the DIP Facilities will be repaid or refinanced through our (a) entry into a first lien exit revolving credit facility in the principal amount of up to $1.0 billion and (b) issuance of up to $1.25 billion of new tranche A senior unsecured notes with a five-year maturity, which notes issuance will be fully backstopped by the Consenting Noteholders.

For additional details on our liquidity concerns please see the section captioned “Liquidity Concerns and Actions to Address Liquidity Needs; Going Concern” under “Item 2. - Management’s Discussion and Analysis of Financial Condition and Results of Operations.” In addition, see “Note 20 – Subsequent Events” and the section captioned “Item 1A. Risk Factors” under “Part II – Other Information” for additional details regarding the proposed RSA, the DIP Facilities and the expected restructuring transaction.

Cash Requirements

We anticipate our cash requirements will continue to include payments for capital expenditures, repayment of debt, interest payments on our outstanding debt, payments for short-term working capital needs and transformation costs, including severance and professional consulting payments. Our cash requirements also includes employee retention programs and awards under our employee incentive programs and other amounts to settle litigation related matters. We anticipate funding these requirements from cash and cash equivalent balances, availability under our credit facilities (including, as applicable, the DIP Facilities during the pendency of the Cases), accounts receivable factoring and proceeds from disposals of businesses or capital assets that no longer fit our long-term strategy. As there is uncertainty regarding our liquidity as discussed above, we cannot provide assurance that cash flows and other internal and external sources of liquidity will at all times be sufficient to satisfy our cash requirements.
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Capital expenditures for 2019 are projected to be approximately $250 million due to anticipated activity in the oil and gas business related to stabilizing active rig counts. The amounts we ultimately spend will depend on a number of factors including the type of contracts we enter into, asset availability and actual industry activity levels in 2019. Expenditures are expected to be used primarily to support the ongoing activities of our core business. If we are unable to generate positive cash flows or access other sources of liquidity described in the previous section, we may need to reduce or eliminate our anticipated capital expenditures in 2019.

Cash and cash equivalents of $587 million at March 31, 2019, are held by subsidiaries outside of Switzerland, the Company’s taxing jurisdiction. Based on the nature of our structure, we are generally able to redeploy cash with no incremental tax. As of March 31, 2019, we had cash and cash equivalents of $26 million denominated in Angolan kwanza. The National Bank of Angola supervises all kwanza exchange operations and has limited U.S. dollar conversions.

Revolving Credit Agreements and Term Loan Agreement

At March 31, 2019, we have two revolving credit agreements with total commitments of $846 million, comprised of an unsecured senior revolving credit agreement (the “A&R Credit Agreement”) in the amount of $529 million, and a Secured Second Lien 364-Day Revolving Credit Agreement (the “364-Day Credit Agreement” and, together with the A&R Credit Agreement, the “Revolving Credit Agreements”) in the amount of $317 million. At March 31, 2019, we have principal borrowings of $298 million under the Term Loan Agreement. We collectively refer to our Revolving Credit Agreements and Term Loan Agreement as the “Credit Agreements.”

Under the terms of the A&R Credit Agreement, commitments of $226 million from non-extending lenders will mature on July 12, 2019 and commitments of $303 million from extending lenders will mature on July 13, 2020.

At March 31, 2019, we had total borrowing availability of $93 million available under our Credit Agreements. The following tables summarizes borrowing capacity utilization and availability of our Credit Agreements:

	(Dollars in millions)
	
	March 31, 2019

	
	
	

	Facilities
	$
	1,144

	Less uses of facilities:
	
	

	
	
	

	364-Day Credit Agreement
	
	317

	A&R Credit Agreement
	
	230

	
	
	

	Letters of Credit
	
	206

	Term Loan Agreement Principal Borrowing
	
	298

	
	
	

	Borrowing Availability
	$
	93

	
	
	



Our Credit Agreements contain customary events of default, including our failure to comply with the financial covenants. As of March 31, 2019, we were in compliance with our financial covenants as defined in the Credit Agreements as well as under our indentures.

Other Short-Term Borrowings

We have short-term borrowings with various domestic and international institutions pursuant to uncommitted credit facilities. At March 31, 2019, we had $7 million in short-term borrowings under these arrangements.

Accounts Receivable Factoring

From time to time, we participate in factoring arrangements to sell accounts receivable to third-party financial institutions. See “Note 3 – Accounts Receivable Factoring ” to our Condensed Consolidated Financial Statements for details on our factoring arrangements.

Ratings Services’ Credit Ratings
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There has been no change to our credit ratings from our audited Consolidated Financial Statements for the year ended December 31, 2018 included in our Annual Report on Form 10-K. At March 31, 2019, our S&P Global Ratings on our senior unsecured notes was CCC–, with a negative outlook, and our issuer credit rating was CCC. At March 31, 2019, our Moody’s Investors Service credit rating on our senior unsecured notes was Caa3 and our speculative grade liquidity rating was SGL-4, both with a negative outlook. Our non-investment grade status and lower than expected financial results in the first quarter of 2019 have limited our ability to refinance our existing debt, could cause us to refinance or issue debt with less favorable and more restrictive terms and conditions, and could increase certain fees and interest of our borrowings. Some suppliers and financial institutions have, and other mays in the future, lower or eliminate the level of credit provided through payment or intraday funding when dealing with us thereby increasing the need for higher levels of cash on hand, which is expected to decrease our ability to repay debt balances, negatively affect our cash flow and impact our access to the inventory and services needed to operate our business.

Off Balance Sheet Arrangements

Guarantees

Weatherford Ireland guarantees the obligations of our subsidiaries Weatherford Bermuda and Weatherford Delaware and as a result of certain of these guarantee arrangements, we are required to present condensed consolidating financial information. See “Note 19 – Condensed Consolidating Financial Statements” to our Condensed Consolidated Financial Statements for our guarantor financial information.

Letters of Credit and Performance and Bid Bonds

We use letters of credit and performance and bid bonds in the normal course of our business. As of March 31, 2019, we had $477 million of letters of credit and performance and bid bonds outstanding, consisting of $271 million outstanding under various uncommitted credit facilities (of which $98 million has been cash collateralized and included in “Cash and Cash Equivalents” in the accompanying Condensed Consolidated Balance Sheets) and $206 million of letters of credit outstanding under our A&R Credit Agreement. In Latin America we utilize surety bonds as part of our customary business practice, primarily performance bonds, issued by financial sureties against an indemnification from us. These obligations could be called by the beneficiaries should we breach certain contractual or performance obligations. If the beneficiaries were to call the letters of credit under our committed facilities, our available liquidity would be reduced by the amount called and it could have an adverse impact on our business, operations and financial condition.

Derivative Instruments

See “Note 11 – Derivative Instruments” to our Condensed Consolidated Financial Statements for details regarding our derivative activities.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operation is based upon our Condensed Consolidated Financial Statements. We prepare these financial statements in conformity with U.S. generally accepted accounting principles. As such, we are required to make certain estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the periods presented. We base our estimates on historical experience, available information and various other assumptions we believe to be reasonable under the circumstances. On an on-going basis, we evaluate our estimates, however, actual results may differ from these estimates under different assumptions or conditions. There have been no material changes or developments in our evaluation of the accounting estimates and the underlying assumptions or methodologies that we believe to be critical accounting policies and estimates as disclosed in our Annual Report on Form 10-K for the year ended December 31, 2018, except as noted below.
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Business Combinations and Goodwill

Goodwill represents the excess of consideration paid over the fair value of net tangible and identifiable intangible assets acquired and liabilities assumed in a business combination. Goodwill is allocated to Weatherford’s reporting units when initially acquired. Reporting units are operating segments or one level below the operating segment level. As of October 1, 2018, we performed a quantitative assessment under the revised reporting unit structure. Our reporting units are based on our regions and include North America, Latin America, Europe and Sub-Sahara Africa, Russia/China, Middle East/North Africa, and Asia.

Goodwill is not amortized but is evaluated for impairment. We perform an impairment test for goodwill annually as of October 1 or more frequently if indicators of potential impairment exist that would more-likely-than-not reduce the fair value of the reporting unit below its carrying value. We have the option to assess qualitative factors to determine if it is necessary to perform the quantitative goodwill impairment test. If it is more-likely-than-not that the fair value of a reporting unit is less than its carrying value, we must perform the quantitative goodwill impairment test. We also have the unconditional option to bypass the qualitative assessment at any time and perform the quantitative step. The quantitative step of the goodwill impairment test involves a comparison of the fair value of each of our reporting units with their carrying values.

The Company identified lower exploration and production capital spending during the quarter that resulted in lower drilling activity and forecasted activity as impairment indicators and performed an interim goodwill impairment test as of the first quarter ended March 31, 2019. We performed a qualitative goodwill impairment test for all of our reporting units with goodwill and determined it was more-likely-than-not that the fair values for the Latin America, Europe and Sub-Sahara Africa, Russia/China, Middle East/North Africa, and Asia reporting units exceeded their respective carrying values. For the North America reporting unit, we conducted a further assessment by performing a quantitative goodwill impairment test.

For the quantitative assessment, the fair value of our North America reporting unit was determined using a combination of the income approach and the market approach. The income approach estimates fair value by discounting the reporting unit’s estimated future cash flows. The income approach requires us to make certain estimates and judgments. To arrive at our future cash flows, we use estimates of economic and market information, including growth rates in revenues and costs, working capital and capital expenditure requirements, and operating margins and tax rates. Several of the assumptions used in our discounted cash flow analysis are based upon a financial forecast. This process takes into consideration many factors including historical results and operating performance, related industry trends, pricing strategies, customer analysis, operational issues, competitor analysis, and marketplace data, among others. Assumptions are also made for periods beyond the financial forecast period. The discount rate used in the income approach is determined using a weighted average cost of capital and reflects the risks and uncertainties in the cash flow estimates. The weighted average cost of capital includes a cost of debt and equity. The cost of equity is estimated using the capital asset pricing model, which includes inputs for a long-term risk-free rate, equity risk premium, country risk premium, and an asset beta appropriate for the assets in the reporting unit. The discount rate for the North America reporting unit was 10.750% as of our March 31, 2019 impairment test. The market approach estimates fair value as a multiple of the reporting unit’s actual and forecasted earnings based on market multiples of comparable publicly traded companies over a three-year period. The market multiples for the North America reporting unit ranged from 6.5x – 9x as of our March 31, 2019 impairment test.

We engaged an independent valuation specialist for our quantitative impairment test to assist us in our valuations under both methods. The final estimate of the North America reporting unit’s fair value was determined by using an appropriate weighting of the values from each method, where the income method was weighted more heavily than the market method as we believe that the income method and assumptions therein are more reflective of a market participant’s view of fair value given current market conditions.

For the first quarter ended March 31, 2019, we recorded a total impairment charge to goodwill of $229 million in our North America reporting unit. The impairment reflects the overall decline in the fair value of the reporting unit.
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The carrying amounts of goodwill by reporting unit as of March 31, 2019 are as follows:



(Dollars in millions)

	
	
	March 31, 2019

	North America
	$
	—

	Latin America
	
	281

	
	
	

	Western Hemisphere
	
	281

	
	
	

	Russia/China
	
	37

	Middle East/North Africa
	
	43

	
	
	

	Asia
	
	143

	Eastern Hemisphere
	
	223

	
	
	

	
	
	

	Total
	$
	504

	
	
	



Our estimates of fair value are sensitive to the aforementioned inputs to the valuation approaches. For our Asia reporting unit, if any one of the above inputs changes, it could reduce the estimated fair value of the reporting unit and result in a potentially material impairment charge to goodwill. Some of the inputs, such as forecasts of revenue and earnings growth, are subject to change given their uncertainty. Other inputs, such as the discount rate used in the income approach and the valuation multiple used in the market approach, are subject to change as they are outside of our control.

For our Asia reporting unit:

· A hypothetical 75 basis point increase in the discount rate used for Asia, holding all other assumptions constant, could result in a potentially material impairment charge to goodwill for the reporting unit.

· A hypothetical five percentage point decrease in the growth rate used for Asia, holding all other assumptions constant, could result in a potentially material impairment charge to goodwill for the reporting unit.

· A hypothetical 4x decrease in our valuation multiple used for Asia, holding all other assumptions constant, could result in a potentially material impairment charge to goodwill for the reporting unit.

For addition detail of goodwill refer to “Notes to Condensed Consolidated Financial Statements – Note 6 – Goodwill” of this Form 10-Q.

New Accounting Pronouncements

See “Note 2 – New Accounting Pronouncements” to our Condensed Consolidated Financial Statements.
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Forward-Looking Statements

This report contains various statements relating to future financial performance and results, business strategy, plans, goals and objectives, including certain projections, business trends and other statements that are not historical facts. These statements constitute forward-looking statements. These forward-looking statements generally are identified by the words “believe,” “project,” “expect,” “anticipate,” “estimate,” “intend,” “budget,” “strategy,” “plan,” “guidance,” “outlook,” “may,” “should,” “could,” “will,” “would,” “will be,” “will continue,” “will likely result,” and similar expressions, although not all forward-looking statements contain these identifying words.

Forward-looking statements reflect our beliefs and expectations based on current estimates and projections. While we believe these expectations, and the estimates and projections on which they are based, are reasonable and were made in good faith, these statements are subject to numerous risks and uncertainties. Accordingly, our actual outcomes and results may differ materially from what we have expressed or forecasted in the forward-looking statements. Furthermore, from time to time, we update the various factors we consider in making our forward-looking statements and the assumptions we use in those statements. However, we undertake no obligation to correct, update or revise any forward-looking statement, whether as a result of new information, future events, or otherwise, except to the extent required under federal securities laws. The following sets forth various assumptions we use in our forward-looking statements, as well as risks and uncertainties relating to those statements. Certain of these risks and uncertainties may cause actual results to be materially different from projected results contained in forward-looking statements in this report and in our other disclosures. These risks and uncertainties include, but are not limited to, those described below under “Part II – Other Information – Item 1A. – Risk Factors” and the following:

· our ability to satisfy our liquidity needs, including our ability to generate sufficient liquidity or cash flow from operations or to obtain adequate financing to fund our operations or otherwise meet our obligations as they come due in the future and our ability to continue as a going concern;

· downturns in our industry which could affect the carrying value of our goodwill, intangible assets or other assets and impact our ability to generate sufficient liquidity;
· our ability to confirm and complete the proposed financial restructuring in accordance with the terms of the proposed RSA, including our ability to negotiate definitive commitments for, and enter into, the DIP Facilities;
· risks attendant to the bankruptcy process, including the effects thereof on our business and liquidity and on the interests of various constituents, the length of time that we might be required to operate in bankruptcy and the continued availability of operating capital during the pendency of such proceedings;

· our high level of indebtedness, including following the Transaction, and its impact on our ability to maintain sufficient liquidity;

· limited authorized share capital, access to capital, significantly higher cost of capital, or difficulty or inability to raise additional funds in the equity or debt capital markets or from other financing sources, as a result of changes in market conditions, our financial situation or our credit rating;

· the price and price volatility of oil, natural gas and natural gas liquids;

· global political, economic and market conditions, political disturbances, war, terrorist attacks, changes in global trade policies, weak local economic conditions and international currency fluctuations;
· increases in the prices and lack of availability of our procured products and services, including as a result of our suppliers shortening payment terms and/or tightening credit limits;
· our ability to timely collect from customers;

· our ability to realize cost savings and business enhancements from our transformation efforts;

· the impact of a potential suspension of trading or delisting of our ordinary shares on the New York Stock Exchange (the “NYSE”) on the liquidity and market price of our ordinary shares and our ability to access the public capital markets;
· our ability to attract, motivate and retain employees, including key personnel;

· nonrealization of expected benefits from our acquisitions or business dispositions and our ability to timely execute and close such acquisitions and dispositions;
· our ability to realize expected revenues and profitability levels from current and future contracts;

· our ability to manage our workforce, supply chain and business processes, information technology systems and technological innovation and commercialization, including the impact of our organization restructure, business enhancements, transformation efforts and the cost and support reduction plans;

· potential non-cash asset impairment charges for long-lived assets, goodwill, intangible assets or other assets;

· changes to our effective tax rate;

· member-country quota compliance within the Organization of Petroleum Exporting Countries;

· adverse weather conditions in certain regions of our operations; and

· failure to ensure on-going compliance with current and future laws and government regulations, including but not limited to environmental and tax and accounting laws, rules and regulations.
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Finally, our future results will depend upon various other risks and uncertainties, including, but not limited to, those detailed in our other filings with the SEC under the Securities Exchange Act of 1934 (as amended, the “Exchange Act”) and the Securities Act of 1933 (as amended, the “Securities Act”). For additional information regarding risks and uncertainties, see our other filings with the SEC. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act are made available free of charge on our web site www.weatherford.com under “Investor Relations” as soon as reasonably practicable after we have electronically filed the material with, or furnished it to, the SEC.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

For quantitative and qualitative disclosures about market risk, see “Part II – Other Information – Item 7A. – Quantitative and Qualitative Disclosures about Market Risk,” in our Annual Report on Form 10-K for the fiscal year ended December 31, 2018. Our exposure to market risk has not changed materially since December 31, 2018.

Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures. Disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) (as amended, the “Exchange Act”) are designed to ensure that information required to be disclosed in our reports filed under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the U.S. Securities and Exchange Commission’s rules and forms. This information is collected and communicated to management, including our Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), as appropriate, to allow timely decisions regarding required disclosures. Our management, under the supervision and with the participation of our CEO and CFO, evaluated the effectiveness of the design and operation of our disclosure controls and procedures at March 31, 2019. Based on that evaluation, our CEO and CFO concluded that our disclosure controls and procedures were effective as of March 31, 2019.

Changes in Internal Control Over Financial Reporting. Beginning January 1, 2019, we adopted Accounting Standards Update No. 2016-02, Leases (Topic 842) and the series of related updates and implemented changes to our processes and related control activities.

Our management identified no other changes in our internal control over financial reporting that occurred during the three months ended March 31, 2019 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II – Other Information

Item 1. Legal Proceedings.

Disputes and Litigation

See “Note 12 – Disputes, Litigation and Contingencies” to our Condensed Consolidated Financial Statements for details regarding our ongoing disputes and litigation.
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Item 1A. Risk Factors.

An investment in our securities involves various risks. You should consider carefully all of the risk factors described in our most recent Annual Report on Form 10-K, Part I, under the heading “Item 1A. – Risk Factors” and other information included and incorporated by reference in this report. As of March 31, 2019, there have been no material changes in our assessment of our risk factors from those set forth in our Annual Report on Form 10-K for the fiscal year ended December 31, 2018, except as noted below.

As a result of the expected filing of the Chapter 11 Cases, we will be subject to the risks and uncertainties associated with bankruptcy proceedings.

The proposed RSA contemplates that the Company will file for voluntary relief under Chapter 11 of the Bankruptcy Code in the Bankruptcy Court on or before July 15, 2019 to implement the pre-packaged plan of reorganization. Upon commencement, and throughout the duration of the Cases, our operations and our ability to develop and execute our business plan (including our transformation), as well as our continuation as a going concern, will be subject to the risks and uncertainties associated with bankruptcy proceedings. These risks include the following:

· our ability to develop, confirm and complete a Chapter 11 Plan to implement the Transaction or an alternative restructuring transaction;

· the high costs of bankruptcy proceedings and related fees;

· our ability to obtain court approval with respect to motions filed in the Cases from time to time;

· our ability to comply with the proposed RSA terms and conditions;

· our ability to maintain our relationships with our suppliers, service providers, customers, employees and other third parties;

· our ability to maintain contracts that are critical to our operations;

· our ability to execute our business plan;

· our ability to attract, motivate and retain key employees;

· the ability of third parties to seek and obtain court approval to terminate contracts and other agreements with us;

· the ability of third parties to seek and obtain court approval to terminate or shorten the exclusivity period for us to propose and confirm a Chapter 11 plan of reorganization, to appoint a Chapter 11 trustee, or to convert the Chapter 11 Cases to proceedings under Chapter 7 of the Bankruptcy Code; and

· the actions and decisions of our creditors and other third parties who have interests in the Chapter 11 Cases that may be inconsistent with our plans.

Delays in our Chapter 11 proceedings increase the risks of our inability to reorganize our business and emerge from bankruptcy and may increase our costs associated with the bankruptcy process.

These risks and uncertainties could affect our business and operations in various ways. For example, negative events associated with the Cases could adversely affect our relationships with our suppliers, service providers, customers, employees, and other third parties, which in turn could adversely affect our operations and financial condition. Also, we need the prior approval of the bankruptcy court for transactions outside the ordinary course of business, which may limit our ability to respond timely to certain events or take advantage of certain opportunities. Because of the risks and uncertainties associated with the Chapter 11 Cases, we cannot accurately predict or quantify the ultimate impact of events that will occur during the Chapter 11 Cases that may be inconsistent with our plans.

We may not be able enter into the proposed RSA or obtain confirmation of the Plan as outlined in the proposed RSA.

There can be no assurance that the proposed RSA will be executed or that the Plan as outlined in the RSA (or any other plan of reorganization) will be approved by the Bankruptcy Court, so we urge caution with respect to existing and future investments in our securities.

The success of any reorganization will depend on approval by the Bankruptcy Court and the willingness of existing debt and security holders to agree to the exchange or modification of their interests as outlined in the Plan, and there can be no guarantee of success with respect to the Plan or any other plan of reorganization. We might receive objections to confirmation of the Plan from the various bankruptcy committees and stakeholders in the Chapter 11 proceedings. We cannot predict the impact that any objection might have on the Plan or on a Bankruptcy Court's decision to confirm the Plan. Any objection may cause us to devote
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significant resources in response which could materially and adversely affect our business, financial condition and results of operations.

If the Plan is not confirmed by the Bankruptcy Court, it is unclear whether we would be able to reorganize our business and what, if any, distributions holders of claims against us, including holders of our secured and unsecured debt and equity, would equity, would ultimately receive with respect to their claims and interests. Once commenced, there can be no assurance as to whether we will successfully reorganize and emerge from Chapter 11 or, if we do successfully reorganize, as to when we would emerge from Chapter 11. If no plan of reorganization can be confirmed, or if the Bankruptcy Court otherwise finds that it would be in the best interest of holders of claims and interests, the Chapter 11 cases may be converted to cases under Chapter 7 of the Bankruptcy Code, pursuant to which a trustee would be appointed or elected to liquidate our assets for distribution in accordance with the priorities established by the Bankruptcy Code.

Upon emergence from bankruptcy, our historical financial information may not be indicative of our future financial performance.

Our capital structure will be significantly altered under the Plan. Under fresh-start reporting rules that may apply to us upon the effective date of the Plan (or any alternative plan of reorganization), our assets and liabilities would be adjusted to fair values and our accumulated deficit would be restated to zero. Accordingly, if fresh-start reporting rules apply, our financial condition and results of operations following our emergence from Chapter 11 would not be comparable to the financial condition and results of operations reflected in our historical financial statements. Further, a plan of reorganization could materially change the amounts and classifications reported in our consolidated historical financial statements, which do not give effect to any adjustments to the carrying value of assets or amounts of liabilities that might be necessary as a consequence of confirmation of a plan of reorganization.

The pursuit of the RSA has consumed, and the Chapter 11 proceedings will continue to consume, a substantial portion of the time and attention of our management, which may have an adverse effect on our business and results of operations, and we may face increased levels of employee attrition.

Although the Plan is designed to minimize the length of our Chapter 11 proceedings, it is impossible to predict with certainty the amount of time that we may spend in bankruptcy or to assure parties in interest that the Plan will be confirmed. The Chapter 11 proceedings will involve additional expense and our management will be required to spend a significant amount of time and effort focusing on the proceedings. This diversion of attention may materially adversely affect the conduct of our business, and, as a result, our financial condition and results of operations, particularly if the Chapter 11 proceedings are protracted.

During the pendency of the Chapter 11 proceedings, our employees will face considerable distraction and uncertainty, and we may experience increased levels of employee attrition. A loss of key personnel or material erosion of employee morale could have a material adverse effect on our ability to effectively, efficiently and safely conduct our business, and could impair our ability to execute our strategy and implement operational initiatives, thereby having a material adverse effect on our financial condition and results of operations.

Trading in our securities is highly speculative and poses substantial risks. Under the Plan, following effectiveness of the Plan, the holders of our existing common stock will receive their pro rata share of 1% of the common stock in the reorganized Company and warrants for up to 10% of the post-petition equity exercisable upon the Company reaching certain benchmarks pursuant to the terms of the proposed new warrants, which interests could be further diluted by the warrants, the potential conversion of up to $500 million of convertible unsecured notes to be issued under the Plan, and the management incentive plan contemplated by the Plan.

The Plan, as contemplated in the proposed RSA, provides that upon the Company's emergence from Chapter 11, Noteholders will receive, among other things, their pro rata share of 99% of the common stock in the reorganized company and that the holders of the existing common stock of the Company will receive their pro rata share of 1% of the common stock in the reorganized Company and warrants for up to 10% of the post-petition equity exercisable upon the Company reaching certain benchmarks pursuant to the terms of the proposed new warrants. If the Plan as contemplated in the proposed RSA is confirmed,

(i) up to 5% of the equity interests in the reorganized Company will be reserved for issuance as awards under a post-restructuring management incentive plan and (ii) up to $500 million of new unsecured notes to be issued under the Plan may be converted into common stock of the Company. Issuances of common stock (or securities convertible into or exercisable for common stock) under the Plan or management incentive plan and any exercises of the warrants or conversion rights for shares of common stock will dilute the voting power of the outstanding common stock and may adversely affect the trading price of such common stock.
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Upon our emergence from bankruptcy, the composition of our board of directors may change significantly.

Under the Plan, the composition of our board of directors may change significantly. Upon emergence, the board will be made up of seven directors selected by the Required Consenting Noteholders, one of which will be our Chief Executive Officer. The Required Consenting Noteholders have agreed to interview any of the existing members of our board who wishes to continue as a member of our board. However, it is possible that up to six of our seven board members may be new to the Company. Any new directors are likely to have different backgrounds, experiences and perspectives from those individuals who previously served on the board and, thus, may have different views on the issues that will determine the future of the Company. As a result, the future strategy and plans of the Company may differ materially from those of the past.

There may be circumstances in which the interests of our significant stockholders could be in conflict with the interests of our other stockholders.

Assuming the Plan were effective as of the date hereof, it is estimated that certain bondholders would own or otherwise control a material percentage of our post-reorganization common stock. Circumstances may arise in which these stockholders may have an interest in pursuing or preventing acquisitions, divestitures or other transactions, including the issuance of additional shares or debt, that, in their judgment, could enhance their investment in us or another company in which they invest. Such transactions might adversely affect us or other holders of our common stock. In addition, our significant concentration of share ownership may adversely affect the trading price of our ordinary shares because investors may perceive disadvantages in owning shares in companies with significant stockholders.

We may have insufficient liquidity for our business operations during the Chapter 11 proceedings.

Although our transformation efforts to date have resulted in lowering our cost structure and creating efficiencies, our business remains capital intensive. In addition to the cash requirements necessary to fund ongoing operations, we have incurred significant professional fees and other costs in connection with our Chapter 11 proceedings and expect that we will continue to incur significant professional fees and costs throughout the Chapter 11 proceedings. Although we believe that we will have sufficient liquidity to operate our business during the pendency of the Chapter 11 proceedings, there is no assurance that we will be able to finalize commitments for debtor-in-possession financing (the “Credit Facilities”). There can be no assurance that the cash made available to us under the Credit Facilities or otherwise in our restructuring process and revenue generated by our business operations will be sufficient to fund our operations. In the event that revenue flows and other available cash are not sufficient to meet our liquidity requirements, we may be required to seek additional financing. There can be no assurance that such additional financing would be available or, if available, offered on terms that are acceptable.

The Plan and any other plan of reorganization that we may implement will be based in large part upon assumptions and analyses developed by us. If these assumptions and analyses prove to be incorrect, our Plan may be unsuccessful in its execution.

The Plan and any other plan of reorganization that we may implement could affect both our capital structure and the ownership, structure and operation of our businesses and will reflect assumptions and analyses based on our experience and perception of historical trends, current conditions and expected future developments, as well as other factors that we consider appropriate under the circumstances. Whether actual future results and developments will be consistent with our expectations and assumptions depends on a number of factors, including but not limited to (i) our ability to change substantially our capital structure; (ii) our ability to obtain adequate liquidity and financing sources; (iii) our ability to maintain customers’ confidence in our viability as a continuing entity and to attract and retain sufficient business from them; (iv) our ability to retain key employees, and (v) the overall strength and stability of general economic conditions of the financial and oil and gas industries, both in the U.S. and in global markets. The failure of any of these factors could materially adversely affect the successful reorganization of our businesses.

In addition, the Plan and any other plan of reorganization will rely upon financial projections, including with respect to revenues, EBITDA, capital expenditures, debt service and cash flow. Financial forecasts are necessarily speculative, and it is likely that one or more of the assumptions and estimates that are the basis of these financial forecasts will not be accurate. In our case, the forecasts will be even more speculative than normal, because they may involve fundamental changes in the nature of our capital structure. Accordingly, we expect that our actual financial condition and results of operations will differ, perhaps materially, from what we have anticipated. Consequently, there can be no assurance that the results or developments contemplated by any plan of reorganization we may implement will occur or, even if they do occur, that they will have the anticipated effects on us and our subsidiaries or our businesses or operations. The failure of any such results or developments to materialize as anticipated could materially adversely affect the successful execution of any plan of reorganization.
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We may be subject to claims that will not be discharged in our Chapter 11 proceedings, which could have a material adverse effect on our financial condition and results of operations.

The Bankruptcy Code provides that the confirmation of a Chapter 11 plan of reorganization discharges a debtor from substantially all debts arising prior to confirmation. With few exceptions, all claims that arose prior to confirmation of the plan of reorganization (i) would be subject to compromise and/or treatment under the plan of reorganization and (ii) would be discharged in accordance with the Bankruptcy Code and the terms of the plan of reorganization. Any claims not ultimately discharged through a Chapter 11 plan of reorganization could be asserted against the reorganized entities and may have an adverse effect on our financial condition and results of operations on a post-reorganization basis.

Even if a Chapter 11 plan of reorganization is consummated, we may not be able to achieve our stated goals.

Even if the Plan or any other Chapter 11 plan of reorganization is consummated, we will continue to face a number of risks, including changes in economic conditions, changes in our industry, changes in demand for our products and services and increasing expenses. Accordingly, we cannot guarantee that the Plan or any other Chapter 11 plan of reorganization will achieve our stated goals.

We may not be able to obtain approval of the Plan as outlined in the Proposed RSA from the Irish High Court.

Even if approved by the Bankruptcy Court in the United States, there can be no assurance that the Irish High Court will admit the Company to Irish examinership proceedings or that the Plan as outlined in the proposed RSA (or any other plan of reorganization) will be approved as an examinership scheme of arrangement by the Irish High Court, so we urge caution with respect to existing and future investments in our securities.

If the Company is not admitted to Irish examinership proceedings or the Plan is not approved as an examinership scheme of arrangement by the Irish High Court, it is unclear whether we would be able to implement the Plan as approved by the Bankruptcy Court in the United States and reorganize our business and what, if any, distributions holders of claims against us, including holders of our secured and unsecured debt and equity, would ultimately receive with respect to their claims and interests. Once commenced, there can be no assurance as to whether we will successfully reorganize and emerge from the Irish examinership proceeding or, if we do successfully reorganize, as to when we would emerge from the Irish examinership proceeding. If no examinership scheme of arrangement is approved by the Irish High Court, we may be forced to liquidate our assets for distribution in accordance with the priorities established by applicable Irish insolvency law.

Operating under bankruptcy court protection for a long period of time may harm our business.

Our future results are dependent upon the successful confirmation and implementation of a Chapter 11 plan of reorganization to implement the Transaction. A long period of operations under bankruptcy court protection could have a material adverse effect on our business, financial condition, results of operations and liquidity. So long as the Chapter 11 Cases continue, our senior management will be required to spend a significant amount of time and effort dealing with the reorganization instead of focusing exclusively on our business operations. A prolonged period of operating under bankruptcy court protection also may make it more difficult to retain management and other key personnel necessary to the success and growth of our business. In addition, the longer the Chapter 11 Cases continue, the more likely it is that our customers, suppliers and service providers will lose confidence in our ability to reorganize our business successfully and will seek to establish alternative commercial relationships.

Furthermore, so long as the Chapter 11 Cases continue, we will be required to incur substantial costs for professional fees and other expenses associated with the administration of the Chapter 11 Cases. The Transaction also contemplates that we will enter into the DIP Facilities to fund operations. If we are unable to negotiate definitive commitments for, and enter into, the DIP Facilities, our chances of successfully reorganizing our business may be seriously jeopardized, the likelihood that we instead will be required to liquidate our assets may be enhanced, and, as a result, any securities in us could become further devalued or become worthless.

Furthermore, we cannot predict the ultimate amount of all settlement terms for the liabilities that will be subject to a Chapter 11 plan of reorganization. Even once a plan of reorganization is approved and implemented, our operating results may be adversely affected by the possible reluctance of prospective lenders and other counterparties to do business with a company that recently emerged from bankruptcy proceedings.
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The RSA is expected to provide that our ordinary shares will be cancelled as part of the Transaction.

We have a significant amount of indebtedness that is senior to our existing ordinary shares in our capital structure. The proposed RSA provides that our existing ordinary shares will be cancelled and exchanged for (a) 1% of the New Common Stock and (b) three-year warrants to purchase 10% of the New Common Stock. Any trading in our ordinary shares prior to, or during the pendency of the Chapter 11 Cases, is highly speculative and poses substantial risks to purchasers of our ordinary shares.

The proposed RSA is subject to significant conditions and milestones that may be difficult for us to satisfy.

There are certain material conditions we must satisfy under the proposed RSA, including the timely satisfaction of milestones for the progress of the Chapter 11 Cases, including, among other things, to obtain certain bankruptcy court orders and complete the Transaction. Our ability to timely complete such milestones is subject to risks and uncertainties that may be beyond our control.

If the proposed RSA is terminated, our ability to confirm and complete a Chapter 11 plan of reorganization could be materially and adversely affected.

The proposed RSA contains certain limited termination events that upon the occurrence of which parties to the RSA may terminate the agreement (and their support for the Transaction). If the proposed RSA were terminated, each of the parties thereto would be released from their obligations in accordance with the terms of the proposed RSA. Such termination may result in the loss of support for the Transaction by the parties to the RSA, which could adversely affect our ability to confirm and complete a Chapter 11 plan of reorganization to implement the Transaction. If the Transaction is not completed, there can be no assurance that any alternative restructuring transaction would be as favorable to holders of claims as the Transaction.

If we are not able to obtain confirmation of a Chapter 11 plan of reorganization to implement the Transaction, or if current financing is insufficient or exit financing is not available, we could be required to seek a sale of the Company or certain of its material assets pursuant to Section 363 of the Bankruptcy Code or liquidate under Chapter 7 of the Bankruptcy Code.

In order to successfully emerge from Chapter 11 bankruptcy protection, we must obtain confirmation of a Chapter 11 plan of reorganization to implement the Transaction by the bankruptcy court. If confirmation of a plan of reorganization by the bankruptcy court does not occur, we could be forced to sell the Company or certain of its material assets pursuant to Section 363 of the Bankruptcy Code or liquidate under Chapter 7 of the Bankruptcy Code.

There can be no assurance that our current cash position and amounts of cash from future operations will be sufficient to fund operations. In the event that we do not have sufficient cash to meet our liquidity requirements, and our current financing is insufficient or exit financing is not available, we may be required to seek additional financing. There can be no assurance that such additional financing would be available, or, if available, would be available on acceptable terms. Failure to secure any necessary exit financing or additional financing would have a material adverse effect on our operations and ability to continue as a going concern.

Our long-term liquidity requirements and the adequacy of our capital resources are difficult to predict at this time.

We face uncertainty regarding the adequacy of our liquidity and capital resources and have extremely limited, if any, access to additional financing beyond the financing contemplated by the Transaction. In addition to the cash requirements necessary to fund ongoing operations, we have incurred, and will continue to incur, significant professional fees and other costs in connection with preparation for the Chapter 11 Cases and expect that we will continue to incur significant professional fees and costs throughout the Chapter 11 Cases. We cannot assure you that cash on hand, cash flow from operations and any financing we are able to obtain through the DIP Facilities will be sufficient to continue to fund our operations and allow us to satisfy our obligations related to the Chapter 11 Cases until we are able to emerge from the Chapter 11 Cases.

Our liquidity, including our ability to meet our ongoing operational obligations, is dependent upon, among other things: (i) our ability to comply with the terms and conditions of any cash collateral order that may be entered by the bankruptcy court in connection with the Chapter 11 Cases; (ii) our ability to negotiate definitive commitments for, and enter into, the DIP Facilities; (iii) our ability to maintain adequate cash on hand; (iv) our ability to generate cash flow from operations; (v) our ability to develop, confirm and complete a Chapter 11 plan of reorganization to implement the Transaction or another alternative restructuring transaction; and (vi) the cost, duration and outcome of the Chapter 11 Cases.
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As a result of the Chapter 11 Cases, our financial results may be volatile and may not reflect historical trends.

Prior to, and during the pendency of, the Chapter 11 Cases, we expect our financial results to continue to be volatile as restructuring activities and expenses, contract terminations and rejections, and claims assessments significantly impact our consolidated financial statements. As a result, our historical financial performance is likely not indicative of our financial performance during this period. In addition, if we emerge from Chapter 11 bankruptcy protection, the amounts reported in subsequent consolidated financial statements may materially change relative to historical consolidated financial statements, including as a result of revisions to our operating plans pursuant to a plan of reorganization. We also may be required to adopt fresh start accounting, in which case our assets and liabilities will be recorded at fair value as of the fresh start reporting date, which may differ materially from the recorded values of assets and liabilities on our consolidated balance sheets. Our financial results after the application of fresh start accounting also may be different from historical trends.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable.

Item 5. Other Information.

None.
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Item 6. Exhibits.

All exhibits are incorporated herein by reference to a prior filing as indicated, unless otherwise designated with an dagger (†), which are filed herewith, or double dagger (††) which are furnished herewith.

Exhibit

Number	Description
[image: ]

3.1	Memorandum and Articles of Association of Weatherford International public limited company (incorporated by reference as Exhibit 2.1 of the Company’s Form 8-K filed April 2, 2014, File No. 1-36504).

*10.1	2019 Executive Bonus Plan (incorporated by reference as Exhibit 99.1 of the Company’s Form 8-K filed April 2, 2019, File No. 1-36504).
[image: ]

*10.2	Form of Retention Award (incorporated by reference as Exhibit 99.2 of the Company’s Form 8-K filed April 2, 2019, File No. 1-36504).

†10.3	Letter Agreement dated February 27, 2019 by and between Weatherford Worldwide Holding GmbH and ADES International Holding PLC
[image: ]

†10.4	Letter Agreement dated March 18, 2019 by and between Weatherford Worldwide Holding GmbH and ADES International Holding PLC

†10.5	Letter Agreement dated March 25, 2019 by and between Weatherford Worldwide Holding GmbH and ADES International Holding PLC
[image: ]

†31.1	Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

†31.2	Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
[image: ]

††32.1	Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

††32.2	Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
[image: ]


**101	The following materials from the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2019, formatted in XBRL (eXtensible Business Reporting Language):

(1) the unaudited Condensed Consolidated Balance Sheets,

(2) the unaudited Condensed Consolidated Statements of Operations,

(3) the unaudited Condensed Consolidated Statements of Comprehensive Income (Loss),

(4) the unaudited Condensed Consolidated Statements of Cash Flows, and

(5) the related notes to the unaudited Condensed Consolidated Financial Statements.

*Management contract or compensatory plan or arrangement.

· Submitted pursuant to Rule 405 and 406T of Regulation S-T.

· Filed herewith.

· Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

	
	
	Weatherford International plc

	Date: May 10, 2019
	By: /s/ Christoph Bausch

	
	
	

	
	
	Christoph Bausch

	
	
	Executive Vice President and

	
	
	Chief Financial Officer

	Date: May 10, 2019
	By: /s/ Stuart Fraser

	
	
	

	
	
	Stuart Fraser

	
	
	Vice President and

	
	
	Chief Accounting Officer
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Exhibit 10.3

February 27, 2019


ADES International Holding Ltd.

Unit 517, Floor 5, Index Tower

DIFC, UAE, Dubai - PO Box: 507118

Attention: Dr. Mohamed Farouk

Morcos William


Reference is made to that certain (i) Sale and Purchase Agreement, dated as of July 11, 2018, by and between Weatherford Worldwide Holdings GmbH, a Swiss company with limited liability (“Seller”), and ADES International Holding Ltd., a Dubai International Financial Centre entity (“Purchaser”), pertaining to the purchase by Purchaser of certain land drilling rig assets and operations of Seller and its Affiliates in the Republic of Algeria and State of Kuwait, as amended by that certain side letter with respect to the Initial Closing of the Kuwait Assets, dated October 31, 2018 (the “Kuwait Side Letter”), (as may be further amended, supplemented or modified from time to time, the “AK Purchase Agreement”), (ii) Sale and Purchase Agreement, dated as of July 11, 2018, by and between Seller and Purchaser pertaining to the purchase by Purchaser of certain land drilling rig assets and operations of Seller and its Affiliates in the Kingdom of Saudi Arabia, as amended by that certain side letter, dated November 30, 2018 (the “KSA Side Letter”), (as may be further amended, supplemented or modified from time to time, the “KSA Purchase Agreement” and collectively with the AK Purchase Agreement, the “Purchase Agreement”) and (iii) Bridging Agreement, by and between Purchaser and Seller, dated as of July 11, 2018. Capitalized terms used but not defined in this Agreement shall have the meanings set forth in the Purchase Agreement.

In consideration of the mutual agreements, provisions and covenants contained in this letter agreement and the Purchase Agreement, pursuant to

Sections 11.2 and 11.3 of the Purchase Agreement, Seller and Purchaser hereby agree as follows:

1. Subsequent Closing Payments; Release.

(a) At the Subsequent Closing, Purchaser shall pay to Seller an amount equal to $40,000,000 for the Algeria Assets to be sold at the Subsequent Closing, as further set forth in paragraph 2 below. At or immediately following the Subsequent Closing, Seller shall pay to Purchaser an amount equal to the Settlement Amount set forth in Schedule I to this letter agreement in full without any deduction, withholding or set off of any nature whatsoever.

(b) The Parties each acknowledge and agree that the payments, offsets and reimbursements described in Schedule I are and intended to fully and finally resolve all matters described in Schedule I (except as otherwise set forth therein). Accordingly, upon payment by Seller to Purchaser of the amount set forth in paragraph 1(a) above and Schedule I, Purchaser and Seller, each on behalf of itself and its respective stockholders and Affiliates, hereby irrevocably and forever releases, acquits and discharges the other Party and their respective stockholders and Affiliates of and from any and all claims, counterclaims, actions, causes or rights of action, suits, Liabilities, Losses, assertions, allegations, contentions, controversies and demands of any kind or nature whatsoever, whether at law or in equity, that either Purchaser or Seller or their respective stockholders or Affiliates now have, ever had or may have had, whether directly or in a representative or any other capacity, for, upon or by reason of any act, omission or other matter, cause or thing, in each case to the extent arising from the matters described in Schedule I (except as otherwise set forth therein). The foregoing includes an express, informed, knowing and voluntary waiver and relinquishment to the fullest extent permitted by applicable Law. The
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Parties further expressly waive and relinquish any and all rights they may have under any state or federal statute, rule or common law principle, in law or equity, relating to limitations on general releases.

2. Rigs; Algeria Purchased Assets. The Parties agree that at the Subsequent Closing, the Algeria Assets will be purchased and sold pursuant to Sections 2.1 and 2.2 of the AK Purchase Agreement, except as follows:

(a) Rigs numbered 814 and 815 and the related equipment and inventories, each as more fully described in Section 1.1(b)(i) of the Seller Disclosure Schedule (individually, each such Rig a “Delayed Algeria Rig” and collectively, the “Delayed Algeria Rigs”), shall not be transferred at the Subsequent Closing. The Parties agree that Seller shall move the Delayed Algeria Rigs and related equipment and inventory set forth in Schedule II from their current location to the FENNEC bonded yard, Hassi Messaoud (the “Bonded Area”), such process to be commenced by Seller as promptly as practicable following the Subsequent Closing. Seller shall use commercially reasonable best efforts to complete the transfer process as promptly as practicable. The transfer of each Delayed Algeria Rig and related equipment and inventory shall occur promptly following the time at which the relevant Delayed Algeria Rig arrives at the Bonded Area (and evidence reasonably satisfactory to Purchaser has been provided to Purchaser) (the date each such transfer occurs being the “Delayed Algeria Rig Transfer Date”). For purposes of the foregoing, the Parties further agree that (a) Seller shall (as a condition of Purchaser’s obligation to proceed with the purchase of the relevant Delayed Algeria Rig on the relevant Delayed Algeria Rig Transfer Date) be responsible for maintaining all customs consents required to transfer such Delayed Algeria Rig in the Bonded Area (but to the extent only that any such customs consent is required under applicable Law, as reasonably determined by Seller’s legal counsel, and not otherwise), (b) risk in the Delayed Algeria Rigs shall remain with Seller and the relevant Selling Entity until the relevant Delayed Algeria Rig Transfer Date, (c) the transfer to each Delayed Algeria Rig shall be documented pursuant to a stand-alone Asset Transfer Agreement (each a “Delayed Algeria Rig Asset Transfer Agreement”), (d) Seller shall comply with Section 2.12 of the AK Purchase Agreement until the relevant Delayed Algeria Rig Transfer Date and (e) notwithstanding the delayed transfer of the Delayed Algeria Rigs, for purposes of the AK Purchase Agreement, the Subsequent Closing shall be deemed to have occurred on the date on which the purchase and sale of the other Algeria Assets has been consummated. For purposes of (b) above, the Parties agree that Sections 6.1(f) through

(h) of the AK Purchase Agreement shall not apply, however in the event any Delayed Algeria Rig becomes inoperable or is destroyed prior to the relevant Delayed Algeria Rig Transfer Date, then the applicable Delayed Algeria Rig shall be deemed an “Excluded Rig” for purposes hereof and Purchaser shall not be required to proceed with the purchase of such Delayed Algeria Rig and shall be entitled to the immediate release from escrow and return of the Remaining Deposit (as defined below) in respect of such Delayed Algeria Rig.

(b) In furtherance of its obligations to move the Delayed Rigs as set forth in paragraph 2(a) above, Seller shall pay, when due, all costs actually incurred by Purchaser relating to the transport of the Delayed Algeria Rigs to the Bonded Area. Conversely, Purchaser shall pay all costs related to the storage of the Delayed Algeria Rigs in the Bonded Area to the extent for each Rig these relate to a period after the relevant Delayed Algeria Rig Transfer Date for such Rig.

(c) For purposes of paragraph 1(a) and paragraph 2(a) above, the Parties agree that at the Subsequent Closing, the Algeria Cash Consideration shall be reduced by an amount equal to $20,000,000, which such amount shall instead be paid on each Delayed Algeria Rig Transfer Date (in an amount equal to $10,000,000 per Delayed Algeria Rig). In addition, the amount of the Deposit to be credited against the Purchase Price for the Algeria Assets at the Subsequent Closing shall be reduced by $6,000,000, with the remaining $3,000,000 (the “Remaining Deposit”), being held in escrow until the relevant Delayed Algeria Rig Transfer Date (when it shall be reduced in an amount equal to $1,500,000 per Delayed Algeria Rig).
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(d) On each Delayed Algeria Rig Transfer Date (i) Seller shall deliver or cause to be delivered to Purchaser (A) the Delayed Algeria Rig Asset Transfer Agreement executed by the Selling Entity, (B) a certificate dated as of the Delayed Algeria Rig Transfer Date confirming the incumbency of each officer of the Selling Entity executing the Delayed Algeria Rig Asset Transfer Agreement, and (C) a release of any Encumbrance over such Delayed Algeria Rig and (ii) Purchaser shall deliver or cause to be delivered to Seller (x) a release of the amount of the Remaining Deposit to be released in respect of such Delayed Algeria Rig plus the balance of the amount due in respect of the applicable Delayed Algeria Rig under paragraph 2(b) above, (y) the Delayed Algeria Rig Asset Transfer Agreement executed by the Designated Affiliate and (z) a certificate dated as of the Delayed Algeria Rig Transfer Date confirming the incumbency of each officer of the Designated Affiliate executing the Delayed Algeria Rig Asset Transfer Agreement.

(e) In respect of the Delayed Algeria Rigs, for the avoidance of doubt (i) Liabilities will only be Assumed Liabilities to the extent they relate to a period on or after the relevant Delayed Algeria Rig Transfer Date, (ii) Retained Taxes shall include any Taxes on or with respect to the relevant Delayed Algeria Rig for any period prior to the relevant Delayed Algeria Rig Transfer Dates and (iii) Article 9 of the AK Purchase Agreement shall apply on the basis that Seller shall be responsible for all Tax Returns and Taxes on the Delayed Algeria Rigs up to the relevant Delayed Algeria Rig Transfer Dates.

(f) On the applicable Delayed Algeria Rig Transfer Date, solely with respect to the Delayed Algeria Rigs and the applicable Selling Entity, Seller repeats the representations and warranties set forth in Sections 3.2, 3.3, 3.8(a), 3.8(b), and 3.23 of the AK Purchase Agreement. On the applicable Delayed Rig Transfer Date, Seller represents and warrants that the applicable Delayed Algeria Rig, when reassembled by Purchaser using the equipment and inventory included in the Algeria Assets, and using reasonable and customary methods for such re-assembly, including normal mobilization requirements for a rig which has been stored unassembled for as long as such Delayed Algeria Rig, such Delayed Algeria Rig will be in good working order.

(g) Once it occurs (and except as provided for in this letter agreement) the transfer of the Delayed Algeria Rigs shall have taken place as part of the Subsequent Closing and Section 8.1 of the AK Purchase Agreement shall apply to the representations, warranties and covenants made by Seller under this letter agreement and the relevant Selling Entity under the Delayed Algeria Rig Asset Transfer Agreements (as if they had been made at the Subsequent Closing) save that any time limit that applies in respect of the Delayed Algeria Rigs for the purposes of Section 8.4 of the AK Purchase Agreement shall be calculated by reference to the Delayed Algeria Rig Transfer Date for that Delayed Algeria Rig rather than the Subsequent Closing Date.

(h) In the event that the transfer of the Delayed Algeria Rigs as provided for in this paragraph 2 cannot be accomplished by the Subsequent End Date, then such date shall automatically be extended, without any further action on behalf of the Parties, to May 30, 2019, which shall thereafter be the Subsequent End Date for purposes of the AK Purchase Agreement. If any Delayed Algeria Rig has not been transferred by the Subsequent End Date, as extended pursuant to this paragraph 2(h), then Purchaser (but not Seller either under this paragraph or under Section 7.1(i) of the AK Purchase Agreement) shall be entitled to terminate the AK Purchase Agreement in respect of such Delayed Algeria Rig pursuant to Section 7.1(i) of the AK Purchase Agreement, in which case it shall not be required to proceed with the purchase of such Delayed Algeria Rig and shall be entitled to the immediate release from escrow and return of the Remaining Deposit (as defined below) in respect of such Delayed Algeria Rig.

3

(i) For purposes of Section 1.1(b) of the AK Purchase Agreement, the Parties acknowledge and agree that the Purchased Assets shall include the equipment listed in Section 1.1(b)(i) of the second supplement to the Seller Disclosure Schedule, delivered to Purchaser and dated as of the date hereof, with the exception of the assets identified under the tab “Missing Assets”, which shall not be Purchased Assets, but will be excluded from the Subsequent Closing (“Excluded Assets”); it being further acknowledged and agreed that the equipment identified under the tab “Extra Assets” would be transferred and sold to Purchaser at the Subsequent Closing at no additional cost in replacement of the Excluded Assets. In furtherance of the foregoing, Purchaser hereby unconditionally and irrevocably waives any and all claims, actions, causes of action, demands, rights, benefits, claims for indemnification or otherwise it may have against Seller or its Affiliates with respect or otherwise relating to the Excluded Assets.

3. Algeria Purchase Orders. With respect to the AK Purchase Agreement, Seller has advised Purchaser of outstanding purchase orders in the approximate amount of $1,806,658.70. Liability for payments on the balance of outstanding purchase orders such approximate amount will be determined in accordance with this paragraph 3. At the Subsequent Closing, Purchaser agrees to assume all payment obligations arising from such purchase orders that become due after the Subsequent Closing Date, and for which goods have not been delivered (or services rendered) as of the Subsequent Closing Date which payment obligations have an estimated aggregate amount of $1,092,255.01 (with all other payments and liabilities in respect of such purchase orders remaining the responsibility of Seller and its Affiliates) (the “Category A Purchase Orders”). Accordingly, it is anticipated the approximate amount of purchase orders which are not Category A Purchase Orders will be $714,403.69 (“Category B Purchase Orders”). During the three Business Days period following the Subsequent Closing, Purchaser and Seller will form a committee to review and examine the actual date of on-ground delivery of goods or the date on which services were actually rendered for purposes of determining whether or not, with respect to the Category A Purchase Orders, goods were delivered (or services rendered) prior to the Subsequent Closing Date. It is further agreed that with respect to Category B Purchase Orders, Purchaser shall notify Seller within five Business Days following the Subsequent Closing as to which such Category B Purchase Orders Purchaser (in its discretion) wishes to continue, in which case Purchaser shall be liable for all payment obligations that become due after the Subsequent Closing Date arising from those Category B Purchase Orders for which goods have not been delivered (or services rendered) as of the Subsequent Closing Date which Purchaser has elected to continue as aforesaid (with all other payments and liabilities in respect of the Category B Purchase Orders remaining the responsibility of Seller and its Affiliates). For purposes of such determination, the Parties agree to use such customary documents as are readily available, including delivery manifests, yard or rig manifests, service work approvals, and service delivery sheets (and the date of delivery on Seller’s internal purchase order system shall be disregarded). Purchaser agrees that Seller may immediately cancel any Category B Purchase Orders (or any purchase orders that are finally determined not to be Category A Purchase Orders following the review and examination described above) under which Purchaser does not assume a payment obligation under this paragraph 3, without Liability to Purchaser (although such cancellation shall be in respect of the future performance of the purchase orders only). Following the Subsequent Closing, the Parties agree to attach to this letter agreement a schedule of respective payments for Category A Purchase Orders and all Category B Purchase Orders as finally determined in accordance with this paragraph 3. For the avoidance of doubt, (I) any payments owed by a Party pursuant to this paragraph 3 shall by made by the relevant Party directly to the vendor and/or supplier set forth in the applicable purchase order and (II) any equipment, inventory or other asset delivered pursuant to a Category A Purchase Order or Category B Purchase Order shall be deemed a “Purchased Asset.” To the extent permitted by the terms of the applicable purchase order and upon Purchaser’s written request, Seller and its Affiliates will assign to Purchaser or its Designated Affiliates supplier warranties regarding the goods and services delivered/rendered under the Category A Purchase Orders and the Category B Purchase Orders. Purchaser shall indemnify the Seller Indemnified Parties in accordance with Article 8 of the AK Purchase Agreement for all Losses incurred by a Seller Indemnified Party arising from the non-payment by Purchaser of any amounts due under the Category A Purchase Orders and Category B Purchase Orders for which it has assumed a payment obligation under this paragraph 3. Seller shall indemnify the Purchaser Indemnified Parties in accordance with Article 8 of the AK Purchase Agreement for all Losses incurred by a Purchaser Indemnified Party arising from the non-payment by Seller of any amounts due under the Category A Purchase Orders and Category B Purchase Orders for which it has retained a payment obligation under this paragraph 3.
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4. Customs.

(a) The Parties acknowledge and agree that, for purposes of the consent of the Regional Customs Director described in Section 6.1(c) of the Seller Disclosure Schedule, the Regional Customs Director has indicated, in a letter dated December 23, 2018 (“Customs Letter”), that a global authorization of assignment will be issued upon (i) the identification and location information of the purchaser, (ii) delivery of the documents numbered 1 to 5 in the Customs Letter and (iii) settlement of any possible litigation (collectively, the “Conditions”).

(b) As a covenant under the AK Purchase Agreement, Seller undertakes to procure the satisfaction of the Conditions promptly following the Subsequent Closing, and will indemnify the Purchaser Indemnified Parties, as a breach of a covenant under Section 8.1(b) of the AK Purchase Agreement, for any Losses incurred by the Purchaser Indemnified Parties in relation to a failure by Seller to procure the satisfaction of the Conditions or delay in satisfying those Conditions; provided, that the Parties agree that Seller shall not be considered in breach of the foregoing covenant within the 90 day period after the Subsequent Closing if during such period Seller has used commercially reasonable best efforts to procure the satisfaction of the Conditions.

(c) Notwithstanding anything in this paragraph 4 to the contrary, Purchaser hereby waives any requirement or condition that Rigs 814 and 815 be under the temporary importation regime at the applicable Delayed Algeria Rig Transfer Date.

5. Credit and Performance Support Obligations.


(a) In accordance with the KSA Side Letter, Section 5.11 of the AK Purchase Agreement is hereby further amended and restated, and supersedes the amendment and restatement agreed by the Parties in the Kuwait Side Letter, as follows:

“Purchaser shall use its commercially reasonable best efforts to cause Seller and the Selling Entities (as applicable) and their respective Affiliates to be absolutely and unconditionally relieved on or prior to the relevant Closing of all Liabilities arising out of the letters of credit, performance bonds, custom bonds, corporate guarantees and other similar items issued and outstanding in connection with the Business and Purchased Assets to which that Closing relates as listed in Section 5.11 of the Seller Disclosure Schedule (together the “Seller Guarantees”), and Purchaser shall, in accordance with the procedures set forth in Article 8, indemnify Seller, the Selling Entities and their respective Affiliates against any Losses arising from the Seller Guarantees to the extent such Losses are the result of the act or omission of Purchaser or its Designated Affiliates after the relevant Closing to which such Seller Guarantees relate. Purchaser agrees to continue to use its commercially reasonable best efforts after the relevant Closing to which such Seller Guarantees relate to relieve Seller and the Selling Entities and their respective Affiliates of all such Seller Guarantees to which the Closing relates; provided that Purchaser shall not be obligated to assume any Liability for the acts or omissions of Seller or the Selling Entities or their respective Affiliates (including for purposes of this Section 5.11 the Joint Venture) or any Liabilities that relate to the period prior to Closing. As a covenant under this Agreement, Seller shall cause all of the Seller Guarantees to be maintained in full force and effect as follows: (i) for Algeria, for a period of up to 90 days following the applicable Closing for that jurisdiction; provided that if the aggregate amount of Seller Guarantees at the Closing for Algeria exceeds the Relevant Amount, then Seller shall cause to be maintained such Seller Guarantees in excess of the Relevant Amount in Algeria for a period of up to 180 days following the applicable Closing (but only with respect to such excess) and (ii) for Kuwait, for a period of up to 180 days following the applicable Closing for that jurisdiction. For purposes of this Section 5.11, “Relevant Amount” means $8,863,570 in Algeria. The other terms upon which the Seller Guarantees will be maintained are set forth in the Transition Services Agreement and the Seller hereby agrees to maintain the Seller Guarantees for the periods referred to in the Transition Services Agreement. Seller shall update Section 5.11 of the Seller Disclosure Schedule to remove any Seller Guarantees that are no longer required, but shall only be entitled to add new Seller Guarantees to Section 5.11 of the Seller Disclosure Schedule where such new Seller Guarantees are required to be maintained pursuant to Drilling Contracts that have been entered into after the Effective Date, or which have been required for the importation of assets that are included within the Purchased Assets that are to be sold to Purchaser.”
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(b) For the avoidance of doubt, Seller confirms that in the updated list of Seller Guarantees provided on the date hereof with the updated Section 5.11 of the Seller Disclosure Schedule, the only guarantees listed in relation to Rigs 814 and 815 are customs guarantees, except the performance guarantee issued to Sonatrach for the purpose of the drilling contract covering Rigs 810, 814 and 815 (the “Sonatrach Multiple Guarantee”). It is also agreed that (i) Purchaser shall also be entitled to check the updated list after the Subsequent Closing to identify Seller Guarantees that are no longer required or which do not relate to Purchased Assets, in which case notwithstanding the terms of Section 5.11 of the AK Purchase Agreement such Seller Guarantees shall be removed from the list and shall not at any stage be considered to be Seller Guarantees, so that Purchaser shall have no Liabilities in respect of the same whether under the AK Purchase Agreement or the Transition Services Agreement, (ii) subject to paragraph (iii) below, Purchaser shall have no Liabilities in respect of any Seller Guarantees that continue to be required in relation to Rigs 814 and 815 (or any obligation to make any payment pursuant to the Transition Services Agreement in respect of the maintenance of the same pursuant) in respect of any period prior to the Delayed Algerian Rig Transfer for such Rig, and (iii) paragraph (ii) shall not apply in respect of the Sonatrach Multiple Guarantee.

(c) The Parties agree that Exhibit A of the Transition Service Agreement shall be updated to reflect the amendment and restatement of Section 5.11 of the AK Purchase Agreement as set forth in paragraph 5(a) above.

6. Novation Agreements.

(a) For the avoidance of doubt, the Parties confirm that for purposes of the AK Purchase Agreement and KSA Purchase Agreement, (i) all Liabilities under any Drilling Contract subject of a Novation Agreement, or under any Novation Agreement, that arise from and after the relevant Closing (and to the extent relating to a period on or after such Closing) will be “Assumed Liabilities”, and all such Liabilities that arise or relate to a period prior to Closing will be “Excluded Liabilities” and (ii) with respect to the definition of “Assumed Liabilities” in Section 1.1 of the AK Purchase Agreement and KSA Purchase Agreement, “Liabilities” assumed by Purchaser under the Novation Agreements refers only to Liabilities under the Novation Agreements that arise from and after the relevant Closing (and to the extent relating to a period on or after such Closing).

(b) Purchaser acknowledges and confirms that Rig 802 is in the process of being demobilized from the last well under the existing Drilling Contract. Seller on behalf of itself and its Affiliates hereby waives any entitlement to share in or receive all or any part of the demobilisation fee payable under the Drilling Contract for Rig 802 (with Repsol Exploration Argelia S.A.) and agrees that the full amount of that demobilization fee shall be retained by Purchaser or its Designated Affiliate. To the extent that Seller or any of its Affiliates receives any part of such demobilisation fee, Seller shall procure that such payment is promptly paid over to Purchaser or its Designated Affiliate. Notwithstanding the preceding, Purchaser shall be responsible for, and shall pay Seller any costs reasonably incurred by Seller in connection with the demobilization and transport of Rig 802 from its current location as part of the demobilization of Rig 802, notwithstanding that such demobilization costs may have been incurred prior to the Subsequent Closing.

(c) The Parties acknowledge that pursuant to the Novation Agreement in respect of Rig 810 (with Sonatrach), Weatherford Holdings BVI Limited (“WHBL”) has agreed to guarantee the performance by Purchaser’s Designated Affiliate under the related Drilling Contract. It is therefore agreed that, for the duration of the Drilling Contract (and any extensions or other amendments thereto) (i) where WHBL is or becomes subject to any Liability arising from and after the Subsequent Closing (and to the extent relating to a period on or after Subsequent Closing) with respect to such guarantee, such Liabilities will be “Assumed Liabilities” for the purposes of the AK Purchase Agreement for which indemnification shall be available to Seller in accordance with Article 8 thereof and (ii) where WHBL is or becomes subject to any Liability arising before the Subsequent Closing (or relating to a period prior to the Subsequent Closing) with respect to such guarantee, such Liabilities will be “Excluded Liabilities” for the purposes of the AK Purchase Agreement for which indemnification shall be available to Purchaser in accordance with Article 8 thereof. Purchaser agrees, and shall cause its Designated Affiliate to perform the services under the Novation Agreement in respect of Rig 810 and related Drilling Contract in accordance with, and subject to the terms
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thereof. Seller agrees that any claim by it under paragraph (i) above shall be a “Third Party Claim” to which Section 8.3 of the AK Purchase Agreement shall apply.

(d) In the event that the Drilling Contract for Rig 810 (with Sonatrach) is terminated prior to December 31, 2019, Seller shall pay to Purchaser an amount equal to thirty three and one third percent (33 and 1/3 %) of all amounts (including daily rate and other payments) that would have been payable by Sonatrach under such Drilling Contract had it not been terminated. Any payments owed shall be made in full without any deduction, withholding or set off of any nature whatsoever on or before the last Business Day of each month with respect to amounts owed for such month, with a final payment to be made on December 31, 2019. Notwithstanding the preceding, no amounts shall be owed by Seller to Purchaser if the Drilling Contract for Rig 810 is terminated by Sonatrach prior to December 31, 2019 as a result of, or due to a breach of such Drilling Contract by Purchaser or its Designated Affiliate.

(e) Seller acknowledges that the Novation Agreements in respect of Rig 801 and 828 provide that payments prior to the effective date of such Novation Agreements shall be payable to WHBL. However, to the extent WHBL receives any sums due under the relevant Drilling Contracts in respect of any period after Closing Seller shall procure that such amount is immediately paid to Purchaser or as it shall direct in full without any deduction, withholding or set off of any nature whatsoever.

(f) The Parties acknowledge that the Novation Agreement in respect of Rig 810 (with Sonatrach) (the “Rig 810 Novation Agreement”) has been submitted to Sonatrach for signature but has not yet been signed by Sonatrach and when it is signed it may have an effective date which is later than the Subsequent Closing Date. The Parties agree that notwithstanding any such later effective date for such Rig 810 Novation Agreement, as between the Parties paragraph 6(a) of this letter agreement shall apply from the Subsequent Closing Date in relation to Liabilities under the Drilling Contract in respect of Rig 810 and that from such Subsequent Closing Date all rights and benefits under the Drilling Contract in respect of Rig 810 shall belong to and be passed to the Purchaser’s Designated Affiliate. Unless and until the Rig 810 Novation Agreement is signed by Sonatrach, Seller shall procure that WBHL shall continue its corporate existence and shall hold such Rig 810 Drilling Contract and any monies, goods or other benefits received thereunder as trustee for Purchaser and its Designated Affiliate in title absolutely. Purchaser’s Designated Affiliate shall (if such sub-contracting is permissible and lawful under the Rig 810 Drilling Contract), as sub-contractor, perform all the obligations under such Rig 810 Drilling Contract and, where sub-contracting is not permissible, Purchaser’s Designated Affiliate shall perform such obligations as agent, or otherwise enter into such arrangements with Seller or its Affiliates, on commercially reasonable terms, under which Seller or its Affiliates would perform such obligations. Unless and until any such Rig 810 Drilling Contract is novated, Seller shall give all such assistance as Purchaser may reasonably require to enable Purchaser’s Designated Affiliate to enforce its rights under such Rig 810 Drilling Contract and (without limitation) shall provide access to all relevant books, documents and other information in relation to such Rig 810 Drilling Contract as Purchaser may reasonably require from time to time.

7. Backlog. As an accommodation by Seller to Purchaser, Seller has agreed to cover, for thirty days, the discount granted to OC Sonatrach - First Calgary Petroleums LP - Algeria. The Parties agree that this discount will not be considered when calculating the Backlog for the Subsequent Closing.

8. Employees. The Parties agree that the list of Transferring Employees referred to in Section 10.1(c) of the Purchaser Disclosure Schedule shall be replaced with the list attached as Schedule III to this letter agreement.

9. Transition Services Agreement; Service Fee Free Period. The Parties agree that notwithstanding that the Additional Conditions referred to in Section 2.1 of the Transition Services Agreement have not been satisfied the Service Fee Free Period under the Transaction Services Agreement in respect of (i) KSA will expire on February 28, 2019, and (ii) Algeria will expire 45 days after the Subsequent Closing for Algeria.
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10. Miscellaneous.

1. Each of the parties to this letter agreement represents and warrants that (i) such Person has all requisite corporate power and authority to execute, deliver and perform this letter agreement and (ii) the execution, delivery and performance of this letter agreement have been duly authorized by all requisite corporate approvals on the part of such Person.

2. The Parties agree that Purchase Agreement is and shall continue to be in full force and effect in accordance with its terms, and, except as expressly set forth in this letter agreement, no other modification to the Purchase Agreement is agreed to or implied. Without limiting the generality of the foregoing, and for the avoidance of doubt, nothing in this letter agreement is intended to constitute a waiver of any right or otherwise modify the obligations of the Parties under the Purchase Agreement, including without limitation, with respect to any claim that Seller might have under Article 9 of the Purchase Agreement, or with respect the rights and obligations of the Parties in respect of the Iraq Rigs under the Kuwait Side Letter. This letter agreement and the schedules and exhibits hereto, together with the Purchase Agreement and the other Transaction Documents, constitute the entire agreement among the parties hereto and their respective Affiliates with respect to the subject matter hereof and thereof. The Parties further agree that Section 11.5, Section 11.6 and Sections 11.8 through 11.16 of the Purchase Agreement are incorporated herein by reference as if set forth in full herein and shall apply to the terms and provisions of this letter agreement and the Parties hereto mutatis mutandis. For the avoidance of doubt, this letter agreement shall be deemed a “Transaction Document” for purposes of the Purchase Agreement.

11. Seller Parent Guarantee. The Seller Parent has executed this letter agreement where provided for below to confirm that the guarantee it has given under Section 11.17 of the AK Purchase Agreement remains in full force and effect in accordance with its terms.

If the foregoing correctly sets forth your understanding of the subject matter hereof, please so indicate by executing this letter agreement in the space provided below.

(Signature page to follow)
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Sincerely yours,

WEATHERFORD WORLDWIDE HOLDINGS GMBH



By:	/s/ Valentin Mueller
[image: ]

Name:	Valentin Mueller
[image: ]

Title:	Managing Officer
[image: ]




Signature page to Letter Agreement (Algeria)

Solely for purposes of paragraph 11 of this letter agreement:

WEATHERFORD INTERNATIONAL PLC



By:	/s/ Valentin Mueller
[image: ]

Name:	Valentin Mueller
[image: ]

Title:	Vice President
[image: ]

Signature page to Letter Agreement (Algeria)

Accepted and agreed on February 27, 2019:

ADES INTERNATIONAL HOLDING LTD.



	By:
	/s/ Dr. Mohamed Farouk

	
	

	Name:
	Dr. Mohamed Farouk

	
	

	Title:
	Director

	
	











































Signature page to Letter Agreement (Algeria)

Exhibit 10.4

March 18, 2019


ADES International Holding PLC

Unit 517, Floor 5, Index Tower

DIFC, UAE, Dubai - PO Box: 507118

Attention: Dr. Mohamed Farouk

Morcos William


Reference is made to that certain (i) Sale and Purchase Agreement, dated as of July 11, 2018, by and between Weatherford Worldwide Holdings GmbH, a Swiss company with limited liability (“Seller”), and ADES International Holding PLC (f.k.a. ADES International Holding Ltd.), a Dubai International Financial Centre entity (“Purchaser”), pertaining to the purchase by Purchaser of certain land drilling rig assets and operations of Seller and its Affiliates in the Republic of Algeria and State of Kuwait, as amended by (A) that certain side letter with respect to the Initial Closing of the Kuwait Assets, dated October 31, 2018 (the “Kuwait Side Letter”) ”) and (B) that certain side letter with respect to the Subsequent Closing of the Algeria Assets, dated February 27, 2019 (the “Algeria Side Letter”), (as may be further amended, supplemented or modified from time to time, the “AK Purchase Agreement”), (ii) Sale and Purchase Agreement, dated as of July 11, 2018, by and between Seller and Purchaser pertaining to the purchase by Purchaser of certain land drilling rig assets and operations of Seller and its Affiliates in the Kingdom of Saudi Arabia, as amended by that certain side letter, dated November 30, 2018 (the “KSA Side Letter”), (as may be further amended, supplemented or modified from time to time, the “KSA Purchase Agreement” and collectively with the AK Purchase Agreement, the “Purchase Agreement”) and (iii) Bridging Agreement, by and between Purchaser and Seller, dated as of July 11, 2018. Capitalized terms used but not defined in this Agreement shall have the meanings set forth in the Purchase Agreement or Algeria Side Letter.

In consideration of the mutual agreements, provisions and covenants contained in this letter agreement and the Purchase Agreement, pursuant to

Sections 11.2 and 11.3 of the Purchase Agreement, Seller and Purchaser hereby agree as follows:

1. Delayed Rig Transfer Date Payments; Release.

(a) The date hereof shall be the Delayed Rig Transfer Date for each of the Delayed Algeria Rigs and on the date hereof Purchaser shall pay to Seller an amount equal to $20,000,000 for the Delayed Algeria Rigs to be sold on the Delayed Rig Transfer Date, as set forth in (and in accordance with the terms of) the Algeria Side Letter. At or immediately following the Delayed Rig Transfer Date, Purchaser shall pay to Seller an amount equal to the Settlement Amount set forth in Schedule I to this letter agreement in full without any deduction, withholding or set off of any nature whatsoever.

(b) The Parties each acknowledge and agree that the reimbursements described in Schedule I are and intended to fully and finally resolve all matters described in Schedule I (except as otherwise set forth therein). Accordingly, upon payment by Purchaser to Seller of the amount set forth in paragraph 1(a) above and Schedule I, Purchaser and Seller, each on behalf of itself and its respective stockholders and Affiliates, hereby irrevocably and forever releases, acquits and discharges the other Party and their respective stockholders and Affiliates of and from any and all claims, counterclaims, actions, causes or rights of action, suits, Liabilities, Losses, assertions, allegations, contentions, controversies and demands of any kind or nature whatsoever, whether at law or in equity, that either Purchaser or Seller or their respective stockholders or Affiliates now have, ever had or may have had, whether directly or in a representative or any other capacity, for, upon or by reason of any act, omission or
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other matter, cause or thing, in each case to the extent arising from the matters described in Schedule I (except as otherwise set forth therein). The foregoing includes an express, informed, knowing and voluntary waiver and relinquishment to the fullest extent permitted by applicable Law. The Parties further expressly waive and relinquish any and all rights they may have under any state or federal statute, rule or common law principle, in law or equity, relating to limitations on general releases.

2. Customs.

(a) The Seller covenants (as a covenant under the AK Purchase Agreement), that the Delayed Algeria Rigs have now been placed in the Bonded Area.

(b) The Parties hereto agree that to the extent the sale and purchase of the Delayed Algeria Rigs is subject to a requirement for authorization from the Territory Customs Administration such authorisation shall be obtained by the Seller (the “Condition”).

(c) As a covenant under the AK Purchase Agreement, Seller undertakes to procure the satisfaction of the Condition promptly following the Delayed Rig Transfer Date, and will indemnify the Purchaser Indemnified Parties, as a breach of a covenant under Section 8.1(b) of the AK Purchase Agreement, for any Losses incurred by the Purchaser Indemnified Parties in relation to a failure by Seller to procure the satisfaction of the Condition or delay in satisfying those Condition; provided, that the Parties agree that Seller shall not be considered in breach of the foregoing covenant within the 90 day period after the Delayed Rig Transfer Date if during such period Seller has used commercially reasonable best efforts to procure the satisfaction of the Condition.

(d) Notwithstanding anything in this paragraph 2 to the contrary, Purchaser hereby waives any requirement or condition that Rigs 814 and 815 be under the temporary importation regime at the applicable Delayed Algeria Rig Transfer Date.

3. Miscellaneous.

(a) Each of the parties to this letter agreement represents and warrants that (i) such Person has all requisite corporate power and authority to execute, deliver and perform this letter agreement and (ii) the execution, delivery and performance of this letter agreement have been duly authorized by all requisite corporate approvals on the part of such Person.

(b) The Parties agree that Purchase Agreement is and shall continue to be in full force and effect in accordance with its terms, and, except as expressly set forth in this letter agreement, no other modification to the Purchase Agreement is agreed to or implied. Without limiting the generality of the foregoing, and for the avoidance of doubt, nothing in this letter agreement is intended to constitute a waiver of any right or otherwise modify the obligations of the Parties under the Purchase Agreement, including without limitation, with respect to any claim that Seller might have under Article 9 of the Purchase Agreement, or with respect the rights and obligations of the Parties in respect of the Iraq Rigs under the Kuwait Side Letter. This letter agreement and the schedules and exhibits hereto, together with the Purchase Agreement and the other Transaction Documents, constitute the entire agreement among the parties hereto and their respective Affiliates with respect to the subject matter hereof and thereof. The Parties further agree that Section 11.5, Section 11.6 and Sections 11.8 through 11.16 of the Purchase Agreement are incorporated herein by reference as if set forth in full herein and shall apply to the terms and provisions of this letter agreement and the Parties hereto mutatis mutandis. For the avoidance of doubt, this
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letter agreement shall be deemed a “Transaction Document” for purposes of the Purchase Agreement.


4. Seller Parent Guarantee. The Seller Parent has executed this letter agreement where provided for below to confirm that the guarantee it has given under Section 11.17 of the AK Purchase Agreement remains in full force and effect in accordance with its terms.

If the foregoing correctly sets forth your understanding of the subject matter hereof, please so indicate by executing this letter agreement in the space provided below.

(Signature page to follow)
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Sincerely yours,

WEATHERFORD WORLDWIDE HOLDINGS GMBH



By:	/s/ Josh McMorrow
[image: ]

Name:	Josh McMorrow
[image: ]

Title:	Managing Officer
[image: ]















































Signature page to Letter Agreement (Algeria)

Solely for purposes of paragraph 4 of this letter agreement:

WEATHERFORD INTERNATIONAL PLC



By:	/s/ Josh McMorrow
[image: ]

Name:	Josh McMorrow
[image: ]

Title:	Vice President
[image: ]
















































Signature page to Letter Agreement (Algeria)

Accepted and agreed on March 18, 2019:

ADES INTERNATIONAL HOLDING PLC



	By:
	/s/ Dr. Mohamed Farouk

	
	

	Name:
	Dr. Mohamed Farouk

	
	

	Title:
	Director

	
	

















































Signature page to Letter Agreement (Algeria)

Exhibit 10.5

March 25, 2019


ADES International Holding PLC

Unit 517, Floor 5, Index Tower

DIFC, UAE, Dubai - PO Box: 507118

Attention: Dr. Mohamed Farouk

Morcos William


Reference is made to that certain (i) Sale and Purchase Agreement, dated as of July 11, 2018, by and between Weatherford Worldwide Holdings GmbH, a Swiss company with limited liability (“Seller”), and ADES International Holding PLC (f.k.a. ADES International Holding Ltd.), a Dubai International Financial Centre entity (“Purchaser”), pertaining to the purchase by Purchaser of certain land drilling rig assets and operations of Seller and its Affiliates in the Republic of Algeria and State of Kuwait, as amended by (a) that certain side letter with respect to the Initial Closing of the Kuwait Assets, dated October 31, 2018 (the “Kuwait Side Letter”); (b) that certain side letter with respect to the Subsequent Closing of the Algeria Assets, dated February 27, 2019 (the “Algeria Side Letter”) and (c) that certain side letter with respect to the Delayed Algeria Rigs, dated March 18, 2019 (the “Delayed Algeria Rigs Side Letter”), (as may be further amended, supplemented or modified from time to time, collectively, the “AK Purchase Agreement”), (ii) Sale and Purchase Agreement, dated as of July 11, 2018, by and between Seller and Purchaser pertaining to the purchase by Purchaser of certain land drilling rig assets and operations of Seller and its Affiliates in the Kingdom of Saudi Arabia, as amended by that certain side letter, dated November 30, 2018 (the “KSA Side Letter”), (as may be further amended, supplemented or modified from time to time, the “KSA Purchase Agreement” and collectively with the AK Purchase Agreement, the “Purchase Agreement”) and (iii) Bridging Agreement, by and between Purchaser and Seller, dated as of July 11, 2018. Capitalized terms used but not defined in this Agreement shall have the meanings set forth in the Purchase Agreement.

In consideration of the mutual agreements, provisions and covenants contained in this letter agreement and the Purchase Agreement, pursuant to

Sections 11.2 and 11.3 of the Purchase Agreement, Seller and Purchaser hereby agree as follows:

1. Additional Closing Payment; Purchase Orders; Rig Capital Expenditure Program; Working Capital Adjustment; Employee Matters.

(a) On the Iraq Transfer Date for Rig 827, in addition to the Purchase Price for Rig 827, Purchaser shall pay to Seller an amount equal to $308,586.29, representing amounts owed to Seller for packing and transportation costs (but not the port costs) pursuant to the Kuwait Side Letter.

(b) On or before April 15, 2019, Purchaser shall (to the extent the expenses are validated by Purchaser after receipt of accompanying invoices, supporting documents and receipts) pay to Seller an amount equal to $7,424,112.09, representing all support and advance funds provided by Seller to Purchaser in the State of Kuwait and the Kingdom of Saudi Arabia as of the Iraq Transfer Date for Rig 827. Seller shall provide to Purchaser copies of all invoices, supporting documents and receipts reasonably requested by Purchaser to allow Purchaser to validate that such amounts were incurred by Seller and its Affiliates. For the avoidance of doubt this letter does not prejudice the rights of either Party in relation any disagreement as to whether an amount has been validated.
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(a) The Parties agree that, for purposes of paragraph 4 of the Kuwait Side Letter (and Section 5.2(b) of the AK Purchase Agreement), the payment date for the second installment of $6,000,000 shall be extended to April 15, 2019.

(b) The Parties agree that, for purposes of Section 2.5(c) of the AK Purchase Agreement, the 30 day dispute period referred to therein shall be extended 14 days, such that if the Parties do not resolve all items disputed pursuant to Section 2.5(b) of the AK Purchase Agreement by April 11, 2019, then the parties will submit the remaining items in dispute to Deloitte Touche Tohmatsu Limited for resolution, or if that firm is unwilling or unable to serve, the Parties will engage another mutually agreeable independent accounting firm of recognized international standing, which firm is not the regular auditing firm of Purchaser or Seller.

(c) The Parties agree that for purposes of the AK Purchase Agreement, Mohcen Belhachani shall not be deemed a Transferring Employee.

2. Miscellaneous.

(a) Each of the parties to this letter agreement represents and warrants that (i) such Person has all requisite corporate power and authority to execute, deliver and perform this letter agreement and (ii) the execution, delivery and performance of this letter agreement have been duly authorized by all requisite corporate approvals on the part of such Person.

(b) The Parties agree that Purchase Agreement is and shall continue to be in full force and effect in accordance with its terms, and, except as expressly set forth in this letter agreement, no other modification to the Purchase Agreement is agreed to or implied. Without limiting the generality of the foregoing, and for the avoidance of doubt, nothing in this letter agreement is intended to constitute a waiver of any right or otherwise modify the obligations of the Parties under the Purchase Agreement, including without limitation, with respect to any claim that Seller might have under Article 9 of the Purchase Agreement, or with respect the rights and obligations of the Parties in respect of the Iraq Rigs under the Kuwait Side Letter. This letter agreement and the schedules and exhibits hereto, together with the Purchase Agreement and the other Transaction Documents, constitute the entire agreement among the parties hereto and their respective Affiliates with respect to the subject matter hereof and thereof. The Parties further agree that Section 11.5, Section 11.6 and Sections 11.8 through 11.16 of the Purchase Agreement are incorporated herein by reference as if set forth in full herein and shall apply to the terms and provisions of this letter agreement and the Parties hereto mutatis mutandis. For the avoidance of doubt, this letter agreement shall be deemed a “Transaction Document” for purposes of the Purchase Agreement.

3. Seller Parent Guarantee. The Seller Parent has executed this letter agreement where provided for below to confirm that the guarantee it has given under Section 11.17 of the AK Purchase Agreement remains in full force and effect in accordance with its terms.

If the foregoing correctly sets forth your understanding of the subject matter hereof, please so indicate by executing this letter agreement in the space provided below.

(Signature page to follow)
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Sincerely yours,

WEATHERFORD WORLDWIDE HOLDINGS GMBH



By:	/s/ Josh McMorrow
[image: ]

Name:	Josh McMorrow
[image: ]

Title:	Managing Officer
[image: ]

















































Signature page to Letter Agreement (Iraq Rig 827)

Solely for purposes of paragraph 3 of this letter agreement:

WEATHERFORD INTERNATIONAL PLC



By:	/s/ Josh McMorrow
[image: ]

Name:	Josh McMorrow
[image: ]

Title:	Vice President
[image: ]
















































Signature page to Letter Agreement (Iraq Rig 827)

Accepted and agreed on March 25, 2019:

ADES INTERNATIONAL HOLDING PLC



	By:
	/s/ Dr. Mohamed Farouk
	

	
	
	

	Name:
	Dr. Mohamed Farouk
	

	
	
	

	
	
	

	Title:
	Director
	

	
	
	
















































Signature page to Letter Agreement (Iraq Rig 827)

Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mark A. McCollum, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Weatherford International plc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a - 15(f) and 15d - 15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.



Date: May 10, 2019

/s/ Mark A. McCollum
[image: ]

Mark A. McCollum

President and Chief Executive Officer

Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Christoph Bausch, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Weatherford International plc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a - 15(f) and 15d - 15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.



Date: May 10, 2019

/s/ Christoph Bausch
[image: ]

Christoph Bausch

Executive Vice President and

Chief Financial Officer

Exhibit 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


In connection with the quarterly report on Form 10-Q of Weatherford International plc (the "Company") for the period ended March 31, 2019 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mark A. McCollum, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Mark A. McCollum
[image: ]

Name: Mark A. McCollum

Title: President and Chief Executive Officer

Date: May 10, 2019



A signed original of this written statement has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

The certification the registrant furnishes in this exhibit is not deemed "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section. Registration Statements or other documents filed with the Securities and Exchange Commission shall not incorporate this exhibit by reference, except as otherwise expressly stated in such filing.

Exhibit 32.2

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


In connection with the quarterly report on Form 10-Q of Weatherford International plc (the "Company") for the period ended March 31, 2019 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Christoph Bausch, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Christoph Bausch
[image: ]

Name: Christoph Bausch

Title: Executive Vice President and Chief Financial Officer

Date: May 10, 2019



A signed original of this written statement has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

The certification the registrant furnishes in this exhibit is not deemed "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section. Registration Statements or other documents filed with the Securities and Exchange Commission shall not incorporate this exhibit by reference, except as otherwise expressly stated in such filing.
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