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2012 YEAR IN REVIEW

Revenue:

$21.36 billion

Capital Expenditures:

$2.91 billion

Operations:

80 countries

Employees:

58,800

Product Lines:

28

Products & Services:

1,619

Investment in Research
& Technology:

$497 million

Additional information about the company is available
on our website at www.bakerhughes.com

The AutoTrak™ Curve rotary steerable drilling system reached

an impressive milestone by drilling more than 3 million feet

{914,400 meters) since its launch less than two years earlier.

Described as the industry’s most accurate and efficient horizontal

drilling system, AutoTrak Curve is improving drilling efficiencies

and reshaping the “economies of Shale.” .

Rebounding Gulf of Mexico activity drove 32% growth in

revenue. Along with our strength in Completions and Production,
Baker Hughes has built a position as the leading supplier of Drilling
Services. Advanced wireline technologies introduced in 2012 are
expected to grow our position in Evaluation in 2013 and beyond.

We dramatically expanded our Integrated Operations activities,
particularly in the Middle East. Our tremendous growth in Iraq
is considered to be the largest and fastest startup in Company
history and establishes a strong foothold in one of the world’s
key oil-producing regions.

We continue to solidify our position as the leader in Well
Construction and Production services. Customer demand for
our FracPoint™ completion systems continues to climb. Today,
Baker Hughes is the number one provider of sliding sleeves in
the United States.

A new integrated drilling services contract in Norway,
combined with our strong position in the United Kingdom
and Continental Europe, makes Baker Hughes a premier
Drilling Services provider in the Europe region.

The rapid shift from natural gas to oil-directed drilling in

North America challenged results in our Pressure Pumping
product line. At the same time, it created unprecedented

demand for production enhancement products and services and
contributed to record revenues and profits globally for Artificial Lift
and Upstream Chemicals.

Baker Hughes was identified as a world sustainability leader on
the Dow Jones Sustainability World Index of the world's largest
companies from 58 industry segments. This was the first year we
participated in the evaluation.

Recognizing growing water challenges facing our customers, we
launched the H2prO™ water management service, which uses the
industry's most comprehensive suite of solutions to help reduce
total cost of operations and environmental impact by treating
produced and flowback water for reuse.



+ Selected Financial Highlights

Year Ended December 31

(In millions, except per share amounts) 2012 2011 2010™ 2009" 2008
As Reported:
Revenue $ 21,361 $ 19,831 $ 14,414 $ 9,664 $ 11,864
Operating income 2,192 2,600 1,417 732 2,376
Net income 1,317 1,743 819 421 1,635
Net income attributable to Baker Hughes 1,311 1,739 812 421 1,635

Per share of common stock:
Net income attributable to Baker Hughes:

Basic $ 298 $ 3.99 $ 2.06 $ 1.36 $ 532
Diluted 2.97 3.97 2.06 1.36 5.30
Dividends 0.60 0.60 0.60 0.60 0.56

Number of shares:

Weighted average common shares diluted 441 438 395 311 309

Reconciliation from As Reported to Adjusted Net Income:

Net income attributable to Baker Hughes $ 1,311 $ 1,739 §$ 812 % 421 $ 1,635
Impairment of trade names® - 220 - - -
Expenses related to Libya® - 70 - - -
Loss on early extinguishment of debt® - 26 - - -
Tax benefit associated with reorganization® - (214) - - -
Information technology charges® 28 - - - -
Facility closure?” 15 - - - -
Adjusted net income® $ 1,354 § 1,841 3 812 % 421 $ 1,635

Per share of common stock:
Adjusted net income®:

Basic $ 3.08 $ 4,22 $ 2.06 $ 1.36 $ 5.32

Diluted 3.07 4.20 2.06 1.36 5.30
Cash, cash equivalents, and short-term investments 1,015 1,050 1,706 1,595 1,955
Working capital 6,293 6,295 5,568 4,612 4,634
Total assets 26,689 24,847 22,986 11,439 11,861
Total debt 4,916 4,069 3,885 1,800 2,333
Equity 17,268 15,964 14,286 7,284 6,807
Total debt/capitalization 22% 20% 21% 20% 26%
Number of employees (thousands) 58.8 57.7 53.1 34.4 39.8

(1) We acquired BJ Services Company on April 28, 2010, and its financial results from the date of acquisition are included in our results. 2010 and 2009 net income also include costs
incurred by Baker Hughes related to the acquisition and integration of BJ Services.
(2) Charge of $315 million before tax ($220 million after tax), the majority of which relates to the noncash impairment associated with the decision to minimize the use of the BJ Services
trade name as part of our overall branding strategy for Baker Hughes.
(3) Expenses of $70 million (before and after tax) associated with increasing the allowance for doubtful accounts, and reserves for inventory and certain other assets as a result of civil
unrest in Libya.
(4) Loss of $40 million before tax ($26 million after tax) related to the early extinguishment in the third quarter of 2011 of $500 million notes due 2013.
(S) Noncash tax benefit of $214 million associated with the reorganization of certain foreign subsidiaries.
(6) Expenses of $43 million before tax ($28 million after tax) related to internally developed software and other information technology assets.
(7) Expenses of $20 million before tax ($15 million after tax) resuiting from the closure of a chemical manufacturing facility in the United Kingdom.
(8) Adjusted net income is a non-GAAP measure composed of net income attributable to Baker Hughes excluding the impact of certain identified items. The Company believes that adjusted net
income is useful to investors because it is a consistent measure of the underlying results of the Company's business. Furthermore, management uses adjusted net income as a mzasure of the
performance of the Company's operations.

This Annual Report to Stockholders, including the letter to stockholders from Chad C. Deaton, Executive Chairman, and Martin S. Craighead,
President and Chief Executive Officer, contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. The words “anticipate,” “believe,” “ensure,” “expect.” “if,"
“intend,” “estimate,” “project,” “forecasts,” "predict,” “outlook,” “aim,” “will,” “could,” “should,” “potential,” "would,” “may,” "probable,”
“likely,” and similar expressions, and the negative thereof, are intended to identify forward-looking statements. Baker Hughes' expectations
regarding these matters are only its forecasts. These forecasts may be substantially different from actual results, which are affected by many
factors, including those listed in “Risk Factors” and “Management's Discussion and Analysis of Financial Condition and Results of Operations”
contained in ltems 1A and 7 of the Annual Report on Form 10-K of Baker Hughes Incorporated for its year ended December 31, 2012. The use
of "Baker Hughes,” “our,” “we” and other similar terms are not intended to describe or imply particular corporate organizations or relationships.



LETTER TO SHAREHOLDERS

2012 was a year in which Baker Hughes demonstrated that by investing
in the right technologies in the right geographies, we are anticipating our
customers’ needs and delivering integrated solutions to materially improve

ultimate recovery.

Martin Craighead, President and Chief Executive
Officer, and Chad C. Deaton, Executive Chairman
of the Board

While 2013 is certain to bring its own unique challenges, we are
bullish that the thirst for energy will continue rising as the world’s
population keeps growing and global living standards improve.
We see tremendous opportunity for Baker Hughes to help meet
that demand for energy, and the brightest opportunities will
come from deep water, especially in the Gulf of Mexico, and from
unconventional resource developments.

In fact, one of our newest products, the AutoTrak™ Curve rotary
steerable drilling system-specifically designed for horizontal
drilling in shales—delivered phenomenal success for Baker Hughes
in 2012 by drilling 3 million feet (914,400 meters) in the onshore
U.S. in less then two years since being launched. Several other
new products for unconventionals also had stellar performance:
Baker Hughes Talon™ and Kymera™ drill bits and our FracPoint™
multizone hydraulic fracturing completion system.

The well-documented oversupply of hydraulic fracturing
horsepower in the U.S. and Canada clearly impacted our Pressure
Pumping product line results this year. While we expect many of
the capacity and logistical challenges to remain for the short term,
we believe we have made significant improvements in this product
line and will emerge stronger when balance returns to the market.
Baker Hughes made the decision to retool this business by taking
a differential approach to technology development and addressing
supply chain and logistics issues to generate better margins. As

a result, we're seeing improvements in this product line, and we
expect the trend to continue.

Early in 2012 we opened our 11th global technology center

in Dhahran, Saudi Arabia, to focus on the rapidly expanding
unconventional market in the Middle East. We expect that center
to complement our alignment with customers who most value
reliable, efficient, and integrated solutions to the challenges

of unconventionals.




An integral part of our success in breakthrough innovations is

due to our ongoing investment in research and development.
Our 2012 investment of nearly $500 million was dedicated

to strengthening our core competencies in Drill Bits, Drilling
Services, Completions, and Artificial Lift technologies, and in
developing solutions for the unconventional, deepwater, and
high-pressure/high-temperature oil and gas frontiers.

Our technology investments warrant a long-term view and a
commitment to stay the course throughout the business cycle.
One outcome of that investment is taking place at our Center
for Technology Innovation (CTI) in Houston, where our experts
are collaborating across disciplines to unlock the key to
monobore completions that are integrated with intelligent
production systems for the ultra-deepwater, frontier wells in
the Gulf of Mexico.

Among our successes this year is our record on health, safety,
and environmental initiatives. Highlights include reducing injuries
among short-service employees, which is particularly meaningful
for our field operations. We also placed a great deal of emphasis
on transportation and driver safety, and showed improvement in
these areas as well. However, we cannot be satisfied until every
employee arrives home safely at the end of the day.

To offer an end-zo-end customer experience, Baker Hughes
delivered industry-leading environmental initiatives in 2012,
especially in hydraulic fracturing technology. Our emphasis on
transparency, cleaner fluids, and a reduced on-site footprint
enables us to bring a full suite of environmentally safe and
compliant solutions to customers worldwide. For example,

we recently designed, tested, and commercialized new bifuel
engines for our fleets that leverage technology to drive efficiency
while simultaneously generating environmental gains.

We also recognize that our ability to tackle the world's toughest
oil and gas challenges depends on our success in recruiting,
retaining, and developing diverse new talent. Baker Hughes’
ability to recruit and retain top-notch employees has been
extraordinarily successful.

Russia Caspian
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From our network of global research and technology centers

to our partnerships with the world’s leading academics,
universities, and technical schools, we've created thousands
of new jobs, especially in North America, and we’ve attracted
considerable new talent to our company, including more than
750 engineers and scientists globally.

Another extension of the desire to bring diversity of thought

to the table is evidenced by our widespread focus on diversity
and inclusion. During 2012, we expanded our focus on inclusion
by placing heightened emphasis on performance and talent
management dialogue among all employees. We introduced an
independent, neutral ombuds program to offer an additional
outlet for U.S.-based employees to resolve myriad issues. In
addition, we successfully added a diversity and inclusion module
to our global management training programs. Twenty-four percent
of the recent graduates in engineering, science, and technology
positions recruited to Baker Hughes were women, and 20 percent
of our employees in leadership and management positions are
diverse—further evidence that our nationalization efforts around
the globe are maturing.

As we head into 2013, our priority is to relentlessly focus on the
quality of our earnings and on improving total shareholder returns.

In addition to continuing to improve our Pressure Pumping
product line in North America, our outlook for International
results continues to strengthen. Our investments in infrastructure
and technology over the last few years have yielded significant
efficiencies. Europe, especially Norway, looks particularly
promising in the coming year as we deliver on our large,
integrated Drilling Services contract in the North Sea. Sub
Sahara Africa operations have continued to exceed customer
expectations, and Baker Hughes is well positioned for growth
on the East Coast of Africa to facilitate the industry’s deepwater
discoveries there.



We expanded our international presence with our entry into Iraq in 2012. And we believe our Integrated Operations
approach in this resource-rich basin will be a meaningful contributor to our results in the long term.

In closing, on behalf of the board of directors, we would like to acknowledge the service of our Lead Director, John
Riley, who will retire effective April 25, 2013. John has been an influential voice in guiding Baker Hughes over the
past 16 years, and we are grateful for his contributions. In addition, we welcomed a new board member early in
2012, Lynn Elsenhans. Lynn is a veteran energy executive, and we look forward to her contributions.

We are very optimistic about what Baker Hughes will accomplish in 2013. We believe that now, more than ever, we
are well connected to the opportunities that will enable us to deliver the smart technologies and flexible solutions

our customers have come to expect from Baker Hughes.

For the past eight years, Chad has led Baker Hughes
and has been instrumental in transforming this company
into a global competitor. By investing in people,
technology, and infrastructure, Chad laid the foundation
for meaningful growth, and it is a privilege to now

take up that legacy and build upon it for the future.

On April 25, Chad will retire from Baker Hughes.

On behalf of the Board of Directors and all employees,

I would like to acknowledge our gratitude and
appreciation for Chad'’s leadership and vision, and most
importantly, his commitment to Baker Hughes’ success.

ATl

Martin Craighead
President and Chief Executive Officer

As | prepare to retire from Baker Hughes, | would like

to acknowledge the tremendous effort of our leadership
team and all our employees to hold ourselves to the
highest standards and deliver meaningful results for our
customers. For me personally, it has been an honor and
a privilege to represent this company and to proactively
communicate our efforts to stakeholders and industry
around the world. Going forward, Martin and | have
spent the past two years planning a smooth transition
to a new CEO, and as of April 25, Chairman of the Board.
| am confident that we have the right leader in Martin to
take Baker Hughes to the next level of performance.

Ll O DE

Chad C. Deaton
Executive Chairman of the Board




CONNECTED TO SUSTAINABILITY I

HEALTH, SAFETY, AND
ENVIRONMENT

4+ For Baker Hughes, commitment to health, safety, and environmental (HSE)
performance is not just a stated goal. It is a condition of employment and is
integral to our business decisions, plans, and operations.

We continually develop processes and technologies that enhance the
efficiency, productivity, and safety of oil and gas operations while reducing
their environmental footprint. Funcamental training for all field employees
includes environmental awareness, hazard awareness and reporting,
chemical handling standards, and affirmation of each employee’s Stop
Work authority, which means that any employee has the right and the
responsibility to stop a job if an unsafe or a potentially hazardous situation
is witnessed.

Baker Hughes is committed to being a leader in sustainable oilfield
chemistry. The SmartCare™ program embodies this commitment. It includes
a well services chemical ranking system that sets new standards for visibility

and accountability, and encompasses an ever-growing SmartCare family of

environmentally responsible chemical pr .
In 2012, Baker Hughes introduced bifuel © y P ap oducts

pumps into some of our U.S. hydraulic

fracturing fleets. Using natural gas to Our H2prO™ Surface Water Management services and ResPRO™

reduce diesei use by up to 65% meets all Subsurface Water services leverage unsurpassed understanding of oilfield
U.S. emissions standards, requires less fuel, water chemistry to help our clients reduce and recycle produced water and
and improves job site safety by reducing conserve fresh water efficiently, economically, and in compliance with

refueling during pumping operations. appropriate policies and regulations.

We have received numerous accolades for our efforts: inclusion in the
Dow Jones Sustainability World Index and Bloomberg'’s Civic 50 ranking;
first-place honors in the energy sector in Security Magazine's ranking of
Fortune 500 companies; and continued high ranking in the Newsweek
Green Rankings.
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CONNECTED TO INNOVATION

ADVANCING RESERVOIR
PERFORMANCE

+ Baker Hughes continually advances reservoir and near-wellbore understanding and
focuses that expertise to help our clients reduce operational uncertainty and risk,
and make informed decisions that maximize well production and profitability in all

hydrocarbon-bearing reservoir types.
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Baker Hughes and leading international
geophysical company CGG are
collaborating to develop comprehensive
reservoir models that accurately pinpoint
shale play sweet spots, optimize well
placement and completion design, and
deliver more productive wells.

The Baker Hughes Reservoir Development Services (RDS) group uses &
rigorous, multidisciplinary approach to systematically evaluate reservoir
potential and provide industry-leading reservoir advice and innovative solutions
for immediate results. Expert teams in Aberdeen, London, Kuala Lumpur, Perth,
Dubai, Calgary, Moscow, Abu Dhabi, Mexico City, Rio de Janeiro, Singapore,
Sydney, Buenos Aires, and Houston work diligently to find and maximize
reserves; increase production rates and recovery factors; select, define, and
execute field development plans; and analyze acquisition and divestiture
options. Our extensive experience in global hydrocarbon basins is supported
with proven methodologies and proprietary workflows and software.

Baker Hughes formation evaluation services use high-resolution logs to actively
and comprehensively delineate the formation near the wellbore. Exploration and
production companies use our services to improve production and reduce the
risk of unexpected drilling costs. For example, our Shale Formation Evaluation
suite goes far beyond conventional formation evaluation methods to acquire
measurements that accurately characterize complex shale reservoirs, identify
stimulation zones, and optimize wellbore placement and completion design.







CONNECTED TO OUR HERITAGE I

WELL CONSTRUCTION

+ Baker Hughes oilfield technologies have set the standard for drilling and completion
innovation, performance, and reliability under the most challenging conditions for
more than a century. Today, we continue to push the boundaries as the world’s leading
provider of well construction services.

An excellent example is our AutoTrak™ Curve rotary steerable closed-loop
directional drilling system. The AutoTrak Curve system builds on the legacy
of the original AutoTrak platform, which has set the benchmark for steering
accuracy and reliability since its introduction in 1997. Specifically designed
for faster, safer well construction in unconventional resource plays, the
AutoTrak Curve operates on surface commands and can drill in any desired
direction. By building higher angles, it exposes more of the producing
reservoir and improves hydrocarbon recovery.

Evolved from industry-leading sliding sleeve technology, the FracPoint™
multistage hydraulic fracturing system provides a safe, cost-effective
alternative to traditional pressure pumping options to fracture 40 stages or
more in a single pumping operation. Its ability to improve initial productivity
and accelerate reservoir drainage in tight shale reservoirs has converted
otherwise unprofitable projects into money-making assets and has made
cross-disciplinary teams of experts, such as the it the number one system of its type in the United States. To date, the

one colocated at the Baker Hughes Center FracPoint system has been used in more than 4,500 horizontal wells.

Giant ultra-deepwater fields will present
the greatest challenges the oil and gas
industry has ever encountered. Dedicated

for Technology Innovation in Houston, are

collaborating with our clients to develop the The Hughes Christensen Kymera™ hybrid drill bit combines the cutting
technologies, integrated solutions, and expert superiority of legacy Hughes Christensen diamond bits and the rock-crushing
project management to make these new strength of roller cone bits to drill through the most complex rock formations
frontiers safe and profitable. faster, smoother, and more precisely than either diamond or roller cone bits.

In well construction projects throughout the world, the Kymera bit has drilled
two to two-and-a-half times faster than other bits, extended run lengths by
more than 200 percent, and dramatically reduced nonproductive time.

These are only three of the hundreds of well construction technologies that
are driving efficiency gains in unconventional and conventional reservoirs.
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CONNECTED TO ULTIMATE RECOVERY

WELL PRODUCTION

+ From tight shale plays to heavy oil deposits to giant ultra-deepwater fields, success or
failure of hydrocarbon-producing assets is directly related to the volumes of oil or gas
that can be produced cost effectively.

Today, three factors—the need to increase ultimate recovery, new production
enhancement needs generated by shale development, and the rapid shift
from gas to oil production in North America—are driving renewed growth in
the demand for production technologies that Baker Hughes is uniquely
qualified to provide. In tight shales, for example, production often declines
dramatically within two years after the well is put on stream. In these wells,
our industry-leading electrical submersible pumps (ESPs) help recover oil that
will not flow naturally.

We take a total systems approach to identifying issues that could affect shale
production and delivering customized, environmentally responsible chemical
solutions to prevent, inhibit, or remediate those issues. We leverage our

worldwide knowledge base, extensive laboratory facilities in strategic locations,

When completed in October 2013, the and companywide commitment to research and development to formulate
Baker Hughes Artificial Lift Research and unique products for specific applications. We also offer on-site training,
Technology Center in Claremore, Oklahoma, consultation, and solutions for production process stabilization and increased

will house the industry’s most extensive ESP
testing capabilities, including 15 various flow
loop configurations, that will enable our

equipment reliability.

engineers to deliver the most reliable artificial The sour gas and solids that inhibit production and ultimate recovery from

lift solutions for critical land wells and shale wells can also collect, along with gas hydrates, to block flow in subsea

ultra-deepwater subsea production boosting. flowlines, pipelines, and risers. Baker Hughes provides industry-leading flow
assurance chemical products that prevent or mitigate solids buildup to ensure
flow in offshore and deepwater operations. We also provide subsea booster
systems that operate on the seabed to increase the flow of hydrocarbons
from the well to floating production, storage, and offloading vessels, or to

production platforms.







CONNECTED TO OPPORTUNITIES I

INDUSTRIAL SERVICES

+ Baker Hughes successfully leverages its core competencies to diversify offerings
and opportunities beyond our upstream customers. Based on our strengths in the
development and production of chemicals, we offer a wide range of products and
services to the refining, petrochemical, agriculture, and water treatment industries.

In North America, where refining capacity is relatively flat, U.S. shale oil
production and increasing consumption of Canadian crude oil by U.S.
refineries provide significant growth opportunities for our chemical and
industrial services. Shale oils vary widely in composition. These variations,
plus many common characteristics of shale oil, can lead to disruptions
across the refining supply chain.

Baker Hughes offers unigue chemistries and innovative service programs to
eliminate or mitigate shale oil transportation and processing challenges.
Among these are hydrogen sulfide (H,S) scavengers, oil/water separation
products, antifoulants and blending stability chemicals, contaminant
removers, pipeline drag reducers, and finished fuel additives. Our

i experienced service teams provide rapid 24/7/365 response to meet fuel
Crude oil slates in China and India tend to be and crude oil specifications while ensuring health, safety, and environmental
heavy, with total acid number values that can (HSE) compliance.
lead to corrosion in refineries. Baker Hughes
provides comprehensive, systemwide crude While shale oil is significantly impacting refining in the Western Hemisphere,

ing technologi d services t . . . . . .
processing fechnologies and services 1o worldwide refining capacity continues to shift to the east, with demand

protect critical refinery equipment from the increasing sharply in China and India. Baker Hughes is active and enjoying
effects of corrosion. success in both countries, with local manufacturing in China and growing

mitigate heavy oil processing issues and

technical support and field operations in both countries.

Global growth of midstream and gas handling infrastructures affords
additional opportunities for our chemical products and services. Our Process
and Pipeline Services group finished 2012 with strong performance, and we
expect to see continued demand for these products and services.
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CONNECTED TO THE FUTURE [

INTEGRATED OPERATIONS

+ Going forward, the oil and gas industry will be characterized by new business
models and continually evolving services. Baker Hughes is well positioned to meet
the demands of the future.

Our Integrated Operations offerings provide expert project management,
comprehensive engineering, and a full suite of services, making it easier for
our clients to manage risk and focus on project goals.

From a single re-entry string to full-scope field development, we implement
application-specific mixes of technologies, project management, logistics,
and supply chain expertise to accelerate production and lower total operating
cost. This expertise is complemented by worldwide support with local
proficiency in reservoir modeling and simulation; enhanced oil recovery
techniques; exploration; drilling; completions; stimulation; production; and
rejuvenation. Integration options range from managing turnkey projects to
simply bundling services.

Iraq contains one of the world's most The Baker Hughes Integrated Operations Management System—uwith
important hydrocarbon basins and represents project-specific key performance indicators—supports a continuous analysis
the largest, fastest startup operation in the and improvement approach that helps mitigate operational and financial

history of Baker Hughes. Through our risk, reduce nonproductive time, and enhance safety. Operational- and

knowledge-based tools help us continuously improve all processes and

and together we are addressing challenges capture data with the greatest level of integrity. Integrated Operations team
to deliver a vital source of future energy. members identify potential problems and develop customized solutions
based on international standards and best practices.

Integrated Operations offerings, our
partnerships with clients in Iraq are maturing,

The reach of Baker Hughes Integrated Operations extends to key markets
around the world, including Mexico, the Middle East, Russia, Asia Pacific,
Algeria, and Brazil.
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Mario Rusceyv, Vice President and Chief Technology Officer

Arthur Soucy, President, Global Products and Services
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Alan R. Crain, Senior Vice President, Chief Legal and Governance Officer
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Didier Charreton, Vice President, Human Resources




BAKER HUGHES INCORPORATED
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
April 25, 2013
To the Stockholders of Baker Hughes Incorporated:

The Annual Meeting of the Stockholders of Baker Hughes Incorporated (the “Company,” “Baker Hughes,” “we,” “us” or
“our”) will be held in the Plaza Banquet Room located at 2777 Allen Parkway, Houston, Texas on Thursday, April 25,
2013, at 9:00 a.m., Central Daylight Time, for the purpose of considering and voting on:

1. The election of directors;
2. An advisory vote related to the Company's executive compensation program;

3. The ratification of Deloitte & Touche LLP as the Company's independent registered public accounting firm for fiscal
year 2013;

4. An amendment to the Baker Hughes Incorporated Employee Stock Purchase Plan; and

5. The approval of the material terms of the performance criteria for awards under the 2002 Director & Officer Long-
Term Incentive Plan;

6. Such other business as may properly come before the meeting and any reconvened meeting after an adjournment
thereof.

The Board of Directors has fixed February 27, 2013 as the record date for determining the stockholders of the Company
entitled to notice of, and to vote at, the meeting and any reconvened meeting after an adjournment thereof, and only
holders of Common Stock of the Company of record at the close of business on that date will be entitled to notice of,
and to vote at, that meeting or a reconvened meeting after an adjournment.

You are invited to attend the meeting in person. Whether or not you plan to attend in person, we urge you to promptly
vote your shares by telephone, by the Internet or, if this Proxy Statement was mailed to you, by completing, signing,
dating and returning it as soon as possible in the enclosed postage prepaid envelope in order that your vote may be
cast at the Annual Meeting. You may revoke your proxy any time prior to its exercise, and you may attend the meeting
and vote in person, even if you have previously returned your proxy.

By order of the Board of Directors,

/ﬂ//%u (4jld%7

M. Lee Whitley
Corporate Secretary and Senior Corporate Counsel

Houston, Texas
March 14, 2013

TO ASSURE YOUR REPRESENTATION AT THE MEETING, PLEASE (i) VOTE YOUR SHARES BY TELEPHONE
OR THE INTERNET, OR (ii) IF YOU RECEIVED A PAPER COPY, THEN SIGN, DATE AND RETURN YOUR PROXY
AS PROMPTLY AS POSSIBLE. AN ENVELOPE, WHICH REQUIRES NO POSTAGE IF MAILED IN THE UNITED
STATES, IS ENCLOSED FOR THIS PURPOSE.
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Proxy Statement

This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors of Baker
Hughes Incorporated, a Delaware corporation (the “Company,” “Baker Hughes,” “we,” “us” and “our”), to be voted at
the Annual Meeting of Stockholders scheduled to be held on Thursday, April 25, 2013 and at any and all reconvened
meetings after adjournments thereof.

Information About the Notice of Internet Availability of Proxy Materials

In accordance with rules and regulations of the Securities and Exchange Commission (the “SEC”), we now furnish to
our stockholders proxy materials, including our Annual Report to Stockholders, on the Internet. On or about March
14, 2013, we will send electronically an annual meeting package personalized with profile and voting information
(“Electronic Delivery”) to those stockholders that have previously signed up to receive their proxy materials via the
Internet. On or about March 14, 2013, we will begin mailing a Notice of Internet Availability of proxy materials (the “E-
Proxy Notice”) to those stockholders that previously have not signed up to receive their proxy materials on the Internet,
If you received the E-Proxy Notice by mail, you will not automatically receive a printed copy of the proxy materials or
the Annual Report to Stockholders. If you received the E-Proxy Notice by mail and would like to receive a printed copy
of our proxy materials, you should follow the instructions for requesting such materials included in the E-Proxy Notice.

Registered stockholders may also sign up to receive future proxy materials and other stockholder communications
electronically instead of by mail. In order to receive the communications electronically, you must have an e-mail
account, accesstothe Internetthrough an Internet service provider and aweb browser that supports secure connections.
Visit  www.computershare.com/investor for additional information regarding electronic delivery enrollment.
Stockholders with shares registered in their names with Computershare Shareowner Services LLC may authorize a
proxy by the Internet at the following Internet address: www.envisionreports.com/BKRH, or telephonically by calling
Computershare Shareowner Services LLC at 1-866-540-5760. Proxies submitted through Computershare Shareowner
Services LLC by the Internet or telephone must be received by 11:59 p.m. Eastern time (10:59 p.m. Central time) on
April 24, 2013. The giving of a proxy will not affect your right to vote in person if you decide to attend the meeting.

The Company will bear the cost of any solicitation of proxies, whether by Internet or mail. In addition to solicitation,
certain of the directors, officers and regular employees of the Company may, without extra compensation, solicit proxies
by telephone, facsimile and personal interview. The Company has retained Phoenix Advisory Partners to assist in the
solicitation of proxies from stockholders of the Company for an anticipated fee of $8,500, plus out-of-pocket expenses.

A number of banks and brokerage firms participate in a program that also permits stockholders to direct their vote by
the Internet or telephone. This option is separate from that offered by Computershare Shareowner Services LLC and
should be reflected on the voting form from a bank or brokerage firm that accompanies this Proxy Statement. If your
shares are held in an account at a bank or brokerage firm that participates in such a program, you may direct the vote
of these shares by the Internet or telephone by following the instructions on the voting form enclosed with the proxy
from the bank or brokerage firm. Votes directed by the Internet or telephone through such a program must be received
by Computershare Shareowner Services LLC by 11:59 p.m. Eastern time (10:59 p.m. Central time) on April 24, 2013.
Directing the voting of your shares will not affect your right to vote in person if you decide to attend the meeting: however,
you must first request a proxy either on the Internet or use the voting form that accompanies this Proxy Statement.
Requesting a proxy prior to the deadlines described above will automatically cancel any voting directions you have
previously given by the Internet or by telephone with respect to your shares.

The Internet and telephone proxy procedures are designed to authenticate stockholders'identities, to allow stockholders
to give their proxy instructions and to confirm that those instructions have been properly recorded. Stockholders
authorizing proxies or directing the voting of shares by the Internet should understand that there may be costs associated
with electronic access, such as usage charges from access providers and telephone companies, and those costs must
be borne by the stockholder.

We will only deliver one Proxy Statement to multiple stockholders sharing an address unless we have received contrary
instructions from one or more of the stockholders. We will promptly deliver a separate copy of this Proxy Statement to
a stockholder at a shared address to which a single copy of the document was delivered upon oral or written request
to: Baker Hughes Incorporated, Attn: Corporate Secretary, 2929 Allen Parkway, Suite 2100, Houston, Texas 77019,
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+1 (713) 439-8600. Stockholders may also address future requests for separate delivery of the Proxy Statement by
contacting us at the address listed above.

Shares for which proxies have been executed will be voted as specified in the proxies. If no specification is
made, the shares will be voted FOR the election of nominees listed herein as directors, FOR the advisory vote
related to the Company's executive compensation program, FOR the ratification of Deloitte & Touche LLP as
the Company's independent registered public accou nting firm for fiscal year 2013, FOR the amendment to the
Baker Hughes Incorporated Employee Stock Purchase Plan, and FOR the approval of the material terms of
the performance criteria for awards under the Baker Hughes Incorporated 2002 Director & Officer Long-Term
Incentive Plan (the "2002 D&O Plan"). If any additional matter should be presented properly at the Annual
Meeting of Stockholders, it is intended that the enclosed proxy will be voted in accordance with the discretion
of the persons named in the proxy.

Proxies may be revoked at any time prior to the exercise thereof by filing with the Company's Corporate Secretary, at
the Company's executive offices, a written revocation or a duly executed proxy bearing a later date. The executive
offices of the Company are located at 2929 Allen Parkway, Suite 2100, Houston, Texas 77019. For a period of at least
ten days prior to the Annual Meeting of Stockholders, a complete list of stockholders entitied to vote at the Annual
Meeting will be available for inspection during ordinary business hours at the Company's executive offices by
stockholders of record for proper purposes.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to be
Held on April 25, 2013. This Proxy Statement and the Annual Report to Stockholders and the means to vote by
Internet are available at www.envisionreports.com/BKRH.

Voting Securities

The securities of the Company entitled to vote at the Annual Meeting consist of shares of its Common Stock, par value
$1.00 per share (“Common Stock”), of which 441 833,894 shares were issued and outstanding at the close of business
on February 27, 2013. Only stockholders of record at the close of business on that date will be entitled to vote at the
meeting. Each share of Common Stock entities the holder thereof to one vote on each matter to be considered at the
meeting. The presence in person or by proxy of the holders of a majority of our Common Stock issued and outstanding
and entitled to vote at the Annual Meeting will constitute a quorum to transact business at the Annual Meeting.

Assuming a quorum is present at the Annual Meeting, either in person or represented by proxy, the affirmative vote of
the holders of a majority of the shares of Common Stock present in person or represented by proxy at the Annual
Meeting and entitled to vote on the matter is required for the approval of the advisory vote related to the Company's
executive compensation program, for the approval of the ratification of Deloitte & Touche LLP as the Company's
independent registered public accounting firm for fiscal year 2013, for the amendment to the Baker Hughes Incorporated
Employee Stock Purchase Plan, and for the approval of the material terms of the performance criteria for awards under
the 2002 D&O Plan. The affirmative vote of the majority of votes cast with respect to the election of each director is
required for the approval of such director. There will be no cumulative voting in the election of directors.

Brokers, banks or other nominees that hold shares of Common Stock in “street name” for a beneficial owner of those
shares typically have the authority to vote in their discretion if permitted by the stock exchange or other organization
of which they are members. Brokers, banks and other nominees are permitted to vote the beneficial owner's proxy in
their own discretion as to certain “routine” proposals under the rules of the New York Stock Exchange (the "NYSE
Rules") when they have not received instructions from the beneficial owners, such as the ratification of the appointment
of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal year 2013. If a broker,
bank or other nominee votes such “uninstructed” shares for or against a “routine” proposal, those shares will be counted
towards determining whether or not a quorum is present and are considered entitled to vote on the “routine” proposals.
However, where a proposal is not “routine,” a broker, bank or other nominee is not permitted to exercise its voting
discretion on that proposal without specific instructions from the beneficial owner. These non-voted shares are referred
to as “broker non-votes” when the nominee has voted on other non-routine matters with authorization or voted on
routine matters. These shares will be counted towards determining whether or not a quorum is present, but will not be
considered entitled to vote on the “non-routine” proposals. Proposal 1 (the election of directors), Proposal 2 (the advisory
vote related to the Company's executive compensation program, Proposal 4 (the amendment to the Baker Hughes
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Incorporated EEmployee Stock Purchase Plan), and Proposal 5 (approval of material terms of the performance criteria
for awards under the 2002 D&O Plan) are "non-routine" proposals.

Broker non-votes will not affect the outcome of any matter being voted on at the meeting, assuming that a quorum is
obtained, although broker non-votes could prevent the total votes cast on Proposal 4 (the amendment to the Baker
Hughes Incorporated Employee Stock Purchase Plan) from representing over 50% of all securities entitled to vote as
required by the NYSE Rules. Abstentions, on the other hand, have the same effect as votes against the matter, although
abstentions will have no effect on the election of directors.

The following table sets forth information about the holders of the Common Stock known to the Company on February
27, 2013 to own beneficially 5% or more of the Common Stock, based on filings by the holders with the SEC. For
purposes of this Proxy Statement, beneficial ownership of securities is defined in accordance with the rules of the SEC
to mean generally the power to vote or dispose of securities regardless of any economic interest therein.

Name and Address Shares Percent of Class
1, Capital Research Global Investors" 35,155,093 8.0

333 South Hope Street
Los Angeles, CA 90071

2. Wellington Management Company, LLP @ 28,403,334 6.5
280 Congress Street
Boston, MA 02210

3. Dodge & Cox® 25,283,308 5.8
555 California Street, 40" Floor
San Francisco, CA 94104

(1 Capital Research Global Investors has sole voting and investment power over 35,155,093 shares.

(2) Wellington Management Company, LLP does not have sole voting and investment power over the shares.

(3) Dodge & Cox has sole voting power over 23,738,348 shares and sole investment power over 25,283,308
shares.
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Proposal No. 1
Election of Directors

In analyzing director nominations, the Governance Committee strives to recommend candidates for director positions
who will create a collective membership on the Board with varied experience and perspective and who maintain a
Board that reflects diversity, including but not limited to gender, ethnicity, background, country of citizenship and
experience. The Governance Committee strives to recommend candidates who demonstrate leadership and significant
experience in a specific area of endeavor, comprehend the role of a public company director, exemplify relevant
expertise, experience and a substantive understanding of domestic considerations and geopolitics, especially those
pertaining to the service sector of the oil and gas and energy-related industries.

When analyzing whether directors and nominees have the experience, qualifications, attributes and skills, taken as a
whole, to enable the Board of Directors to satisfy its oversight responsibilities effectively in light of the Company's
business and structure, the Governance Committee and the Board of Directors focus on the information as summarized
in each of the Directors' individual biographies set forth on pages 5 and 6. In particular, the Board considered Mr.
Craighead's 26 years of experience working for Baker Hughes in various officer and leadership positions. Similarly
the Board has considered the extensive backgrounds and skills of each of the non-management directors. Some of
the characteristics and background that were considered include Mr. Brady's experience and leadership of public
companies in the energy services sector and manufacturing sector together with his financial expertise; Mr. Cazalot's
role as chairman of the board, chief executive officer and president of a publicly traded energy company as well as his
40 successful years of experience in the global energy business; Ms. Elsenhans' positions as chairman and chief
executive officer of a publicly traded energy company as well as her 28 years of leadership experience at a global oil
and gas company; Mr. Fernandes' leadership roles in several public companies in the energy and manufacturing
sectors, including his service as a director of other public companies and his extensive financial expertise; Ms. Gargalli's
leadership and consulting experience, extensive public board service and her financial expertise; Dr. Jungels' technical
knowledge, executive roles, 41 successful years of experience in the international energy industry and service as a
member of public company boards; Mr. Lash's engineering and high technology knowledge and skills, his private equity
leadership, manufacturing background, public service and financial expertise; Mr. Nichols’ position as the executive
chairman of the board and former chief executive officer of a publicly-traded energy company, successful career building
amajor oil and gas company and his leadership in related trade associations; Mr. Stewart's many years as the chairman
of the board, president and chief executive officer of BJ Services Company; Mr. Watson's extensive executive leadership
roles and active involvement in a number of energy-related companies and businesses and service as a director of
other public companies.

All directors who are elected at the Annual Meeting of Stockholders will serve for a one-year term expiring at the Annual
Meeting of Stockholders expected to be held in April 2014 or until his or her successor is elected and qualified or until
his or her earlier death, retirement, resignation or removal. The proxy holders will vote FOR the eleven persons listed
below under the section “Company Nominees for Director,” unless contrary instructions are given.

If you sign your proxy card but do not give instructions with respect to the voting of directors, your shares

will be voted FOR the eleven persons recommended by the Board of Directors. If you wish to give specific
instructions with respect to the voting of directors, you must do so with respect to the individual nominee.
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Company Nominees for Director

The following table sets forth each nominee director's name, all positions with the Company held by the nominee, the
nominee's principal occupation, age and year in which the nominee first became a director of the Company. Each
nominee director has agreed to serve if elected.

Nominees

Principal Occupation

Larry D. Brady Former Chairman of the Board and Chief Executive Officer of Intermec, Inc. (industrial

Clarence P.
Cazalot, Jr.

Martin S.
Craighead

Lynn L.
Elsenhans

technologies). Mr. Brady served as Chairman of Intermec from 2001 to 2007 and as
Chief Executive Officer from 2000 to 2007. He served as President of Intermec from
1999 to 2001 and as Chief Operating Officer from 1999 to 2000. Mr. Brady served as
President of FMC Corporation from 1993 to 1999. He served as a Vice President of
FMC from 1984 to 1989, as Executive Vice President from 1989 to 1993 and was a
director from 1989 to 1999. Mr. Brady is a member of the Advisory Board of
Northwestern University's Kellogg School of Management. Within the past five years,
Mr. Brady served as a director of Pactiv Corporation.

Chairman since 2011, President and Chief Executive Officer and Director since 2002
of Marathon Oil Corporation, formerly known as USX Corporation (diversified
petroleum). He served as Vice Chairman of USX Corporation and President of
Marathon Oil Company from 2000 to 2001. Mr. Cazalot was with Texaco Inc. from
1972to 2000, and while at Texaco served in the following executive positions: President
of Worldwide Production Operations of Texaco Inc. from 1999 to 2000; President of
International Production and Chairman of London-based Texaco Ltd. from 1998 to
1999; President of International Marketing and Manufacturing from 1997 to 1998,
President of Texaco Exploration and Production Inc. from 1994 to 1996; and President
of Texaco's Latin America/West Africa Division from 1992 to 1994. In 1992, he was
named Vice President, Texaco. He is a director and Board member of the American
Petroleum Institute. Additionally, he is a director of the Greater Houston Partnership,
is a member of the Business Roundtable and serves on the Advisory Board of the
World Affairs Council of Houston.

Chief Executive Officer of the Company since January 2012 and President since 2010.
Chief Operating Officer from 2010 to 2012. Effective April 25, 2013, if elected, he will
become Chairman of the Board of Directors of the Company. Senior Vice President
from 2009 to 2010. Group President of Drilling and Evaluation from 2007 to 2010 and
Vice President of the Company from 2005 until 2009. President of INTEQ from 2005
to 2007. President of Baker Atlas from February 2005 to August 2005. Vice President
of Worldwide Operations for Baker Atlas from 2003 to 2005 and Vice President,
Marketing and Business Development for Baker Atlas from 2001 to 2003; Region
Manager for Baker Atlas in Latin America and Asia and Region Manager for E&P
Solutions from 1995 to 2001. Employed by the Company in 1986.

Former Executive Chairman of Sunoco, Inc. (transportation fuels and logistics) from
January 2009 until May 2012, and Chief Executive Officer and President from August
2008 until March 2012. She also served as Chairman of Sunoco Logistics Partners
L.P. from October 2008 until May 2012, and Chief Executive Officer from July 2010
until March 2012. She worked at Royal Dutch Shell in various capacities for more than
28 years. She is a member of the Board of Directors of GlaxoSmithKline, the Board
of Trustees at Rice University, the Council of Overseers at the Jones School of Business
at Rice, the Board of the Texas Medical Center, the United Way of Greater Houston,
and the First Tee of Greater Houston.

Age
70

62

53

56

Director
Since

2004

2002

2011

2012
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Anthony G.
Fernandes

Claire W.
Gargalii

Pierre H.
Jungels

James A. Lash

J. Larry
Nichols

J.W. Stewart

Charles L.
Watson

Baker Hughes Incorporated

Former Chairman, President and Chief Executive Officer of Philip Services Corporation
(diversified industrial services provider) from August 1999 to April 2002. He was
Executive Vice President of ARCO (Atlantic Richfield Company) from 1994 to 1999,
President of ARCO Coal, a subsidiary of ARCO, from 1990 to 1994 and Corporate
Controller of ARCO from 1987 to 1990. Mr. Fernandes serves on the Boards of Black
& Veatch, Cytec Industries and ABM Industries, Inc.

Former Vice Chairman, Diversified Search and Diversified Health Search Companies
(executive search consultants) from 1990 to 1998. Ms. Gargalli served as President
and Chief Operating Officer of Equimark from 1984 to 1990. During that period, she
also served as Chairman and Chief Executive Officer of Equimark's two principal
subsidiaries, Equibank and Liberty Bank. Ms. Gargalli is a director of Praxair, Inc., and
BioMotion Analytics. She is also a trustee emeritus of Carnegie Mellon University and
Middlebury College.

President of the Institute of Petroleum until June 2003. From 1997 through 2001
Dr. Jungels served as a Director and Chief Executive Officer of Enterprise Oil, plc. In
1996, Dr. Jungels served as the Managing Director of Exploration and Production at
British Gas plc. Various positions from 1974 to 1995 at PetroFina SA, including
Executive Director from 1989 to 1995. Within the past five years, Dr. Jungels served
as a director of Imperial Tobacco Group plc., a director of Woodside Petroleum Ltd.
and Chairman of Rockhopper Exploration PLC. Dr. Jungels is the Chairman of Oxford
Catalysts plc.

Chairman of Manchester Principal LLC and its predecessor company (high technology
venture capital firm) since 1976. Former First Selectman, Greenwich, Connecticut (city
government) from 2003 to 2007. Mr. Lash also served as Chairman and Chief Executive
Officer of Reading Tube Corporation from 1982 to 1996. Mr. Lash was a director of
the East West Institute from 2002 to 2011 and was a trustee of the Massachusetts
Institute of Technology from 2000 to 2011.

Executive Chairman of Devon Energy Corporation (independent energy company). Mr.
Nichols served as Chairman of the Board from 2000 to 2010 and as Chief Executive
Officer from 1980 to 2010. Mr. Nichols serves as a director of SONIC Corp., as weli
as several trade associations relevant to the oil and gas exploration and production
business.

Former Chairman of the Board of Directors, President and Chief Executive Officer of
BJ Services Company from 1990 until its acquisition by the Company in 2010. Prior
to 1990, Mr. Stewart held various management and staff positions with BJ Services
Company and its predecessor company. Mr. Stewart is a member of the Board of The
Alley Theatre of Houston, a member of the Advisory Board of the Children's Museum
of Houston, a Trustee of the Menil Collection and Chair of the Finance Committee of
the Menil Collection.

Chairman of Twin Eagle Management Resources (energy marketing) since 2010,
Chairman of Eagle Energy Partners from 2003 to 2009, Chairman of Wincrest Ventures,
L.P. (private investments) since January 1994, Chairman of Collegiate Zone LP since
2004 and Chairman of Sigma Chi Foundation from 2005 to 2012. Senior Energy Advisor
to Carlyle Investment Management Fund since 2011, Senior Advisor to EDF Trading
North America LLC and Electricite de France during 2008 (energy marketing),
Managing Director of Lehman Brothers from 2007 to 2008. Founder, Chairman and
Chief Executive Officer of Dynegy Inc. (diversified energy) and its predecessor
companies from 1985 to 2002. Mr. Watson is also a board member of Mainstream
Renewable Power, Baylor College of Medicine and Angeleno Investors, L.P. Within
the past five years, Mr. Watson served as a director of Shona Energy Company, Inc.

67

70

69

68

70

69

63

2001

1998

2006

2002

2001

2010

1998



Election Policy

It is the policy of the Board of Directors that any nominee for director who fails to receive a majority of the votes cast
for his or her election shall be required to submit a letter of resignation to the Board's Governance Committee. The
Governance Committee will recommend to the Board of Directors whether or not the resignation should be accepted
or whether such other action should be taken. The Board of Directors shall act on the resignation, taking into account
the Governance Committee's recommendation, and publicly disclose (by a press release and filing an appropriate
disclosure with the Securities and Exchange Commission) its decision regarding the resignation and, if such resignation
is rejected, the rationale behind the decision within ninety (90) days following certification of the election results. The
resignation, if accepted by the Board, will be effective at the time of the Board of Directors' determination to accept the
resignation. If the Board of Directors determines to accept the resignation of an unsuccessful incumbent, then the
Board of Directors may fill the resulting vacancy pursuant to the Company's Bylaws or may decrease the size of the
Board of Directors pursuant to the provisions of the Restated Certificate of Incorporation, as amended on April 22,
2010.

-Corporate Governance

The Company's Board of Directors believes the purpose of corporate governance is to maximize stockholder value in
a manner consistent with legal requirements and the highest standards of integrity. The Board has adopted and
adheres to corporate governance practices, which the Board and management believe promote this purpose, are
sound and represent best practices. The Board periodically reviews these governance practices, Delaware law (the
state in which the Company is incorporated), the rules and listing standards of the New York Stock Exchange ("NYSE")
and SEC regulations, as ‘well as best practices suggested by recognized governance authorities. The Board has
established the Company's Corporate Governance Guidelines as the principles of conduct of the Company's business
affairs to benefit its stockholders, which conform to the NYSE corporate governance listing standards and SEC rules.
The Corporate Governance Guidelines are attached as Annex A to this Proxy Statement, posted under the “Corporate
Governance” section of the Company's website at www.bakerhughes.com/investor and are also available upon request
to the Company's Corporate Secretary.

Board of Directors

During the fiscal year ended December 31, 2012, the Board of Directors held six meetings, the Audit/Ethics Committee
held ten meetings, the Compensation Committee held four meetings, the Governance Committee held four meetings
and the Finance Committee held three meetings. Each director attended more than 90% of the total number of meetings
of the Company's Board of Directors and of the respective Committees on which he or she served. All of the Company's
directors attended the Company's 2012 Annual Meeting with the exception of Ms. Elsenhans who was not a director
at the time of the 2012 Annual Meeting.

During fiscal year 2012, each non-management director was paid an annual retainer of $75,000. The Lead Director
received an additional annual retainer of $15,000. The Audit/Ethics Committee Chair received an additional annual
retainer of $20,000. Each of the other independent Committee Chairs received an additional annual retainer of $15,000.
Each of the members of the Audit/Ethics Committee, excluding the Chair, received an additional annual retainer of
$10,000. Each of the members, excluding the Chair, of the Compensation, Finance and Governance Committees
received an additional annual retainer of $5,000. Each non-management director also received annual non-retainer
equity in a total amount of $200,000, in the form of (i) restricted shares of the Company's Common Stock with a value
of $140,000 issued in January of each year that generally will vest one-third on the annual anniversary date of the
award (however, the restricted shares, to the extent not previously vested or forfeited, will become fully vested upon
retirement or on the annual meeting of stockholders next following the date the non-management director attains the
age of 72); and (ii) options to acquire the Company's Common Stock with a value of $30,000 issued in each of January
and July. The options generally will vest one-third each year beginning on the first anniversary date of the grant of the
option award (however, the options, to the extent not previously vested or forfeited, will become fully vested upon
retirement or on the annual meeting of stockholders next following the date the non-management director attains the
age of 72).

At the Board of Directors meeting on October 25, 2012, the Board approved a change to their annual retainer and
equity awards. Effective January 1, 2013, the annual retainer was increased to $100,000 and the value of the non-
retainer equity was decreased to $175,000. The non-retainer equity consists solely of an annual grant in January of
restricted stock units valued at $175,000 that vest 100% one year from the date of the grant. Option awards will no
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longer be granted except to the extent a director has elected payment of his or her retainer and committee fees through
option grants pursuant to the Baker Hughes Incorporated Director Compensation Deferral Plan (the “Deferral Plan”).
All Committee fees remain the same.

The Company previously provided benefits under a Director Retirement Policy (the "Retirement Policy"), which remains
in effect until all benefits accrued thereunder are paid in accordance with the current terms and conditions of the
Retirement Policy. No additional benefits have been accrued under the Retirement Policy since December 31, 2001.
Messrs. Fernandes, Nichols, Riley and Watson and Ms. Gargalli have accrued benefits under the Retirement Policy.

Director Independence

All members of the Board of Directors, other than Mr. Deaton, the Company's current Executive Chairman of the Board,
Mr. Craighead, the Company's President and Chief Executive Officer and Mr. Stewart, the former Chairman, President
and Chief Executive Officer of BJ Services Company satisfy the independence requirements of the NYSE. Mr. Stewart
does not satisfy the independence requirements because of his status as the former Chairman, President and Chief
Executive Officer of BJ Services Company which Baker Hughes acquired on April 28, 2010. Mr. Stewart will become
independent on April 30, 2013 in accordance with the NYSE Rules. Mr. Nichols was not independent during 2012
because sales by the Company to Devon Energy Corporation during 2011 exceeded the two percent test under Section
303A.02(b)(v) of the NYSE rules. On December 31, 2012, Mr. Nichols resigned as an employee of Devon Energy
Corporation making him independent under the NYSE rules.

The Board has adopted a “Policy for Director Independence, Audit/Ethics Committee Members and Audit Committee
Financial Expert” (“Policy for Director Independence”) included as Exhibit C to the Corporate Governance Guidelines.
Such Policy supplements the NYSE independence requirements. Directors who meet these independence standards
are considered to be “independent” as defined therein. The Board has determined that all the nominees for election
at this Annual Meeting other than Messrs. Craighead and Stewart, meet these standards.

Committees of the Board

The Board of Directors has, in addition to other committees, an Audit/Ethics Committee, a Compensation Committee
and a Governance Committee. The Audit/Ethics, Compensation and Governance Committees are comprised solely
of independent directors in accordance with NYSE corporate governance listing standards. The Board of Directors
adopted charters for the Audit/Ethics, Compensation and Governance Committees that comply with the requirements
of the NYSE standards, applicable provisions of the Sarbanes-Oxley Act of 2002 (*SOX”) and SEC rules. Each of the
charters has been posted and is available for public viewing under the “Corporate Governance” section ofthe Company's
website at www.bakerhughes.com/investor and is also available upon request to the Company's Corporate Secretary.

Committee Memberships 2012

Audit/Ethics Compensation Executive Finance Governance
Anthony G. Fernandes (C) Claire W. Gargalli (C) Chad C. Deaton (C) Larry D. Brady (C) James A. Lash (C)
Larry D. Brady Clarence P. Cazalot, Jr.  Clarence P. Cazalot, Jr. Claire W. Gargalli  Lynn L. Elsenhans
Lynn L. Elsenhans Pierre H. Jungels J. Larry Nichols Pierre H. Jungels  Anthony G. Fernandes
Clarence P. Cazalot, Jr. Charles L. Watson H. John Riley, Jr. J. Larry Nichols H. John Riley, Jr.
James A. Lash James W. Stewart H. John Riley, Jr. Charles L. Watson

Charles L. Watson James W. Stewart

(C) Chair of the referenced Committee.

Audit/Ethics Committee. The Audit/Ethics Committee held ten meetings during fiscal year 2012. The Board of
Directors has determined that each of the Audit/Ethics Committee members meet the NYSE standards forindependence
as well as those contained in the Company's “Policy for Director Independence.” The Audit/Ethics Committee Charter
can be accessed electronically under the “Corporate Governance” section of the Company's website at
www.bakerhughes.com/investor and is attached as Annex B to the Proxy Statement. The Vice President, Internal
Audit and the corporate internal audit function report directly to the Audit/Ethics Committee. The Company's Corporate
Internal Audit Department sends written reports quarterly to the Audit/Ethics Committee on its audit findings and the
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status of its internal audit projects. The Audit/Ethics Committee provides assistance to the Board of Directors in
overseeing matters relating to the accounting and reporting practices of the Company, the adequacy of the Company's
disciosure controls and internal controls, the quality and integrity of the quarterly and annual financial statements of
the Company, the performance of the Company's internal audit function, the review and pre-approval of the current
year audit and non-audit fees and the Company's risk analysis and risk management procedures. In addition, the
Audit/Ethics Committee oversees the Company's compliance programs relating to legal and regulatory requirements.
The Audit/Ethics Committee has developed “Procedures for the Receipt, Retention and Treatment of Complaints” to
address complaints received by the Company regarding accounting, internal controls or auditing matters. Such
procedures are included as Exhibit F to the Corporate Governance Guidelines.

The Audit/Ethics Committee also is responsible for the selection and hiring of the Company's independent registered
public accounting firm. To promote independence of the audit, the Audit/Ethics Committee consults separately and
jointly with the Company's independent registered public accounting firm, the internal auditors and management.

The Board has reviewed the experience of the members of the Audit/Ethics Committee and has found that each
member of the Committee meets the qualifications to be an “audit committee financial expert” under the SEC rules
issued pursuant to SOX. The Board has designated Anthony G. Fernandes as the member of the Committee who
serves as the “audit committee financial expert” of the Company's Audit/Ethics Committee.

Compensation Committee. The Compensation Committee held four meetings during fiscal year 2012. The Board
of Directors has determined that the Compensation Committee members meet the NYSE standards for independence
as well as those contained in the Company's “Policy for Director Independence.” The Compensation Committee Charter
can be accessed electronically under the “Corporate Governance” section of the Company's website at
www.bakerhughes.com/investor. The Compensation Committee oversees our compensation programs and is charged
with the review and approval of the Company's general compensation strategies and objectives and the annual
compensation decisions relating to our executives and to the broad base of Company employees. Theirresponsibilities
also include reviewing management succession; making recommendations to the Board regarding all employment
agreements, severance agreements, change in control agreements and any special supplemental benefits applicable
to executives; assuring that the Company's incentive compensation program, including the annual and long-term
incentive plans, is administered in a manner consistent with the Company's compensation strategy; approving and/or
recommending to the Board new incentive compensation plans and equity-based compensation plans; reviewing the
Company's employee benefit programs; recommending for approval all committee administrative changes to
compensation plans that may be subject to the approval of the stockholders or the Board; reviewing and reporting to
the Board of Directors the levels of stock ownership by the senior executives in accordance with the Stock Ownership
Policy; and reviewing any potential conflicts of interest of the compensation consultant. The Compensation Committee
is also responsible for reviewing the outcome of the stockholder advisory vote on senior executive compensation. The
Compensation Committee may delegate its authority to subcommittees.

The Compensation Committee is responsible for determining ifthere are any inherent potential risks in the compensation
programs. The Committee exercises risk oversight with respect to risks relating to the compensation of the senior
executives as well as the employees of the Company generally. The Compensation Committee seeks to structure
compensation packages and performance goals for compensation in a manner that does not incentivize employees
to take risks that are reasonably likely to have a material adverse effect on the Company. The Compensation Committee
designs long-term incentive compensation, including restricted stock, performance units and stock options in such a
manner that employees will forfeit their awards if their employment is terminated for cause. The Committee also retains
the discretionary authority to reduce Annual Incentive Compensation Plan bonuses and discretionary bonuses to reflect
factors regarding individual performance that are not otherwise taken into account under the performance goal
guidelines established by the Compensation Committee. The Company's stock ownership guidelines established by
the Board of Directors also mitigates compensation risks. During fiscal year 2012, the Compensation Committee
determined the Company's compensation policies and practices for employees were not reasonably likely to have a
material adverse effect on the Company. For more information pertaining to the Company's compensation policies
and practices, please read the “Compensation Discussion and Analysis” section of this Proxy Statement.

Governance Committee. The Governance Committee held four meetings during fiscal year 2012. The Board of
Directors has determined that the Governance Committee members meet the NYSE standards for independence as
well as those contained in the Company's “Policy for Director Independence.” A current copy of the Governance
Committee Charter can be accessed electronically under the “Corporate Governance” section of the Company's website
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at www.bakerhughes.com/investor. The functions performed by the Governance Committee include overseeing the
Company's corporate governance affairs, health, safety and environmental compliance functions, government relations
and monitoring compliance with the Corporate Governance Guidelines. In addition, the Governance Committee
proposes candidates for the Board of Directors, reviews the structure and composition of the Board, considers the
qualifications required for continuing Board service and recommends directors' compensation. The Governance
Committee annually reviews the Company's Policy Statement on Shareholders' Rights Plans and reports any
recommendations to the Board of Directors.

The Governance Committee has implemented policies regarding Board membership. The Governance Committee
will consider candidates based upon the size and existing composition of the Board, the number and qualifications of
candidates, the benefit of continuity on the Board and the relevance of the candidate's background and experience
with issues facing the Company. The Governance Committee also strives to maintain a Board that reflects diversity,
including but not limited to, gender, ethnicity, background, country of citizenship and experience. The criteria used for
selecting directors are described in the Company's “Guidelines for Membership on the Board of Directors,” included
as Exhibit A to the Corporate Governance Guidelines. In addition, the Company has established a formal process for
the selection of candidates, as described in the Company's “Selection Process for New Board of Directors Candidates”
included as Exhibit B to the Corporate Governance Guidelines, and candidates are evaluated based on their
background, experience and other relevant factors as described in the "Guidelines for Membership on the Board of
Directors." The Board and the Governance Committee will evaluate candidates properly proposed by stockholders
in the same manner as all other candidates.

The Governance Committee has established, in accordance with the Company's Bylaws regarding stockholder
nominees, a policy that it will consider director candidates proposed by stockholders in the same manner as all other
candidates. Recommendations that stockholders desire to make for the 2014 Annual Meeting should be submitted
between October 15, 2013 and November 14, 2013 in accordance with the Company's Bylaws and “Policy and
Submission Procedures for Stockholder Recommended Director Candidates” included as Exhibit D to the Corporate
Governance Guidelines and are also available upon request to: Chair, Governance Committee of the Board of Directors,
P.O. Box 4740, Houston, Texas, 77210, or to the Corporate Secretary, c/o Baker Hughes Incorporated, 2929 Allen
Parkway, Suite 2100, Houston, Texas, 77019. Such recommendations should be accompanied by the information
required under the Company's Bylaws for stockholder nominees and in accordance with the Company's Policy and
Submission Procedures for Stockholder Recommended Director Candidates.

In connection with the 2013 election of directors, the Company has not paid any fee during 2012 to a third party to
identify or evaluate or to assist in identifying or evaluating such nominees. In connection with the 2013 Annual Meeting,
the Governance Committee did not receive any recommendation for a nominee proposed from any stockholder or
group of stockholders.

Stock Ownership by Directors

Each non-management director is expected to own at least five times his or her annual retainer in Company Common
Stock. Such ownership level should be obtained within a reasonable period of time following the director's election to
the Board. All non-management directors have met this ownership requirement.

On February 28, 2013, the Board of Directors, upon the recommendation of the Governance Committee, approved
changes to the Securities Trading and Disclosure Policy to prohibit pledging of the Company's securities as collateral
for a loan, holding the Company's securities in a margin account in which any margin activity is undertaken, purchasing
financial instruments (including prepaid variable forward contracts, equity swaps, collars, exchange funds or other
instruments) that are designed to hedge or offset any decrease in the market value of equity securities of the Company
or writing options on the Company's securities. The changes to the Securities Trading and Disclosure Policy will be
effective on January 1, 2014.

Stockholder Communications with the Board of Directors
To provide the Company's stockholders and other interested parties with a direct and open line of communication to
the Company's Board of Directors, a process has been established for communications with any member of the Board

of Directors, including the Company's Lead Director, the Chair of any of the Company's Governance Committee, Audit/
Ethics Committee, Compensation Committee, or Finance Committee or with the non-management directors as a group.
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Stockholders may communicate with any member of the Board, including the Company's Lead Director, the Chair of
any of the Company's Governance Committee, Audit/Ethics Committee, Compensation Committee, or Finance
Committee or with the non-management directors of the Company as a group, by sending such written communication
to the Company's Corporate Secretary, c/o Baker Hughes Incorporated, 2929 Allen Parkway, Suite 2100, Houston,
Texas, 77019. The procedures for “Stockholder Communications with the Board of Directors” are also included as
Exhibit E to the Corporate Governance Guidelines. In addition, pursuant to the Company's policy to request and
encourage attendance at the Annual Meeting, such meeting provides an opportunity for stockholders to communicate
with members of the Company's Board of Directors in attendance. All of the Company's directors attended the
Company's 2012 Annual Meeting with the exception of Ms. Elsenhans who was not a member of the Board at the time
of the 2012 Annual Meeting.

Business Code of Conduct

The Company has a Business Code of Conduct (the “Cede of Conduct”) that applies to all officers, directors and
employees, which includes the code of ethics for the Company's Chief Executive Officer, Chief Financial Officer and
Chief Accounting Officer and all other persons performing similar functions within the meaning of the securities laws
and regulations. The Code of Conduct prohibits individuals from engaging in, or giving the appearance of engaging in
any activity involving a conflict, or reasonably foreseeable conflict, between personal interests and those of the
Company. Every year, each of these Company officers certifies compliance with the Company's Code of Conduct and
the applicable NYSE and SOX provisions. The Audit/Ethics Committee of the Board of Directors of the Company
oversees the administration of the Code of Conduct and responsibility for the corporate compliance effort with the
Company. The Company's Code of Conduct and Code of Ethical Conduct Certification are posted under the “Corporate
Governance” section of the Company's website at www.bakerhughes.com/investor and are also available upon request
to the Company's Corporate Secretary.

The Board's Leadership Structure and Role in Risk Oversight

The Board has five standing committees: Audit/Ethics, Compensation, Governance, Finance and Executive. Other
