














market share opportunities, we expect the Gas Ultilities sector to continue to have steady growth in the coming years. Additionally, due
to its reduced dependency on energy demand and commodity prices this sector is less volatile than the others.

Downstream and Industrial

Downstream and Industrial sector generated 10% of our total Company revenue for 2025 and increased 41% from 2024. We expect
this sector to deliver strong growth in the coming years driven by increased customer activity levels related to maintenance, repair and
operations (“MRO”) activities, project turnaround activity in refineries and chemical plants and new energy transition related projects.
Additionally, we have expanded into new markets, including mining and data centers. We are also negotiating master service
agreements with targeted owners and subcontractors for PVF work in new data center cooling systems. While still early, we are seeing
encouraging momentum in both areas. This sector has a significant amount of project activity, which can create substantial variability
between quarters.

The outlook for energy transition projects within the Downstream and Industrial sector is supported by government incentives and
policies. Many of our customers have made commitments to net zero emissions to address climate change. Our customer base
represents many of the primary leaders in the energy transition movement, and they are positioned to lead the effort to decarbonize
through nearer-term efforts such as renewable or biodiesel refineries and offshore wind power generation as well as longer-term
efforts such as carbon capture and storage and hydrogen. However, as U.S. government support is waning for these projects even
while European government support continues, we are monitoring our customers plans for, and the pace of development of, these
projects.

Supply Chain

Occasionally, the U.S. imposes tariffs on certain imported products that we distribute. These tariffs typically lead to an increase in the
prices we pay for these products. Despite these cost pressures, we are generally able to mitigate the impact by leveraging our long-
standing relationships with suppliers and the substantial volume of our purchases. These factors enable us to secure market-
competitive pricing even in the face of rising costs.

Our supply chain expertise, strong relationships with key suppliers, and effective inventory management allow us to navigate both
inflationary and deflationary market conditions. This strategic approach ensures that we can maintain stability in our operations
despite external economic pressures. Furthermore, our contracts with customers typically include provisions that allow us to respond
quickly to price increases. These contractual mechanisms enable us to pass along cost increases to our customers.

It is important to note that these challenges are dynamic and continue to evolve. If additional pricing fluctuations arise due to tariffs or
quotas, the ultimate effect on our revenue and cost of products—which are determined using the LIFO inventory costing
methodology—remains uncertain and subject to volatility.

Operating Environment Overview

Our results are dependent on, among other factors, the level of worldwide oil and gas drilling and completions, well remediation
activity, crude oil and natural gas prices, capital spending by oilfield service companies and drilling contractors, and the worldwide oil
and gas inventory levels. Key industry indicators for the past three years include the following:

% %
2025 v 2025 v
2025% 2024* 2024 2023* 2023

Active Rigs:

UsS. 561 599 (6.3%) 689 (18.6%)

Canada 177 188 (5.9%) 177 0.0%

International 1,080 1,161 (7.0%) 9438 13.9%
Worldwide 1,818 1,948 (6.7%) 1,814 0.2%
West Texas Intermediate Crude Prices (per barrel) § 6546 $ 76.55 (14.5%) $ 77.64 (15.7%)
Natural Gas Prices ($/MMBtu) $ 353 % 2.19 61.2% $ 2.54 39.0%
Hot-Rolled Coil Prices (steel) ($/short ton) $ 831.52 $ 781.00 6.5% § 887.47 (6.3%)
U.S. Wells Completed 11,859 11,901 (0.4%) 13,222 (10.3%)

* Monthly averages for the years indicated, except for U.S. Wells Completed. See sources on the following page.
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The following table details the U.S., Canadian and international rig activity and WTTI oil prices for the past nine quarters ended
December 31, 2025. During the third quarter of 2025, Baker Hughes’s methodology for calculating rig counts in the Kingdom of
Saudi Arabia has been updated effective for periods beginning January 2024. As a result, previously reported international rig counts
have been recast to conform to the updated methodology.
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—WTI $78.41 | §77.56 | $81.71 | $76.24 | $70.69 @ $71.84 | $04.63 | $65.74 | $59.64

Sources: Rig count: Baker Hughes, Inc. (www.bakerhughes.com); West Texas Intermediate Crude and Natural Gas Prices:
Department of Energy, Energy Information Administration (www.eia.gov); Hot-Rolled Coil Prices: SteelBenchmarker™ Hot Roll
Coil USA (www.steelbenchmarker.com); U.S. Wells Completed: Department of Energy, Energy Information Administration
(www.eia.gov) (As revised).

The worldwide average rig count declined 6.7% (from 1,948 rigs to 1,818 rigs) and the U.S. declined 6.3% (from 599 rigs to 561 rigs)
in 2025 compared to 2024. The average price of WTI crude declined 14.5% (from $76.55 per barrel to $65.46 per barrel), and natural
gas prices increased 61.2% (from $2.19 per MMBtu to $3.53 per MMBtu) in 2025 compared to 2024. The average price of Hot-Rolled
Coil increased 6.5% (from $781.00 per short ton to $831.52 per short ton) in 2025 compared to 2024. U.S. Wells Completed declined
0.4% (from 11,901 completion count to 11,859 completion count) in 2025 compared to 2024.

Longer Term Outlook

We play a vital role in supporting customers’ supply chains, providing essential products for energy and industrial markets, including
infrastructure across upstream, midstream, gas utilities, downstream and energy transition sectors. Our business depends on both
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capital and maintenance spending by our customers. Global oil and gas consumption is rising due to population growth and expanding
energy needs in emerging markets. The EIA projects world energy consumption to increase 34% between 2022 and 2050, with
significant growth in renewables (118%), natural gas (29%) and hydrocarbon-based liquids (23%). U.S. oil production is expected to
peak at 14 million barrels per day in 2027 and gradually decline, while natural gas production will grow, largely driven by LNG
expansion and power generation. The U.S. midstream sector is expanding, particularly in natural gas infrastructure to meet LNG
export and power demands. Federal policies have accelerated project reviews and simplified processes for pipeline development.
Globally, refining capacity—especially in Asia and the Middle East—is projected to outpace demand growth later in the decade; the
U.S. market remains stable but faces planned capacity reductions. As refineries age or convert to renewable fuels, we supply critical
infrastructure for continued operations and conversions. The U.S. chemicals market is expected to grow steadily, while short term
cycles will exist, and remain globally competitive through 2040, advantaged due to feedstock cost advantage from shale gas and
NGLs. The European market is transitioning toward specialty and sustainable chemicals with commodity chemicals declining.
Demand for our products is shaped by operational budgets, capacity expansions, and compliance needs. The gas utilities industry is
expected to grow as aging distribution networks prompt replacement and modernization. PHMSA estimates that roughly 34% of gas
distribution lines are over 40 years old or of unknown origin, driving ongoing maintenance. Housing market growth further increases
demand for related infrastructure products. According to the EIA, the U.S. will remain a net exporter of petroleum products due to
expanded terminal capacity, with strong markets for our goods and services. This projected increase in oil and gas to meet the rise in
international energy demand continues to provide a robust market for our existing goods and services. We anticipate future growth
from energy transition projects, as traditional energy customers shift capital to these areas. Our established relationships and
experience position us well for this evolving market.

Results of Operations
Years Ended December 31, 2025 and December 31, 2024

The results of operations are presented before consideration of the noncontrolling interest. Our results of operations for 2025 and 2024
are as follows (in millions):

Year Ended December 31,
2024
2025 (Revised) $ Change

Revenue:

United States $ 2,294 % 1,880 $ 414

Canada 214 253 (39)

International 312 240 72
Total revenue $ 2,820 $ 2,373 $ 447
Operating (loss) profit:

United States $ (106) $ 91 § (197)

Canada 8 13 5)

International 5 5 —
Total operating (loss) profit $ 93) $ 109 § (202)
Other (expense) income (7) 1 (8)
(Loss) income before income taxes (100) 110 (210)
Income tax (benefit) provision (12) 31 (43)
Net (loss) income (88) 79 (167)
Net income attributable to noncontrolling interest 1 1 —
Net (loss) income attributable to DNOW Inc. (89) 78 (167)
Gross Profit $ 478 §$ 531 § (53)
Adjusted Gross Profit ¥ $ 651 $ 549 $ 102
Adjusted EBITDA $ 209 8§ 176 $ 33

W Adjusted Gross Profit and Adjusted EBITDA are non-GAAP financial measures. For a reconciliation of these measures to an
equivalent GAAP measure, see pages 42-44 herein.

Revenue. Our revenue was $2,820 million for 2025, as compared to $2,373 million for 2024, an increase of $447 million or 18.8%.
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U.S. Segment—Revenue was $2,294 million for the year ended December 31, 2025, an increase of $414 million or 22.0% compared to
the year ended December 31, 2024. The increase in the period was primarily driven by incremental revenue from the MRC Global
acquisition completed in the fourth quarter of 2025 and the Trojan Rentals, LLC acquisition completed in the fourth quarter of 2024.

Canada Segment—Revenue was $214 million for the year ended December 31, 2025, a decrease of $39 million or 15.4% compared to
the year ended December 31, 2024. The decrease was primarily due to lower project related activity as a result of rig count and
commodity price declines.

Our Canadian revenue was approximately 8% of total revenue in 2025, compared to 11% in 2024. We are subject to fluctuations in
foreign currency exchange rates relative to the U.S. dollar. Our Canadian revenue is favorably impacted as the U.S. dollar weakens
relative to the Canadian dollar, and unfavorably impacted as the U.S. dollar strengthens relative to the Canadian dollar. Our Canadian
segment revenue was unfavorably impacted by approximately $5 million due to changes in foreign currency exchange rates over the
prior year.

International Segment—Revenue was $312 million for the year ended December 31, 2025, an increase of $72 million or 30.0%
compared to the year ended December 31, 2024. The increase was primarily due to the acquisition of MRC Global in November 2025.

Our international revenue was approximately 11% of total revenue in 2025, compared to 10% in 2024. We are subject to fluctuations
in foreign currency exchange rates relative to the U.S. dollar. Our international revenue is favorably impacted as the U.S. dollar
weakens relative to other foreign currencies, and unfavorably impacted as the U.S. dollar strengthens relative to other foreign
currencies. Our international segment revenue was favorably impacted by approximately $2 million due to changes in foreign
currency exchange rates over the prior year.

Gross Profit. Our gross profit was $478 million (17.0% of revenue) for 2025, as compared to $531 million (22.4% of revenue) for

2024. The $53 million decrease was primarily attributable to inventory-related transaction charges and our LIFO inventory costing
methodology. This decrease was partially offset by improved margins in the U.S. segment. As compared to average cost, our LIFO
inventory costing methodology increased cost of products by $27 million for the year ended December 31, 2025 compared to a $4

million increase in cost of products for the year ended December 31, 2024.

Adjusted Gross Profit. Adjusted Gross Profit increased to $651 million (23.1% of revenue) for 2025 from $549 million (23.1% of
revenue) for 2024, an increase of $102 million. The increase was primarily driven by the U.S. and International segments, partially
offset by the Canada segment. Adjusted Gross Profit is a non-GAAP financial measure. We define Adjusted Gross Profit as revenues,
less cost of products, plus amortization of intangibles, plus inventory-related charges incremental to normal operations, plus
transaction costs associated with acquisitions, such as inventory fair value step-up or write-downs, and plus or minus the impact of our
LIFO inventory costing methodology. We present Adjusted Gross Profit because we believe it is a useful indicator of our operating
performance without regard to items, such as amortization of intangibles that can vary substantially from company to company
depending upon the nature and extent of acquisitions. Similarly, the impact of the LIFO inventory costing method can cause results to
vary substantially from company to company depending upon whether they elect to utilize LIFO and depending upon which method
they may elect. We use Adjusted Gross Profit as a key performance indicator in managing our business. We believe that gross profit is
the financial measure calculated and presented in accordance with GAAP that is most directly comparable to Adjusted Gross Profit.

The following table reconciles gross profit, as derived from our consolidated financial statements, with Adjusted Gross Profit, a non-
GAAP financial measure (in millions):

Year Ended December 31,
Asa % Asa %
2025 of revenue 2024 (Revised)  of revenue

Gross profit, as reported $ 478 17.0% $ 531 22.4%

Amortization of intangibles 11 7

Increase in LIFO reserve 27 4

Inventory-related transaction charges 135 7
Adjusted Gross Profit $ 651 23.1% § 549 23.1%
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Selling, general and administrative (“SG&A”) expenses. SG&A expenses were $559 million for the year ended December 31, 2025
compared to $416 million for the year ended December 31, 2024, an increase of $143 million. The increase was primarily driven by
an increase in legal and professional fees associated with the acquisition of MRC Global. SG&A expenses include branch location,
distribution center and regional expenses (including costs such as compensation, benefits and rent) as well as depreciation and
corporate selling, general and administrative expenses.

Impairment and other charges. Impairment and other charges were $12 million for the year ended December 31, 2025 compared to
$6 million for the year ended December 31, 2024. For the years ended December 31, 2025 and 2024, the Company recognized
approximately $12 million and $6 million, respectively, of foreign currency translation losses as a result of substantially completing
the liquidation of certain foreign subsidiaries in the International segment.

Operating (loss) profit. Our operating loss was $93 million for 2025, as compared to an operating profit of $109 million for 2024, a
decrease of $202 million primarily due to inventory-related transaction charges, an increase in legal and professional fees associated
with the acquisition of MRC Global and our LIFO inventory costing methodology.

U.S. Segment—OQperating loss was $106 million for the year ended December 31, 2025, a decrease of $197 million compared to
operating profit of $91 million for the year ended December 31, 2024. Operating profit decreased primarily due to inventory-related
transactions charges, an increase in legal and professional fees associated with the acquisition of MRC Global and our LIFO inventory
costing methodology.

Canada Segment—Operating profit was $8 million for the year ended December 31, 2025, a decrease of $5 million compared to
operating profit of $13 million for the year ended December 31, 2024. Operating profit decreased primarily due to the decline in
revenue discussed above.

International Segment—Operating profit of $5 million for the year ended December 31, 2025 was flat compared to operating profit of
$5 million for the year ended December 31, 2024.

Other (expense) income. Other expense was $7 million for the year ended December 31, 2025 compared to other income of $1
million for the year ended December 31, 2024. For the year ended December 31, 2025, other expense was primarily attributable to
interest expense on borrowings as compared to the year ended December 31, 2024, other income was primarily attributable to interest
income.

Income tax (benefit) provision. The effective tax rate for the years ended December 31, 2025 and December 31, 2024 was 12.0% and
28.2%, respectively. In general, the effective tax rate differs from the U.S. statutory rate due to recurring items, such as differing tax
rates on income earned in foreign jurisdictions, nondeductible expenses and state income taxes. For the year ended December 31,
2025, the effective tax rate was lower than the U.S. federal statutory tax rate due to nondeductible expenses incurred in connection
with acquisitions as well as foreign currency translation losses and other charges incurred as a result of substantially completing the
liquidation of certain foreign subsidiaries with no associated tax benefit. For the year ended December 31, 2024, the effective tax rate
was also impacted by foreign currency translation losses and other charges incurred as a result of substantially completing the
liquidation of certain foreign subsidiaries with no associated tax benefit, foreign tax credits expiring unused in the period, and the
change in valuation allowance recorded against deferred tax assets.

Net (loss) income attributable to DNOW Inc. Our net loss attributable to DNOW Inc. was $89 million for 2025, as compared to net
income attributable to DNOW Inc. of $78 million for 2024, a decrease of $167 million due to inventory-related transactions charges
and an increase in legal and professional fees associated with the acquisition of MRC Global.

Adjusted EBITDA. Adjusted EBITDA, a non-GAAP financial measure, was $209 million (7.4% of revenue) for 2025, as compared to
$176 million (7.4% of revenue) for 2024. Our Adjusted EBITDA increased $33 million over that period primarily due to higher
incremental revenues from acquisitions completed in 2025 and 2024.

We define Adjusted EBITDA as net (loss) income plus interest, taxes, depreciation and amortization and excluding other costs, such
as stock-based compensation, restructuring and exit costs, transaction related charges, long-lived asset impairments (including
goodwill and intangible assets), inventory-related charges incremental to normal operations and plus or minus the impact of our LIFO
inventory costing methodology. Transaction-related charges include transaction costs, inventory fair value step-up and write-down,
retention bonus accruals and integration expenses associated with acquisitions. This financial measure excludes the impact of certain
amounts and is not calculated in accordance with GAAP. A reconciliation of this non-GAAP financial measure, to its most
comparable GAAP financial measure, is included below.

We believe Adjusted EBITDA provides investors a helpful measure for comparing our operating performance with the performance of
other companies that may have different financing and capital structures or tax rates. We believe it is a useful indicator of our
operating performance without regard to items, such as amortization of intangibles, which can vary substantially from company to
company depending upon the nature and extent of acquisitions. Similarly, the impact of the LIFO inventory costing method can cause
results to vary substantially from company to company depending upon whether they elect to utilize LIFO and depending upon which
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method they may elect. We use Adjusted EBITDA internally to evaluate and manage the Company’s operations because we believe it
provides useful supplemental information regarding the Company’s ongoing operating performance. Adjusted EBITDA has important
limitations as an analytical tool and should not be considered in isolation or as a substitute for analysis of the Company’s results as
reported under GAAP. We believe that net (loss) income attributable to DNOW Inc. is the financial measure calculated and presented
in accordance with GAAP that is most directly comparable to Adjusted EBITDA.

The following table reconciles net income attributable to DNOW Inc., as derived from our consolidated financial statements, with
Adjusted EBITDA, a non-GAAP financial measure (in millions):

Year Ended December 31,
Asa % Asa %
2025 of revenue 2024 (Revised)  of revenue
Net (loss) income attributable to DNOW Inc. $ (89) 32)% $ 78 3.3%
Net income attributable to noncontrolling interest 1 1
Interest expense (income), net 2 (6)
Income tax (benefit) provision (12) 31
Depreciation and amortization 52 34
Increase in LIFO reserve 27 4
Stock-based compensation () 15 13
Transaction-related charges ) 62 6
Impairment and other charges 12 6
Inventory-related transaction charges @ 135 7
Restructuring and exit costs ? 2 2
Other ® 2 —
Adjusted EBITDA $ 209 74% 3 176 7.4%

Q) For the year ended December 31, 2025, stock-based compensation excludes $14 million as such amounts were reported in
transaction-related charges

@ Transaction-related charges and restructuring and exit costs are included in selling, general and administrative expenses.

® For the years ended December 31, 2025 and 2024, impairment and other charges included $12 million and $6 million,
respectively, of foreign currency translation losses as a result of substantially completing the liquidation of certain foreign
subsidiaries in the International segment.

@ Inventory-related transaction charges are included in cost of products. For the year ended December 31, 2025, inventory-related

transaction charges included $135 million of charges related to inventory step-up. For the year ended December 31, 2024,
inventory-related transaction charges included $5 million of transaction-related charges, coupled with $2 million of inventory
write-downs.

® For the year ended December 31, 2025, other costs included approximately $2 million related to foreign currency losses

(included in other (expense) income).
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Years Ended December 31, 2024 and December 31, 2023

The results of operations are presented before consideration of the noncontrolling interest. Our results of operations for 2024 and 2023
are as follows (in millions):

Year Ended December 31,
2024 2023
(Revised) (Revised) $ Change

Revenue:

United States $ 1,880 $ 1,749 % 131

Canada 253 282 (29)

International 240 290 (50)
Total revenue $ 2373 §$ 2,321  $ 52
Operating profit:

United States $ 91 § 108 $ (17)

Canada 13 21 (8)

International 5 15 (10)
Total operating profit $ 109 $ 144 $ (35)
Other income (expense) 1 2) 3
Income before income taxes 110 142 (32)
Income tax provision (benefit) 31 (109) 140
Net income 79 251 (172)
Net income attributable to noncontrolling interest 1 1 —
Net income attributable to DNOW Inc. 78 250 (172)
Gross Profit $ 531 $ 539 % (8)
Adjusted Gross Profit (") $ 549 $ 540 $ 9
Adjusted EBITDA $ 176 $ 184 § (8)

M Adjusted Gross Profit and Adjusted EBITDA are non-GAAP financial measures. For a reconciliation of these measures to an
equivalent GAAP measure, see pages 46-47 herein.

Revenue. Our revenue was $2,373 million for 2024, as compared to $2,321 million for 2023, an increase of $52 million, or 2.2%.

U.S. Segment—Revenue was $1,880 million for the year ended December 31, 2024, an increase of $131 million or 7.5% compared to
the year ended December 31, 2023. The increase in the period was primarily driven by incremental revenue from acquisitions
completed in 2024 partially offset by a decline in U.S. rigs and completions.

Canada Segment—Revenue was $253 million for the year ended December 31, 2024, a decline of $29 million or 10.3% compared to
the year ended December 31, 2023. The decrease was due to lower project related activity as well as an unfavorable foreign exchange
rate impact.

Our Canadian revenue was approximately 11% of total revenue in 2024, compared to 12% in 2023. We are subject to fluctuations in
foreign currency exchange rates relative to the U.S. dollar. Our Canadian revenue is favorably impacted as the U.S. dollar weakens
relative to the Canadian dollar, and unfavorably impacted as the U.S. dollar strengthens relative to the Canadian dollar. Our Canadian
segment revenue was unfavorably impacted by approximately $4 million due to changes in foreign currency exchange rates over the
prior year.

International Segment—Revenue was $240 million for the year ended December 31, 2024, a decline of $50 million or 17.2%
compared to the year ended December 31, 2023. The decrease was primarily driven by weaker project activity.

Our international revenue was approximately 10% of total revenue in 2024, compared to 12% in 2023. We are subject to fluctuations
in foreign currency exchange rates relative to the U.S. dollar. Our international revenue is favorably impacted as the U.S. dollar
weakens relative to other foreign currencies, and unfavorably impacted as the U.S. dollar strengthens relative to other foreign
currencies. Our international segment revenue was favorably impacted by approximately $2 million due to changes in foreign
currency exchange rates over the prior year.

Gross Profit. Our gross profit was $531 million (22.4% of revenue) for 2024, as compared to $539 million (23.2% of revenue) for
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2023. The $8 million decrease was primarily attributable to our LIFO inventory costing methodology. As compared to average cost,
our LIFO inventory costing methodology increased cost of products by $4 million for the year ended December 31, 2024 compared to
a $4 million decrease in cost of products for the year ended December 31, 2023.

Adjusted Gross Profit. Adjusted Gross Profit increased to $549 million (23.1% of revenue) for 2024 from $540 million (23.3% of
revenue) for 2023, an increase of $9 million. The increase was primarily due to improved margins in the U.S. segment. Adjusted
Gross Profit is a non-GAAP financial measure. We define Adjusted Gross Profit as revenue, less cost of products, plus amortization of
intangibles, plus inventory-related charges incremental to normal operations, plus transaction costs associated with acquisitions, such
as inventory fair value step-up or write-downs, and plus or minus the impact of our LIFO inventory costing methodology. We present
Adjusted Gross Profit because we believe it is a useful indicator of our operating performance without regard to items, such as
amortization of intangibles that can vary substantially from company to company depending upon the nature and extent of
acquisitions. Similarly, the impact of the LIFO inventory costing method can cause results to vary substantially from company to
company depending upon whether they elect to utilize LIFO and depending upon which method they may elect. We use Adjusted
Gross Profit as a key performance indicator in managing our business. We believe that gross profit is the financial measure calculated
and presented in accordance with GAAP that is most directly comparable to Adjusted Gross Profit.

The following table reconciles gross profit, as derived from our consolidated financial statements, with Adjusted Gross Profit, a non-
GAAP financial measure (in millions):

Year Ended December 31,
Asa % Asa %
2024 (Revised)  of revenue 2023 (Revised)  of revenue
Gross profit, as reported $ 531 224% $ 539 23.2%
Amortization of intangibles 7 5
Increase (decrease) in LIFO reserve 4 4)
Inventory-related transaction charges 7 —
Adjusted Gross Profit $ 549 23.1% $ 540 23.3%

SG&A expenses. SG&A expenses were $416 million for the year ended December 31, 2024 compared to $395 million for the year
ended December 31, 2023, an increase of $21 million. The increase was primarily driven by an increase in expenses related to
acquisitions completed in 2024. SG&A expenses include branch location, distribution center and regional expenses (including costs
such as compensation, benefits and rent) as well as depreciation and corporate selling, general and administrative expenses.

Impairment and other charges. Impairment and other charges were $6 million for the year ended December 31, 2024 compared to nil
for the year ended December 31, 2023. For the year ended December 31, 2024, the Company recognized approximately $6 million of
foreign currency translation losses as a result of substantially completing the liquidation of certain foreign subsidiaries in the
International segment.

Operating profit. Our operating profit was $109 million for 2024, as compared to operating profit of $144 million for 2023, a
decrease of $35 million primarily due to an increase in expenses related to acquisitions in the U.S. Segment and the restructuring plan
in the International segment.

U.S. Segment—Operating profit was $91 million for the year ended December 31, 2024, a decline of $17 million compared to
operating profit of $108 million for the year ended December 31, 2023. Operating profit decreased primarily due to an increase in
expenses related to acquisitions completed in 2024, partially offset by the increase in revenue discussed above.

Canada Segment—Operating profit was $13 million for the year ended December 31, 2024, a decline of $8 million compared to
operating profit of $21 million for the year ended December 31, 2023. Operating profit decreased primarily due to the decline in
revenue discussed above.

International Segment—OQOperating profit was $5 million for the year ended December 31, 2024, a decline of $10 million compared to
operating profit of $15 million for the year ended December 31, 2023. For the year ended December 31, 2024, operating profit
decreased primarily due to an increase in expense of $9 million related to the restructuring plan in the International segment and
revenue decline discussed above.

Other income (expense). Other income was $1 million for the year ended December 31, 2024 compared to other expense of $2
million for the year ended December 31, 2023. For the year ended December 31, 2024, other income improvement was primarily
attributable to an increase in interest income.

Income tax (benefit) provision. The effective tax rate for the years ended December 31, 2024, and December 31, 2023 was 28.2%,
and (76.8%), respectively. In general, the effective tax rate differs from the U.S. statutory rate due to recurring items, such as differing
tax rates on income earned in foreign jurisdictions, nondeductible expenses and state income taxes. For the year ended December 31,
2024, the effective tax rate was also impacted by foreign currency translation losses and other charges incurred as a result of
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substantially completing the liquidation of certain foreign subsidiaries with no associated tax benefit, foreign tax credits expiring
unused in the period, and the change in valuation allowance recorded against deferred tax assets. For the year ended December 31,
2023, the effective tax rate benefit was primarily driven by a $148 million deferred tax benefit from the release of the valuation
allowance against certain U.S. and non-U.S. deferred tax assets and the recognition of tax expense from earnings in Canada and the
United Kingdom.

Net income attributable to DNOW Inc. Our net income attributable to DNOW Inc. was $78 million for 2024, as compared to net
income attributable to DNOW Inc. of $250 million for 2023, a decrease of $172 million due to higher costs related to acquisitions in
2024, our LIFO inventory costing method and restructuring in our International segment.

Adjusted EBITDA. Adjusted EBITDA, a non-GAAP financial measure, was $176 million (7.4% of revenue) for 2024, as compared
to $184 million (7.9% of revenue) for 2023. Our Adjusted EBITDA decreased $8 million primarily due to lower profitability.

We define Adjusted EBITDA as net income plus interest, taxes, depreciation and amortization and excluding other costs, such as
stock-based compensation, restructuring and exit costs, transaction related charges, long-lived asset impairments (including goodwill
and intangible assets), inventory-related charges incremental to normal operations and plus or minus the impact of our LIFO inventory
costing methodology. Transaction-related charges include transaction costs, inventory fair value step-up, retention bonus accruals and
integration expenses associated with acquisitions. This financial measure excludes the impact of certain amounts and is not calculated
in accordance with GAAP. A reconciliation of this non-GAAP financial measure, to its most comparable GAAP financial measure, is
included below.

We believe Adjusted EBITDA provides investors a helpful measure for comparing our operating performance with the performance of
other companies that may have different financing and capital structures or tax rates. We believe it is a useful indicator of our
operating performance without regard to items, such as amortization of intangibles, which can vary substantially from company to
company depending upon the nature and extent of acquisitions. Similarly, the impact of the LIFO inventory costing method can cause
results to vary substantially from company to company depending upon whether they elect to utilize LIFO and depending upon which
method they may elect. We use Adjusted EBITDA internally to evaluate and manage the Company’s operations because we believe it
provides useful supplemental information regarding the Company’s ongoing operating performance. Adjusted EBITDA has important
limitations as an analytical tool and should not be considered in isolation or as a substitute for analysis of the Company’s results as
reported under GAAP. We believe that net income attributable to DNOW Inc. is the financial measure calculated and presented in
accordance with GAAP that is most directly comparable to Adjusted EBITDA.

The following table reconciles net income attributable to DNOW Inc., as derived from our consolidated financial statements, with
Adjusted EBITDA, a non-GAAP financial measure (in millions):

Year Ended December 31,
As a % Asa %
2024 (Revised)  of revenue 2023 (Revised)  of revenue

Net income attributable to DNOW Inc. $ 78 33% § 250 10.8%

Net income attributable to noncontrolling interest 1 1

Interest income, net (6) 4)

Income tax provision (benefit) 31 (109)

Depreciation and amortization 34 26

Increase (decrease) in LIFO reserve 4 4)

Stock-based compensation 13 15

Transaction-related charges (V 6 3

Impairment and other charges @ 6 —

Inventory-related transaction charges 7 —

Restructuring and exit costs () 2 —

Other @ — 6
Adjusted EBITDA $ 176 74% $ 184 7.9%

M Transaction-related charges and restructuring and exit costs are included in selling, general and administrative expenses.

@ For the year ended December 31, 2024, impairment and other charges included $6 million of foreign currency translation losses
as a result of substantially completing the liquidation of certain foreign subsidiaries in the International segment.

® Inventory-related transaction charges are included in cost of products. For the year ended December 31, 2024, inventory-related
transaction charges included $5 million of transaction-related charges, coupled with $2 million of inventory write-downs.

@ For the year ended December 31, 2023, other costs included $5 million (included in SG&A expenses) related to legal fees for
litigation matters that were not ordinary or routine to the operations of the business where the Company is seeking damages; as
well as approximately $1 million (included in other (expense) income) related to settlements of the plan assets and benefit
obligations of the Company's defined benefit pension plans.
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Financial Condition and Cash Flows

The following table summarizes our net cash flows provided by (used in) operating activities, investing activities and financing
activities for the periods presented (in millions):

Year Ended December 31,
2024 2023
2025 (Revised) (Revised)
Net cash provided by operating activities $ 155§ 298 $ 188
Net cash used in investing activities (590) (304) (48)
Net cash provided by (used in) financing activities 339 (33) (55)

Fiscal Year 2025 Compared to Fiscal Year 2024

Net cash provided by operating activities was $155 million in 2025 compared to $298 million provided in 2024. In 2025, the decrease
in net cash provided by operating activities was primarily driven by lower profitability due to increased costs associated with the
acquisition of MRC Global.

Net cash used in investing activities was $590 million in 2025 compared to $304 million used in 2024. Cash used primarily related to
business acquisitions of $574 million, net of cash acquired, in 2025 compared to $299 million, net of cash acquired, in 2024.

Net cash provided by financing activities was $339 million in 2025 compared to net cash used of $33 million in 2024. Cash provided
primarily related to net borrowings under the revolving credit facility of $411 million, partially offset by the Company's payment of
approximately $37 million for share repurchases in 2025 compared to $23 million in 2024 and shares withheld for taxes for employee
awards of $19 million in 2025 compared to $4 million in 2024.

Fiscal Year 2024 Compared to Fiscal Year 2023

Net cash provided by operating activities was $298 million in 2024 compared to $188 million provided in 2023. Cash provided in
2024 was primarily driven by $79 million of net income, plus $100 million of reconciling adjustments, primarily depreciation and
amortization, stock-based compensation and deferred income taxes, and a net decrease of $119 million in working capital. The
improvement in 2024 was primarily driven by improved inventory efficiency and better collections on our receivables compared to
2023.

Net cash used in investing activities was $304 million in 2024 compared to $48 million used in 2023. Cash used primarily related to
business acquisitions of $299 million, net of cash acquired, in 2024 compared to $32 million, net of cash acquired, in 2023.

Net cash used in financing activities was $33 million in 2024 compared to $55 million used in 2023. Cash used primarily related to the
Company's payment of approximately $23 million for share repurchases in 2024 compared to $50 million in 2023.

Liquidity and Capital Resources

We assess liquidity in terms of our ability to generate cash to fund operating, investing and financing activities. We expect resources
to be available to reinvest in existing businesses, strategic acquisitions and capital expenditures to meet short and long-term objectives.
We believe that cash on hand, cash generated from expected results of operations and amounts available under our revolving credit
facility will be sufficient to fund operations, anticipated working capital needs and other cash requirements, including capital
expenditures and our share repurchase program.

At December 31, 2025 and 2024, we had cash and cash equivalents of $164 million and $256 million, respectively. As of

December 31, 2025, $149 million of our cash and cash equivalents were maintained in the accounts of our various foreign
subsidiaries. For the year ended December 31, 2025, we repatriated $52 million from our foreign subsidiaries. The Company makes a
determination each period concerning its intent and ability to indefinitely reinvest the cash held by its foreign subsidiaries. The
Company has not recorded deferred income taxes on undistributed foreign earnings that it considers to be indefinitely reinvested.
Future changes to our indefinite reinvestment assertion could result in additional taxes (withholding and/or state taxes), offset by any
available foreign tax credits.
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We maintain an $850 million five-year senior secured revolving credit facility that will mature on November 6, 2030. Availability
under the revolving credit facility is limited to the lesser of the commitments and a borrowing base comprised of eligible account
receivables, eligible inventory and eligible rental equipment assets of the Borrowers and subsidiary guarantors. As of December 31,
2025, we had $411 million borrowings against our revolving credit facility and had approximately $424 million in aggregate
availability (as defined in the Credit Agreement). The credit facility includes a springing financial covenant that requires us to
maintain, during any period when availability falls below specified thresholds, a minimum fixed charge coverage ratio (as defined in
the Credit Agreement). The credit facility contains usual and customary affirmative and negative covenants for credit facilities of this
type including financial covenants. As of December 31, 2025, we were in compliance with all covenants. We continuously monitor
compliance with debt covenants. A default, if not waived or amended, would prevent us from taking certain actions, such as incurring
additional debt.

See Note 13 “Leases” of the Notes to Consolidated Financial Statements (Part IV, Item 15 of this Form 10-K) for additional
information on our obligations and timing of expected future lease payments.

In connection with acquisitions in 2024 and 2025, the Company is committed to total future retention payments of up to $14 million
payable in 2026, 2027 and 2028. Payments are due to various employees if non-financial post combination service conditions are met
pursuant to the terms and conditions of the retention agreements.

Capital Spending

We intend to pursue additional acquisition candidates, but the timing, size or success of any acquisition effort and the related potential
capital commitments cannot be predicted. We continue to expect to fund future cash acquisitions primarily with cash on hand, cash
flow from operations and the usage of the available portion of the revolving credit facility. There can be no assurance that additional
financing will be available at terms acceptable to us. We expect capital expenditures for fiscal year 2026 to approximate $55 million,
primarily related to the MRC Global implementation of a new Enterprise Resource Planning system and purchases of property, plant
and equipment. We will continue to maintain capital discipline and monitor market dynamics, and we may adjust our capital
expenditures accordingly.

Share Repurchase Program

On January 24, 2025, the Company’s Board of Directors authorized a new share repurchase program to purchase up to $160 million of
its outstanding common stock. We expect to fund share repurchases primarily with cash on hand, cash flow from operations and the
usage of the available portion of the revolving credit facility. The timing and amount of any repurchases will be made at our
discretion, taking into account a number of factors, including market conditions. The share repurchase program does not obligate the
Company to repurchase shares and may be suspended or discontinued at any time at our discretion. All shares repurchased shall be
retired pursuant to the terms of the share repurchase program. For the year ended December 31, 2025, we repurchased 2,465,089
shares of our common stock for a total of $37 million. As of December 31, 2025, we had approximately $123 million remaining under
the program’s authorization.

Legal Proceedings

Asbestos Claims. We are one of many defendants in lawsuits that plaintiffs have brought seeking damages for personal injuries that
exposure to asbestos allegedly caused. Plaintiffs and their family members have brought these lawsuits against a large volume of
defendant entities as a result of the various defendants’ manufacture, distribution, supply or other involvement with asbestos, asbestos-
containing products or equipment or activities that allegedly caused plaintiffs to be exposed to asbestos. These plaintiffs typically
assert exposure to asbestos as a consequence of third-party manufactured products that our subsidiary, MRC Global (US) Inc.,
purportedly distributed. As of December 31, 2025, we are a named defendant in approximately 435 lawsuits involving approximately
713 claims. No asbestos lawsuit has resulted in a judgment against us to date, with the majority being settled, dismissed or otherwise
resolved. Applicable third-party insurance has substantially covered these claims, and insurance should continue to cover a substantial
majority of existing and anticipated future claims. Accordingly, we have recorded a liability for our estimate of the most likely
settlement of asserted claims and a related receivable from insurers for our estimated recovery, to the extent we believe that the
amounts of recovery are probable.

We annually conduct analyses of our asbestos-related litigation to estimate the adequacy of the reserve for pending and probable
asbestos-related claims. Given these estimated reserves and existing insurance coverage that has been available to cover substantial
portions of these claims, we believe that our current accruals and associated estimates relating to pending and probable asbestos-
related litigation likely to be asserted over the next 15 years are currently adequate. This belief, however, relies on a number of
assumptions, including:

o That our future settlement payments, disease mix and dismissal rates will be materially consistent with historic
experience;
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° That future incidences of asbestos-related diseases in the U.S. will be materially consistent with current public health
estimates;

o That the rates at which future asbestos-related mesothelioma incidences result in compensable claims filings against us
will be materially consistent with its historic experience;

o That insurance recoveries for settlement payments and defense costs will be materially consistent with historic experience;

o That legal standards (and the interpretation of these standards) applicable to asbestos litigation will not change in material
respects;

° That there are no materially negative developments in the claims pending against us; and

° That key co-defendants in current and future claims remain solvent.

If any of these assumptions prove to be materially different in light of future developments, liabilities related to asbestos-related
litigation may be materially different than amounts accrued or estimated. Further, while we anticipate that additional claims will be
filed in the future, we are unable to predict with any certainty the number, timing and magnitude of such future claims. In addition,
applicable insurance policies are subject to overall caps on limits, which coverage may exhaust the amount available from insurers
under those limits. In those cases, we are seeking indemnity payments from responsive excess insurance policies, but other insurers
may not be solvent or may not make payments under the policies without contesting their liability. In our opinion, there are no
pending legal proceedings that are likely to have a material adverse effect on our consolidated financial statements.

Other Legal Claims and Proceedings. From time to time, we have been subject to various claims and involved in legal proceedings
incidental to the nature of our businesses. We maintain insurance coverage to reduce financial risk associated with certain of these
claims and proceedings. It is not possible to predict the outcome of these claims and proceedings. However, in our opinion, there are
no pending legal proceedings that are likely to have a material adverse effect on our consolidated financial statements. See Note 14
“Commitments and Contingencies” of the Notes to Consolidated Financial Statements (Part IV, Item 15 of this Form 10-K).

Off-Balance Sheet Arrangements

We are often party to certain transactions that require off-balance sheet arrangements such as standby letters of credit and performance
bonds and guarantees that are not reflected in our consolidated balance sheets. These arrangements are made in our normal course of
business and they are not reasonably likely to have a current or future material adverse effect on our financial condition, results of
operations, liquidity or cash flows.

Critical Accounting Estimates

In preparing the financial statements, the Company makes assumptions, estimates and judgments that affect the amounts reported. The
Company periodically evaluates its estimates and judgments that are most critical in nature, which are related to inventories, goodwill,
purchase price allocation of acquisitions and income taxes. Its estimates are based on historical experience and on its future
expectations that the Company believes are reasonable. The combination of these factors forms the basis for making judgments about
the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results are likely to differ from our
current estimates and those differences may be material.

Inventories

Inventories consist primarily of oilfield and industrial finished goods. During the fourth quarter of 2025, the Company changed its
inventory valuation method for U.S. inventories from the moving average cost method to the LIFO method. We record an estimate
each quarter, if necessary, for the expected annual effect of inflation (using period to date inflation rates) and estimated year-end
inventory balances. These estimates are adjusted to actual results determined at year-end. The Company's U.S. inventories of $1,042
million and $272 million as of December 31, 2025 and 2024, respectively, are valued at the lower of cost or market. Inventories held
outside of the U.S. of $150 million and $80 million as of December 31, 2025 and 2024, respectively, are valued at the lower of
moving average cost or net realizable value.

Under the LIFO inventory valuation method, changes in the cost of inventory are recognized in cost of products in the current period
even though these costs may have been incurred at significantly different values. Because the Company values most of its inventory
using the LIFO inventory costing methodology, a rise in inventory costs has a negative effect on operating results, while, conversely, a
fall in inventory costs results in a benefit to operating results.

Allowances for excess and obsolete inventories are determined based on the Company’s historical usage of inventory on hand as well
as its future expectations. The Company’s estimated carrying value of inventory therefore depends upon demand driven by oil and gas
spending activity, which depends in turn upon oil, gas and steel prices, the general outlook for economic growth worldwide, available
financing for the Company’s customers, political stability in major oil and gas producing areas and the potential obsolescence of
various inventory items the Company stocks, among other factors. At December 31, 2025 and 2024, inventory reserves totaled $13
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million and $17 million, or 1.1% and 4.6% of gross inventory, respectively. Changes in our estimates can be material under different
market conditions.

Goodwill

Generally accepted accounting principles require the Company to test goodwill for impairment at least annually or more frequently
whenever events or circumstances occur indicating that it might be impaired. Impairment of goodwill is tested at the reporting unit
level which is defined as an operating segment or one level below that constitutes a business for which financial information is
available and is regularly reviewed by management. We perform the goodwill impairment testing annually in the fourth quarter of
each fiscal year, and more frequently on an interim basis, when an event occurs or changes in circumstances indicate that the fair value
of a reporting unit may have declined below its carrying value. We use either a qualitative assessment or a quantitative assessment. If
the qualitative assessment indicates it is more-likely-than-not that the fair value of a reporting unit is less than its carrying value, a
quantitative assessment is performed. Events or circumstances which could indicate a probable impairment include, but are not limited
to, a significant reduction in worldwide oil and gas prices or drilling; a significant reduction in profitability or cash flow of oil and gas
companies or drilling contractors; a significant reduction in worldwide well completion and remediation activity; a significant
reduction in capital investment by other oilfield service companies; or a significant increase in worldwide inventories of oil or gas.

The Company has recorded $617 million of goodwill as of December 31, 2025. We performed the qualitative assessment described
above for the annual goodwill impairment test in 2025 and concluded it was more likely than not that the fair value of each of its
reporting units was greater than its carrying amount. Accordingly, no further testing was required.

Purchase Price Allocation of Acquisitions

The Company allocates the fair value of the purchase price consideration of an acquired business to its identifiable assets and
liabilities based on estimated fair values. The excess of the purchase price over the fair value of the acquired assets and liabilities, if
any, is recorded as goodwill. When determining the fair value of assets acquired and liabilities assumed, management makes
significant estimates and assumptions, especially with respect to growth rates, discount rates, expected customer attrition rates, future
operating results and the amount and timing of future cash flows. The Company uses all available information to estimate fair values
including quoted market prices, the carrying value of acquired assets, and widely accepted valuation techniques such as discounted
cash flows, multi-period excess earnings and relief from royalty. The Company engages third-party valuation advisors to assist in fair
value determination of inventories, identifiable intangible assets and any other significant assets or liabilities when appropriate. The
judgments made in determining the estimated fair value assigned to each class of assets acquired and liabilities assumed, as well as
asset lives, could materially impact the Company’s results of operations.

Income Taxes

The Company is a U.S. registered company and is subject to income taxes in the U.S. The Company operates through various
subsidiaries in a number of countries throughout the world. Income taxes are based upon the tax laws and rates of the countries in
which the Company operates and earns income.

The Company’s annual tax provision is based on taxable income, statutory rates, and the interpretation of the tax laws in the various
jurisdictions in which the Company operates. Changes in tax laws, regulations and treaties, foreign currency exchange restrictions or
the Company’s level of operations or profitability in each jurisdiction could impact the tax liability in any given year.

The Company determined the provision for income taxes under the asset and liability approach, which requires the recognition of
deferred tax assets and liabilities for the expected future tax consequences of events that have been included in the financial
statements. Under this method, deferred tax assets and liabilities are determined on the basis of the differences between the financial
statement and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to
reverse. The effect of a change in tax rates on deferred tax assets and liabilities is recognized in income in the period that includes the
enactment date.

Deferred income taxes arise from temporary differences between the tax basis of assets and liabilities and their reported amounts in
the financial statements, which will result in taxable or deductible amounts in the future. The Company recognizes deferred tax assets
to the extent that the Company believes these assets are more-likely-than-not to be realized, recording a valuation allowance against
the gross carrying value of the deferred tax assets to reduce the net recorded amount to the expected realizable amount. If the
Company determines that it would be able to realize its deferred tax assets in the future in excess of their net recorded amount, the
Company would make an adjustment to the deferred tax asset valuation allowance, which would reduce the provision for income
taxes. In evaluating the Company’s ability to recover deferred tax assets within the jurisdiction from which they arise, the Company
considers all available positive and negative evidence, including scheduled reversals of deferred tax liabilities, projected future taxable
income, tax-planning strategies and results of operations.

As of December 31, 2025, the Company has recognized a valuation allowance of $88 million on certain identified deferred tax assets
in the U.S. and non-U.S. jurisdictions where management believes that it is not more-likely-than-not that the Company would be able
to realize the benefits of those specific deferred tax assets. The change during the year in the valuation allowance was an increase
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primarily due to the acquisition of deferred tax assets as a result of business combinations against which the Company recorded a
valuation allowance of $76 million, including deferred tax assets for capital loss carryforwards, net operating loss carryforwards,
interest expense carryforwards, and other items which the Company does not believe are more-likely-than-not to be realized. The
Company will continue to monitor the need for a valuation allowance against its deferred tax assets and record adjustments as
appropriate in future periods. See Note 10 “Income Taxes” of the Notes to Consolidated Financial Statements (Part IV, Item 15 of this
Form 10-K) for additional information.

The Company records unrecognized tax benefits as liabilities in accordance with ASC 740 and adjusts these liabilities when judgment
changes as a result of the evaluation of new information not previously available in jurisdictions of operation. The Company records
uncertain tax positions in accordance with ASC 740 on the basis of a two-step process whereby (1) the Company determines whether
it is more-likely-than-not that the tax positions will be sustained on the basis of the technical merits of the position and (2) for those
tax positions that meet the more-likely-than-not recognition threshold, the Company recognizes the largest amount of tax benefit that
is more than 50 percent likely to be realized upon ultimate settlement with the related tax authority. The annual tax provision includes
the impact of income tax provisions and benefits for changes to liabilities that the Company considers appropriate, as well as related
interest.

The Company is subject to audits by federal, state and foreign jurisdictions which may result in proposed assessments. Because of the
complexity of some of these uncertainties, the ultimate resolution may result in a payment that is materially different from the current
estimate of the unrecognized tax benefit liabilities. The Company reviews these liabilities quarterly and to the extent audits or other
events result in an adjustment to the liability accrued for a prior year, the effect will be recognized in the period of the event.

As of December 31, 2025, the Company has not recorded deferred income taxes on undistributed foreign earnings that it considers to
be indefinitely reinvested. The Company makes a determination each period whether to indefinitely reinvest these earnings. If, as a
result of these reassessments, the Company distributes these earnings in the future, additional tax liabilities may result, offset by any
available foreign tax credits.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to certain market risks that are inherent in our financial instruments and arise from changes in interest rates and
foreign currency exchange rates. We may enter into derivative financial instrument transactions to manage or reduce market risk but
do not enter into derivative financial instrument transactions for speculative purposes. We do not currently have any material
outstanding derivative instruments.

A discussion of our primary market risk exposure in financial instruments is presented below.

Foreign Currency Exchange Rate Risk

We have operations in foreign countries and transact business globally in multiple currencies. Our net assets as well as our revenues,
costs and expenses denominated in foreign currencies expose us to the risk of fluctuations in foreign currency exchange rates against
the U.S. dollar. Because we operate globally and approximately 19% of our 2025 net sales were outside the U.S., foreign currency
exchange rates can impact our financial position, results of operations and competitive position. We are a net receiver of foreign
currencies, and therefore, benefit from a weakening of the U.S. dollar and are adversely affected by a strengthening of the U.S. dollar
relative to the foreign currency. As of December 31, 2025, our most significant foreign currency exposure was to the Canadian dollar,
followed by the British pound.

The financial statements of foreign subsidiaries are translated into their U.S. dollar equivalents at end-of-period exchange rates for
assets and liabilities, while revenue, costs and expenses are translated at average monthly exchange rates. Translation gains and losses
are components of other comprehensive (loss) income as reported in the consolidated statements of comprehensive (loss) income.
Upon complete or substantially complete liquidation of a foreign subsidiary, the accumulated foreign currency translation gains and
losses relating to the foreign subsidiary are reclassified into earnings, reflected in impairment and other charges in the consolidated
statements of operations. During 2025, we reported a net foreign currency translation gain of $27 million, after the reclassification of
accumulated foreign currency translation losses of approximately $12 million related to the substantial liquidation of certain foreign
subsidiaries.
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Foreign currency exchange rate fluctuations generally do not materially affect our earnings since the functional currency is typically
the local currency; however, our operations also have net assets not denominated in their functional currency, which exposes us to
changes in foreign currency exchange rates that impact our net (loss) income as foreign currency transaction gains and losses. Foreign
currency transaction gains and losses arising from fluctuations in currency exchange rates on transactions denominated in currencies
other than the functional currency are recognized in the consolidated statements of operations as a component of other income
(expense). For the years ended December 31, 2025, 2024 and 2023, we reported a net foreign currency transaction loss of $2 million,
$1 million and $1 million, respectively. Gains and losses are primarily due to exchange rate fluctuations related to monetary asset
balances denominated in currencies other than the functional currency and fair value adjustments to economically hedged positions as
a result of changes in foreign currency exchange rates.

Some of our revenues for our foreign operations are denominated in U.S. dollars, and therefore, changes in foreign currency exchange
rates impact earnings to the extent that costs associated with those U.S. dollar revenues are denominated in the local currency.
Similarly, some of our revenues for our foreign operations are denominated in foreign currencies, but have associated U.S. dollar
costs, which also give rise to foreign currency exchange rate exposure. In order to mitigate those risks, we may utilize foreign
currency forward contracts to better match the currency of the revenues and the associated costs. Although we may utilize foreign
currency forward contracts to economically hedge certain foreign currency denominated balances or transactions, we do not currently
hedge the net investments in our foreign operations. The counterparties to our forward contracts are major financial institutions. The
credit ratings and concentration of risk of these financial institutions are monitored by us on a continuing basis. In the event that the
counterparties fail to meet the terms of a foreign currency contract, our exposure is limited to the foreign currency rate differential.

The average foreign exchange rate for 2025 compared to the average for 2024 remained flat compared to the U.S. dollar based on the
aggregated weighted average revenue of our foreign-currency denominated foreign operations. The Canadian dollar decreased in
relation to the U.S. dollar by 2% while the British pound increased in relation to the U.S. dollar by approximately 3%.

We utilized a sensitivity analysis to measure the potential impact on earnings based on a hypothetical 10% change in foreign currency
rates. A 10% change from the levels experienced during 2025 in the U.S. dollar relative to foreign currencies that affected the
Company would have resulted in a $2 million change in net (loss) income for 2025.

Interest Rate Risk

As of December 31, 2025, all borrowings outstanding under our senior secured revolving credit facility bore interest at floating rates.
Borrowings under this facility may be made as either base rate loans or non-base rate loans, each of which accrues interest based on a
benchmark rate plus an applicable margin. The applicable margin varies based on our Fixed Charge Coverage Ratio, ranging from
0.25% to 0.75% for base rate loans and 1.25% to 1.75% for non-base rate loans.

The revolving credit facility includes rate structures tied to prevailing market indices such as U.S. base rates and non-base rate (e.g.,
SOFR-based) reference rates. Because interest rates applicable to our borrowings fluctuate with changes in these benchmark rates, our
interest expense is sensitive to short-term rate movements.

Based on the amounts outstanding under our revolving credit facility as of December 31, 2025, a 1% increase in the underlying
benchmark rate would result in an increase in our annual interest expense of approximately $4 million, assuming borrowing levels
remained constant for an entire year.

Commodity Steel Pricing

Our business is sensitive to steel prices, which can impact our product pricing, with steel tubular prices generally having the highest
degree of sensitivity. While we cannot predict steel prices, we mitigate this risk by managing our inventory levels, including
maintaining sufficient quantity on hand to meet demand, while limiting the risk of overstocking.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Attached hereto and a part of this report are financial statements and supplementary data listed in Item 15. “Exhibits, Financial
Statement Schedules.”

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

On May 21, 2025, the Audit Committee (the “Committee”) of the Board of Directors of the Company approved the appointment of
KPMG LLP (“KPMG”) as the Company’s independent registered public accounting firm for the fiscal year ending December 31,
2025. On the same date, the Committee approved the dismissal of Ernst & Young LLP (“EY”) as the Company’s independent
registered public accounting firm, and the Company informed EY of such dismissal.

EY’s reports on the Company’s consolidated financial statements as of and for the fiscal years ended December 31, 2024 and 2023 did
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not contain any adverse opinion or disclaimer of opinion, nor were they qualified or modified as to uncertainty, audit scope, or
accounting principles.

During the fiscal years ended December 31, 2024 and 2023, and the subsequent interim period through May 21, 2025:

(1) there were no disagreements within the meaning of Item 304(a)(1)(iv) of Regulation S-K (“Regulation S-K”) of the rules
and regulations of the U.S. Securities and Exchange Commission (the “SEC”) between the Company and EY on any
matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which
disagreements, if not resolved to EY’s satisfaction, would have caused EY to make reference thereto in their reports.

(2) there were no reportable events within the meaning of Item 304(a)(1)(v) of Regulation S-K.

ITEM 9A. CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures designed to ensure that information required to be disclosed in reports we file or
submit under the Securities Exchange Act of 1934, as amended (the Exchange Act of 1934), is recorded, processed, summarized and
reported within the time periods specified in SEC rules and forms, and that such information is accumulated and communicated to
management, including our principal executive and principal financial officers, as appropriate, to allow timely decisions regarding
required disclosure. As of December 31, 2025, with the participation of management, our President and Chief Executive Officer and
our Senior Vice President and Chief Financial Officer carried out an evaluation, pursuant to Rule 13a-15(b) of the Exchange Act of
1934, of the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) of the Exchange Act of 1934).
Based upon that evaluation, our President and Chief Executive Officer and our Senior Vice President and Chief Financial Officer
concluded that our disclosure controls and procedures were operating effectively as of December 31, 2025.

Management’s Annual Report on Internal Control Over Financial Reporting

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002 and as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act,
management is required to provide the following report on our internal control over financial reporting:

o Management is responsible for establishing and maintaining adequate internal control over financial reporting.

° Management has evaluated the system of internal control using the Committee of Sponsoring Organizations of the
Treadway Commission 2013 framework (“COSO 2013 framework™). Management has selected the COSO 2013
framework for its evaluation as it is a control framework recognized by the SEC and the Public Company Accounting
Oversight Board that is free from bias, permits reasonably consistent qualitative and quantitative measurement of our
internal controls, is sufficiently complete so that relevant controls are not omitted and is relevant to an evaluation of
internal controls over financial reporting.

o Based on management’s evaluation under this framework, management has concluded that our internal controls over
financial reporting were effective as of December 31, 2025. There are no material weaknesses in our internal control over
financial reporting that have been identified by management.

o During 2024, the Company completed its acquisition of Whitco Supply, LLC and Trojan Rentals, LLC. Management had
elected to exclude Whitco Supply, LLC and Trojan Rentals, LLC internal controls from its assessment of the Company’s
internal control over financial reporting contained in its 10-K for the year ended December 31, 2024, based on the
guidelines established by the Securities and Exchange Commission. During 2025, Whitco Supply, LLC and Trojan
Rentals, LLC were fully integrated into our reporting systems and all of our disclosure controls and procedures have
incorporated Whitco Supply, LLC and Trojan Rentals, LLC effectively.

o In accordance with guidance issued by the Securities and Exchange Commission, companies are permitted to exclude
acquisitions from their assessment of internal control over financial reporting for a period not to exceed one year from the
date of acquisition. During 2025, the Company completed the acquisition of MRC Global Inc., which represented
approximately 14% of our consolidated revenues for the year ended December 31, 2025 and 51% of consolidated assets as
of December 31, 2025. For purposes of determining the effectiveness of the Company’s internal control over financial
reporting, as disclosed in this report, management has excluded the internal controls of this acquired entity from its
evaluation.

There have been no changes in our internal control over financial reporting, as defined in Rule 13a-15(f) of the Act, in the quarterly
period ended December 31, 2025, that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting, other than increasing certain evidential matter, including documentation, in support of business combinations.

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, our Chief Executive Officer and Chief Financial Officer have provided
certain certifications to the Securities and Exchange Commission. These certifications are included herein as Exhibits 31.1 and 31.2.
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The report from KPMG LLP on its audit of the effectiveness of the Company's internal control over financial reporting as of
December 31, 2025 is included in this annual report and is incorporated herein by reference.

ITEM 9B. OTHER INFORMATION
Insider Trading Arrangements and Policies

During the three months ended December 31, 2025, no director or officer of the Company adopted or terminated a “Rule 10b5-1
trading arrangement” or “non-Rule 10b5-1 trading arrangement,” as each term is defined in Item 408(a) of Regulation S-K.

ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS

None.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information in our definitive Proxy Statement for the 2026 Annual Meeting of Stockholders (the “Proxy Statement™) is incorporated
by reference in response to this Item 10, as noted below:

° information about our Directors who are standing for re-election is set forth under “Election of Directors”;
° information about our executive officers is set forth under “Executive Officers”;
° information about our Audit Committee, including members of the committee, and our designated “audit committee

financial experts” is set forth under “Committees and Meetings of the Board — Audit Committee”;

o information about Section 16(a) beneficial ownership reporting compliance is set forth under “Delinquent Section 16(a)
Reports” (if any to disclose);

o Information about our insider trading policies and procedures is set forth under “Prohibition on Hedging and Pledging and
Trading During Blackout Periods; Insider Trading Policy”;

° information about our code of ethics is set forth under “Policies on Business Ethics and Conduct”; and

° information about any material changes to procedures for recommending nominees to the board of directors is set forth
under “Director Nomination Process and Board Composition Considerations” and “Stockholder Proposals for the 2027
Annual Meeting.”

ITEM 11. EXECUTIVE COMPENSATION

Information set forth under the captions “Director Compensation”; “Executive Compensation”; “Equity Award Practices”;
“Compensation Discussion & Analysis”; “CEO Pay Ratio”; “Compensation Committee Interlocks and Insider Participation”; and
“Compensation Committee Report” in our Proxy Statement is incorporated by reference in response to this Item 11.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Information set forth under “Stock Ownership” in our Proxy Statement is incorporated by reference in response to this Item 12.
Securities Authorized for Issuance Under Equity Compensation Plans.

The following table sets forth information as of our fiscal year ended December 31, 2025, with respect to compensation plans under
which our common stock may be issued:

Number of securities to be Weighted-average Number of securities
issued upon exercise of exercise price of remaining available for
outstanding options, warrants outstanding options, future issuance under equity
Plan Category and rights ® warrants and rights compensation plans ®
Equity compensation plans
approved by security holders 2,387,032 $ 10.93 5,479,612
Equity compensation plans
not approved by security holders — — —
Total 2,387,032 $ 10.93 5,479,612

M Includes 768,355 shares of issuable performance-based awards if specific targets are met, and 893,418 shares of RSUs, which have no
exercise price. Therefore, these shares are excluded for purposes of determining the weighted-average exercise prices of outstanding
options, warrants and rights.

@ Includes 5,479,612 shares issuable pursuant to the Plan in the form of stock options, restricted stock awards, RSUs, performance stock
awards or any combination of the foregoing.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information set forth under the captions “Certain Relationships and Related Transactions” and “Director Independence” in our Proxy
Statement is incorporated by reference in response to this Item 13.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information set forth under the caption “Audit Fees” in our Proxy Statement is incorporated by reference in response to this Item 14.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(1) Financial Statements and Exhibits
The following financial statements are presented in response to Part II, Item 8:

Page
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ...ocooiiiiiiiee ettt 62

Auditor Name: KPMG LLP

Auditor Location: Houston, Texas

Auditor ID: 185

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ...ootiiiiiiiiiiiieiee ettt evvreee e 65
Auditor Name: Ernst & Young LLP

Auditor Location: Houston, Texas

Auditor ID: 42

CONSOLIDATED BALANCE SHEETS ...ttt e e e e e sae e s ae e ee e e e e aeeemeesaeesanesanas 66
CONSOLIDATED STATEMENTS OF OPERATIONS .....ccoooiiiiiiiiiiiiiieieiieteie ettt sttt s e 67
CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME .......ccocciiiiiiiiiiniiiiiicicieeeiecene e 68
CONSOLIDATED STATEMENTS OF CASH FLOWS .....c.ooiiiiiiiiiiiiieieieteene sttt sttt s 69
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY ...c.ccciiiiiiiiiiiiiiieiiieieie et 70
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ...ttt et sttt et st 71

(2) Financial Statement Schedule

All schedules are omitted because they are not applicable, not required or the information is included in the financial statements or
notes thereto.
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(3) Exhibits
2.1+

3.1
32

4.1%
10.1++

10.2++
10.3++
10.4++
10.5++
10.6++
10.7++
10.8++
10.9++

10.10

10.11++

10.12%+

16.1

18.1%*
19.1%*
19.2

21.1%
23.1%
23.2%
24.1*
31.1%

31.2%

32.1%*
32.2%*
97.1

Agreement and Plan of Merger, dated as of June 26, 2025, by and among DNOW Inc., MRC Global Inc., Buck Merger
Sub, Inc. and Stag Merger Sub, LLC (Incorporated by reference to Exhibit 2.1 to our Current Report on Form 8-K filed on

June 26, 2025)

DNOW Inc. Amended and Restated Certificate of Incorporation (Incorporated by reference to Exhibit 3.1 to our Current
Report on Form 8-K filed on January 9, 2024)

DNOW Inc. Amended and Restated Bylaws (Incorporated by reference to Exhibit 3.2 to our Current Report on Form 8-K
filed on January 9, 2024)

Description of the Registrant’s Securities Registered Pursuant to Section 12 of the Securities and Exchange Act of 1934

Form of Employment Agreement for Executive Officers (Incorporated by reference to Exhibit 10.7 to our Current Report
on Form 8-K filed on May 30, 2014)

NOW Inc. 2014 Incentive Compensation Plan (Incorporated by reference to Exhibit 10.6 to our Amendment No.1 to Form
10, as amended, Registration Statement filed on April 8, 2014)

Form of Nonqualified Stock Option Agreement (Incorporated by reference to Exhibit 10.11 to our Quarterly Report on
Form 10-Q filed on May 7, 2015)

Form of Restricted Stock Award Agreement (3 year cliff vest) (Incorporated by reference to Exhibit 10.12 to our
Quarterly Report on Form 10-Q filed on May 7, 2015)

Form of Performance Award Agreement (Incorporated by reference to Exhibit 10.13 to our Quarterly Report on Form 10-
Q filed on May 7, 2015)

Form of Amendment to Employment Agreement for Executive Officers (Incorporated by reference to Exhibit 10.15 to our
Quarterly Report on Form 10-Q filed on November 2, 2016)

Employment Agreement between NOW Inc. and Chief Executive Officer David Cherechinsky (Incorporated by reference
to Exhibit 10.1 to our Current Report on Form 8-K filed on June 2, 2020)

Employment Agreement between NOW Inc. and Chief Financial Officer Mark Johnson (Incorporated by reference to
Exhibit 10.2 to our Current Report on Form 8-K filed on June 2, 2020)

Employment Agreement between DNOW Inc. and Chief Accounting Officer Gillian Anderson (Incorporated by reference
to Exhibit 10.2 to our Current Report on Form 8-K filed on November 6, 2025)

Amended and Restated Credit Agreement, dated as of November 6, 2025, by and among DNOW Inc., DNOW L.P., MRC
Global (US) Inc., Wells Fargo Bank, National Association and the lenders and other parties thereto (Incorporated by
reference to Exhibit 10.21 to our Current Report on Form 8-K filed on November 6, 2025)

DNOW Inc. 2024 Omnibus Incentive Plan (Incorporated by reference to Exhibit 10.1 to our Form S-8 Registration
Statement filed on May 24, 2024)

Second Amendment to US Guaranty and Security Agreement and Joinder Agreement, dated as of November 6, 2025,

among DNOW Inc., the lenders party thereto and Wells Fargo Bank, National Association, as administrative agent, an
issuing lender and swing lender

Letter of Ernst & Young LLP to the Securities and Exchange Commission, dated May 22, 2025 (Incorporated by reference
to Exhibit 16.1 to our Current Report on Form 8-K filed on May 21, 2025)

Preferability Letter from KPMG LLP regarding Change in Accounting Principle, dated February 25, 2026
Policy on Insider Trading

Policy regarding Special Insider Trading Procedures (Incorporated by reference to Exhibit 19.2 to our Annual Report on
Form 10-K/A filed on February 18, 2025)

Subsidiaries of the Registrant

Consent of Independent Registered Public Accounting Firm - KPMG LLP
Consent of Independent Registered Public Accounting Firm - Ernst & Young LLLP
Power of Attorney (included on signature page hereto)

Certification of Chief Executive Officer pursuant to Rule 13a-14a and Rule 15d-14(a) of the Securities and Exchange Act,
as amended

Certification of Chief Financial Officer pursuant to Rule 13a-14a and Rule 15d-14(a) of the Securities and Exchange Act,
as amended

Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

DNOW Incentive Based Compensation Recoupment Policy (Incorporated by reference to Exhibit 97.1 to our Annual
Report on Form 10-K filed on February 18, 2025)
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101.INS  Inline XBRL Instance Document — The instance document does not appear in the interactive data file because its XBRL
tags are embedded within the Inline XBRL document

101.SCH Inline XBRL Taxonomy Extension Schema Document

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document

101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Filed herewith.

** Furnished herewith.

+ Exhibits and schedules omitted pursuant to Item 601(a)(5) of Regulation S-K. A copy of any omitted exhibit or schedule will be
furnished supplementally to the SEC upon request.

++ Indicates management contract, compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

DNOW Inc.
Date: February 25, 2026
By:  /s/David A. Cherechinsky

David A. Cherechinsky
President, Chief Executive Officer and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Each person whose signature appears below in so signing, constitutes and appoints David A. Cherechinsky and Mark B. Johnson, and
each of them acting alone, his or her true and lawful attorney-in-fact and agent, with full power of substitution, for him or her and in
his or her name, place and stead, in any and all capacities, to execute and cause to be filed with the Securities and Exchange
Commission any and all amendments to this report, and in each case to file the same, with all exhibits thereto and other documents in
connection therewith, and hereby ratifies and confirms all that said attorney-in-fact or his substitute or substitutes may do or cause to
be done by virtue hereof.

Signature Title Date

/s/ David A. Cherechinsky President, Chief Executive Officer and Director February 25, 2026
David A. Cherechinsky

/s/ Mark B. Johnson Senior Vice President and Chief Financial Officer February 25, 2026
Mark B. Johnson Principal Financial Officer

/s/ Gillian Anderson Vice President and Chief Accounting Officer February 25, 2026
Gillian Anderson Principal Accounting Officer

/s/ Richard J. Alario Chairman of the Board February 25, 2026
Richard J. Alario

/s/ Terry Bonno Director February 25, 2026
Terry Bonno

/s/ Galen Cobb Director February 25, 2026
Galen Cobb

/s/ Paul Coppinger Director February 25, 2026
Paul Coppinger

/s/ George J. Damiris Director February 25, 2026
George J. Damiris

/s/ Karen David-Green Director February 25, 2026
Karen David-Green

/s/ Rodney W. Eads Director February 25, 2026
Rodney W. Eads

/s/ Ronald L. Jadin Director February 25, 2026
Ronald L. Jadin

/s/ Sonya Reed Director February 25, 2026
Sonya Reed
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
DNOW Inc.:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheet of DNOW Inc. and subsidiaries (the Company) as of December 31,
2025, the related consolidated statements of operations, comprehensive (loss) income, stockholders’ equity, and cash flows for the
year then ended, and the related notes (collectively, the consolidated financial statements). In our opinion, the consolidated financial
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2025, and the results of its
operations and its cash flows for the year then ended, in conformity with U.S. generally accepted accounting principles.

We also have audited the adjustments to the 2024 and 2023 consolidated financial statements to retrospectively apply the change in
accounting policy for inventory, as described in Note 1. In our opinion, such adjustments are appropriate and have been properly
applied. We were not engaged to audit, review, or apply any procedures to the 2024 or 2023 consolidated financial statements of the
Company other than with respect to the adjustments and, accordingly, we do not express an opinion or any other form of assurance on
the 2024 or 2023 consolidated financial statements taken as a whole.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company’s internal control over financial reporting as of December 31, 2025, based on criteria established in Internal
Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission, and our
report dated February 25, 2026 expressed an unqualified opinion on the effectiveness of the Company’s internal control over financial
reporting.

Change in Accounting Principle

As discussed in Note 1 to the consolidated financial statements, the Company has elected to change its method of accounting for its
U.S. based inventory from average cost to last-in, first-out (LIFO) as of January 1, 2023.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audit. We are a public accounting firm registered with the PCAOB
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to
error or fraud. Our audit included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining,
on a test basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our audit also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements. We believe that our audit provides a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate to accounts or
disclosures that are material to the consolidated financial statements and (2) involved our especially challenging, subjective, or
complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated financial
statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the
critical audit matters or on the accounts or disclosures to which they relate.

Fair values of customer relationship intangible assets

As discussed in Note 20 to the consolidated financial statements, on November 6, 2025, the Company acquired MRC Global Inc.
(MRC Global) in a business combination. As a result of the transaction, the Company acquired customer relationships intangible
assets associated with the generation of future income from existing customers. The acquisition-date fair values of the customer
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relationships intangible assets recorded by the Company were approximately $280 million. The Company used the multi-period
excess earnings method of the income approach to determine the estimated fair values of the customer relationships intangible assets.

We identified the evaluation of the acquisition-date fair values of the customer relationships intangible assets acquired in the MRC
Global business combination as a critical audit matter. A high degree of subjective auditor judgment was required to evaluate certain
assumptions used in the valuation models, including the forecasted revenues and long-term forecasted revenue growth rates, expected
customer attrition rates and the discount rate applied. Changes in these assumptions could have had a significant impact on the fair
values of the customer relationships intangible assets. Additionally, the audit effort associated with this estimate required specialized
skills and knowledge.

The following are the primary procedures we performed to address this critical audit matter. We evaluated the design and tested the
operating effectiveness of certain internal controls over the Company’s acquisition-date valuation process, including controls related
to the development of the above assumptions. We performed sensitivity analyses over the assumptions used to determine the
acquisition-date fair values of the customer relationships intangible assets to assess the impact changes in those assumptions would
have on the Company’s determination of fair values. We evaluated forecasted revenues used by the Company by comparing such
amounts to publicly available information for comparable companies, industry reports and actual historical revenues. We involved
valuation professionals with specialized skills and knowledge, who assisted in evaluating the:

° long-term forecasted revenue growth rates used by comparing to certain economic trend data such as GDP, inflation and
relevant industry data

o expected customer attrition rates applied by testing management’s process to develop the attrition rate using historical
revenue data

o discount rate used in the valuations by comparing the inputs to the discount rate to publicly available market data for
comparable entities.

Evaluation of audit evidence over revenue

As discussed in Note 3 to the consolidated financial statements, the Company recognized approximately $2.8 billion of revenue for the
year ended December 31, 2025. DNOW generates revenue across a significant number of geographically dispersed locations and
processes transactions through multiple information technology (IT) systems.

We identified the evaluation of the sufficiency of audit evidence over revenue as a critical audit matter. The number of Company
locations, the use of multiple IT systems with differing configurations and the decentralized nature of data required especially
subjective auditor judgment in determining the locations at which to perform audit procedures and in evaluating whether the evidence
obtained was sufficient and appropriate. Additionally, obtaining an understanding of the systems used in the Company’s recognition
of revenue and evaluating the related internal controls required specialized skills and knowledge.

The following are the primary procedures we performed to address this critical audit matter. We applied auditor judgment to
determine the nature and extent of procedures to be performed over revenue, including the determination of the Company locations at
which those procedures were to be performed. We evaluated the design and tested the operating effectiveness of certain internal
controls over the Company’s revenue recognition processes at certain locations. We involved IT professionals with specialized skills
and knowledge, who assisted in (1) gaining an understanding of the systems used in the Company’s recognition of revenue, and (2)
testing certain general IT controls, application controls and the completeness and accuracy of system-generated reports related to
recording revenue at certain locations. We assessed the recorded revenue for certain locations by performing a software-assisted data
analysis to test relationships among certain revenue transactions. We assessed the recorded revenue for certain locations by selecting a
sample of transactions and comparing the recognized amounts to underlying documentation. We evaluated the sufficiency of audit
evidence obtained by assessing the results of procedures performed, including the appropriateness of the nature and extent of such
evidence.

/s/ KPMG LLP
We have served as the Company’s auditor since 2025.

Houston, Texas
February 25, 2026
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
DNOW Inc.:

Opinion on Internal Control Over Financial Reporting

We have audited DNOW Inc. and subsidiaries' (the Company) internal control over financial reporting as of December 31, 2025,
based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission. In our opinion, the Company maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2025, based on criteria established in Internal Control — Integrated Framework
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the consolidated balance sheet of the Company as of December 31, 2025, the related consolidated statements of operations,
comprehensive (loss) income, stockholders’ equity, and cash flows for the year ended December 31, 2025, and the related notes
(collectively, the consolidated financial statements), and our report dated February 25, 2026 expressed an unqualified opinion on those
consolidated financial statements.

The Company acquired MRC Global Inc. during 2025, and management excluded from its assessment of the effectiveness of the
Company’s internal control over financial reporting as of December 31, 2025, MRC Global Inc.’s internal control over financial
reporting associated with 51% of total assets and 14% of total revenues included in the consolidated financial statements of the
Company as of and for the year ended December 31, 2025. Our audit of internal control over financial reporting of the Company also
excluded an evaluation of the internal control over financial reporting of MRC Global Inc.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting, included in the accompanying Management’s Annual Report on Internal
Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial
reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects.
Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ KPMG LLP

Houston, Texas
February 25, 2026
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Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of DNOW Inc.
Opinion on the Financial Statements

We have audited, before the effects of the adjustments to retrospectively apply the change in method for accounting for U.S. inventory
to the Last-In, First-Out (LIFO) method described in Note 1, the accompanying consolidated balance sheet of DNOW Inc. (the
Company) as of December 31, 2024, the related consolidated statements of operations, comprehensive income, stockholders' equity
and cash flows for each of the two years in the period ended December 31, 2024, and the related notes (the 2024 consolidated
financial statements, before the effects of the adjustments discussed in Note 1, are not presented herein). In our opinion, the
consolidated financial statements, before the effects to retrospectively apply the change in method for accounting for U.S. inventory to
the LIFO method described in Note 1, present fairly, in all material respects, the financial position of the Company at December 31,
2024, and the results of its operations and its cash flows for each of the two years in the period ended December 31, 2024, in
conformity with U.S. generally accepted accounting principles.

Change in Accounting Principle

We were not engaged to audit, review, or apply any procedures to the adjustments to retrospectively apply the change in method for
accounting for U.S. inventory to the LIFO method described in Note 1 and, accordingly we do not express an opinion or any other
form of assurance about whether such adjustments are appropriate and have been properly applied. Those adjustments were audited by
KPMG LLP.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to
be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

/s/ Ernst & Young LLP
We served as the Company’s auditor from 2013 to 2025.

Houston, Texas
February 18, 2025
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DNOW INC.
CONSOLIDATED BALANCE SHEETS
(In millions, except share and per share data)

ASSETS

Current assets:

Cash and cash equivalents

Receivables, net

Inventories, net

Prepaid and other current assets

Total current assets
Property, plant and equipment, net
Operating right-of-use assets
Deferred income taxes
Goodwill
Intangibles, net
Other assets
Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable

Accrued liabilities

Other current liabilities

Total current liabilities
Long-term debt
Long-term operating lease liabilities
Deferred income taxes
Other long-term liabilities

Total liabilities
Commitments and contingencies (Note 14)
Stockholders' equity:

Common stock - par value $0.01; 330 million shares authorized;
186,125,254 and 105,652,963 shares issued and outstanding at December 31, 2025
and 2024, respectively

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive loss

DNOW Inc. stockholders' equity

Noncontrolling interest

Total stockholders' equity
Total liabilities and stockholders' equity

See notes to consolidated financial statements.
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December 31,

2025 2024 (Revised)
164 S 256
874 388

1,192 352
48 32
2,278 1,028
264 157
160 40
11 93
617 230
565 65
29 8
3,924 $ 1,621
653§ 300
300 130
21 12
974 442
411 —
129 29
99 —
73 22
1,686 493
2 1
3,193 2,023
(836) (747)
(126) (153)
2,233 1,124
5 4
2,238 1,128
3,924 $ 1,621




DNOW INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share data)

Year Ended December 31,
2025 2024 (Revised) 2023 (Revised)

Revenue $ 2,820 $ 2,373  $ 2,321
Cost of products 2,342 1,842 1,782
Gross profit 478 531 539
Selling, general and administrative expenses 559 416 395
Impairment and other charges 12 6 —
Operating (loss) profit (93) 109 144
Other (expense) income @) 1 2)
(Loss) income before income taxes (100) 110 142
Income tax (benefit) provision (12) 31 (109)
Net (loss) income (88) 79 251
Net income attributable to noncontrolling interest 1 1 1
Net (loss) income attributable to DNOW Inc. $ 89) $ 78 8 250
(Loss) earnings per share attributable to DNOW Inc. stockholders:

Basic $ 0.76) $ 072 § 2.29

Diluted $ (0.76) $ 071 § 2.27
Weighted-average common shares outstanding, basic 118 106 107
Weighted-average common shares outstanding, diluted 118 107 108

See notes to consolidated financial statements.
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Net (loss) income

Other comprehensive income (loss):
Foreign currency translation adjustments
Comprehensive (loss) income

DNOW INC.

(In millions)

Comprehensive income attributable to noncontrolling interest

Comprehensive (loss) income attributable to DNOW Inc.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

Year Ended December 31,
2025 2024 (Revised) 2023 (Revised)
(88) $ 79 $ 251
27 (®) 5
61) 71 256
1
(62) $ 70§ 255

See notes to consolidated financial statements.



DNOW INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

Cash flows from operating activities:
Net (loss) income
Adjustments to reconcile net (loss) income to net cash provided by operating
activities
Depreciation and amortization
Increase (decrease) in LIFO reserve
Impairment and other charges
Stock-based compensation
Deferred income taxes
Operating lease expense
Other, net
Change in operating assets and liabilities, net of effects of acquisitions and
divestitures:
Receivables
Inventories
Prepaid and other current assets
Accounts payable
Accrued liabilities and other, net
Net cash provided by operating activities
Cash flows from investing activities:
Business acquisitions, net of cash acquired
Purchases of property, plant and equipment
Other, net
Net cash used in investing activities
Cash flows from financing activities:
Borrowings under the revolving credit facility
Repayments under the revolving credit facility
Repurchases of common stock
Shares withheld for taxes
Other, net
Net cash provided by (used in) financing activities
Effect of exchange rates on cash and cash equivalents
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental disclosures of cash flow information:

Income taxes paid, net

Interest paid

Non-cash investing and financing activities:

Accrued purchases of property, plant and equipment

Common stock issued in connection with acquisition of MRC Global

See notes to consolidated financial statements.
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Year Ended December 31,
2024 2023
2025 (Revised) (Revised)
$ (88) $ 79§ 251
52 34 26
27 4 4)
12 6 —
29 13 15
(16) 24 (118)
24 18 17
— 1 10
40 81 16
107 80 12
20 () 7
(37) (15) (20)
d5) 19) (24)
155 298 188
(574) (299) (32)
(21) ©) (17)
5 4 1
(590) (304) (48)
643 — —
(232) — —
(37) (23) (50)
(19) “4) (1)
(16) (6) “)
339 (33) (55)
4 4) 2
92) (43) 87
256 299 212
$ 164 $ 256§ 299
$ 3 3 6 $§ 10
4 _ _
$ 5% 1 $ 1
1,197 — —



DNOW INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

December 31, 2022
Net income
Common stock repurchased
Common stock retired
Stock-based compensation
Exercise of stock options
Shares withheld for taxes
Other comprehensive income
December 31, 2023

Net income
Common stock repurchased
Common stock retired
Stock-based compensation
Exercise of stock options
Vesting of restricted stock
Shares withheld for taxes
Other comprehensive loss
December 31, 2024

Net (loss) income
Common stock repurchased
Common stock retired
Stock-based compensation
Exercise of stock options
Shares withheld for taxes
Distribution to noncontrolling
interest
Acquisition of MRC Global
Other comprehensive income
December 31, 2025

(In millions)
Attributable to DNOW Inc. Stockholders
Common Stock Additional Retained Accum. Other Total
Shares Common Paid-In Earnings Comprehensive Treasury Noncontrolling Stockholders’
Qutstanding  Stock  Capital ((RDeevfiiscei:El)) Income (Loss) Stock Interest (1::::;:?;1)

110 $ 1$ 2,066 $ (1,075)$ (15008 — 8§ 2 $ 844
— — — 250 — — 1 251
— — — — —  (50) — (50)
4) — (50) — — 50 — —
— — 15 — — — — 15
— — 2 — — — — 2
— — — — (1)
— — — — 5 — — 5
106 $ 1$ 2,032 % (825)% (1458 — 8 38 1,066
— — — 78 — — 1 79
— — — @) — (23)
) — (23) — — 23 — —
— — 13 — — — — 13

1 — 5 — — — — 5

1 _ . - - - . -
o _ 4) _ — — — “4)
— — — — ®_ = — ®)
106 $ 1S 2023 $ (747)$ (153)$  — $ 4% 1,128
— — — (89) — — 1 (88)
— — — — — 37 — (37)
2 — (37) = — 37 — —
— — 29 — — — — 29
— — 1 — — — — 1
— — (19) — — — — (19)
— — — @) 2)
82 1 1,196 — — — 2 1,199
— — — — 27 — 27
186 $ 2% 3,193 $ (836)$ (126)$  — §$ 5% 2,238

See notes to consolidated financial statements.
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DNOW INC.
Notes to Consolidated Financial Statements

1. Organization and Basis of Presentation

Nature of Operations

DNOW Inc. (“DNOW?” or the “Company”) is a holding company headquartered in Houston, Texas that was incorporated in Delaware
on November 22, 2013. We operate primarily under the DNOW and MRC Global brands along with several affiliated brands
operating in local, regional or international markets that are tied to prior acquisitions. DNOW is a leading distributor of pipe, valves,
fittings (“PVF”), pumps and fabricated process and production equipment through its approximately 300 locations in the United States
(“U.S.”), Canada and select international locations which are geographically positioned to serve the energy and industrial markets.

On June 26, 2025, the Company entered into an Agreement and Plan of Merger (the “Merger Agreement”) with MRC Global Inc.
(“MRC Global”) in an all-stock transaction, inclusive of MRC Global's debt. On November 6, 2025 (the “Closing Date”’), DNOW
completed its acquisition of MRC Global. The merger is accounted for as a business combination in accordance with the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 805, where DNOW is the accounting
acquirer. See Note 20 “Acquisitions” for additional information. Following the completed transaction, DNOW updated its
disaggregated revenue and product categories to better reflect the expanded range of product and service offerings. Prior year amounts
have been reclassified to the current presentation. See Note 3 “Revenue” and Note 16 “Business Segments” for additional information.

The Company provides quality products customers require to build and maintain essential infrastructure and operating equipment
across the upstream, midstream, gas utilities, downstream, energy transition and industrial markets as well as innovative supply chain
solutions, technical product expertise and a robust digital platform to customers globally through our leading position across each of
our diversified end-markets including the following sectors:

o Upstream: exploration, production and extraction of oil and gas, as well as the use and disposal of produced water
° Midstream: transmission and gathering infrastructure for processing and transmission of oil, gas or water

o Gas Utilities: gas utilities (storage and distribution of natural gas)

o Downstream and Industrial: downstream and industrial including crude oil refining, petrochemical and chemical

processing, general industrials, pharmaceutical, mining, water/wastewater treatment, data centers, liquefied natural gas
(“LNG”) terminals and renewable natural gas (“RNG”) facilities

The Company offers a comprehensive portfolio of products, including an extensive array of PVF, gas products, pumps, fabricated
equipment, oilfield supply, valve automation and modification, measurement, instrumentation and other general and specialty products
from its global network of suppliers. Additionally, through the Company’s DigitaINOW® and MRCGO™ e-commerce platforms,
customers can leverage technology across applications to solve a wide array of complex operational and product sourcing challenges.

Basis of Presentation

The accompanying consolidated financial statements include the accounts of the Company and its consolidated subsidiaries and have
been prepared in accordance with accounting principles generally accepted in the U.S. (“GAAP”). All intercompany transactions and
accounts have been eliminated. Variable interest entities for which the Company is the primary beneficiary are fully consolidated with
the equity held by the outside stockholders and their portion of net (loss) income reflected as noncontrolling interest in the
accompanying consolidated financial statements.

Reclassification

Certain amounts in the prior period financial statements have been reclassified to conform with the Company's current period
presentation. Specifically, amounts previously reported in “Other assets” have been reclassified to “Operating right-of-use assets.” In
the fourth quarter of 2025, the Company elected to begin presenting a subtotal for gross profit and changed the terminology used in
the Company's reporting from “warehousing, selling and administrative” to “selling, general and administrative expenses” on the
consolidated statements of operations. These reclassifications have no effect on previously reported total assets, total liabilities and
stockholders’ equity, or net (loss) income on the Company's consolidated financial statements.

Change in Accounting Principles

During the fourth quarter of 2025, DNOW changed its inventory valuation method for U.S. inventories from the moving average cost
method to the Last-In, First-Out (“LIFO”) method. The Company determined that retrospective application for periods prior to fiscal
year 2023 was impracticable due to the need to establish a base-year cost and reconstruct historical layers because records of inventory
purchases and sales are no longer available for all prior years. However, the Company has all of the information necessary to apply the
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LIFO method on a prospective basis beginning in 2023. The Company determined that LIFO is preferable under ASC 250 because it
better reflects the current cost of inventory in cost of products, given the commodity-like nature of DNOW?’s products and the frequent
price fluctuations driven by pricing pressure, global supply dynamics, tariffs and inflation. The Company also concluded the LIFO
basis of accounting is the preferable method for determining inventory cost for its U.S. business because it more accurately reflects the
current value and physical flow of inventory, harmonizes the Company's accounting for inventory across the U.S. and aligns
operationally with how the U.S. business is managed.

The impact of all adjustments made to the consolidated financial statements presented is summarized in the following tables:

Year Ended December 31,
2024 2023
.A S Pre\i?zusly Effect of A S Pre\j?susly Effect of
Adjusted Reported Change Adjusted Reported Change

Consolidated Statements of Operations
Cost of products $ 1,842 $§ 1838 $ 4 $ 1,782 §$§ 1,786 $ 4)
Gross profit 531 535 4) 539 535 4
Operating profit 109 113 4) 144 140 4
Income before income taxes 110 114 4) 142 138 4
Income tax provision (benefit) 31 32 (1) (109) (110) 1
Net income 79 82 3) 251 248 3
Net income attributable to DNOW Inc. 78 81 3) 250 247 3
Earnings per share attributable to DNOW Inc.
stockholders:

Basic $ 072 § 075 $§ (003) $ 229 $§ 226 $ 0.03

Diluted $ 071 § 074 $§ (003) $ 227 $ 224 §$ 0.03
Consolidated Statements of Comprehensive (Loss)
Income
Net income $ 79 S 82 $ 3) $ 251 § 248 $ 3
Comprehensive income 71 74 3) 256 253 3
Comprehensive income attributable to DNOW Inc. 70 73 (3) 255 252 3
Consolidated Balance Sheets
Inventories, net $ 352§ 352§ — $ 370 $ 366 $ 4
Total current assets 1,028 1,028 — 1,072 1,068 4
Deferred income taxes 93 93 — 117 118 (1)
Total assets 1,621 1,621 — 1,532 1,529 3
Accumulated deficit (747) (747) — (825) (828) 3
DNOW Inc. stockholders' equity 1,124 1,124 — 1,063 1,060 3
Total stockholders' equity 1,128 1,128 — 1,066 1,063 3
Total liabilities and stockholders' equity 1,621 1,621 — 1,532 1,529 3
Consolidated Statements of Cash Flows
Net income $ 79 $ 82 $ 3) $ 251 $ 248  $
Increase (decrease) in LIFO reserve 4 — 4 4) — 4)
Deferred income taxes 24 25 (1) (118) (119) 1
Net cash provided by operating activities 298 298 — 188 188 —
Consolidated Statements of Stockholders' Equity
Retained deficit at beginning of year § (825) § (828) § 3 § (1,075) § (1,075) § —
Retained deficit at end of year (747) (747) — (825) (828) 3
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Recently Issued Accounting Standards

In December 2025, the FASB issued Accounting Standards Update (“ASU”) 2025-11, Interim Reporting (Topic 270): Narrow-Scope
Improvements which clarifies the interim reporting requirements by improving navigability of Topic 270 and more clearly specifying
what disclosures are required in an interim reporting period. It is not intended to significantly change interim reporting or expand or
reduce interim disclosure requirements. ASU 2025-11 is effective for public business entities for interim reporting periods within
annual reporting periods beginning after December 15, 2027, with early adoption permitted. The Company is currently assessing the
impact of ASU 2025-11 in its consolidated financial statements and its disclosures.

In September 2025, the FASB issued ASU 2025-06, Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-40):
Targeted Improvements to the Accounting for Internal-Use Software, which is intended to modernize the accounting for internal-use
software costs by removing the previous “development stage” model and introducing a model that aligns with current software
development methods, such as the agile approach. Capitalization of eligible costs will begin when management has authorized and
committed to funding the software project and it is probable the project will be completed and the software will be used for the
function intended. This update will be effective for annual periods beginning after December 15, 2027, and interim reporting periods
within those annual periods. Entities may apply the guidance using a prospective, retrospective or modified transition approach. Early
adoption is permitted as of the beginning of an annual period. The Company is currently assessing the impact of the provisions of
ASU 2025-06 in its consolidated financial statements.

In November 2024, the FASB issued ASU 2024-03, Income Statement-Reporting Comprehensive Income-Expense Disaggregation
Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses, which requires more detailed information related to
types of expenses in commonly presented captions in income statements. ASU 2024-03 is effective for annual periods beginning after
December 15, 2026, and interim periods within fiscal years beginning after December 15, 2027, with early adoption permitted. The
Company will not early adopt, and is currently assessing the impact of ASU 2024-03 in its consolidated financial statements and its
disclosures.

Recently Adopted Accounting Standards

In July 2025, the FASB issued ASU 2025-05, Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses for
Accounts Receivable and Contract Assets, which provides all entities with a practical expedient for estimating expected credit losses
on current trade receivables and contract assets under Topic 606. The practical expedient allows entities to assume that current
conditions as of the balance sheet date remain unchanged for the remaining life of the asset. ASU 2025-05 is effective for fiscal years
beginning after December 15, 2025, with early adoption permitted. The Company early adopted this standard effective September 30,
2025. The adoption of this standard did not have a material impact on its consolidated financial statements. See Note 2 “Summary of
Significant Accounting Policies” and Note 4 “Receivables, net” for additional information.

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740), which requires public companies to expand the
income tax disclosures. The ASU requires entities to disclose more detailed information in their effective tax rate reconciliation and
their cash taxes paid both in the U.S., state and foreign jurisdictions. ASU 2023-09 is effective for annual periods beginning after
December 15, 2024, with early adoption permitted for annual financial statements that have not yet been issued. For the fiscal year
ended December 31, 2025, the Company adopted this standard using the allowed prospective transition method. See Note 10 “Income
Taxes” for additional information.

2. Summary of Significant Accounting Policies

Cash and Cash Equivalents

Cash and cash equivalents consist of all highly liquid investments with maturities of three months or less at the date of purchase.

Fair Value Measurement

We measure certain of our assets and liabilities based on a fair value hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The three-level hierarchy, from highest to lowest level of observable inputs, is as follows:

Level 1 — Valuations based on quoted prices in active markets for identical assets or liabilities;

Level 2 — Valuations based on observable inputs that do not meet the criteria for Level 1, including quoted prices in inactive
markets and quoted prices in active markets for similar but not identical instruments; and

Level 3 — Valuations based on unobservable inputs.
The carrying amounts of cash and cash equivalents, receivables and payables approximated fair value because of the relatively short
maturity of these instruments. The Company may utilize derivative financial instruments to manage exposure to market risks. The

Company does not designate its derivative financial instruments as hedging instruments; therefore, the Company records its derivative
financial instruments on the consolidated balance sheets at fair value, with the gains and losses recognized in earnings in the period of
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change. The Company's derivative assets, derivative liabilities and related gains or losses were immaterial for all periods presented.
The Company’s long-term debt is recorded at carrying value, which approximates fair value due to variable interest rates, and is
classified within Level 2 of the fair value hierarchy.

Inventories

Inventories consist primarily of oilfield and industrial finished goods. During the fourth quarter of 2025, DNOW changed its inventory
valuation method for U.S. inventories from the moving average cost method to the LIFO method. The Company's U.S. inventories are
valued at the lower of cost or market. Inventories held outside of the U.S. are valued at the lower of average cost or net realizable
value. See Note 1 “Organization and Basis of Presentation” related to change in accounting principles for additional information.

Reserves for excess and obsolete inventories are determined based on the Company’s historical usage of inventory on hand as well as
its future expectations.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost. Expenditures for major improvements that extend the lives of property, plant and
equipment are capitalized while minor replacements, maintenance and repairs are charged to expense as incurred. Disposals are
removed at cost less accumulated depreciation with any resulting gain or loss reflected in the results of operations for the respective
period. Depreciation is provided using the straight-line method over the estimated useful lives of individual items.

Certain systems development costs related to the purchase, development and installation of computer software are capitalized and
amortized over the estimated useful life of the related asset. Software development costs consist of certain payroll and equity-based
compensation costs incurred to develop functionality of our internal-use software solutions. The Company capitalizes certain software
development costs for new offerings as well as significant upgrades and enhancements to its existing software solutions. The
Company does not transfer ownership of its software, license, or lease our software to third parties. Costs incurred prior to the
development stage, as well as maintenance, training costs and general and administrative expenses are expensed as incurred.

Long-lived Assets, Excluding Goodwill and Indefinite-lived Intangible Assets

Long-lived assets, other than goodwill and indefinite-lived intangibles, include property, plant and equipment, operating right-of-use
(“ROU”) assets and identified intangible assets with finite lives. Identified intangible assets with finite lives consist primarily of
customer relationships, trademarks, trade names and patents acquired in acquisitions. Amortization is provided using the straight-line
method over the estimated useful lives of the long-lived assets.

The Company evaluates the recoverability of long-lived assets for possible impairment whenever events or circumstances indicate that
the carrying amount of such assets may not be recoverable. Recoverability of these assets is measured by a comparison of the carrying
amounts to the future undiscounted cash flows the assets are expected to generate. If such review indicates that the carrying amount of
long-lived assets is not recoverable, the carrying amount of such assets is reduced to fair value. In addition to the recoverability
assessment, the Company routinely reviews the remaining estimated useful lives of long-lived assets. If the Company changes the
estimated useful life assumption for any asset, the remaining unamortized balance is amortized or depreciated over the revised
estimated useful life.

The Company determines the fair value of long-lived assets primarily using the discounted cash flow method. The starting point for
each asset's projected cash flow from operations is the detailed annual plan or updated forecast. The detailed planning and forecasting
process takes into consideration a multitude of factors including worldwide rig activity, inflationary forces, pricing strategies,
customer analysis, operational issues, competitor analysis, capital spending requirements, working capital requirements and customer
needs among other items which impact projections. Cash flows beyond the specific operating plans were estimated using a terminal
value calculation, which incorporated historical and forecasted financial cyclical trends and also considered long-term earnings growth
rates. The financial and credit market volatility impacts the fair value measurement by adjusting the discount rate. When a quantitative
test is performed, the Company utilizes third-party valuation advisors to assist with these valuations. These analyses include
significant judgments as mentioned above, including management’s short-term and long-term forecast of operating performance,
discount rates based on the weighted average cost of capital, revenue growth rates, profitability margins, the timing of future cash
flows, the remaining useful life and service potential of the asset, all of which are considered level 3 inputs under the fair value
hierarchy when a quantitative test is performed.

Goodwill and Indefinite-lived Intangible Assets

The Company performs goodwill and indefinite-lived intangible impairment testing annually in the fourth quarter of each fiscal year
or more frequently on an interim basis when events or circumstances indicate that an impairment may exist. The Company uses either
a qualitative assessment or a quantitative assessment. If the qualitative assessment indicates it is more-likely-than-not that the fair
value of a reporting unit or an indefinite-lived intangible asset is less than its carrying value, a quantitative assessment is performed.
Events or circumstances which could indicate a potential impairment include, but are not limited to, a significant reduction in
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worldwide oil and gas prices or drilling; a significant reduction in profitability or cash flow of oil and gas companies or drilling
contractors; a significant reduction in worldwide well completion and remediation activity; a significant reduction in capital
investment by other oilfield service companies; or a significant increase in worldwide inventories of oil or gas.

The Company evaluates goodwill for impairment at the reporting unit level, which is defined as an operating segment or one level
below that constitutes a business for which financial information is available and is regularly reviewed by management. The Company
currently has four reporting units for this purpose — U.S. Energy Centers, U.S. Process Solutions, Canada and International. The
Company tests goodwill for impairment by comparing the fair value of a reporting unit to its carrying value. If the carrying amount
exceeds the fair value of a reporting unit, an impairment loss is recognized in an amount equal to that excess, but not to exceed the
total amount of goodwill allocated to that reporting unit.

The Company determines the fair value of both goodwill and indefinite-lived intangible assets primarily using the discounted cash
flow method and in the case of goodwill, a multiples-based market approach for comparable companies when applicable. The starting
point for each reporting unit’s projected cash flow from operations is the detailed annual plan or updated forecast. The detailed
planning and forecasting process takes into consideration a multitude of factors including worldwide rig activity, inflationary forces,
pricing strategies, customer analysis, operational issues, competitor analysis, capital spending requirements, working capital
requirements and customer needs among other items which impact the individual reporting unit projections. Cash flows beyond the
specific operating plans were estimated using a terminal value calculation, which incorporated historical and forecasted financial
cyclical trends for each reporting unit and also considered long-term earnings growth rates. The financial and credit market volatility
impacts the fair value measurement by adjusting the discount rate. When a quantitative test is performed, the Company utilizes third-
party valuation advisors to assist with these valuations. These analyses include significant judgments as mentioned above, including
management’s short-term and long-term forecast of operating performance, discount rates based on the weighted average cost of
capital, revenue growth rates, profitability margins, the timing of future cash flows, all of which are considered level 3 inputs under
the fair value hierarchy when a quantitative test is performed.

Foreign Currency

The functional currency for most of the Company’s foreign operations is the local currency. Certain foreign operations use the U.S.
dollar as the functional currency. For those that have local currency as functional the cumulative effects of translating the balance
sheet accounts from the functional currency into the U.S. dollar at current exchange rates are included in accumulated other
comprehensive (loss) income. Revenues and expenses are translated at average exchange rates in effect during the period. Upon
complete or substantially complete liquidation of a foreign subsidiary, the accumulated foreign currency translation gains and losses
relating to the foreign subsidiary are reclassified into earnings, and reflected in impairment and other charges in the consolidated
statements of operations. See Note 15 “Accumulated Other Comprehensive (Loss) Income” for additional information.

Accordingly, financial statements of these foreign subsidiaries are remeasured to U.S. dollars for consolidation purposes using current
rates of exchange for monetary assets and liabilities and historical rates of exchange for nonmonetary assets and related elements of
expense. Revenue and expense elements are remeasured at rates that approximate the rates in effect on the transaction dates. For all
operations, gains or losses from remeasuring foreign currency transactions into the reporting currency are included in other (expense)
income. Net foreign currency transactions were a loss of $2 million, $1 million and $1 million for the years ended December 31, 2025,
2024 and 2023, respectively, and were included in other (expense) income in the accompanying consolidated statements of operations.

Revenue Recognition

Substantially all of the Company's revenue is recognized at a point in time once the Company has determined that the customer has
obtained control over the product. Control is typically deemed to have been transferred to the customer when the product is shipped,
delivered or picked up by the customer. The Company does not grant extended payment terms. Revenue is recognized net of any taxes
collected from customers, which are subsequently remitted to proper government authorities. Shipping and handling costs for product
shipments occur prior to the customer obtaining control of the goods and are recorded in cost of products.

The amount of revenue recognized reflects the consideration to which the Company expects to be entitled to receive in exchange for
products sold. Revenue is recorded at the transaction price net of estimates of variable consideration, which may include product
returns, trade discounts and allowances. The Company accrues for variable consideration using the expected value method. Estimates
of variable consideration are included in revenue to the extent that it is probable that a significant reversal in the amount of cumulative
revenue recognized will not occur. Amounts received in advance of shipment are deferred and recognized when the performance
obligations are satisfied. In some cases, particularly with third-party pipe shipments, the Company considers shipping and handling
costs to be separate performance obligations, and as such, the Company records the revenue and cost of products when the
performance obligation is fulfilled. While a small proportion of the Company's sales, the Company occasionally recognizes

revenue under a bill and hold arrangement. Recognition of revenue on bill and hold arrangements occurs when control transfers to the
customer provided that the reason for the bill and hold arrangement is substantive, the product is separately identified as belonging to
the customer, ready for physical transfer and unavailable to be used or directed to another customer.
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Cost of Products

Cost of products includes the cost of inventory sold and related items, such as vendor consideration, inventory allowances and
reserves, amortization of intangibles and inbound and outbound freight. Certain purchasing costs and warehousing activities
(including receiving, inspection and stocking costs), as well as general warehousing expenses, are included in selling, general and
administrative expenses and not in cost of products.

Income Taxes

The asset and liability method is used to account for income taxes. Deferred tax assets and liabilities are determined based on
differences between the financial reporting and tax basis of assets and liabilities and are measured using the enacted tax rates that will
be in effect when the differences are expected to reverse. Valuation allowances are established when necessary to reduce deferred tax
assets to amounts which are more-likely-than-not to be realized.

A tax benefit from an uncertain tax position may be recognized when it is more likely than not that the position will be sustained upon
examination, including any related appeals or litigation processes, on the basis of the technical merits. The Company adjusts these
liabilities when its judgment changes as a result of the evaluation of new information not previously available. Because of the
complexity of some of these uncertainties, the ultimate resolution may result in a payment that is materially different from the
Company's current estimate of the tax liabilities. These differences will be reflected as increases or decreases to income tax expense in
the period in which the new information is available. The Company classifies interest and penalties related to unrecognized tax
positions as income taxes in the financial statements.

Concentration of Credit Risk and Allowance for Credit Losses

The Company grants credit to its customers, which operate primarily in the energy, industrial and manufacturing markets.
Concentrations of credit risk are limited because the Company has a large number of geographically diverse customers, thus spreading
trade credit risk. The Company controls credit risk through credit evaluations, credit limits and monitoring procedures. The Company
performs periodic credit evaluations of its customers’ financial condition and, generally, does not require collateral but may require
letters of credit or prepayments for certain sales.

Allowance for credit losses is estimated based on an evaluation of accounts receivable aging and the related historical loss experience.
In accordance with ASU 2025-05, the Company assumes that current conditions as of the balance sheet date will remain unchanged
over the remaining life of the asset when estimating expected credit losses on current trade receivables and contract assets. Judgments
in the estimate of allowance for credit losses include global economic and business conditions, oil and gas industry and market
conditions, customer’s financial conditions and accounts receivable past due. Balances that remain outstanding after the Company has
used reasonable collection efforts are written off. The provision for credit losses is included in selling, general and administrative
expenses in the accompanying consolidated statements of operations.

As of December 31, 2025, the Company did not have any customers that represented approximately 10% of total revenues. As of
December 31, 2024, the Company had one customer in the U.S. segment that represented approximately 10% of total revenues.

Stock-Based Compensation

Compensation expense for the Company’s stock-based compensation plans is measured using the fair value method required by ASC
Topic 718 “Compensation—Stock Compensation”. Under this guidance the fair value of the award is measured on the grant date and
amortized to expense using the straight-line method over the shorter of the vesting period or the remaining requisite service period.
Forfeitures are recognized as they occur.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
reported and contingent amounts of assets and liabilities as of the date of the financial statements and reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates. The Company periodically evaluates its
estimates and judgments that are most critical in nature, which are related to inventories, goodwill, purchase price allocation of
acquisitions, and income taxes. On an ongoing basis, the Company evaluates such estimates by comparing to historical experience and
trends, which form the basis for making judgments about the carrying value of assets and liabilities.

Contingencies

The Company accrues for costs relating to litigation claims and other contingent matters, when such liabilities become probable and
reasonably estimable. Such estimates may be based on advice from third parties or on management’s judgment, as appropriate.
Revisions to contingent liabilities are reflected in income in the period in which different facts or information become known or
circumstances change that affect the Company’s previous judgments with respect to the likelihood or amount of loss. Amounts paid
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upon the ultimate resolution of contingent liabilities may be materially different from previous estimates and could require
adjustments to the estimated reserves to be recognized in the period such new information becomes known.

The Company is self-insured for certain U.S. employee healthcare as well as certain physical damage to automobiles that the
Company owns, leases or rents, and product warranty and recall liabilities. In addition, the Company maintains a deductible/retention
program as it relates to insurance for property, inventory, workers’ compensation, automobile liability, asbestos claims with exposure
claimed or occurring prior to 1994, general liability claims (including, among others, certain product liability claims for property
damage, death or injury) and cybersecurity claims. The Company estimates its reserve for all unpaid medical claims, including those
incurred but not reported, based on historical experience, adjusted as necessary based upon management’s reasoned judgment.

In circumstances where the most likely outcome of a contingency can be reasonably estimated, the Company accrues a liability for
that amount. Where the most likely outcome cannot be estimated, a range of potential losses is established, and, if no one amount in
that range is more likely than others, the low end of the range is accrued.

3. Revenue

Remaining Performance Obligations

Remaining performance obligations represent the transaction price of firm orders for which work has not been performed on contracts
with an original expected duration of more than one year. The Company’s contracts are predominantly short-term in nature with a
contract term of one year or less. Therefore, the Company has utilized the practical expedient in ASC Topic 606 exempting the
Company from disclosure of the transaction price allocated to remaining performance obligations when the performance obligation is
part of a contract that has an original expected duration of one year or less.

Receivables

Receivables are recorded when the Company has an unconditional right to consideration from the customer.

Contract Balances

Contract assets consist of retainage amounts held as a form of security by customers until the Company satisfies its remaining
performance obligations. Contract assets are considered accounts receivable for which only the passage of time is required be fore
payment is due. In certain cases, particularly those involving customer-specific documentation requirements, invoicing is delayed until
the Company is able to meet the documentation requirements. In these cases, the Company recognizes a contract asset separate from
accounts receivable until those requirements are met, and the Company is able to invoice the customer. As of December 31, 2025 and
2024, contract assets were $55 million and $1 million, respectively, and were included in receivables, net in the consolidated balance
sheets. The increase in contract assets for the year ended December 31, 2025 was primarily related to the acquisition of MRC Global.
The Company generally accounts for the incremental costs of obtaining a contract as an expense when incurred if the amortization
period of the asset that the entity otherwise would have been recognized is one year or less; however, these expenses are not material.

Contract liabilities primarily consist of deferred revenues recorded when customer payments are received or due in advance of the
Company satisfying its contractually agreed performance obligations, including refundable amounts and other accrued customer
liabilities. Revenue recognition is deferred to a future period until those performance obligations are satisfied. As of December 31,
2025 and 2024, contract liabilities were $50 million and $31 million, respectively, and were included in accrued liabilities on the
consolidated balance sheets. The increase in contract liabilities for the year ended December 31, 2025 was due to net current year
customer deposits of approximately $46 million, which includes approximately $20 million related to the acquisition of MRC Global.
These increases were partially offset by recognizing revenue of approximately $27 million that was deferred as of December 31, 2024.

Disaggregated Revenue

The Company's disaggregated revenue represents the business of selling products and service offerings to the energy sector across
each of the Upstream (exploration, production and extraction), Midstream (gathering, processing and transmission of oil and gas), Gas
Utilities (storage and distribution of natural gas) and Downstream and Industrial (crude oil refining, petrochemical and chemical
processing and general industrials) sectors in each of the Company's reportable segments. Each of the Company's end markets and
geographical reportable segments are impacted and influenced by varying factors, including macroeconomic environment, commodity
prices, maintenance and capital spending and exploration and production activity. As such, the Company believes that this information
is important in depicting the nature, amount, timing and uncertainty of our contracts with customers.
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As disclosed in Note 1 “Organization and Basis of Presentation”, DNOW completed its acquisition of MRC Global on November 6,
2025. Following the transaction, DNOW determined that it has three reportable segments pursuant to FASB ASC Topic 280, Segment
Reporting, but has disaggregated its revenues by sector for each reportable segment as the Company believes this best depicts how the
nature, amount, timing and uncertainty of its revenue and cash flows are affected by economic factors. Prior year amounts have been
reclassified to the current presentation. The following table presents our revenue disaggregated by revenue source (in millions):

United States Canada International Total
2025
Upstream $ 1,351 $ 176  $ 230 $ 1,757
Midstream 564 18 8 590
Gas Utilities 183 1 1 185
Downstream and Industrial 196 19 73 288
Total revenues $ 2,294 $ 214§ 312§ 2,820
2024
Upstream $ 1,258  $ 209 $ 208 $ 1,675
Midstream 430 20 2 452
Gas Utilities 40 2 — 42
Downstream and Industrial 152 22 30 204
Total revenues $ 1,880 $ 253 § 240 $ 2,373
2023
Upstream $ 1,326 $ 238  $ 255 $ 1,819
Midstream 238 16 1 255
Gas Utilities 34 3 — 37
Downstream and Industrial 151 25 34 210
Total revenues $ 1,749 $ 282 §$ 200 $ 2,321

4. Receivables, net

Receivables are recorded and carried at the original invoiced amount less an allowance for credit losses. Activity in the allowance for
credit losses was as follows (in millions):

December 31,

2025 2024 2023
Allowance for credit losses
Beginning balance $ 15 % 26 $ 25
Additions (deductions) charged to expenses 3 ) 2
Charge-offs and other (4) 9) (1)
Ending balance $ 14 $ 15 $ 26

5. Inventories, net

Inventories consist primarily of (in millions):

December 31,

2025 2024 (Revised)
U.S. finished goods inventory at average cost $ 1,078 § 287
Outside U.S. finished goods inventory at average cost 154 82
Total finished goods inventory 1,232 369
Less: Excess of average cost over LIFO cost (LIFO reserve) (27) —
Less: Other inventory reserves (13) a7)
Inventories, net $ 1,192  $ 352
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6. Property, Plant and Equipment, net

Property, plant and equipment consist of (in millions):

Estimated December 31,
Useful Lives 2025 2024

Information technology assets 1-10 Years $ 182 § 45
Operating equipment 2-15 Years 229 60
Rental equipment 1-15 Years 103 92
Buildings and land (" 5-40 Years 102 100
Finance lease ROU assets 2-7 Years 60 46
Construction in progress 5 3

Total property, plant and equipment 681 346
Less: accumulated depreciation (417) (189)

Property, plant and equipment, net $ 264 § 157

() Land has an indefinite life.

Depreciation expense was $41 million, $27 million and $21 million for the years ended December 31, 2025, 2024 and 2023,
respectively.

7. Accrued Liabilities
Accrued liabilities consist of (in millions):

December 31,

2025 2024
Compensation and other related expenses $ 118 § 33
Contract liabilities 50 31
Taxes (non-income) 32 15
Current portion of operating lease liabilities 45 13
Accrued selling, general and administrative expenses 36 23
Other 19 15
Accrued liabilities $ 300 $ 130
8. Goodwill
Goodwill is identified by segment as follows (in millions):
United States Canada International Total
Balance at December 31, 2023 $ 139 § — 3 — 3 139
Additions 91 — — 91
Balance at December 31, 2024 $ 230 $ — 3 — 3 230
Additions 290 — 97 387
Balance at December 31, 2025 $ 520 § — 3 97 $ 617

(M Net of prior years' accumulated impairment losses of $518 million, $87 million and $99 million in the U.S., Canada and International
segments, respectively.

During the fourth quarter of 2025, 2024 and 2023, the Company performed its annual goodwill impairment assessment using a
qualitative assessment that did not indicate a more detailed quantitative analysis was necessary. This assessment evaluated changes in
macroeconomic conditions, overall industry and market considerations and company-specific business metrics, performance and
events. See Note 20 “Acquisitions” for additional information.
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9. Intangibles, net

Identified intangible assets by major classification consist of the following (in millions):

Accumulated Net Book
Gross Amortization Value
December 31, 2025:
Trade names and patents (V $ 253§ 5) $ 248
Customer relationships 333 (16) 317
Other 4 4) —
Total identified intangibles $ 590 $ 25) $ 565
December 31, 2024:
Trade names and patents $ 22 % 2 $ 20
Customer relationships 52 (8) 44
Other 4 3) 1
Total identified intangibles $ 78 8 (13) $ 65

(M For the year ended December 31, 2025, trade names and patents include $230 million of trade names, which are classified as
indefinite-lived intangible assets.

No impairment for intangible assets was recognized for the years ended December 31, 2025, 2024 and 2023.

Amortization expense was $11 million, $7 million and $5 million for the years ended December 31, 2025, 2024 and 2023,
respectively. The following table represents the total estimated amortization of intangible assets for the five succeeding years (in
millions):

Estimated
Amortization
For the Year Ending December 31, Expense
2026 $ 26
2027 26
2028 26
2029 26
2030 25

10. Income Taxes

The domestic and foreign components of (loss) income before income taxes were as follows (in millions):

Year Ended December 31,
2025 2024 (Revised) 2023 (Revised)
United States $ (114) $ 93 % 110
Foreign 14 17 32
(Loss) income before income taxes $ (100) $ 110§ 142
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The income tax (benefit) provision for 2025, 2024 and 2023 consisted of the following (in millions):

Year Ended December 31,
2025 2024 (Revised) 2023 (Revised)
U.S. Federal:
Current $ — 3 — 3 —
Deferred (15) 21 (98)
(15) 21 (98)
U.S. State:
Current 1 1 1
Deferred 4 2 (15)
3) 3 (14)
Foreign:
Current 7 6 8
Deferred (1) 1 (5)
6 7 3
Income tax (benefit) provision $ (12) $ 31 §$ (109)

The reconciliation between the Company’s effective tax rate on income from continuing operations and the statutory federal income
tax rate for the year ended December 31, 2025 is as follows (in millions):

Year Ended December 31, 2025

Amount Percent
U.S. federal statutory income tax $ (21) 21.0%
State and local income tax, net of federal income tax effect (V 2) 2.0%
Foreign tax effects:
Canada
Withholding tax 2 (2.0)%
Kazakhstan
Nondeductible currency translation loss 2 (2.0)%
Other foreign jurisdictions (1) 1.0%
Effect of cross-border tax laws 1 (1.0)%
Nontaxable or nondeductible items
Nondeductible compensation, net of excess tax benefits 3 (3.0)%
Nondeductible transaction costs 3 (3.0)%
Other 1 (1.0)%
Income tax benefit $ (12) 12.0%

(M State and local tax benefit in Louisiana, Pennsylvania and Colorado comprised the majority of the tax effect in this category.

The reconciliation between the Company’s effective tax rate on income from continuing operations and the statutory federal income
tax rate for the years ended December 31, 2024 and 2023 is as follows (in millions):

Year Ended December 31,
2024 (Revised) 2023 (Revised)

Income tax provision at federal statutory rate $ 23 $ 30
Foreign tax rate differential 1 1
State income tax provision, net of federal benefit 3 4
Nondeductible expenses 4 2
Currency translation losses 1 —
Foreign tax credits 2 —
Change in valuation allowance 4) (148)
Other 1 2

Income tax provision (benefit) $ 31 $ (109)
Effective tax rate 28.2% (76.8)%

In general, the effective tax rate differs from the U.S. statutory rate due to recurring items, such as differing tax rates on income earned
in foreign jurisdictions, nondeductible expenses and state income taxes. For the year ended December 31, 2025, the effective tax rate
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was lower than the U.S. federal statutory tax rate due to nondeductible expenses incurred in connection with acquisitions, as well as
foreign currency translation losses and other charges incurred as a result of substantially completing the liquidation of certain foreign
subsidiaries with no associated tax benefit. For the year ended December 31, 2024, the effective tax rate was also impacted by foreign
currency translation losses and other charges incurred as a result of substantially completing the liquidation of certain foreign
subsidiaries with no associated tax benefit, foreign tax credits expiring unused in the period and the change in valuation allowance
recorded against deferred tax assets. For the year ended December 31, 2023, the effective tax rate was primarily driven by a $148
million deferred tax benefit from the release of the valuation allowance against certain U.S. and non-U.S. deferred tax assets and the
recognition of tax expense from earnings in Canada and the United Kingdom.

The summary of income taxes paid, net of refunds, by jurisdiction for the year ended December 31, 2025 is as follows (in millions):

Year Ended
December 31, 2025
United States - Federal $ 3)
United States - Texas 1
Australia 1
Canada 3
United Kingdom 1
Income taxes paid, net of refunds $ 3

Income taxes paid, net of refunds, was $6 million and $10 million for the years ended December 31, 2024 and 2023, respectively.

Significant components of the Company’s deferred tax assets and liabilities were as follows (in millions):

December 31,
2025 2024 (Revised) 2023 (Revised)
Deferred tax assets:
Allowances and operating liabilities $ 25§ 6 $ 6
Net operating loss carryforwards 88 43 58
Foreign tax credit carryforwards 5 6 7
Allowance for credit losses 4 3 5
Inventory reserve — 8 7
Stock-based compensation 5 3 4
Intangible assets — 27 36
Capital loss carryforward 29 11 12
Tax over book basis in depreciable assets 3 4
Lease liabilities 48 15 15
Interest expense carryforwards 16 — —
Other 2 3 2
Total deferred tax assets 222 128 156
Deferred tax liabilities:
ROU assets (44) (14) (14)
Inventory valuation (72) — —
Intangible assets (100) — —
Book over tax basis in depreciable assets (1) — —
Other %) — —
Total deferred tax liabilities (222) (14) 14)
Net deferred tax assets before valuation allowance 114 142
Valuation allowance (88) (21) (25)
Net deferred tax (liabilities) assets $ (88) $ 93 § 117

The Company records a valuation allowance when it is more-likely-than-not that some portion or all of the deferred tax assets will not
be realized. The ultimate realization of the deferred tax assets depends on the ability to generate sufficient taxable income of the
appropriate character in the future and in the appropriate taxing jurisdictions. If the Company was to determine that it would be able to
realize the deferred tax assets in the future in excess of their net recorded amount, the Company would make an adjustment to the
valuation allowance, which would reduce the provision for income taxes.
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As of December 31, 2025, the Company recognized a valuation allowance of $88 million on certain identified deferred tax assets in
the U.S. and non-U.S. jurisdictions where management believes that it is not more-likely-than-not that the Company would be able to
realize the benefits of those specific deferred tax assets. The total change during the year in the valuation allowance was an increase of
$67 million. The increase was primarily due to the acquisition of deferred tax assets as a result of business combinations against which
the Company recorded a valuation allowance of $76 million, including deferred tax assets for capital loss carryforwards, net operating
loss carryforwards, interest expense carryforwards, and other items which the Company does not believe are more-likely-than-not to
be realized. Other changes in the valuation allowance include a reduction of $8 million against U.S. deferred tax assets due to
utilization and expiration of capital loss carryforwards and foreign tax credits, as well as a reduction of $1 million against foreign
deferred tax assets, primarily due to substantially completing the liquidation of certain foreign subsidiaries. The Company will
continue to monitor the need for a valuation allowance against its deferred tax assets and record adjustments as appropriate in future
periods.

The Company had unrecognized tax benefits of less than $1 million for the year ended December 31, 2025. As of December 31, 2024
and 2023, the Company had no unrecognized tax benefits.

The Company is subject to taxation in the U.S., various states and foreign jurisdictions. The Company has significant operations in the
U.S. and Canada and to a lesser extent in various other international jurisdictions. Tax years that remain subject to examination vary
by legal entity but are generally open in the U.S. for the tax years ending after 2021 and outside the U.S. for the tax years ending after
2019 and in limited circumstances earlier years due to ongoing examinations by taxing authorities.

In the U.S., the Company has $157 million of federal net operating loss carryforwards as of December 31, 2025, which do not expire.
The Company recorded a deferred tax asset of $33 million for the U.S. federal net operating loss carryforwards. The Company has
$145 million of state net operating loss carryforwards as of December 31, 2025, with the majority either expiring after 2030 or have
no expiration. The potential tax benefit of $7 million for state net operating loss carryforwards has been reduced by a $1 million
valuation allowance. Outside the U.S., the Company has $183 million of net operating loss carryforwards as of December 31, 2025, of
which $40 million will expire between 2026 and 2045 and $143 million have no expiration. The potential tax benefit of $48 million
for non-U.S. net operating loss carryforwards has been reduced by a $47 million valuation allowance. As of December 31, 2025, the
Company has $5 million of excess foreign tax credits in the U.S. The foreign tax credits will expire between 2026 and 2034. The
potential tax benefit of $5 million for foreign tax credits has been reduced by a $5 million valuation allowance. In the event the
Company ultimately realizes the benefit of these net operating loss carryforwards and foreign tax credits, future income tax payments
will also be reduced.

As of December 31, 2025, the Company has not recorded deferred income taxes on undistributed foreign earnings that it considers to
be indefinitely reinvested. The Company makes a determination each period whether to indefinitely reinvest these earnings. If, as a
result of these reassessments, the Company distributes these earnings in the future, additional tax liabilities may result, offset by any
available foreign tax credits. The Company has not recorded deferred income taxes on other outside basis differences inherent in the
Company’s foreign subsidiaries that it considers to be indefinitely reinvested, as such determination is not practicable.

Because of the number of tax jurisdictions in which the Company operates, its effective tax rate can fluctuate as operations and the
local country tax rates fluctuate. The Company is also subject to audits by federal, state and foreign jurisdictions which may result in
proposed assessments. The Company’s future tax provision will reflect any favorable or unfavorable adjustments to its estimated tax
liabilities when resolved. The Company is unable to predict the outcome of these matters. However, the Company believes that none
of these matters will have a material adverse effect on the results of operations or financial position of the Company.

11. Debt

On November 6, 2025, the Company, together with certain direct and indirect subsidiaries of the Company (collectively, the
“Borrowers”), entered into an Amended and Restated Credit Agreement with a syndicate of lenders and Wells Fargo Bank, National
Association, serving as the administrative agent, (the “Amended Credit Facility”), that amends and restates the Company’s existing
senior secured asset-based credit facility (the “Existing Credit Facility”’). The Amended Credit Facility amends certain terms,
provisions and covenants of the Existing Credit Facility, including, among other things: (i) extending the maturity date under the
Existing Credit Facility to November 6, 2030; (ii) providing for an $850 million revolving credit facility, with an incremental
accordion feature that permits increases in aggregate revolving commitments by up to $500 million (for total commitments of up to
$1.35 billion); and (iii) increasing availability as compared to the Existing Credit Facility by expanding the borrowing base definition
to include certain rental equipment assets.

The obligations under the Amended Credit Facility are secured by substantially all the assets of the Company and its subsidiaries. The
Amended Credit Facility contains customary covenants, representations and warranties and events of default. The Amended Credit
Facility also includes a springing financial covenant that requires the Company to maintain, during any period when availability falls
below specified thresholds, a fixed charge coverage ratio (as defined in the Amended Credit Facility) of at least 1.00:1.00.
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Borrowings under the Amended Credit Facility bear an interest rate at the Company’s option, (i) for borrowings denominated in U.S.
dollars, at (a) the base rate plus the applicable margin or (b) the term Secured Overnight Financing Rate (“SOFR”) for the applicable
interest period, plus the applicable margin and (ii) for borrowings denominated in Canadian dollars, at (a) the base rate plus the
applicable margin or (b) the adjusted term Canadian Overnight Repo Rate Average (“CORRA”) plus the applicable margin. In each
case, the applicable margin is based on the Company’s fixed charge coverage ratio. The Amended Credit Facility includes a
commitment fee of 25 basis points on the unused portion of commitments. Commitment fees incurred during the period were included
in other (expense) income in the consolidated statements of operations.

Availability under the Amended Credit Facility is limited to the lesser of the commitments and a borrowing base comprised of eligible
accounts receivable, eligible inventory and eligible rental equipment assets of the Borrowers and subsidiary guarantors. The Amended
Credit Facility provides for an $850 million global revolving credit facility, of which up to $75 million is available for the Company’s
Canadian subsidiaries. The Company has the right, subject to certain conditions, to increase the aggregate principal amount of
commitments under the credit facility by $500 million. The Amended Credit Facility also provides a letter of credit sub-facility of $50
million. As of December 31, 2025, the Company had $411 million borrowed against the Amended Credit Facility and approximately
$424 million in aggregate availability (as defined in the Amended Credit Facility). The interest rate was approximately 5.0% at
December 31, 2025. The Company is not obligated to pay back the principal of borrowings until the maturity date of the Amended
Credit Facility, subject to mandatory prepayments.

The Company issued $14 million in letters of credit under the Amended Credit Facility, including letters of credit for casualty
insurance expiring in 2026.

12. Stockholders’ Equity
Preferred Stock

The Company has authorized 20 million shares of undesignated preferred stock. The Board of Directors has the authority to issue
shares of the preferred stock. As of December 31, 2025 and 2024, there were no shares of preferred stock issued and outstanding.

Common Stock

On November 6, 2025, the Company issued 82 million shares of common stock to former shareholders of MRC Global in connection
with the closing of its acquisition of MRC Global.

Share Repurchase Program

On August 3, 2022, the Company’s Board of Directors approved a share repurchase program, under which the Company was
authorized to purchase up to $80 million of its outstanding common stock through December 31, 2024. The Company fully utilized
this $80 million repurchase program as of December 31, 2024. On January 24, 2025, the Company’s Board of Directors authorized a
new share repurchase program to purchase up to $160 million of its outstanding common stock. The Company may from time to time
repurchase common stock through various methods, including, but not limited to, open market, privately negotiated transaction, or by
other means which comply with applicable state and federal securities laws. The amount and timing of any repurchase will depend on
several factors, including share price, general business and market conditions, and alternative investment opportunities. The share
repurchase program does not obligate the Company to repurchase shares and may be suspended or discontinued at any time at the
Company's discretion. All shares repurchased shall be retired pursuant to the terms of the share repurchase program. Depending on the
timing of the retirement and cash settlement of the repurchased shares, the Company could have shares held in treasury stock until
retired. Share repurchases made are subject to a 1% excise tax. The impact of this 1% excise tax was less than $1 million for the years
ended December 31, 2025, 2024 and 2023.

Information regarding the shares repurchased was as follows:

Year Ended December 31,
2025 2024 2023
Total cost of shares repurchased (in millions) $ 37§ 23§ 50
Average price per share (! $ 1493 § 1312 $ 10.77
Number of shares repurchased 2,465,089 1,823,249 4,547,694

(M Excludes 1% excise tax on shares repurchased in 2025, 2024 and 2023.
Consolidated Variable Interest Entities ("VIE")

The Company conducts certain operations through contractual arrangements with certain entities that are considered VIEs. The
Company is the primary beneficiary and consolidates the VIEs as it has the power to direct the activities that most significantly affect
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the VIEs’ economic performance and has the obligation to absorb the VIEs’ losses or the right to receive benefits. For the years ended
December 31, 2025, 2024 and 2023, net income attributable to noncontrolling interest was $1 million each year.

The assets of the VIEs can only be used to settle their own obligations and their creditors have no recourse to the Company’s assets.
As of December 31, 2025 and 2024, the VIEs’ assets were primarily current assets of $24 million and $10 million, respectively, and
the liabilities were primarily current liabilities of $8 million and $2 million, respectively.

13. Leases

The Company leases certain facilities, land, vehicles and equipment. The Company determines if an arrangement contains a lease at
contract inception and recognizes ROU assets and lease liabilities for leases with terms greater than twelve months. Leases with an
initial term of twelve months or less are accounted for as short-term leases and are not recognized in the balance sheet. Operating
fixed lease expenses and finance lease depreciation expense are recognized on a straight-line basis over the lease term. Variable lease
payments which cannot be determined at the lease commencement date, such as reimbursement of lessor expenses, were not included
in the ROU assets or lease liabilities.

Non-lease components, such as payment of real estate taxes, maintenance, insurance and other operating expenses, have been
excluded from the determination of the Company's lease liability. For all new and modified leases entered into after the adoption of
ASC 842, the Company reassesses the lease classification and lease term on the effective date of modification. Lease term includes
renewal periods if the Company is reasonably certain to exercise any renewal options per the lease contract. The Company’s leases do
not contain any material residual value guarantees or restrictive covenants. The Company subleases certain real estate to third parties.

As most leases do not have readily determinable implicit rates, the Company estimates the incremental borrowing rates based on
prevailing financial market conditions, comparable companies and credit analysis and management judgments to determine the present
values of its lease payments. The Company also applies the portfolio approach to account for leases with similar terms.

Supplemental balance sheet information is as follows (in millions):

December 31,

Classification 2025 2024
Assets
Operating Operating right-of-use assets $ 160 $ 40
Finance Property, plant and equipment, net 26 24
Total ROU assets $ 186 § 64
Liabilities
Current
Operating Accrued liabilities $ 45 % 13
Finance Other current liabilities 12 10
Long-term
Operating Long-term operating lease liabilities 129 29
Finance Other long-term liabilities 17 15
Total lease liabilities $ 203 § 67
Components of lease expense are as follows (in millions):
Year Ended December 31,
Classification 2025 2024 2023
Operating lease cost Selling, general and administrative expenses ~ $ 24 3 18 3 18
Finance lease ROU asset depreciation  Selling, general and administrative expenses 12 10 6
Short-term lease cost Selling, general and administrative expenses 8 6 6
Interest on finance leases Other (expense) income 2 1 1
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Supplemental disclosure of cash flow information is as follows (in millions):

Year Ended December 31,
2025 2024 2023
Cash paid for amounts included in the measurement of lease liabilities
Operating cash flows from operating leases $ 24§ 19 9 18
Financing cash flows from finance leases 12 11 7
ROU assets obtained in exchange for new lease liabilities
Operating $ 8 3 17 § 18
Finance 4 13 17
Maturity of lease liabilities as of December 31, 2025 was as follows (in millions):
Operating Leases Finance Leases
2026 $ 55 % 13
2027 46 9
2028 33 5
2029 24 3
2030 18 1
Thereafter 24 2
Total future lease payments 200 33
Less: interest (26) 4)
Present value of lease liabilities $ 174§ 29
The term and discount rate associated with leases are as follows:
December 31,
2025 2024
Weighted average remaining lease term (years)
Operating leases 5 4
Finance leases 4 4
Weighted average discount rate
Operating leases 6.8% 6.7%
Finance leases 6.6% 6.5%

Lessor Arrangements. The Company leases operating equipment to customers through operating and sales-type leases, where the
lessor for tax purposes is considered to be the owner of the equipment during the term of the lease. The majority of the lease
agreements do not include options for the lessee to purchase the underlying asset at the end of the lease term for either a stated fixed
price or fair market value. However, some of the leases contain a termination clause in which the customer can cancel the contract.
The leases can be subject to variable lease payments and the Company does not record any lease assets or liabilities related to these
variable items. The carrying amount of equipment leased to others, included in property, plant and equipment, net, as of December 31,
2025 and 2024 was $54 million and $56 million, respectively. Rental revenues recognized for the years ended December 31, 2025,
2024 and 2023 were $94 million, $60 million and $50 million, respectively.

14. Commitments and Contingencies

The Company is involved in various claims, regulatory agency audits and pending or threatened legal actions involving a variety of
matters with entities such as suppliers, customers, parties to acquisitions and divestitures, government authorities and other external
parties. The Company regularly reviews and records the estimated probable liability in an amount believed to be sufficient and
continues to periodically reexamine the estimates of probable liabilities and any associated expenses to make appropriate adjustments
to such estimates as necessary. These estimated liabilities are based on the Company’s assessment of the nature of these matters, their
progress toward resolution, the advice of legal counsel and outside experts as well as management’s intention and past experience
regarding the valuation of these claims. The Company has also assessed the potential for additional losses above the amounts accrued
as well as potential losses for matters that are not probable but are reasonably possible. The total potential loss on these matters cannot
be determined. While the Company has established estimates it believes to be reasonable under the facts known, the outcomes of
litigation and similar disputes are often difficult to reliably predict and may result in decisions or settlements that are contrary to, or in
excess of, the Company's expectations.
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The Company’s business is affected both directly and indirectly by governmental laws and regulations relating to the oilfield service
industry in general, as well as by environmental and safety regulations that specifically apply to the Company’s business. Although
the Company has not incurred material costs in connection with its compliance with such laws, there can be no assurance that other
developments, such as new environmental laws, regulations and enforcement policies hereunder may not result in additional, presently
unquantifiable costs or liabilities to the Company. The Company does not accrue for contingent losses that, in its judgment, are
considered to be reasonably possible, but not probable. Estimating reasonably possible losses also requires the analysis of multiple
possible outcomes that often depend on judgments about potential actions by third parties.

Legal Claims and Matters

Asbestos Claims. The Company is one of many defendants in lawsuits that plaintiffs have brought seeking damages for personal
injuries that exposure to asbestos allegedly caused. Plaintiffs and their family members have brought these lawsuits against a large
volume of defendant entities as a result of the various defendants’ manufacture, distribution, supply or other involvement with
asbestos, asbestos-containing products or equipment or activities that allegedly caused plaintiffs to be exposed to asbestos. These
plaintiffs typically assert exposure to asbestos as a consequence of third-party manufactured products that the Company’s subsidiary,
MRC Global (US) Inc., purportedly distributed. As of December 31, 2025, the Company is a named defendant in approximately

435 lawsuits involving approximately 713 claims. No asbestos lawsuit has resulted in a judgment against us to date, with the majority
being settled, dismissed or otherwise resolved. Applicable third-party insurance has substantially covered these claims, and insurance
should continue to cover a substantial majority of existing and anticipated future claims. Accordingly, the Company has recorded a
liability for its estimate of the most likely settlement of asserted claims and a related receivable from insurers for its estimated
recovery, to the extent the Company believes that the amounts of recovery are probable.

The Company annually conducts analyses of its asbestos-related litigation to estimate the adequacy of the reserve for pending and
probable asbestos-related claims. Given these estimated reserves and existing insurance coverage that has been available to cover
substantial portions of these claims, the Company believes that its current accruals and associated estimates relating to pending and
probable asbestos-related litigation likely to be asserted in the future are currently adequate. This belief, however, relies on a number
of assumptions, including:

o That its future settlement payments, disease mix and dismissal rates will be materially consistent with historic experience;

o That future incidences of asbestos-related diseases in the U.S. will be materially consistent with current public health
estimates;

o That the rates at which future asbestos-related mesothelioma incidences result in compensable claims filings against the
Company will be materially consistent with its historic experience;

o That insurance recoveries for settlement payments and defense costs will be materially consistent with historic experience;

o That legal standards (and the interpretation of these standards) applicable to asbestos litigation will not change in material
respects;

° That there are no materially negative developments in the claims pending against the Company; and

o That key co-defendants in current and future claims remain solvent.

If any of these assumptions prove to be materially different in light of future developments, liabilities related to asbestos-related
litigation may be materially different than amounts accrued or estimated. Further, while the Company anticipates that additional
claims will be filed in the future, the Company is unable to predict with any certainty the number, timing and magnitude of such future
claims. In addition, applicable insurance policies are subject to overall caps on limits, which coverage may exhaust the amount
available from insurers under those limits. In those cases, the Company is seeking indemnity payments from responsive excess
insurance policies, but other insurers may not be solvent or may not make payments under the policies without contesting their
liability. In the Company's opinion, there are no pending legal proceedings that are likely to have a material adverse effect on its
consolidated financial statements.

Unclaimed Property Audit. The Company is subject to state laws relating to abandoned and unclaimed property, and states routinely
audit the records of companies to assess compliance with such laws. The Company is currently undergoing a multi-state unclaimed
property audit. The timing and outcome of the multi-state unclaimed property audit cannot be predicted. The Company has reserved
all of its rights, claims, and defenses. If the Company is found to be in noncompliance with applicable unclaimed property laws or the
manner in which those laws are interpreted or applied, states may determine that they are entitled to the Company's remittance of
unclaimed or abandoned property and further may seek to impose other costs, including penalties and interest. The Company intends
to vigorously contest the above matter; however, an adverse decision in this matter could have an adverse impact on the Company, its
financial condition, results of operations and cash flows.

Product Claims. From time to time, in the ordinary course of its business, the Company's customers may claim that the products the
Company distributes are defective or require repair or replacement under warranties that either the Company or the
manufacturer may provide to the customer. These proceedings are, in the opinion of management, ordinary and routine matters
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incidental to the Company's normal business. The Company's purchase orders with its suppliers generally require the manufacturer to
indemnify the Company against any product liability claims, leaving the manufacturer ultimately responsible for such claims. In many
cases, state, provincial or foreign law provides protection to distributors for these types of claims, shifting the responsibility to the
manufacturer. In some cases, the Company may be required to repair or replace products for the benefit of its customers and seek
recovery from the manufacturer for the related expenses. In the Company's opinion, the likelihood that the ultimate disposition of any
of these claims and legal proceedings will have a material adverse effect on the Company's consolidated financial statements is
remote.

Customer Contracts

The Company has contracts and agreements with many of its customers that dictate certain terms of its sales arrangements (pricing,
deliverables, etc.). While the Company makes every effort to abide by the terms of these contracts, certain provisions are complex
and may be subject to varying interpretations. Under the terms of these contracts, the Company's customers have the right to audit the
Company's adherence to the contract terms. Historically, any settlements that have resulted from these customer audits have been
immaterial to the Company's consolidated financial statements.

Purchase Commitments

The Company has purchase obligations consisting primarily of inventory purchases made in the normal course of business to meet
operating needs. While the Company's vendors often allow the Company to cancel these purchase orders without penalty, in certain
cases, cancellations may subject the Company to cancellation fees or penalties depending on the terms of the contract.

Warranty Claims

The Company is involved from time to time in various warranty claims, which arise in the ordinary course of business. Historically,
any settlements that have resulted from these warranty claims have been immaterial to the Company's consolidated financial
statements.

Letters of Credit

The Company maintains credit arrangements with several banks providing for standby letters of credit, including bid and performance
bonds, and other bonding requirements. As of December 31, 2025, the Company was contingently liable for approximately $35
million of outstanding standby letters of credit and surety bonds. The Company does not believe, based on historical experience and
information currently available, that it is probable that any amounts will be required to be paid on those letters of credit and surety
bonds.

15. Accumulated Other Comprehensive (Loss) Income (“AOCI”)

The components of accumulated other comprehensive (loss) income are as follows (in millions):

Foreign Currency Translation Adjustments

Year Ended December 31,
2025 2024 (Revised)
Beginning balance $ (153) § (145)
Other comprehensive income (loss) before reclassifications 15 (14)
Amounts reclassified from accumulated other comprehensive income (loss) 12 6
Net current-period other comprehensive income (loss) 27 (8)
Ending balance $ (126) $ (153)

The Company’s reporting currency is the U.S. dollar. A majority of the Company’s international entities in which there is a substantial
investment have the local currency as their functional currency. As a result, foreign currency translation adjustments resulting from the
process of translating the entities’ financial statements into the reporting currency are reported in other comprehensive income or loss
in accordance with ASC Topic 830 “Foreign Currency Matters”.

For the years ended December 31, 2025 and 2024, the Company reclassified approximately $12 million and $6 million, respectively,
of foreign currency translation losses as a result of substantially completing the liquidation of certain foreign subsidiaries in its
International segment. Such foreign currency translation losses were reclassified from the component of AOCI into earnings, reflected
in impairment and other charges in the consolidated statement of operations.

16. Business Segments

The Company has three reportable segments — United States, Canada and International. These segments were determined primarily
based on geographical markets. The Chief Operating Decision Maker (“CODM”) uses operating profit to evaluate segment
performance and allocate resources. Operating profit is revenue less cost of products, selling, general and administrative expenses and
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impairment and other charges. The Company’s President and Chief Executive Officer has been identified as the CODM. The
Company has disclosed for each reportable segment the significant expense categories that are reviewed by the CODM in the tables
below and there are no additional significant expenses within the expense categories presented.

United States

The Company has approximately 210 locations in the U.S., which are geographically positioned to serve the upstream, midstream, gas
utilities, downstream and renewable energy and industrial markets.

Canada

The Company has a network of approximately 35 locations in the Canadian oilfield, predominantly in the oil rich provinces of
Alberta, Saskatchewan, Manitoba. The Company’s Canadian segment primarily serves energy, mining, drilling, engineering and
contracting businesses, offering products and solutions similar to those provided in the U.S.

International

The Company serves the needs of its international customers from approximately 55 locations outside of the U.S. and Canada, which
are strategically located in major oil and gas development and downstream processing areas. The Company’s International segment
provides products and solutions generally consistent with those offered in the U.S. and Canada, with the addition of electrical product
distribution in select markets.

In the third quarter of 2024, the Company began a plan to restructure operations in the International segment to optimize efficiencies
and to improve operating margins. For the year ended December 31, 2025, the Company recognized $13 million in charges, including
approximately $12 million of foreign currency translation losses included in impairment and other charges and $1 million of other exit
costs included in selling, general and administrative expenses. For the year ended December 31, 2024, the Company recognized $9
million in charges, including approximately $6 million of foreign currency translation losses included in impairment and other
charges, approximately $2 million of inventory write-downs included in cost of products and $1 million of other exit costs included in
selling, general and administrative expenses. The Company may incur additional foreign currency translation losses upon substantial
completion of the subsidiary liquidations; however, remaining restructuring related liabilities are not expected to be material.
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The following table presents results of operations of the Company’s reportable segments for the year ended December 31 (in

millions):

2025
Revenue
Cost of products
Gross profit
Selling, general and administrative expenses
Impairment and other charges
Operating (loss) profit

Other expense
Loss before income taxes

2024 (Revised)
Revenue
Cost of products
Gross profit
Selling, general and administrative expenses
Impairment and other charges
Operating profit
Other income
Income before income taxes

2023 (Revised)

Revenue

Cost of products
Gross profit

Selling, general and administrative expenses
Operating profit

Other expense
Income before income taxes

The following table presents financial information for each of the Company’s reportable segments as of and for the year ended

December 31 (in millions):

2025
Property, plant and equipment, net
Total assets
Depreciation and amortization

2024 (Revised)
Property, plant and equipment, net
Total assets
Depreciation and amortization

2023 (Revised)
Property, plant and equipment, net
Total assets
Depreciation and amortization

United States Canada International

$ 2,294 $ 214 312 $ 2,820

1,927 160 255 2,342

367 54 57 478

473 46 40 559

— — 12 12
$ (106) $ 8 5 (93)
()
$ (100)

$ 1,880 $ 253 240 % 2,373

1,460 189 193 1,842

420 64 47 531

329 51 36 416

— — 6 6

$ 91 $ 13 5 109

1

$ 110

$ 1,749  $ 282 290 $ 2,321

1,339 207 236 1,782

410 75 54 539

302 54 39 395

$ 108 $ 21 15 144
I ¢

$ 142

United States Canada International

$ 237 $ 10 17 % 264
3,222 166 536 3,924

49 2 1 52

$ 135  § 11 11 S 157
1,299 177 145 1,621

31 2 1 34

$ 106 $ 12 13 3 131
1,195 177 160 1,532

23 2 1 26
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As disclosed in Note 1 “Organization and Basis of Presentation”, DNOW completed its acquisition of MRC Global on November 6,
2025. Following the transaction, DNOW updated its product categories to better reflect the different parts of the Company's
operations. Prior year amounts have been reclassified to the current presentation. The following table presents a comparison of the
approximate sales mix in the principal product categories (in millions):

Year Ended December 31,
2025 2024 2023

Product Category

Valves, automation, measurement and instrumentation $ 644  $ 520 $ 437

Pipe 455 395 422

Gas products 105 — —

Pumps, production and process solutions 674 623 639

Fittings, flanges and other connectors 529 475 433

General products 413 360 390
Total $ 2,820 § 2,373 § 2,321

17. Earnings Per Share (“EPS”)

Basic EPS is based on net (loss) income attributable to the Company’s earnings and is calculated based upon the daily weighted-
average number of common shares outstanding during the periods presented. Diluted EPS includes the above, plus unvested restricted
stock awards, unvested restricted units, unvested performance stock awards and unexercised stock options, to the extent these
instruments dilute EPS.

For the years ended December 31, 2025, 2024 and 2023, a total of 4 million, less than 1 million and 1 million, respectively, of dilutive
shares were excluded from the computation of diluted earnings per share due to their antidilutive effect or due to the Company
recognizing a net loss for the period.

Basic and diluted EPS are as follows (in millions, except share data):

Year Ended December 31,
2025 2024 (Revised) 2023 (Revised)

Numerator:

Net (loss) income attributable to DNOW Inc. $ 89) $ 78 § 250

Less: net income attributable to participating securities — (2) 4)

Net (loss) income attributable to DNOW Inc. stockholders $ 89) $ 76§ 246
Denominator:

Weighted average basic common shares outstanding 117,880,198 106,354,586 107,395,890

Effect of dilutive securities — 793,824 1,026,865

Weighted average diluted common shares outstanding 117,880,198 107,148,410 108,422,755
(Loss) earnings per share attributable to DNOW Inc. stockholders:

Basic $ (0.76) $ 072 § 2.29

Diluted $ (0.76) $ 071 § 2.27

Under ASC Topic 260, “Earnings Per Share,” the two-class method requires a portion of net (loss) income attributable to DNOW Inc.
to be allocated to participating securities, which are unvested awards of share-based payments with non-forfeitable rights to receive
dividends or dividend equivalents, if declared. Net loss is not allocated to unvested awards in periods the Company determined that
those shares are not obligated to participate in losses. For the periods that the Company recognized net income, net income attributable
to these participating securities was excluded from net income attributable to DNOW Inc. stockholders in the numerator of the
earnings per share computation.
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18. Stock-based Compensation and Outstanding Awards

Under the terms of the DNOW Inc. Long Term Incentive Plan (the “Plan”), 16 million shares of the Company’s common stock were
authorized for grant to employees, non-employee directors and other persons. The Plan provided for the grant of stock options,
restricted stock awards (“RSAs”), restricted stock units (“RSUs”), phantom shares and performance stock awards (“PSAs”). The Plan
had a ten-year term which expired in May 2024. Since the Plan expired in May 2024, no further awards can be made under the Plan
after such expiration date. On May 22, 2024, the Company’s shareholders approved the DNOW Inc. 2024 Omnibus Incentive Plan
(the “2024 Plan”). Under the new 2024 Plan, the shares initially available for grant under such plan was the sum of (i)

1,973,000 shares (which was approved by the Company’s shareholders) and (ii) the number of shares that remained available for
issuance under the Plan at the time of its expiration, which were rolled over into the new 2024 Plan. The 2024 Plan permits awards to
be granted until 2034, including the granting of RSAs, RSUs, PSAs, stock options and stock appreciation rights.

Stock-based compensation expense recognized for the years ended December 31, 2025, 2024 and 2023 totaled $29 million, $13
million and $15 million, respectively. The tax effected benefit for share-based compensation arrangements was $4 million, $2 million
and $2 million for the years ended December 31, 2025, 2024 and 2023, respectively.

Each of the stock-based compensation arrangements are discussed below.

Stock Options

Stock option awards are generally granted with an exercise price equal to the market price of the Company’s stock at the date of grant.
Stock option awards generally have a 7-year contractual term and vest over a 3-year period from the grant date on a straight-line basis
over the requisite service period for each separately vesting portion of the award as if the award were, in substance, multiple awards.
Additionally, the Company’s stock options provide for full vesting of unvested outstanding options, in the event of a change of control
of the Company and a change in the holder’s responsibilities following a change in control of the Company. The Company did not
grant stock option awards in 2025, 2024 and 2023.

The following table summarizes award activity for stock options:

Weighted-
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Term Value

Stock Options (in thousands) Price (in years) (in millions)
Outstanding as of December 31, 2024 902 $ 11.16
Granted —
Forfeited and expired (19) 11.36
Exercised (158) 12.21
Outstanding as of December 31, 2025 725 % 10.93 1.5 § 2
Exercisable at December 31, 2025 725 $ 10.93 1.5 $ 2

The total intrinsic value of options exercised for the years ended December 31, 2025, 2024 and 2023 was $1 million, $3 million and
less than $1 million, respectively. Cash received from exercises of stock options was $1 million for the year ended December 31,
2025.

Restricted Stock Awards (“RSAs”)

Restricted stock awards generally cliff vest after one or three years. For employees, vesting generally occurs on the anniversaries of
the date specified in the employees’ respective agreements over a three-year period (but no less than one year), subject to accelerated
vesting under certain circumstances set forth in the agreements. Vesting for directors generally occurs on the one-year anniversary of
the grant date. The grant-date fair value of RSA grants is determined using the closing quoted market price on the grant date.
Additionally, the Company’s RSA agreements provide for full vesting of RSAs in the event of a change of control of the Company
and a change in the holder’s responsibilities following a change in control of the Company.
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The following table summarizes award activity for RSAs:

Weighted-
Average

Shares Grant-Date

RSAs (in thousands) Fair Value
Nonvested as of December 31, 2024 2,351 $ 12.13
Granted 780 15.76
Vested (994) 10.62
Forfeited 119) 14.17
Nonvested as of December 31, 2025 2,018 $ 14.16

(M 281 thousand shares were withheld and retired from the vesting of shares to employees to satisfy minimum tax withholding.

The weighted average grant-date fair value was $15.76, $13.64 and $12.52 for RSAs granted for the years ended December 31, 2025,
2024 and 2023, respectively. As of December 31, 2025, unrecognized compensation cost related to RSAs was $13 million, which is
expected to be recognized over a weighted average period of 1.2 years. The total vest-date fair value of shares vested for the years
ended December 31, 2025, 2024 and 2023 was $27 million, $5 million and $3 million, respectively.

Restricted Stock Units (“RSUs”)

Restricted stock units generally cliff vest after one or three years. For employees, vesting generally occurs on the anniversaries of the
date specified in the employees’ respective agreements over a three-year period (but no less than one year), subject to accelerated
vesting under certain circumstances set forth in the agreements. The grant-date fair value of RSU grants is determined using the
closing quoted market price on the grant date. Additionally, the Company’s RSU agreements provide for full vesting of RSUs in the
event of a change of control of the Company and a change in the holder’s responsibilities following a change in control of the
Company.

On November 6, 2025, in connection with the closing of the acquisition of MRC Global, outstanding RSUs covering shares of MRC
Global held by key employees were converted into 0.9489 RSUs representing the right to receive shares in DNOW (“DNOW RSU”).
Additionally, outstanding performance share unit awards covering shares of MRC Global (“MRC Global PSU”) held by key
employees which were deemed achieved in accordance with the terms and conditions of the applicable award agreement governing
such MRC Global PSUs prior to the acquisition were converted into 0.9489 DNOW RSUs. Such DNOW RSUs will vest and be
payable on the same terms and conditions as are set forth in the corresponding award agreement (except that such award will be
payable in DNOW common stock).

The following table summarizes award activity for RSUs:

Weighted-
Average

Shares Grant-Date

RSUs (in thousands) Fair Value
Nonvested as of December 31, 2024 150 $ 12.05
Granted 2,754 14.59
Vested (D (1,982) 14.46
Forfeited (29) 14.20
Nonvested as of December 31, 2025 893 $ 14.48

(M 774 thousand shares were withheld and retired from the vesting of shares to employees to satisfy minimum tax withholding.

The weighted average grant-date fair value was $14.59, $13.01 and $13.00 for RSUs granted for the years ended December 31, 2025,
2024 and 2023, respectively. As of December 31, 2025, unrecognized compensation cost related to RSUs was $6 million, which is
expected to be recognized over a weighted average period of 1.6 years. The total vest-date fair value of shares vested for the years
ended December 31, 2025, 2024 and 2023 was $43 million, less than $1 million and less than $1 million, respectively.

Performance Stock Awards (“PSAs”)

PSAs generally have a 3-year vesting period from the grant date and vest at the end of the vesting period with potential payouts
varying from zero for performance below the threshold performance metric to 200% of the target award PSAs for performance above
the maximum performance metric. The grant-date fair value of market-condition PSA grants is determined using a Monte Carlo
simulation probabilistic model. The grant-date fair value of performance-condition PSA grants is determined using the closing quoted
market price on the grant date. Additionally, the Company’s performance award agreements provide for full vesting of PSAs at the
target level in the event of a change of control of the Company and a change in the holder’s responsibilities following a change in
control of the Company.
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The Company granted PSAs to senior management employees whereby the PSAs can be earned based on performance against
established metrics over a three-year performance period. The PSAs are divided into three independent parts that are subject to
separate performance metrics: (i) one-half of the PSAs have a Total Shareholder Return (“TSR”) metric, (ii) one-quarter of the PSAs
have an EBITDA metric and (iii) one-quarter of the PSAs have a Return on Capital Employed (“ROCE”) metric.

Performance against the TSR metric is determined by comparing the performance of the Company’s TSR with the TSR performance
of designated peer companies for the three-year performance period. Performance against the EBITDA metric is determined by
comparing the performance of the Company’s actual EBITDA average for each of the three-years of the performance period against
the EBITDA metrics set by the Company’s Compensation Committee of the Board of Directors. Performance against the ROCE
metric is determined by comparing the performance of the Company’s actual ROCE average for each of the three-years of the
performance period against the ROCE metrics set by the Company’s Compensation Committee of the Board of Directors.

The following table summarizes award activity for performance stock awards:

Weighted-
Average

Shares Grant-Date

PSAs (in thousands) Fair Value
Nonvested as of December 31, 2024 837 $ 14.38
Granted 251 21.46
Vested ) (443) 10.43
Forfeited (37) 12.54
Performance Adjustment 160 9.62
Nonvested as of December 31, 2025 768 $ 18.07

(176 thousand shares were withheld and retired from the vesting of shares to employees to satisfy minimum tax withholding.

The weighted average grant-date fair value of PSAs granted for the years ended December 31, 2025, 2024 and 2023 was $16.85,
$14.17 and $15.52, respectively. As of December 31, 2025, unrecognized compensation cost related to PSAs was $6 million, which is
expected to be recognized over a weighted average period of 1.2 years. The total vest-date fair value of PSAs vested for the years
ended December 31, 2025, 2024 and 2023 was $8 million, $7 million and $1 million, respectively.

19. Employee Benefit Plans

Benefit plans

The Company has benefit plans covering substantially all of its employees. Defined contribution benefit plans cover most of the U.S.
and Canadian employees, and benefits are based on years of service and a percentage of current earnings. For the years ended
December 31, 2025, 2024 and 2023, the costs for defined contribution plans were $8 million, $6 million and $6 million, respectively.

The Company has a non-qualified deferred compensation plan (the “NQDC Plan”) for certain members of senior management. NQDC
Plan assets are invested in mutual funds held in a “rabbi trust,” which is restricted for payment to participants of the NQDC Plan. Such
equity securities held in a rabbi trust are measured using quoted market prices at the reporting date (Level 1 within the fair value
hierarchy) and were included in other assets, with the corresponding liability included in other long-term liabilities in the consolidated
balance sheets.

Defined Benefit Pension Plans

Historically, the Company sponsored two defined benefit plans in the United Kingdom under which accruals of pension benefits have
ceased. In 2020, the Company made lump-sum payments and entered into a buy-in annuity contract in connection with the de-risking
of both plans. During 2023, transfers were made to complete the buy-out of the remaining liability of the annuity contract. As a result
of the 2023 transfers, the buy-in policies were converted into buy-out policies, and the plans were effectively settled. Net periodic
benefit cost for the Company’s defined benefit plans was $1 million for the year ended December 31, 2023, and was included in other
(expense) income in the consolidated statement of operations. The plans had no assets or obligations at December 31, 2024. The
Company does not expect to contribute to its defined benefit pension plans in the future.

20. Acquisitions

2025 Acquisitions

MRC Global Acquisition. On November 6, 2025, the Company completed its acquisition of MRC Global in an all-stock transaction for
a purchase price consideration of $1,763 million, net of cash acquired. MRC Global shareholders received 0.9489 shares of DNOW
common stock for each share of MRC Global common stock. Existing indebtedness of MRC Global was repaid at acquisition.
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The combination of DNOW and MRC Global creates a premier energy and industrial solutions provider with a balanced portfolio of
businesses and a diversified customer base fortifying long-term profitability and cash flow generation.

The Company completed its preliminary valuations as of the acquisition date of the acquired net assets and recognized goodwill of
$383 million, $289 million in the U.S. segment and $94 million in the International segment, and intangible assets of $510 million in
the U.S. segment, which are subject to change. The fair values of trade names in the acquisition were determined using a relief-from-
royalty method, and customer relationships acquired were determined using a multi-period excess earnings method. These methods
utilize unobservable inputs that are significant to these fair value measurements and thus classified as Level 3 inputs. The amounts
recognized for assets acquired and liabilities assumed are provisional and subject to revision as more information becomes available.
The primary areas of the preliminary valuation that are not yet finalized relate to the fair values of certain intangible assets pending the
completion of a final third-party valuation report, the final determination of net working capital, and the tax basis of acquired assets
and assumed liabilities. The Company expects to finalize the valuation and the purchase price allocation as soon as practicable but no
later than one year from the acquisition date. Any adjustments to these provisional amounts will be recorded as an adjustment to
goodwill.

The following table summarizes the purchase price allocation as of the acquisition date (in millions):

Equity consideration for the conversion of MRC Global common stock outstanding $ 1,185
Fair value of replacement MRC Global RSUs and MRC Global PSUs attributable to the

purchase price 12
Repayment of certain existing indebtedness of MRC Global 643
Purchase price consideration $ 1,840

Fair value of net assets acquired:

Cash and cash equivalents $ 77
Receivables, net 514
Inventories, net 971
Prepaid and other current assets 36
Property, plant and equipment, net 123
Operating right-of-use assets 126
Other assets 13
Trade names ! 230
Customer relationships ? 280
Total identifiable assets acquired 2,370
Accounts payable (383)
Accrued liabilities (166)
Other current liabilities (2)
Long-term operating lease liabilities (108)
Deferred income taxes (193)
Other long-term liabilities (59)
Total identifiable liabilities assumed 911)
Noncontrolling interest (2)
Total fair value of net assets acquired 1,457
Goodwill® $ 383

() Trade names acquired are indefinite-lived intangible assets.

@) Customer relationships acquired are amortized over a 15-year weighted average period.

®)  The amount of goodwill represents the excess of its purchase price over the fair value of net assets acquired. Goodwill includes the
expected benefit that the Company believes will result from combining its operations with those of the business acquired and is not
deductible for income tax purposes.

The Company has included the financial results of MRC Global in its consolidated financial statements from the date of the
acquisition. For the year ended December 31, 2025, actual results included in the consolidated statements of operations consist of
approximately $388 million of revenue and approximately $145 million of net loss from the acquisition. For the year ended December
31, 2025, the Company recognized approximately $40 million in acquisition-related costs included in selling, general and
administrative expenses.
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Pro Forma Financial Information (unaudited)

The unaudited pro forma information has been presented as if the acquisitions occurred on January 1, 2024. This information is based
on historical results of operations, adjusted to give effect to pro forma events that are directly attributable to the acquisition and
factually supportable. The pro forma information does not reflect any synergy savings that might have been achieved from combining
the operations and is not intended to reflect the actual results that would have occurred had the companies actually been combined at
the beginning of fiscal year 2024.

The unaudited pro forma revenue on consolidated statements of operations with the acquisition for the years ended December 31,
2025 and 2024 would be approximately $5,274 million and $5,556 million, respectively. The unaudited pro forma net income for the
years ended December 31, 2025 and 2024 would be approximately $10 million and $17 million, respectively.

These amounts have been calculated by applying the Company’s accounting policies and adjusting for the incremental depreciation,
amortization, interest and cost of products sold related to the fair value step-up, as if the acquisitions had occurred on January 1, 2024,
including the consequential tax effects. Additionally, acquisition-related costs incurred during the year ended December 31, 2025,
have been reclassified to the year ended December 31, 2024, along with the corresponding tax effects.

Singapore Acquisition. For the year ended December 31, 2025, the Company completed an additional acquisition in Singapore for a
purchase price consideration of approximately $8 million, net of cash acquired. The acquisition expands the Company's electrical
supply capabilities in the Asia Pacific region, serving traditional and renewable energy, infrastructure and other commercial and
industrial end-markets. The Company has included the financial results of the acquisition in its consolidated financial statements from
the date of the acquisition.

The Company completed its preliminary valuations as of the acquisition date of the acquired net assets and recognized goodwill of $3
million and intangible assets of $2 million in the International segment, which are subject to change. The primary areas of the
preliminary valuation that are not yet finalized relate to the adjustments to working capital. If additional information is obtained about
these assets and liabilities within the measurement period (not to exceed one year from the date of acquisition), the Company will
refine its estimate of fair value to allocate the purchase price more accurately; any such revisions are not expected to be significant.
The goodwill recognized is primarily attributable to expected synergies and is not deductible for income tax purposes. The Company
has not presented supplemental pro forma information because the acquired operations did not materially impact the Company’s
consolidated operating results.

2024 Acquisitions

For the year ended December 31, 2024, the Company completed the acquisitions of Whitco Supply, LLC and Trojan Rentals, LLC for
an aggregate purchase price consideration of approximately $299 million, net of cash acquired. These acquisitions expand the
Company’s energy products and solutions in the U.S. The Company completed its valuations as of the applicable acquisition dates of
the acquired net assets and recognized goodwill of $92 million and intangible assets of $41 million in the U.S. segment. For the year
ended December 31, 2024, the Company recognized approximately $3 million in acquisition-related costs.

The following table summarizes the purchase price allocation detail as of the acquisition dates and the measurement period
adjustments for acquisitions closed during fiscal year 2024 (in millions):

As initially Measurement period December 31, 2025
reported adjustments (as adjusted)
Net purchase price, net of cash acquired $ 300 § 1 $ 299
Fair value of net assets acquired:
Current assets other than cash 170 (1) 169
Property, plant and equipment 36 2 38
Trade names and patents ! 19 — 19
Customer relationships @ 23 (1) 22
Other long-term assets 5 3 8
Current liabilities (44) (1) (45)
Other long-term liabilities (2) 2) “)
Total fair value of net assets acquired 207 — 207
Goodwill @ $ 93  § 1 $ 92

(" Intangible assets acquired are amortized over an 11-year weighted average period.

@ The amount of goodwill represents the excess of its purchase price over the fair value of net assets acquired. Goodwill includes the
expected benefit that the Company believes will result from combining its operations with those of the businesses acquired. The full
amount of goodwill recognized is expected to be deductible for income tax purposes.
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The Company has included the financial results of the acquisitions in its consolidated financial statements from the date of the
acquisition. For the year ended December 31, 2024, actual results included in the consolidated statements of operations consist of
approximately $297 million of revenue and approximately $15 million of net income from the acquisitions.

Pro Forma Financial Information (unaudited)

The unaudited pro forma information has been presented as if the acquisitions occurred on January 1, 2023. This information is based
on historical results of operations, adjusted to give effect to pro forma events that are directly attributable to the acquisitions and
factually supportable. The pro forma information is for informational purposes only and is not indicative of the results of operations
that would have been achieved had the acquisitions occurred at the beginning of fiscal year 2023.

The unaudited pro forma revenue on consolidated statements of operations with the acquisitions for the years ended December 31,
2024 and 2023 would be approximately $2,545 million and $2,824 million, respectively. The unaudited pro forma net income for the
years ended December 31, 2024 and 2023 would be approximately $108 million and $286 million, respectively.

These amounts have been calculated by applying the Company’s accounting policies and adjusting for the incremental depreciation,
amortization, and cost of products sold related to the fair value step-up, as if the acquisitions had occurred on January 1, 2023,
including the consequential tax effects. Additionally, acquisition-related costs incurred during the year ended December 31, 2024,
have been reclassified to the year ended December 31, 2023, along with the corresponding tax effects.

2023 Acquisitions

For the year ended December 31, 2023, the Company completed two acquisitions for a net purchase price consideration of
approximately $33 million cash. These acquisitions expand product line offerings and services to the Company's U.S. Process
Solutions business. The Company has included the financial results of the acquisitions in its consolidated financial statements from the
date of the acquisition.

The Company completed its valuations as of the acquisition date of the acquired net assets and recognized goodwill of $22 million and
intangible assets of $9 million in the U.S. segment. The full amount of goodwill recognized is expected to be deductible for income
tax purposes. The Company has not presented supplemental pro forma information because the acquired operations did not materially
impact the Company’s consolidated operating results.

21. Selected Quarterly Financial Data (unaudited)

The following selected quarterly operating results for each quarter of fiscal years 2025 and 2024 have been adjusted to reflect the
voluntary change in accounting method as described in Note 1 “Organization and Basis of Presentation”. The following table
summarizes the effects of the change in accounting method for select quarterly financial data (in millions, except per share data):

Three Months Ended
March 31, 2025 June 30, 2025 September 30, 2025 December 31, 2025
As As As
As Previously As Previously As Previously
Adjusted  Reported  Adjusted Reported  Adjusted Reported As Reported

Consolidated Statements of Operations
Net income (loss) $ 22 3 23§ 14 3 25 % 23§ 25 $ (147)
Net income (loss) attributable to DNOW Inc. 21 22 14 25 23 25 (147)
Earnings (loss) per share attributable to DNOW
Inc. stockholders:
Basic $§ 019 $ 020 $ 0.13 § 024 § 021 § 0.23 $ (0.95)
Diluted $ 019 $ 020 $ 013 § 023 $ 021 § 0.23 $ (0.95)
Consolidated Statements of Comprehensive
(Loss) Income
Comprehensive income (loss) $ 25 % 26 $ 22 3 33 % 20 S 22 $ (128)
Comprehensive income (loss) attributable to
DNOW Inc. 24 25 22 33 20 22 (128)
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Three Months Ended

March 31, 2024

June 30, 2024

September 30, 2024

December 31, 2024

As As As As
As Previously As Previously As Previously As Previously
Adjusted Reported  Adjusted Reported  Adjusted Reported  Adjusted Reported

Consolidated Statements of Operations
Net income $ 18 3 21 $ 24 $ 25 % 14 3 13 % 23§ 23
Net income attributable to DNOW Inc. 18 21 23 24 14 13 23 23
Earnings per share attributable to DNOW Inc.
stockholders:
Basic $§ 017 $ 020 § 021 §$ 021 § 0.12 § 012 $ 022 $ 0.22
Diluted $§ 017 $ 019 § 021 $ 021 § 0.12 $ 012 § 021 § 0.21
Consolidated Statements of Comprehensive (Loss)
Income
Comprehensive income $ 14 $ 17 $ 22 % 23 $ 24 % 23 % 113 11
Comprehensive income attributable to DNOW Inc. 14 17 21 22 24 23 11 11

22. Subsequent Event

Subsequent to December 31, 2025, the Company entered into a purchase agreement to purchase the business of Edge Controls
(“Edge”). The completion of this acquisition is subject to customary closing conditions, including regulatory approval. Edge is a
leading provider of automation & controls, SCADA, pump, motor and drive products and services and expands the Company's
product range, enhances the Company's automation capabilities and bolsters the Company's strong position in the horizontal pump

market.
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