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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain

Officers.
 
Realignment of Corporate Officer Structure
 
Effective April 1, 2020 (the “Effective Date”), Select Energy Services, Inc. (the “Company”) decided to realign leadership responsibilities relating to certain of its business
segments. As of the Effective Date, Mitchell Shauf will act as the Executive Vice President, Water Solutions, and will oversee the Company’s Water Services and Water
Infrastructure business segments, and Michael Skarke will act as the Executive Vice President, Corporate Development, Sales and Operational Support, and will oversee the
support functions relating to all of the Company’s business segments. Prior to the Effective Date, Mr. Shauf served as Executive Vice President, Water Services, and Mr. Skarke
served as Executive Vice President, Water Infrastructure. For an explanation of the business experience of Messrs. Shauf and Skarke, please see their respective biographies as
disclosed in the Company’s definitive proxy statement for the 2020 annual meeting of stockholders filed with the Securities and Exchange Commission on March 27, 2020.
 
There are no family relationships between Mr. Shauf or Mr. Skarke and any director or executive officer of the Company or any person nominated or chosen by the Company to
become a director or executive officer. There are no arrangements or understandings between Mr. Shauf or Mr. Skarke and any other persons pursuant to which such individual
was selected in their new position.
 
Item 7.01. Regulation FD Disclosure.
 
On March 31, 2020, the Company issued a press release announcing operational updates and strategic actions in response to current market conditions. A copy of the
Company’s press release covering such announcement and certain other matters is furnished as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein by
reference.
 
The information contained in this Item 7.01 (including Exhibit 99.1) shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, and shall not be incorporated by reference into any filings made by the Company under the
Securities Act of 1933, as amended, or the Exchange Act, except as may be expressly set forth by specific reference in such filing.
 
 
Item 9.01 Financial Statements and Exhibits.
 

(d)       Exhibits.
 

Exhibit No.  Description
99.1  Press Release dated March 31, 2020
104  Cover Page Interactive Data File (embedded within the Inline XBRL document)

 

 

https://content.equisolve.net/selectwater/sec/0001104659-20-043106/for_pdf/tm2014945d1_ex99-1.htm
https://content.equisolve.net/selectwater/sec/0001104659-20-043106/for_pdf/tm2014945d1_ex99-1.htm
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
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Dated: April 3, 2020
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 By: /s/ Adam R. Law
  Adam R. Law
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NEWS RELEASE
 

 Contacts: Select Energy Services 
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 (713) 296-1073
FOR IMMEDIATE RELEASE IR@selectenergyservices.com
 Dennard Lascar Investor Relations
 Ken Dennard / Lisa Elliott
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SELECT ENERGY SERVICES PROVIDES OPERATIONAL UPDATES AND STRATEGIC ACTIONS IN
RESPONSE TO CURRENT MARKET CONDITIONS

 
HOUSTON, TX – March 31, 2020 – Select Energy Services, Inc. (NYSE: WTTR) (“Select” or “the Company”), a leading provider of water management and chemical
solutions to the U.S. unconventional oil and gas industry, today announced immediate strategic actions that the Company has taken in response to the significant decline in
activity following the rapid decline in commodity prices this month and the operational disruption and market volatility resulting from the COVID-19 pandemic.
 
In order to better align the Company’s operating footprint and cost structure with current market conditions and to protect its strong financial position and debt-free balance
sheet, Select has taken the following actions:
 

· Expect to realize annualized SG&A savings of $25-30 million, or approximately 25-30% relative to the annualized fourth quarter SG&A of $98.7 million (and a
further reduction from 2019 total SG&A of $111.6 million), due to headcount and wage reductions across the employee base, including executive management, as well
as significant curtailment or renegotiation of other internal and third-party expenses, with initial benefits realized in the first quarter of 2020, and full realization by the
third quarter of 2020;

 
· Reduced total Select headcount by 31% since March 1, 2020, including field operations and corporate positions; and

 
· Significantly reducing the previously announced 2020 capital expenditures guidance from the prior range of $55 million to $70 million by at least 50%.

 
Holli Ladhani, President and CEO, commented, “First and foremost, Select is closely monitoring the impact of COVID-19 and taking active precautions to help protect the
health and well-being of our employees and the communities in which we work, in accordance with local, state and federal health authority recommendations. We are also
working closely with our customers and vendors on business continuity plans. The significant and sudden pullback in commodity prices has forced our customers to
meaningfully reduce their operational plans for 2020, requiring us to take immediate actions to reduce our operating expenses and capital expenditures. Agility and financial
strength will be key to successfully navigating this rapidly evolving market landscape. While our cash flow will be impacted by current market conditions, we believe the
actions we are taking, and will continue to take, will enable us to continue to generate solid positive free cash flow during 2020.
 

 



 

 
“With a current cash balance in excess of $100 million and no debt on our balance sheet, we are well prepared to manage through this difficult market. We will continue to
closely monitor macro conditions, making further adjustments to our cost structure as necessary, until we have a better understanding of global oil demand, the activity levels of
our customers and the near- and longer-term impact of COVID-19. While we undertake these difficult but necessary steps, we will continue delivering best-in-class service to
our customers,” concluded Ladhani.
 
Balance Sheet & Cash Flow
 
Select maintains a strong balance sheet and liquidity position. As of February 29, 2020, Select had a total net working capital balance of $275.0 million, including a cash
balance of $101.3 million. Additionally, the Company had no outstanding borrowings under its revolving credit facility and $174.9 million of available borrowing capacity
thereunder, resulting in total liquidity of $276.1 million. As of March 12, 2020, Select had 104.5 million total shares of capital stock outstanding. Despite a challenging market,
the Company expects to generate strong free cash flow during the first quarter of 2020, even after consideration of share buybacks during the quarter totaling $5.5 million.
 
The Company expects relatively flat revenue for the first quarter of 2020 as compared to the fourth quarter of 2019, with activity starting to decline in early March. Currently,
the Company expects gross margin percentage declines of approximately 1%-3% for the consolidated business during the first quarter of 2020 relative to the fourth quarter of
2019. Net income during the first quarter of 2020 is expected to be negatively impacted by severance expenses of approximately $4 million and other non-recurring costs
relating to yard closures and potential impairments driven by the precipitous drop in commodity prices. The Company expects results of operations during the second quarter of
2020 will be significantly impacted by current market conditions and plans to provide more detail on its first quarter earnings conference call in early May 2020.
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About Select Energy Services, Inc.
 
Select Energy Services, Inc. (“Select”) is a leading provider of comprehensive water management and chemical solutions to the oil and gas industry in the United States. Select
provides for the sourcing and transfer of water, both by permanent pipeline and temporary hose, prior to its use in the drilling and completion activities associated with
hydraulic fracturing, as well as complementary water-related services that support oil and gas well completion and production activities, including containment, monitoring,
treatment and recycling, flowback, hauling, gathering and disposal. Select, under its Rockwater Energy Solutions brand, develops and manufactures a full suite of specialty
chemicals used in the well completion process and production chemicals used to enhance performance over the producing life of a well. Select currently provides services to
exploration and production companies and oilfield service companies operating in all the major shale and producing basins in the United States. For more information, please
visit Select’s website, http://www.selectenergyservices.com.
 
Cautionary Statement Regarding Forward-Looking Statements
 
All statements in this communication other than statements of historical facts are forward-looking statements which contain our current expectations about our future results,
including statements regarding our expected capital expenditures, SG&A reductions, revenues, gross margins, net income and free cash flow, as well as our ability to manage
through the difficult market environment.  We have attempted to identify any forward-looking statements by using words such as “expect,” “will,” “estimate” and other similar
expressions. Although we believe that the expectations reflected, and the assumptions or bases underlying our forward-looking statements are reasonable, we can give no
assurance that such expectations will prove to be correct. Such statements are not guarantees of future performance or events and are subject to known and unknown risks and
uncertainties that could cause our actual results, events or financial positions to differ materially from those included within or implied by such forward-looking statements.
Factors that could materially impact such forward-looking statements include, but are not limited to, the volatility of and steep decline in oil prices following the failure of
Saudi Arabia and Russia to agree on a plan to cut oil production and Saudi Arabia’s subsequent announcement of plans to increase production and reduce prices, the operational
disruption and market volatility resulting from the COVID-19 pandemic and the factors discussed or referenced in the “Risk Factors” section of our most recent Annual Report
on Form 10-K and in any subsequently filed quarterly reports on Form 10-Q or current reports on Form 8-K. Investors should not place undue reliance on our forward-looking
statements. Any forward-looking statement speaks only as of the date on which such statement is made, and we undertake no obligation to publicly update or revise any
forward-looking statement, whether as a result of new information, future events, changed circumstances or otherwise, unless required by law.
 

WTTR-ER
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