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PART I.  FINANCIAL INFORMATION
ITEM 1.  Financial Statements

NCS MULTISTAGE HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)
(Unaudited)

 
       
       

  September 30,  December 31,
  2023  2022
Assets       
Current assets       

Cash and cash equivalents  $  11,398  $  16,234 
Accounts receivable—trade, net    30,252    27,846 
Inventories, net    42,035    37,042 
Prepaid expenses and other current assets    2,342    2,815 
Other current receivables    4,037    3,726 

Total current assets    90,064    87,663 
Noncurrent assets       

Property and equipment, net    24,390    23,316 
Goodwill    15,222    15,222 
Identifiable intangibles, net    4,574    5,076 
Operating lease assets    5,138    4,515 
Deposits and other assets    2,057    2,761 
Deferred income taxes, net    257    46 

Total noncurrent assets    51,638    50,936 
Total assets  $  141,702  $  138,599 

Liabilities and Stockholders’ Equity       
Current liabilities       

Accounts payable—trade  $  9,402  $  7,549 
Accrued expenses    5,065    4,391 
Income taxes payable    16    468 
Operating lease liabilities    1,562    1,274 
Current maturities of long-term debt    1,755    1,489 
Other current liabilities    2,031    2,522 

Total current liabilities    19,831    17,693 
Noncurrent liabilities       

Long-term debt, less current maturities    6,543    6,437 
Operating lease liabilities, long-term    4,125    3,680 
Accrual for legal contingencies    40,750    —
Other long-term liabilities    1,281    1,328 
Deferred income taxes, net    486    199 

Total noncurrent liabilities    53,185    11,644 
Total liabilities    73,016    29,337 

Commitments and contingencies (Note 9)        
Stockholders’ equity       

Preferred stock, $0.01 par value, 10,000,000 shares authorized, no shares issued and outstanding at       
September 30, 2023 and December 31, 2022    —   —

Common stock, $0.01 par value, 11,250,000 shares authorized, 2,476,465 shares issued       
and 2,438,994 shares outstanding at September 30, 2023 and 2,434,809 shares issued       
and 2,408,474 shares outstanding at December 31, 2022    25    24 

Additional paid-in capital    443,759    440,475 
Accumulated other comprehensive loss    (86,253)   (85,617)
Retained deficit    (305,256)   (262,464)
Treasury stock, at cost, 37,471 shares at September 30, 2023 and 26,335 shares       

at December 31, 2022    (1,654)   (1,389)
Total stockholders' equity    50,621    91,029 

Non-controlling interest    18,065    18,233 
Total equity    68,686    109,262 
Total liabilities and stockholders' equity  $  141,702  $  138,599 

 
 
 
 

 
 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
(Unaudited)

 
             
             

  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2023  2022  2023  2022
Revenues             
Product sales  $  27,286  $  33,965  $  76,149  $  79,549
Services    10,993    14,905    31,075    35,897

Total revenues    38,279    48,870    107,224    115,446
Cost of sales             
Cost of product sales, exclusive of depreciation 

     and amortization expense shown below    17,118    20,754    47,945    51,910
Cost of services, exclusive of depreciation 

     and amortization expense shown below    5,449    7,640    16,564    19,210
Total cost of sales, exclusive of depreciation 

      and amortization expense shown below    22,567    28,394    64,509    71,120
Selling, general and administrative expenses    12,669    15,379    43,297    45,148
Depreciation    1,001    882    2,892    2,742
Amortization    168    168    502    502

Income (loss) from operations    1,874    4,047    (3,976)   (4,066)
Other income (expense)             
Interest expense, net    (27)   (204)   (447)   (794)
Provision for litigation, net of recoveries    (98)   —    (42,498)   —
Other income, net    1,983    564    3,753    1,556
Foreign currency exchange loss, net    (157)   (563)   (79)   (562)

Total other income (expense)    1,701    (203)   (39,271)   200
Income (loss) before income tax    3,575    3,844    (43,247)   (3,866)
Income tax benefit    (537)   (120)   (287)   (623)

Net income (loss)    4,112    3,964    (42,960)   (3,243)
Net (loss) income attributable to non-controlling interest    (296)   29    (168)   (162)
Net income (loss) attributable to 

     NCS Multistage Holdings, Inc.  $  4,408  $  3,935  $  (42,792) $  (3,081)
Earnings (loss) per common share             

Basic earnings (loss) per common share attributable to 
      NCS Multistage Holdings, Inc.  $  1.78  $  1.61  $  (17.33) $  (1.27)

Diluted earnings (loss) per common share attributable to 
      NCS Multistage Holdings, Inc.  $  1.77  $  1.58  $  (17.33) $  (1.27)

Weighted average common shares outstanding             
Basic    2,479    2,438    2,469    2,430
Diluted    2,489    2,488    2,469    2,430

 
 
 
 

 
 
 
 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In thousands)
(Unaudited)

 
 
             

             

  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2023  2022  2023  2022
Net income (loss)  $  4,112  $  3,964  $  (42,960) $  (3,243)
Foreign currency translation adjustments, net of tax of $0    (979)   (3,359)   (636)   (4,118)
Comprehensive income (loss)    3,133    605    (43,596)   (7,361)
Less: Comprehensive (loss) income attributable to

 non-controlling interest    (296)   29    (168)   (162)
Comprehensive income (loss) attributable to NCS

 Multistage Holdings, Inc.  $  3,429  $  576  $  (43,428) $  (7,199)
 
 
 
 

 
 
 
 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 

(In thousands, except share data)
(Unaudited)

 
 

                               

  Three and Nine Months Ended September 30, 2023

  Preferred Stock  Common Stock  
Additional

  Paid-In  

Accumulated
  Other

  Comprehensive  Retained  Treasury Stock  Non-controlling  
Total

Stockholders' 
  Shares  Amount  Shares  Amount  Capital  Loss  Deficit  Shares  Amount  Interest  Equity
Balances as of 
   December 31, 2022   — $  —  2,434,809   $  24  $  440,475  $  (85,617) $  (262,464)  (26,335) $  (1,389) $  18,233  $  109,262 
Share-based 
   compensation   —   —  —   —  913   —   —  —   —   —   913 
Net loss   —   —  —   —   —   —   (14,969)  —   —   (27)   (14,996)
Vesting of restricted 
   stock   —   —  41,489    1    (1)   —   —  —   —   —   —
Shares withheld   —   —  —   —   —   —   —  (11,086)   (264)   —   (264)
Currency translation 
   adjustment   —   —  —   —   —   (99)   —  —   —   —   (99)
Balances as of 
   March 31, 2023   — $  —  2,476,298  $  25  $  441,387  $  (85,716) $  (277,433)  (37,421) $  (1,653) $  18,206  $  94,816 
Share-based 
   compensation   —   —  —   —   1,044    —   —  —   —   —   1,044 
Net (loss) income   —   —  —   —   —   —   (32,231)  —   —   155    (32,076)
Currency translation 
   adjustment   —   —  —   —   —   442    —  —   —   —   442 
Balances as of 
   June 30, 2023   — $  —  2,476,298  $  25  $  442,431  $  (85,274) $  (309,664)  (37,421) $  (1,653) $  18,361  $  64,226 
Share-based 
   compensation   —   —  —   —   1,328    —   —  —   —   —   1,328 
Net income (loss)   —   —  —   —   —   —   4,408   —   —   (296)   4,112 
Vesting of restricted 
   stock   —   —  167    —   —   —   —  —   —   —   —
Shares withheld   —   —  —   —   —   —   —  (50)   (1)   —   (1)
Currency translation 
   adjustment   —   —  —   —   —   (979)   —  —   —   —   (979)
Balances as of 
   September 30, 2023   — $  —  2,476,465  $  25  $  443,759  $  (86,253) $  (305,256)  (37,471) $  (1,654) $  18,065  $  68,686 
 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 

(In thousands, except share data)
(Unaudited)

 
 
                               

  Three and Nine Months Ended September 30, 2022

  Preferred Stock  Common Stock  
Additional

  Paid-In  

Accumulated
  Other

  Comprehensive  Retained  Treasury Stock  Non-controlling  
Total

Stockholders' 
  Shares  Amount  Shares  Amount  Capital  Loss  Deficit  Shares  Amount  Interest  Equity
Balances as of 
  December 31, 2021   — $  —  2,397,766  $  24  $  437,022  $  (82,094) $  (261,362)  (17,392) $  (1,006) $  18,083  $  110,667 
Share-based 
   compensation   —   —  —   —   805    —   —  —   —   —   805 
Net loss   —   —  —   —   —   —   (1,535)  —   —   (194)   (1,729)
Vesting of restricted 
   stock   —   —  34,066    —   —   —   —  —   —   —   —
Shares withheld   —   —  —   —   —   —   —  (8,694)   (372)   —   (372)
Currency translation 
   adjustment   —   —  —   —   —   541    —  —   —   —   541 
Balances as of 
   March 31, 2022   — $  —  2,431,832  $  24  $  437,827  $  (81,553) $  (262,897)  (26,086) $  (1,378) $  17,889  $  109,912 
Share-based 
   compensation   —   —  —   —   841    —   —  —   —   —   841 
Net (loss) income   —   —  —   —   —   —   (5,481)  —   —   3    (5,478)
Vesting of restricted 
   stock   —   —  2,723    —   —   —   —  —   —   —   —
Shares withheld   —   —  —   —   —   —   —  (173)   (8)   —   (8)
Currency translation 
   adjustment   —   —  —   —   —   (1,300)   —  —   —   —   (1,300)
Balances as of 
   June 30, 2022   — $  —  2,434,555  $  24  $  438,668  $  (82,853) $  (268,378)  (26,259) $  (1,386) $  17,892  $  103,967 
Share-based 
   compensation   —   —  —   —   854    —   —  —   —   —   854 
Net income   —   —  —   —   —   —   3,935   —   —   29    3,964 
Vesting of restricted 
   stock   —   —  167    —   —   —   —  —   —   —   —
Shares withheld   —   —  —   —   —   —   —  (50)   (2)   —   (2)
Currency translation 
   adjustment   —   —  —   —   —   (3,359)   —  —   —   —   (3,359)
Balances as of 
   September 30, 2022   — $  —  2,434,722  $  24  $  439,522  $  (86,212) $  (264,443)  (26,309) $  (1,388) $  17,921  $  105,424 
 
 
 

 
 
 
 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In thousands)
(Unaudited)

 
 

 
 
 
 
 
       

  Nine Months Ended
  September 30,
  2023  2022
Cash flows from operating activities    
Net loss  $  (42,960) $  (3,243)
Adjustments to reconcile net loss to net cash used in operating activities:       

Depreciation and amortization  3,394   3,244 
Amortization of deferred loan costs  153   180 
Write-off of deferred loan costs  —  196 
Share-based compensation  4,198   4,490 
Provision for inventory obsolescence  256   1,885 
Deferred income tax expense  147   109 
Gain on sale of property and equipment  (423)  (339)
Provision for (recovery of) credit losses  112   (60)
Provision for litigation, net of recoveries    42,498    —
Proceeds from note receivable    338    474 

Changes in operating assets and liabilities:       
Accounts receivable—trade  (2,593)  (12,534)
Inventories, net  (6,356)  (4,013)
Prepaid expenses and other assets  544   1,868 
Accounts payable—trade  2,824   2,274 
Accrued expenses  (1,025)  (161)
Other liabilities  (2,334)  (2,509)
Income taxes receivable/payable  (219)  (897)

Net cash used in operating activities    (1,446)   (9,036)
Cash flows from investing activities       
Purchases of property and equipment    (1,704)   (768)
Purchase and development of software and technology    (263)   (78)
Proceeds from sales of property and equipment    454    406 

Net cash used in investing activities    (1,513)   (440)
Cash flows from financing activities       
Payments on finance leases    (1,159)   (1,090)
Line of credit borrowings    11,702    10,214 
Payments of line of credit borrowings    (11,758)   (10,189)
Treasury shares withheld    (265)   (382)
Payment of deferred loan cost related to ABL facility    —   (940)

Net cash used in financing activities    (1,480)   (2,387)
Effect of exchange rate changes on cash and cash equivalents    (397)   (428)

Net change in cash and cash equivalents    (4,836)   (12,291)
Cash and cash equivalents beginning of period    16,234    22,168 
Cash and cash equivalents end of period  $  11,398  $  9,877 
Noncash investing and financing activities       
Assets obtained in exchange for new finance lease liabilities  $  1,665  $  1,477 
Assets obtained in exchange for new operating lease liabilities  $  1,791  $  1,205 
 
 
 

 
 
 
 
 
 
 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 

Note 1.  Basis of Presentation
 

Nature of Business 
 
NCS Multistage Holdings, Inc., a Delaware corporation, through its wholly owned subsidiaries and subsidiaries for which it has a controlling voting 

interest (collectively referred to as the “Company,” “NCS,” “we,” “our” and “us”), is primarily engaged in providing engineered products and support 
services for oil and natural gas well construction, well completions and field development strategies. We offer our products and services primarily to 
exploration and production companies for use both in onshore and offshore wells. We operate through service facilities principally located in Houston and 
Odessa, Texas; Tulsa, Oklahoma; Calgary, Red Deer, Grande Prairie and Estevan, Canada; Neuquén, Argentina and Stavanger, Norway. 

 
Basis of Presentation 

 
Our accompanying condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the 

United States (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 8 of Regulation S-X of the Securities 
Exchange Act of 1934, as amended, issued by the Securities Exchange Commission (“SEC”) and have not been audited by our independent registered 
public accounting firm. Certain information and footnote disclosures normally included in financial statements prepared in accordance with GAAP have 
been condensed or omitted. These condensed consolidated financial statements should be read in conjunction with our financial statements and related 
notes thereto included in our Annual Report on Form 10-K for the year ended December 31, 2022 (“Annual Report”). We consolidate Repeat Precision, 
LLC and its subsidiary (“Repeat Precision”), a 50% owned entity, with operations in the United States and Mexico, because NCS has a controlling voting 
interest. The other party’s ownership is presented separately as a non-controlling interest. In the opinion of management, these condensed consolidated 
financial statements reflect all normal, recurring adjustments necessary for a fair statement of the interim periods presented. The results of operations for 
interim periods are not necessarily indicative of those for a full year. All intercompany accounts and transactions have been eliminated for purposes of 
preparing these condensed consolidated financial statements.

 
Significant Accounting Policies 

 
Our significant accounting policies are described in “Note 2. Summary of Significant Accounting Policies” in our Annual Report.
 

Recent Accounting Pronouncement
 
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial 

Instruments. This ASU introduces a new impairment model that is based on expected credit losses rather than incurred credit losses for financial 
instruments, including trade accounts receivable. It requires an entity to measure expected credit losses for financial assets held at the reporting date based 
on historical experience, current conditions and reasonable and supportable forecasts. The new standard was to become effective for fiscal years beginning 
after December 15, 2019, including interim periods within those fiscal years. In November 2019, the FASB issued ASU No. 2019-10, which deferred the 
effective dates for certain accounting guidance. The effective date of ASU No. 2016-13 remained the same for public business entities that are SEC filers, 
except for entities who are deemed smaller reporting companies (“SRC”). The effective date for SRCs began during the first interim period of fiscal years 
after December 15, 2022. NCS qualifies as an SRC. We adopted ASU No. 2016-13 on January 1, 2023, with no material impact on our condensed 
consolidated financial statements.
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NCS MULTISTAGE HOLDINGS, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 

Note 2.  Revenues
 

Disaggregation of Revenue
 
We sell our products and services primarily in North America and in selected international markets. Revenue by geography is attributed based on the 

current billing address of the customer. The following table depicts the disaggregation of revenue by geographic region (in thousands): 
 
 

             

  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2023  2022  2023  2022
United States             

Product sales  $  5,200  $  8,217  $  20,202  $  24,551
Services    2,812    3,294    8,511    8,171

Total United States    8,012    11,511    28,713    32,722
Canada             

Product sales    21,531    25,748    54,062    54,455
Services    6,613    9,011    19,074    21,681

Total Canada    28,144    34,759    73,136    76,136
Other Countries             

Product sales    555    —    1,885    543
Services    1,568    2,600    3,490    6,045

Total Other Countries    2,123    2,600    5,375    6,588
Total             

Product sales    27,286    33,965    76,149    79,549
Services    10,993    14,905    31,075    35,897

Total revenues  $  38,279  $  48,870  $  107,224  $  115,446
 
Contract Balances 

 
If the timing of the delivery of products and provision of services is different from the timing of the customer payments, we recognize either a contract 

asset (performance precedes contractual due date in connection with estimates of variable consideration) or a contract liability (customer payment precedes 
performance) on our condensed consolidated balance sheet. 

 
The following table presents the current contract liabilities as of September 30, 2023 and December 31, 2022 (in thousands): 
 
 

    

Balance at December 31, 2022  $  51
Additions    423
Revenue recognized    (5)
Balance at September 30, 2023  $  469

 
We currently do not have any contract assets or non-current contract liabilities. Our contract liability as of September 30, 2023 and December 31, 2022 

is included in current liabilities on the condensed consolidated balance sheets. Our performance obligations for our product and services revenues are 
satisfied before the customer’s payment; however, prepayments may occasionally be required. Revenue recognized from the contract liability balance was 
less than $0.1 million and $0.4 million for the three months ended September 30, 2023 and 2022, respectively, and less than $0.1 million and $2.0 million 
for the nine months ended September 30, 2023 and 2022, respectively. 

 
Practical Expedient

 
We do not disclose the value of unsatisfied performance obligations when the related contract has a duration of one year or less. We recognize revenue 

equal to what we have the right to invoice when that amount corresponds directly with the value to the customer of our performance to date. 
 

 
10



Table of Contents
NCS MULTISTAGE HOLDINGS, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 

Note 3.  Inventories, net
 

Inventories consist of the following as of September 30, 2023 and December 31, 2022 (in thousands):
 

 
       

  September 30,  December 31,
  2023  2022
Raw materials  $  2,957  $  2,135
Work in process    4    38
Finished goods    39,074    34,869

Total inventories, net  $  42,035  $  37,042
 

Note 4.  Other Current Receivables 
 

Other current receivables consist of the following as of September 30, 2023 and December 31, 2022 (in thousands):
 
 
       

  September 30,  December 31,
  2023  2022
Current income tax receivables  $  1,074  $  1,868
Employee receivables    253    354
Other receivables    2,710    1,504

Total other current receivables  $  4,037  $  3,726
 

Employee receivables primarily consist of amounts paid by us for foreign withholding tax paid on behalf of employees working on international 
assignments, which is expected to be reimbursed to us by the employees when refunded as foreign tax credits on home-country tax returns. The primary 
components of the other receivables balances include $1.9 million due as of September 30, 2023, pursuant to a research and development contract, for 
which there is a corresponding accounts payable related to outside service provider costs incurred, as well as amounts associated with U.S. employee 
retention credit (“ERC”) claims totaling $0.9 million at December 31, 2022, of which $0.7 million was collected in September 2023, along with $0.1 
million of interest, with a remaining receivable of $0.1 million at September 30, 2023. In addition, we had a $0.7 million receivable at December 31, 2022 
associated with our technical services and assistance agreement with Special Oilfield Services Co., LLC. This receivable, net of withholding tax, was 
collected in June 2023. In 2023, we began recording the receivable earned associated with this technical services and assistance agreement quarterly, for 
which the receivable totaled $0.5 million as of September 30, 2023. 

 
 
 

Note 5.  Property and Equipment
 
Property and equipment by major asset class consist of the following as of September 30, 2023 and December 31, 2022 (in thousands): 
 
 

       
       

  September 30,  December 31,
  2023  2022
Land  $  1,589  $  1,592
Building and improvements    7,420    7,462
Machinery and equipment    19,401    18,156
Computers and software    2,344    2,107
Furniture and fixtures    707    748
Vehicles    273    262
Right of use assets - finance leases    12,423    11,231
Service equipment    57    57
    44,214    41,615
Less: Accumulated depreciation and amortization    (20,740)    (18,844)
    23,474    22,771
Construction in progress    916    545

Property and equipment, net $  24,390  $  23,316
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The following table presents the depreciation expense associated with the respective income statement line items for the three and nine months ended 

September 30, 2023 and 2022 (in thousands): 
 
 

             

  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2023  2022  2023  2022
Cost of sales             

Cost of product sales  $  414  $  344  $  1,158  $  1,068
Cost of services    144    118    443    414

Selling, general and administrative expenses    443    420    1,291    1,260
Total depreciation  $  1,001  $  882  $  2,892  $  2,742

 
We evaluate our property and equipment for impairment whenever changes in circumstances indicate that the carrying amount of an asset group may 

not be recoverable. As of September 30, 2023, we evaluated potential triggering events, including the Texas Matter discussed in “Note 9. Commitments 
and Contingencies” and the decline in the quoted price of our common stock. However, we determined that there were no triggering events that indicated 
potential impairment of our property and equipment for the three and nine months ended September 30, 2023 and 2022, respectively, and accordingly no 
impairment loss has been recorded.

 
Note 6.  Goodwill and Identifiable Intangibles 

 
The carrying amount of goodwill is summarized as follows (in thousands): 
 
 

       

  September 30,  December 31,
  2023  2022
Gross value  $  177,162  $  177,162
Accumulated impairment    (161,940)    (161,940)

Net  $  15,222  $  15,222
 
We perform an annual impairment analysis of goodwill as of December 31, or whenever there is a triggering event that indicates an impairment loss 

may have been incurred. As of September 30, 2023 and 2022, we did not identify any triggering events for Repeat Precision, our only reportable unit with 
goodwill, that would indicate potential impairment. Therefore, no goodwill impairment has been recorded for the three and nine months ended 
September 30, 2023 and 2022, respectively.

 
Identifiable intangibles by major asset class consist of the following (in thousands):
 
 

            
            

    September 30, 2023
  Estimated  Gross       
  Useful  Carrying  Accumulated  Net
  Lives (Years)  Amount  Amortization  Balance
Technology  1 - 20  $  3,958  $  (798) $  3,160
Customer relationships  10    4,100    (2,734)   1,366

Total amortizable intangible assets    $  8,058  $  (3,532) $  4,526
Technology - not subject to amortization  Indefinite    48    —    48

Total identifiable intangibles    $  8,106  $  (3,532) $  4,574
 
 

            
            

    December 31, 2022
  Estimated  Gross       
  Useful  Carrying  Accumulated  Net
  Lives (Years)  Amount  Amortization  Balance
Technology  1 - 20  $  3,958  $  (604) $  3,354
Customer relationships  10    4,100    (2,426)   1,674

Total amortizable intangible assets    $  8,058  $  (3,030) $  5,028
Technology - not subject to amortization  Indefinite    48    —    48

Total identifiable intangibles    $  8,106  $  (3,030) $  5,076
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Total amortization expense, which is associated with selling, general and administrative expenses on the condensed consolidated statements of 

operations, was $0.2 million for each of the three months ended September 30, 2023 and 2022 and $0.5 million for each of the nine months ended 
September 30, 2023 and 2022, respectively.

 
Identifiable intangibles are tested for impairment whenever events or changes in circumstances indicate that their carrying amount may not be 

recoverable. As of September 30, 2023, we evaluated potential triggering events, including the Texas Matter discussed in “Note 9. Commitments and 
Contingencies” and the decline in the quoted price of our common stock. However, we determined that there were no triggering events which indicated 
potential impairment of our intangibles, which are substantially related to our Repeat Precision asset group. Therefore, we did not record any impairment 
charges related to our identifiable intangibles for the three and nine months ended September 30, 2023 and 2022. 

 
Note 7.  Accrued Expenses 

 
Accrued expenses consist of the following as of September 30, 2023 and December 31, 2022 (in thousands):
 

       
       

  September 30,  December 31,
  2023  2022
Accrued payroll and bonus  $  2,342  $  3,227
Property and franchise taxes accrual    292    340
Severance and other termination benefits    473    —
Accrual for legal contingencies (See Note 9)    1,743    —
Accrued other miscellaneous liabilities    215    824

Total accrued expenses  $  5,065  $  4,391
 

In June 2023, we implemented efforts to streamline our tracer diagnostics operations, which involved employee terminations or relocations, as well as 
the consolidation of certain leased facilities. Similarly, Repeat Precision consolidated its two manufacturing facilities in Mexico. In connection with these 
efforts, we recognized severance and moving costs totaling $0.1 million and $0.4 million for the three and nine months ended September 30, 2023, 
respectively. As of September 30, 2023, we have not recognized any lease termination costs associated with these efforts, but we may incur such costs in 
the future if we decide to terminate the operating leases or cannot sublet the facilities. Repeat Precision has agreed to sublet the former facility in Mexico 
beginning in October 2023.

 
In July 2023, an executive officer and NCS agreed that he would leave his position. In connection therewith and pursuant to an employment 

agreement, we incurred severance and other charges of $1.0 million in July 2023. Of these charges, $0.4 million represents the acceleration of expense 
recognition under stock-based compensation arrangements because these long-term incentive awards will continue to vest in accordance with the 
underlying agreements, but there is no further service requirement. The cash payments to the former executive of $0.6 million commenced in July 2023 and 
we paid $0.1 million for the quarter ended September 30, 2023, resulting in a remaining severance and other termination benefits accrual of $0.5 million as 
of September 30, 2023. We expect this severance and other termination benefits liability to be fully paid by July 2024. 

 
 

 

Note 8.  Debt 
 
Our long-term debt consists of the following as of September 30, 2023 and December 31, 2022 (in thousands):
 
 

       
       

  September 30,  December 31,
  2023  2022
ABL Facility  $  —  $  —
Repeat Precision Promissory Note    —    56
Finance leases    8,298    7,870

Total debt   8,298    7,926
Less: current portion   (1,755)   (1,489)
Long-term debt $  6,543  $  6,437
 
The estimated fair value of total debt as of September 30, 2023 and December 31, 2022 was $7.0 million and $6.8 million, respectively. The fair value 

of the Repeat Precision Promissory Note (as defined below) approximated the carrying value due to a variable interest rate and the ability to repay the note 
at any time. The fair value of the finance leases was estimated using Level 2 inputs by calculating the sum of the discounted future interest and principal 
payments at our incremental borrowing rate through the date of maturity.
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Below is a description of our financing arrangements.
 

ABL Facility
 
On May 3, 2022, we entered into a secured asset-based revolving credit facility (the “ABL Facility”) under which credit availability is subject to a 

borrowing base calculation. The ABL Facility is governed by the Credit Agreement dated as of May 3, 2022, by and between NCS Multistage Holdings, 
Inc. (“NCSH”), Pioneer Investment, Inc. (“Pioneer”), NCS Multistage, LLC, NCS Multistage Inc. (“NCS Canada”), the other loan parties thereto, the 
lenders party thereto, and JPMorgan Chase Bank, N.A., as administrative agent and as a lender under the facility provided therein (the “Credit 
Agreement”). Concurrent with the entry into our Credit Agreement on May 3, 2022, our prior ABL facility was terminated as more fully described in our 
Annual Report.

 
The ABL Facility consists of a revolving credit facility in an aggregate principal amount of $35.0 million made available to borrowers, of which up to 

$10.0 million may be made in Canadian dollars and $7.5 million may be made available for letters of credit. Total borrowings available to the borrowers 
under the ABL Facility may be limited subject to a borrowing base calculated on the sum of cash in a specified pledged account, eligible accounts 
receivables and eligible inventory, provided it does not include the assets of Repeat Precision. Our available borrowing base under the ABL Facility at 
September 30, 2023 was $19.7 million. The ABL Facility will mature on May 3, 2027. As of September 30, 2023 and December 31, 2022, we had no 
outstanding indebtedness under the ABL Facility. 

 
Borrowings under the ABL Facility may be made in U.S. dollars with interest calculated using either the “ABR”, the “Adjusted Daily Simple SOFR” 

or the “Adjusted Term SOFR Rate”, and in Canadian dollars with interest calculated using the “Canadian Prime Rate” or the “CDOR Rate” (each as 
defined in the Credit Agreement). Borrowings bear interest plus a margin that varies depending on our leverage ratio as follows: (i) for ABR based loans, 
between 1.40% and 2.40%, and (ii) for Adjusted Daily Simple SOFR, Adjusted Term SOFR Rate, Canadian Prime Rate, and CDOR Rate, between 2.40% 
and 3.40%. We must also pay a monthly commitment fee of 0.25% to 0.50% per year, based on unused commitments. The applicable interest rate at 
September 30, 2023 was 7.7%. We incurred interest expense related to the ABL Facility, including commitment fees, of less than $0.1 million for each of 
the three months ended September 30, 2023 and 2022 and $0.2 million and $0.1 million for the nine months ended September 30, 2023 and 2022, 
respectively.

 
The obligations of the borrowers under the ABL Facility are guaranteed by NCSH and each of our U.S. and Canadian subsidiaries (other than Repeat 

Precision), as well as each of our future direct and indirect subsidiaries organized under the laws of the United States or Canada (subject to certain 
exceptions), and are secured by substantially all of the assets of NCSH and its subsidiaries, in each case, subject to certain exceptions and permitted liens. 

 
The Credit Agreement requires, as a condition to borrowing, that available cash on hand after borrowings does not exceed $10.0 million. The Credit 

Agreement also requires us to (i) maintain, for quarters during which liquidity is less than 20% of the aggregate revolving commitments, a fixed charge 
coverage ratio of at least 1.0 to 1.0 and (ii) to prepay advances to the extent that the outstanding loans and letter of credit amounts exceed the most recently 
calculated borrowing base. As of September 30, 2023, we were in compliance with these financial covenants. The Credit Agreement also contains 
customary affirmative and negative covenants, including, among other things, restrictions on the creation of liens, the incurrence of indebtedness, 
investments, dividends and other restricted payments, dispositions and transactions with affiliates. 

 
The Credit Agreement includes customary events of default for facilities of this type (with customary materiality thresholds and grace periods, as 

applicable). If an event of default occurs, the lenders party to the Credit Agreement may elect (after the expiration of any applicable notice or grace 
periods) to declare all outstanding borrowings under such facility, together with accrued and unpaid interest and other amounts payable thereunder, to be 
immediately due and payable. The lenders party to the Credit Agreement also have the right upon an event of default thereunder to terminate any 
commitments to provide further borrowings, or to provide additional financing in excess of the borrowing base limit, or to proceed against the collateral 
securing the ABL Facility.

 
We capitalized direct costs of $1.0 million in connection with the Credit Agreement, which are being amortized over the term of the ABL Facility 

using the straight-line method. Amortization of the deferred financing charges of $0.1 million for each of the three months ended September 30, 2023 and 
2022 and $0.2 million and $0.1 million for the nine months ended September 30, 2023 and 2022, respectively, was included in interest expense, net.
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Repeat Precision Promissory Note 
 

On February 16, 2018, Repeat Precision entered into a promissory note for an aggregate borrowing capacity of $4.3 million with Security State Bank 
& Trust, Fredericksburg (the “Repeat Precision Promissory Note”). The Repeat Precision Promissory Note has a one year term that has been renewed 
several times and is scheduled to mature on August 10, 2024. The note bears interest at a variable interest rate based on prime plus 1.00%. The applicable 
interest rate at September 30, 2023 was 9.5%. The Repeat Precision Promissory Note is collateralized by certain equipment, inventory and receivables of 
Repeat Precision. Total borrowings may be limited subject to a borrowing base calculation, which includes a portion of Repeat Precision’s eligible 
receivables, inventory and equipment. As of September 30, 2023, there was no outstanding indebtedness under the promissory note. As of 
December 31, 2022, Repeat Precision had $0.1 million of outstanding indebtedness under the promissory note. Repeat Precision’s indebtedness is 
guaranteed by Repeat Precision and is not guaranteed by any other NCS entity.

 
Finance Leases

 
We lease assets under finance lease arrangements including an office and laboratory in Tulsa, Oklahoma, as well as facilities in Odessa, Texas, and 

certain operating equipment and software. We also maintain a vehicle leasing arrangement with a fleet management company through which we lease light 
vehicles and trucks that meet the finance lease criteria.

 
 

Note 9.  Commitments and Contingencies 
 

Litigation 
 
In the ordinary course of our business, from time to time, we have various claims, lawsuits and administrative proceedings that are pending or 

threatened with respect to commercial, intellectual property and employee matters.
 
Texas Matter

 
NCS was a defendant in a lawsuit in the District Court of Winkler County, Texas, for which the trial began in late April 2023 (the “Texas Matter”). The 

lawsuit was filed in September 2019 by plaintiffs Boyd & McWilliams Energy Group, Inc. et. al. claiming damage to their wells in 2018 resulting from an 
alleged product defect related to components provided by a third-party supplier. On May 2, 2023, the jury returned a verdict against us, and included 
damages figures in favor of the plaintiff for $17.5 million and up to $42.5 million, net of amounts owed to us. On May 15, 2023, a judgment was rendered 
which awarded the plaintiffs total damages of $42.5 million, inclusive of pre-judgment interest, further subject to court costs and post-judgment interest. 
We believe that existing established case law supports a strong ground to appeal the judgment with regards to the proper measure of damages. We intend to 
appeal the judgment and believe we have strong arguments that may lead to a reversal of some or all the awarded damages. In addition, we expect a large 
portion, up to all, of any resultant liability to be covered by our insurance carrier. The parties in the Texas Matter, including our insurance carrier, attended a 
mediation meeting in late August 2023. While no agreement has yet been reached, all parties have continued with settlement negotiations. If the Texas 
Matter is not settled through the mediation effort, the appeals process could take more than a year and could result in a new trial or further appeals, which 
may not conclude for several years thereafter. 

 
As of September 30, 2023, we have accrued a provision for litigation of $40.8 million associated with the Texas Matter. This represents the total 

judgment rendered plus court costs, net of $2.0 million previously paid by our insurance carrier to the plaintiff. The judgment in the Texas Matter also 
included an award of post-judgment interest, to be calculated at 8%, compounded annually, until payment of the final judgment. This post-judgment 
interest totals approximately $1.2 million for the period May 16, 2023 through September 30, 2023. However, in light of mediation discussions, NCS’s 
intent to appeal the matter if not settled at a mutually-agreed amount that aligns with a more appropriate measure of damages, and the expectation that a 
large portion, up to all post-judgment interest will be covered by our insurance provider, we do not believe the payment of this post-judgment interest is 
probable, and therefore, have not accrued this amount as of September 30, 2023. If we successfully appeal or settle the Texas Matter for an amount less 
than the total judgment, we will reduce our accrual for legal contingencies and reverse such portion of the provision for litigation expense during the 
applicable period. Conversely, we could increase the accrual for legal contingencies and corresponding provision for liabilities if we determined that the 
payment of post-judgment interest is probable or if there are additional court fees associated with the Texas Matter.
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Further, except as noted above for the amounts previously paid by our insurance carrier in the Texas Matter, we have not recognized expected but 

unpaid insurance recoveries as an asset or an offsetting benefit to the provision for legal contingencies as of September 30, 2023. Any such insurance 
proceeds will reduce our accrual for legal contingencies and reverse such portion of the provision for litigation expense in the period received or when 
determined to be realizable.

 
Wyoming Matter
 
NCS was the defendant in a lawsuit in a state district court in Wyoming, which settled in August 2023 (the “Wyoming Matter”). The claim related to 

an alleged service issue by our personnel during completion operations. The parties agreed to a settlement that included a payment to the plaintiff of $2.0 
million, which was paid on NCS’s behalf under a policy of insurance and NCS received $0.6 million as reimbursement of unpaid invoices from the 
plaintiff. During the three months ended September 30, 2023, we reversed our previous accrual for this legal contingency of $1.7 million, and we recorded 
the benefit from payment of the aged invoices as other income in the accompanying condensed consolidated statement of operations. 

 
Canada Patent Matters
 
�On July 24, 2018, we filed a patent infringement lawsuit seeking unspecified damages against Kobold Corporation, Kobold Completions Inc. and 

2039974 Alberta Ltd. (“Kobold”) in the Federal Court of Canada (“Canada Court”), alleging that Kobold’s fracturing tools and methods infringe on several 
of our Canadian patents. On July 12, 2019, Kobold filed a counterclaim seeking unspecified damages alleging that our fracturing tools and 
methods infringe on their patent. The patent infringement litigation against Kobold and their counterclaim was heard in early 2022.

 
On October 10, 2023, the judge rendered a decision against us holding that our asserted patents are invalid and that we are infringing the Kobold 

asserted patent. The Canada Court ordered us to pay Kobold approximately $1.7 million ($2.4 million in Canadian dollars) in costs and disbursements, as 
well as taxes payable thereon, and granted an injunction prohibiting us from any further infringement of their patent. This amount is included in provision 
for litigation in the accompanying condensed consolidated statement of operations and in our accrued expenses in the accompanying condensed unaudited 
balance sheet. See “Note 7. Accrued Expenses”. 

 
We believe that applicable law supports strong grounds to appeal the decision by the Canada Court as well as to reduce the costs award significantly. 

We intend to appeal the judgment and believe we have strong arguments that may lead to a reversal of substantial portions of the decision. In addition, we 
do not know what damages, if any, the Canada Court will award to Kobold as the damages portion was bifurcated and will likely be heard by the Canada 
Court only after we complete our appeal of the liability phase. We expect the appeal to be heard in late 2024, and a decision granted in early to mid-2025. If 
we do not prevail in the appeal phase, we would expect any damages awarded to be more modest because of the relative ease and minimal cost in 
implementing changes to our product to comply with the injunction, with such changes having resulted to date in insignificant commercial impact. 

 
�On April 6, 2020, Kobold filed a separate patent infringement lawsuit seeking unspecified damages against us in Canadian Court, alleging that our 

fracturing tools infringe on their Canadian patents. In the summary judgment phase, we have successfully dismissed some of the asserted products. 
However, we were not able to dismiss all of the claims because there remained factual determinations that were not possible in a summary judgment 
proceeding for our other products. We believe we have strong arguments of invalidity and non-infringement in this matter. This patent infringement 
litigation has not yet been assigned a trial date.

 
Other Patent Matters
 
In connection with our patent infringement jury verdict against Nine Energy Services, Inc. (“Nine”), the Western District of Texas, Waco Division 

(“Waco District Court”) entered final judgment in June 2022 and awarded NCS approximately $0.5 million in damages for Nine’s infringement of U.S. 
Patent No. 10,465,445 (“the ’445 Patent”). At a hearing in December 2022, the Waco District Court announced it would be awarding hundreds of 
thousands of dollars in supplemental damages, interest, and costs and ordered Nine to pay an ongoing royalty for the sale of infringing casing flotation 
devices for the life of the ’445 Patent. In addition, in August 2022 in connection with our patent infringement jury verdict against TCO AS, the jury 
awarded NCS approximately $1.9 million in damages for TCO AS’s infringement of the ’445 Patent. The Waco District Court has entered the final 
judgment in that case, and we are seeking an award of ongoing royalties for TCO AS’s continued post-judgment infringement, supplemental damages, 
interest, and cost. Both cases remain subject to appeal. Therefore, we have not recorded any potential gain contingencies associated with these matters in 
the accompanying condensed consolidated statements of operations.
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In accordance with GAAP, we accrue for contingencies where the occurrence of a material loss is probable and can be reasonably estimated. Our legal 

contingencies may increase or decrease, on a matter-by-matter basis, to account for future developments. Although the outcome of any legal proceeding 
cannot be predicted with any certainty, our assessment of the likely outcome of litigation matters is based on our judgment of a number of factors, including 
experience with similar matters, past history, precedents, relevant financial information and other evidence and facts specific to each matter. 

 
Operating Leases 

 
In April 2023, we relocated to a new facility in Red Deer, Alberta, Canada, for which we recorded an operating lease right of use asset and leasehold 

improvement and corresponding liability of $1.7 million. This operating lease has a term of approximately five years.
 

Note 10.  Share-Based Compensation
 
During the nine months ended September 30, 2023, we granted 81,021 equity-classified restricted stock units (“RSUs”) with a weighted average grant 

date fair value of $24.49. We account for RSUs granted to employees at fair value, which we measure as the closing price of our common stock on the date 
of grant, and we recognize the compensation expense in the financial statements over the requisite service period. The RSUs granted to our employees 
generally vest over a period of three equal annual installments beginning on or around the anniversary of the date of grant. The RSUs granted to the 
members of our Board of Directors generally vest on the one year anniversary of the grant date and either settle at vesting or, if the director has elected to 
defer the RSUs, within thirty days following the earlier of the termination of the director’s service for any reason or a change of control. 

 
During the nine months ended September 30, 2023, we granted 90,041 equivalent stock units, or cash-settled, liability-classified RSUs (“ESUs”), with 

a weighted average grant date fair value of $24.49. When the ESUs are originally granted to employees, they are valued at fair value, which we measure as 
the closing price of our common stock on the date of grant. Since the ESUs will be settled in cash, we record a liability, which is remeasured each reporting 
period at fair value based upon the closing price of our common stock until the awards are settled. The ESUs generally vest and settle over a period of three 
equal annual installments beginning on or around the anniversary of the date of grant. The cash settled for any ESU will not exceed the maximum payout 
established by our Compensation, Nominating and Governance Committee of the Board of Directors. 

 
In addition, during the nine months ended September 30, 2023, we granted 13,681 performance stock unit awards (“PSUs”), which have a performance 

period from January 1, 2023 to December 31, 2025. The PSUs grant date fair value of $36.02 was measured using a Monte Carlo simulation. The number 
of PSUs ultimately issued under the program is dependent upon our total shareholder return relative to a performance peer group (“relative TSR”) over the 
three year performance period. Each PSU associated with the March 2023 award will settle for between zero and two shares of our common stock in the 
first quarter of 2026. The threshold performance level (25th percentile relative TSR) starts to earn PSUs, the mid-point performance level (50th percentile 
relative TSR) earns 100% of the target PSUs and the maximum performance level (90th percentile relative TSR) or greater earns 200% of the target PSUs.

 
Total share-based compensation expense for all awards was $1.7 million and $1.0 million for the three months ended September 30, 2023 and 2022, 

respectively, and $4.2 million and $4.5 million for the nine months ended September 30, 2023 and 2022, respectively.
 

Note 11.  Income Taxes
 

The computation of the annual estimated effective tax rate at each interim period requires certain estimates and assumptions including, but not limited 
to, the expected operating income (or loss) for the year, projections of the proportion of income (or loss) earned and taxed in foreign jurisdictions, 
permanent and temporary differences and the likelihood of recovering deferred tax assets generated in the current year. The accounting estimates used to 
compute the provision for income taxes may change as new events occur, more experience is acquired or additional information is obtained. The 
computation of the annual estimated effective tax rate includes applicable modifications, which were projected for the year, such as certain book expenses 
not deductible for tax, tax credits and foreign deemed dividends.

 
Our effective tax rate (“ETR”) from continuing operations was (15.0)% and (3.1)% for the three months ended September 30, 2023 and 2022, 

respectively, and 0.7% and 16.1% for the nine months ended September 30, 2023 and 2022, respectively. During these periods, our ETR differed from the 
statutory federal income tax rate primarily due to the tax effects of changes in valuation allowance on deferred tax assets not expected to be realized and the 
tax expense recorded related to stock awards and foreign taxes.
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Note 12.  Earnings (Loss) Per Common Share 
 
The following table presents the reconciliation of the numerator and denominator for calculating earnings (loss) per common share from net income 

(loss) (in thousands, except per share data): 
 
 

             
             

  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2023  2022  2023  2022
Numerator             

Net income (loss)  $  4,112  $  3,964  $  (42,960) $  (3,243)
Less: (loss) income attributable to non-controlling interest    (296)   29    (168)   (162)
Net income (loss) attributable to NCS Multistage Holdings, Inc.  $  4,408  $  3,935  $  (42,792) $  (3,081)
             

Denominator             
Basic weighted average number of shares    2,479    2,438    2,469    2,430
Dilutive effect of stock options, RSUs and PSUs    10    50    —    —
Diluted weighted average number of shares    2,489    2,488    2,469    2,430
             

Earnings (loss) per common share             
Basic  $  1.78  $  1.61  $  (17.33) $  (1.27)
Diluted  $  1.77  $  1.58  $  (17.33) $  (1.27)
             
Potentially dilutive securities excluded as anti-dilutive    114    210    147    275

 
 
 
 
 
 
 

Note 13.  Segment and Geographic Information
 
We have determined that we operate in one reportable segment that has been identified based on how our chief operating decision maker manages our 

business. See “Note 2. Revenues” for our disaggregated revenue by geographic area. 
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Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations 

 
The following discussion and analysis of our financial condition and results of operations should be read together with our financial statements and 

the related notes thereto included in this Quarterly Report on Form 10-Q (“Quarterly Report”) and with our audited financial statements and the related 
notes thereto included in our Annual Report on Form 10-K (“Annual Report”), filed with the Securities and Exchange Commission (the “SEC”). This 
discussion and analysis contains forward-looking statements regarding the industry outlook, estimates and assumptions concerning events and financial 
and industry trends that may affect our future results of operations or financial condition and other non-historical statements. These forward-looking 
statements are subject to numerous risks and uncertainties, including but not limited to the risks and uncertainties described in “—Cautionary Note 
Regarding Forward-Looking Statements” and “Risk Factors.” Our actual results may differ materially from those contained in or implied by these 
forward-looking statements. As used in this Quarterly Report, except where the context otherwise requires or where otherwise indicated, the terms 
“Company,” “NCS,” “we,” “our” and “us” refer to NCS Multistage Holdings, Inc.

 
Overview and Outlook

 
We are a leading provider of highly engineered products and support services that facilitate the optimization of oil and natural gas well construction, 

well completions and field development strategies. We provide our products and services primarily to exploration and production (“E&P”) companies for 
use in onshore and offshore wells, predominantly wells that have been drilled with horizontal laterals in both unconventional and conventional oil and 
natural gas formations. Our products and services are utilized in oil and natural gas basins throughout North America and in selected international markets, 
including Argentina, China, the Middle East and the North Sea. We provide our products and services to various customers, including leading large 
independent oil and natural gas companies and major oil companies.

 
Our primary offering is our fracturing systems products and services, which enable efficient pinpoint stimulation: the process of individually 

stimulating each entry point into a formation targeted by an oil or natural gas well. Our fracturing systems products and services can be used in both 
cemented and open-hole wellbores and enable our customers to precisely place stimulation treatments in a more controlled and repeatable manner as 
compared with traditional completion techniques. Our fracturing systems products and services are utilized in conjunction with third-party providers of 
pressure pumping, coiled tubing and other services. As an extension of fracturing systems, we offer enhanced recovery systems, which enable our 
customers to inject water, other fluids, or gases in a controlled manner with the objective of increasing the number of hydrocarbons produced from their 
assets. 

 
We own a 50% interest in Repeat Precision, LLC (“Repeat Precision”), which sells composite frac plugs, perforating guns and related products. We 

provide tracer diagnostics services for well completion and reservoir characterization that utilize downhole chemical and radioactive tracers. We sell 
products for well construction, including casing buoyancy systems, liner hanger systems and toe initiation sleeves. We operate in one reportable segment 
that has been identified based on how our chief operating decision maker manages our business.

 
Our products and services are primarily sold to North American E&P companies and our ability to generate revenues from our products and services 

depends upon oil and natural gas drilling and completion activity in North America. Oil and natural gas drilling and completion activity is directly 
influenced by oil and natural gas prices.

 
Based on E&P company activity to date and expected capital budgets for the remainder of 2023, and updated industry reports, we believe that annual 

average drilling and completion industry activity in Canada will be flat compared to the prior year level, which is lower than our original estimate in prior 
quarters as the industry activity has been slower than anticipated, and the activity in the United States will decline on average by 5% - 10% over that 
period. We continue to expect international industry activity to improve by over 10% in 2023 as compared to the prior year.

 
Oil and natural gas prices were volatile in 2022, and this volatility has continued into 2023. The ongoing war between Russia and Ukraine has played a 

significant role in this volatility, as the invasion by Russia in February 2022 led to increased prices. The impact of the war on pricing was somewhat 
mitigated by heightened uncertainty in demand and growing concerns about a global recession. Certain countries have agreed and extended voluntary crude 
oil output cuts to mitigate the impact of uncertain economic conditions on the oil market. See further discussion below on these voluntary output cuts. In 
addition, Hamas attacked Israel in October 2023 and the resulting Israeli-Hamas conflict could add to commodity price volatility if the war continues and 
escalates. 

 
We continue to face intense competitive pressure across all of our product and services offerings, which has and may continue to have a negative 

impact on market share and operating margins for certain product lines. Furthermore, this competitive pressure constrains our ability to raise prices in an 
inflationary environment. The competitive pressure for our fracturing system product line may increase as a result of the recent court decision which held 
certain of our Canadian patents to be invalid. The court also issued an injunction, for which, to comply, we have made minor product modifications. These 
modifications have had minimal, if any, cost or commercial impact on us, and we do not anticipate significant commercial impact, as a result thereof in the 
future. For further 
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discussion of this matter, please see “Note 9. Commitments and Contingencies” to the accompanying unaudited condensed consolidated financial 
statements for further discussion. 

 
Since late 2021, we have experienced modest disruptions to our supply chain, and higher prices for certain raw materials, including steel and 

chemicals, and purchased components and outsourced services. This cost inflation persisted throughout 2022 and has continued into 2023, though prices 
for steel have begun to moderate. Consequently, we qualified additional suppliers to fulfill our requirements for materials, components, and services to 
mitigate the risk of negative supply disruptions or prolonged delivery times. While we have increased customer prices because of our higher raw material 
and component costs, these price increases have not always fully offset our higher input costs and there has been a delay in our ability to do so. We also 
have experienced tight labor conditions which has led to increased employee turnover, delays in filling open positions and labor cost inflation, which have 
impacted both our cost of sales and selling, general and administrative (“SG&A”) expenses. This labor cost inflation increased throughout 2022 and 
continues into 2023, and has resulted in higher salaries, hourly pay rates and benefit costs. 

 
To counter inflationary pressures on the economy, central banks, including the U.S. Federal Reserve, have increased reference interest rates, an action 

which typically has the effect of increasing borrowing costs and restraining economic activity. While there has been a recent pause on further rate increases, 
the U.S. Federal Reserve could raise the referenced interest rates in the near term, which may add further stress on banking systems. There have been 
several noted regional bank failures in the United States during 2023. Although we have no direct exposure to these banks, there is a possibility that any 
resulting instability of the banking system could reduce the rate of global economic growth and might lead to a recessionary environment in certain 
economies, including Europe and the United States. Any decline in economic activity resulting from such actions could moderate or lower demand for oil 
and natural gas. 

 
Market Conditions
 

Oil and Natural Gas Drilling and Completion Activity
 
Oil and natural gas prices remain volatile, with WTI crude oil pricing decreasing in the first half of 2023 but then rising to an average WTI price of 

$82/BBL during the third quarter of 2023, compared to an average price of approximately $83/BBL during the fourth quarter of 2022. This increase in the 
third quarter of 2023 reflects the extension of crude oil production cuts of 1.3 MMBBL/D primarily by Saudi Arabia in addition to tightening oil markets 
and lower global inventories partially offset by a softer macroeconomic environment, which may lower demand. In 2022, to address the uncertain outlook 
in the global economic and oil markets, members of OPEC and certain other countries, including Russia (informally known as “OPEC+”) agreed to a 
collective voluntary oil production reduction of 2 MMBBL/D beginning in November 2022 through December 2023. During 2023, OPEC+ announced 
further output cuts through December 2023 as well as additional output cuts beginning in January 2024 through December 2024 that will limit production 
to a combined total of 40.5 MMBBL/D. In addition to the OPEC+ productions cuts, other countries, primarily Saudi Arabia, announced further reductions 
beginning in July 2023 through December 2023. 

 
Natural gas pricing also continues to be volatile and has decreased in 2023 to an average of $2.59 per MMBtu during the third quarter of 2023 

compared to an average of $5.55 per MMBtu during the fourth quarter of 2022. Realized natural gas prices for Canadian E&P customers are typically at a 
discount to U.S. Henry Hub pricing. In the second and third quarters of 2022, natural gas pricing in the United States was supported by increased demand 
for exports of liquified natural gas (“LNG”), especially for power generation in Europe and Asia, reflecting European demand for LNG sourced from the 
United States and other regions to offset supply historically provided by Russia. However, natural gas pricing has declined in 2023 due to the recent overall 
warm winter weather conditions and extended downtime at an LNG export facility, which has decreased near-term demand and led to robust levels of 
natural gas in storage, which has negatively impacted drilling and completion activity in certain regions, particularly in the United States. 

 
Sustained meaningful declines in commodity prices, or sustained periods when the local pricing received in regional markets is below benchmark 

pricing, known in the industry as high differentials, would be expected to lead North American E&P companies to reduce drilling and completion activity, 
which could negatively impact our business.
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Listed and depicted below are recent crude oil and natural gas pricing trends, as provided by the Energy Information Administration (“EIA”) of the 
U.S. Department of Energy:

 
 

          

  Average Price

Quarter Ended  
WTI Crude

  (per Bbl)  
Brent Crude

  (per Bbl)  
Henry Hub Natural Gas 

  (per MMBtu)
9/30/2022  $  93.06  $  100.71  $  8.03
12/31/2022    82.79    88.72    5.55
3/31/2023    75.93    81.07    2.64
6/30/2023    73.54    77.99    2.16
9/30/2023    82.25    86.65    2.59

 

 

 
Listed and depicted below are the average number of operating onshore rigs in the United States and in Canada per quarter since the third quarter of 

2022, as provided by Baker Hughes Company. The quarterly changes, particularly for the second quarter Canadian land rig count, can be partially 
attributed to seasonality of activity in that market:

 
 

       

  Average Drilling Rig Count
Quarter Ended  U.S. Land  Canada Land  North America Land

9/30/2022   744   198   942
12/31/2022   760   187   947
3/31/2023   744   221   965
6/30/2023   699   116   815
9/30/2023   630   187   817
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Over the past several years, North American E&P companies have been able to reduce their cost structures and have also utilized technologies, 

including ours, to increase efficiency and improve well performance. The average U.S. land rig count and completion activity continued to increase from 
lows reached in late 2020 until the fourth quarter of 2022. However, the average U.S. land rig count has declined by 17%, to 630, in the third quarter of 
2023 as compared to the fourth quarter of 2022, and has also declined by 15% compared to the same period in 2022. The average land rig count in Canada 
for the third quarter of 2023 was lower by 6% compared to the same period in 2022. We currently expect U.S. rig counts and completion activity in 2023 to 
decline from the prior year levels while the Canadian activity will remain flat.

 
A substantial portion of our business is subject to seasonality which results in quarterly variability. In Canada, we typically experience higher activity 

levels in the first quarter of each year, as our customers take advantage of the winter freeze to gain access to remote drilling and production areas. In the 
past, our revenue in Canada has declined during the second quarter due to warming weather conditions that result in thawing, softer ground, difficulty 
accessing well sites and road bans that curtail drilling and completion activity. Access to well sites typically improves throughout the third and fourth 
quarters in Canada, leading to activity levels that are higher than in the second quarter, but usually lower than activity in the first quarter. During the second 
quarter of 2023, access to well sites was further impacted by Canadian wildfires, a seasonal phenomenon, but more extensive in 2023 relative to prior 
years. These wildfires resulted in selected shut-ins of oil and natural gas production, which has negatively impacted certain of our customers cash flows, 
which has impacted drilling and completion activity in the third quarter of 2023 as compared to initial budgeted activity. Our business can be impacted by a 
reduction in customer activity during the winter holidays in late December and early January. In recent years, many customers in the United States and 
Canada exhausted their capital budgets prior to the end of the year, which can lead to reductions in drilling and completion activity during the fourth 
quarter. 

 
How We Generate Revenues

 
We derive our revenues from the sale of our fracturing systems and enhanced recovery systems products and the provision of related services, the sale 

of composite frac plugs, perforating guns and related products through Repeat Precision and from sales of our tracer diagnostics services, casing buoyancy 
systems, liner hanger systems and toe initiation sleeves products. 

 
Product sales represented 71% and 70% of our revenues for the three months ended September 30, 2023 and 2022, respectively, and 71% and 69% for 

the nine months ended September 30, 2023 and 2022, respectively. Most of our sales are on a just-in-time basis, as specified in individual purchase orders, 
with a fixed price for our products. We occasionally supply our customers with large orders that may be filled on negotiated terms. Services represented 
29% and 30% of our revenues for the three months ended September 30, 2023 and 2022, respectively, and 29% and 31% for the nine months ended 
September 30, 2023 and 2022, respectively. Services include our tool charges and associated services related to our fracturing systems and tracer 
diagnostics services. Services are provided at agreed upon rates to customers for the provision of our downhole frac isolation assembly, our personnel and 
for the provision of tracer diagnostics services.

 
During periods of low drilling and well completion activity or as may be needed to compete in certain markets, we may, in some instances, lower the 

prices of our products and services. Our revenues are also impacted by well complexity, since wells with more stages typically result in longer jobs which 
may increase revenue attributable to the use of more sliding sleeves or increase composite frac plug sales, and increase the volume of services we provide.

 
The percentages of our revenues derived from sales in Canada and denominated in Canadian dollars were approximately 74% and 71% for the three 

months ended September 30, 2023 and 2022, respectively, and approximately 68% and 66% for the nine months ended September 30, 2023 and 2022, 
respectively. Our Canadian contracts are typically invoiced in Canadian dollars; therefore, the effects of foreign currency fluctuations impact our revenues 
and are regularly monitored. A further strengthening of the U.S. dollar, 
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our reporting currency, relative to the Canadian dollar would result in lower reported revenues, partially offset by lower reported cost of sales and SG&A 
expenses. 

 
Although most of our sales are to North American E&P companies, we also have sales to customers outside of North America, and we expect sales to 

international customers to increase over time. These international sales are made through local NCS entities or to our local operating partners typically on a 
free on board or free carrier basis with a point of sale in the United States. Some of the locations in which we have operating partners or sales 
representatives include China and the Middle East. Our operating partners and representatives do not have authority to contractually bind NCS but market 
our products in their respective territories as part of their product or services offering.

 
Costs of Conducting our Business

 
Our cost of sales is comprised of expenses relating to the manufacture of our products in addition to the costs of our support services. Manufacturing 

cost of sales includes payments made to our suppliers for raw materials and payments made to machine shops for the manufacture of product components 
and finished assemblies and costs related to our employees that perform quality control analysis, assemble and test our products. In addition, Repeat 
Precision operates manufacturing facilities with supporting personnel in Mexico, which has allowed us to reduce our costs for certain product categories. 
We review forecasted activity levels in our business and either directly procure or support our vendors in procuring the required raw materials with 
sufficient lead time to meet our business requirements. We obtain certain chemicals utilized in our tracer diagnostics services business from suppliers in 
China, which are subject to tariffs that increase our cost of parts and components, although these tariffs have recently declined. Prices for certain raw 
materials, including steel and chemicals and for purchased components and outsourced services, have increased in recent years due to inflation, exacerbated 
by the impacts resulting from Russia’s continuing invasion of Ukraine, though prices for steel have begun to moderate. Cost of sales for support services 
includes compensation and benefit-related expenses for employees who provide direct revenue generating services to customers in addition to the costs 
incurred by these employees for travel and subsistence while on site. Cost of sales includes other variable manufacturing costs, such as shrinkage, 
obsolescence, revaluation and scrap related to our existing inventory and costs related to the chemicals used and laboratory analysis associated with our 
tracer diagnostics services. 

 
Our SG&A expenses are comprised of compensation expense, which includes compensation and benefit-related expenses for our employees who are 

not directly involved in revenue generating activities, including those involved in our research and development activities, as well as our general operating 
costs. These general operating costs include, but are not limited to: rent and occupancy for our facilities, information technology infrastructure services, 
software licensing, advertising and marketing, third party research and development, risk insurance and professional service fees for audit, legal and other 
consulting services. Our SG&A expenses also include litigation expenses, severance expenses and expected credit losses. 

 
The percentage of our operating costs denominated in Canadian dollars (including cost of sales and SG&A expenses but excluding depreciation and 

amortization expense) approximated 31% and 39% for the three months ended September 30, 2023 and 2022, respectively, and approximated 30% and 
26% for the nine months ended September 30, 2023 and 2022, respectively.
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Results of Operations 

 
Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022 
 
The following table summarizes our revenues and expenses for the periods presented (dollars in thousands):
 
 

 
             

  Three Months Ended       
  September 30,  Variance
  2023  2022  $  % (1)
Revenues             
Product sales  $  27,286  $  33,965  $  (6,679)   (19.7)%
Services    10,993    14,905    (3,912)   (26.2)%

Total revenues    38,279    48,870    (10,591)  (21.7)%
Cost of sales             
Cost of product sales, exclusive of depreciation 
    and amortization expense shown below    17,118    20,754    (3,636)  (17.5)%
Cost of services, exclusive of depreciation 
    and amortization expense shown below    5,449    7,640    (2,191)  (28.7)%

Total cost of sales, exclusive of depreciation 
     and amortization expense shown below    22,567    28,394    (5,827)  (20.5)%

Selling, general and administrative expenses    12,669    15,379    (2,710)  (17.6)%
Depreciation    1,001    882    119   13.5 %
Amortization    168    168    —   — %

Income from operations    1,874    4,047    (2,173)  (53.7)%
Other income (expense)             
Interest expense, net    (27)   (204)   177   86.8 %
Provision for litigation, net of recoveries    (98)   —    (98)  (100.0)%
Other income, net    1,983    564    1,419   251.6 %
Foreign currency exchange loss, net    (157)   (563)   406   72.1 %

Total other income (expense)    1,701    (203)   1,904  NM 
Income before income tax    3,575    3,844    (269)  (7.0)%
Income tax benefit    (537)   (120)   (417)  (347.5)%

Net income    4,112    3,964    148   3.7 %
Net (loss) income attributable to non-controlling interest    (296)   29    (325) NM 
Net income attributable to 
    NCS Multistage Holdings, Inc.  $  4,408  $  3,935  $  473   12.0 %
________________
(1) NM – Percentage not meaningful
 

Revenues 
 
Revenues were $38.3 million for the three months ended September 30, 2023 as compared to $48.9 million for the three months ended September 30, 

2022. This decrease reflects lower Canadian and U.S. product sales and services revenues and lower international services revenues, partially offset by an 
increase in international product sales. These results were impacted by lower activity levels in 2023 compared to the prior period. The average rig counts in 
Canada and the United States decreased in the third quarter of 2023 by 6% and 15%, respectively, compared to the same period in 2022. Sales of our 
products in the United States continue to be affected by lower natural gas prices, which had a negative impact on customer activity levels, and sales in 
Canada were primarily impacted by the commodity price volatility and continuing effect of the Canadian wildfires in 2023. The decreases in revenue were 
partially offset by favorable pricing for some of our offerings. Overall, product sales for the three months ended September 30, 2023 were $27.3 million as 
compared to $34.0 million for the three months ended September 30, 2022. Services revenues totaled $11.0 million as compared to $14.9 million for the 
same periods. 

 
Cost of sales 
 
Cost of sales was $22.6 million, or 59.0% of revenues, for the three months ended September 30, 2023 as compared to $28.4 million, or 58.1% of 

revenues, for the three months ended September 30, 2022. The increase in the cost of sales as a percentage of revenues was primarily due to lower product 
sales volumes, impacted by a general decrease in activity level in the industry, as well as ongoing inflationary pressures, leading to increased operating 
costs. The increase was partially offset by improved pricing for our products and services. For the three months ended September 30, 2023, cost of product 
sales was $17.1 million, or 62.7% of product sales revenue, and cost of services was $5.4 million, or 49.6% of services revenue. For the three months 
ended September 30, 2022, 
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cost of product sales was $20.8 million, or 61.1% of product sales revenue, and cost of services was $7.6 million, or 51.3% of services revenue.

 
Selling, general and administrative expenses
 
Selling, general and administrative expenses were $12.7 million for the three months ended September 30, 2023 as compared to $15.4 million for the 

three months ended September 30, 2022. This decrease in expense reflects a decline in relative annual incentive bonus accruals year-over-year of $2.3 
million and lower professional fees of $1.8 million. These decreases were partially offset by an increase in severance charges of $0.6 million primarily 
associated with the departure of a former executive, which also contributed to an increase in share-based compensation of $0.7 million as discussed in 
“Note 7. Accrued Expenses” in the accompanying unaudited consolidated financial statements. 

 
Provision for litigation, net of recoveries
 
During the three months ended September 30, 2023, the Wyoming Matter was settled, whereby the plaintiff received $2.0 million, which was paid on 

NCS’s behalf under a policy of insurance, and the plaintiff agreed to reimburse NCS for unpaid invoices totaling $0.6 million, which was included in other 
income, net in the accompanying statement of operations. Consequently, we reversed the accrual for legal contingencies associated with this matter which 
totaled $1.7 million. In addition, in October 2023 the Canada Court ordered us to pay $1.7 million ($2.4 million in Canadian dollars) of legal fees 
associated with a patent infringement case, which we accrued during the three months ended September 30, 2023. See “Note 9. Commitments and 
Contingencies” to the accompanying unaudited condensed consolidated financial statements for further discussion.

 
Other income, net 
 
Other income, net was $2.0 million for the three months ended September 30, 2023 as compared to $0.6 million for the three months ended 

September 30, 2022. This change was largely due to the recovery of unpaid invoices through settlement of the Wyoming Matter, as discussed above, as 
well as an increase in royalty income and scrap sales, and $0.1 million was associated with a technical services and assistance agreement.

 
Foreign currency exchange loss, net 
 
Foreign currency exchange loss, net was $0.2 million for the three months ended September 30, 2023 as compared to $0.6 million for the three months 

ended September 30, 2022. The change was due to the movement in the foreign currency exchange rates between the periods, primarily the Canadian dollar 
relative to the U.S. dollar.

 
Income tax benefit
 
Income tax benefit was $0.5 million for the three months ended September 30, 2023 as compared to $0.1 million for the three months ended 

September 30, 2022. Included in the amount for the three months ended September 30, 2023 was a tax benefit of $0.9 million related to a change in the 
valuation allowance on deferred tax assets not expected to be realized and a tax benefit of $0.1 million related to foreign taxes. Included in the amount for 
the three months ended September 30, 2022 was a tax benefit of $1.0 million related to a decrease in the valuation allowance on deferred tax assets not 
expected to be realized and a tax benefit of $0.4 million related to foreign taxes.
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Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022 
 
The following table summarizes our revenues and expenses for the periods presented (dollars in thousands):
 
 

             

  Nine Months Ended       
  September 30,  Variance
  2023  2022  $  % (1)
Revenues             
Product sales  $  76,149  $  79,549  $  (3,400)   (4.3)%
Services    31,075    35,897    (4,822)   (13.4)%

Total revenues    107,224    115,446    (8,222)  (7.1)%
Cost of sales             
Cost of product sales, exclusive of depreciation 

     and amortization expense shown below    47,945    51,910    (3,965)  (7.6)%
Cost of services, exclusive of depreciation 

     and amortization expense shown below    16,564    19,210    (2,646)  (13.8)%
Total cost of sales, exclusive of depreciation 

      and amortization expense shown below    64,509    71,120    (6,611)  (9.3)%
Selling, general and administrative expenses    43,297    45,148    (1,851)  (4.1)%
Depreciation    2,892    2,742    150   5.5 %
Amortization    502    502    —   — %

Loss from operations    (3,976)   (4,066)   90   2.2 %
Other income (expense)             
Interest expense, net    (447)   (794)   347   43.7 %
Provision for litigation, net of recoveries    (42,498)   —    (42,498)  (100.0)%
Other income, net    3,753    1,556    2,197   141.2 %
Foreign currency exchange loss, net    (79)   (562)   483   85.9 %

Total other (expense) income    (39,271)   200    (39,471) NM 
Loss before income tax    (43,247)   (3,866)   (39,381) NM 
Income tax benefit    (287)   (623)   336   53.9 %

Net loss    (42,960)   (3,243)   (39,717) NM 
Net loss attributable to non-controlling interest    (168)   (162)   (6)  (3.7)%
Net loss attributable to 

     NCS Multistage Holdings, Inc.  $  (42,792) $  (3,081) $  (39,711) NM 
________________
(1) NM – Percentage not meaningful

 
Revenues 
 
Revenues were $107.2 million for the nine months ended September 30, 2023 as compared to $115.4 million for the nine months ended September 30, 

2022. This decrease reflected lower U.S., and to a lesser extent Canadian, product sales as well as a decrease in Canadian and international services activity, 
partially offset by increases in U.S. services activity and international product sales. The overall decrease in revenues largely resulted from declining 
industry drilling and completion activity throughout the first nine months of 2023 as compared to 2022, particularly in the United States, for which lower 
natural gas pricing was a contributing factor. Canadian sales during 2023 were tempered by the effect of the Canadian wildfires which primarily impacted 
the second quarter of 2023, but contributed to some operators delaying or forgoing projects. The decreased revenue was partially offset by favorable pricing 
for some of our products. Product sales for the nine months ended September 30, 2023 were $76.1 million as compared to $79.5 million for the nine 
months ended September 30, 2022. Services revenues totaled $31.1 million as compared to $35.9 million for the same periods. 

 
Cost of sales 
 
Cost of sales was $64.5 million, or 60.2% of revenues, for the nine months ended September 30, 2023 as compared to $71.1 million, or 61.6% of 

revenues, for the nine months ended September 30, 2022. The decrease in the cost of sales as a percentage of revenues was due to favorable pricing for 
some of our products and services, as well as improved utilization of manufacturing capacity and field service personnel. However, this improvement was 
partially offset by ongoing inflationary pressures, leading to increased operating costs, and certain expenses associated with consolidations undertaken in 
June 2023 of our tracer diagnostics business and Repeat Precision’s manufacturing operations in Mexico, as discussed in “Note 7. Accrued Expenses” in 
the accompanying unaudited consolidated financial statements. Cost of product sales was $47.9 million, or 63.0% of product sales revenue, and cost of 
services was $16.6 million, or 53.3% of services revenue, for the nine months ended September 30, 2023. For the 
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nine months ended September 30, 2022, cost of product sales was $51.9 million, or 65.3% of product sales revenue, and cost of services was $19.2 million, 
or 53.5% of services revenue.

 
Selling, general and administrative expenses
 
Selling, general and administrative expenses were $43.3 million for the nine months ended September 30, 2023 as compared to $45.1 million for the 

nine months ended September 30, 2022. This decrease in expense reflects lower professional fees of $3.5 million and a decrease in the annual incentive 
bonus accrual of $1.3 million as compared to the prior year. The lower expense was partially offset by higher compensation and benefit costs of $1.6 
million primarily associated with salary increases implemented during the first quarter of 2023 and increased headcount. In addition, we recorded severance 
costs of $0.8 million associated with our tracer diagnostics business consolidation efforts and the departure of a former executive officer as discussed in 
“Note 7. Accrued Expenses” in the accompanying unaudited consolidated financial statements. 

 
Provision for litigation, net of recoveries
 
The provision for litigation, net of recoveries totaled $42.5 million for the nine months ended September 30, 2023, which represents a provision related 

to the judgment of $40.8 million rendered in May 2023 in the Texas Matter. In addition, in October 2023 the Canada Court ordered us to pay $1.7 million 
($2.4 million in Canadian dollars) of legal fees associated with a patent infringement case. See Note 9, “Commitments and Contingencies” to the 
accompanying unaudited condensed consolidated financial statements for further discussion.

 
Other income, net 
 
Other income, net was $3.8 million for the nine months ended September 30, 2023 as compared to $1.6 million for the nine months ended 

September 30, 2022. This change reflects the recovery of $0.6 million of unpaid invoices associated with the Wyoming Matter, as discussed above, as well 
as an increase in royalty income and scrap sales, and $0.5 million was associated with a technical services and assistance agreement.

 
Foreign currency exchange loss, net 
 
Foreign currency exchange loss, net was $0.1 million for the nine months ended September 30, 2023 as compared to $0.6 million for the nine months 

ended September 30, 2022. The change was due to the movement in the foreign currency exchange rates between the periods, primarily the Canadian dollar 
relative to the U.S. dollar.

 
Income tax benefit
 
Income tax benefit was $0.3 million for the nine months ended September 30, 2023 as compared to $0.6 million for the nine months ended 

September 30, 2022. Included in the amount for the nine months ended September 30, 2023 was a tax expense of $8.7 million related to an increase in the 
valuation allowance on deferred tax assets not expected to be realized, tax expense of $0.3 million related to stock awards, and a tax benefit of $0.6 million 
related to foreign taxes. Included in the amount for the nine months ended September 30, 2022 was a tax benefit of $0.4 million related to a decrease in the 
valuation allowance on deferred tax assets not expected to be realized, tax expense of $0.7 million related to stock awards, and a tax benefit of $0.3 million 
related to foreign taxes.

 
Liquidity and Capital Resources 

 
Our primary sources of liquidity are our existing cash and cash equivalents, cash flows from operations and potential borrowings under our ABL 

Facility and the Repeat Precision Promissory Note (as defined below). As of September 30, 2023, we had cash and cash equivalents of $11.4 million, and 
total outstanding indebtedness of $8.3 million related to finance lease obligations. Our secured asset-based revolving credit facility (the “ABL Facility”) 
consists of an asset-based revolving credit facility in an aggregate principal amount of $35.0 million. Total borrowings are limited to a borrowing base 
calculated on the sum of cash in a specified pledged account, eligible accounts receivable and eligible inventory, provided it does not include credit for the 
assets of Repeat Precision. At September 30, 2023, our borrowing base under the ABL Facility was $19.7 million, with no outstanding borrowings. The 
amount available to be drawn under the ABL Facility may decline from current levels due to reductions in our borrowing base or a springing financial 
covenant if our business were to be adversely impacted by a decline in market conditions. 

 
In addition, Repeat Precision’s promissory note with Security State Bank & Trust, Fredericksburg (the “Repeat Precision Promissory Note”) has total 

aggregate borrowing capacity of $4.3 million. As of September 30, 2023, Repeat Precision had no outstanding indebtedness under the promissory note. 
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We believe that our cash on hand, cash flows from operations and potential borrowings under our ABL Facility and the Repeat Precision Promissory 
Note will be sufficient to fund our capital expenditure and liquidity requirements for the next twelve months and after. Our principal liquidity needs have 
been, and are expected to continue to be, capital expenditures, working capital, debt service and potential mergers and acquisitions. 

 
As further described at “Note 9. Commitments and Contingencies,” we recorded a loss of $42.5 million during the nine months ended September 30, 

2023, primarily associated with the Texas Matter. We intend to appeal the judgment on the Texas Matter and believe we have strong arguments that may 
lead to a reversal of some or all of the awarded damages. The parties, including our insurance carrier, also attended an initial mediation meeting in late 
August 2023. While no agreement has yet been reached, all parties have continued with settlement negotiations. Additionally, while we expect a large 
portion, up to all, of any resultant liability to be covered by our insurance carrier, we have not recognized the expected insurance recoveries, other than 
amounts previously paid by our insurance carrier to the plaintiff, as an asset or an offsetting benefit to the provision for legal contingencies as of September 
30, 2023. While the outcome of our Texas Matter cannot be predicted with any certainty, based on a consideration of relevant facts and circumstances, our 
management currently does not expect that the results of this Texas Matter, considering our intent to appeal the judgment and our expected insurance 
recoveries, will have a material adverse effect on our liquidity.

 
We do not believe this loss contingency constitutes an event of default, as defined under the Credit Agreement, and therefore we remain in compliance 

with our financial covenants as of September 30, 2023. We believe our insurance coverage, supplemented with our cash on hand and current borrowing 
capacity would provide sufficient funding to settle any resulting outstanding obligations, and to provide adequate funding for the ensuing twelve-month 
period. However, if our insurance provider were to deny coverage or no longer fund the ongoing litigation, including legal fees or the bond for the appeals 
process, we may need to use our cash on hand and availability under our revolving line of credit to do so. While this result is currently unexpected, if we 
had to pay, this would significantly limit the amount of cash on hand and availability under our ABL Facility to support our ongoing liquidity requirements 
and could result in an event of default or require additional and more frequent reporting burdens and impose restrictions on cash usage under our ABL 
Facility. 

 
Our capital expenditures for the nine months ended September 30, 2023 and 2022 were $2.0 million and $0.8 million, respectively. We plan to incur 

approximately $2 million to $3 million in capital expenditures during 2023, which includes (i) upgrades to our tracer diagnostics deployment and sampling 
equipment, (ii) machining equipment at Repeat Precision, (iii) upgrades to our manufacturing and field service equipment to support North American 
fracturing systems and well construction businesses, (iv) new computers and engineering workstations and (v) software development and implementation. 

 
To the extent we require additional liquidity to fund our capital requirements, including our finance lease obligations, or repay existing indebtedness, 

we would expect to obtain it through the incurrence of additional indebtedness, the proceeds of equity issuances, or a combination thereof. We cannot 
provide assurance that we will be able to obtain this additional liquidity on reasonable terms, or at all. Our liquidity and ability to meet our obligations and 
fund capital requirements also depend on our future financial performance including the ability to manage costs, which is subject to general economic, 
financial and other factors that are beyond our control. Accordingly, we cannot provide assurance that our business will generate sufficient cash flow from 
operations or that funds will be available from additional indebtedness, the capital markets or otherwise to meet our liquidity needs. If we decide to pursue 
one or more significant acquisitions, we may incur additional debt or sell equity to finance such acquisitions, which could result in incremental expenses or 
dilution.

 
Cash Flows 
 
The following table provides a summary of cash flows from operating, investing and financing activities for the periods presented (in thousands):
 

       
       

  Nine Months Ended
  September 30,
  2023  2022
Net cash used in operating activities  $  (1,446) $  (9,036)
Net cash used in investing activities    (1,513)   (440)
Net cash used in financing activities    (1,480)   (2,387)
Effect of exchange rate changes on cash and cash equivalents    (397)   (428)
Net change in cash and cash equivalents  $  (4,836) $  (12,291)

 
Operating Activities 
 
Net cash used in operating activities was $1.4 million and $9.0 million for the nine months ended September 30, 2023 and 2022, respectively. The 

improvement in cash flow was primarily driven by lower net loss in the first nine months of September 2023 
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(excluding the non-cash provision for litigation, net of recoveries) as compared to the same period in 2022, as well as the change in accounts receivable for 
the comparative periods, reflecting lower sales activity in 2023 and favorable collections experience, and lower payments related to cash-settled share-
based compensation. Partially offsetting these items was an incremental investment in inventory in 2023. 

 
Investing Activities
 
Net cash used in investing activities was $1.5 million and $0.4 million for the nine months ended September 30, 2023 and 2022, respectively, 

reflecting increases in investment in property and equipment and software and technology. 
 
Financing Activities
 
Net cash used in financing activities was $1.5 million and $2.4 million for the nine months ended September 30, 2023 and 2022. Our primary uses of 

funds for the nine months ended September 30, 2023 and 2022 were principal payments of $1.2 million and $1.1 million, respectively, related to our 
finance leases, payments of $0.3 million and $0.4 million, respectively, for treasury shares withheld to settle withholding tax requirements for equity-settled 
share-based compensation, and payments of $0.9 million for the nine months ended September 30, 2022 for deferred costs related to our ABL Facility. 

 
Material Cash Requirements 
 
Except for primarily the Texas Matter and operating lease as discussed in “Note 9. Commitments and Contingencies” to our unaudited condensed 

consolidated financial statements, there have been no significant changes in our material cash requirements from those disclosed in the Annual Report for 
the year ended December 31, 2022.

 
Critical Accounting Estimates

 
There are no material changes to our critical accounting estimates from those included in the Annual Report for the year ended December 31, 2022. 
 

Recently Issued Accounting Pronouncement
 

See “Note 1. Basis of Presentation” to our unaudited condensed consolidated financial statements for a discussion of the recent accounting 
pronouncement issued by the Financial Accounting Standards Board.

 
Smaller Reporting Company Status 
 

We are a “smaller reporting company” as defined by Section 12b-2 of the Exchange Act, meaning that we are not an investment company, an asset-
backed issuer, or a majority-owned subsidiary of a parent company that is not a smaller reporting company and have a public float of less than $250 
million. As a smaller reporting company, we may take advantage of specified reduced reporting and other burdens that are otherwise applicable generally to 
public companies that do not qualify for the classification, including among other things, providing only two years of audited financial statements.
 
Cautionary Note Regarding Forward-Looking Statements 
 

This Quarterly Report includes certain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. 
Forward-looking statements can be identified by words such as “anticipates,” “intends,” “plans,” “seeks,” “believes,” “estimates,” “expects” and similar 
references to future periods, or by the inclusion of forecasts or projections. Examples of forward-looking statements include, but are not limited to, 
statements we make regarding the outlook for our future business and financial performance and insurance coverage and appellate prospects for litigation 
matters, such as those contained in Item 2. “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

 
Forward-looking statements are based on our current expectations and assumptions regarding our business, the economy and other future conditions. 

Because forward-looking statements relate to the future, by their nature, they are subject to inherent uncertainties, risks and changes in circumstances that 
are difficult to predict. As a result, our actual results may differ materially from those contemplated by the forward-looking statements. Important factors 
that could cause our actual results to differ materially from those in the forward-looking statements include regional, national or global political, economic, 
business, competitive, market and regulatory conditions and the following:

� declines in the level of oil and natural gas E&P activity in Canada, the United States and internationally;

� oil and natural gas price fluctuations;
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� significant competition for our products and services that results in pricing pressures, reduced sales, or reduced market share;

�  our inability to successfully develop and implement new technologies, products and services that align with the needs of our customers, including 
addressing the shift to more non-traditional energy markets as part of the energy transition;

� inability to successfully implement our strategy of increasing sales of products and services into the U.S. and international markets;

� loss of significant customers;

� our inability to protect and maintain critical intellectual property assets or losses and liabilities from adverse decisions in intellectual property 
disputes;

� losses and liabilities from uninsured or underinsured business activities and litigation;

� our failure to identify and consummate potential acquisitions;

� our inability to integrate or realize the expected benefits from acquisitions;

� loss of any of our key suppliers or significant disruptions negatively impacting our supply chain;

� our inability to achieve suitable price increases to offset the impacts of cost inflation;

� risks in attracting and retaining qualified employees and key personnel or related to labor cost inflation;

� risks resulting from the operations of our joint venture arrangement;

� currency exchange rate fluctuations;

� uncertainties relating to the recent bank failures and Federal Deposit Insurance Corporation response;

� impact of severe weather conditions and the Canadian wildfires;

� restrictions on the availability of our customers to obtain water essential to the drilling and hydraulic fracturing processes;

� changes in legislation or regulation governing the oil and natural gas industry, including restrictions on emissions of greenhouse gases;

� our inability to meet regulatory requirements for use of certain chemicals by our tracer diagnostics business; 

� change in trade policy, including the impact of tariffs;

� our inability to accurately predict customer demand, which may result in us holding excess or obsolete inventory;

� failure to comply with or changes to federal, state and local and non-U.S. laws and other regulations, including anti-corruption and environmental 
regulations, guidelines and regulations for the use of explosives;

� the financial health of our customers including their ability to pay for products or services provided;

� loss of our information and computer systems;

� system interruptions or failures, including complications with our enterprise resource planning system, cyber security breaches, identity theft or 
other disruptions that could compromise our information;

� impairment in the carrying value of long-lived assets including goodwill;

� our failure to establish and maintain effective internal control over financial reporting;

� the reduction in our ABL Facility borrowing base or our inability to comply with the covenants in our debt agreements; and

� our inability to obtain sufficient liquidity on reasonable terms, or at all.
 

For the reasons described above, as well as factors identified in “Item 1A. Risk Factors” in this Quarterly Report and the section of the Annual Report 
entitled “Risk Factors,” we caution you against relying on any forward-looking statements. Any forward-looking statement made by us in this Quarterly 
Report speaks only as of the date on which we make it. Factors or events that could cause our actual results to differ may emerge from time to time, and it 
is not possible for us to predict all of them. We undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of 
new information, future developments or otherwise, except as may be required by law.
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Item 3.  Quantitative and Qualitative Disclosures About Market Risk 
 

For our quantitative and qualitative disclosures about market risk, see Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” in our 
Annual Report for the year ended December 31, 2022. Our exposure to market risk has not changed materially since December 31, 2022. 

 
Item 4.  Controls and Procedures 

 
Evaluation of Disclosure Controls and Procedures

 
Our management, including our Chief Executive Officer and Chief Financial Officer, conducted an evaluation of the effectiveness of our disclosure 

controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of September 30, 2023. Based on this evaluation, our 
Chief Executive Officer and Chief Financial Officer, concluded that, as of September 30, 2023, our disclosure controls and procedures were effective to 
provide reasonable assurance that information required to be disclosed in the reports we file or submit under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms and that such information is accumulated and communicated to 
management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.
 
Changes in Internal Control Over Financial Reporting

 
There were no changes to our internal control over financial reporting that occurred during the quarter ended September 30, 2023 that have materially 

affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
 

Item 1. Legal Proceedings
 
See “Note 9. Commitments and Contingencies” of our unaudited condensed consolidated financial statements for further information regarding our 

legal proceedings.
 

Item 1A.  Risk Factors
 
There have been no material changes from the risk factors disclosed in our Annual Report for the year ended December 31, 2022.
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Item 6.  Exhibits 
 
 
 
    

Exhibit   
No.  Description

* 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.

** 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.

*** 101.INS  XBRL Instance Document
*** 101.SCH  XBRL Taxonomy Extension Schema
*** 101.CAL  XBRL Taxonomy Extension Calculation Linkbase
*** 101.DEF  XBRL Taxonomy Extension Definition Linkbase
*** 101.LAB  XBRL Taxonomy Extension Label Linkbase
*** 101.PRE  XBRL Taxonomy Extension Presentation Linkbase
*** 104 Cover Page Interactive Data File (formatted in iXBRL and contained in Exhibit 101)

   
*   Filed herewith.

**   Furnished herewith.
***   Submitted electronically with this Report.
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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.
 

    

    
Date: October 31, 2023  NCS Multistage Holdings, Inc.
      
   By:   /s/ Mike Morrison
     Mike Morrison
     Chief Financial Officer
      
   (Principal Financial Officer and Authorized
   Signatory)
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER  
 PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)   

 OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
 
I, Ryan Hummer, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q (this “report”) of NCS Multistage Holdings, Inc. (the “registrant”);
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:  October 31, 2023 
 
 
/s/ Ryan Hummer  
Ryan Hummer  
Chief Executive Officer  
 

 



 
EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER  
 PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)   

 OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
 

I, Mike Morrison, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q (this “report”) of NCS Multistage Holdings, Inc. (the “registrant”);
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:  October 31, 2023
 
 
/s/ Mike Morrison  
Mike Morrison  
Chief Financial Officer  
 

 



 
EXHIBIT 32.1

 
CERTIFICATION OF   

CHIEF EXECUTIVE OFFICER UNDER SECTION 906 OF THE   
SARBANES OXLEY ACT OF 2002, 18 U.S.C. § 1350

In connection with the Quarterly Report of NCS Multistage Holdings, Inc. (the “Company”) on Form 10-Q for the period
ended September  30, 2023 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Ryan
Hummer, Chief Executive Officer and Director 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, to my knowledge:
 

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

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

operations of the Company.
 

 

October 31, 2023 /s/ Ryan Hummer

 Ryan Hummer
 Chief Executive Officer 

 
 

 



 
EXHIBIT 32.2

 
CERTIFICATION OF   

CHIEF FINANCIAL OFFICER UNDER SECTION 906 OF THE   
SARBANES OXLEY ACT OF 2002, 18 U.S.C. § 1350

In connection with the Quarterly Report of NCS Multistage Holdings, Inc. (the “Company”) on Form 10-Q for the period ended
September 30, 2023 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Mike Morrison,
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, to my knowledge:
 

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

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

 
 

October 31, 2023 /s/ Mike Morrison

 Mike Morrison
 Chief Financial Officer 

 

 


