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EXPLANATORY NOTE

Exterran Corporation (together with its subsidiaries, the “Company,” “Exterran Corporation,” “our,” “we” or “us”) is filing thi:
Amendment No. 1 (this “Form 10-K/A”) to amend its Annual Report on Form 10-K for the year ended December 31,
2015, originally filed with the Securities and Exchange Commission (the “SEC”) on February 26, 2016 (the “Original
Filing”), to restate its Consolidated and Combined Financial Statements included in Part IV, Item 15 (collectively
referred to as “Financial Statements™) and related footnote disclosures as of December 31, 2015 and 2014 and for the
years ended December 31, 2015, 2014 and 2013 (including the unaudited quarterly periods within 2015 and 2014). In
addition, this Form 10-K/A also includes under Part II, Item 6 restated selected combined statement of operations data
and other financial data for the years ended December 31, 2012 and 2011 and restated selected combined balance
sheet data as of December 31, 2013, 2012 and 2011. This Form 10-K/A also amends certain other items in the
Original Filing, as listed in “Items Amended in This Filing” below.

Background and Effects of Restatement

Subsequent to the filing of the Original Filing, senior management of the Company identified errors relating to the
application of percentage-of-completion accounting principles to certain business lines of our subsidiary, Belleli
Energy S.r.l. (subsequently renamed Exterran Italy S.r.1.). Such business lines comprise engineering, procurement and
construction for the manufacture of tanks for tank farms and the manufacture of evaporators and brine heaters for
desalination plants in the Middle East (referred to as “Belleli EPC” or the “Belleli EPC business” herein). Belleli Energy
S.r.I. is headquartered in Mantova, Italy, and its operations are based in Dubai, United Arab Emirates. Management
promptly reported the matter to the Audit Committee of the Company’s Board of Directors, which immediately
retained counsel, who in turn retained a forensic accounting firm, to initiate an internal investigation. As previously
disclosed in the Company’s Current Report on Form 8-K filed with the SEC on April 26, 2016, the Company’s
management and the Audit Committee of the Board of Directors determined, based on the preliminary results of the
internal investigation, that the Financial Statements and related report of independent registered public accounting
firm within the Original Filing should no longer be relied upon as a result of errors, and possible irregularities, relating
to the accounting for certain Belleli EPC projects.

As a result of the internal investigation, management identified inaccuracies related to Belleli EPC projects within our
product sales segment in estimating the total costs required to complete projects impacting the years ended

December 31, 2015, 2014, 2013, 2012 and 2011 (including the unaudited quarterly periods within 2015 and 2014).
The application of percentage-of-completion accounting principles on Belleli EPC projects is estimated using the cost
to total cost basis, which requires an estimate of total costs (labor and materials) required to complete each project.
The cost-to-complete estimates for Belleli EPC projects were incorrectly estimated and at times manipulated by or at
the direction of certain former members of Belleli EPC local senior management, resulting in a misstatement of
product sales revenue. The inaccurate cost-to-complete estimates for some Belleli EPC projects also resulted in the
need to establish and/or increase contract loss provisions for certain projects, and as a result, product sales cost of
sales was misstated. Additionally, penalties for liquidated damages on certain projects were not correctly estimated.
Furthermore, other errors within product sales cost of sales on Belleli EPC projects were identified, primarily relating
to vendor claims, customer warranties and costs being charged to incorrect projects. As a result of the errors and
conduct identified, our product sales revenue was overstated by $19.3 million, $28.1 million, $5.7 million, $1.2
million and $10.1 million during the years ended December 31, 2015, 2014, 2013, 2012 and 2011, respectively, and
our product sales cost of sales was understated by $0.4 million, $9.5 million and $21.0 million during the years ended
December 31, 2015, 2014 and 2013, respectively, and overstated by $3.1 million and $3.5 million during the years
ended December 31, 2012 and 2011, respectively. These errors and inaccuracies also resulted in the misstatement of
accounts receivable, costs and estimated earnings in excess of billings on uncompleted contracts, billings on
uncompleted contracts in excess of costs and estimated earnings, accrued liabilities and related income tax effects for
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each of the periods impacted.

We separately identified prior period errors related to the miscalculation and recovery of non-income-based tax
receivables owed to us from the Brazilian government as of December 31, 2011. As a result of these errors and since
relevant prior periods were being restated, we recorded adjustments to decrease intangible and other assets, net,
beginning parent equity and other income by approximately $26.1 million, $17.5 million and $10.7 million,
respectively, as of and for the year ended December 31, 2011 and increase other comprehensive income by
approximately $2.1 million as of December 31, 2011. These errors also resulted in the misstatement of intangible and
other assets, net, other (income) expense, net, and accumulated other comprehensive income in periods subsequent to
December 31, 2011.

Along with restating our Financial Statements to correct the errors discussed above, we recorded adjustments for
certain immaterial accounting errors related to the periods covered in this Form 10-K/A.
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Contemporaneously with filing the Form 8-K on April 26, 2016, we self-reported the errors and possible irregularities
at Belleli EPC to the SEC. Since then, we have been cooperating with the SEC in its investigation of this matter,
including responding to a subpoena for documents related to the restatement and compliance with the U.S. Foreign
Corrupt Practices Act (“FCPA”), which are also being provided to the Department of Justice at its request. The FCPA
related requests in the SEC subpoena pertain to our policies and procedures, information about our third-party sales
agents, and documents related to historical internal investigations completed prior to November 2015.

For a summary of the effect of the restatement as of December 31, 2015 and 2014 and for the years ended December
31, 2015, 2014 and 2013, see Note 3 and Note 23 (Quarterly Results) to the Financial Statements in this Form
10-K/A. Additionally, see Part II, Item 6 in this Form 10-K/A for a summary of the effect of the restatement on
selected combined statement of operations data and other financial data for the years ended December 31, 2012 and
2011 and selected combined balance sheet data as of December 31, 2013, 2012 and 2011.

Internal Control Consideration

The Original Filing did not include a report of management’s assessment regarding internal control over financial
reporting or an attestation report of the Company’s independent registered accounting firm due to a transition period
established by rules of the SEC for newly public companies. However, in connection with the restatement in this Form
10-K/A, management evaluated the effectiveness of our internal control over financial reporting as of December 31,
2015, and concluded that deficiencies in the design and operating effectiveness of our internal controls, collectively,
represent material weaknesses in our internal control over financial reporting and, therefore, that we did not maintain
effective internal control over financial reporting as of December 31, 2015. For a description of the material
weaknesses identified by management and management’s implemented and planned remediations for those material
weaknesses, see “Part II, Item 9A — Controls and Procedures.”

Items Amended in This Filing

For the convenience of the reader, this Form 10-K/A sets forth the Original Filing, in its entirety, as amended to reflect
the restatement. No attempt has been made in this Form 10-K/A to update other disclosures presented in the Original
Filing of our Annual Report on Form 10-K for the year ended December 31, 2015, except as required to reflect the
effects of the restatement. The financial statements contained in the Form 10-K were derived from the audited
combined financial statements contained in our Registration Statement on Form 10, as amended, initially filed with

the Securities and Exchange Commission on March 13, 2015 and declared effective on October 21, 2015 (“Registration
Statement”), filed as part of the Company’s Spin-off from Archrock, Inc. (named Exterran Holdings, Inc. prior to
November 3, 2015) (““Archrock”), and the Registration Statement contains substantially the same financial statement
errors as those contained on the Original Filing. Accordingly, this Form 10-K/A should be read in conjunction with
Exterran Corporation’s filings made with the SEC subsequent to the filing of the Form 10-K. The following items have
been amended as a result of this restatement:

Part I — Disclosure Regarding Forward-Looking Statements
Part I, Item 1 — Business

Part I, Item 1A — Risk Factors

Part I, Item 3 — Legal Proceedings

Part II, Item 6 — Selected Financial Data
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Part I, Item 7 — Management’s Discussion and Analysis of Financial Condition and Results of Operations

Part I, Item 7A — Quantitative and Qualitative Disclosures About Market Risk

Part II, Item 9A — Controls and Procedures

Part IV, Item 15 — Exhibits and Financial Statements Schedules

The Company’s Principal Executive Officer and Principal Financial Officer are providing currently dated certifications

in connection with this Amended Annual Report on Form 10-K/A. These certifications are filed as Exhibits 31.1, 31.2,
32.1 and 32.2.
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PART I
DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This report contains “forward-looking statements” intended to qualify for the safe harbors from liability established by
the Private Securities Litigation Reform Act of 1995. All statements other than statements of historical fact contained
in this report are forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of
1934, as amended (the “Exchange Act”), including, without limitation, statements regarding our business growth
strategy and projected costs; future financial position; the sufficiency of available cash flows to fund continuing
operations; the expected amount of our capital expenditures; expenditures related to the restatement of our financial
statements and pending governmental investigation; anticipated cost savings, future revenue, gross margin and other
financial or operational measures related to our business and our primary business segments; the future value of our
equipment and non-consolidated affiliates; and plans and objectives of our management for our future operations. You
can identify many of these statements by looking for words such as “believe,” * anticipate,”
“estimate,” “will continue” or similar words or the negative thereof.

99 ¢l

expect,” “intend,” “project,

LT3

Such forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ
materially from those anticipated as of the date of this report. Although we believe that the expectations reflected in
these forward-looking statements are based on reasonable assumptions, no assurance can be given that these
expectations will prove to be correct. Known material factors that could cause our actual results to differ from those in
these forward-looking statements are described below, in Part I, Item 1A (‘“Risk Factors™) and Part II, Item 7
(“Management’s Discussion and Analysis of Financial Condition and Results of Operations”) of this report. Important
factors that could cause our actual results to differ materially from the expectations reflected in these forward-looking
statements include, among other things:

conditions in the oil and natural gas industry, including a sustained decrease in the level of supply or demand for oil or
natural gas or a sustained low price of oil or natural gas, which could continue to depress or further decrease the
demand or pricing for our natural gas compression and oil and natural gas production and processing equipment and
services;

our reduced profit margins or the loss of market share resulting from competition or the introduction of competing
technologies by other companies;

our reliance on Archrock and Archrock Partners, L.P. (named Exterran Partners, L.P. prior to November 3, 2015)
¢““Archrock Partners”) for a significant amount of our product sales revenues and our ability to secure new product sales
customers;

changes in economic or political conditions in the countries in which we do business, including civil uprisings, riots,
terrorism, kidnappings, violence associated with drug cartels, legislative changes and the expropriation, confiscation

or nationalization of property without fair compensation;

changes in currency exchange rates, including the risk of currency devaluations by foreign governments, and
restrictions on currency repatriation;

the inherent risks associated with our operations, such as equipment defects, malfunctions and natural disasters;

the risk that counterparties will not perform their obligations under our financial instruments;
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the financial condition of our customers;

our ability to timely and cost-effectively obtain components necessary to conduct our business;
employment and workforce factors, including our ability to hire, train and retain key employees;
our ability to implement certain business and financial objectives, such as:

winning profitable new business;

timely and cost-effective execution of projects;

enhancing our asset utilization, particularly with respect to our fleet of compressors;
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tntegrating acquired businesses;

eenerating sufficient cash; and

accessing the capital markets at an acceptable cost;
tiability related to the use of our products and services;

changes in governmental safety, health, environmental or other regulations, which could require us to make
significant expenditures;

our ability to successfully remediate each of the material weaknesses in our internal control environment disclosed in
this report within the time periods and in the manner currently anticipated;

the effectiveness of our internal control environment, including the identification of additional control deficiencies;
the results of governmental actions relating to pending investigations;
the results of shareholder actions relating to the restatement of our financial statements;

the agreements related to the Spin-off (see “Spin-off” below under Part I, Item 1 “Business”) and the anticipated effects of
restructuring our business; and

our level of indebtedness and ability to fund our business.

All forward-looking statements included in this report are based on information available to us on the date of this
report. Except as required by law, we undertake no obligation to publicly update or revise any forward-looking
statement, whether as a result of new information, future events or otherwise. All subsequent written and oral
forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety
by the cautionary statements contained throughout this report.

Item 1. Business

Exterran Corporation (together with its subsidiaries, “Exterran Corporation,” “our,” “we” or “us”), a Delaware corporation
formed in March 2015, is a market leader in the provision of compression, production and processing products and
services that support the production and transportation of oil and natural gas throughout the world.

Spin-off

On November 3, 2015, Archrock (named Exterran Holdings, Inc. prior to November 3, 2015) completed the spin-off
(the “Spin-off”) of its international contract operations, international aftermarket services (the international contract
operations and international aftermarket services businesses combined are referred to as the “international services
businesses” and include such activities conducted outside of the United States of America (“U.S.”)) and global
fabrication businesses into an independent, publicly traded company named Exterran Corporation. We refer to the
global fabrication business previously operated by Archrock as our product sales business. To effect the Spin-off, on
November 3, 2015, Archrock distributed, on a pro rata basis, all of our shares of common stock to its stockholders of
record as of October 27, 2015 (the “Record Date”). Archrock shareholders received one share of Exterran Corporation

10
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common stock for every two shares of Archrock common stock held at the close of business on the Record Date.
Pursuant to the separation and distribution agreement with Archrock and certain of our and Archrock’s respective
affiliates, on November 3, 2015, we transferred cash of $532.6 million to Archrock. Our Registration Statement was
declared effective on October 21, 2015. On November 4, 2015, Exterran Corporation common stock began
“regular-way” trading on the New York Stock Exchange under the stock symbol “EXTN.” Following the completion of
the Spin-off, we and Archrock are independent, publicly traded companies with separate boards of directors and
management.

11
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General

We provide our products and services to a global customer base consisting of companies engaged in all aspects of the
oil and natural gas industry, including large integrated oil and natural gas companies, national oil and natural gas
companies, independent oil and natural gas producers and oil and natural gas processors, gatherers and pipeline
operators. We operate in three primary business lines: contract operations, aftermarket services and product sales.

In our contract operations business, which accounted for approximately 25% of our revenue and 63% of our gross
margin in 2015, we own and operate natural gas compression equipment and crude oil and natural gas production and
processing equipment on behalf of our customers outside of the U.S. These services can include engineering, design,
procurement, on-site construction and operation of natural gas compression and crude oil or natural gas production
and processing facilities for our customers. Our contract operations business is underpinned by long-term commercial
contracts with large customers, including several national oil and natural gas companies, which we believe provide us
with relatively stable cash flows due to our exposure to the production phase of oil and gas development, compared to
drilling and completion related energy services and product providers. We believe our contract operations services
generally allow our customers that outsource their compression or production and processing needs to achieve higher
production rates than they would achieve with their own operations, resulting in increased revenue for our customers.
In addition, outsourcing allows our customers flexibility for their compression and production and processing needs
while limiting their capital requirements. These contracts generally involve initial terms ranging from three to five
years, and in some cases can be in excess of 10 years. In many instances, we are able to renew those contracts prior to
the expiration of the initial term; in some cases, we may sell the underlying assets to our customers pursuant to
purchase options or otherwise.

In our aftermarket services business, which accounted for approximately 7% of our revenue and 8% of our gross
margin in 2015, we provide operations, maintenance, overhaul and reconfiguration services outside of the U.S. to
support our customers who own their own compression, production, processing, treating and related equipment. Our
services range from routine maintenance services and parts sales to the full operation and maintenance of
customer-owned assets. We seek to couple our aftermarket services with our product sales business to provide
ongoing services to customers who buy equipment from us and to sell those services to customers who have bought
equipment from other companies.

In our product sales business, which accounted for approximately 68% of our revenue and 29% of our gross margin in
2015, we design, engineer, manufacture, install and sell natural gas compression packages as well as equipment used
in the production, treating and processing of crude oil and natural gas to customers both in the U.S. and
internationally. Additionally, we design, engineer, manufacture and install this equipment for use in our contract
operations business. Our product sales business line also provides engineering, procurement and manufacturing
services related to the manufacture of critical process equipment for refinery and petrochemical facilities, the
manufacture of tanks for tank farms and the manufacture of evaporators and brine heaters for desalination plants.
Furthermore, we combine our products into an integrated solution that we design, engineer, procure and, in certain
cases, construct on-site for sale to our customers. We believe the expansive range of products we sell through our
global platform enables us to take advantage of the ongoing, worldwide energy infrastructure build-out.

12
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Competitive Strengths
We believe the following key competitive strengths will allow us to create shareholder value:

Global platform and expansive service and product offerings poised to capitalize on the global energy infrastructure
build-out. Despite the recent decline in oil and natural gas prices and the impact on demand for our services and
products, we expect that global oil and natural gas infrastructure will continue to be built out and provide us with
opportunities for growth, as we believe our global customer base will continue to invest in infrastructure projects
based on longer-term fundamentals that are less tied to near-term commodity prices. We believe our size, geographic
scope and broad customer base provide us with a unique advantage in meeting our customers’ needs, particularly with
regard to large-scale project construction and development, and will allow us to capture future growth opportunities.
We provide our customers a broad variety of products and services in approximately 30 countries worldwide,
including outsourced compression, production and processing services, as well as the sale of a large portfolio of
natural gas compression and oil and natural gas production and processing equipment and installation services. We
believe our contract operations services generally allow our customers that outsource their compression or production
and processing needs to achieve higher production rates than they would achieve with their own operations, resulting
in increased revenue for our customers. In addition, outsourcing allows our customers flexibility for their compression
and production and processing needs while limiting their capital requirements. By offering a broad range of services
and products that leverage our core strengths, we believe we provide unique integrated solutions that meet our
customers’ needs. We believe the breadth and quality of our products and services, the depth of our customer
relationships and our presence in many major oil and natural gas-producing regions place us in a position to capture
additional business on a global basis.

High-quality products and services. We have built a network of high-quality energy infrastructure assets that are
strategically deployed across our global platform. Through our history of operating a wide variety of products in many
energy-producing markets around the world, we have developed the technical expertise and experience required to
understand the needs of our customers and meet those needs through a range of products and services. These products
and services include highly customized compression, production and processing solutions as well as standard products
based on our expertise, in support of a range of projects, from those requiring quick completion to those that may take
several years to fully develop. Additionally, our experience has allowed us to develop efficient systems and processes
and a skilled workforce that allow us to provide high-quality services throughout international markets. We utilize this
technical expertise and long history of developing and operating projects for our customers to continually improve our
products and services, which enables us to provide our customers with high-quality, comprehensive oil and natural
gas infrastructure support worldwide.

Complementary businesses enable us to offer customers integrated infrastructure solutions. We aim to provide our
customers with a single source to meet their energy infrastructure needs, and we believe we have the ability to serve
our customers’ changing needs in a variety of ways. For customers that seek to limit capital spending on energy
infrastructure projects, we offer our full operations services through our contract operations business. Alternatively,
for customers that prefer to develop and acquire their own infrastructure assets, we are able to sell equipment and
facilities for their operations. In addition, in those cases, we can also provide operations, maintenance, overhaul and
reconfiguration services following the sale through our aftermarket services business. We also provide aftermarket
services to customers that own compression, production, processing and treating equipment that was not purchased
from us. Furthermore, we combine our products into an integrated solution that we design, engineer, procure and, in
certain cases, construct on-site for sale to our customers. Because of the breadth of our products and our ability to
deliver those products through our different delivery models, we believe we are able to provide the solution that is
most suitable to our customers in the markets in which they operate. We believe this ability to provide our customers
with a variety of products and services provides us with greater stability, as we are able to adjust the products and

13



Edgar Filing: Exterran Corp - Form 10-K/A

services we provide to reflect our customers’ changing needs.

Cash flows from contract operations business supported by long-term contracts with diverse customer base. We
provide contract operations services to customers located in approximately 15 countries. Within our contract
operations business, we seek to enter into long-term contracts with a diverse collection of customers, including large
integrated oil and natural gas companies and national energy companies. These contracts generally involve initial
terms ranging from three to five years, and in some cases can be in excess of 10 years, and typically require our
customers to pay our monthly service fee even during periods of limited or disrupted natural gas flows. In additi