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PART I

ITEM 1. BUSINESS

The Company operates in two industry segments, 0ilfield Services and
Equipment and Process Products and Services. 1In addition to these industry
segments, the Company manufactures and sells other equipment and provides
services to industries not related to either the petroleum or process
industries. Certain of the Company's operations are conducted through joint
ventures or partnerships.

The Company is a Delaware corporation which was formed in connection
with the combination of Baker International Corporation ("Baker") and Hughes
Tool Company ("Hughes") consummated on April 3, 1987 (the "Combination"). Baker
and Hughes were publicly-traded companies registered with the Securities and
Exchange Commission for more than five years. As used herein, the "Company"
refers to Baker Hughes Incorporated and its subsidiaries and the majority-owned
joint ventures and partnerships in which Baker Hughes Incorporated and its
subsidiaries participate, unless the context clearly indicates otherwise.

For additional industry segment information for each of the three
years in the period ended September 30, 1994, see Note 9 of Notes to
Consolidated Financial Statements which is incorporated herein by reference in
Part II, Item 8 hereof ("Notes to Consolidated Financial Statements").

OILFIELD SERVICES AND EQUIPMENT

The Company manufactures and markets a broad range of rolling cutter
and diamond drilling bits, ranging upward from 3-3/4 inches in diameter, which
are designed for drilling in specific types of rock formations. The Company
believes that it is the leading worldwide manufacturer of rock bits and that its
principal competitors are Smith International, Inc. ("Smith"), the Security
Division of Dresser Industries, Inc. ("Dresser"), Reed Tool Company and Hycalog,
operating units of Camco, Incorporated.

The Company also produces and markets drilling fluids (muds) for oil
and gas well drilling, as well as chemical additives and specialty chemicals,
and provides technical services in connection with their formulation and use.
Drilling fluids, which are usually barite and bentonite combined with other
chemicals in a water, chemical or oil base, are used to clean the bottom of a
hole by removing cuttings and transporting them to the surface, to cool the bit
and drill string, to control formation pressures and to seal porous well
formations. The Company also furnishes on-site, around-the-clock laboratory
analysis and examination of circulated and recovered drilling fluids and
recovered drill cuttings to detect the presence of hydrocarbons and identify the
formations penetrated by the drill bit. The Company's principal competitors in
these markets are M-I Drilling Fluids, which is jointly owned by Halliburton
Company ("Halliburton") and Smith, and Baroid Corporation, a subsidiary of
Dresser.



The Company believes it is the industry's leading supplier of
directional and horizontal drilling services, downhole motors, coring services,
subsurface surveying and both directional and formation-evaluation measurement-
while-drilling services. The Company's specialized positive displacement
downhole motors help operators to steer wells into pay zones for conventional
directional drilling, and short, medium and long-radius horizontal drilling. A
full range of measurement-while-drilling systems provided by the Company use
mud-pulse telemetry to deliver real-time downhole information on the drilling
process and the reservoir. The systems are available for every application, from
directional-only service through wireline-replacement real-time logging.

Through the well engineering and planning process, the Company integrates its
high-performance drilling tools with downhole information systems to provide
customers with a total systems approach. In these markets, the Company competes
principally with Halliburton, Sperry-Sun, a subsidiary of Dresser, and Anadrill,
a subsidiary of Schlumberger Ltd.

Other products of the Company related to drilling include surface and
downhole instruments which collect, display and record data regarding various
aspects of the drilling process and the possible accumulation of o0il and gas.

After oil and gas wells are drilled, they must be completed and
equipped using production tools, serviced to achieve safety and long-term
productivity, protected against pressure and corrosion damage and stimulated or
repaired during their productive lives. The Company provides a broad range of
production tools and oilfield services to meet many of these needs.

Packers, a major product of the Company, are used to seal the space
between the production tubing and the casing to protect the casing from
reservoir pressures and corrosive formation fluids and also to maintain the
separation of productive zones. The Company believes that it is the leading
worldwide producer of packers, and that its principal competitors are the
Guiberson AVA Division of Dresser and the Otis Division of Halliburton.

The Company manufactures liner hanger tools and equipment used to
suspend and set strings of casing pipe in wells. It also manufactures downhole
electric submersible pumps and variable frequency drive systems for use with
such pumps, and provides related control equipment, electrical cable and repair
services for artificial 1lift. The Company provides fishing tool services using
specialized tools to locate, dislodge and retrieve twisted off, dropped or
damaged pipe, tools or other objects from the well bore. It also provides
inflatable and mechanical packers which are used in testing the potential of a
well during the drilling phase prior to installation of casing, and under-
reamers, which enlarge the well bore at any point below the surface to form a
production cavity.

Other completion, remedial and production products and services
include specialty chemicals used by the production segments of the petroleum
industry (with Petrolite Corporation being the Company's principal competitor in
the market for completion, remedial and production specialty chemicals) as well
as industrial chemicals used in refining, waste water treatment, mineral
handling and cooling and boiler water processes; control systems for surface and
subsurface safety valves and surface flow lines; and flow regulators and
packers used in secondary recovery waterflood projects. The Company offers
gravel packing, a specialized service which prevents sand from entering the well
bore and reducing productivity, as well as
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other sand control services. It also provides tubing conveyed perforating
services to provide paths through the casing and cement sheath in wells so that
0il and gas can enter the well bore from the formation.

PROCESS EQUIPMENT PRODUCTS AND SERVICES

The Company provides a broad range of solid/liquid separation
equipment and systems to concentrate product or separate and remove waste
material in the mineral, municipal and industrial wastewater and pulp and paper
industries. Product lines include vacuum filters (drum, disc and horizontal
belt), filter presses, belt presses, granular media filters, thickeners,
clarifiers, flotation cells and aeration equipment. Major competitors are Dorr-
Oliver, Otokumpu and Sala in the worldwide minerals and industrial markets,
Envirex and General Filter in municipal markets, and Alstrom is the principal
competitor in the pump and paper market.

The Company manufactures and markets solid bowl, screen bowl and
pusher centrifuges, tilting pan filters and a high speed Bird Young drum filter
for the minerals, chemical and petrochemical sectors where the equipment is used
for dewatering of process flow streams. The tilting pan filter is the preferred
equipment in potash and phosphate fertilizer markets. Principal competitors in
the centrifuge product lines are Alfa-Laval and Klockner-Humbolt-Deutch.

The Company designs and manufactures systems for the treatment of
produced water and its reinjection and treatment of refinery waste streams.
Products include coarse filters, fine filters, flotation units, coalescers,
deaeration towers and electrochlorination cells. Primary competitors are
General Filter and Serck Baker.

The Company provides parts and service for all of its product lines
through a global network of personnel and facilities strategically located to
serve the customer community.

OTHER

On September 30, 1994, the Company sold the EnviroTech Puumpsystems
group of companies to The Weir Group PLC. The sale provided approximately $210
million in proceeds and resulted in a gain of $101 million.

On March 15, 1994, the Company sold the EnviroTech Measurements and
Controls group of companies to Thermo Electron Corporation. The sale provided
approximately $134 million in proceeds and resulted in a gain of $8.6 million.

ENVIRONMENTAL MATTERS

The Company's subsidiaries, divisions and customers are subject to
local, state and federal regulations with regard to air and water quality and
other environmental matters. The Company believes that it is in substantial
compliance with these regulations. Regulation in this area is in the process of
development, and changes in standards of enforcement of existing
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regulations as well as the enactment and enforcement of new legislation may
require the Company, its subsidiaries and divisions, as well as its customers,
to modify, supplement or replace equipment or facilities, or to change or
discontinue present methods of operation.

While making projections of future costs in the environmental area can
be difficult and uncertain, based upon current information, the Company
estimates that during the fiscal year ending September 30, 1995, the Company
will spend approximately $13,600,000 to enable the Company to comply with
federal, state and local provisions which have been enacted or adopted
regulating the discharge of materials into the environment or otherwise relating
to the protection of the environment (collectively, "Environmental
Regulations"). Based upon current information, the Company believes that its
compliance with Environmental Regulations will not have a material adverse
effect upon the capital expenditures, earnings and competitive position of the
Company and its subsidiaries because the Company has adequate reserves for such
compliance expenditures or the cost to the Company for such compliance will be
small when compared to the Company's overall net worth.

In addition to the amounts described in the preceding paragraph, based
upon current information, the Company estimates that it will incur capital
expenditures of approximately $3,030,000 for environmental control equipment
during the fiscal year ending September 30, 1995. Based upon current
information, the Company believes that capital expenditures for environmental
control equipment for the 1995 and 1996 fiscal years, as well as such future
periods as the Company deems relevant, will not have a material adverse effect
upon the financial condition of the Company because the aggregate amount of
these expenditures for such periods is or will be small when compared to the
Company's overall net worth.

The Company and certain of its subsidiaries and divisions have been
identified as a potentially responsible party ("PRP") as a result of substances
which may have been released in the past at various sites more fully discussed
below. The United States Environmental Protection Agency (the "EPA") and
appropriate state agencies are supervising investigative and clean-up activities
at these sites.

(a) The Company's subsidiaries, Hughes Christensen ("HC"), a division
of Baker Hughes 0ilfield Operations, Inc. ("BHOO"), Milpark Drilling Fluids
("Milpark") (now known as Baker Hughes INTEQ, a division of BH00), and a
former subsidiary of the Company, Baker Hughes Tubular Services, Inc.
("BHTS"), have been named as PRPs in the French Limited Superfund Site
which consists of a 15 acre wastepit and a seven acre lagoon located in
Crosby, Texas. The site is on the Superfund National Priorities List. This
site has been in active remediation for five (5) years and is managed by a
task force of PRPs ("FLTG, Inc. Task Force"). $64,700,000 has been spent
to date by FLTG, Inc. Task Force, with additional costs of approximately
$18,500,000 being anticipated by FLTG, Inc. Task Force. The contribution
of the Company's subsidiaries (including BHTS which was sold to ICO on
September 30, 1992) is estimated to be approximately 1.33% of those costs
(such proportion being based upon the ratio that the number of gallons of
waste estimated to be contributed to the site by the Company's subsidiaries
bears to the total number of gallons of waste estimated to have been
disposed of at the site, and being herein sometimes
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referred to as a "Volumetric Calculation"). A portion of the Company's
liability (.77%) is covered by an indemnity from ICO. The Company has
settled that portion of its liability for this site not covered by the
Indemnity Agreement (.56%) for $62,721, and the Company does not anticipate
any additional liability for this site. The Company will continue to
follow the progress of the site through completion.

(b) Baker Performance Chemicals Incorporated ("BPCI"), a subsidiary of
the Company, HC, Milpark, BHTS and Baker 0il Tools ("BOT"), a division of
BHOO, have been named as PRPs in the Sheridan Superfund Site, located in
Hempstead, Texas. The remedial work at this site is being overseen by the
Texas Natural Resource Conservation Commission. A trust formed to
remediate the site and to allocate responsibility for the costs of such
remedial work estimates that the total cost of remediation will be
approximately $30,000,000, with the contribution of the Company's
subsidiaries (including BHTS which was sold to ICO on September 30, 1992)
estimated to be approximately 0.63% of those costs (based upon a Volumetric
Calculation).

(c) BPCI and Centrilift, a division of BHOO, have been named as PRPs
in the Hardage Industrial Waste Disposal Superfund Site, located in Criner,
Oklahoma. It has been estimated that the contribution to the contamination
at this site by the Company's two subsidiaries is approximately 0.005% and
0.19%, respectively, of the total waste at such site (based upon a
Volumetric Calculation). An agreement has been reached to release the
Company and its subsidiaries from liability for a total of $325,000 to be
paid over three years. The first annual installment in the amount of
$108,333, was paid on November 1, 1994.

(d) Centrilift has also been named as a PRP in the Sand Springs
Superfund Site, a former oil refinery operation situated on approximately
200 acres located west of Tulsa, Oklahoma on the Arkansas River. Following
the shutdown of refining operations in 1948, portions of the site were
operated by third parties as a storage and treatment facility for
industrial waste. ARCO, successor in interest to Sinclair, the operator of
the former refinery, has entered into a consent decree with the EPA to
design and construct source control facilities, the total cost of which is
estimated to be approximately $15,000,000, with the contribution of the
Company's subsidiary estimated to be approximately $250,000, or 1.67% of
the total cost.

(e) BPCI, has been named as a PRP in the Odessa Drum Company Superfund
Site located in Odessa, Texas. Total cost of abatement at the site is
currently estimated to be $7,000,000. A de minimis Settlement Agreement
with the PRP group has been signed under which BPCI has agreed to pay
$55, 000.

(f) Spectrace Instruments, Inc. ("Spectrace"), a subsidiary of the
Company, has been named as a PRP in the MEW Study Area, an eight square
mile soil and groundwater contamination site located in Mountain View,
California. A group of PRPs estimates that the total cost of remediation
will be



approximately $80,000,000. The Company's environmental consultants have
conducted extensive investigations of Spectrace's operating facility
located within the MEW Study Area, and have concluded that Spectrace's
activities could not have been the source of any contamination in the soil
or groundwater at and around the MEW Study Area. The Company has had
several meetings with the EPA and the other PRPs and their respective
counsel and consultants in an attempt to resolve this dispute. The EPA has
recently informed the Company that no further work needs to be performed on
Spectrace's site and indicated that the EPA does not believe there is a
contaminant source on the property. The Company continues to believe the
EPA's Administrative Order for Remedial Design and Remedial Action is not
valid with respect to the Company's subsidiary and is diligently seeking
the withdrawal of such Order with respect to the Company's subsidiary.

(g) Hughes Tool Company (now known as Hughes Christensen), Eastman
Teleco Company (now known as Baker Hughes INTEQ, a division of BHOO), and
EIMCO, a subsidiary of the Company, have been named as PRPs in the Marco of
Iota hazardous waste storage and treatment facility located in Iota, Acadia
Parish, Louisiana. In 1991, the Marco facility was abandoned by the owners
and the EPA discovered hazardous substances were being released into the
surrounding environment. EPA records, corroborated by current Company
information, suggest that the contribution to the contamination at this
site by these subsidiaries of the Company is less than .005% of the total
volume of wastes at this site. The hazardous wastes disposed of at this
site have now been removed under the EPA's emergency response authority at
a cost of approximately $6,000,000. A de minimis buyout offer from either
the EPA or the PRP group is anticipated in the future.

(h) BPCI, by virtue of its acquisition of ChemLink, was named in an
administrative action brought by the EPA pursuant to the Toxic Substances
Control Act. The complaint filed by the EPA alleges failure on the part of
ChemLink to properly notify the EPA of the manufacture of a new chemical
substance and asserts a fine against ChemLink in the amount of $280,000.
Contractual indemnities are available to BPCI as a part of the acquisition
of ChemLink which the Company believes cover any liability of BPCI in
connection with this action, including any defense costs.

(i) In May 1987, BPCI entered into an Agreed Administrative Order with
the then Texas Water Commission, now known as the Texas Natural Resource
Conservation Commission ("TNRCC"), with respect to soil and groundwater
contamination at the Odessa - Hillmont site located in Odessa, Texas. This
site was previously used by BPCI as a chemical blending plant. The
contaminated soil has been removed and the site continues in the
groundwater recovery/treatment phase at an annual cost of approximately
$60, 000.



(j) 0il Base, Inc. and Hughes Drilling Fluids (now known as Baker
Hughes INTEQ, a division of BHOO), have been identified as PRPs in the PAB
Superfund Site located in Abbeville, Louisiana. Due to certain issues at
this site, the Company has estimated that the contribution to the
contamination by these entities is approximately 2.0%-5.0% of the total
waste at this site. A Volumetric Calculation is not possible because the
disposal records maintained at this site are incomplete and inaccurate.

The Company's ultimate percentage of liability will depend in part upon the
final allocation of volumes among the participating PRPs. Resolution of
these issues is currently being sought through an ADR process supported by
Region VI of the EPA. The EPA currently estimates the total cost of
remediation at this site will be approximately $20,000,000. The Company is
currently participating with other PRPs to fund certain remedial design
efforts on an interim basis in order to comply with the EPA order, pending
the finalization of the ADR process anticipated to occur within the next
eighteen (18) months.

(k) PA Inc., a former subsidiary of the Company, was identified as a
PRP in the Sonics International Superfund Site, a former hazardous waste
disposal facility located near Ranger, Texas. It is not possible at this
time to quantify the Company's ultimate liability. The Company currently
believes that its former subsidiary is a de minimis PRP at this site based
upon the small amount of waste allegedly contributed to this site by the
Company's former subsidiary (approximately 1.64% based upon a Volumetric
Calculation). The remediation proposed by the PRP group is estimated to
cost $700,000, and the Company anticipates its ultimate liability to be
approximately $25,000.

(1) The Company and Envirotech Corporation (now known as EVT Holdings,
Inc.) have been sued by the Michigan Department of Natural Resources
("MDNR"). The MDNR has alleged that contamination to the residential water
wells in the township of Rock, Michigan was caused in part by a 500 gallon
diesel underground storage tank formerly located (removed in 1992) on real
property acquired by the Company as a result of the acquisition of
Envirotech in 1982. The MDNR has also brought suit against other
potentially responsible parties. The MDNR is demanding partial payment
from the Company and Envirotech (approximately $1,200,000) for a
residential drinking water system installed in response to elevated levels
of petroleum hydrocarbons in residential drinking water wells. The Company
has met with the MDNR regarding the allegations, and after review of the
state's reports and data, as well as the Company's own data, it is the
Company's position that it has no liability.

(m) Milpark (now known as Baker Hughes INTEQ, a division of BHO0) has
been identified as a PRP at the Toups Farm Superfund Site (eligible for
cleanup under the Texas State Cleanup Fund) located two miles north of
South Lake at the intersection of Highway 105 and Highway 326 near
Hallettsville, Texas. The site consists of approximately 21 acres, and was
operated over the years as a municipal landfill, fence post treating
company, and a hog farm. Based on available information, the Company does
not believe it has any liability for contamination at the site.
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(n) The Company and BPCI have been named as PRPs at the former Fike
Chemical Company site located in Nitro, West Virginia. The Company and
BPCI were alleged to be responsible by virtue of business transactions
involving toll chemical processing and raw materials with the site's
operator, Fike Chemical. Contractual indemnities are available to BPCI as
part of the acquisition of Chemlink, which the Company believes cover any
liability of BPCI in connection with this action, including defense costs.

(o) Milpark and Baker Sand Control (now known as Baker Hughes INTEQ, a
division of BHOO) have been named as PRPs at the DL Mud Superfund Site
located in Abbeville, Louisiana. This site was used for the disposal of
used drilling fluids and drilling muds. However, another named PRP is
responsible for over 98% of the waste volume disposed of at this site, and
such PRP has agreed to remediate this site totally. The Company does not
anticipate that it will have any liability for this site.

(p) Milpark (now known as Baker Hughes INTEQ, a division of BHOO0) has
been named as a PRP at the Mar Services Superfund site located in Crankton,
Louisiana. It has been estimated that the contribution to this site by the
Company's subsidiary is approximately .08% of the total volume of solids at
the site (based upon a volumetric calculation). The site is now undergoing
investigative studies to determine the remedial action plan, as well as, a
total estimated cost for remediation.

(g) Teleco (now known as Baker Hughes INTEQ, a division of BHOO0) has
been named as a PRP at the Solvent Recycling Service of New England
Superfund Site located in Southington, Connecticut. Approximately 1,000
companies have been named as PRPs at this site. Calculations from the PRP
group verified by the Company indicate that Teleco contributed .00006% of
the volume at the site. The total cost of cleanup at the site is currently
estimated to be $3,500,000. A de minimis buyout offer from either the EPA
or the PRP group is anticipated in the future.

While PRPs in Superfund actions have joint and several liability for all
costs of remediation and in many of the sites described above it is not possible
at this time to quantify the Company's ultimate exposure because the project is
either in its early investigative or remediation stage, based upon current
information, the Company does not believe that probable and reasonably possible
expenditures in connection with any of the sites described above are likely to
have a material adverse effect on the Company's financial condition because: (i)
the Company has established adequate reserves to cover what the Company
presently believes will be its ultimate liability with respect to the matter,
(ii) the Company and its subsidiaries have only limited involvement in the sites
based upon a Volumetric Calculation, as described above, (iii) there are other
PRPs who have greater involvement on a Volumetric Calculation basis who have
substantial assets and who may reasonably be expected to pay their share of the
cost of remediation, (iv) where discussed above, the Company has insurance
coverage or contractual indemnities from third parties to cover the ultimate
liability, and (v) the Company's ultimate liability, based upon current
information, is small compared to the Company's overall net worth.
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The Company, through its subsidiaries and/or divisions, is subject to
various other governmental proceedings relating to environmental matters, but
the Company does not believe that any of these matters is likely to have a
material adverse effect on its financial condition.

MARKETING, COMPETITION AND ECONOMIC CONDITIONS

The products of each of the Company's principal industry segments are
marketed primarily through its own sales organizations on a product line basis,
although certain products and services are marketed through supply stores and
independent distributors. Technical and advisory services are ordinarily
provided to assist in the customer's use of the Company's products and services.
Stockpoints and service centers are located in areas of drilling and production
activity throughout the world. The Company markets its products and services in
nearly all of the oil producing countries. 1In certain foreign areas where
direct product sales efforts are not practicable, the Company utilizes
licensees, sales agents and distributors.

The products of each of the Company's principal industry segments are sold
in highly competitive markets, and its revenues and earnings can be affected by
changes in competitive prices, fluctuations in the level of activity in major
markets, general economic conditions and governmental regulation. The Company
competes with a large number of companies, a few of which have greater resources
and more extensive and diversified operations than the Company. The Company
believes that the principal competitive factors in the industries which it
serves are product and service quality and availability, technical proficiency
and price.

INTERNATIONAL OPERATIONS

Revenues attributable to sales of products and provision of services for
use outside the United States (which, for 1994, consisted of revenues from non-
U.S. operations of $1,233.2 million and export sales from the United States of
$244.6 million) accounted for approximately 59%, 66%, and 66% of the Company's
total revenues for the years ended September 30, 1994, 1993 and 1992,
respectively. These revenues in 1994 were distributed approximately as follows:
Europe, 20%; other Eastern Hemisphere, 21%; and Non-U.S. Western Hemisphere,
18%. See Note 9 of Notes to Consolidated Financial Statements which is
incorporated herein by reference.

The Company's operations are subject to the risks inherent in doing
business in multiple countries with various legal and political policies. Such
risks include war, boycotts, political changes, expropriation, currency
restrictions, taxes and changes in currency exchange rates. Although it is
impossible to predict the likelihood of such occurrences or their effect on the
Company, management believes these risks to be acceptable and, in view of the
diversified nature of the Company's activities, does not consider them a factor
materially adverse to its operations as a whole.
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RESEARCH AND DEVELOPMENT; PATENTS

At September 30, 1994, the equivalent of approximately 429 full-time
employees were engaged in research and development activities directed primarily
toward improvement of existing products and services and design of specialized
products to meet specific customer needs and development of new products and
processes. For information regarding the amounts of research and development
expense for each of the three years in the period ended September 30, 1994, see
Note 11 of Notes to Consolidated Financial Statements which is incorporated
herein by reference.

The Company has followed a policy of seeking patent protection both inside
and outside the U.S. for products and methods which appear to have commercial
significance. The Company believes its patents and trademarks to be adequate
for the conduct of its business, and while it regards patent and trademark
protection important to its business and future prospects, it considers its
established reputation, the reliability of its products and the technical skills
of its personnel to be more important. The Company aggressively pursues
protection of its patents against patent infringement worldwide.

EMPLOYEES

At September 30, 1994, the Company had a total of approximately 14,700
employees, as compared to approximately 18,400 employees at September 30, 1993.
Approximately 680 employees at September 30, 1994 were represented under
collective bargaining agreements which terminate at various times through 1996.
The Company believes that its relations with its employees are satisfactory.

EXECUTIVE OFFICERS

The following table shows as of December 7, 1994, the name of each
executive officer of the Company, together with his age and all offices
presently held with the Company.

NAME OF INDIVIDUAL AGE

James D. Woods 63 Chairman of the Board, President, and Chief Executive
officer since 1987. Employed 1955.

Max L. Lukens 46 Executive Vice President since 1994 and President,
Baker Hughes 0ilfield Operations, since 1993. Employed
1981. Chief Financial Officer, 1984-1989; President,
Baker Hughes Production Tools, 1989-1993; Senior Vice
President from 1987 to 1994.
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Timothy J. Probert

James E. Braun

Arthur T. Downey

George S. Finley

Scott B. Gill

Roger P. Herbert

Eric L. Mattson

Franklin Myers

Phillip A. Rice

43

35

57

43

35

48

43

42

59

Vice President and President of Baker Hughes Process
Equipment Operations since 1994. Employed 1972.
President, Milpark, 1989-1990; President, Eastman
Christensen, 1990-1992; President, Eastman Teleco,
1992-1993; Executive Vice President, Baker Hughes
INTEQ, 1993; Vice President, Drilling & Evaluation
Technology Unit, Baker Hughes INTEQ, 1993-1994.

Controller since 1993. Employed 1993. From 1981-1993,
Deloitte & Touche; Partner from 1991.

Vice President - Government Affairs since 1992.
Employed 1992. Partner, Johnson & Gibbs from 1990-
1992; Partner, Sutherland, Asbill & Brennan, 1977-1990.

Vice President since 1990 and Chief Financial Officer
of Baker Hughes 0ilfield Operations since 1993.
Employed 1982. Controller, 1987-1993.

Vice President - Investor Relations since 1993.
Employed 1990. Director of Technical Services, Baker
Sand Control, 1990-1992; Integrated Engineering
Services Manager, Baker Sand Control, 1992-1993.

Vice President since 1994 and Vice President -
Technology and Market Development, Baker Hughes
0ilfield Operations, since 1993. Employed 1988.
President, Baker Hughes Drilling Systems, 1988-1990;
President, Baker Hughes MWD, 1990-1991; President,
Develco, 1991-1993.

Senior Vice President since 1994 and Chief Financial
officer since 1993. Employed 1980. Treasurer from
1983-1994; Vice President from 1988 to 1994.

Senior Vice President since 1994 and General Counsel
since 1988. Employed 1988. Corporate Secretary from
1988 to 1992; Vice President from 1988 to 1994.

Vice President - Human Resources since 1985. Employed
1980.

There are no family relationships between the executive officers of the

Company.

The Company follows the practice of electing its officers annually
immediately after its Annual Meeting of Stockholders.
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ITEM 2. PROPERTIES

The Company operates 72 principal manufacturing plants, almost all of which
are owned, ranging in size from approximately 2,000 square feet to approximately
233,000 square feet of manufacturing space and totaling more than 2,967,000
square feet. Of such total, approximately 2,024,000 square feet (68%) are
located in the United States, 301,000 square feet (10%) are located in the
Western Hemisphere exclusive of the United States, 532,000 square feet (18%) are
located in Europe and 110,000 square feet (4%) are located in the Eastern
Hemisphere exclusive of Europe. Principal manufacturing plants by industry
segment and geographic area appear in the table below.

Other Other
Western Eastern
U.S. Hemisphere Europe Hemisphere Total

0ilfield Services and Equipment 36 8 8 9 61
Process Equipment Products 7 2 2 - 11
and Services

The Company believes that its manufacturing facilities are well maintained.
The Company also has a significant investment in service vehicles, rental tools
and equipment. During 1994 and 1992, the Company recognized permanent
impairments and wrote down to net realizable value certain inventory, property,
plant and equipment. For further information regarding these write-downs, see
Note 3 of Notes to Consolidated Financial Statements which is incorporated
herein by reference. The Company believes it has the capacity to meet increased
demands in each of its industry segments.

ITEM 3. LEGAL PROCEEDINGS

On September 16, 1994, the Company and its insurers settled, for $.8
million, litigation instituted June 30, 1992, by Mission Resources, Inc. - II in
the Superior Court for the State of California for the County of Kern, in
connection with product delivery or service variances on approximately 53 well
stimulation projects performed by the Company's former subsidiary, BJ-Hughes in
Kern County, California. Although the suit did not name the Company as a
defendant, the allegations may have fallen within the Company's agreement, in
connection with the initial public offering by BJ Services Company, to indemnify
it for damages, if any, and costs of litigation arising out of any such claims.

On August 5, 1994, the Company settled, for $7.5 million, a class action
instituted February 15, 1991 by Glyn Snell, et al. on behalf of royalty interest
owners in the 238th Judicial District Court in Midland County, Texas implicating
Dresser, BJ Services Company, the Company and affiliates in damages to a number
of wells in West Texas.
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On July 18, 1994, the Company settled, for $1 million, a complaint
instituted March 31, 1993 by Chevron USA Inc. in the United States District
Court for the Southern District of Texas, Houston Division alleging a conspiracy
by the Company and three other major producers of tricone rock bits, Reed Tool
Company, Smith and Dresser, in violation of federal antitrust laws regarding
pricing of such rock bits.

The Company is sometimes named as a defendant in litigation relating to the
products and services it provides. The Company insures against these risks to
the extent deemed prudent by its management, but no assurance can be given that
the nature and amount of such insurance will in every case fully indemnify the
Company against liabilities arising out of pending and future legal proceedings
relating to its ordinary business activities. However, the Company is not a
party to any litigation the probable outcome of which, in the opinion of the
Company's management, would have a material adverse effect on the consolidated
financial position of the Company.

See also "Business -- Environmental Matters."

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

The Common Stock of the Company is principally traded on The New York Stock
Exchange. At December 7, 1994, there were approximately 59,155 stockholders and
18,155 stockholders of record.

For information regarding quarterly high and low sales prices for the
Company's Common Stock, see page 48 of the 1994 Annual Report to Stockholders
which is incorporated herein by reference.

For information regarding dividends declared on the Company's Common Stock,
see Note 15 of Notes to Consolidated Financial Statements which is incorporated
herein by reference.

ITEM 6. SELECTED FINANCIAL DATA
The information set forth under the caption "Condensed Comparative

Consolidated Financial Information" on page 17 of the 1994 Annual Report to
Stockholders is incorporated herein by reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The information set forth under the caption "Management's Discussion And
Analysis Of Financial Condition And Results Of Operations" on pages 19 through
25 of the 1994 Annual Report to Stockholders is incorporated herein by
reference.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following consolidated financial statements of the Company and the
independent auditors' report set forth on pages 26 through 48 of the 1994 Annual
Report to Stockholders are incorporated herein by reference:

Independent Auditors' Report.

Consolidated Statements of Operations for each of the three years in the
period ended September 30, 1994.

Consolidated Statements of Financial Position as of September 30, 1994 and
1993.
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Consolidated Statements of Stockholders' Equity for each of the three years
in the period ended September 30, 1994.

Consolidated Statements of Cash Flows for each of the three years in the
period ended September 30, 1994.

Notes to Consolidated Financial Statements.

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

None.
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PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information concerning the directors of the Company is set forth in the
section entitled "Election of Directors" in the Proxy Statement of the Company
for the Annual Meeting of Stockholders to be held January 25, 1995, which
section is incorporated herein by reference. For information regarding
executive officers of the Company, see pages 10 and 11 hereof.

ITEM 11. EXECUTIVE COMPENSATION

Information for this item is set forth in the section entitled "Executive
Compensation" in the Proxy Statement of the Company for the Annual Meeting of
Stockholders to be held January 25, 1995, which section is incorporated herein
by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

Information concerning security ownership of certain beneficial owners and
management is set forth in the sections entitled "Voting Securities" and
"Security Ownership of Management" in the Proxy Statement of the Company for the
Annual Meeting of Stockholders to be held January 25, 1995, which sections are
incorporated herein by reference.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

None.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON

(A)

FORM 8-K
LIST OF DOCUMENTS FILED AS PART OF THIS REPORT
(1) Financial Statements

All financial statements of the Registrant as set forth under Item 8
of this report on Form 10-K.

(2) Financial Statement Schedules:

Schedule Number Description Page Number

IX Short-Term Borrowings 24
(3) Exhibits:

3.1 Restated Certificate of Incorporation (filed as Exhibit 3.1 to
Annual Report of Baker Hughes Incorporated on Form 10-K for the
year ended September 30, 1993 and incorporated herein by
reference).

3.2 By-Laws (filed as Exhibit 3.2 to Annual Report of Baker Hughes
Incorporated on Form 10-K for the year ended September 30, 1992
and incorporated herein by reference).

3.3 Certificate of Designation of Series One Junior Participating
Preferred Stock (filed as Exhibit 3.3 to Annual Report of Baker
Hughes Incorporated on Form 10-K for the year ended September 30,
1993 and incorporated herein by reference).

3.4 Amended Certificate of Designation of Series One Junior
Participating Preferred Stock (filed as Exhibit 3.4 to Annual
Report of Baker Hughes Incorporated on Form 10-K for the year
ended September 30, 1992 and incorporated herein by reference).

3.5 Certificate of Designation of Series I Preferred Stock of Baker
Hughes Incorporated (filed as Exhibit 3.6 to Annual Report of
Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1989 and incorporated herein by reference).
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10.

10.

10.

10.

Certificate of Designation of Series J Preferred Stock of Baker
Hughes Incorporated (filed as Exhibit 3.7 to Annual Report of
Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1989 and incorporated herein by reference).

Certificate of Designation of Series K Preferred Stock of Baker
Hughes Incorporated (filed as Exhibit 3.8 to Annual Report of
Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1989 and incorporated herein by reference).

Certificate of Designation of Series L Preferred Stock of Baker
Hughes Incorporated (filed as Exhibit 3.8 to Annual Report of
Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1990 and incorporated herein by reference).

Certificate of Designation of $3.00 Convertible Preferred Stock
(filed as Exhibit A to Exhibit 2.1 to Form 8-K of Baker Hughes
Incorporated on February 11, 1992 and incorporated herein by
reference).

Rights of Holders of the Company's Long-Term Debt. The Company
has no long-term debt instrument with regard to which the
securities authorized thereunder equal or exceed 10% of the total
assets of the Company and its subsidiaries on a consolidated
basis. The Company agrees to furnish a copy of its long-term
debt instruments to the Commission upon request.

Stockholder Rights Agreement dated as of March 23, 1988, between
Baker Hughes Incorporated and Morgan Shareholder Services Trust
Company, as Rights Agent (filed as Exhibit 4.2 to Annual Report
of Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1993 and incorporated herein by reference).

Employment Agreement between Baker Hughes Incorporated and James
D. Woods dated December 7, 1994.

Executive Severance Agreement between Baker Hughes Incorporated
and Eric L. Mattson dated as of May 22, 1991 (filed as Exhibit
10.2 to Annual Report of Baker Hughes Incorporated on Form 10-K
for the year ended September 30, 1993 and incorporated herein by
reference).

Employment Agreement between Baker Hughes Incorporated and Max L.
Lukens dated as of December 7, 1994.

Executive Severance Agreement between Baker Hughes Incorporated
and Franklin Myers dated as of May 22, 1991 (filed as Exhibit
10.4 to Annual Report of Baker Hughes Incorporated on Form 10-K
for the year ended September 30, 1991 and incorporated herein by
reference).
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10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10

11

12

13

14

Executive Severance Agreement between Baker Hughes Incorporated
and G.S. Finley dated as of May 22, 1991 (filed as Exhibit 10.5
to Annual Report of Baker Hughes Incorporated on Form 10-K for
the year ended September 30, 1993 and incorporated herein by
reference).

Executive Severance Agreement between Baker Hughes Incorporated
and P. A. Rice dated as of May 22, 1991 (filed as Exhibit 10.6 to
Annual Report of Baker Hughes Incorporated on Form 10-K for the
year ended September 30, 1993 and incorporated herein by
reference).

Amended and Restated 1991 Employee Stock Bonus Plan of Baker
Hughes Incorporated (filed as Exhibit 10.5 to Annual Report of
Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1991 and incorporated herein by reference).

Restated 1987 Stock Option Plan of Baker Hughes Incorporated
(Amended as of October 24, 1990) (filed as Exhibit 10.7 to Annual
Report of Baker Hughes Incorporated on Form 10-K for the year
ended September 30, 1991 and incorporated herein by reference).

1987 Convertible Debenture Plan of Baker Hughes Incorporated
(Amended as of October 24, 1990) (filed as Exhibit 10.9 to Annual
Report of Baker Hughes Incorporated on Form 10-K for the year
ended September 30, 1991 and incorporated herein by reference).

Baker Hughes Incorporated Supplemental Retirement Plan (filed as
Exhibit 10.10 to Annual Report of Baker Hughes Incorporated on
Form 10-K for the year ended September 30, 1993 and incorporated
herein by reference).

Executive Severance Policy (filed as Exhibit 10.11 to Annual
Report of Baker Hughes Incorporated on Form 10-K for the year
ended September 30, 1993 and incorporated herein by reference).

1993 Stock Option Plan (filed as Exhibit 10.12 to Annual Report
of Baker Hughes Incorporated on Form 10-K for the year ended
September 30, 1993 and incorporated herein by reference).

1993 Employee Stock Bonus Plan (filed as Exhibit 10.13 to Annual
Report of Baker Hughes Incorporated on Form 10-K for the year
ended September 30, 1993 and incorporated herein by reference).

1993 Employee Annual Incentive Compensation Plan (filed as
Exhibit 10.14 to Annual Report of Baker Hughes Incorporated on
Form 10-K for the year ended September 30, 1993 and incorporated
herein by reference).
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10.

10.

10.

10.

10.

10.

13

21

23

27

15

16

17

18

19

20

Director Compensation Deferral Plan (filed as Exhibit 10.15 to
Annual Report of Baker Hughes Incorporated on Form 10-K for the
year ended September 30, 1993 and incorporated herein by
reference).

1995 Employee Annual Incentive Compensation Plan (subject to
stockholder approval).

1995 Stock Award Plan (subject to stockholder approval).

Form of Credit Agreement, dated as of September 1, 1994, among
Baker Hughes Incorporated and eighteen banks.

wWarrant Agreement dated as of March 15, 1990 between Baker Hughes
Incorporated and First Chicago Trust Company of New York (filed
as Exhibit 10.15 to Annual Report of Baker Hughes Incorporated on
Form 10-K for the year ended September 30, 1990 and incorporated
herein by reference).

Purchase Agreement dated as of December 31, 1991 by and between
Sonat Inc. and Baker Hughes Incorporated (filed as Exhibit 2.1 to
Form 8-K of Baker Hughes Incorporated on February 11, 1992 and
incorporated herein by reference).

Portions of 1994 Annual Report to Stockholders.

Subsidiaries of Registrant.

Opinion and Consent of Deloitte & Touche, which is included at
Page 23 of this Annual Report on Form 10-K.

Financial Data Schedule (for SEC purposes only)

(B) REPORTS ON FORM 8-K:

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized on the 7th day of
December, 1994.

BAKER HUGHES INCORPORATED

By JAMES D. WOODS
(James D. Woods, President and
Chief Executive Officer)

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

Signature Title Date
JAMES D. WOODS Chairman of the Board, December 7, 1994
———————————————————————— President and Chief
(James D. Woods) Executive Officer
(principal executive
officer)
E. L. MATTSON Senior Vice President and December 7, 1994
E L T L T Chief Financial Officer
(E. L. Mattson) (principal financial
officer)
JAMES E. BRAUN Controller (principal December 7, 1994

LR LR L L L accounting officer)

Director December , 1994

GORDON M. ANDERSON Director December 7, 1994

(Gordon M. Anderson)
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VICTOR G. BEGHINI Director December 7, 1994

(vVictor G. Beghini)

JACK S. BLANTON Director December 7, 1994

(Jack S. Blanton)

HARRY M. CONGER Director December 7, 1994

(Harry M. Conger)

EUNICE M. FILTER Director December 7, 1994

(Eunice M. Filter)

JOE B. FOSTER Director December 7, 1994

(Joe B. Foster)

RICHARD D. KINDER Director December 7, 1994

(John F. Maher) Director December , 1994

—————————————————————————— Director December , 1994
(Dana G. Mead)

DONALD C. TRAUSCHT Director December 7, 1994

(Donald C. Trauscht)
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INDEPENDENT AUDITORS' REPORT

Baker Hughes Incorporated:

We have audited the consolidated financial statements of Baker Hughes
Incorporated and its subsidiaries as of September 30, 1994 and 1993, and for
each of the three years in the period ended September 30, 1994, and have issued
our report thereon dated November 16, 1994; such financial statements and report
are included in your 1994 Annual Report to Stockholders and are incorporated
herein by reference. Our audits also included the financial statement schedule
of Baker Hughes Incorporated and its subsidiaries, listed in Item 14. This
financial statement schedule is the responsibility of the Company's management.
Our responsibility is to express an opinion based on our audits. 1In our
opinion, such financial statement schedule, when considered in relation to the
basic consolidated financial statements taken as a whole, presents fairly in all
material respects the information set forth therein.

DELOITTE & TOUCHE LLP

Houston, Texas
November 16, 1994

INDEPENDENT AUDITORS' CONSENT

Baker Hughes Incorporated:

We consent to the incorporation by reference in Post-Effective Amendment Nos. 1,
2 and 3 on Form S-8 to Registration Statement No. 33-11074 on Form S-4, in Post-
Effective Amendment No. 1 to Registration Statement No. 33-16094 on Form S-4, in
Post-Effective Amendment Nos. 1 and 2 to Registration Statement No. 33-14803 on
Form S-8, in Registration Statement No. 33-34935 on Form S-3, in Registration
Statement No. 33-39445 on Form S-8, in Registration Statement No. 33-61304 on
Form S-3, in Amendment No. 1 to Registration Statement No. 33-61304 on Form S-3
and in Registration Statement No. 33-52195 on Form S-8 of our reports dated
November 16, 1994, appearing and incorporated by reference in the 1994 Annual
Report on Form 10-K of Baker Hughes Incorporated for the year ended September
30, 1994.

DELOITTE & TOUCHE LLP
Houston, Texas

December 15, 1994
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BAKER HUGHES INCORPORATED
SCHEDULE IX -- SHORT-TERM BORROWINGS

(Dollar amounts in thousands)

Fiscal year ended September 30, 1994
Borrowings (3)

Fiscal year ended September 30, 1993
Borrowings (3)

Fiscal year ended September 30, 1992
Borrowings (3)

(1) The maximum amount outstanding during the period is determined on the basis

Weighted
Average
Balance Interest
at End of Rate at End
Period of Period
$ 863 (4) 24.6%(4)
5,381 10.8
7,161 13.1

of the amounts outstanding at any month end.

Maximum
Amount
Outstanding
During the
Period (1)

$14, 692

10, 361

21,701

(2) The average amount outstanding during the period and the weighted average
interest rate during the period are computed on the basis of quarterly

balances.

(3) Represents borrowings under uncommitted credit facilities outside of the
U.S. of which a portion is denominated in currencies other than the U.S.

dollar.

(4) Represents borrowings in Chilean pesos.

24

Average
Amount
Outstanding
During the
Period (2)

$ 803

5,877

9,290

Weighted
Average
Interest Rate
During the
Period (2)

14.2%

13.7

16.3



EMPLOYMENT AGREEMENT
FOR
J.D. WOODS

BAKER HUGHES INCORPORATED

December 7, 1994

Exhibit 10.1



BAKER HUGHES INCORPORATED
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (hereinafter referred to as the "Agreement") is
made, entered into, and is effective as of this 7th day of December, 1994, by
and between Baker Hughes Incorporated, (hereinafter referred to as the
"Company"), a Delaware corporation having its principal offices at 3900 Essex
Lane, Houston, Texas and J.D. Woods (hereinafter referred to as the "Employee").

WHEREAS, Employee is presently employed by the Company in the capacity of
President and Chief Executive Officer and also serves as Chairman of the Board
of Directors of the Company (hereinafter referred to as the "Board"); and

WHEREAS, Employee possesses considerable experience and an intimate
knowledge of the business and affairs of the Company, its policies, methods,
personnel and operations; and

WHEREAS, the Company recognizes that Employee's contribution has been
substantial and meritorious and, as such, the Employee has demonstrated unique
qualifications to act in an executive capacity for the Company; and

WHEREAS, the Company is desirous of assuring the continued employment of
the Employee in the above stated capacity, and Employee is desirous of having
such assurance; and

WHEREAS, the Company is desirous of assuring the Employee of certain
benefits of employment at the time of retirement from the Company.

NOW, THEREFORE, in consideration of the foregoing and of the mutual
covenants and agreements of the parties set forth in this Agreement, and of
other good and valuable consideration the receipt and sufficiency of which are
hereby acknowledged, the parties hereto, intending to be legally bound, agree as
follows:

SECTION 1. TERM OF EMPLOYMENT

The Company hereby agrees to employ Employee and Employee hereby agrees to
continue to serve the Company, in accordance with the terms and conditions set
forth herein, for a term commencing as of the date hereof. The term of
employment shall be until the later of January 31, 1997 or the retirement from
employment of the Company by the Employee; provided, however Employee agrees not
to retire on the last day of any fiscal year of the Company.

The Agreement shall automatically begin again for successive one year
terms if the Employee does not enter retirement on January 31, 1997. No
additional salary or benefits shall be owed to the Employee beyond the term
except for normal retirement benefits and the payment for consulting services
set forth below. As used herein, the "term of this Agreement" shall mean the
term of employment as described above.
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SECTION 2. POSITION AND RESPONSIBILITIES

During the term of this Agreement, Employee agrees to be employed as
President and Chief Executive Officer of the Company and to further serve as
Chairman of the Board if so elected. In the capacity of President and Chief
Executive Officer, Employee shall be the highest ranking officer of the Company
and shall have full authority and responsibility for formulating and
administering the plans and policies of the Company. Employee shall have,
subject to the sole discretion of the Board, the same status and
responsibilities normally inherent in such capacity in U.S. publicly held
corporations of similar size and character. Employee agrees and acknowledges
that, in connection with his employment relationship with the Company, Employee
owes fiduciary duties to the Company and will act accordingly. Employee also
agrees that the Board may request that he relinquish the title of President at
any time without there being considered any diminution in stature or position in
the Company.

SECTION 3. STANDARD OF CARE

During the term of this Agreement, Employee agrees to devote substantially
his full time, attention and energies to the Company's business and agrees to
faithfully and diligently endeavor to the best of his ability to further the
best interests of the Company. Employee shall not engage in any other business
activity, whether or not such business activity is pursued for gain, profit or
other pecuniary advantage. Subject to the covenants of Section 9 herein, this
shall not be construed as preventing the Employee from investing his own assets
in such form or manner as will not require his services in the daily operations
of the affairs of the companies in which such investments are made. Further,
subject to Section 9.1 herein, Employee may serve as a director of other
companies so long as such service is not injurious to the Company and so long as
such service does not present Employee with a conflict of interest.

In keeping with Employee's fiduciary duties to the Company, and after the
term of this Agreement but during the term of the Consulting Agreement, Employee
agrees that he shall not, directly or indirectly, become involved in any
conflict of interest, or upon discovery thereof, allow such a conflict to
continue. Moreover, Employee agrees that he shall promptly disclose to the Board
any facts which might involve any reasonable possibility of a conflict of
interest.

Circumstances in which a conflict of interest on the part of Employee
would or might arise, and which should be reported immediately by Employee to
the Board, include the following: (a) ownership of a material interest in,
acting in any capacity for, or accepting directly or indirectly any payments,
services or loans from a supplier, contractor, subcontractor, customer or other
entity with which the Company does business; (b) misuse of information or
facilities to which Employee has access in a manner which will be detrimental to
Company's interest; (c) disclosure or other misuse of confidential information
of any kind obtained through the Employee's connection with the Company; (d)
acquiring or trading in, directly or indirectly, other properties or interests
connected with the design, manufacture or marketing of products designed,
manufactured or marketed by the Company; (e) the appropriation to the Employee
or the diversion to others, directly or indirectly, of any opportunity in which
it is known or could reasonably be anticipated that the Company would be
interested; and (f) the ownership, directly or indirectly, of a material
interest in an enterprise in competition with the Company or its dealers and
distributors or acting as a director, officer, partner, consultant, employee or
agent of any enterprise which is in competition with the Company or its dealers
or distributors.
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Further, Employee covenants, warrants and represents that he shall:

(i) Devote his full and best efforts to the fulfillment of his employment
obligations;

(ii) Exercise the highest degree of fiduciary loyalty and care and the
highest standards of conduct in the performance of his duties; and

(iii) Endeavor to prevent any harm, in any way, to the business or
reputation of the Company.

SECTION 4. COMPENSATION

As remuneration for all services to be rendered by Employee during the
term of this Agreement, and as further consideration for so contracting with the
Company, the Company shall pay Employee total compensation consisting of the
following:

4.1. Base Salary. The Company shall pay Employee a Base Salary in an
amount which shall be established from time to time by the Board or the
Compensation Committee of the Board. This Base Salary shall be paid to Employee
in 26 equal installments throughout the year, consistent with the normal payroll
practices of the Company.

The Base Salary shall be reviewed at least annually in December, the first
such review to occur in December 1995, while this Agreement is in force, to
ascertain whether, in the sole discretion and judgment of the Board or the
Compensation Committee of the Board, such Base Salary should be increased (but
not decreased), based on the performance of the Employee during the year. If so
increased, the Base Salary as stated above shall, likewise, be increased for all
purposes of this Agreement.

4.2. Annual Bonus. The Company shall provide Employee the opportunity to
earn an annual cash bonus based on the achievement of performance goals
established, and communicated to the Employee, at the beginning of each bonus
plan year, by the Board or the Compensation Committee of the Board (the "Bonus
Plan"). The annual bonus opportunity shall be at a level as determined by the
Board or the Compensation Committee of the Board in their sole discretion, which
is commensurate with the opportunity normally offered to employees having the
same duties and responsibilities (as the Employee), at public companies similar
in size and character to the Company and which may vary from year to year with
the executive salary grade schedule for the Company and for the Employee.

4.3. Long-Term Incentives. The Company shall provide as a long-term
incentive award a stock grant, pursuant to the 1995 Stock Award Plan and subject
to its approval by the stockholders of the Company, of 50,000 shares of Common
Stock, $1.00 par value, of the Company. Such stock grant shall vest and be
issued to the Employee in its entirety upon the retirement of the Employee. The
award shall also vest and be issued in its entirety upon the death or total
disability of the Employee. Pending vesting and issuance, the Company shall pay
to the Employee a cash payment equal to the dividend paid on such shares as
though they were issued and outstanding from the date hereof.

In addition to the foregoing, the Company has granted to Employee stock
options pursuant to the 1993 Stock Option Plan which shall remain in effect
subject to the vesting schedule set forth by the Compensation Committee and
remain outstanding for the term of this
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Agreement. Such options shall also fully vest and remain outstanding upon the
retirement of the Employee for the term of the lesser of (a) the original term
set forth in such options or (b) three years subsequent to the end of the
consulting arrangement set forth in Section 7.3.

4.4. Employee Benefits. During the term of this Agreement, the Company
shall provide to the Employee the fringe benefits to which other officers and
employees of the Company are entitled to receive, as determined by the Board or
the Compensation Committee of the Board in their sole discretion, commensurate
with the Employee's position. Such fringe benefits shall include, but not be
limited to, group term life insurance, comprehensive health and major medical
insurance, short-term and long-term disability and participation in all
retirement plans.

Employee shall be entitled each year to paid vacation in accordance with
the standard written policy of the Company with regard to vacations of
employees. In applying this policy, Employee shall be given credit for prior
service.

Employee shall likewise have the benefit of any additional fringe benefit
established during the term of this Agreement, by standard written policy of the
Company.

4.5. Perquisites. During the term of this Agreement, the Company shall
provide to Employee, at the Company's cost, the perquisites to which other
officers of the Company are entitled, as determined by the Board or the
Compensation Committee of the Board in their sole discretion, including, but not
limited to, executive life insurance, club memberships, financial planning
(including tax return preparation), and an annual physical examination. The
Company also shall provide such other perquisites which are suitable to the
character of Employee's position with the Company and adequate for the
performance of his duties hereunder, including, but not limited to, a furnished
executive office and a full-time secretary at a location mutually agreeable to
the Employee and the Company. However, by reason of Sections 4.4 and 4.5 herein,
the Company shall not be obligated to institute, maintain or refrain from
changing, amending or discontinuing any benefit plan, program or perquisite, so
long as such changes are similarly applicable to senior executive employees
generally.

SECTION 5. EXPENSES

The Company shall pay, or reimburse Employee, for all ordinary, reasonable
and necessary expenses which Employee incurs in performing his duties under this
Agreement including, but not limited to, travel, entertainment, professional
dues and subscriptions, and all dues, fees and expenses associated with
membership in various professional, business and civic associations and
societies of which Employee's participation is in the best interest of the
Company.

SECTION 6. TERMINATION OF EMPLOYMENT

6.1. Termination Due to Disability. In the event of the Disability (as
hereafter defined) of Employee during the term of this Agreement for a period of
more than 90 days in the aggregate during any period of 12 consecutive months,
or of the reasonable expectation that Employee's Disability will exist for more
than such a period of time, upon termination of Employee's employment by the
Company due to such Disability following 30 days prior written notice, the
Company shall pay to Employee, in lieu of the Base Salary provided for in
Section 4.1 hereof the Retirement Compensation (as defined in Section 7.3).
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Notwithstanding any provision to the contrary contained in such plans,
the above payments will be in lieu of any short-term or long-term disability
provided to Employee under the terms of any broad-based plans maintained by the
Company. However, Employee shall receive those benefits specified in Section 7.1
herein.

It is expressly understood that the Disability of Employee for a period of
90 days or less in the aggregate during any period of 12 consecutive months, in
the absence of any reasonable expectation that his Disability will exist for
more than such a period of time, shall not constitute a failure by him to
perform his duties hereunder and shall not be deemed a breach or default and
Employee shall receive full compensation for any such period of Disability or
for any other temporary illness or incapacity during the term of this Agreement.

The term "Disability" shall mean, for all purposes of this Agreement, the
incapacity of Employee due to injury, illness, disease, or bodily or mental
infirmity to engage in the performance of substantially all of the usual duties
of his employment with the Company, such incapacity to be determined by and in
the sole discretion of the Board upon competent medical advice.

6.2. Termination Due to Death. In the event of the death of Employee
during the term of this Agreement, or during any period of Disability during
which he is receiving compensation pursuant to Section 6.1 herein, the Company
shall pay Employee's designated beneficiary, the Retirement Compensation.
Employee's beneficiaries also shall receive those benefits specified in Section
7.1 herein.

6.3. Termination for Good Reason. Employee may terminate this Agreement
for Good Reason by giving the Board 30 days prior written notice of his intent
to terminate for Good Reason. Such written notice must set forth in reasonable
detail the facts and circumstances claimed to provide a basis for such Good
Reason termination. "Good Reason" shall mean the occurrence of any one or more
of the following without Employee's express written consent:

(i) The assignment to the Employee of any duties inconsistent with the
Employee's position (including status, offices, titles and reporting
requirements), authorities, duties or other responsibilities as contemplated by
Section 2 of this Agreement, or any other action of the Company which results in
an unreasonable or material diminishment in such position, authority, duties or
responsibilities, other than a non-material, insubstantial or inadvertent action
which is remedied by the Company after receipt of written notice thereof given
by the Employee;

(ii) The Company's requiring the Employee to be based more than 50 miles
from the location of his agreed upon principal office;

(iii) A reduction or elimination not otherwise in accordance with the
terms of this Agreement of any component of Employee's compensation as provided
for in Section 4 herein; or

(iv) A material breach by the Company of any provision of this Agreement
which is not remedied by the Company after receipt of written notice thereof
given by the Employee.
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Subject to the consulting requirements of Section 7.3 herein, upon
lapse of the 30-day period following notice of termination for Good Reason, the
Employee's obligation to serve the Company, and the Company's obligation to
employ Employee, under the terms of this Agreement, shall terminate, and the
Employee shall receive the compensation and benefits specified in Section 7.2
herein.

6.4. Termination by Notice. Either the Company or Employee may terminate
this Agreement without Cause by delivering proper written notice to the other
party.

(i) Notice by Employee. Employee may terminate this Agreement at any time
by giving the Board 90 days prior written notice of his intent to terminate or
retire. In the case of termination, the Company shall pay Employee his full Base
Salary and benefits through the effective date of termination and Employee shall
immediately thereafter forfeit all rights and benefits (other than vested
benefits under any agreement or plan) he would otherwise have been entitled to
receive under this Agreement (including the Employee's annual bonus for the then
current fiscal year). In the case of retirement, the Company shall pay the
Employee the Retirement Compensation. The Company shall have the right to offset
against the aforementioned sums any monies owed by Employee to the Company.
Subject to the consulting requirements of Section 7.2 herein, Employee
thereafter shall have no further employment obligations under this Agreement.

(ii) Notice by the Company. The Company may terminate this Agreement at
any time by the Board giving Employee 30 days prior written notice of the
Company's intent to terminate. Subject to the consulting requirements of Section
7.2 herein, upon the lapse of the 30 days, Employee's employment obligation to
the Company, and the obligation to employ Employee, under the terms of this
Agreement shall terminate, and the Employee shall receive the compensation and
benefits specified in Section 7.2 herein. The Company shall have the right to
offset against the aforementioned sums any monies owed by Employee to the
Company.

6.5. Termination for Cause. Nothing in this Agreement shall be construed
to prevent the Company from terminating Employee's employment under this
Agreement for Cause.

"Cause" shall be defined as including the commission of an act of fraud,
embezzlement, theft or other criminal act constituting a felony; the material
breach of the Company's Code of Ethical Conduct attached hereto; a material
breach of any provision of this Agreement which is not remedied by the Employee
after receipt of written notice thereof given by the Company or the failure of
Employee to perform any and all material covenants under this Agreement, for any
reason other than Employee's death, Disability or as the result of a termination
for Good Reason as defined in Section 6.3 herein.

In the event this Agreement is terminated by the Company for Cause, the
Company shall pay Employee his full Base Salary, benefits and a portion of
Employee's most recently ascertainable incentive bonus (as provided under the
provisions of the annual incentive bonus plan) up through and including the date
on which the termination becomes effective as computed in accordance with the
provisions of the Company's Bonus Plan, and Employee shall immediately
thereafter forfeit all other rights and benefits (other than vested benefits
under any agreement or plan) he would otherwise have been entitled to receive
under this Agreement (including the remainder of Employee's annual bonus for the
then current plan year). The
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Company shall have the right to offset against the aforementioned sums any
monies owed by Employee to the Company.

SECTION 7. COMPENSATION UPON TERMINATION

7.1. Disability or Death. In the event Employee's employment is terminated
by reason of Disability (as provided in Section 6.1 herein), or by reason of
Death (as provided in Section 6.2 herein), in addition to the payments specified
in Sections 6.1 and 6.2, the Company shall pay Employee, or Employee's
beneficiary, in a lump sum a portion of Employee's most recently ascertainable
incentive bonus (as provided under the provisions of the annual incentive bonus
plan), up through and including the date on which the termination becomes
effective as computed in accordance with the provisions of the Bonus Plan.

7.2. For Good Reason or by Notice by the Company. In the event Employee's
employment is terminated for Good Reason (as provided in Section 6.3 herein), or
by Notice by the Company (as provided in Section 6.4(ii) herein) in addition to
the payments specified in Sections 6.3 and 6.4(ii), the Company shall pay
Employee the following amounts upon the effective date of such termination, or
as otherwise specified subject to the Company's right to offset against any such
amounts any monies owed by Employee to the Company:

(i) Employee's annual Base Salary (as stated in Section 4.1 and as
previously adjusted by the Board from time to time) continued for the remaining
term of this Agreement, paid to Employee in equal biweekly installments
consistent with the normal payroll practices of the Company, subject to the
Company's right of offset as provided in Section 8; and

(ii) Once a year, the greater of (a) one-half of Employee's expected value
incentive bonus (as provided under the provisions of the Bonus Plan) to be
computed for the current fiscal year at the time of termination or (b)
Employee's expected value incentive bonus multiplied by the percentage amount of
expected value incentive bonus a successor chief executive officer receives for
such fiscal year, and in both (a) and (b) prorated for the months applicable.
Such amounts are to be paid to Employee in an annual installment for each
year or part thereof for the remaining term of this Agreement consistent with
the normal payroll practices of the Company. To the extent Employee is
terminated in the middle of a fiscal year, he is to receive the proportionate
incentive bonus for the completed term of the year as computed in accordance
with the Bonus Plan; and

(iii) An immediate vesting of all outstanding long-term incentive awards
held by the Employee; and

(iv) A cash lump sum payment, within thirty (30) days of termination, of
the present value of all Employee's accrued benefits, vested or otherwise, under
the Company's supplemental retirement plan; and

(v) A continuation, at the same or greater benefit level, of all Employee
Benefits and Perquisites, as provided in Sections 4.4 and 4.5 herein, for the
remaining term of this Agreement; provided, however, that to the extent that any
such Employee Benefit or Perquisite cannot be continued during a period when
Employee is not an employee of the Company or cannot be continued with similar
tax effects to Employee when Employee is not an employee of the Company, the
Company shall pay Employee an amount in cash equal to the economic value of such
Employee Benefit or Perquisite.



As consideration for the continuation of the above stated benefits,
Employee agrees to make himself available during the remaining term of the
Agreement, at reasonable times and locations, to the Company and/or to the
successor to his position at the Company, to provide consulting advice (as
requested) including, but not limited to, strategic planning, management
development, market trend analysis, product development, acquisition planning
and industry trend analysis. The Company agrees not to require more than 10
business days a month as long as the Employee is not otherwise fully employed
nor more than four business days a month once the Employee is otherwise fully
employed.

Notwithstanding the previous provisions of this Section 4.1 the amounts in
Sections 7.2(1i) and (ii) shall be adjusted automatically upward or downward (in
the nearest increment of $1,000), effective on each December 1, by the GNP price
deflator ad published by the Federal government for the previous twelve months,
as determined by the then public accounting firm of record of the Company (that
performs the annual audit). Upon such adjustment, the Base Salary as stated
above shall, likewise, be increased or decreased for all purposes of this
Agreement.

7.3. Consulting Arrangement Upon Retirement. Upon designation by Employee
of his desire to retire from the Company upon completion of the term of this
Agreement or otherwise, the Company shall pay Employee for five years subsequent
to the date of retirement an annual consulting fee of $400,000 (the "Retirement
Compensation"). The Retirement Compensation shall be paid to Employee on a bi-
weekly basis for the term of retirement. No Employment Benefits as set forth in
Section 4.4 or perquisites as set forth in Section 4.5 shall be paid to the
Employee, other than normal retirement benefits accruing to all retirees of the
Company generally; provided, however, that any club memberships will be
transferred into Employee's name upon retirement at no transfer cost to
Employee. The Company shall continue to be responsible for expenses as set forth
in Section 5 as they may be incurred on behalf of the Company. In addition, the
Company shall provide Employee with reasonable office space and secretarial
support in a location away from any principal office of the Company, but at a
site reasonably convenient to Employee. The Company shall no longer be
responsible for any incentive bonus pursuant to the Bonus Plan during the term
of retirement and subsequent to the term of this Agreement.

Notwithstanding the foregoing, in addition to the compensation provided
pursuant to Section 7.2 in the event of termination of employment of Good Reason
or by Notice by the Company, Employee shall be entitled to the Retirement
Compensation set forth in this Section 7.3 subsequent to the payments made
pursuant to Section 7.2.

SECTION 8. OFFSET FOR COMPENSATION EARNED SUBSEQUENT TO TERMINATION

8.1. Right of Offset. In the event the Employee's employment is terminated
for Good Reason (as provided in Section 6.3 herein), or by Notice by the Company
(as provided in Section 6.4(ii) herein), the continuation of the Employee's Base
Salary (as provided in Section 7.2(i) herein) and incentive bonus (as provided
in Section 7.2(ii) herein), shall be offset by "Compensation" earned from a
subsequent employer during the remaining term of this Agreement. The percentage
of the offset shall be limited to 65% of the unpaid Base Salary and incentive
bonus provided under Sections 7.2(i) and 7.2(ii) herein. However, there shall be
no right of offset with respect to the Retirement Compensation.
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8.2. Definition of Compensation. For purposes of the offset provided
in Section 8.1 herein, "Compensation" shall be defined as all sums constituting
income, as that term is defined for federal income tax purposes, received by
Employee for his services as an employee, officer, partner, consultant or
otherwise, subsequent to the effective date of termination under this Agreement.

8.3. Duty of Disclosure. For purposes of enforcing this Section 8,
Employee has a duty to keep the Company informed of the terms and conditions of
any subsequent employment and the corresponding "Compensation" earned from such
employment, and shall provide or cause to be provided to the Company in writing
true, correct, timely and complete information concerning the same on a
quarterly basis.

SECTION 9. COVENANTS

9.1. Noncompetition. Employee and Company agree and acknowledge that the
Company has developed and owns valuable Confidential Information (as defined in
Section 9.2 of this Agreement) and that the Company has developed substantial
goodwill. Employee and Company further agree and acknowledge that the Company
has a substantial and legitimate interest in protecting the Company's
Confidential Information and goodwill. Employee and Company further agree and
acknowledge that the provisions of this Section 9 are reasonably necessary to
protect the Company's legitimate business interests and are designed to protect
the Company's Confidential Information and goodwill. During the term of this
Agreement, or any other period in which amounts are paid hereunder, the Employee
shall not, as a shareholder, employee, officer, partner, consultant or
otherwise, engage directly or indirectly in any business or enterprise which is
"in competition" with the Company or its successors or assigns. A business or
enterprise "in competition" with the Company includes only a business or
enterprise that is engaged in any business activity of the Company within a one
hundred (100) mile radius of any facility operated by the Company.

However, the Employee shall be allowed to purchase and hold for investment
less than two percent (2%) of the shares of any corporation whose shares are
regularly traded on a national securities exchange or in the over-the-counter
market.

Employee further agrees that, (a) during the two (2) years following his
termination if such termination occurs pursuant to Section 6.4(1i), or 6.5 or (b)
during the term of the Agreement if termination is pursuant to Section 6.1, 6.3
or 6.4(ii) or (c) during the term the Employee is receiving Retirement
Compensation, Employee will not solicit, contact, canvass, or attempt to
solicit, contact or canvass any of the customers of Company with whom Employee
had direct or indirect contact while Employee was performing services for the
Company.

Employee and Company further agree and acknowledge that a part of
Employee's compensation under this Agreement constitutes independent valuable
consideration for this Section 9.1. Employee further agrees that the existence
of any claim or cause of action of Employee against Company, whether predicated
on this Agreement or otherwise, shall not constitute a defense to the
enforcement by Company of any or all of this Section 9. Employee agrees that the
scope of the restrictions as to time, geographic area, and scope of activity in
this Section 9.1 are reasonably necessary for the protection of the Company's
legitimate business interests and are not oppressive or injurious to the public
interest.
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Employee agrees that in the event of a breach or threatened breach of
any of the provisions of this Section 9.1 the Company shall be entitled to
injunctive relief against Employee's activities to the extent allowed by law.
Employee further agrees that any breach or threatened breach of any of the
provisions of Section 9.1 would cause irreparable injury to the Company for
which it would have no adequate remedy at law. Nothing herein shall be construed
as prohibiting the Company from pursuing any other remedies available to it for
any breach or threatened breach, including the recovery of damages.

9.2 Confidential Information. Employee recognizes and acknowledges that he
will have access to certain information of the Company that is confidential and
proprietary and constitutes valuable and unique property of the Company.
Employee agrees that he will not at any time, either during or subsequent to the
employment, disclose to others, use, copy or permit to be copied, except in
pursuance of his duties on behalf of the Company, its successors, assigns or
nominees, any secret or confidential information or know-how of the Company
(whether or not developed by the Employee) without the Company's prior written
consent. The term "secret or confidential information or know-how of the
Company" (referred to collectively as "Confidential Information") shall include,
without limitation, the Company's plans, strategies, costs, prices, uses,
applications of products and services, results of investigations or experiments,
and all apparatus, products, processes, compositions, samples, formulas,
computer programs, pricing policy, financial information, methods of doing
business, policy and/or procedure manuals, training and recruiting procedures,
accounting procedures, the status and content of the Company's contracts with
its customers, the Company's business philosophy, and servicing methods and
techniques at any time used, developed, or investigated by the Company, before
or during the Employee's tenure of employment which are not generally available
to the public or which are maintained as confidential information of third
parties received as a result of his employment with Company.

Employee further agrees to deliver to the Company at the termination of
his employment all correspondence, memoranda, notes, records, drawings,
sketches, plans, customer lists, product compositions, or other documents and
all copies thereof (all of which are hereafter referred to as the "Documents"),
made, composed or received by Employee, solely or jointly with others, and which
are in Employee's possession, custody, or control at such date and which are
related in any manner to the past, present, or anticipated business of the
Company. In this regard, Employee hereby grants and conveys to Company all
right, title and interest in and to, including without limitation, the right to
possess, print, copy, and sell or otherwise dispose of, any reports, records,
papers, summaries, photographs, drawings or other documents, and writings,
copies, abstracts or summaries thereof, which may be prepared by Employee or
under his direction or which may come into his possession in any way during his
employment with the Company which relate in any manner to the past, present or
anticipated business of the Company.

In the event of a breach or threatened breach of any of the provisions of
this Section 9.2, the Company shall be entitled to an injunction ordering the
return of such Documents and any and all copies thereof and restraining Employee
from using or disclosing, for his benefit or the benefit of others, in whole or
in part, any Confidential Information, including but not limited to the
Confidential Information which such Documents contain, constitute, or embody.
Employee further agrees that any breach or threatened breach of any of the
provisions of Section 9.2 would cause irreparable injury to the Company for
which it would have no adequate remedy at law. Nothing herein shall be construed
as prohibiting the Company from
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pursuing any other remedies available to it for any such beach or threatened
breach, including the recovery of damages.

9.3 Publicity. Employee agrees that Company may use, and hereby grants the
Company the nonexclusive and worldwide right to use, Employee's name, picture,
likeness, photograph, signature or any other attribute of Employee's persona
(all of such attributes are hereafter collectively referred to as "Persona") in
any media for any advertising, publicity or other purpose at any time, either
during or subsequent to his employment by the Company. Employee agrees that such
use of his Persona will not result in any invasion or violation of any privacy
or property rights Employee may have; and Employee agrees that he will receive
no additional compensation for the use of his Persona. Employee further agrees
that any negatives, prints or other material for printing or reproduction
purposes prepared in connection with the use of his Persona by the Company shall
be and are the sole property of the Company.

9.4. Covenants Regarding Other Employees. During the term of this
Agreement if termination is pursuant to Section 6.1, 6.3 or 6.4(ii), or during
the 24 months following termination if termination occurs pursuant to Section
6.4(1), or 6.5 or during the term Employee is receiving Retirement Compensation,
Employee agrees not to solicit or induce any employee of the Company to
terminate their employment, accept employment with anyone else, or to interfere
in a similar manner with the business of the Company.

SECTION 10. INDEMNIFICATION AND RELEASE

10.1. Indemnification. The Company hereby covenants and agrees to
indemnify and hold harmless Employee fully, completely and absolutely against
and in respect to any and all actions, suits, proceedings, claims, demands,
judgments, costs, expenses (including attorney's fees), losses and damages
resulting from Employee's good faith performance of his duties and obligations
under the terms of this Agreement to the extent provided in the Bylaws of the
Company and the Indemnification Agreements for the benefit of the officers of
the Company.

10.2. Release. In consideration of the benefits and compensation which may
be awarded to Employee under Sections 6 and 7 of this Agreement, Employee agrees
to execute and be bound by, as a condition precedent to receiving said benefits
and compensation, the Release attached hereto as Exhibit"A", said Release being
incorporated herein by this reference.

SECTION 11. ASSIGNMENT

11.1. Assignment by Company. This Agreement may and shall be assigned or
transferred to, and shall be binding upon and shall inure to the benefit of, any
successor of the Company, and any such successor shall be deemed substituted for
all purposes for the "Company" under the terms of this Agreement. As used in
this Agreement, the term "successor" shall mean any person, firm, corporation or
business entity which at any time, whether by merger, purchase or otherwise,
acquires all or essentially all of the assets or business of the Company.
Notwithstanding such assignment, the Company shall remain, with such successor,
jointly and severally liable for all its obligations hereunder.

Failure of the Company's successor to agree to the assignment of this
Agreement shall be a material breach of this Agreement. Except as herein
provided, this Agreement may not otherwise be assigned by the Company.
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11.2. Assignment by Employee. This Agreement shall inure to the
benefit of and be enforceable by Employee's personal or legal representatives,
executors and administrators, successors, heirs, distributees, devisees and
legatees. If Employee should die while any amounts payable to Employee hereunder
remain outstanding, all such amounts, unless otherwise provided herein, shall be
paid in accordance with the terms of this Agreement to Employee's devisee,
legatee or other designee or, in the absence of such designee, to Employee's
estate.

Other than a transfer by reason of death or incapacity, the rights and
duties of Employee hereunder are personal and may not be assigned or
transferred.

SECTION 12. INCOME AND EXCISE TAX

12.1. Tax Withholding. The Company may withhold from any sums or benefits
payable under this Agreement all federal, state, city or other taxes as may be
required pursuant to any law or governmental regulation or ruling.

12.2. Excise Tax Reimbursement. In addition to the compensation and
benefits to which Employee shall become entitled under the terms of this
Agreement, the Company shall reimburse the Employee in the amount of any excise
or other similar tax or any interest or penalties with respect to such tax that
is assessed against and paid by Employee and that is attributable to and
calculated with reference to the compensation and benefits to which Employee is
entitled under the Agreement. Any such reimbursement shall be payable to
Employee immediately following the date that Employee provides evidence
reasonably satisfactory to the Company that Employee has made any payment in
satisfaction of any such tax liability. The reimbursement provided for herein
shall not pertain to any tax liability attributable to such compensation and
benefits that are determined and calculated in the manner that pertains to other
income earned for personal services, but shall rather pertain only to liability
arising under excise and other similar tax provisions of federal and state tax
laws that specifically address employment termination or severance compensation
and benefits as contemplated by Section 280(g) of the Internal Revenue Code or
similar provisions. The reimbursements provided for in this Section 12.2 shall
be "grossed up." For this purpose, "grossed up" shall mean that Employee shall
be paid an amount which, after payment of taxes on such amount, shall insulate
Employee from the effect of taxes on such reimbursements (including the effects
of income tax assessed on the gross-up).

12.3. Procedural Aspects. The Employee shall notify the Company in writing
of any claim by the Internal Revenue Service that, if successful, would require
the payment by the Company of the grossed up payment. Such notification shall be
given as soon as practicable but no later than 10 business days after the
Employee knows of such claim and shall apprise the Company of the nature of such
claim and the date on which such claim is requested to be paid. The Employee
shall not pay such claim prior to the expiration of the 30-day period following
the date on which the Employee gives such notice to the Company (or such shorter
period ending on the date that any payment of taxes with respect to such claim
is due). If the Company notifies the Employee in writing prior to the expiration
of such period that it desires to contest such claim, the Employee shall:

(i) give the Company any information reasonably requested by the Company
relating to such clainm;
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(ii) take such action in connection with contesting such claim as the
Company shall reasonably request in writing from time-to-time, including,
without limitation, accepting legal representation with respect to such claim by
any attorney reasonably selected by the Company;

(iii) cooperate with the Company in good faith in order effectively to
contest such claim;

(iv) permit the Company to participate in any proceedings relating to such
claim; provided, however, that the Company shall bear and pay directly all costs
and expenses (including attorneys fees and any additional interest and
penalties) incurred in connection with such contest and shall indemnify and hold
the Employee harmless, on an after-tax basis, for any excise tax or income tax,
including interest and penalties with respect thereto, imposed as a result of
such representation and payment of costs and expenses. Without limitation on the
foregoing provisions of this Section 12.3, the Company shall control all
proceedings taken in connection with such contest and, at its sole option, may
pursue or forgo any and all administrative appeals, proceedings, hearings and
conferences with the taxing authority in respect of such claim and may, at its
sole option, either direct the Employee to pay the tax claimed and sue for a
refund or contest the claim in any permissible manner, the Employee agrees to
prosecute such contest to a determination before any administrative tribunal, in
a court of initial jurisdiction and in one or more appellate courts, as the
Company shall determine; provided, however, that if the Company directs the
Employee to pay such claim and sue for a refund, the Company shall advance the
amount of such payment to the Employee, on an interest-free basis and shall
indemnify and hold the Employee harmless, on an after-tax basis, from any excise
tax or income tax, including interest or penalties with respect thereto, imposed
with respect to such advance or with respect to any imputed income with respect
to such advance.

If, after the receipt by the Employee of an amount advanced by the Company
pursuant to Section 12.3, the Employee becomes entitled to receive any refund
with respect to such claim, the Employee shall (subject to the Company's
complying with the requirements of Section 12.3) promptly pay to the Company the
amount of such refund (together with any interest paid or credited thereon after
taxes applicable thereto). If, after the receipt by the Employee of an amount
advanced by the Company pursuant to Section 12.3, a determination is made that
the Employee shall not be entitled to any refund with respect to such claims and
the Company does not notify the Employee in writing of its intent to contest
such denial of refund prior to the expiration of 30 days after such
determination, then such advance shall be forgiven and shall not be required to
be repaid and the amount of such advance shall offset, to the extent thereof,
the amount of grossed up payment required to be paid.

SECTION 13. ARBITRATION AND NOTICE

13.1. Arbitration. Any claim, controversy or dispute arising out of or
relating to this Agreement, or the breach thereof, shall be settled by
arbitration in accordance with the Commercial Arbitration Rules of the American
Arbitration Association. The arbitration shall be conducted in Houston, Harris
County, Texas. Federal law other than state law shall govern the interpretation
of this Section 13.1. The decision of the arbitrator(s) shall be final and
binding and judgment upon the award rendered may be entered in any court having
jurisdiction thereof.
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The arbitrator(s) shall award the prevailing party in the arbitration
its costs and expenses, including attorney's fees, incurred in enforcing the
provisions of this Agreement, in arbitration.

13.2. Notice. Any notices, requests, demands and other communications
provided for by this Agreement shall be sufficient if in writing and if sent by
registered or certified mail to Employee at the last address he has filed in
writing with the Company or, in the case of the Company, at its principal
executive offices.

SECTION 14. MISCELLANEOUS

14.1. Entire Agreement. This document contains the entire agreement of
the parties relating to the subject matter hereof. This Agreement supersedes,
replaces and merges any and all prior and contemporaneous understandings,
representations, agreements and discussions relating to the same or similar
subject matter as that of this Agreement between Employee and Company (including
the Employment Agreement dated December 6, 1989) and constitutes the sole and
entire agreement between the Employee and Company with respect to the subject
matter of this Agreement.

14.2. Modifications. This Agreement shall not be varied, altered,
modified, cancelled, changed or in any way amended except by mutual agreement of
the parties in a written instrument executed by the parties hereto or their
legal representatives.

14.3. Severability. In the event that any provision or portion of this
Agreement shall be determined to be invalid or unenforceable for any reason, the
portions held to be invalid or unenforceable shall be revised and reduced in
scope so as to be valid and enforceable, or, if such is not possible, then such
portions shall be deemed to have been wholly excluded with the same force and
effect as if it had never been included herein. The remaining provisions of this
Agreement shall be unaffected thereby and shall remain in full force and effect.
Should any one or more of the provisions of this Agreement be held to be
excessive or unreasonable as to duration, geographical scope or activity, then
that provision shall be construed by limiting and reducing it so as to be
reasonable and enforceable to the extent compatible with the applicable law. If
such reformation is not possible, then such portions shall be deemed to have
been wholly excluded with the same force and effect as if they had never been
included herein.

14.4. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original, but all of which
together will constitute one and the same agreement.

SECTION 15. GOVERNING LAW

The laws of the State of Texas, excluding any conflicts of law rule or
principle that might otherwise refer to the substantive law of another
jurisdiction, will govern the interpretation, validity and effect of this
Agreement without regard to the place of execution or the place for performance
thereof, and Company and Employee agree that the state and federal courts in
Harris County, Texas, shall have personal jurisdiction and venue over the
Company and Employee to hear all disputes arising under this Agreement. This
Agreement is to be at least partially performed in Harris County, Texas.
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IN WITNESS WHEREOF, Employee has executed and the Company (pursuant to

a resolution adopted at a duly constituted meeting of its Board of Directors)
has executed this Agreement, as of the day and year first above written.

ATTEST: BAKER HUGHES INCORPORATED
By: [Signature of Lawrence 0'Donnell, III By: [Signature of J.F. Maher
Appears Here] Appears Here]
Corporate Secretary Chairman, Compensation

Committee of the Board
of Directors

EMPLOYEE

[Signature of James D. Woods Appears Here]



EXHIBIT "A"

RELEASE

As a material inducement for Company to enter into this Agreement Employee
hereby irrevocably and unconditionally releases, acquits and forever discharges
Company and its affiliated companies and their directors, officers, employees
and representatives, (collectively "Releasees"), from any and all claims,
liabilities, obligations, damages, causes of action, demands, costs, losses
and/or expenses (including attorneys fees) of any nature whatsoever, whether
known or unknown, including, but not limited to, rights arising out of alleged
violations of any contracts, express or implied, any covenant of good faith and
fair dealing, express or implied, or any tort, or any legal restrictions on the
Company's right to terminate employees, or any federal, state or other
governmental statute, regulation, or ordinance, including, without limitation,
Title VII of the Civil Rights Act of 1964, and the Federal Age Discrimination in
Employment Act, which Employee claims to have against any of the Releasees. In
addition, Employee waives all rights and benefits afforded by any state laws
which provide in substance that a general release does not extend to claims
which a person does not know or suspect to exist in his favor at the time of
executing the release which, if known by him, must have materially affected
Employee's settlement with the other person. The only exception to the foregoing
are claims and rights that may arise after the date of execution of this
Agreement.

The Employee represents and acknowledges that in executing this Release he
does not rely and has not relied upon any representation or statement, oral or
written, not set forth herein or in the Agreement made by any of the Releasees
or by any of the Releasees' agents, representatives or attorneys with regard to
the subject matter, basis or effect of this Release, the Agreement or otherwise.

The Employee represents and agrees that he fully understands his right to
discuss all aspects of this Release with his private attorney, that to the
extent, if any, that he desires, he has availed himself of this right, that he
has carefully read and fully understands all of the provisions of this Release
and that he is voluntarily entering into this Release.

AGREED AND ACCEPTED, on this day of , 19

EMPLOYEE

By:

J.D. Woods
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BAKER HUGHES INCORPORATED
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (hereinafter referred to as the "Agreement") is
made, entered into, and is effective as of this 7th day of December, 1994, by
and between Baker Hughes Incorporated, (hereinafter referred to as the
"Company"), a Delaware corporation having its principal offices at 3900 Essex
Lane, Houston, Texas and M.L. Lukens (hereinafter referred to as the
"Employee").

WHEREAS, Employee is presently employed by the Company in the capacity of
Senior Vice President and is employed by Baker Hughes 0ilfield Operations, Inc.
in the capacity of President; and

WHEREAS, Employee possesses considerable experience and an intimate
knowledge of the business and affairs of the Company, its policies, methods,
personnel and operations; and

WHEREAS, the Company recognizes that Employee's contribution has been
substantial and meritorious and, as such, the Employee has demonstrated unique
qualifications to act in an executive capacity for the Company; and

WHEREAS, the Company is desirous of assuring the continued employment of
the Employee in the above stated capacity, and Employee is desirous of having
such assurance; and

NOW, THEREFORE, in consideration of the foregoing and of the mutual
covenants and agreements of the parties set forth in this Agreement, and of
other good and valuable consideration the receipt and sufficiency of which are
hereby acknowledged, the parties hereto, intending to be legally bound, agree as
follows:

SECTION 1. TERM OF EMPLOYMENT

The Company hereby agrees to employ Employee and Employee hereby agrees to
continue to serve the Company, in accordance with the terms and conditions set
forth herein, for a term of five (5) years commencing as of the date hereof and
ending December 6, 1999, unless terminated earlier as hereinafter provided. At
the end of such five (5) year term, Employee's status will be "at will" and
Employee or the Company may terminate the employment relationship at any time.
The Employee and the Company each agree not to terminate the employment
relationship on the last day of any fiscal year of the Company.

No additional salary or benefits shall be owed to the Employee beyond the
term of this Agreement except for the standard benefits that would otherwise be
payable to Employee for his position. As used herein, the "term of this
Agreement" shall mean the term of employment as described above.

SECTION 2. POSITION AND RESPONSIBILITIES

During the term of this Agreement, Employee agrees to be employed as
Executive Vice President and to further serve in any higher ranking capacities
if so elected. Employee shall have, subject to the sole discretion of the Board,
the same status and responsibilities normally inherent in such capacity in U.S.
publicly held corporations of similar size and character.
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Employee agrees and acknowledges that, in connection with his employment
relationship with the Company, Employee owes fiduciary duties to the Company and
will act accordingly. Employee also agrees that the Board of Directors of the
Company (hereinafter referred to as the "Board") may request that he relinquish
the title of Executive Vice President at any time without there being considered
any diminution in stature or position in the Company.

SECTION 3. STANDARD OF CARE

During the term of this Agreement, Employee agrees to devote substantially
his full time, attention and energies to the Company's business and agrees to
faithfully and diligently endeavor to the best of his ability to further the
best interests of the Company. Employee shall not engage in any other business
activity, whether or not such business activity is pursued for gain, profit or
other pecuniary advantage. Subject to the covenants of Section 9 herein, this
shall not be construed as preventing the Employee from investing his own assets
in such form or manner as will not require his services in the daily operations
of the affairs of the companies in which such investments are made. Further,
subject to Section 9.1 herein, Employee may serve as a director of other
companies so long as such service is not injurious to the Company and so long as
such service does not present Employee with a conflict of interest.

In keeping with Employee's fiduciary duties to the Company, Employee
agrees that he shall not, directly or indirectly, become involved in any
conflict of interest, or upon discovery thereof, allow such a conflict to
continue. Moreover, Employee agrees that he shall promptly disclose to the Board
any facts which might involve any reasonable possibility of a conflict of
interest.

Circumstances in which a conflict of interest on the part of Employee
would or might arise, and which should be reported immediately by Employee to
the Board, include the following (a) ownership of a material interest in, acting
in any capacity for, or accepting directly or indirectly any payments, services
or loans from a supplier, contractor, subcontractor, customer or other entity
with which the Company does business; (b) misuse of information or facilities to
which Employee has access in a manner which will be detrimental to the Company's
interest; (c) disclosure or other misuse of confidential information of any kind
obtained through the Employee's connection with the Company; (d) acquiring or
trading in, directly or indirectly, other properties or interests connected with
the design, manufacture or marketing of products designed, manufactured or
marketed by the Company; (e) the appropriation to the Employee or the diversion
to others, directly or indirectly, of any opportunity in which it is known or
could reasonably be anticipated that the Company would be interested; and (f)
the ownership, directly or indirectly, of a material interest in an enterprise
in competition with the Company or its dealers and distributors or acting as a
director, officer, partner, consultant, employee or agent of any enterprise
which is in competition with the Company or its dealers or distributors.

Further, Employee covenants, warrants and represents that he shall:

(i) Devote his full and best efforts to the fulfillment of his
employment obligations;

(ii) Exercise the highest degree of fiduciary loyalty and care and the
highest standards of conduct in the performance of his duties; and
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(iii) Endeavor to prevent any harm, in any way, to the business or
reputation of the Company.

SECTION 4. COMPENSATION

As remuneration for all services to be rendered by Employee during the
term of this Agreement, and as further consideration for so contracting with the
Company, the Company shall pay Employee total compensation consisting of the
following:

4.1. Base Salary. The Company shall pay Employee a Base Salary in an
amount which shall be established from time to time by the Board or the
Compensation Committee of the Board. This Base Salary shall be paid to Employee
in 26 equal installments throughout the year, consistent with the normal payroll
practices of the Company.

The Base Salary shall be reviewed at least annually in December, the first
such review to occur in December 1995, while this Agreement is in force, to
ascertain whether, in the sole discretion and judgment of the Board or the
Compensation Committee of the Board, such Base Salary should be increased (but
not decreased), based on the performance of the Employee during the year. If so
increased, the Base Salary as stated above shall, likewise, be increased for all
purposes of this Agreement.

4.2. Annual Bonus. The Company shall provide Employee the opportunity to
earn an annual cash bonus based on the achievement of performance goals
established, and communicated to the Employee, at the beginning of each bonus
plan year, by the Board or the Compensation Committee of the Board (the "Bonus
Plan"). The annual bonus opportunity shall be at a level as determined by the
Board or the Compensation Committee of the Board in their sole discretion, which
is commensurate with the opportunity normally offered to employees having the
same duties and responsibilities (as the Employee), at public companies similar
in size and character to the Company and which may vary from year to year with
the executive salary grade schedule for the Company and for the Employee.

4.3. Long-Term Incentives. The Company shall provide as a long-term
incentive award a stock grant, pursuant to the 1995 Stock Award Plan and subject
to its approval by the stockholders of the Company, of 15,000 shares of Common
Stock, $1.00 par value, of the Company. Such stock grant shall vest October 26,
1999 if Employee is employed by the Company at such time. The award shall also
vest and be issued in its entirety upon the death or total disability of the
Employee. Pending vesting and issuance, the Company shall pay to the Employee a
cash payment equal to the dividend paid on such shares as though they were
issued and outstanding from the date hereof.

The Company may also provide the Employee the opportunity to earn other
long-term incentive awards to the extent any long-term incentive awards are
provided to any employees or group of employees by the Board, at a level as
determined by the Board or the Compensation Committee of the Board in their sole
discretion, which is commensurate with the opportunity normally offered to
employees, having the same duties and responsibilities (as the Employee), at
public companies similar in size and character to the Company. Currently, the
Company has, as long-term incentive awards, stock options and convertible
debentures.

4.4. Employee Benefits. During the term of this Agreement, the Company
shall provide to the Employee the fringe benefits to which other officers and
employees of the



Company are entitled to receive, as determined by the Board or the Compensation
Committee of the Board in their sole discretion, commensurate with the
Employee's position. Such fringe benefits shall include, but not be limited to,
group term life insurance, comprehensive health and major medical insurance,
short-term and long-term disability and participation in all retirement plans.

Employee shall be entitled each year to paid vacation in accordance with
the standard written policy of the Company with regard to vacations of
employees. In applying this policy, Employee shall be given credit for prior
service.

Employee shall likewise have the benefit of any additional fringe benefit
established during the term of this Agreement, by standard written policy of the
Company; provided, however, the Employee shall not be eligible for benefits
under the Baker Hughes Incorporated Severance Policy except as provided in
Section 7.2 hereunder.

4.5. Perquisites. During the term of this Agreement, the Company shall
provide to Employee, at the Company's cost, the perquisites to which other
officers of the Company are entitled, as determined by the Board or the
Compensation Committee of the Board in their sole discretion, including, but not
limited to, executive life insurance, club memberships, financial planning
(including tax return preparation), and an annual physical examination. The
Company also shall provide such other perquisites which are suitable to the
character of Employee's position with the Company and adequate for the
performance of his duties hereunder, including, but not limited to, a furnished
executive office and a full-time secretary at a location mutually agreeable to
the Employee and the Company. However, by reason of Sections 4.4 and 4.5 herein,
the Company shall not be obligated to institute, maintain or refrain from
changing, amending or discontinuing any benefit plan, program or perquisite, so
long as such changes are similarly applicable to senior executive employees
generally.

SECTION 5. EXPENSES

The Company shall pay, or reimburse Employee, for all ordinary, reasonable
and necessary expenses which Employee incurs in performing his duties under this
Agreement including, but not limited to, travel, entertainment, professional
dues and subscriptions, and all dues, fees and expenses associated with
membership in various professional, business and civic associations and
societies of which Employee's participation is in the best interest of the
Company.

SECTION 6. TERMINATION OF EMPLOYMENT

6.1. Termination Due to Disability. In the event of the Disability (as
hereafter defined) of Employee during the term of this Agreement for a period of
more than 90 days in the aggregate during any period of 12 consecutive months,
or of the reasonable expectation that Employee's Disability will exist for more
than such a period of time, upon termination of Employee's employment by the
Company due to such Disability following 30 days prior written notice, the
Company shall pay to Employee, in lieu of the Base Salary provided for in
Section 4.1 hereof, one-half of the Base Salary provided for in Section 4.1,
until the last day of the month in which Employee is no longer deemed disabled
pursuant to this Agreement or until the end of the term of this Agreement,
whichever shall occur first.



Notwithstanding any provision to the contrary contained in such plans,
the above payments will be in addition to any short-term or long-term disability
provided to Employee under the terms of any broad-based plans maintained by the
Company. Employee shall also receive those benefits specified in Section 7.1
herein.

It is expressly understood that the Disability of Employee for a period of
90 days or less in the aggregate during any period of 12 consecutive months, in
the absence of any reasonable expectation that his Disability will exist for
more than such a period of time, shall not constitute a failure by him to
perform his duties hereunder and shall not be deemed a breach or default and
Employee shall receive full compensation for any such period of Disability or
for any other temporary illness or incapacity during the term of this Agreement.

The term "Disability" shall mean, for all purposes of this Agreement, the
incapacity of Employee due to injury, illness, disease, or bodily or mental
infirmity to engage in the performance of substantially all of the usual duties
of his employment with the Company, such incapacity to be determined by and in
the sole discretion of the Board upon competent medical advice.

6.2. Termination Due to Death. In the event of the death of Employee
during the term of this Agreement, or during any period of Disability during
which he is receiving compensation pursuant to Section 6.1 herein, the Company
shall pay Employee's designated beneficiary, an amount equal to one-half of the
annual Base Salary provided for in Section 4.1 herein, payable as set forth in
Section 4.1 or in a lump sum, at the sole discretion of the Board. Employee's
beneficiaries also shall receive those benefits specified in Section 7.1 herein.

6.3. Termination for Good Reason. Employee may terminate this Agreement
for Good Reason by giving the Board 30 days prior written notice of his intent
to terminate for Good Reason. Such written notice must set forth in reasonable
detail the facts and circumstances claimed to provide a basis for such Good
Reason termination. "Good Reason" shall mean the occurrence of any one or more
of the following without Employee's express written consent:

(i) The assignment to the Employee of any duties inconsistent with the
Employee's position (including status, office, titles and reporting
requirements), authorities, duties or other responsibilities as contemplated by
Section 2 of this Agreement, or any other action of the Company which results in
an unreasonable or material diminishment in such position, authority, duties or
responsibilities, other than a non-material, insubstantial or inadvertent action
which is remedied by the Company after receipt of written notice thereof given
by the Employee;

(ii) The Company's requiring the Employee to be based more than 50 miles
from the location of his agreed upon principal office;

(iii) A reduction or elimination not otherwise in accordance with the
terms of this Agreement of any component of Employee's compensation as provided
for in Section 4 herein; or

(iv) A material breach by the Company of any provision of this Agreement
which is not remedied by the Company after receipt of written notice thereof
given by the Employee.



If the circumstances claimed to provide a basis for such Good Reason
termination are not remedied by the Company (as may be provided for above), upon
lapse of the 30-day period following notice of termination for Good Reason, the
Employee's obligation to serve the Company, and the Company's obligation to
employ Employee, under the terms of this Agreement, shall terminate, and the
Employee shall receive the compensation and benefits specified in Section 7.2
herein.

6.4. Termination by Notice. Either the Company or Employee may terminate
this Agreement without Cause (as hereinafter defined) by delivering proper
written notice to the other party.

(i) Notice by Employee. Employee may terminate this Agreement at any time
by giving the Board 90 days prior written notice of his intent to terminate. In
such case, the Company shall pay Employee his full Base Salary and benefits
through the effective date of termination and Employee shall immediately
thereafter forfeit all rights and benefits (other than vested benefits under any
agreement or plan) he would otherwise have been entitled to receive under this
Agreement (including the Employee's annual bonus for the then current fiscal
year). The Company shall have the right to offset against the aforementioned
sums any monies owed by Employee to the Company. Employee thereafter shall have
no further employment obligations under this Agreement.

(ii) Notice by the Company. The Company may terminate this Agreement at
any time by the Board giving Employee 30 days prior written notice of the
Company's intent to terminate. Upon the lapse of the 30 days, Employee's
employment obligation to the Company, and the obligation to employ Employee,
under the terms of this Agreement shall terminate, and the Employee shall
receive the compensation and benefits specified in Section 7.2 herein. The
Company shall have the right to offset against the aforementioned sums any
monies owed by Employee to the Company.

6.5. Termination for Cause. Nothing in this Agreement shall be construed
to prevent the Company from terminating Employee's employment under this
Agreement for Cause.

"Cause" shall be defined as including the commission of an act of fraud,
embezzlement, theft or other criminal act constituting a felony; the material
breach of the Company's Code of Ethical Conduct attached hereto; a material
breach of any provision of this Agreement which is not remedied by the Employee
after receipt of written notice thereof given by the Company or the failure of
Employee to perform any and all material covenants under this Agreement, for any
reason other than Employee's death, Disability or as the result of a termination
for Good Reason as defined in Section 6.3 herein.

In the event this Agreement is terminated by the Company for Cause, the
Company shall pay Employee his full Base Salary, benefits and a portion of
Employees most recently ascertainable incentive bonus (as provided under the
provisions of the annual incentive bonus plan) up through and including the date
on which the termination becomes effective as computed in accordance with the
provisions of the Company's Bonus Plan, and Employee shall immediately
thereafter forfeit all other rights and benefits (other than vested benefits
under any agreement or plan) he would otherwise have been entitled to receive
under this Agreement (including the remainder of Employee's annual bonus for the
then current plan year). The Company shall have the right to offset against the
aforementioned sums any monies owed by Employee to the Company.

6



SECTION 7. COMPENSATION UPON TERMINATION

7.1. Disability or Death. In the event Employee's employment is terminated
by reason of Disability (as provided in Section 6.1 herein), or by reason of
Death (as provided in Section 6.2 herein), in addition to the payments specified
in Sections 6.1 and 6.2, the Company shall pay Employee, or Employee's
beneficiary, in a lump sum a portion of Employee's most recently ascertainable
incentive bonus (as provided under the provisions of the annual incentive bonus
plan), up through and including the date on which the termination becomes
effective as computed in accordance with the provisions of the Bonus Plan.

7.2. For Good Reason or by Notice by the Company. (a) In the event
Employee's employment is terminated for Good Reason (as provided in Section 6.3
herein), or by Notice by the Company (as provided in Section 6.4(ii) herein), in
addition to any payments specified in Sections 6.3 and 6.4(ii), the Company
shall pay Employee the following amounts upon the effective date of such
termination, or as otherwise specified subject to the Company's right to offset
against any such amounts any monies owed by Employee to the Company:

(i) Employee's annual Base Salary (as stated in Section 4.1 and as
previously adjusted by the Board from time to time) continued for the remaining
term of this Agreement, paid to Employee in equal biweekly installments
consistent with the normal payroll practices of the Company, subject to the
Company's right of offset as provided in Section 8; and

(ii) Once a year, the greater of (a) one-half of Employee's expected value
incentive bonus (as provided under the provisions of the Bonus Plan) to be
computed for the current fiscal year at the time of termination or (b)
Employee's expected value incentive bonus multiplied by the percentage amount of
expected value incentive bonus an executive officer in a comparable position
receives for such fiscal year, and in both (a) and (b) prorated for the months
applicable. Such amounts are to be paid to Employee in an annual installment for
each year or part thereof for the remaining term of this Agreement consistent
with the normal payroll practices of the Company. To the extent Employee is
terminated in the middle of a fiscal year, he is to receive the proportionate
incentive bonus for the completed term of the year as computed in accordance
with the Bonus Plan; and

(iii) An immediate vesting of all outstanding long-term incentive awards
held by the Employee; and

(iv) A cash lump sum payment, within thirty (30) days of termination, of
the present value of all Employee's accrued benefits, vested or otherwise, under
the Company's supplemental retirement plan; and

(v) A continuation, at the same or greater benefit level, of all Employee
Benefits and Perquisites, as provided in Sections 4.4 and 4.5 herein, for the
remaining term of this Agreement; provided, however, that to the extent that any
such Employee Benefit or Perquisite cannot be continued during a period when
Employee is not an employee of the Company or cannot be continued with similar
tax effects to Employee when Employee is not an employee of the Company, the
Company shall pay Employee an amount in cash equal to the economic value of such
Employee Benefit or Perquisite.

As consideration for the continuation of the above stated benefits,
Employee agrees to make himself available during the remaining term of the
Agreement, at reasonable times and



locations, to the Company and/or to the successor to his position at the
Company, to provide consulting advice (as requested) including, but not limited
to, strategic planning, management development, market trend analysis, product
development, acquisition planning and industry trend analysis. The Company
agrees not to require more than 10 business days a month as long as the Employee
is not otherwise fully employed nor more than four business days a month once
the Employee is otherwise fully employed.

Notwithstanding the previous provisions of Section 4.1, the amounts in
Sections 7.2(1i) and (ii) shall be adjusted automatically upward or downward (in
the nearest increment of $1,000), effective on each December 1, by the GNP price
deflator ad published by the Federal government for the previous twelve months,
as determined by the then public accounting firm of record of the Company (that
performs the annual audit). Upon such adjustment, the Base Salary as stated
above shall, likewise, be increased or decreased for all purposes of this
Agreement.

(b) Notwithstanding the provisions of Section 7.2(a) above, in the event
that Employee's employment is terminated during the last eighteen (18) months of
the term of this Agreement, either for Good Reason (as provided in Section 6.3
herein), or by Notice by the Company (as provided in Section 6.4(ii) herein),
the Company shall then pay Employee the greater of (x) the benefits set forth in
Section 7.2 above, or (y) the benefits under the terms of the Baker Hughes
Incorporated Severance Policy, effective April 1, 1994, irrespective of whether
Employee would otherwise be deemed eligible for the benefits under such policy.

SECTION 8. OFFSET FOR COMPENSATION EARNED SUBSEQUENT TO TERMINATION

8.1. Right of Offset. In the event the Employee's employment is
terminated for Good Reason (as provided in Section 6.3 herein), or by Notice by
the Company (as provided in Section 6.4(ii) herein), the continuation of the
Employee's Base Salary (as provided in Section 7.2(i) herein) and incentive
bonus (as provided in Section 7.2(ii) herein), shall be offset by "Compensation"
earned from a subsequent employer during the remaining term of this Agreement.
The percentage of the offset shall be limited to 65% of the unpaid Base Salary
and incentive bonus provided under Sections 7.2(i) and 7.2(ii) herein.

8.2. Definition of Compensation. For purposes of the offset provided in
Section 8.1 herein, "Compensation" shall be defined as all sums constituting
income, as that term is defined for federal income tax purposes, received by
Employee for his services as an employee, officer, partner, consultant or
otherwise, subsequent to the effective date of termination under this Agreement.

8.3. Duty of Disclosure. For purposes of enforcing this Section 8,
Employee has a duty to keep the Company informed of the terms and conditions of
any subsequent employment and the corresponding "Compensation" earned from such
employment, and shall provide or cause to be provided to the Company in writing
true, correct, timely and complete information concerning the same on a
quarterly basis.

SECTION 9. COVENANTS

9.1. Noncompetition. Employee and Company agree and acknowledge that the
Company has developed and owns valuable Confidential Information (as defined in
Section 9.2 of this Agreement) and that the Company has developed substantial
goodwill. Employee and



Company further agree and acknowledge that the Company has a substantial and
legitimate interest in protecting the Company's Confidential Information and
goodwill. Employee and Company further agree and acknowledge that the provisions
of this Section 9 are reasonably necessary to protect the Company's legitimate
business interests and are designed to protect the Company's Confidential
Information and goodwill. During the term of this Agreement, or any other period
in which amounts are paid hereunder, the Employee shall not, as a shareholder,
employee, officer, partner, consultant or otherwise, engage directly or
indirectly in any business or enterprise which is "in competition" with the
Company or its successors or assigns. A business or enterprise "in competition"
with the Company includes only a business or enterprise that is engaged in any
business activity of the Company within a one hundred (100) mile radius of any
facility operated by the Company.

However, the Employee shall be allowed to purchase and hold for investment
less than two percent (2%) of the shares of any corporation whose shares are
regularly traded on a national securities exchange or in the over-the-counter
market.

Employee further agrees that, (a) during the two (2) years following his
termination if such termination occurs pursuant to Section 6.4(1i) or 6.5, or (b)
during the term of the Agreement if termination is pursuant to Section 6.1, 6.3
or 6.4(ii), Employee will not solicit, contact, canvass, or attempt to solicit,
contact or canvass any of the customers of Company with whom Employee had direct
or indirect contact while Employee was performing services for the Company.

Employee and Company further agree and acknowledge that a part of
Employee's compensation under this Agreement constitutes independent valuable
consideration for this Section 9.1. Employee further agrees that the existence
of any claim or cause of action of Employee against Company, whether predicated
on this Agreement or otherwise, shall not constitute a defense to the
enforcement by Company of any or all of this Section 9. Employee agrees that the
scope of the restrictions as to time, geographic area, and scope of activity in
this Section 9.1 are reasonably necessary for the protection of the Company's
legitimate business interests and are not oppressive or injurious to the public
interest.

Employee agrees that in the event of a breach or threatened breach of any
of the provisions of this Section 9.1 the Company shall be entitled to
injunctive relief against Employee's activities to the extent allowed by law.
Employee further agrees that any breach or threatened breach of any of the
provisions of Section 9.1 would cause irreparable injury to the Company for
which it would have no adequate remedy at law. Nothing herein shall be construed
as prohibiting the Company from pursuing any other remedies available to it for
any breach or threatened breach, including the recovery of damages.

9.2 Confidential Information. Employee recognizes and acknowledges that he
will have access to certain information of the Company that is confidential and
proprietary and constitutes valuable and unique property of the Company.
Employee agrees that he will not at any time, either during or subsequent to the
employment, disclose to others, use, copy or permit to be copied, except in
pursuance of his duties on behalf of the Company, its successors, assigns or
nominees, any secret or confidential information or know-how of the Company
(whether or not developed by the Employee) without the Company's prior written
consent. The term "secret or confidential information or know-how of the
Company" (referred to collectively as "Confidential Information") shall include,
without limitation, the Company's plans, strategies, costs, prices, uses,
applications of products and services, results of
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investigations or experiments, and all apparatus, products, processes,
compositions, samples, formulas, computer programs, pricing policy, financial
information, methods of doing business, policy and/or procedure manuals,
training and recruiting procedures, accounting procedures, the status and
content of the Company's contracts with its customers, the Company's business
philosophy, and servicing methods and techniques at any time used, developed, or
investigated by the Company, before or during the Employee's tenure of
employment which are not generally available to the public or which are
maintained as confidential information of third parties received as a result of
his employment with Company.

Employee further agrees to deliver to the Company at the termination of
his employment all correspondence, memoranda, notes, records, drawings,
sketches, plans, customer lists, product compositions, or other documents and
all copies thereof (all of which are hereafter referred to as the "Documents"),
made, composed or received by Employee, solely or jointly with others, and which
are in Employee's possession, custody, or control at such date and which are
related in any manner to the past, present, or anticipated business of the
Company. In this regard, Employee hereby grants and conveys to Company all
right, title and interest in and to, including without limitation, the right to
possess, print, copy, and sell or otherwise dispose of, any reports, records,
papers, summaries, photographs, drawings or other documents, and writings,
copies, abstracts or summaries thereof, which may be prepared by Employee or
under his direction or which may come into his possession in any way during his
employment with the Company which relate in any manner to the past, present or
anticipated business of the Company.

In the event of a breach or threatened breach of any of the provisions of
this Section 9.2, the Company shall be entitled to an injunction ordering the
return of such Documents and any and all copies thereof and restraining Employee
from using or disclosing, for his benefit or the benefit of others, in whole or
in part, any Confidential Information, including but not limited to the
Confidential Information which such Documents contain, constitute, or embody.
Employee further agrees that any breach or threatened breach of any of the
provisions of Section 9.2 would cause irreparable injury to the Company for
which it would have no adequate remedy at law. Nothing herein shall be construed
as prohibiting the Company from pursuing any other remedies available to it for
any such breach or threatened breach, including the recovery of damages.

9.3 Publicity. Employee agrees that Company may use, and hereby grants the
Company the nonexclusive and worldwide right to use, Employee's name, picture,
likeness, photograph, signature or any other attribute of Employee's persona
(all of such attributes are hereafter collectively referred to as "Persona") in
any media for any advertising, publicity or other purpose at any time, either
during or subsequent to his employment by the Company. Employee agrees that such
use of his Persona will not result in any invasion or violation of any privacy
or property rights Employee may have; and Employee agrees that he will receive
no additional compensation for the use of his Persona. Employee further agrees
that any negatives, prints or other material for printing or reproduction
purposes prepared in connection with the use of his Persona by the Company shall
be and are the sole property of the Company.

9.4. Covenants Regarding Other Employees. During the term of this
Agreement if termination is pursuant to Section 6.1, 6.3 or 6.4(ii), or during
the 24 months following termination if termination occurs pursuant to Section
6.4(1) or 6.5, Employee agrees not to solicit or induce any employee of the
Company to terminate their employment, accept
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employment with anyone else, or to interfere in a similar manner with the
business of the Company.

SECTION 10. INDEMNIFICATION AND RELEASE

10.1. Indemnification. The Company hereby covenants and agrees to
indemnify and hold harmless Employee fully, completely and absolutely against
and in respect to any and all actions, suits, proceedings, claims, demands,
judgments, costs, expenses (including attorney's fees), losses and damages
resulting from Employee's good faith performance of his duties and obligations
under the terms of this Agreement to the extent provided in the Bylaws of the
Company and the Indemnification Agreements for the benefit of the officers of
the Company.

10.2. Release. In consideration of the benefits and compensation which may
be awarded to Employee under Sections 6 and 7 of this Agreement, Employee agrees
to execute and be bound by, as a condition precedent to receiving said benefits
and compensation, the Release attached hereto as Exhibit "A", said Release being
incorporated herein by this reference.

SECTION 11. ASSIGNMENT

11.1. Assignment by Company. This Agreement may and shall be assigned or
transferred to, and shall be binding upon and shall inure to the benefit of, any
successor of the Company, and any such successor shall be deemed substituted for
all purposes for the "Company" under the terms of this Agreement. As used in
this Agreement, the term "successor" shall mean any person, firm, corporation or
business entity which at any time, whether by merger, purchase or otherwise,
acquires all or essentially all of the assets or business of the Company.
Notwithstanding such assignment, the Company shall remain, with such successor,
jointly and severally liable for all its obligations hereunder.

Failure of the Company's successor to agree to the assignment of this
Agreement shall be a material breach of this Agreement. Except as herein
provided, this Agreement may not otherwise be assigned by the Company.

11.2. Assignment by Employee. This Agreement shall inure to the benefit of
and be enforceable by Employee's personal or legal representatives, executors
and administrators, successors, heirs, distributees, devisees and legatees. If
Employee should die while any amounts payable to Employee hereunder remain
outstanding, all such amounts, unless otherwise provided herein, shall be paid
in accordance with the terms of this Agreement to Employee's devisee, legatee or
other designee or, in the absence of such designee, to Employee's estate.

Other than a transfer by reason of death or incapacity, the rights and
duties of Employee hereunder are personal and may not be assigned or
transferred.

SECTION 12. INCOME AND EXCISE TAX

12.1. Tax Withholding. The Company may withhold from any sums or benefits
payable under this Agreement all federal, state, city or other taxes as may be
required pursuant to any law or governmental regulation or ruling.
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12.2. Excise Tax Reimbursement. In addition to the compensation and
benefits to which Employee shall become entitled under the terms of this
Agreement, the Company shall reimburse the Employee in the amount of any excise
or other similar tax or any interest or penalties with respect to such tax that
is assessed against and paid by Employee and that is attributable to and
calculated with reference to the compensation and benefits to which Employee is
entitled under the Agreement. Any such reimbursement shall be payable to
Employee immediately following the date that Employee provides evidence
reasonably satisfactory to the Company that Employee has made any payment in
satisfaction of any such tax liability. The reimbursement provided for herein
shall not pertain to any tax liability attributable to such compensation and
benefits that are determined and calculated in the manner that pertains to other
income earned for personal services, but shall rather pertain only to liability
arising under excise and other similar tax provisions of federal and state tax
laws that specifically address employment termination or severance compensation
and benefits as contemplated by Section 280(g) of the Internal Revenue Code or
similar provisions. The reimbursements provided for in this Section 12.2 shall
be "grossed up." For this purpose, "grossed up" shall mean that Employee shall
be paid an amount which, after payment of taxes on such amount, shall insulate
Employee from the effect of taxes on such reimbursements (including the effects
of income tax assessed on the gross-up).

12.3. Procedural Aspects. The Employee shall notify the Company in writing
of any claim by the Internal Revenue Service that, if successful, would require
the payment by the Company of the grossed up payment. Such notification shall be
given as soon as practicable but no later than 10 business days after the
Employee knows of such claim and shall apprise the Company of the nature of such
claim and the date on which such claim is requested to be paid. The Employee
shall not pay such claim prior to the expiration of the 30-day period following
the date on which the Employee gives such notice to the Company (or such shorter
period ending on the date that any payment of taxes with respect to such claim
is due). If the Company notifies the Employee in writing prior to the expiration
of such period that it desires to contest such claim, the Employee shall:

(i) give the Company any information reasonably requested by the Company
relating to such claim;

(ii) take such action in connection with contesting such claim as the
Company shall reasonably request in writing from time-to-time, including,
without limitation, accepting legal representation with respect to such claim by
any attorney reasonably selected by the Company;

(iii) cooperate with the Company in good faith in order effectively to
contest such claim;

(iv) permit the Company to participate in any proceedings relating to such
claim; provided, however, that the Company shall bear and pay directly all costs
and expenses (including attorneys fees and any additional interest and
penalties) incurred in connection with such contest and shall indemnify and hold
the Employee harmless, on an after-tax basis, for any excise tax or income tax,
including interest and penalties with respect thereto, imposed as a result of
such representation and payment of costs and expenses. Without limitation on the
foregoing provisions of this Section 12.3, the Company shall control all
proceedings taken in connection with such contest and, at its sole option, may
pursue or forgo any and all administrative appeals, proceedings, hearings and
conferences with the taxing authority in respect of such claim and may, at its
sole option, either direct the Employee to pay the tax
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claimed and sue for a refund or contest the claim in any permissible manner, the
Employee agrees to prosecute such contest to a determination before any
administrative tribunal, in a court of initial jurisdiction and in one or more
appellate courts, as the Company shall determine; provided, however, that if the
Company directs the Employee to pay such claim and sue for a refund, the Company
shall advance the amount of such payment to the Employee, on an interest-free
basis and shall indemnify and hold the Employee harmless, on an after-tax basis,
from any excise tax or income tax, including interest or penalties with respect
thereto, imposed with respect to such advance or with respect to any imputed
income with respect to such advance.

If, after the receipt by the Employee of an amount advanced by the Company
pursuant to Section 12.3, the Employee becomes entitled to receive any refund
with respect to such claim, the Employee shall (subject to the Company's
complying with the requirements of Section 12.3) promptly pay to the Company the
amount of such refund (together with any interest paid or credited thereon after
taxes applicable thereto). If, after the receipt by the Employee of an amount
advanced by the Company pursuant to Section 12.3, a determination is made that
the Employee shall not be entitled to any refund with respect to such claims and
the Company does not notify the Employee in writing of its intent to contest
such denial of refund prior to the expiration of 30 days after such
determination, then such advance shall be forgiven and shall not be required to
be repaid and the amount of such advance shall offset, to the extent thereof,
the amount of grossed up payment required to be paid.

SECTION 13. ARBITRATION AND NOTICE

13.1. Arbitration. Any claim, controversy or dispute arising out of or
relating to this Agreement, or the breach thereof, shall be settled by
arbitration in accordance with the Commercial Arbitration Rules of the American
Arbitration Association. The arbitration shall be conducted in Houston, Harris
County, Texas. Federal law other than state law shall govern the interpretation
of this Section 13.1. The decision of the arbitrator(s) shall be final and
binding and judgment upon the award rendered may be entered in any court having
jurisdiction thereof.

The arbitrator(s) shall award the prevailing party in the arbitration its
costs and expenses, including attorney's fees, incurred in enforcing the
provisions of this Agreement, in arbitration.

13.2. Notice. Any notices, requests, demands and other communications
provided for by this Agreement shall be sufficient if in writing and if sent by
registered or certified mail to Employee at the last address he has filed in
writing with the Company or, in the case of the Company, at its principal
executive offices.

SECTION 14. MISCELLANEOUS

14.1. Entire Agreement. This document contains the entire agreement of the
parties relating to the subject matter hereof. This Agreement supersedes,
replaces and merges any and all prior and contemporaneous understandings,
representations, agreements and discussions relating to the same or similar
subject matter as that of this Agreement between Employee and Company,
including, but not limited to, (i) the Executive Severance Agreement dated as of
May 22, 1991, and (ii) any benefits that would be payable to Employee under the
Baker Hughes Incorporated Executive Severance Policy effective April 1, 1994
(except that the
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provisions of such policy may apply under Section 7.2(b) herein or following the
term of this Agreement.) This Agreement constitutes the sole and entire
agreement between the Employee and Company with respect to the subject matter of
this Agreement.

14.2. Modifications. This Agreement shall not be varied, altered,
modified, cancelled, changed or in any way amended except by mutual agreement
of the parties in a written instrument executed by the parties hereto or their
legal representatives.

14.3. SeverabilitY. In the event that any provision or portion of this
Agreement shall be determined to be invalid or unenforceable for any reason, the
portions held to be invalid or unenforceable shall be revised and reduced in
scope so as to be valid and enforceable, or, if such is not possible, then such
portions shall be deemed to have been wholly excluded with the same force and
effect as if it had never been included herein. The remaining provisions of this
Agreement shall be unaffected thereby and shall remain in full force and effect.
Should any one or more of the provisions of this Agreement be held to be
excessive or unreasonable as to duration, geographical scope or activity, then
that provision shall be construed by limiting and reducing it so as to be
reasonable and enforceable to the extent compatible with the applicable law. If
such reformation is not possible, then such portions shall be deemed to have
been wholly excluded with the same force and effect as if they had never been
included herein.

14.4. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original, but all of which
together will constitute one and the same agreement.

SECTION 15. GOVERNING LAW

The laws of the State of Texas, excluding any conflicts of law rule or
principle that might otherwise refer to the substantive law of another
jurisdiction, will govern the interpretation, validity and effect of this
Agreement without regard to the place of execution or the place for performance
thereof, and Company and Employee agree that the state and federal courts in
Harris County, Texas, shall have personal jurisdiction and venue over the
Company and Employee to hear all disputes arising under this Agreement. This
Agreement is to be at least partially performed in Harris County, Texas.

IN WITNESS WHEREOF, Employee has executed and the Company (pursuant to a
resolution adopted at a duly constituted meeting of its Board of Directors) has
executed this Agreement, as of the day and year first above written.

ATTEST: BAKER HUGHES INCORPORATED
By: [Signature of Lawrence O'Donnell, III [Signature of J. F. Maher
appears here] appears here]
Corporate Secretary Chairman, Compensation

Committee of the Board
of Directors

EMPLOYEE

[Signature of Max L. Lukens appears here]
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EXHIBIT "A"
RELEASE

As a material inducement for Company to enter into this Agreement Employee
hereby irrevocably and unconditionally releases, acquits and forever discharges
Company and its affiliated companies and their directors, officers, employees
and representatives, (collectively "Releasees"), from any and all claims,
liabilities, obligations, damages, causes of action, demands, costs, losses
and/or expenses (including attorneys fees) of any nature whatsoever, whether
known or unknown, including, but not limited to, rights arising out of alleged
violations of any contracts, express or implied, any covenant of good faith and
fair dealing, express or implied, or any tort, or any legal restrictions on the
Company's right to terminate employees, or any federal, state or other
governmental statute, regulation, or ordinance, including, without limitation,
Title VII of the Civil Rights Act of 1964, and the Federal Age Discrimination in
Employment Act, which Employee claims to have against any of the Releasees. In
addition, Employee waives all rights and benefits afforded by any state laws
which provide in substance that a general release does not extend to claims
which a person does not know or suspect to exist in his favor at the time of
executing the release which, if known by him, must have materially affected
Employee's settlement with the other person. The only exception to the foregoing
are claims and rights that may arise after the date of execution of this
Agreement.

The Employee represents and acknowledges that in executing this Release he
does not rely and has not relied upon any representation or statement, oral or
written, not set forth herein or in the Agreement made by any of the Releasees
or by any of the Releasees' agents, representatives or attorneys with regard to
the subject matter, basis or effect of this Release, the Agreement or otherwise.

The Employee represents and agrees that he fully understands his right to
discuss all aspects of this Release with his private attorney, that to the
extent, if any, that he desires, he has availed himself of this right, that he
has carefully read and fully understands all of the provisions of this Release
and that he is voluntarily entering into this Release.

AGREED AND ACCEPTED, on this day of , 19

EMPLOYEE

Max L. Lukens



EXHIBIT 10.16
BAKER HUGHES INCORPORATED
1995 EMPLOYEE ANNUAL INCENTIVE COMPENSATION PLAN
ARTICLE 1
ESTABLISHMENT AND PURPOSE

1.1 ESTABLISHMENT OF THE PLAN. Baker Hughes Incorporated (hereinafter referred
to as the "COMPANY"), a Delaware corporation, hereby establishes an annual
incentive compensation plan to be known as the "BAKER HUGHES INCORPORATED 1995
EMPLOYEE ANNUAL INCENTIVE COMPENSATION PLAN" (hereinafter referred to as the
"PLAN") as set forth in this document. The Plan permits the awarding of annual
cash bonuses to key employees of the Company and its subsidiaries, based on the
achievement of preestablished performance goals. The Plan shall become effective
as of October 1, 1994, and shall remain in effect until terminated by the Board
of Directors of the Company. Notwithstanding any provision herein to the
contrary, no amount shall be paid under the Plan unless and until the
stockholders of the Company approve the Plan prior to September 30, 1995.

1.2 PURPOSE. The purpose of the Plan is to provide Key Employees with a
meaningful annual incentive opportunity geared toward the achievement of
specific corporate and/or individual goals.

ARTICLE 2
DEFINITIONS

2.1 DEFINITIONS. Whenever used in the Plan, the following terms shall have the
meanings set forth below and, when the defined meaning is intended, the term is
capitalized:

(a) "BOARD" or "BOARD OF DIRECTORS" means the Board of Directors of the
Company.

(b) "CAUSE" means the occurrence of any one of the following:

(i) The willfull and continued failure by a Participant to substantially
perform his/her duties (other than any such failure resulting from the
Participant's disability), after a written demand for substantial
performance is delivered to the Participant that specifically identifies the
manner in which the Company believes that the Participant has not
substantially performed his/her duties, and the Participant has failed to
remedy the situation within ten (10) business days of receiving such notice;
or

(ii) The Participant's conviction for an act of fraud, embezzlement,
theft, or other criminal act constituting a felony; or

(iii) The willful engaging by the Participant in gross misconduct or
malfeasance. However, no act, or failure to act, on the Participant's part
shall be considered "willful" unless done, or omitted to be done, by the
Participant not in good faith and without reasonable belief that
his/her action or omission was in the best interest of the Company; or

(iv) The violation of the Company's Standards of Conduct, which violation
is determined to be material by the Committee.

(c) "COMMITTEE" means the Compensation Committee of the Board or any other
committee appointed by the Board to administer the Plan. The membership of the
Committee shall in all cases be comprised solely of two or more outside
directors (within the meaning of Section 162(m)).

(d) "COMPANY" means Baker Hughes Incorporated, a Delaware corporation, and
any successor thereto.



(e) "FINAL AWARD" means the actual award earned for a Plan Year by a
Participant as determined by the Committee (see Article 5.4 herein).

(f) "KEY EMPLOYEE" means an employee of the Company, or any of its
subsidiaries, who, in the opinion of the Chief Executive Officer of the
Company, is in a position to significantly contribute to the growth and
profitability of the Company (see Article 4 herein).

(g) "PARTICIPANT" means a Key Employee who is nominated for participation by
the Chief Executive Officer of the Company and then is selected by the
Committee to participate in the Plan (see Article 4 herein).

(h) "PLAN YEAR" means the Company's fiscal year commencing October 1 and
ending September 30.

(i) "SECTION 162(M)" means section 162(m) (or any successor provision) of
the Internal Revenue Code of 1986, as amended, and applicable interpretive
authority thereunder.

2.2 GENDER AND NUMBER. Except where otherwise indicated by the context, any
masculine term used herein also shall include the feminine, the plural shall
include the singular, and the singular shall include the plural.

2.3 SEVERABILITY. In the event any provision of the Plan shall be held to be
illegal or invalid for any reason, the illegality or invalidity shall not affect
the remaining parts of the Plan, and the Plan shall be construed and enforced as
if the illegal or invalid Provision had not been included.

ARTICLE 3
ADMINISTRATION

3.1 THE COMMITTEE. This Plan shall be administered by the Committee in
accordance with the rules that it may establish from time to time that are not
inconsistent with the provisions of the Plan.

The determination of the Committee as to any disputed question arising under
this Plan, including questions of construction and interpretation, shall be
final, binding, and conclusive upon persons.

3.2 INDEMNIFICATION. Each person who is or shall have been a member of the
Committee, or of the Board, shall be indemnified and held harmless by the
Company against and from any loss, cost, liability, or expense that may be
imposed upon or reasonably incurred by him in connection with or resulting from
any claim, action, suit, or proceeding to which he may be a party or in which he
may be involved by reason of any action taken or failure to act under the Plan
and against and from any and all amounts paid by him in settlement thereof, with
the Company's approval, or paid by him in satisfaction of any judgment in any
such action, suit, or proceeding against him, provided he shall give the Company
an opportunity, at its own expense, to handle and defend the same before he
undertakes to handle and defend it on his own behalf. The foregoing right of
indemnification shall not be exclusive of any other rights of indemnification to
which such persons may be entitled under the Company's Restated Certificate of
Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the
Company may have to indemnify them or hold them harmless.
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ARTICLE 4
ELIGIBILITY AND PARTICIPATION

4.1 ELIGIBILITY. Eligibility for participation in the Plan shall be limited to
those Key Employees who, by the nature and scope of their position, contribute
to the overall results or success of the Company and its subsidiaries.

4.2 PARTICIPATION. Participation in the Plan shall be determined annually
based upon the recommendation of the Chief Executive Officer of the Company and
the approval of the Committee. Employees approved for participation shall be
notified in writing of their selection, and of their performance goals and
related Award Opportunities (as defined in Article 5.1), as soon after approval
as is practicable.

4.3 PARTIAL PLAN YEAR PARTICIPATION. The Committee may, upon recommendation of
the Chief Executive Officer of the Company, allow an individual who becomes
eligible after the beginning of a Plan Year to participate in the Plan for that
year. In such case, the Participant's Final Award normally shall be prorated
based on the number of full months of participation. However, the Committee may,
based upon the recommendation of the Chief Executive Officer of the Company,
authorize an unreduced Final Award.

4.4 TERMINATION OF APPROVAL. The Committee may withdraw its approval for
participation in the Plan for a Participant at any time. In the event of such
withdrawal, the employee concerned shall cease to be a Participant as of the
date designated by the Committee and the employee shall be notified of such
withdrawal as soon as practicable following such action. Further, such employee
shall cease to have any right to a Final Award for the Plan Year in which such
withdrawal is effective; provided, however, that the Committee may, in its sole
discretion, authorize a prorated award based on the number of full months of
participation prior to the effective date of such withdrawal.

ARTICLE 5
AWARD DETERMINATION

5.1 AWARD OPPORTUNITIES. As soon as practicable (but in no event later than
ninety (90) days) after the beginning of each Plan Year, the Committee shall
establish, in writing, maximum, target, and minimum incentive award levels (the
"AWARD OPPORTUNITIES") for each Participant. The established Award Opportunities
may vary in relation to the responsibility level of the Participant. In the
event a Participant changes job levels or salary grades during the Plan Year,
the Award Opportunities may be adjusted by the Committee, in its sole
discretion, to reflect the amount of time at each job level and/or in each
salary grade.

5.2 PERFORMANCE GOALS. As soon as practicable (but in no event later than
ninety (90) days) after the beginning of each Plan Year, the Committee shall
establish, in writing, performance goals for each Participant for that Plan
Year. The goals will be based on one or more financial objectives of the Company
determined by and defined by the Committee, which objectives may include profits
before-tax, profits after-tax, earnings per share, and/or the ratio of after-tax
profits to net capital employed; provided, however, that as an alternative to
other goals, and in addition thereto, an Award Opportunity shall provide an
element based on a goal tied to total shareholder return ("TSR"), as defined by
the Committee and discussed in Article 5.4. Nonfinancial objectives may also be
included in a Participant's performance goals, and will not represent more than
20 percent of target Award Opportunities, as discussed in Article 5.1.
Notwithstanding the foregoing, no covered employee (as such term is defined in
Section 162(m)) may have any portion of his Final Award based on nonfinancial,
subjective performance goals.

5.3 ADJUSTMENT OF PERFORMANCE GOALS. The Committee shall have the right to
adjust the performance goals (either up or down) during the Plan Year if it
determines that external changes or other unanticipated business conditions have
materially affected the fairness of the goals and unduly influenced the
Company's



ability to meet them. Further, in the event of a Plan Year of less than twelve
(12) months, the Committee shall have the right to adjust the performance goals,
at its discretion, to protect the purpose and intent of the Plan.
Notwithstanding the foregoing, no such adjustment shall be made with respect to
an individual who is a covered employee (within the meaning of Section 162(m))
to the extent the same is considered an upward discretionary increase in the
amount of the Final Award for such individual (within the meaning of Section
162(m)).

5.4 FINAL AWARD DETERMINATIONS. As soon as practicable after the end of each
Plan Year, Final Awards shall be computed for each Participant as determined by
the Committee. The Committee shall certify to what extent the performance goals
established pursuant to Article 5.2 and any other material terms of an award
were in fact satisfied. Then, two (2) independent computations will be made, as
follows:

(a) Achievement of financial goals (other than TSR goals), as discussed in
Article 5.2, shall be assessed via a quantitative formula established by the
Committee. Individuals' award calculations will be based on varying Award
Opportunities, as discussed in Article 5.1. Adjustment will be made to reflect
nonfinancial objectives for eligible Participants, as described in
Article 5.2.

(b) Achievement of TSR goals, as discussed in Article 5.2, shall be assessed
via a quantitative formula established by the Committee. Individuals' award
calculations will be based on one-half of the target Award Opportunity, as
discussed in Article 5.1.

The greater of the resulting two calculations will be used to determine the
Final Award paid for the Plan Year. In determining the Final Award, the
Committee, in its sole discretion, may increase or decrease calculated amounts
to reflect factors regarding performance during the Plan Year which were not, in
the sole opinion of the Committee, appropriately reflected in the Final Award
calculation. Notwithstanding the foregoing, the Final Award to an individual who
is a covered employee (within the meaning of Section 162(m)) will not be subject
to upward discretionary adjustment by the Committee. Downward discretionary
adjustment for these individuals will be permitted to the extent that such
downward adjustments do not prevent the Final Awards to those individuals from
being deductible by the Company for federal income tax purposes under Section
162(m).

5.5 INDIVIDUAL AWARD CAP. The maximum annual Final Award any individual may
receive in connection with the Plan is $1,000,000.

ARTICLE 6
PAYMENT OF FINAL AWARDS

As soon as practicable following the end of each Plan Year, Final Award
payments shall be paid in cash.

ARTICLE 7
TERMINATION OF EMPLOYMENT

7.1 TERMINATION OF EMPLOYMENT DUE TO DEATH, DISABILITY, OR RETIREMENT. In the
event a Participant's employment is terminated by reason of death, total and
permanent disability (as determined by the Committee), or retirement, the Final
Award, determined in accordance with Article 5.4 herein, shall be reduced so
that it reflects only participation prior to termination. This reduction shall
be determined by multiplying said Final Award by a fraction, the numerator of
which is the months of participation through the date of termination rounded up
to whole months, and the denominator of which is twelve (12). The Final Award
thus determined plus all unpaid amounts, if any, from previous years shall be
paid as soon as practicable following the Committee's determinations under
Article 5.4 hereof for that Plan Year.



7.2 EMPLOYMENT TRANSFERS. If a Participant transfers from one division to
another division within the Company, the Final Award for the Participant's time
at the Participant's former division will be prorated for the number of whole
months rounded to the nearest whole month of the Plan Year the Participant was
at that division. The Final Award will be determined as soon as practicable
after the end of the Plan Year and will be based on the financial results at the
close of the Plan Year. The Final Award will be paid at the same time the other
Final Awards for that division are paid. If a Participant is eligible for a
Final Award in his new position, the Final Award will be based on the months
left in the Plan Year, on his new base salary level and Award Opportunities, as
determined by the Committee based upon the recommendation of the Chief Executive
officer of the Company.

7.3 DISPOSITION OF BUSINESS. If the Participant's division is disposed of
during the Plan Year, payment of the Participant's Final Award shall be
determined in accordance with the following alternatives:

(a) If the acquiring party of the division offers employment to the
Participant and assumes the obligations under the Plan, either directly or
indirectly, and the Participant accepts such offer of employment, the Company
shall not be obligated to pay the Final Award and such obligation shall be
that of the acquiring party in accordance with the Final Award parameters; or

(b) If the acquiring party does not assume the obligations under the Plan,
whether or not the Participant is offered and accepts employment, then the
Participant will receive a prorated Final Award for the portion of the Plan
Year that the Participant was employed by the Company prior to the date of the
consummation of the sale of the division, to be paid at the same time other
Final Awards are paid under the Plan. The computation shall be made on the
basis of the number of whole months rounded to the nearest whole month of the
Plan Year that the Participant was in active service with the Company; or

(c) If the acquiring party of the division offers employment to the
Participant and assumes the obligations under the Plan, either directly or
indirectly, and the Participant rejects such employment, the Participant shall
be deemed to have voluntarily resigned as provided under Article 7.4 below.

7.4 TERMINATION OF EMPLOYMENT FOR OTHER REASONS. In the event a Participant's
employment is terminated voluntarily by the employee or by the Company for
Cause, all of the Participant's rights to a Final Award for the Plan Year then
in progress shall be forfeited. If a Participant's termination is for any reason
other than as described in Article 7.3, death, disability, retirement, voluntary
resignation, or Cause, the Participant will receive a prorated bonus award for
the portion of the Plan Year that the Participant was employed by the Company,
computed as determined by the Committee, to be paid at the same time other Final
Awards are paid under the Plan.

ARTICLE 8
RIGHTS OF PARTICIPANTS

8.1 EMPLOYMENT. Nothing in this Plan shall interfere with or limit in any way
the right of the Company to terminate any Participant's employment at any time
for any reason, nor confer upon any Participant any right to continue in the
employ of the Company. For all purposes of the Plan, a Participant shall be
considered to be in the employment of the Company as long as he or she remains
employed on a full-time basis by the Company or any of its subsidiaries or is on
an authorized leave of absence approved by the Committee. Any question as to
whether and when there has been a termination of a Participant's employment, and
the reason for such termination, shall be determined solely by the Committee,
and its determination shall be final and conclusive.

8.2 PARTICIPATION. No Participant or other employee shall at any time have a
right to be selected for participation in the Plan for any Plan Year, despite
having been selected for participation in a previous Plan Year.
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8.3 NONTRANSFERABILITY. No right or interest of any Participant in this Plan
shall be assigned or transferable, or subject to any lien, directly, by
operation of law, or otherwise, including execution, levy, garnishment,
attachment, pledge, and bankruptcy.

ARTICLE 9
BENEFICIARY DESIGNATION

Each Participant under the Plan may, from time to time, name any beneficiary
or beneficiaries (who may be named contingently or successively) to whom any
benefit under the Plan is to be paid in case of his death before he receives any
or all of such benefit. Each designation will revoke all prior designations by
the same Participant, shall be in a form prescribed by the Committee, and will
be effective only when filed by the Participant in writing with the Committee
during his lifetime. In the absence of any such designation, benefits remaining
unpaid at the Participant's death shall be paid to the Participant's estate.

ARTICLE 10
AMENDMENT AND TERMINATION

The Board may modify or amend, in whole or in part, any or all of the
provisions of this Plan, or suspend or terminate it entirely; provided, that no
such modification, amendment, suspension, or termination may, without the
consent of a Participant (or his beneficiary in the case of the death of the
Participant), reduce the right of a Participant (or his beneficiary as the case
may be) to a payment or distribution hereunder to which he is entitled with
respect to a Plan Year that has ended prior to such modification, amendment,
suspension, or termination.

ARTICLE 11
GOVERNING LAW AND WITHHOLDING

11.1 GOVERNING LAW. THE PLAN, AND ALL AWARDS HEREUNDER, SHALL BE CONSTRUED IN
ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF TEXAS.

11.2 WITHHOLDING TAXES. The Company shall have the right to deduct from all
payments under this Plan any Federal, state, or local taxes required by law to
be withheld with respect to such payments.
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EXHIBIT 10.17
BAKER HUGHES INCORPORATED
1995 STOCK AWARD PLAN
I. PURPOSE

The purpose of the BAKER HUGHES INCORPORATED 1995 STOCK AWARD PLAN (the
"PLAN") is to provide a means through which BAKER HUGHES INCORPORATED, a
DELAWARE CORPORATION (the "COMPANY"), and its subsidiaries may attract able
persons to enter the employ of the Company and to provide a means whereby those
upon whom the responsibilities of the successful administration and
management of the Company rest, and whose present and potential contributions to
the welfare of the Company are of importance, can acquire and maintain stock
ownership, thereby strengthening their concern for the welfare of the Company
and their desire to remain in its employ. A further purpose of the Plan is to
provide such persons with additional incentive and reward opportunities designed
to enhance the profitable growth of the Company. Accordingly, the Plan provides
for granting stock Awards to Employees as provided herein.

II. DEFINITIONS

The following definitions shall be applicable throughout the Plan unless
specifically modified by any paragraph:

(a) "AWARD" means, individually or collectively, any stock award granted
under the Plan.

(b) "AWARD AGREEMENT" means a written agreement between the Company and a
Holder with respect to an Award.

(c) "BOARD" means the Board of Directors of the Company.
(d) "CODE" means the Internal Revenue Code of 1986, as amended. Reference in
the Plan to any section of the Code shall be deemed to include any amendments

or successor provisions to any section and any regulations under such section.

(e) "COMMITTEE" means the committee charged with the administration of the
Plan in accordance with Article IV.

(f) "COMMON STOCK" means the common stock, par value $1 per share, of the
Company.

(g) "COMPANY" means Baker Hughes Incorporated.

(h) "EMPLOYEE" means any person in an employment relationship with the
Company or with one of its subsidiaries.

(i) "1934 ACT" means the Securities Exchange Act of 1934, as amended.
(j) "HOLDER" means an Employee who has been granted an Award.

(k) "PLAN" means Baker Hughes Incorporated 1995 Stock Award Plan, as amended
from time to time.

(1) "RULE 16b-3" means SEC Rule 16b-3 promulgated under the 1934 Act, as
such may be amended from time to time, and any successor rule, regulation or
statute fulfilling the same or a similar function.

III. EFFECTIVE DATE AND DURATION OF THE PLAN
The Plan shall be effective as of October 26, 1994, the date of its adoption
by the Board, provided the Plan is approved by the stockholders of the Company
within twelve months thereafter and on or prior to the date of the first annual
meeting of stockholders of the Company held subsequent to the acquisition of an

1



equity security by a Holder hereunder for which exemption is claimed under Rule
16b-3. No further Awards may be granted under the Plan after October 26, 2004.
The Plan shall remain in effect until all Awards granted under the Plan have
been satisfied or expired.

IV. ADMINISTRATION

(a) COMPOSITION OF COMMITTEE. The Plan shall be administered by the
Compensation Committee of the Board which shall be (i) appointed by the Board,
(ii) consist of at least three members of the Board and (iii) constituted so as
to permit the Plan to comply with Rule 16b-3. No member of the Committee shall
be eligible to receive an Award under the Plan and no person who has received an
Award in the preceding year shall be eligible to serve on the Committee.

(b) POWERS. Subject to the provisions of the Plan, the Committee shall have
sole authority, in its discretion, to determine which Employees shall receive an
Award, the time or times when such Award shall be made, the number of shares of
Common Stock which may be issued under each such Award, and the vesting
requirements which apply to each such Award. In making such determinations the
Committee may take into account the nature of the services rendered by the
respective individuals, their present and potential contribution to the
Company's success and such other factors as the Committee in its discretion
shall deem relevant.

(c) ADDITIONAL POWERS. The Committee shall have such additional powers as are
delegated to it by the other provisions of the Plan. Subject to the express
provisions of the Plan, the Committee is authorized to construe the Plan and the
respective Award Agreements executed thereunder, to prescribe such rules and
regulations relating to the Plan as it may deem advisable to carry out the Plan,
and to determine the terms, restrictions and provisions of each Award, and to
make all other determinations necessary or advisable for administering the Plan.
The Committee may correct any defect or supply any omission or reconcile any
inconsistency in any Award Agreement in the manner and to the extent it shall
deem expedient to carry it into effect. The determinations of the Committee on
the matters referred to in this Article IV shall be conclusive.

V. AWARD LIMITS AND SHARES SUBJECT TO THE PLAN

(a) AWARD LIMITS. The Committee may, from time to time, grant Awards to one or
more individuals determined by it to be eligible for participation in the Plan
in accordance with the provisions of paragraph VI. Subject to paragraph VIII,
the aggregate number of shares of Common Stock that may be issued under the Plan
shall not exceed 350,000 shares. Shares shall be deemed to have been issued
under the Plan only to the extent actually issued and delivered pursuant to an
Award. To the extent that an Award lapses or the rights of its Holder terminate,
any shares of Common Stock subject to such Award shall again be available for
the grant of an Award.

(b) STOCK OFFERED. The stock to be offered pursuant to the grant of an Award
may be authorized but unissued Common Stock or Common Stock previously issued
and outstanding and reacquired by the Company.

VI. ELIGIBILITY

Awards may be granted only to key Employees (including officers and directors
who are also key Employees) as determined by the Committee. An Award may be
granted on more than one occasion to the same Person.
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VII. STOCK AWARDS

(a) AWARD GRANTS. Awards which may be granted by the Committee pursuant to the
Plan are rights to receive shares of Common Stock which vest over a period of
time or upon the occurrence of an event as established by the Committee, without
payment of any amounts by the holder thereof to the Company (except to the
extent otherwise required by law, such as income or transfer taxes) or
satisfaction of any performance criteria or objectives.

(b) AWARD PERIOD. The Committee shall establish, with respect to and at the
time of each award, a period over which or the event upon which the Award shall
vest with respect to the Holder.

(c) AWARDS CRITERIA. In determining the grant of an Award, the Committee may
take into account an individual's responsibility level, performance, potential,
length of service, age, other Awards, compensation, other Common Stock ownership
and such other considerations as it deems appropriate.

(d) PAYMENT. Following the end of the vesting period for an Award, the Holder
of an Award shall be entitled to receive the underlying shares of Common Stock
represented by the Award as soon as administratively practicable following such
vesting. Cash dividend equivalents may be paid during or after the vesting
period with respect to an Award, as determined by the Committee.

(e) TERMINATION OF EMPLOYMENT. An Award shall terminate if the Holder does not
remain continuously in the employ of the Company at all times during the
applicable vesting period, except as may be otherwise determined by the
Committee or as set forth in the Award at the time of grant.

(f) AGREEMENTS. At the time any Award is made under this paragraph VII, the
Company and the Holder shall enter into an Award Agreement setting forth each of
the matters contemplated hereby as the Committee may determine to be
appropriate. The terms and provisions of the respective Award Agreements need
not be identical.

VIII. RECAPITALIZATION OR REORGANIZATION

(a) The shares with respect to which Awards may be granted are shares of
Common Stock as presently constituted, but if, and whenever, prior to the
expiration of an Award theretofore granted, the Company shall effect a
subdivision or consolidation of shares of Common Stock or the payment of a stock
dividend on Common Stock without receipt of consideration by the Company, the
number of shares of Common Stock with respect to which such Award may thereafter
be exercised or satisfied, as applicable, (i) in the event of an increase in the
number of outstanding shares shall be proportionately increased, and (ii) in the
event of a reduction in the number of outstanding shares shall be
proportionately reduced.

(b) If the Company recapitalizes or otherwise changes its capital structure,
thereafter upon any exercise or satisfaction, as applicable, of an Award
theretofore granted, the Holder shall be entitled to receive under such Award,
in lieu of the number of shares of Common Stock then covered by such Award, the
number and class of shares of stock and securities to which the Holder would
have been entitled to receive pursuant to the terms of the recapitalization if,
immediately prior to such recapitalization, the Holder had been the holder of
record of the number of shares of Common Stock then covered by such Award.

(c) In the event of changes in the outstanding Common Stock by reason of
recapitalizations, reorganizations, mergers, consolidations, combinations,
exchanges or other relevant changes in capitalization occurring after the date
of the grant of any Award and not otherwise provided for by this paragraph VIII,
any outstanding Awards and any agreements evidencing such Awards shall be
subject to adjustment by the Committee at its discretion as to the number of
shares of Common Stock subject to such Awards. In the event of any such change
in the outstanding Common Stock, the aggregate number of shares available under
the Plan may be appropriately adjusted by the Committee, whose determination
shall be conclusive.



(d) The existence of the Plan and the Awards granted hereunder shall not
affect in any way the right or power of the Board or the stockholders of the
Company to make or authorize any adjustment, recapitalization, reorganization or
other change in the Company's capital structure or its business, any merger or
consolidation of the Company, any issue of debt or equity securities ahead of or
affecting Common Stock or the rights thereof, the dissolution or liquidation of
the Company or any sale, lease, exchange or other disposition of all or any part
of its assets or business or any other corporate act of proceeding.

(e) Any adjustment provided for in Subparagraphs (a), (b) or (c) above shall
be subject to any required stockholder action.

(f) Except as hereinbefore expressly provided, the issuance by the Company of
shares of stock of any class or securities convertible into shares of stock of
any class, for cash, property, labor or services, upon direct sale, upon the
exercise of rights or warrants to subscribe therefor, or upon conversion of
shares of obligations of the Company convertible into such shares or other
securities, and in any case whether or not for fair value, shall not affect, and
no adjustment by reason thereof shall be made with respect to, the number of
shares of Common Stock subject to Awards theretofore granted.

IX. AMENDMENT AND TERMINATION OF THE PLAN

The Board in its discretion may terminate the Plan at any time with respect to
any shares for which Awards have not theretofore been granted. The Board shall
have the right to alter or amend the Plan or any part thereof from time to time;
provided that no change in any Award theretofore granted may be made which would
impair the rights of the holder without the consent of the Holder, and provided,
further, that the Board may not, without approval of the stockholders, amend the
Plan;

(a) to increase the maximum number of shares which may be issued pursuant to
Awards, except as provided in paragraph VIII;

(b) to change the class of individuals eligible to receive Awards under the
Plan;

(c) to extend the maximum period during which Awards may be granted under
the Plan;

(d) to modify materially the requirements as to eligibility for
participation in the Plan;

(e) to materially increase the benefits accruing to participants under the
Plan; or

(f) to decrease any authority granted to the Committee hereunder in
contravention of Rule 16b-3.

X. MISCELLANEOUS

(a) NO RIGHT TO AN AWARD. Neither the adoption of the Plan by the Company nor
any action of the Board or the Committee shall be deemed to give an employee any
right to be granted an Award or any of the rights hereunder except as may be
evidenced by an Award or by an Award Agreement duly executed on behalf of the
Company, and then only to the extent and on the terms and conditions expressly
set forth therein. The Plan shall be unfunded. The Company shall not be required
to establish any special or separate fund or to make any other segregation of
Common Stock or other assets to assure the payment of any Award.

(b) NO EMPLOYMENT RIGHTS CONFERRED. Nothing contained in the Plan shall (i)
confer upon any Employee any right with respect to continuation of employment
with the Company or any subsidiary or (ii) interfere in any way with the right
of the Company or any subsidiary to terminate his or her employment at any time.

(c) OTHER LAWS; WITHHOLDING. The Company shall not be obligated to issue any
Common Stock pursuant to any Award granted under the Plan at any time when the
shares covered by such Award have not been registered under the Securities Act
of 1933 and such other state and federal laws, rules or regulations as
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the Company or the Committee deems applicable and, in the opinion of legal
counsel for the Company, there is no exemption from the registration
requirements of such laws, rules or regulations available for the issuance of
such shares. No fractional shares of Common Stock shall be delivered, nor shall
any cash in lieu of fractional shares be paid. The Company shall have the right
to deduct in connection with all Awards any taxes required by law to be withheld
and to require any payments required to enable it to satisfy its withholding
obligations.

(d) NO RESTRICTION ON CORPORATE ACTION. Nothing contained in the Plan shall be
construed to prevent the Company or any subsidiary from taking any corporate
action which is deemed by the Company or such subsidiary to be appropriate or in
its best interest, whether or not such action would have an adverse effect on
the Plan or any Award made under the Plan. No Employee, beneficiary or other
person shall have any claim against the Company or any subsidiary as a result of
any such action.

(e) RESTRICTIONS ON TRANSFER. An Award shall not be transferable otherwise
than by will or the laws of descent and distribution.

(f) RULE 16b-3. It is intended that the Plan and any grant of an Award made to
a person subject to Section 16 of the 1934 Act meet all of the requirements of
Rule 16b-3. If any provision of the Plan or any such Award would disqualify the
Plan or such Award under, or would otherwise not comply with, Rule 16b-3, such
provision or Award shall be construed or deemed amended to conform to Rule
16b-3.

(g) GOVERNING LAW. This Plan shall be construed in accordance with the laws of
the State of Texas, except to the extent that it implicates matters which are
the subject of the General Corporation Law of the State of Delaware which
matters shall be governed by the latter law.
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BAKER HUGHES INCORPORATED

CREDIT AGREEMENT

THIS CREDIT AGREEMENT, dated as of September 1, 1994, is hereby made and
entered into by and between BAKER HUGHES INCORPORATED, a Delaware corporation
(the "Company"), and (the "Bank"), on the following terms and
conditions.

ARTICLE I. DEFINITIONS

For the purposes hereof, unless the context otherwise requires:

1.01 "Advance(s)" means any or all of the Eurodollar Advances and Reference
Rate Advances made to the Company by the Bank pursuant to Section 3.01.

1.02 "Agreement" means this Credit Agreement as originally executed or, if
later amended or supplemented, then as so amended or supplemented.

1.03 "Business Day" means any day (other than a day which is Saturday, Sunday,
or a legal holiday in London, England, the State of Texas, the State of New
York, or the State within the U.S., if any, where the Bank maintains its
corporate headquarters) on which commercial banks are open for domestic and
international business in London, England, Houston, Texas, New York, New York,
and the city within the U.S., if any, where the Bank maintains its corporate
headquarters; provided, however, that when used in connection with a Eurodollar
Advance, the term "Business Day" shall also exclude any day on which banks are
not open for dealings in dollar deposits in the London interbank market.

1.04 "Commitment" means the Bank's commitment to lend an aggregate amount not
to exceed the Commitment Limit at any time outstanding pursuant to Section 2.01,
as such Commitment may be reduced or terminated pursuant to Section 2.02,
Section 2.03 or Article VII.

1.05 "Commitment Limit" means MILLION DOLLARS ($ )

1.06 "Consolidated Net Worth" of any Person means the Net Worth of such Person
and it