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Latshaw Drilling Founder: Embrace New Technologies, but Make

Rig Personnel Top Priority

In tha oil and gas drilling indusiry's rush to embrace new
technologies, i's importan
o the relative value added by Those lechnalogies.

Buri's absalutely criical for adrilling cantracter to mainiain
quality rig crews. The mast advancad drilling technelegies in
tha world can't compansate for o lack of lop-natch parsannal.

Tha's preity much the drilling world view of Trent Lalshew,
lounder and owner of Latshaw Driling Cempany. We
vacently had the opportunity lo visit with Laishaw af his
company headquarlars in Tulsa fo disauss the weferan drillar’s
views en the state of the induslry and his appreach 1o the
delling business.

Getting higger overnight

The wsually low-profile Latshaw Drilling mada headlines
in lole 2012 when it aequired Keen Energy Services,
based in Stillwater, Oklahoma, fram NYSE-listed Leucadia
Matianal Carparaticn.

The combination resulted in @ tokal fest of 41 drilling rigs—
24 Keen plus 17 Lalshew units and 1,000 emplayees, af
the time making Lalshaw the second lerges privlely owned
drilling contractor bosed in the LS. behind Oklohama-
based Cadus Drilling and s 59 rigs.

That slahs. may have been brief, as shortly after Lafshaw
mede he Keen purchase, Sidewinder Drllling cequired Unicn
Drilling, making for @ combined feet of &1 rigs, including
two Union rigs under canstruction. Howsver, with a rig
replozement cyele sl yet 1o run s course, those renkings
wse likely to chonge agoin before long.

And Trent Latsharw hinks o rig selirement cyele s definiiely
il undar wr

o mechanical rigs ore son of @ dying bresd” he
said. “Thet's nel 1o say that there arenl a lai of them sl
working—In the Permian Basin, for excenple.

“A lot of the smaller independants don't care so much
what kind of rig you hove, whether it's on AC rig or o small
mechanical rig thal you een rig down, move, and rig up in
24 hours. They're all about: What is # gaing io cost ma o
drill my well? And i they con get a rig Io da it for $14,000
or $25,000, you know which way they're going 1o go."

That seid, latshaw admite thot with mere and mers of
the fleel going 1a horizonial drilliag, it makes it harder fer

| Market Dynomics
-

smallor rigs 1o compete in o market thal incraasingly favars.
bigger rigs wilh 1op drives and walking systems te handle
longes laterals ond mulliwell pad diilling. His company is ro
exceplion ta the trend: “We modified 8 of our rigs in the last
4 menths with walking systems, and we're siill nat through.
Out of cur 41 rigs, 33 have lop drives.”

With the Keen acquisitin, Lalshaw oblained @ numbar of
rigs designed Io sk

“skidding cccomplishes the same thing os walking, if you
just want fo drill walls in @ raw, If you want ke mova orer an
il wells in & perallel row, it stl works the same but you
have e mave the whale rig cver. With & walking system, you
can besically keep all of the ‘backyerd’ whers ifs at end can
move over sidewiays and start a new row—ihere are some
addifional efficiencies there.”

Going ferward, ol Latshew rigs are geing 1o be modified
for wolking vs. skicding—currenily, 60% hova wolking or
skiclding systems, clihough only about 25% of them are
using these syslems ot present.

Rig retirement cycle
When it comes fo talk of a possble averbuil rig flest in
today’s morket, Latshaw contends it doesn't even
Gompare 1o indusiry’s situalion in the mid-1980s, when the
US aclive rig counl steeel of abeut 4,500 and the nallens
rig flast totaled obout 5,600—and the subssquent ofl prics
collapss ecimated the Aest itself s well o the ronks of
eperclors and drillng contractors.
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Executive Profile: Trent Latshaw

Trent Lotshenw bull Letshew Dullmg ety much the way
be built s carser: by his

The Palestine, Texas, rative dcmdud Y e
hat he wanted 1o be a drilling contrasior, After Irying his
band at wildlife management attendiag the University of
Alaska-Fairbanks, in 1973 Latshaw londsd his fist ok
in the oil and gos business as a roughneck in Alaska's
ook Inlet. Swilching te pelroleum engineering af Texas
ALM, he later ended up werking os o drilling engineer
for Parker Driling and then ARCC in Alesks.

Still in his 20, Latshow launched his contract driling
business with two new dieselel drilling rigs [1,000
bp and 2,000 hg) in 1981 werking jobs in Oklahame.
Wih the subsequent industry bust, he meved the rigs fo
South Texas ond the Gulf Coost but ulfimately relinguished
the hwo rigs ko his lendsr,

I the years the followed, Latshow did some consuling
work while he roisad funds fo buy equipment. During
19851962 he bought ot cuetion ond from financial
institufions about $100 million werth of rigs for about

n and subsequently urned thel effert info an
assel play, selling ¥ of the 10 rigs he bought 1 oversecs
customers for about $20 millien.

By reinwesting his profils in the business, Latshew bought
more equipment and refurbished his sole remaining rig
for abaut 3.5 millien and pul it work in Norh Texos and
than in tha Bamet Shale starfing in 2003,

By

He was able lo negoliale some long-lerm conlracs
wilh Chesapeake Energy and X102 o buikd some
e =E T e e T e
invastors in fovor of a senier debl deal, he ulfimalely
secured the financing thal resultec! in the censtruction of
11 rigs during 2005-2007 cnd the subssquent aclition
of 1 newbuild per year for the next 4 yaars. Except for the
ariginal mechanical rig, sll were SCR rigs.

Keen acquisition

With 17 recenlvintoge rigs in his fles, Lotshaw mode
a deal that proved wansformative for his compony—
acquiring Keen Energy Services in 4G 2012, That beowred
the Latsherw flaet 1o 41 rigs, Tnclucling two Keen unils uncler
construction, and making the company the sscond-biggest
privete driling contractor in the LLS. of the fime. It also
added o lonspertalion business—30 hucks, 30 talers,
and 4 hydraulic cranes, oll iy new:

Loishaw wouldn't disclose the fransoction price but
(it o S R ) ey OO e s
financed threugh debi.

Unless @ Syeor cantract for @ newbuild peps up, Latshew
says he just wants 1o concentrate on the existing business,
vpareding the former Keen rigs and paying down debs.
He wonls lo confinue lo grow his business, bul ‘geing
public is prol:ably the last thing I'd want 1o do.*

4

“| den't think Indlusiry’s in any donger of a massive overbuidl
of rigs he soid. “Thal dossn't mean thara won't ke thase
cyelas in which rigs ara being kaicl down, like in ‘08 and ‘0%,
when gas prices [collapsed] and yeu hod o surplus of rigs

That said, the number of newbulds entering the Aeef hos
dwindled, yet lalshaw questins the need far cny more
stale-ofthe-ort newbuilds to be cdded fo the fleel foday
when some of hese premim rigs recenily hoving enleresd
sarvice are clready gefling slacked

Equally puzzling for him & the willingness of some
eparatars K still commil ko lengthy heen contradls fox thase
promium newbuilds.

“lf I'm on eperctar, why weuld | went te commit o o
[newhuildl] AC rig uncler o Juecr cenirect when | <on go
find an existing AC rig thot's stucked and maybe 3 years
old that | con commit to for 6 months or @ year2™

Latshew hos signed  few ferm conlrocts, bulthe ferms are
relatively beick

“Wa'ra seaing some ferm contracts for carlain rigs, SCR
e AC rigs wit tep drives, for 1-year contracts. Seme are
lor & menths, bul 1 year is the max. Fer @ Jyear contrec),
sure, [l build o rig.

“Thal's net to say we might not build @ rig on spes,
depending on market condifions. Bul we're nol geing to do
i with & whele bunch of [everage.”

When Latshaw was building his company, alter o large
buildup in 20052007, he was building cne rig o year on
spac hrom cash fow: "I wasn't going out and borrowing
additionsl money ta d it I gat il o werk, then Id st an
anather one, if | hought the market dictcted I It fokes me
about & year o build a new rig.”

Current status

Af present, Latshow has o few rigs stacked but olse has put
several units back fo wark of fhe same fime cthers have laid
down—kird of frending sdeways.

He also saes day rafes remaining lorgely sioble: “Cur
1,500 b lap cive/iwalking rigs are In the low $205, andl
they're sible there

He's also nel that cancermed about the margin squenze
seme of his competitors have been bameaning lately.

“labaor costi—which are about 75% of dally aperafing
costs—are prelly steady.’ he soid. “We havent hod any
wegs increcses in a while, and | think we'rs compelifive
in the morkel —prelty much in the upper 3%, | domt see
wages going anywhera up or dawn

1f the gas dilling ever starts fo pick up again in respanse
to, say, $5-&/8dl, Latshaw thinks the rig market coukl
tighten up agein in & hury.

The Land Rig Mewsletrer | 3



Market shifts

As is olwoys the case in this cyclical inclusiry, the market can
change pratty abruptly; tocloy’s hot region can cool off and
vicewersa. So regional fexibility is an mperalive.

“Three yeors ags, Eosl Texas was eur concenlration of
aetlvity. But gas prices sared lo get sofl, ond o o
wis starfing o pick up. At the time soma folks in the Permian
Basin were siarling 1o kook for some befter rigs.

“We started @ migration and lefl Easl Texas for the
Permian. Up unil that time we cnly had one rig in the
Parmian, hoping thot we could get it out of there because
we thought it was a dead basin, So then we slowly started
to migrale west end grodually meved all of our rigs ol of
East Texas and maved them la the Parmion. We hod one
1ig in the Eagle Ford that recently want cut 1o West Texns.”

For now, with 18-20 riga in Ihe Permian, laishaw hos
almas halfits rig fleet there and the ether helf in Oklchoma,

“Right new | den' see then changing, but 5 years ogo,
1 dint 325 Eosi Tawos changing siher.” Thers were some
i up in the
Eadl to West ,hm in Texas, but for me mos part he hod litlle
diffieully recrailing honds frem Eest Texss end lLovisiena.

“Tha only changs we made was fo g fram 7 an/7 off o
14 on/14 off, becausa it takes o day to drive oul to West
Texas o Mew Mexice.”

Are AC rigs really worth it?

While Lofshaw acquired some AC rigs with Keen's feal,
he carlainly isn'i as smitten with tham os some of his
‘compefitors are,

*Thars dre cartain things with an AC rig thal are benaficial,
but yeu also pay for thl

He claims s customers want b ses the addled benafit o
hiring an AC rig vs. an SCR rig that goes beyond o simpls
breokeven on efficiancies gained va. the cdded coal. His
customers lell him thel f ifs nolhing mere than o wash, then
SCR rigs are fine

lakhow ocknowledges thal most of the newhuikh
wnlering the market are AC rigs and that that trend is likehy
to centinue—but for the mest parl, they ere replacing
machanical rigs, with a few SCR raplacemants mainly being
2k, chsolete units. *You lock al the rig Aest...ond thers are
shill o lot of SCR rigs oul there.”

My of the SCR rigs working lodoy were buill around
2006, Loishaw says, and they could lost ancther 20 years.
50 SCR rigs will remain o key part of the rig flas!, vnless the
cparators consensys mores exchisively toward lavering AC
tigs, "anel | donft think ha's going to hey

He it comvincad hat an AC g offers hat much I the
way of addsd bensfil aver on SCR rig, corfending that the
equipment vsed by both medels i3 lorgely the same, from
wud systems fo gen sels lo lop drives

The one noleworthy advantage an AC rig offers, soys
Laishaw, is weight conlrol an bil: “Yeu've gol some nice
campubrized tochnology ime, whers you get- o

4| Tha Lond Rig Mowslro

nics consifont foed off your dlillng compared wit
conventions| drowworks "

But Lotshew conlends hat his SCE rig erews can irip e
faslor than an AC rig can, ‘and that's  lof of your I
when youre driling & woll. Magbe ey <cn 4l Taster
because of the feed-of, but we can tip faster, and aur rig
rates cre less.”

He noies, “As far o3 hoisting dead weight cut of the hols,
pipe to chongs the bit, in o lof of coses [an SCR rig] can
aclually Irip fasler (1han on AC rig] because thel thing is
compulerized, cnd you can ealy go o cerian speed, and the
compuler fohes cver cnd slows down while you sef the slis.”

Latshaw adds that AC rigs have their own unique
maintenance issues as well: “Treubleshosting these electrical
compuler ecmpeneats semelimes is a nightmars.”

AC bandwagon?

To ceriain degres, Lotshow contends, much of the growth
in demend for new AC rigs stems frem some excaplionel
marketing afforts on their behalf 1o Wall Street onclysts
and major ol companies by drillers heovily invested in
buikding ther.

It wasat necessarily the mest active eperaters in the LS.
who were signing all these ceatiacts lor state-cbhe-art
AC newhuilds, he paints oul. Al the same fime, they oli
appealed 1o the new generation of drilling engineers whe
grew vp with compulers and vides gomes and who migh!
be dezzled by o driller’s consele studded with joysiicks anel
computer graphics,

In such circumstoncas, drilling wHK,lsnm-s and dril fimes.
wight even ke beside the poinl, he

Latshaw also ocknowledged That thess factors have
helped crecte something of o bandwagen sffect thet
convinced the most active independent opercfors and
his cempany’s compelilors—and even his ewn cempany,
perheps grudgingly—le sign en wit the compeign 1o adsd
AC rigs 10 thair flests

Somelines, he partls o, o iller e 1o aesmmedkie
his cusiomers prafamncis shalli b, sheras e < el

VI | want e be cble 1o werk across the spectrum [of
pofential customers] and be able to work with [0 majer oil
comperny], then I'm geing fo have 1o geten board with whet
the cuslomer wenls in new fechnelegy.”

Focus on efficiency

For all the lalk about anhancing drillng efficiancies, there
may be practical limis on how much mere technology
advances <an be mede Tn lerms of improving drlling
sfficiancies, accarding to Latshow.

“You know, 90% cf the improvements in driling weve
seen in the past few years are all downhole related —new
FOC bits, muel molors, refory sleerables, etc.

“let's faca #: A drilling rig is nothing mare than a huge
block ond tackla syslem 1o hoist dead weight in and cut of
a hole.

Iy 2013



Latshaw Drilling has. inifiated a novel program that
helps college studeats focused en drilling snginesring
goin voluable, honds-on experience in the fisld: o
summer job that is @ hybrid of roughneck and drilling
engineer Irainee.
Uliimately, beih the diiller's customers cnd his own
business could benefil frem the program in o mofericl
But founder and ownar Tren! Lofshaw coniends
thel the primary metive was recognizing the oil and gas
indusiny's urgent need 1o develop fresh new Ialent as the
loy bocmers exit the business,

Huw it got started
he ialive has its rools in an American Asseciation
i Driling Enginears mesling where thers was a panal
session on whal's i like to be  drilling engineer. Al the
wnd of the QRA that followed the panel, Latshaw slood
up 1o address the gothering
He: noteel thet in the post he had iried 1o hire o couple
of pefrolsum enginssring students for summer jobs and it
jush diclr't werk ot
Addressing especially the pelroleym  engineering
studenls In otendance, Laishaw stressed the velue of
e e e o e e g
sven @s a summer job roughnecking—in porticular how
they, as driling engineers werking for an operating
company Tn the futurs, might betler appreciate wha the
1lg crews have te deal with day to day and how, in bu,
the rig personnel they'd hows to deal with might have
more respect for them becavse of thel experience.
lu\shuw told the audlence thal he wos locking for o
good men” and invited the sudents to see him if
Ihnywl:rw et o o A ety 1 Woh
T T D P e S e e s
anel everybedy said they weuld keve 1o have that job
working on a rig.*
With only three or four posiions ovailable, Latshaw
encouraged the shudents lo submit their resumes via
cmuu, cleng with a nole explaining why he should hire

=
Latshaw Innovates Hybrid Summer Rig Job
to Train Future Drilling Engineers

them. Then he contacled some of his customers to ask
them I they were interested In parlicipating in his ad hez
program bacause of the benstits thet might ocerve from
later hiring a chilling engineer with soms recl exparienca
on arig. He ended up hiring four of he students and was
able to persuadle his customers lo chip In te cover half the
pay for three of them.

Training

One hurdle in this program was thel the students’ jobs
were atriclly summeriime jobs, and Lalshew's roughneck
iroining program losts 3 months—part of the company’s
insistence on infensive Iraining of every level of o rig crew.

1 didet wernt 1o pul Them oul there wilth just s serub
brush bacause they're o warm, bul af the same fime didn't
waont fo just put them out there as a roughneck, bacausa
ST e e T [ p e e
tailaing program frst.”

So the company developed an cccsleraled training
program for these stucent summer hires, accompanis
by o menior

"S5 they're deing a rovghneck’s job, bul clss when
we're al o cerloin peinl in o wel, such as nning cosing
or dmng o cament job, wa shift them over 1o the company

e e e o it e s
involved n delig the well.

Results
Thores]

" dsdLatsh

"Il gel o where [ihe sudents] were sch good hands
thel the oiher guys o the rigs were Irying 1= tolk hem cul
of going back o collega—bacausa hay were such
Imngdx"ﬁwy i e e

Whil thiws i ght e sour bar g ol Bve i o Latshaw’s
company frem this kind of pregrem, they arenl inmedicte
or substantial. The real mofivation, he says, is his sense of
chligation, shored with some cperators, fa frain the next
generation for the o and gas indusiry’s future werk force.

oy

I thel's he case, then how do we ge mare sfficiency
<t of our aperctions? How do we impravs the flat fimes—
tunning casing, csmenting, minimizing dawniime n the rig,
improving rig up/rig down fimes§"

He nated That cusiemers ond deillers alike these doys are
Iscused more sharply en g moves. “We are very sensilive
ta tha, and wa Iry o do a lof of things to improve our rig
mavas. Unlerlunately, a ot of our downtime an rig moves i
waiting on trucks.”

There's also o litle bit of NPT perhaps ossaciated
with sofety measures, but that's a small price to pay for
embracing o salely culure, according o Latshaw, Whersas
some smaller companies might be interasied in getling their
wells driled s cheaply as possible ond might be willing lo
lock the alher way, thal dossnt fly wilh Latshaw. He says
he reluses lo risk fhe safaty of his crews jus! 1o oppease an
aperalor who wants a well drilled faster

Ceatinsad 42 Page §
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Market Dynamics

We recantly inlfiled our enalysis of 2G: 2013 duwu
for drlling lencu‘n:\ts ameng he mesjor unconve

Pleys. The prolininary resulls showe that the mduslry
cverage spudke-relaase time for several plays oppeors
to hove increcsed, reversing the tend of steady

Wolfeamp well in Q2 that didnl dril one in Q1. Oul
of those © operators, 4 of them hod never drilled o
harizental Welleomp well until 2Gr 2013,

improvements in drilling sfficiencias, Locking af the Rig Count by Company Classifisation
plays where the industry avernge spudicrelease time 5
increosad by more than | day revecls that the mojority | Cmylles B MMGg WGy Shwe
of these ploys are oil and high liquids-content pleys. Maors n ] @ B

We clidn’t think that was just happenstance, since Lngelop & @ " a
the price of WII has remained mosily in the $90s ity 7 i o P
from 1Q 2013 through 2G 2013 and rising into the i - -
$100s starting In 3Q. Sustained high il prices have o # o
histarically been a catalyst for increased activity, and Frivate {ompmics 432 L] 1 7%
that appecrs to be the case here—with o resuling Tonal 15 g [
decrease in drilling efficiencis.

One of the plays thet shewed o decline in deilling
dficiancies wis the Egle Ferd, whete the indusiry
cverage rig spuce-elease inersased by 2 days in Rig Counts by Rogion
the secend quarter, Leoking ol the data revealed thet B She o
The exira fims wasyl o resul of extencling letercls, Do ] ol Colin =y
a5 he avarage for that melric mmained flal between Gulf oot ¥ 2 B B M
the quariars. Instead! it was an increasa of 17% in the ey S T
nwm sperators. drlling herizontal wells in the e e i o
play. Some of these opsrators hadhl bean confinvausly bdybomis B 10
drillng horizontal walls in the ploy previously, and their v i
avaraga spuddorelease fimes wera greater fhan those (L
of the more established operaters, and so tha indusiry Arkinlex B S@
average was pulled up. Galifaumia E [ -

In the Wellcamp if was the same case. In the second Appalodic 12 1w
quarter, the indusiry avarage spudto-relaase fine for o Oher F I
rig driling o horizentol Wollcomp well increcsed by § Us. )
days. There ware 9 aperaiors tha drlled o horizonial

Total U.S. Land Rigs by Operator Class.

Operuter Giss Wgs  MIMChg  YOVChg. Operotors MIMChy. YOV Chg.  Avg. Rigs/ Operalor
104 Rigs 624 (34] (181) 32 (] (6] 258

49 Rigs 31 12 5] 52 i [F] 80

<1 Rigs 480 30 ? 360 4 U] 13

Totol 1.615 8 075 444 1 & 36

Total U.S. Land Rigs by Contractor Class

Gontracwr Gozs  Bigs MIMChg YOV Chg  Conkaclors MTMChg.  YOY Chg.  Avg Rigs/ Contractor
largs Roar 543 3 [ e E & B0

S ot 645 ® ey 23 i st 280
SmallBeat 427 14 nop| 154 2 1 28

Tatol 1,415 B n7gy| 180 2 [ 90

ig Newsl
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While there wos an increase in the cperators, the
quarterly cverage rig counts remaned meslly flat, as
some cf the operctors with mere rigs in these plays
scaled back o lifle—ond thet is noficeable in fhe 10+
actlve rigs speratar class.

The 104 igs operater class total count rsciched o J-year
low on the drop of 34 rigs frem the pravicus month. The
current count 1s now 71 rigs below the January coun
A net loss of 15 rigs by the top 10 operators combined
with the less of 2 eperaters in the 104 rig class led 1o the.
losge drop this menth. The 4-9 rigs group's total counl,
benefting frem the drop in the 10+ rigs coun, sellled
ewer 300 for the first lime th The 3 rigs o fewer
okl count reached & 2013 igh tis momth.

The Mid Flest contractor class fotl count fell to its
lowsst leval of the yacr ancl is currently 13 rigs below the.
2013 cverage. In July, the Small Flest contractors’ class
fied! it 2013 high, recched in April, and 1s currenty 18
rigs albowe the 2013 average.

Chevien clases the month up 5 active rigs, 1ts highest
count since February, leading 1o o nel gein of £ rigs
for the Malers company class—a YTD high. The Large
Cap class Is of it lowsst count of the yeor, leacing
o its lowest markel share of the year, new down 4
percentage points YTD. The Privale Companies class
increased it market share by 2 percentage paints this
menth and bas picked up the 4 parceniage peinls lox
by the Lasge Cap chass this year, The current Mid Cap
class count is lewest ceunt for the year

Available Rigs by Region The aelive rig count increased by & figs
Segin Jlyls WGy MGy in July to reach ils highest count since June 2012, whila
Sppuudia 7 ) ; the Rocky Mounlains count raoched s highast count
i 5 4 @ since lost November. The Calformia court suffered s
i largast lass YT this month and dropped back below
(ablrnie o ‘ § 40 rigs after closing out the last 3 months obove thot
ulf Gt @ [ 7 mark. The Pormian Basin count saems o be stobla in the
r— 5 I W 45015 over the lust several menths. Despite the YOY loss
Pemie Bosin o 3 3 of 94 rigs i the Parmian Besin, the number of hrizontal
: rigs there s up 17 Y, while the number of AC rigs in
dachy By G 4 Ll the Psrmian Basin is up 25 YOY. Currantly, the Permian
South fezs & a o AC rigs account for 20% of the tolal aclive AC rigs,
Oher il 4 b whersas this fime st yor it was only 18%
Wilh the markeled coun! now calching up 1o The
more sloble Parmion Besin aclive counl,
Ty Coeets, @ (e Tarhoied Bkl | e umber of avellable rigs in the region
Major Uromentione! gy L L) H Utlimion  Sbai¥] | i al it lowest tolly since lasi July. The
ot » 7 Fra— T | 500-999 hp class accounls lor 63% of
3 ¢ i ™| the available rigs in the Permian Basin,
fapettntle i [ aoe 5| p trom 52% last month, which could
Humasiille ES H 2 95 5 exploin why there was o drop in the
Marcellus i) 5] 1) el L day rates this month for o 500-999
Arkoma Woodkord i & @ 5% 0% hp Permian Basin rig. The 500-999 hp
i ) 5 I availoble rigs i the Permion Bosin make
;’;’:’“m S O L 1p 38% ol el e i
" class currently in the U.S.
Anadurko Worlord k) - &) feid b The Mississippion active rig count cleasel
Andmere Woodlord & 3 7 05 ¥l out July below 80 for ths first fime since
Ui P 2 [ 3| 4G 2012, whils the Bamelt reachad its
) i " i 7 o & highast count since March of this year. The
g ; .| DI Basin octive count, mastly comarising
Gl W ”' ’ @B Kb cgs, Is o an alltime high and
Misissippiar 7 L] 7oA il up 13 rigs YTD. The Granite Wash count
Miest i 1 (#7) 485 pich hos clso seen a shght fise in the number
Vi oomeatord B 1093 W R 68| of active rigs and is jus a halr below the
e 801 mark, semething that it hasa been

o since Dacember of last year
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Personnel crucial

A canversation with Loshew cbout the drilling business tends
I fecus on o maxim we heerd savercl fimes: “If all comes
dewwn 1o how you lreat your pesle.”

He conlends the emphasis on perssnnel sheuld remain
topmest for a drillng coniracier, especiolly in the conlext of
toping o e ety

But thal dossdl mean he indvkies wean sxparierced fig
werkers whe ere reluctant 1o embrace technolagy.

“You get an board with new fechnolegy or gef left bshind.
Computers are just analher focl, You hove 1o lsarn new skills,
just a3 the previous generclions have.”

That said, if anylhing, pecple ore more inporiant o the
delling business thon ever before, regardless of the foncy
balls and whisles that coma with new lachnology.

“You can ge! a brand AC new rig and put [on incompetent]
crewon i, and theyll have tht sucker lorn up in a heartbeat,*
Latshew said. *You can have an <ld, junky mechanical rig
ond put o good crew on i, and they'l hove that sucker
humming ond cuiworking some of those high-tech rigs.*

Agin, the tnuism helds thel the driling business is o “pecple
business‘—and Latshaw applies that o his own peopla as
wall as to his customers.

Al sortm of the bigger conkicction, “youva just por of @ oast
i theusands, you're just a number, When @ rig goes
yeu're Just cutef o job”

When a Lalshaw rig lays down, the company Iries o kesp the

Hiring, cmnin%impme
The main way Latshaw tackled the challange of worker
ratendicn wos by fightening up the company’s hiring process,

*Histerlenlly, the wey mos! rigs gol their erews wos by
someone showing up ol the rig site laoking for work and
eing told they'd call f the rig manager faund himsslf short-

. Thare veser't inwch o a scvamiiing provhss.”

Previously, the compony leit it up to the rig managers 1o
do the hiring under the “mistaken mpression” that because
they'ra the cnes whe have o viark with the new hirss, they're
the ones whe should do fhe hiring

I s it Tols hecrcy
and mode i much more stringent. A crueial first step wos o
incorparale hair Fu“ldw tesling—a more expensive bul more
roliabla Gpproach—in iis preemploymant drug fesfing.

*That alone weeds cul a kot of the recurring rffrall whe
keep meving on from cne company to ancther because they
et pass @ drug fest!

Bui the driller tock it @ step further. Lokshaw recognized
thet seme employens wers used 1o dealing with enly the less-
cenelusive—end more ensily defealed—urinslysis for rendom
drug tesiing once they passed the nifiol hair follicle test. The

ompany then imposed a standard of hair follide lesting for the
warickorn buss. cs Wl The cost The cortpany s srapkbes,
ot Latsharw was assured thet their crews siayed clecn.

Anmher key part of the screening process| lcr pmpx'

olfectec! crew employed by pulfing them o werk n the yord or
sending them to other, active rig locales to bl eny tumever gaps.

Since the big collopse in 2009, when he had lo loy off o
fowlovrlavel workors el iciing ey porsonnel who hed

ited insituling o work si
pregram bseauss the sompeny was geling pb o
coming i vith bad backs o iher preexiling problems we
ok vt oty ro et i 761 ko ‘v Gt
expensive worknend comp clom on cur hunds =
cichés

boen wih the  conpeny o lorg f
avoided ko

“Last fal, when alof of rigs wenl down because [oparators]
cutspent faeir budges, | kept o It cost me through the
nose to do that, burl figurad that qlrw he First of }he year more.
tigs would go back 1o work, and s 1olock
lor handls, o storl from i pund ofin the long run*

Every drillar experiances hecvy—relafive other
ncusiries—turriorer. Wil Tumover 15 of the rovghrieck lival,

But & couple yaars cigo Lakhaty was lsing rig mnenagers
1o cansuling jobs.

A drifing contracior just cant compete with_consulling
ompansaion, he noted, which can ohien run b §1,500 per day.

“Bul s like the spiget sddenly got tumed off, and we
heven' lest anyene o a consulling [ob in o leng fime.*

Still, Lotshew feund thot here were two benefits frem this
trand: 1] It creciadl an apperiunily fo promefe someana
within the company 1o rig manager, and Z) it samefines
becught his company new business, as exlatshow employees
would recemmend the dirilling centracter to the eperctr they
were consulling for.

I thnt, | & Hi .

*Sead more uplrenl lime in your hiring process, and ifs
sasier going dlewn the 1oacl. And we've cut eur fumaver in helf.!

Latshaw is ok o sireng believer in promating from within for
drillers end rig managars, We don't want fo hire @ driller off the
sdreet Just becruse he hes 5 years of experience with [ bigger
centractar], unless wa don't have any ofher apiicn

/o hawe en assistant drilar progrom, where we always

b Tl o fouir of Ilcse guys in reming.

We have a funler rig maneger program, where we fain these
Quys. We have an inheuse tiaining pragram for reughascks.”

Even at that level, the company tries o avsid hiring people
jusl because they hod roughnecked of ancther driller and
reles heavily on personal recommendtions from peaple they
know that are based cn the prospet’s characier.

And for Laishaw himsalf: “Much ke Southwast Aidines, we
lika to hira for offitucls and frain for skills.”
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