
IT’S OUR TIME
2 0 1 7  A N N U A L  R E P O R T



Years ended December 31,

(Dollars in thousands, except per share amounts) 2017     2016       2015

Revenue:

Contract Operations $610,921 $647,828 $781,166 

Aftermarket Services 183,734 159,241 216,942 

Total Revenue 794,655 807,069 998,108 

Contract Operations Gross Margin 347,916 400,788 461,765 

Aftermarket Services Gross Margin 27,817 26,362 41,297 

Total Gross Margin (1) 375,733 427,150 503,062 

Contract Operations Gross Margin Percentage 57% 62% 59%

Aftermarket Services Gross Margin Percentage 15% 17% 19%

EBITDA, as adjusted (2) 271,916 318,849 373,222 

Total Assets 2,408,007 2,414,779 2,695,180 

Long-Term Debt 1,417,053 1,441,724 1,576,882 

Total Archrock Stockholders' Equity 777,049 718,966 733,910 

Net income (loss) 18,410 (65,243) (125,697)

Net income (loss) attributable to Archrock stockholders 18,953 (54,555) (132,549)

Income (loss) from continuing operations attributable to  
Archrock stockholders per diluted common share

$0.26 ($0.79) ($2.44)

Dividends declared and paid per common share $0.4800  $0.4975 $0.6000 

(1)  See the discussion of Non-GAAP financial measures in Part II, Item 6, “Selected Financial Data” of our 

accompanying 2017 Form 10-K for information on gross margin.

(2)  See Reconciliation of net income (loss) to EBITDA, following the letter to our shareholders in Archrock’s 2017 

annual report, contained herein.

Archrock, Inc. (NYSE: AROC) is a pure-play U.S. natural gas contract compression services business and a leading 

supplier of aftermarket services to customers that own compression equipment in the United States. Archrock, 

Inc. holds interests in Archrock Partners, L.P. (NASDAQ: APLP), a master limited partnership and the leading 

provider of natural gas compression services to customers in the oil and natural gas industry throughout the 

United States. Archrock is headquartered in Houston, Texas, operating in the major oil and gas producing regions 

in the United States, with approximately 1,700 employees. For more information, visit www.archrock.com.

FINANCIAL HIGHLIGHTS



In 2017, the oil and gas industry transitioned from contraction 

to expansion. Archrock successfully navigated this part of the 

current cycle, delivering solid operating performance, operating 

horsepower growth and improvement to our financial platform 

in order to support the future growth we expect is in store for 

2018 and beyond.

Exceeding Expectations 
At this time last year, oil prices were depressed and the market 

for our services continued to be challenged. We experienced a 

modest decline in operating horsepower in the first quarter of 

2017, and pressure for pricing concessions continued into the 

first part of the year. In the subsequent nine months, Archrock 

exceeded expectations and drove substantial new orders for 

contract operations services, including the highest quarterly 

rate on record in the third quarter of 2017. Our results reinforced 

the value our production-related businesses deliver to our 

considerable and high quality customer base.

Our rock solid foundation of a deep operating presence in 

the major growth basins across the United States, strong 

relationships with high-quality customers, and the industry’s 

most experienced employees delivering the highest level 

of service excellence continues to position Archrock as the 

compression services provider of choice.

2017 Highlights 
•  We grew operating horsepower by 138,000 and booked new 

orders at high levels throughout the year. 

•  For the full year, we held contract operations revenue to a 

6 percent decline from the prior year, which was primarily 

driven by horsepower returns and the pricing pressure we 

experienced in 2016 and the first part of 2017. 

•  Our aftermarket services business revenue grew by 15 percent. 

•  We maintained selling, general and administrative expense 

(SG&A) spending discipline, with SG&A expense down  

$3 million from 2016. 

•  We invested $172 million in growth capital, while reducing 

consolidated debt by $25 million. 

•  We paid $34 million in dividends to Archrock stockholders, and 

$79 million in distributions to Archrock Partners unitholders. 

•  We announced the merger of Archrock and Archrock Partners, 

further strengthening our financial platform. 

•  We completed an equity offering of $60 million at Archrock 

Partners, which partially funded our growth capital during 2017.   

Merger of Archrock & Archrock Partners 
On January 1, 2018, Archrock and Archrock Partners entered a 

definitive agreement whereby Archrock has agreed to acquire 

all of the outstanding public common units of Archrock Partners 

that it does not already own. The exchange ratio of 1.40 shares 

of Archrock common stock for each common unit of Archrock 

Partners represents a 23 percent premium to the Archrock 

Partners closing price on December 29, 2017, the last trading day 

before the transaction announcement. 

The merger of Archrock and Archrock Partners is an important 

step in solidifying our financial platform to fund our future 

growth. The merger is expected to accelerate our deleveraging 

and will allow Archrock to invest increased retained cash flow 

into high demand large horsepower units with attractive returns. 

Additionally, the merger is expected to result in greater access 

to capital and trading liquidity, as well as $2 to $3 million in 

annual public company cost savings. Both the Board of Directors 

of Archrock and the Conflicts Committee of the Board of 

Directors of Archrock Partners has recommended that you vote 

FOR the merger and the related share issuance at Archrock. 

 

Our View Of 2018 And Beyond 
We entered 2018 with a record backlog of new orders for 

contract operations starts. Year to date, booking and bidding 

activity levels have remained strong. Our fleet is highly utilized, 

especially in large horsepower applications. This utilization 

dynamic is supportive for pricing, and we have implemented 

a price increase on the eligible portion of our installed base of 

horsepower at the beginning of 2018. Depending on the type 

of unit, the price increase ranged from low single digits to mid-

teens on a percentage basis. Additionally, spot prices for new 

orders are up about 20 percent from this time last year.

Robust demand for our services has given us excellent visibility 

into our business, and with this visibility we are investing $200 to 

$220 million in growth capital in 2018. This investment is equal to 

about 250,000 horsepower and will be primarily for in-demand 

large horsepower units. These investments should continue our 

progress of standardizing our fleet, provide us and our customers 

with equipment to meet current market requirements, contribute 

to our earnings for years to come and provide attractive returns 

to our stockholders.

Throughout 2018, we will continue to focus on the efficient 

execution of our operations, as well as putting our considerable 

backlog to work. We expect increased horsepower deployed, 

recovering prices and efficient execution to drive improved 

earnings in 2018 and higher returns for our stockholders.  

TO OUR SHAREHOLDERS



RECONCILIATION OF NET INCOME (LOSS)  
to EBITDA, as adjusted

Years ended December 31,

(Dollars in thousands) 2017 2016 2015

Net income (loss) $18,410 $(65,243) $(125,697)

(Income) loss from discontinued operations, net of tax 54 426 (33,677)

Depreciation and amortization 188,563 208,986 229,127 

Long-lived asset impairment 29,142 87,435 124,979 

Restatement and other charges 4,370  13,470  - 

Restructuring and other charges 1,386 16,901 4,745 

Corporate office relocation costs 1,318  -  - 

Goodwill impairment  -  -  3,738 

Debt extinguishment costs  291  -  9,201 

Interest expense 88,760 83,899 107,617 

Indemnification (income) expense, net 430  (2,593)  - 

Expensed acquisition and merger related costs 275  172  - 

Provision for (benefit from) income taxes (61,083) (24,604) 53,189 

EBITDA, as adjusted1 $271,916 $318,849 $373,222 

(1) EBITDA, as adjusted, a non-GAAP measure, is defined as net income (loss) excluding income (loss) from discontinued operations 

(net of tax), income taxes, interest expense, depreciation and amortization, long-lived asset impairment, restructuring and other 

charges, corporate office relocation costs, goodwill impairment, expensed acquisition and merger related costs, indemnification 

(income) expense, net, restatement and other charges, debt extinguishment costs, and other items. 

Beyond 2018, we anticipate an expansion in natural gas 

demand will spur growth in the production of natural gas in the 

United States and an increase in demand for our compression 

services. It is estimated that U.S. natural gas production will 

grow 18 percent by 20221  to meet the expected demand for 

LNG exports, exports to Mexico, increases in industrial and 

petrochemical demand and the continued shift from coal to  

gas-fired electric generation plants. We believe that we are at 

the leading edge of a substantial growth period for U.S. natural 

gas production and we intend to capture this growth for the 

benefit of our stockholders. We thank you for your continued 

interest in and support of our company.

Sincerely,

Brad Childers, 

President and Chief Executive Officer, 

Archrock, Inc. 

Gordon T. Hall, 

Chairman of the Board, 

Archrock, Inc.1 Data from Drilling Info, Fundamental Edge (January 2018)















































































































































































































































CORPORATE INFORMATION

Annual Meeting
The 2018 Annual Meeting of
Stockholders will be held April 25,
2018, at 9:30 a.m. central time, at
Archrock’s Corporate Office.

Stock Trading
New York Stock Exchange symbol:
AROC

Stockholder Information Website
Additional information on Archrock,
including securities filings, press
releases, Code of Business Conduct,
Corporate Governance Principles and
Board Committee Charters, is available
on our website at www.archrock.com.

Transfer Agent-Registrar
American Stock Transfer
and Trust Company, LLC
59 Maiden Lane, Plaza Level
New York, New York 10038 USA
(800) 937-5449 or (718) 921-8124

Independent Registered Public
Accounting Firm
Deloitte & Touche LLP
Houston, Texas USA

Corporate Office
9807 Katy Freeway, Ste. 100
Houston, Texas 77024 USA
(281) 836-8000

10-K/Investor Contact
Stockholders may obtain a copy, without
charge, of Archrock’s 2017 Form 10-K,
filed with the Securities and Exchange
Commission, by visiting our website at
www.archrock.com or by requesting a
copy in writing to investor.relations@
archrock.com or Archrock’s Corporate
Office, Attention: Investor Relations.

The certifications by our Chief  
Executive Officer and Interim Chief 
Financial Officer pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002 are 
filed as exhibits to our 2017 Form 10-K.
We have also filed with the New York
Stock Exchange the written affirmation
certifying that we are not aware of
any violations by Archrock of NYSE
Corporate Governance Listing Standards.

Contact Board of Directors
To report a concern about Archrock’s
accounting, internal controls or auditing
matters, or any other matter, to the
Audit Committee or non-management
members of the Board of Directors, send
a detailed note, with relevant documents,
to Archrock’s Corporate Office, Attention:
Gordon T. Hall, Chairman of the Board,
or leave a message at 1-844-870-4894.

Forward-Looking Statements
Certain statements contained in this
Annual Report may constitute forward-
looking statements within the meaning
of the Private Securities Litigation
Reform Act of 1995. These statements
involve a number of risks, uncertainties
and other factors that could cause actual
results to be materially different, as
discussed more fully elsewhere in this
Annual Report and in our filings with the
Securities and Exchange Commission,
including our 2017 Form 10-K filed on
February 22, 2018. Except as required by
law, we expressly disclaim any intention
or obligation to revise or update any
forward-looking statements whether as
a result of new information, future events
or otherwise.

BOARD OF DIRECTORS

Gordon T. Hall
Chairman of the Board

D. Bradley Childers

Anne-Marie N. Ainsworth

Wendell R. Brooks

Frances Powell Hawes

J.W.G. “Will” Honeybourne

James H. Lytal

Mark A. McCollum

LEADERSHIP TEAM

D. Bradley Childers
President and

Chief Executive Officer

Raymond K. Guba
Chief Financial Officer

Interim

Sharon M. Paul
Senior Vice President,

Human Resources

Robert E. Rice
Senior Vice President and

Chief Operating Officer

Stephanie C. Hildebrandt
Senior Vice President,

General Counsel and Secretary

Jason G. Ingersoll
Senior Vice President,

Marketing and Sales



Archrock, Inc.

archrock.com

9807 Katy Freeway, Ste. 100
Houston, Texas 77024 
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