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NATIONAL OILWELL VARCO, INC.
10000 Richmond Avenue
Houston, Texas 77042

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held July 22, 2005

DATE: Friday, July 22, 200

TIME: 10:00 a.m. (Houston tim¢

PLACE: The Hilton Westchase Hotel
9999 Westheimer Road
Houston, Texas 770¢

The 2005 annual meeting of stockholders of Nation&ilwell Varco, Inc. will be held at the Hilton Wedchase Hotel, 9999 Westheimer
Road, Houston, Texas on Friday, July 22, 2005, ab10 a.m. local time, for the following purposes:

1. To elect three directors to hold office for a tt-year term;

2. To consider and act upon a proposal to ratify gyatment of Ernst & Young LLP as independent tardiof the company for
2005; anc

3. To consider and act upon any other matters thatprayerly come before the annual meeting or anyppoement or adjournment
thereof.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF THE THREE NOMINEES FOR
DIRECTOR AND FOR THE PROPOSAL TO RATIFY THE APPOINT MENT OF ERNST & YOUNG LLP AS INDEPENDENT
AUDITORS OF THE COMPANY FOR 2005.

The Board of Directors has set June 8, 2005 arettord date for the Annual Meeting. If you weraackholder of record at the close of
business on June 8, 2005 you are entitled to wdteaAnnual Meeting. A complete list of these &tomders will be available for examinati

at the Annual Meeting and, during ordinary busirtessrs, at our offices at 10000 Richmond Avenueaystan, Texas for a period of ten days
prior to the Annual Meeting.

You are cordially invited to join us at the Annld¢eting. However, to ensure your representationregeest that you return your signed
proxy card at your earliest convenience, whetherabiyou plan to attend the Annual Meeting. You mayoke your proxy at any time if you
wish to attend and vote in person.

By Order of the Board of Directors
/s M. Gay Mather

M. Gay Mather
Vice President and Secreta

Houston, Texas
June 17, 2005
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NATIONAL OILWELL VARCO, INC.
10000 Richmond Avenue
Houston, Texas 77042

PROXY STATEMENT

ANNUAL MEETING: Date:  Friday, July 22, 200
Time: 10:00 a.m. (Houston timq
Place: Hilton Westchase Hotel
9999 Westheimer
Houston, Texas 770¢

AGENDA: Proposal 1: For the election of three nomineesrastdrs of the Company for a term of three ye

Proposal 2: For the ratification of the appointmehErnst & Young LLP as independent auditors
of the company

RECORD DATE/

WHO CAN VOTE: All stockholders of record at the close of busin@sslune 8, 2005 are entitled to vote. The only
class of securities entitled to vote at the AnMakting is National Oilwell Varco common stock.
Holders of National Oilwell Varco common stock argtitled to one vote per share at the Annual
Meeting.

PROXIES SOLICITED BY: Your vote and proxy is being solicited by the Boafdirectors for use at the Annual Meeting. 7
proxy statement and enclosed proxy card is being@ebehalf of the Board of Directors to all
stockholders beginning on or about June 17, 209 dnpleting, signing and returning your prc
card, you will authorize the persons named on th&ypcard to vote your shares according to your
instructions.

PROXIES: If your properly executed proxy does not indicadgtyou wish to vote your common stock, the
persons named on the proxy card will vote FOR meaif the three nominees for director
(Proposal 1) and FOR the ratification of the appoent of Ernst & Young LLP as independent

auditors.
REVOKING YOUR You can revoke your proxy at any time prior to tinee that the vote is taken at the meeting by:
PROXY: (i) filing a written notice revoking your proxyi;iXifiling another proxy bearing a later date; or
(iii) casting your vote in person at the Annual Meg. Your last vote will be the vote that is
counted
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QUORUM:

MULTIPLE
PROXY CARDS:

HOUSEHOLDING:

As of June 8, 2005, there were 172,678,564 shdidatmonal Oilwell Varco common stock issued
and outstanding. The holders of these shares hawéght to cast one vote for each share held by
them. The presence, in person or by proxy, of $tolclers entitled to cast at least 86,339,283 votes
constitutes a quorum for adopting the proposaleeaAnnual Meeting. Abstentions will be incluc

in determining the number of shares present atbeting for the purpose of determining a quo

as will broker non-votes. A broker non-vote ocowten a broker is not permitted to vote on a
matter without instructions from the beneficial @wof the shares and no instruction is given.
However, there will be no broker non-votes in cariioa with this meeting as the nature of the
proposals to be considered at the meeting allowkdns discretionary voting in the absence of
timely instruction from beneficial owners. If yoave properly signed and returned your proxy card
by mail, you will be considered part of the quorand the persons named on the proxy card will
vote your shares as you have instructed tt

If you receive multiple proxy cards, this indicathat your shares are held in more than one
account, such as two brokerage accounts, and gistenred in different names. You should vote
each of the proxy cards to ensure that all of \ghares are vote

The Securities and Exchange Commission, or SECadlasted rules that permit companies and
intermediaries, such as brokers, to satisfy thevelsl requirements for proxy statements with
respect to two or more stockholders sharing theesaadress by delivering a copy of these
materials, other than the Proxy Card, to thoseksimlders. This process, which is commonly
referred to as “householding,” can mean extra coi@vee for stockholders and cost savings for the
Company. Beneficial stockholders can request in&tion about householding from their banks,
brokers, or other holders of record. Through hoakkhg, stockholders of record who have the
same address and last name will receive only opg abour Proxy Statement and Annual Report,
unless one or more of these stockholders notifiethat they wish to continue receiving individual
copies. This procedure will reduce printing costd postage fee

Stockholders who patrticipate in householding walhttnue to receive separate Proxy Cards. If you
are eligible for householding, but you and otheckholders of record with whom you share an
address currently receive multiple copies of PrSigtements and Annual Reports, or if you hold
stock in more than one account and wish to recaive a single copy of the Proxy Statement or
Annual Report for your househol
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please contact ADP Householding Department, iningrjitat 51 Mercedes Way, Edgewood, New
York 11717, or by phone at (800) 542-1061. If,ra¢ ime, you no longer wish to participate in
householding and would prefer to receive a sep&airy Statement and Annual Report, please
notify your broker if you are a beneficial stockdiet.

COST OF PROXY

SOLICITATION: We have retained InvestorCom, Inc. to solicit pesxirom our stockholders at an estimated fee of
$4,000, plus expenses. This fee does not inclugledhkts of preparing, printing, assembling,
delivering and mailing the Proxy Statement. The @any will pay for the cost of soliciting
proxies. Some of our directors, officers and empésymay also solicit proxies personally, without
any additional compensation, by telephone or rRaidxy materials also will be furnished without
cost to brokers and other nominees to forward eédmeficial owners of shares held in their na

PLEASE VOTE - - YOUR VOTE IS IMPORTANT

-3-
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MERGER WITH VARCO

On March 11, 2005, National-Oilwell, Inc., a Delag&orporation (“National Oilwell”) held a specraketing of stockholders to approve the
merger of Varco International, Inc., a Delawarepcwation (“Varco”) with and into National Oilwelyith National Oilwell being the
surviving corporation (the “Merger”). National Ol then changed its name to National Oilwell Varew. (“National Oilwell Varco” or the
“Company”), pursuant to the Amended and Restategément and Plan of Merger, effective as of Augdst2004 (the “Merger
Agreement”). At completion of the Merger, Natiomilwell stockholders owned approximately 51% of @@mpany and Varco stockholders
owned approximately 49% of the Company.

In accordance with the Merger Agreement, five fariviarco directors joined the National Oilwell VarBoard when the merger closed on
March 11, 2005: John F. Lauletta, Greg L. Armstrdagc L. Mattson, Jeffery A. Smisek, and James\dods. Our other current directors
who were previously elected by stockholders of dtwl Oilwell are: Merrill A. Miller, Jr., Robert BBeauchamp, Ben A. Guill, David D.
Harrison and Roger L. Jarvis.

Unless we note otherwise, information about Nafi@ibwell Varco in this proxy statement generalgfers to National Oilwell for any time
before the merger.

ELECTION OF DIRECTORS
PROPOSAL NO. 1 ON THE PROXY CARD

The Board of Directors of National Oilwell Varcodsvided into three classes, each class serviegna of three years. Directors whose terms
expire this year include John F. Lauletta, RobeB&uchamp, and James D. Woods.

On May 18, 2005, Mr. Lauletta, our Chairman of Baard, informed the Board of his intention not tarsl for re-election at the Annual
Meeting. Upon Mr. Lauletta’s resignation, Merrill Miller, Jr., our President and Chief Executivei€¥r, will succeed Mr. Lauletta as
Chairman of the Board. The size of the Board isently set at ten members. Upon Mr. Lauletta’sgeation, which will create a vacancy in
the Board, the Board will reduce the size of thaldo nine members. The Company’s Amended andhResCertificate of Incorporation
provides that any decrease in the number of directoall be apportioned among the classes as g@safiossible.

Robert E. Beauchamp, Jeffery A. Smisek and Jam&¥dads are nominees for directors for a three-feyan expiring at the Annual Meeting
in 2008, or when their successors are elected aalifigd. Upon his election to the class of direstahose terms expire in 2008, Mr. Smisek
will resign from the class of directors whose teewrpire in 2007, equally apportioning the clasdadirectors. The Company believes each of
the nominees will be able to serve if elected. Hamveif any nominee is unable to serve, the remgimhembers of the Board have authority
to nominate another person, elect a substitutesdirce the size of the Board. Directors whose texpgre in 2006 and 2007, other than

Mr. Smisek, will continue to serve in accordancéhwineir prior election or appointment. Proxiesmatbe voted for a greater number of
persons than the number of nominees named.

-4 -
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Vote Required for Approval

Directors are to be elected by a plurality of tieéeg cast at the meeting. This means that the ttowénees receiving the greatest number of
votes will be elected. In accordance with New Y8thck Exchange rules, a proposal to elect direé¢sorensidered to be a “discretionary”
item. This means that brokerage firms may votd@irtdiscretion on this matter on behalf of beriefiowners who have not furnished voting
instructions within the time period specified irethoting instructions submitted by such brokeraged. Votes withheld for any Director will
not be counted. Your shares will be voted as yagei§pon your proxy. If your properly executed pyadoes not specify how you want your

shares voted, we will vote them for the electiothaf three nominees listed below.

Information Regarding Nominees for Director for Terms Expiring in 2008:

March 2005. Mr. Smisek served as a Director of ¥qend its
predecessor, Tuboscope Inc.) since February 1988 S
December 30, 2004, Mr. Smisek has served as Pn¢sidd a
director of Continental Airlines, Inc. Mr. Smisekepiously serve
Continental Airlines, Inc. as: Executive Vice Pdesit from
March 2003 until December 2004; Executive Vice Rias —
Corporate from May 2001 until March 2003; and ExeeuVice
President, General Counsel and Secretary from NbeetB96 to
May 2001.

Expiration Year
Date of First
Current Became
Name Age Term Biography Director
Robert E. Beauchamp 45 200t Mr. Beauchamp has been a Director of the Comparoesi 200z
August 2002. Since 1988, he has served in variapadgities at
BMC Software, Inc., a leading provider of enterpnisanagemen
solutions, most recently as President and Chietxee Officer
and as a director. During his sixteen years with®BMe also
served as senior vice president of research & dewednt, vice
president of strategic marketing and corporate ldgwmeent, and
director of strategic marketin
Jeffery A. Smisek (1) 50 2007 Mr. Smisek has been a Director of the Company since 200t




Table of Contents

March 2005. Mr. Woods served as a Director of Vaioae

May 2000, and from 1988 until May 2000 he served dgector
of a company acquired by Varco. Mr. Woods is thai@han
Emeritus and retired Chief Executive Officer of BakKlughes
Incorporated. Mr. Woods was Chief Executive OffioéBaker
Hughes from April 1987, and Chairman from Janu&89 in
each case until January 1997. Mr. Woods is aldoeatdr of
ESCO Technologies, an NYSE-listed supplier of eagiad
filtration precuts to the process, healthcare aadsportation
markets; Foster Wheeler Ltd., an OTC-traded holdmmgpany of
various subsidiaries which provides a broad rarfigangineering,
design, construction and environmental servicesj OM
Corporation, an NYSE-listed bulk shipping companguviding
seaborne transportation services primarily of croitland refined
petroleum products; and USEC Inc., an NYSE-listgopier of
enriched uraniun

Expiration Year
Date of First
Current Became
Name Age Term Biography Director
James D. Woods 73 200t Mr. Woods has been a Director of the Company since 200t

(1) Upon his election to the class of directors whesms expire in 2008, Mr. Smisek will resign frone ttlass of directors whose terms
expire in 2007, equally apportioning the classegictors.

YOUR BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE IN FAVOR OF THE ELECTION OF THE THREE
NOMINEES FOR DIRECTOR.

Information Regarding Continuing Directors:

He served as Chairman of the Board from May 200&uih
March 11, 2005. He served as the Company’s Chiefr&jmg
Officer from November 2000 through March 11, 20d88.has
served as President since November 2000 and af EXgeutive
Officer since May 2001. He has served in various@esxecutive
positions with National Oilwell since February 19

Expiration Year
Date of First
Current Became
Name Age Term Biography Director
Merrill A. Miller, Jr. 54 200¢ Mr. Miller has been a Director of the Company siivtay 2001. 2001
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Name

Age

Expiration
Date of
Current

Term

Biography

Year

First
Became
Director

Greg L. Armstrong

46

200¢

Mr. Armstrong has been a Director of the Compangesi
March 2005. Mr. Armstrong served as a Director afd6 from
May 20, 2004 until March 11, 2005. Since 1998, ag lheen the
Chairman of the Board and Chief Executive OfficEPtains All
American GP LLC, the general partner and contrgléntity of
Plains All American Pipeline, L.P., a publicly tetimaster
limited partnership engaged in the business of etarg,
gathering, transporting, terminalling and storimgde oil.

Mr. Armstrong also serves as a director of the preaelent
Petroleum Association of America Southwest Texagi®teand is
a member of the National Petroleum Cour

200¢

Ben A. Guill

54

2007

Mr. Guill has been a Director of the Company sih869. He is
President of First Reserve Corporation, a corparateager of
private investments focusing on the energy andgynesiated
sectors, which he joined in September 1998. MrllGaives as a
director of Dresser, Inc., a leader in the desiganufacture and
marketing of highly engineered equipment and ses/for the
energy industry, and T-3 Energy Services, Incgrsolidator of
high-end equipment repair and specialty machiniperations
focused in the Gulf of Mexicc

199¢

David D. Harrison

57

200¢

Mr. Harrison has been a Director of the Compangesin

August 2003. Since February 2000, he has servegesutive
Vice President and Chief Financial Officer of Pémtac., a
diversified manufacturer in water technologies andlosures
businesses. From September 1999 through Febru@fy; 20

Mr. Harrison was Executive Vice President and CRiefincial
Officer of the Scotts Company, a lawn and gardedycts
company. He was Executive Vice President and Giredncial
Officer and a Director of Coltec Industries, a camyp in the
industrial and aerospace arena from 1996 to 198%lsb served
as Executive Vice President and Chief Financialg@ffof Pentail
Inc. from 1994 to 1996. From 1972 through 1994, Narrison
held various international and domestic financetprs with a
combination of General Electric and B-Warner Chemicals

200z
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March 2005. Mr. Mattson served as a Director ofcdafand its
predecessor, Tuboscope Inc.) since January 198de Si
November 2003, Mr. Mattson has been Senior VicsiBeat anc
Chief Financial Officer of VeriCenter, Inc., a paie provider of
managed hosting services. From November 2002 until
October 2003, Mr. Mattson worked as an independemsultant.
Mr. Mattson was the Chief Financial Officer of N&tyInc., a
private Internet backbone and broadband servicégen from
September 1999 until November 2002. Netrail filed@hapter 1
Bankruptcy protection in the Northern Georgia distof the
United States Bankruptcy Court in July 2001. In Biowber 2002,
the Bankruptcy Court approved Netrail's plan ofildation and
appointed a Trustee to effect the plan. At thaetiMr. Mattson
ceased to be the Chief Financial Officer of Netf@ibm July 199
until May 1999, Mr. Mattson served as Senior Vicestlent and
Chief Financial Officer of Baker Hughes Incorporita provider

of products and services to the oil, gas and peorehistries

Expiration Year
Date of First
Current Became
Name Age Term Biography Director
Roger L. Jarvis 51 2007 Mr. Jarvis has been a Director of the Company since 200z
February 2002. He has served as President, Chesfufixe
Officer and Director of Spinnaker Exploration Compaa natural
gas and oil exploration and production company;esitf96 and
as its Chairman of the Board since 1998. Mr. Jaalge serves as|
a director of The Bill Barret Corporation, a compamgaged in
the acquisition, exploitation and exploration dfand gas
properties in the Rocky Mountair
Eric L. Mattson 53 2007 Mr. Mattson has been a Director of the Companyesinc 200t
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COMMITTEES AND MEETINGS OF THE BOARD
Committees
The Board of Directors had the following standimgnenittees: Audit, Compensation, and Nominating/@cafe Governance.

Number of Meetings Held in 2004

Board of Director:

Audit Committee

Compensation Committe
Nominating/Corporate Governance Commit

N, ~NO

Attendance at Meetings

Each incumbent director attended at least 75%efribetings of the Board and committees of whichdhractor was a member.

Board Compensation

Members of the Company’s Board of Directors whoravefull-time employees of the Company receiveftil®wing cash compensation:
. For service on the Board of Directe— an annual retainer of $45,000, paid quarte

. For service as chairman of the audit committednefBoard of Director— an annual retainer of $15,000, paid quarte

. For service as chairman of each of the comparsatimmittee and the nominating/corporate govemaommittee of the Board of
Directors— an annual retainer of $10,000, paid quarte

. For service as a member of the audit committea@Board of Director- an annual retainer of $7,500, paid quarte

. For service as a member of each of the compensetimmittee and the nominating/corporate governanoamittee of the Board
Directors— an annual retainer of $5,000, paid quarterly;

. $1,500 for each Board meeting and each committedimgeattended
Directors of the Board who are also employees @fGbmpany do not receive any compensation for Hegirice as directors.

Members of the Board are also eligible to receivards, including restricted stock, performance awaphantom shares, stock payments, or
SARs under the National Oilwell Varco Long-Terméntive Plan.

-9-
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On May 18, 2005, the Board approved the grant®T options to each non-employee director undeNgtenal Oilwell Varco Long-Term
Incentive Plan. The exercise price of the optie$41.63 per share, which was the fair market vafumne share of the Company’s common
stock on the date of grant. The options have a tdrian years from the date of grant and vestiiedtequal annual installments beginning on
the first anniversary of the date of the grant.

In connection with the Merger, all outstanding ops under the Amended and Restated Stock Award.@amg-Term Incentive Stock Plan
granted to non-employee directors who continuedicethrough the effective time of the Merger brevnot designated to serve on the
board of National Oilwell Varco upon the closingtbé Merger became fully exercisable and remaimxedcisable for a period of three
months following the effective date of the Merger.

Audit Committee

Messrs. Harrison (Chairman), Armstrong, Guill andttdon are the current members of the Audit ConesitAll members of this committee
are “independent” within the meaning of the ruleserning audit committees by the New York Stock faxmge.

The Audit Committee is appointed by the Board afbiors to assist the Board in fulfilling its ovigie responsibilities. The Committee’s
primary duties and responsibilities are to:

. Monitor the integrity of the Company’s financs&htements, financial reporting processes, systéiimsernal controls regarding
finance, accounting and legal compliance and dssgko controls and procedur

= Select and appoint the Company’s independenta@msdpre-approve all audit and non-audit serviodse provided, consistent with
all applicable laws, to the Company by the Compairydependent auditors, and establish the feesttuet compensation to be p
to the independent auditol

. Monitor the independence and performance of the @my's independent auditors and internal auditing fuamc

= Establish procedures for the receipt, retentiesponse to and treatment of complaints, includgidential, anonymous

submissions by the Company’s employees, regardioguating, internal controls, disclosure or audjtinatters, and provide an
avenue of communication among the independent@sdinanagement, the internal auditing function tiedBoard of Directors

A copy of the Audit Committee Charter, which waslied as Appendix Il to the Proxy Statement fer2003 Annual Meeting of
Stockholders, is available on the Company’s wepsgitew.natoil.com, under the Investor Relations/Corporate Governarcéon.

Audit Committee Financial Expert

The Board of Directors has determined that all menslof the Audit Committee meet the New York StBskhange standard of having
accounting or related financial management expedisl meet the SEC's criteria of an Audit CommiEe®ncial Expert.

Compensation Committee

Messrs. Woods (Chairman), Beauchamp, Guill and &ase the current members of the Compensation GiveemAll members of the
Compensation Committee are independent as defnduebapplicable New York Stock Exchange listingnstards.

-10 -
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The Compensation Committee is appointed by the ofDirectors to assist the Board in fulfilling ibversight responsibilities. The
Committee’s primary duties and responsibilitiestare

. Discharge the Boa's responsibilities relating to compensation of@lmnpan’s directors and executive office

= Approve and evaluate all compensation of direcéord executive officers, including salaries, besuand compensation plans,
policies and programs of the Compa

. Administer all plans of the Company under whibares of common stock may be acquired by direcioexecutive officers of the
Company

A copy of the Compensation Committee Charter, whiels included as Appendix Il to the Proxy Statetrienthe 2003 Annual Meeting of
Stockholders, is available on the Company’s wepsgitew.natoil.com, under the Investor Relations/Corporate Governarcéon.

Compensation Committee Interlocks and I nsider Participation. During 2004, Messrs. Guill, Beauchamp and Jarvigeseon the
Compensation Committee. None of these memberfoisreer or current officer or employee of the Compan any of its subsidiaries, is
involved in a relationship requiring disclosureaasinterlocking executive officer/director, or haly relationship requiring disclosure under
Item 404 of Regulation S-K.

Nominating/Corporate Governance Committee

Messrs. Beauchamp (Chairman), Jarvis, Smisek amtdé/are the current members of the Nominating/GatpdGovernance Committee. All
members of the Nominating/Corporate Governance Citteerare independent as defined by the appliddbie York Stock Exchange listing
standards.

The Nominating/Corporate Governance Committee [@agted by the Board of Directors to assist therBaa fulfilling its oversight
responsibilities. The Committee’s primary duties aasponsibilities are to:

= Ensure that the Board and its committees areogpiptely constituted so that the Board and dinecioay effectively meet their
fiduciary obligations to stockholders and the Comyp:

= Identify individuals qualified to become Board migers and recommend to the Board the director nessifor the next annual
meeting of stockholders and candidates to fill wages in the Boarc

. Recommend to the Board annually the directors tagmointed to Board committee
= Monitor, review, and recommend when necessarychapges to the Corporate Governance Guidel

. Monitor and evaluate annually how effectively B@ard and the Company have implemented the pslanme principles of the
Corporate Governance Guidelin

A copy of the Nominating/Corporate Governance CottariCharter, which was included as Appendix Ithi Proxy Statement for the 2003
Annual Meeting of Stockholders, is available on @@mpany’s website, www.natoil.conunder the Investor Relations/Corporate Goverr
section.
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Director Nominees

The Nominating/Corporate Governance Committee hasdsponsibility of identifying candidates foratlen as directors; reviewing
background information relating to candidates foector; and recommending to the Board of Directwminees for directors to be submit
to stockholders for election. It is the policy bétcommittee to consider director candidates recena®d by stockholders. Nominees to be
evaluated by the Nominating/Corporate Governanamr@ittee are selected by the committee from candgdacommended by multiple
sources, including other directors, managementkhtuders, and candidates identified by independeatch firms (which firms may be paid
by the Company for their services), all of whomlw# evaluated based on the same criteria. Asref 812005, we had not received any
recommendations from stockholders for potentigdaimr candidates. All of the current nominees foeaor are standing members of the
Board that are proposed by the entire Board faleetion. Written suggestions for nominees shoelddnt to the Secretary of the Company
at the address listed below.

The Board of Directors believes that nominees sheeflect the following characteristics:

. Have a reputation for integrity, honesty, candairrfess and discretio
= Be knowledgeable, or willing to become so quicktythe critical aspects of the Comp/s businesses and operatic

. Be experienced and skillful in serving as a cotapieoverseer of, and trusted advisor to, the senamagement of at least one
substantial enterpris

= Have a range of talent, skill and expertise sidfit to provide sound and prudent guidance wispeet to the full scope of the
Compan’s operations and interes

Any stockholder of record who is entitled to vobe the election of directors may nominate personefection as directors if timely written
notice in proper form of the intent to make a naation at the Annual Meeting is received by the Campat National Oilwell Varco, Inc.,
10000 Richmond Avenue —8Floor, Houston, TX 77042, Attention: M. Gay Math8ecretary. The notice must be received no lagar th
June 27, 2005 — 10 days after the first publicasotif the Annual Meeting is first sent to stocklesid To be in proper form, the notice must
contain prescribed information about the propomet each nominee, including such information alach nominee as would have been
required to be included in a proxy statement fjjedsuant to the rules of the SEC had such nomiaea hominated by the Board of Direct
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AUDIT COMMITTEE REPORT

The responsibilities of the Audit Committee, whante set forth in the Audit Committee Charter additg the Board of Directors, include
providing oversight to the Company'’s financial refp@ process through periodic combined and separatetings with the Company’s
independent auditors and management to review atiogy auditing, internal controls and financigbogting matters. The management of
Company is responsible for the preparation andjittieof the financial reporting information andated systems of internal controls. The
Audit Committee, in carrying out its role, relies the Company’s senior management, including sdimancial management, and its
independent auditors.

We have reviewed and discussed with senior manageime audited financial statements included inGbenpany’s Annual Report on
Form 10-K. Management has confirmed to us that §ineimcial statements have been prepared with iityegnd objectivity and in
conformity with generally accepted accounting piples.

We have discussed with Ernst & Young LLP, the Conypmindependent auditors, the matters requirdsktdiscussed by SAS 61
(Codification of Statements on Auditing Standald, Sec. 380), as may be modified or supplementé& &l requires independent auditors
to communicate certain matters related to the conaluan audit to those who have responsibilitydeersight of the financial reporting
process, specifically the audit committee. Amongriatters to be communicated to the audit comméitee(1) methods used to account for
significant unusual transactions; (2) the effecsighificant accounting policies in controversialmnerging areas for which there is a lack of
authoritative guidance or consensus; (3) the psuassd by management in formulating particularhsga/e accounting estimates and the
basis for the auditor’s conclusions regarding #esonableness of those estimates; and (4) disagnéemith management over the
application of accounting principles, the basisrfanagement’s accounting estimates, and the disel®én the financial statements.

We have received from Ernst & Young a letter pranvgcthe disclosures required by Independence Stdadgoard Standard No. 1
(Independence Discussions with Audit Committeesh wespect to any relationships between Ernst &igoLP and the Company. Ernst &
Young LLP has discussed its independence withngshas confirmed in such letter that, in its pref@sal judgment, it is independent of the
Company within the meaning of the federal secigitésvs.

Based on the review of the financial statementsdibcussion with Ernst & Young regarding SAS éitldpendence Standards Board
Standard No. 1, and receipt from them of the reginrritten disclosures, the Audit Committee recomdeal to the Board of Directors that
the audited financial statements be included inGbmpany’s 2004 Annual Report on Form 10-K.

Notwithstanding the foregoing, our charter clasftbat it is not our duty to conduct audits or éedlmine that the Compg's financial
statements are complete and accurate and areandacce with generally accepted accounting priesipManagement is responsible for the
Company’s financial reporting process, includirggdystem of internal controls, and for the prepamnasdf financial statements in accordance
with GAAP. Management is also responsible for dagurompliance with laws and regulations and thenGany’s corporate policies, subject
to our oversight in the areas covered by our chaftee independent auditors are responsible for
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expressing opinions on those financial statemamsoa management’s assessment and on the effeesiverf the Company’s internal control
over financial reporting.

We are not employees of the Company or accountargaditors by profession or experts in the fi@élaccounting or auditing. We rely, and
are entitled to rely, on management’s represemtdtiat the financial statements have been prepaitbdntegrity and objectivity and in
conformity with GAAP and on the representationshef independent auditors included in their repartte Company’s financial statements.

The Committees oversight does not provide it with an independbasis to determine that management has maintajpepriate accountir
and financial reporting principles or policies,ampropriate internal controls and procedures desigo assure compliance with GAAP and
applicable laws and regulations. Furthermore, omsilerations and discussions with managementtenithéiependent auditors do not assure
that the Company’s financial statements are preseintaccordance with GAAP or that the audit of@mmpany’s financial statements has
been carried out in accordance with GAAP.

Members of the Audit Committee
David D. Harrison, Committee Chairman
Greg L. Armstrong
Ben A. Guill
Eric L. Mattson
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RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS
PROPOSAL NO. 2 ON THE PROXY CARD

Information Regarding our Independent Auditors

The Audit Committee of the Board of Directors haappointed Ernst & Young LLP as independent ausliior 2005. Stockholders are being
asked to vote upon the ratification of the appogmninRepresentatives of Ernst & Young will attene Annual Meeting, where they will be
available to respond to appropriate questions @ve kthe opportunity to make a statement if theyrees

Vote Required for Approval

The proposal to ratify the appointment of Ernst &g LLP as independent auditors will require apaldy a majority of the votes cast on
the meeting. In accordance with New York Stock Exade rules, a proposal to ratify independent atslitoconsidered to be a
“discretionary” item. This means that brokeragenfrmay vote in their discretion on this matter ehdlf of beneficial owners who have not
furnished voting instructions within the time petigpecified in the voting instructions submittedsogh brokerage firms. Abstentions, which
will be counted as votes present for the purposietérmining a quorum, will have the effect of @evagainst the proposal. Your shares will
be voted as you specify on your proxy. If your @y executed proxy does not specify how you waniryshares voted, we will vote them
for the election of the three nominees listed below

Audit Fees

The Audit Committee pre-approves all services plegiby the Company'’s independent auditors to thegamy and its subsidiaries.
Consideration and approval of such services geyayeturs in the regularly scheduled quarterly nmegt of the Audit Committee. The Audit
Committee has delegated the Chairman of the Aualib@ittee to pre-approve allowed non-audit servisabject to review by the full
committee at the next regularly scheduled meefihg. Audit Committee has considered whether theigiav of all services other than those
rendered for the audit of the Company’s financiatesments is compatible with maintaining Ernst &ivig’s independence and has conclu
that their independence is not compromised.

The following table sets forth Ernst & Young LLA&es for services rendered during 2003 and 20042094 services provided by Ernst &
Young LLP were pre-approved by the Audit Committee.

2004 2003
(in thousands)
Audit Fees $ 2,43¢ $ 1,162
Audit Related Fee() 182 64
Tax Fee<? 603 1,20¢
All Other Fees — —
Total $ 3,221 $ 2,43
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(M Consists primarily of fees for employee benelfing, due diligence related to acquisition trarisast and accounting consultations.
@ Consists primarily of fees for compliance, plaitnand advice with respect to various domesticfargign corporate tax mattel

YOUR BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE IN FAVOR OF THE PROPOSAL TO RATIFY THE
APPOINTMENT OF ERNST & YOUNG LLP.

-16 -




Table of Contents
CORPORATE GOVERNANCE

National Oilwell Varc(s Board of Directors is committed to promotingnsparency in reporting information about the Conypanmplying
with the spirit as well as the literal requiremeotspplicable laws, rules and regulations, angba@ate behavior that conforms to corporate
governance standards that substantially exceecbtigensus view of minimum acceptable corporategavee standards. The Board of
Directors adopted Corporate Governance Guidelingstwestablish provisions for the Board’s compositand function, Board committees
and committee membership, evaluation of directdependence, the roles of the Chairman of the BalaedChief Executive Officer and the
Lead Director, the evaluation of the Chief Execat@fficer, regular meetings of non-management tbrecboard conduct and review,
selection and orientation of directors, directompensation, access to management and independéstradand annual review of the
Guidelines. A copy of the Guidelines, which waduded as Appendix | to the Proxy Statement forab@3 Annual Meeting of Stockholders,
is available on the Company’s website, www.natoihg under the Investor Relations/Corporate Governaecéon.

Director Independence

The Corporate Governance Guidelines address, awtbeg things, standards for evaluating the indepeod of the Company'directors. Th
Board undertakes an annual review of director iedeipnce and considers transactions and relatianghijing the prior year between each
director or any member of his or her immediate farand the Company and its affiliates, includingg reported under “Certain
Relationships and Related Transactions” in thixpiiatement. In May 2005, as a result of this ahneview, the Board affirmatively
determined that a majority of the members of tharBaf Directors are independent of the Companyisntianagement under the standards
set forth in the Corporate Governance Guidelingég fbllowing directors were affirmed as independ@reg L. Armstrong, Robert E.
Beauchamp, Ben A. Guill, David D. Harrison, Rogedarvis, Eric L. Mattson, Jeffery A. Smisek, aathés D. Woods.

Lead Director

The non-management members of the Board of Direttave appointed Robert E. Beauchamp as Lead Dir8die Lead Director is
responsible for developing the agenda for, andidiresover the executive sessions of, the Boardis-management directors, and for acting
as principal liaison between the non-managemeatttirs and the chief executive officer on mattealtdvith in executive session.

Policies on Business Ethics and Conduct

The Company has a long-standing Business EthigsyPth April 2003, the Board adopted the Code abBiess Conduct and Ethics For
Members of the Board of Directors and Executiveid@fs and the Code of Ethics for Senior Financidicers. These codes are designed to
focus the Board and management on areas of etigskaprovide guidance to personnel to help thecogeize and deal with ethical issues,
provide mechanisms to report unethical conductteeipl to foster a culture of honesty and accouritgbis set forth in the Corporate
Governance
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Guidelines, the Board may not waive the applicatibthe Company’s policies on business ethics amdigct for any Director or Executive
Officer. Copies of the Code of Business Conductthics For Members of the Board of Directors amddtitive Officers and the Code of
Ethics for Senior Financial Officers which wereluded as Appendixes V and VI to the Proxy Statenfamthe 2003 Annual Meeting of
Stockholders, are available on the Company’s wejsiivw.natoil.com under the Investor Relations/Corporate Governaecéon.

Communications with Directors

The Board has provided a process for interesteiiepdd communicate with our non-management dirsct®arties wishing to communicate
confidentially with our non-management directorsyrda so by calling 1-800-372-3956. This procedsrddscribed on the Company’s
website, www.natoil.comin the Investor Relations/Corporation Governaswetion. Calls to this number will be answered hyralependen
automated system 24 hours a day, 365 days a ydeanscript of the call will be delivered to a meslof the Audit Committee. Parties
wishing to send written communications to the Boaittier than sales-related communications, shand s letter addressed to the member
or members of the Board to whom the communicasatirected, care of the Secretary, National Oilwalico, Inc., 10000 Richmond
Avenue, Houston, Texas, 77042. All such commuroeatiwill be forwarded to the Board member or memispecified.

Director Attendance at Annual Meetings

The Company does not have a formal policy with eespo director attendance at annual stockholdetimgs. In 2004, all members of the
Board were in attendance at the annual meeting.
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EXECUTIVE OFFICERS

The following persons are our current executivécefs. The executive officers of the Company setviae pleasure of the Board of Directors
and are subject to annual appointment by the BolRdrectors. None of the executive officers, diogs, or nominees for director has any
family relationships with each other.

Name

Age

Position

Biography

John F. Lauletta (1)

60

Chairman of the Board

Mr. Lauletta has been a Director of the
Company since March 2005. Until the effectiy
time of the Merger, Mr. Lauletta served as
Varco’s Chief Executive Officer since
January 1, 2003, Varce®'Chairman of the Boa
since May 2003 and served on Varco’s board
directors since April 1996. From April 1996
until May 2003, Mr. Lauletta served as Varco
President. From May 2000 until January 2003
Mr. Lauletta was Varco's Chief Operating
Officer, and from April 1996 until May 2000,
was Varco’s Chief Executive Officer. All
references to Varco include references to its
predecessor corporation Tuboscope Inc. Mr.
Lauletta will resign as Chairman at the Annug
Meeting.

of

Merrill A. Miller, Jr.

54

President and Chief Executive Officer

Mr. Miller has served as the Company’s
President since November 2000 and as Chie
Executive Officer since May 2001. Mr. Miller
served as Chairman of the Board from

May 2002 through March 11, 2005. He serve
as the Company’s Chief Operating Officer fro
November 2000 through March 11, 2005.
has served in various senior executive positig
with National Oilwell since February 1996.
Mr. Miller will succeed Mr. Lauletta as
Chairman,

m

Robert Blanchard

a4

Vice President, Corporate Controller and Chi
Accounting Officer

g¥lr. Blanchard has served as the Company’s
Vice President, Corporate Controller and Chig
Accounting Officer since May, 2005. Mr.
Blanchard as Controller of Varco from 1999
as its Vice President from 2002 until the
Merger.

pf

Kenneth L. Nibling

54

Vice President — Human Resources

Mr. Nibling has served as the Company'’s Vic
President — Human Resources since

March 2005. He served as Varco’s Vice
PresidentHuman Resources and Administrat

11°

from December 1991 until the Merg
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Name Age Position Biography

Kevin Neveu 44 | President — Rig Technology Mr. Neveu has served as President - Rig
Technology since March 2005. He served as
President of National Oilwell's Rig Solutions -
Western Hemisphere from May 2003 to
March 2005 and as President of our Downho
Tools Group from June 2000 to May 2003, ar
from 1999 to 2000 as Vice President and
Managing Director of Downhole Tool

Mark Reese 46 |President — Expendable Products Mr. Reese has served as President - Expendgable
Products since January 2004. He served as
President of the Company’s Mission Products
Group from August 2000 to January 2004. F
May 1997 to August 2000 he was Vice
President of Operations for the Company’s
Distribution Services Grou|

Dwight W. Rettig 44 | Vice President and General Counsel Mr. Rettig has served as the Company’s Vice
President and General Counsel since February
1999, and from February 1998 to February 1
as General Counsel of the Company’s
Distribution Services Grou|

Haynes B. Smith, 111 54 | President — Services Mr. Smith has served as President - Services
since March 2005. From May 2000 until the
Merger, Mr. Smith served as President-Varca
Services Group. From July 1996 to May 200(,
he was Varco’s Vice President-Western
Hemisphere Operation

Clay C. Williams 42 | Senior Vice President and Chief Financial | Mr. Williams has served as the Company’s
Officer Senior Vice President and Chief Financial
Officer since March 2005. He served as Vascp
Vice President and Chief Financial Officer fr
January 2003 to March 11, 2005. From

May 2002 until January 2003, Mr. Williams
served as Varco's Vice President Finance an
Corporate Development. From February 2001
until May 2002, and from February 1997 until
February 2000, he served as Varco’s Vice
Presiden— Corporate Developmer

o O

L

(1) Mr. Lauletta has resigned as Chairman of the Beéfgttive the date of the 2005 Annual Meeti
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STOCK OWNERSHIP
Security Ownership of Certain Beneficial Owners

Based on information filed with the SEC as of thestrecent practicable date, this table shows tinebyer and percentage of shares
beneficially owned by owners of more than five gertcof the outstanding shares of the stock of Mati@ilwell at December 31, 2004. The
number and percentage of shares beneficially owsbkdsed on 85,995,266 shares outstanding as el 31, 2004. The Company does
not have any information available to it at thie¢i regarding shares beneficially owned by owneraatfe than five percent of the outstanc
shares of the stock of National Oilwell Varco aftes Merger.

No. of Percent

5% Owners Shares of Class
FMR Corp.M@ 12,892,57 14.9%%

82 Devonshire Stres

Boston, MA 0210¢
First Pacific Advisors, Inc® 6,087,40! 7.06%

11400 West Olympic Bouleva— Suite 120(

Los Angeles, CA 9006
Neuberger Berman In4) 5,878,54. 6.84%
Neuberger Berman, LL!

605 Third Avenue¢

New York, NY 1015-3698
Fred Alger Management, In®) 4,818,13. 5.6(%

Fred M. Alger llI
111 Fifth Avenue
New York, NY 10002

(@) Shares owned at December 31, 2004, as reflectéchendment No. 6 to Schedule 13G filed with the SIBG~ebruary 15, 2005.
Fidelity Management & Research Company (“Fidelifg@wholly-owned subsidiary of FMR Corp. (“FMR")tise beneficial owner of
12,095,297 shares as a result of acting as investatkiser to various investment companies (thentist). Edward C. Johnson 3d,
Chairman of FMR, FMR Corp., through its controlFadielity, and the Funds each has sole power todispf the 12,095,297 shares
owned by the Funds. Neither FMR nor Edward C. Johr3gl has the sole power to vote or direct thengodif the shares owned
directly by the Funds, which power resides withfueds’'Boards of Trustees. Fidelity carries out the votfighe shares under writt
guidelines established by the Funds’ Boards of fBess Fidelity Management Trust Company (“FMTC"Jylaolly-owned subsidiary
of FMR, is the beneficial owner of 773,475 sharea aesult of its serving as investment managéeinstitutional account(s).
Edward C. Johnson 3d and FMR, through its contr®INTC, each has sole dispositive power over 773 gvares and sole power to
vote or to direct the voting of 773,475 shares ahmg the institutional account(s). Members of thisvrd C. Johnson 3d family are
the predominant owners of Class B shares of constank of FMR, representing approximately 49% ofibgng power of FMR.

Mr. Johnson 3d owns 12.0% and Abigail Johnson,radior of FMR, owns 24.5% of the aggregate outstandoting stock of FMR.
Mr. Johnson 3d is Chairman of FMR and Abigail Fhrion is a Director of FMR. The Johnson family grand all other Class B
Shareholders have entered into a shareholdersigratireement under which all Class B shares willdied in accordance with the
majority vote of
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Class B Shares. Accordingly, through their onghig of voting common stock and the executiorhefshareholders’ voting agreement,
members of the Johnson family may be deemed, uhddnvestment Company Act of 1940, to form a odgltitrg group with respect-
FMR. Fidelity International Limited and various &gn-based subsidiaries provide investment adviand/management services to a
number of non-U.S. investment companies (the “frBonal Funds”) and certain institutional investdfidelity International Limited

is the beneficial owner of 23,800 shai

(@ On February 14, 2005, FMR Corp. filed a Schedule/A3with the SEC disclosing beneficial ownershifldf670,104 shares of Varco
common stock. In connection with the Merger on Maté, 2005, each share of Varco common stock weisagged for .8363 share
the Company common stock. As of March 31, 2005gtleere 172,257,132 shares of the Com’s common stock outstandir

(®) Shares owned at December 31, 2004, as reflectéchandment Number 1 to Schedule 13G filed with tE&€®n February 11, 2005.
According to the filing, First Pacific Advisors,dnhas sole voting and dispositive power with respenone of the shares, shared
voting power with respect to 2,311,000 of theseeshand shared dispositive power with respectl tof shese share:

() Shares owned at December 31, 2004, as reflectéchendment No. 2 to Schedule 13G filed with the SIBG~ebruary 15, 2005.
According to the filing, Neuberger Berman, Inc. aheluberger Berman, LLC. have sole voting power wépect to 80,872 of these
shares, shared voting power with respect to 4,408 these shares, sole dispositive power witheaeisto none of these shares and
shared dispositive power with respect to all osthehares® Shares owned at December 31, 2004 as reflectechiadBle 13G filed
with the SEC on February 11, 2005. According tofilireg, Fred Alger Management, Inc. and Fred Mgéi 11l have sole voting and
dispositive power with respect to all of these sband shared voting and dispositive power witheetsto none of these shar

®) Shares owned at December 31, 2004 as reflectechiedBle 13G filed with the SEC on February 11, 2@@%ording to the filing,

Fred Alger Management, Inc. and Fred M. Alger Hia sole voting and dispositive power with respeetll of these shares and she
voting and dispositive power with respect to nohthese share:
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Security Ownership of Management

This table shows the number and percentage of slohtbe Company’s stock beneficially owned asunfel8, 2005 by each of our current
directors and executive officers and by all curidirectors and executive officers as a group. Turalrer and percentage of shares benefic
owned is based on 172,678,564 shares outstandioiglasie 8, 2005. Beneficial ownership includes simgres as to which the director or
executive officers has the right to acquire witbhdays of June 8, 2005 through the exercise oktotk option warrant or other right. Each
stockholder has sole voting and investment poweshares these powers with his spouse, with regpele shares beneficially owned.

Shares Beneficially Ownec
Outstanding

Number of Options
Common Exercisable Percent
Name of Individual Shares®) Within 60 Days  of Class*
Greg L. Armstrong 1,672 0 *
Robert E. Beauchan 1,25( 5,00( *
Robert Blanchari 1,06¢ 6,94: *
Ben A. Guill 11,157 21,87« *
David D. Harrisor 2,00 5,00( *
Roger L. Jarvit 0 12,50( *
John F. Laulett 5,89( 111,81: *
Eric L. Mattson 8,41( 24,25( *
Merrill A. Miller, Jr. 164,33¢ 33,33 *
Kevin A. Neveu 0 0 *
Kenneth L. Nibling 2,607 15,19: *
Mark A. Reest 1,48¢ 0 *
Dwight W. Rettig 0 0 *
Jeffery A. Smisel 6,27¢ 20,90¢ *
Haynes B. Smitl 21,38 36,18t *
Clay C. Williams 20,02 87,72t *
James D. Wood 4,87¢ 0 *
All current directors and executive officers agaup (17 persons 252,44! 380,71! *

* Less than 1 percer

@) Includes shares deemed held by executive offiaedsd@rectors in the Compa’'s 401(k) plans and deferred compensation p
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EXECUTIVE COMPENSATION

The following table sets forth for the years en@&tember 31, 2004, 2003 and 2002 the compensadidrby the Company to its Chief
Executive Officer and four other most highly comgatied executive officers (the “Named Executive €if$") serving in such capacity at
December 31, 2004.

SUMMARY COMPENSATION TABLE

Long-Term Compensatio
Annual Compensatio Awards Payout
Other Securities

Name Annual | Restricte Underly- All Other

and Compelr- Stock ing LTIP Comper-

Principal sation | Award(s) Options/ Payout | sation®

Position Year Salary($) Bonus($) (%) (%) SARs (#) (%) ($)

Merrill A. Miller, Jr. 200¢ 571,63! 443,32! — — 100,00( — | 18,181

President and CE! 200 451,92 46,70¢ — — 50,00( — | 14,25(

200z  325,00( — — — 70,00( — | 17,93¢

Steven W. Krablir@ 200¢ 404,23 235,12 50,00( — | 27,68

Sr. Vice Presider 200¢  339,23: 26,29t — — 40,00( — | 13,68«

and CFC 200z 280,00t — — — 40,00( — | 19,60(

Gary Stratulatd3) 200< 265,73t 154,56 — — 30,00( — | 93,0834

Group Presider 200¢ 255,89! 19,83t — — 30,00( — 3,29:

Rig Solutions 200z  255,89! — — — 20,00( — | 10,82¢
Eastern Hemisphel

Kevin A. Neveu®) 2004  244,80¢ 142,39 — — 30,00( — | 15,37¢

Group Presider 200¢ 217,30¢ 16,84« — — 30,00( — 4,37

Rig Solutions 200z 175,00( — — — 20,00( — | 13,12¢
Western Hemisphet

Mark A. Reest 200¢ 248,46. 144,51 — — 30,00( — | 15,42¢

Group Presider 200z  196,15: 15,20« — — 30,00( — | 78,86

Expendable Produc 200z  175,00( — — — 20,00( — | 14,87

(WThese amounts include:
(a)The Company'’s cash contributions for 200darrthe National-Oilwell Retirement and Thrift Plandefined contribution plan, on
behalf of Mr. Miller — $14,350; Mr. Krablin — $9,90 Mr. Stratulate — $14,350; Mr. Neveu — $15,37d 8r. Reese — $15,425.

(b)The Company’s cash contributions for 2004 uriderNational-Oilwell Supplemental Savings Plangéirced contribution plan, on
behalf of Mr. Miller— $3,837; Mr. Krablin— $17,780; and Mr. Stratula— $930.

(@At the effective time of the Merger, Mr. Krablinased service as Sr. Vice President and CFO. Hisosmpnt was terminated effecti
April 1, 2005.

®In connection with the organization of the Compé#ailowing the Merger, the position of Group PresitRig Solutions — Eastern
Hemisphere was eliminated. Mr. Stratulate remairthé employ of the Compar

@Includes $77,803 of taxable tuition related to Biratulate’s participation in Harvard Business S¢1soAdvanced Management
Program.

GMr. Neveu has served as President of the CompdRig'dechnologies Group since March 2005.
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Grants of Options/SAR’s in Last Fiscal Year

The following table provides information concernistgck options granted to Named Executive Offickensng the fiscal year ended
December 31, 2004. The Company has granted no apaleciation rights.

Gains Based on Assum
Rates of Stock Pric
Appreciation for Optior

2004 Option Grant Term
Percent c
2004
Employet Exercise
Options Option Price pe Expiration Assumec Assumec
Grantec Grants Share ($ Date Rate 5% ($ Rate 10% ($
Merrill A. Miller, Jr. 100,00( 9.2% 28.2: 03/12/1« 1,774,74. 4,497,54.
Steven W. Krablin (1 50,00( 4.€% 28.2:2 02/15/1: 887,37( 2,248,77.
Gary Stratulat: 30,00¢ 2.8% 28.22 02/15/1: 532,42. 1,349,26.
Kevin A. Neveu 30,00¢( 2.8% 28.22 02/15/1: 532,42. 1,349,26.
Mark A. Reest 30,00¢( 2.8% 28.22 02/15/1: 532,42. 1,349,26.

(1) Atthe effective time of the Merger, Mr. Kilabceased service as Sr. Vice President and CHOedployment was terminated effective
April 1, 2005.

The option exercise price per share is equal tdaingnarket value of a share of Common Stock @ndate of grant. The grants have terms of
ten years from the date of grant and vest in thrpel annual installments beginning one year fioendate of grant.

Option Exercises and Year-End Option Values

The following table provides information about @ptiexercises by the Named Executive Officers du2d@4 and the value of unexercised
options held by them at December 31, 2004.

Number of Unexercise Value of Unexercise
Options at in-the-money Option:
2004 Stock Option Exercist December 31, 20C at December 31, 20C
Shares
Acquired
on
Exercise Value Realize Exercisabl Unexercisabl Exercisable Unexercisabl
Merrill A. Miller, Jr. 0 $ — 157,03! 156,66¢ $1,598,70! $1,603,08:
Steven W.Krablin (1 89,46¢ 1,424,79.  114,70¢ 90,00 1,128,40 980,98!
Gary Stratulat: 0 — 56,77 56,66 903,94 626,83¢
Kevin A. Neveu 13,33: 230,35( 22,58¢ 56,66 189,11( 626,83¢
Mark A. Reese¢ 27,76¢ 280,73 9,62¢ 56,66 — 626,83¢

(1) At the effective time of the Merger, Mr. Kilabceased service as Sr. Vice President and CHOedployment was terminated effective
April 1, 2005.
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The Company made no awards during 2004 under ang-Ierm Incentive Plan, nor did the Company at Ddmer 31, 2004 have any
defined benefit or actuarial plans under which liehare determined primarily by final compensatand years of service. However, the
Company has assumed defined benefit plans in ctionesith prior acquisitions but none of our naneeccutive officers as of December
2004 was eligible to participate in these plans.

Employment Contracts and Termination of Employmentand Change-in-Control Arrangements

The Company entered into employment agreementammmdy 1, 2002 with Messrs. Miller and Krablin. @nthe employment agreements,
Messrs. Miller and Krablin are provided base sakgrcurrently set at $600,000 and $400,000, reispéctThe employment agreements also
entitle them to receive an annual bonus and tagizate in the Company’s incentive, savings andlaetent plans. The agreements each have
a term of three years and are automatically exdean annual basis. The agreements provideldasa salary, participation in employee
incentive plans, and employee benefits as gengpadlyided to all employees. In addition, the agreets contain certain termination
provisions. If the employment relationship is temated by the Company for any reason other tharo(intary termination; (ii) termination

for cause (as defined); (iii) death; or (iv) loregsh disability; or if the employment relationsh#ptérminated by the employee for Good
Reason, the employee is entitled to receive thneestthe sum of his current base salary plus thledst annual bonus received by the
employee over the preceding three-year periodettinees the amount equal to the total of the emgloyatching contributions under the
Company’s Retirement and Thrift Plan and Suppleale®dvings Plan, and three years participatiohénGompany’s welfare and medical
benefit plans. The employee shall have the rigiting the 60-day period after such terminatiorgltct to surrender all or part of any stock
options held by the employee at the time of tertima whether or not exercisable, for a cash payraguoal to the spread between the cost of
the option and the highest reported per share palas during the 60-day period prior to the ddtéeamination. Any option not so
surrendered will remain exercisable until the eardif one year after the date of termination ordfa¢ed expiration date of the specific option
grant. Under the agreements, termination by thel@rep for “Good Reason” means (i) the assignmettiégeemployee of any duties
inconsistent with his current position or any actity the Company that results in a diminution i@ émployee’s position, authority, duties or
responsibilities; (i) a failure by the Companycmmply with the terms of the agreement; or (i ttequirement of the employee to relocate or
to travel to a substantially greater extent thajuired at the date of the agreement. In additiompensation will be “grossed up” for any
excise tax imposed under Section 4999 of the latdRevenue Code as a result of any payment or ibgmetided to Messrs. Miller or

Krablin under the employment agreements. The ageaealso contain restrictions on competitive @dtis and solicitation of our employe

for three years following the date of termination.

Mr. Krablin, whose employment was terminated effecpril 1, 2005 in connection with the Merger sha&ceived $2,174,050 related to the
severance payment under his employment contrackbji®2,476 related to the value of unexercisapt®os that became exercisable. In
addition, Mr. Krablin will receive the above-dedwd benefits as a result of his termination.

We entered into employment agreements on Janu@@0R, with Messrs. Neveu and Reese that contataiogermination provisions. Under
the employment agreements, Messrs. Neveu and Resgeovided base salary, currently set at $250¢2@0. The agreements have a one-
year term and are automatically extended on anariasis. The agreements also provide for participan employee incentive plans, a
employee benefits as generally provided to all
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employees. If the employment relationship is teatéd by The Company for any reason other tharo{jntary termination; (ii) termination
for cause (as defined); (iii) death; or (iv) loregsh disability; or if the employment relationsh#ptérminated by the employee for Good
Reason, the employee is entitled to receive theafums current base salary plus the highest anbomailis he would be entitled to earn under
the current year incentive plan and an amount emguiiile total of the employer matching contribuiamder the Company’s Retirement and
Thrift Plan and Supplemental Savings Plan, andyeae’s participation in the Company’s welfare anedical benefit plans. The agreements
also contain restrictions on competitive activit@sl solicitation of our employees for one yealofeing the date of termination.

We entered into an employment agreement with Mat@&te in connection with the June 28, 2000 mebgéveen the Company and IRI
International Corporation. Under the employmeneagrent, Mr. Stratulate is provided a base salamgotly set at $255,895. The agreement
also provides for participation in employee inceatplans, and employee benefits as generally peovid all employees. The agreement
automatically extends for one year on an annuasbHs$Vir. Stratulate’s employment is involuntarigrminated at any time without cause, he
will have the right to receive a lump sum paymemts0% of his base salary. The agreement also icentastrictions on competitive activit
and solicitation of our employees for one yeardieihg the date of termination.

Additionally, the Company’s stock option agreememtsvide for full vesting of unvested outstandingions in the event of a change of
control of the Company and a change in the optismesponsibilities following a change of control.

Lauletta Termination. Mr. Lauletta’s employment will terminate effectivane 30, 2005. Since his termination is within Zzhths of the
[Merger] and for a Good Reason, as defined in mipleyment agreement, Mr. Lauletta is entitled toeiee the following severance
compensation and benefits: (a) a lump sum cash gatyegual to three times the sum of his (i) bakesa(ii) his annual bonus at expected
value, (iii) the annual contributions expected urttie Company’s 401(k) Plan and Deferred Compemsdian, (iv) the expected costs of the
medical and dental benefits (based on the cosingharrangement in place on the date of termingtiand (v) certain automobile costs
(grossed-up for taxes); (b) a lump sum cash payemumal to the sum of (i) his annual bonus for 280the higher of its expected value or
actual results during the year of termination, Wahigpro-rated to his date of termination and1(Yo of his base salary; (c) full vesting of all
accrued benefits under the Company’s SERP (wittaiceenhanced benefits), deferred compensationgidiretiree medical plan, as
applicable, all restricted stock awards, and aeredéd exercise period for his stock options; (§nment of awards earned under any
intermediate or long-term bonus plan; and (e) aglaute tax gross-up payment so that Mr. Lauletiaives the same amount after tax that he
would have received had none of these paymentsdwdgect to the 20% excise tax applicable to “pauée payments.” The amount of the
cash payments to be made to Mr. Lauletta is estidhtat be $4.0 million.
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Certain Relationships and Related Transactions

We transact business with companies with whichagexf our Directors are affiliated. All transact®with these companies are on terms
competitive with other third party vendors, and @arf these is material either to us or any of thesepanies.

Compensation Committee Report on Executive Compentan

National Oilwell Varc(s executive compensation program is administegeth Compensation Committee of the Board of DoexctThe
committee establishes specific compensation |€eelhe Company’s executive officers and adminstee Company'’s stock award plans.
The Compensation Committee’s philosophy regardi@getive compensation is to design a compensatickgge that will attract and retain
key executives focused on the Company’s annual tjrewd long-term strategy. The committee’s objectis/to provide compensation
packages for key executives that offer compensatportunities in the median range of oilfield seevcompanies with a similar market
capitalization. Data sources included industry syrgroups, national survey databases, proxy disssand general trend data, which are
updated annually.

Components of the executive compensation prograra(do4 were base salary, participation in the Cargjzaannual cash incentive plan and
the grant of non-qualified stock option awards.

Base Salary . Salary levels are based on factors includingviddial performance, level and scope of respongjtalind competitive salary
levels within the industry. The Company does neegpecific weights to these factors. The commitietermines median base salary levels
by a comprehensive review of information providegioxy statements filed by oilfield service comigarwith similar market capitalizations
monitored in the Simmons & Company Internationdfiéld Service Monthly Performance and Valuationid& Each executive is reviewed
individually on an annual basis. Salary adjustmantsbased on the individual’s experience and brackgl, the individual’'s performance
during the prior year, the general movement ofregddn the marketplace, our financial position #mg recommendations of our chief
executive officer. As a result of these factorseaacutives base salary may be above or below the targetdéhmat any point in time. Bas
on the Company'’s positive financial results anddtieeria for the salary determinations, the Conyanamed executive officers, other than
its chief executive officer, received the followisglary increases: Mr. Krablin — from $350,000 40@,000; Mr. Neveu — from $225,000 to
$250,000; and Mr. Reese — from $200,000 to $250,000

Annual Incentive Awards. Substantially all exempt employees, including exieewofficers, participated in the Company inceatplan in
2004, aligning a portion of each employee’s cashpensation with Company performance against a pgadéed operating income target.
As in prior years, the incentive plan provided dash awards if objectives related to the Compafiyancial performance were met, and
participant award opportunities varied dependingruindividual levels of participation. Payouts wegedculated by multiplying the increase
operating profit over a pre-determined level basethe Company'’s financial plan by the participariase salary multiplied by the
participant’s participation level. The chief exdeatofficer’'s participation level was 100%, and #ecutive officers’ participation level was
75%. The Company had to achieve an establishedrmamioperating profit target before awards were ey any employees, including
executive officers, with higher levels of performarresulting in increased payments based upontablisied progression. Additionally,
certain key
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executives including all executive officers werbjsgt to a 25% maximum bonus adjustment if a perdahed capital employed target was
under- or over-achieved.

Based on the Company'’s positive financial resuit the criteria for the 2004 incentive plan, boausrds were made to the Company’s
named executive officers, other than its chief ekge officer, as follows: Mr. Krablin — $235,12B}r. Stratulate — $154,568; Mr. Neveu
— $142,394; and Mr. Reese — $144,519.

Long-Term Incentive Compensation . The primary purpose of our long-term incentivenpensation is to provide our executive officershveat
longer-term perspective in their managerial resiiitées. This component of an executive officecempensation directly links the officer’s
interests with those of our other stockholdersaddition, long-term incentives encourage managemoefiacus on our long-term development
and prosperity in addition to annual operating igofOur primary form of long-term incentive compation is through stock option grants.

The goal of the stock option program is to provddsompensation program that is competitive withmindustry while directly linking a
significant portion of the executive’s compensatiothe enhancement of stockholder value. The atwalue of any stock option is based
solely on the increase in value of the shares otommon stock over the grant price. Accordingtgck options have value only if our stock
price appreciates from the date of grant. Thisskt-component of compensation focuses executiveh@preation of stockholder value over
the long-term. We grant stock options to the Corgisakey executives based on competitive grantsiwitfie industry. Our executives are
eligible to receive stock options annually with@tlkey managers becoming eligible on a discretipbasis. Eligibility for an award does not
ensure receipt of a stock option award. Optiongyeaated at the thecurrent market price and generally vest in equabahinstallments ove
a three-year period, and have a ten-year term ciufgj@arlier termination. Based on the foregooyjons were granted to the Company’s
named executive officers, other than its chief ekge officer, as follows: Mr. Krablin — 50,000; Mtratulate — 30,000; Mr. Neveu —
30,000; and Mr. Reese — 30,000.

Other Compensation. Our executive officers participate in the Compamgrement and savings plans and post-retiremegrams such as
retiree medical on the same basis as other simigtdated employees. The Company “matches” cedaiployee contributions to its
Retirement and Thrift Plan and its Supplementair®@ms/Plan with cash contributions. Company matclimgpunts for the named executive
officers are included under the caption “All Otlf@smpensation” in the Summary Compensation Tablpage 24.

Section 162(m). Section 162(m) of the Code currently imposes a #llomlimitation on the deductibility of certainoenpensation paid to our
five highest paid executives. Excluded from thetétion is compensation that is “performance baseodr compensation to be performance
based, it must meet certain criteria, includinghgddased on predetermined objective standards egpitny stockholders. Although the
Compensation Committee takes the requirementsaifd®el62(m) into account in designing executivenpensation, there may be
circumstances when it is appropriate to pay cong@nsto our five highest paid executives that doatsqualify as “performance based
compensation” and thus is not deductible by ugdderal income tax purposes.
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Compensation of the Chief Executive Officer Components of Mr. Miller's compensation for 2004reveonsistent with those for executive
officers as described above and included baseys@articipation in the incentive plan and the grainstock options. In considering

Mr. Miller's salary level, the committee annuallsviews the compensation level of chief executivicerfs by oilfield service companies
monitored by the Simmons & Company Internationdfi€d Service Monthly Performance and Valuationiguand considers Mr. Miller's
individual performance and success in achievingtbmpany’s strategic objectives. In 2004, baseth@review, Mr. Miller's base salary
was increased from $475,000 to $600,000, he regeimeoption to purchase 100,000 shares of Nati@itadell Varco common stock and he
was awarded a bonus of $443,325.

Members of the Compensation Committee
James D. Woods, Committee Chairman
Robert E. Beauchamp
Ben A. Guill
Jeffery A. Smisek
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The graph below compares the cumulative total $tedder return on our common stock to the S&P 5@k the S&P Oil & Gas Equipment

PERFORMANCE GRAPH

& Services Index, and to a self-constructed peeugiof similar companies in the oilfield servicdustry (including BJ Services Company,
Cooper Cameron Corporation, Smith International,,land Varco International Inc.). On March 11, 20@arco merged with and into
National Oilwell, and National Oilwell Varco willease using the srconstructed peer group going forward. The totafsholder return
assumes $100 invested on December 31, 1999 indai@ilwell Varco, the S&P 500 Index, the S&P Oil@as Equipment & Services Ind
and the peer group. It also assumes reinvestmait dividends. The peer group is weighted basethermarket capitalization of each
company. The results shown in the graph below at@ecessarily indicative of future performance.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

The rules of the SEC require that the Company asclate filings of reports of stock ownership (ahdnges in stock ownership) by its
directors, executive officers, and beneficial ovenegrmore than ten percent of the Company’s stbhk. Company has undertaken
responsibility for preparing and filing the stookmership forms required under Section 16(a) ofEkehange Act on behalf of its officers and
directors. Based upon a review of forms filed arfdrimation provided by the Company’s officers ameéctors, we believe that all Section 16
(a) reporting requirements were met during 2004.

STOCKHOLDER PROPOSALS FOR THE 2006 ANNUAL MEETING

If you wish to submit proposals to be included um 8006 proxy statement, we must receive them dyetore February 17, 2006. Please
address your proposals td: Gay Mather, Vice President and Secretary, Natioal Oilwell Varco, Inc., 10000 Richmond Avenue—@&
Floor, Houston, Texas 77042

If you wish to submit proposals at the meeting tratnot eligible for inclusion in the proxy statam you must give written notice no later
than May 3, 2006 tdvl. Gay Mather, Vice President and Secretary, Natioal Oilwell Varco, Inc., 10000 Richmond Avenue—@' Floor,
Houston, Texas 77042 If you do not comply with this notice provisidthe proxy holders will be allowed to use their ditionary voting
authority on the proposal when it is raised atrttgeting. In addition, proposals must also compljnwiational Oilwell Varco’s by-laws and
the rules and regulations of the SEC.

ANNUAL REPORT AND OTHER MATTERS

At the date this proxy statement went to pressdidenot know of any other matters to be acted wgtadhe meeting other than the election of
directors as discussed in this proxy statememtnyfother matter is presented, proxy holders waitevon the matter in accordance with their
best judgment.

National Oilwell Varcis 2004 Annual Report on Form 10-K filed on Marci2805 is included in this mailing, but is not ciolesed part of
the proxy solicitation materials.

By order of the Board of Director
/s M. Gay Mather

M. Gay Mather

Vice President and Secret:

Houston, Texas
June 17, 200
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NATIONAL OILWELL VARCO, INC.
PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS FOR THE ANNUAL MEETING OF STOCKHOLDERS
ON JULY 22, 2005

The undersigned hereby appoints M. Gay Mather anigjiit W. Rettig or either of them with full powef substitution, the proxy or proxies
of the undersigned to attend the Annual Meetin§totkholders of National Qilwell Varco, Inc. to beld on Friday, July 22, 2005, and any
adjournments thereof, and to vote the shares okdhat the signer would be entitled to vote ifqmerally present as indicated on the reverse
side and, at their discretion, on any other matteoperly brought before the meeting, and any adjments thereof, all as set forth in the
June 13, 2005 proxy statement.

This proxy is solicited on behalf of the board of @tectors of National Oilwell Varco, Inc. The sharesrepresented by this proxy will be
voted as directed by the Stockholder. If no directin is given when the duly executed proxy is returrtk such shares will be voted in
accordance with the recommendations of the board afirectors for all nominees and for the ratification of the independent auditors.

The undersigned acknowledges receipt of the Jun2Q® Notice of Annual Meeting and the Proxy Stetat, which more particularly
describes the matters referred to herein.

(Continued and to be signed on the reverse side)
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Please date, sign and mail your proxy card back aoon as possible!

Please mark your vote
as in this example.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR ALL NOMINEES.

1. The election of director:
FOR all nominees O WITHHOLD AUTHORITY Nominees: Robert E. Beauchamp

listed at right. for all nominees listed at right Jeffery A. Smisek
James D. Wood

INSTRUCTION: to withhold authority to vote for any individual nominee, write the nominee’s name in thespace provided below:

2. Ratification of Independent Auditor

O FOR O AGAINST O ABSTAIN
Signature Signature if held jointly
Date Date

(Signature(s) should be exactly as name or nan@esaapn this proxy. If stock is held jointly, edublder should sign. If signing is by
attorney, executor, administrator, trustee or giaachlease give full title.)



