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L E T T E R  F R O M  T H E  P R E S I D E N T

To Our Shareholders,
During 2009, demand for oilfield services dropped significantly as E&P customers dramatically curtailed drilling 
and even routine well maintenance work in response to the collapse of commodity prices and turmoil in the financial 
markets. With the experience gained in previous cycles, our management team responded by streamlining our 
operations, cutting costs across the board, reducing capital spending and aggressively setting our rates to remain 
competitive as customers reduced the number of vendors they employed.  

Despite the uncertainty the down portion of the business cycle causes, our employees reduced our OSHA-recordable 
incidents for the fifth consecutive year with a frequency rate 22% below the rate achieved in 2008. Although we 
strive for an incident-free workplace, that reduction in a difficult business environment was a great achievement! 

S t r o n g  b a l a n c e  s h e e t  p r o v i d e s  o p p o r t u n i t y  Certainly the year was challenging for the entire  
industry, but our focus on providing services, which are required throughout the life of the well, and our footprint 
across the most productive oil and gas basins placed the company in a position to withstand the downturn. Because  
of the uncertainty of the general economy and the timing of a recovery, we took steps to further improve our liquidity  
and ensure our ability to survive, and ultimately thrive as the cycle turns, by issuing a senior note offering in July.  

The offering raised $213 million, allowing us to pay down our revolving credit facility and eliminate principal payments 
until 2014. The additional liquidity increased our cash reserves in the third quarter to more than $140 million and 
provided us indefinite staying power and the resources to take advantage of growth opportunities as the cycle bottomed.

I n v e s t i n g  i n  o u r  f u t u r e  Along with our aggressive cost reduction efforts, we also streamlined our operations 
and took steps to improve our ability to manage the company more efficiently in the future. We consolidated several 
regional headquarters to reduce overhead, migrated our financial system to the SAP platform to improve the timeliness 
of management information and completed the integration of GPS technology throughout our operations. 

The improved commodity price levels and the apparent bottoming of the current downturn in the third quarter
gave us the confidence to begin deploying a portion of our cash reserves to expand our business and footprint. We 
purchased six new or nearly new rigs during the fourth quarter for use in the fast-growing Williston Basin market. 
We also invested $6 million in late model fluid services assets for deployment in that same market. Most of those 
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assets were acquired at significant discounts to replacement cost from auctions or other distressed sales.  
We’ll use this equipment to expand our long-standing Williston Basin operations and capture a bigger share  
of the Bakken Shale completion activity that is projected to occur over the next several years.

We re-entered the acquisition market by closing our first acquisition since September 2008 with the purchase 
of the assets of Team Snubbing Services, Inc. on December 28, 2009. Team, based in Conway, Arkansas, 
operates a fleet of eight snubbing units in the Fayetteville Shale market.
   
B o a r d  o f  D i r e c t o r s  A p p o i n t m e n t  This year also saw two significant changes to the Board of  
Directors. In June, H.H. (Tripp) Wommack III, the founder of Basic Energy Services, resigned from the 
Board of Directors to focus on his other business interests. He had served as chairman of the board from  
the inception of Basic in 1992 through January 2001. We want to thank Tripp for his many years of  
distinguished service and his contributions in helping grow the company over the years.

In the same month, Basic appointed Antonio O. Garza, Jr. to the Board of Directors. Mr. Garza served 
as the United States Ambassador to Mexico from 2002 until January 2009. He brings a new dimension 
of experience to complement the breadth of knowledge, contacts and industry experience, which are well 
represented, on Basic’s Board of Directors. It’s my pleasure to welcome Tony to the Basic team.

C a u t i o u s ly  o p t i m i s t i c  The activity level experienced in the latter part of 2009 is an encouraging  
indicator of the improved business conditions we anticipate experiencing in all our business lines and  
geographic markets in 2010. We’ll augment that recovery by redeploying or adding assets to our existing  

“Our strategy of 
	 focusing on the 
	 life of the well 
	 and building close 
	 local customer 
	 relationships 
	 continues to be 
	 a fundamental 
	 strength.”

operations in close proximity to the significant activity occurring in  
“unconventional” plays such as the Haynesville, Wolfberry and Bakken fields.  

In addition to the recovery in our established markets, we have the financial 
resources to capitalize on expansion opportunities. Increasing activity in  
the Marcellus play in the northeast portion of the U.S. provides a growing  
need for the type of services we provide, so we will monitor opportunities 
to enter that market. We also established the legal framework in 2009 
necessary to initiate operations in Mexico and anticipate moving forward 
in that market in 2010.

We finished a tough year on a very positive note and are looking forward 
to the much-improved demand for our services and opportunities in 2010. 
I would like to personally thank our Board of Directors, customers,  
suppliers, shareholders and, in particular, our employees who have enabled  
Basic to continue to be an industry leader during these challenging times.

Thank you for your interest in our company.

Kenneth V. Huseman
Chief Executive Officer and President

Basic’s workover rig fleet
includes rigs configured 
to accommodate the latest 
advancements and processes 
including horizontal and 
underbalanced drilling 
and re-entry applications.
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S tay i n g  c l o s e  t o  t h e  f i e l d  a n d  

c l o s e  t o  o u r  c u s t o m e r s . 

Basic’s strategy of building a strong company by acquiring or creating 
local operations was particularly relevant this past year. In a business 
based on relationships, staying close to the field and close to customers 
has enabled Basic to form long-term associations in the communities 
in which we operate. Local presence means local expertise. With local 
management having autonomy, they are able to respond quickly to 
operational challenges and provide the service customers need and 
expect. This local leadership is supported by Basic’s national strength. 
Across the organization, we maintain cohesive systems, policies,  
operating procedures and safety practices. In addition, Basic’s EDI  
system helps our customers streamline their administration needs, 
while further strengthening each relationship.

C o m p r e h e n s i v e  s e r v i c e s ,  f u l l  

m a r k e t  c o v e r a g e .

From established fields to burgeoning plays, Basic Energy Services 
is a company that focuses on the country’s most prolific oil and gas 
producing regions. As demand for oil and gas recovers, clients will need 

S tay i n g  P o w e r . 

The same strengths that helped Basic prosper during robust markets – a strong footprint, diversity of service 
offerings, focus on the life of the well, broad client base and oil and gas balance – enabled the company 
to stay the course during 2009 and remain active throughout the year. Vital to Basic’s staying power is the 
range of services we provide that address every aspect in the well lifecycle, making the company essential to 
well owners regardless of the direction and level of oil and gas prices. 

As activity declined, management quickly took steps to streamline the company’s cost structure and protect 
our competitive position. Basic kept its most experienced people, stacked its least efficient equipment and 
used its new and updated fleet, which requires less maintenance. Basic also invested in new technology, 
including GPS systems to increase efficiency in dispatching equipment.

A  s o l i d  b u s i n e ss   s t r at e g y  In the face of the 2009 economic climate, Basic stayed true to its  
long-term business strategy of focusing on the life of the well and staying close to its customers. Basic 
maintained its infrastructure and continued to follow its model of giving responsibility to local operations, 
supporting them from the corporate level with administrative and risk management. Basic’s strong liquidity 
position will enable the company to purchase quality assets and companies.

“By building  
	 relationships locally  
	 with experts that  
	 understand the 
	 challenges of  
	 their region better  
	 than anyone, we’re  
	 staying competitive  
	 nationally.”

During fracturing, Basic professionals  
monitor multiple rates and pressures of 
pumping equipment and blenders with  
remote control capability, increasing  
control of the fracturing treatment  
while enhancing overall safety.
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to optimize their existing wells. Basic is positioned to take advantage  
of this and has the services, the staff, the equipment and the footprint 
to make it happen. In this new environment, companies are expressing  
a desire to work with fewer vendors and want to consolidate their  
business with more capable companies that offer comprehensive  
services, presenting another opportunity for Basic.

W e l l  S e r v i c i n g  Basic’s well servicing offerings include wellbore 
maintenance, well completion, workover procedures, and plugging 
and abandonment. The company operates a fleet of more than 400  
modern, well-maintained mobile well servicing rigs.

F l u i d  S e r v i c e s  Basic uses a fleet of over 790 fluid service trucks 
and related equipment, including specialized tank trucks, storage tanks 
and disposal facilities, to transport, store and dispose of a variety of 
fluids used in all phases of drilling and production. The addition of 
GPS units to the fleet has enabled Basic to increase responsiveness and 
enhance efficiency.

C o m p l e t i o n  &  R e m e d i a l  S e r v i c e s  Basic’s pressure pumping and wireline services are critical  
to maintaining a well’s productivity. In the pressure pumping area, Basic provides fracturing, acidizing,  
cementing, coiled tubing and nitrogen services. In wireline, Basic offers perforating, horizontal pump-
downs, tubular recovery and logging. Basic also provides a complete line of rental and fishing tools and  
rig-assisted snubbing.

C o n t r a c t  D r i l l i n g  Basic has a fleet of medium-depth drilling rigs rated up to 11,000 ft. that focus  
on development drilling programs in the Permian Basin. In 2009, Basic operated 9 drilling rigs. 

N e w  l e v e l s  o f  o p e r at i o n a l  e f f i c i e n c y.

During the economic slowdown, management initiated several key measures that enabled the company 
to increase its efficiency and reduce costs. Regional operations were reduced from seven to five operations,  
creating a leaner company that can more efficiently address the needs of our customers in our different  
geographic markets. Basic’s financial system migrated to SAP, improving productivity and insight as well  
as reducing costs through process standardization. The newbuild program was completed with 140 new  
rigs, which in turn has significantly lowered the company’s capital expenditures. A number of temporary  
cost measures were also introduced, such as revising work schedules, and reducing wages and benefit plans  
until the downturn is over. 

“Whether it’s  
	 established or  
	 burgeoning plays,  
	 we focus on the  
	 most prolific oil  
	 and gas producing  
	 regions in the  
	 country.” 

From repair and replacement 
of downhole equipment to 
final abandonment and more, 
Basic provides a comprehensive 
range of well servicing tasks 
performed with a fleet of over 
400 well-maintained mobile 
well servicing rigs.
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These steps, as well as continuing to add equipment and 
software that increase operational efficiency, will serve to 
keep Basic strong today and well positioned for growth and 
increased market value when the business cycle changes.

P o i s e d  f o r  o p p o r t u n i t y.  

With 2009 behind us, we have seen Basic Energy Services 
leverage its management strength, its financial strength and 
its portfolio of services to address the economic downturn 
and emerge poised to take advantage of an improving market. 
To this point, Basic will use its strong balance sheet to expand 
our business as opportunities arise. The company will continue 
to expand its footprint in its various segments. And it will 
improve its exposure in the “unconventional” plays as they 
become developed in the Barnett, Marcellus, Wolfberry and 
Bakken fields.

Basic Energy Services is a company that is managed and operated 
by seasoned industry professionals who understand market 
cycles and how to adapt to changing market conditions.  
This experience is at the core of Basic’s success in both strong  
markets and in tough times. From the front office to the field,  
its people bring decades of knowledge and experience to  
the company. Our employees are the strength behind our 
staying power.

Bakken

Piceance

Woodford

Granite Wash FayettevilleCano

Barnett Haynesville

Eagle Ford

Wolfberry

Unconventional plays
Efforts to exploit oil and gas plays across the 

country present significant opportunities for 

Basic Energy Services. As these unconventional 

plays get drilled and become established, demand 

for Basic’s services will continue to increase.
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Reported Diluted EPS

Impact of Non-cash Goodwill Impairment 
Charge, After Tax

Impact of Early Extinguishment of 
Debt, After Tax

Impact of Merger Termination Costs, After Tax

Adjusted Diluted EPS

2009
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0.06 

 -   

 $(2.13)
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 0.27 

 -   
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 $2.00 
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 -   

-   
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-   
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 -   

 -   
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Reconciliation of Reported Diluted Earnings 
per Share to Adjusted Diluted Earnings per Share

Net Income (Loss)

Goodwill Impairment

Merger-Related Income

Loss on Early Extinguishment of Debt

Income Taxes

Net Interest Expense

(Gain) Loss on Disposal of Assets

Depreciation & Amortization

Adjusted EBITDA

2009

$(254)
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-   

4 

(88)

32 

3 
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22 

(12)
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55 
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-   

-   

53 

25 
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93 
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-   

-   

-   

55 

15 

-   

62 

$231
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-   
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27 

12 

-   

37 

$121

( i n  m i l l i o n s )
Reconciliation of Net Income to Adjusted EBITDA
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