
 

 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 
 

      DIVISION OF 
CORPORATION FINANCE 

 
 

May 13, 2015 
 
 
 
Mr. Brian V. Breheny 
Skadden, Arps, Slate, Meagher & Flom LLP 
1440 New York Avenue, NW  
Washington, DC  20005 
  
Re: United States of America v. Helmerich & Payne International Drilling Co. 

Helmerich & Payne, Inc. – Waiver Request of Ineligible Issuer Status under Rule 405 of 
the Securities Act 

 
Dear Mr. Breheny: 
 
This is in response to your letter dated September 30, 2014, including the addendum received April 
16, 2015, written on behalf of Helmerich & Payne, Inc. (Company) and constituting an application for 
relief from the Company being considered an “ineligible issuer” under Rule 405(1)(v) of the 
Securities Act of 1933 (Securities Act).  The Company requests relief from being considered an 
“ineligible issuer” under Rule 405, due to the entry on November 8, 2013, of a Judgment against 
Helmerich & Payne International Drilling Co. (H&PIDC).  The Judgment finds H&PIDC guilty of a 
misdemeanor violation of Title 18, United States Code, Section 1018 for knowingly making and 
delivering false writings. 
 
Based on the facts and representations in your letter, and assuming H&PIDC complies with 
the Judgment, the Division of Corporation Finance, acting for the Commission pursuant to 
delegated authority, has determined that the Company has made a showing of good cause 
that it will not be considered an ineligible issuer by reason of the entry of the Judgment.  
Accordingly, the relief requested in the Waiver Letter regarding the Company being an 
ineligible issuer under Rule 405 by reason of the entry of the Judgment is granted, on the 
condition that H&PIDC fully complies with the terms of the Judgment.  Any different facts 
from those represented or failure to comply with the terms of the Judgment would require us 
to revisit our determination that good cause has been shown and could constitute grounds to 
revoke or further condition the waiver. The Commission reserves the right, in its sole 
discretion, to revoke or further condition the waiver under those circumstances. 
 
 
      Sincerely, 
       
      /s/ 
 
      Mary Kosterlitz 
      Chief, Office of Enforcement Liaison 
      Division of Corporation Finance  
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As an ineligible issuer, the Company is unable to register securities on a shelf registration 
statement on Form S-3 that is automatically effective ("WKSI Shelf') and does not have the 
flexibility (i) to offer additional securities ofthe classes covered by a WKSI Shelfwithout filing 
a new registration statement, (ii) to register additional classes of securities not covered by a 
WKSI Shelf by filing a post-effective amendment, which becomes immediately effective, (iii) to 
omit certain information from the prospectus, (iv) to take advantage of the pay-as-you-go fees, or 
(v) to use a free writing prospectus other than one that contains only a description of the terms of 
the securities in the offering or the offering itself 

As a direct result, depending on the timing and market conditions the Company may be 
forced to restrict its capital raising efforts from securities sales to private offerings. For example, 
in March 2015, the Company relied on Rule 144A of the Securities Act for its latest private 
offering of $500 million aggregate principal amount of the Company's senior unsecured notes. 
As its capital needs continue to increase, the lack of flexibility that is afforded to a WKSI could 
further limit the Company's ability to raise capital and have negative consequences on the 
Company and its shareholders. The Company's current estimated capital expenditures for fiscal 
2015 is $1.3 billion, a significant increase from $952.9 million incurred in fiscal2014. The 
Company expects to fund these capital expenditures and other capital requirements through its 
current cash on hand, cash provided by its operating activities, and borrowed funds. The 
Company may also need to sell additional securities to fund further capital expenditures or 
operations. The potential need to sell additional Company securities has recently become more 
of a possibility because many of the Company's customers are oil companies that have 
announced reductions in their 20 15 capital spending budgets due to significant declines in oil 
prices. This development could result in decreased demand for the Company's services and a 
related impact on the Company's cash flows from operations. Given the nature of the 
Company's business and volatile market conditions, the procedural and financial flexibility of a 
WKSI Shelf would allow the Company to gain access to the widest possible investor base, in the 
most efficient manner. 

Furthermore, the Company has already paid a significant price in the form of a $6.4 
million monetary penalty levied against H&PIDC. Both the character and circumstances of the 
violation and the institution of the resulting Environmental Compliance Plan (as defined in the 
Original Waiver Request) also make it extremely unlikely that any similar violation will recur in 
the future. Any continuing regulatory burdens unduly penalize the Company and its 
shareholders for the actions of its subsidiary by hindering the Company's access to capital 
markets. 

The Company believes that denial of the waiver in this case is unnecessary for the 
protection of investors, is not in the public interest and would constitute a disproportionate 
hardship in light ofthe nature of the misconduct. Such misconduct does not pertain to activities 
undertaken by the Company or its subsidiaries in connection with their role as issuers of 
securities (or any disclosure related thereto) or any oftheir filings with the Commission. 
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For the reasons set forth above, we respectfully request that the Division, on behalf of the 
Commission, find that it is not necessary under the circumstances that the Company be 
considered an "ineligible issuer" under Rule 405 as a result of the Judgment Should the 
Division disagree with our conclusions, or should any additional information be desired in 
support of our position, we would appreciate the opportunity to confer with the Division 
concerning these matters prior to the issuance of the Division's response. Please do not hesitate 
to contact the undersigned at (202) 371-7180. 

Attachment 

Copy to: Cara M. Hair, Esq. 
Jonathan M. Cinocca, Esq. 
Helmerich & Payne, Inc. 

Pankaj K. Sinha 
Skadden, Arps, Slate, Meagher & Flom LLP 

.- ··· 
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Mary J. Kosterlitz, Esq. 
Chief, Office of Enforcement Liaison 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 
100 F Street, N.E. 
Washington. D.C. 20549 

AnnexA 

September 30,2014 

RE: United States v. Helmerich & Payne International Drilling Co. 

Dear Ms. Kosterlitz: 

We submit this letter on behalf of our client, Helmerich & Payne, Inc. (the "Company"), 
a reporting company registered under Section 12 ofthe Securities Exchange Act of 1934 (the 
"Exchange Act") and the parent company ofHelmerich & Payne International Drilling Co. 
("H&PIDC"), a wholly owned subsidiary and the defendant entity in the above-captioned 
proceeding. 

We respectfully request a determination by the Division of Corporation Finance (the 
"Division") of the Securities and Exchange Commission (the "Commission"), acting pursuant to 
the authority delegated by the Commission, that the Company would not be an "ineligible issuer" 
as defined under Rule 405 promulgated under the Securities Act of 1933 (the "Securities Act") 
as a result of the entry of the Judgment against H&PIDC (described below). 

I. BACKGROUND 

H&PIDC is primarily a U.S. land-based drilling contractor. H&PIDC's existing drilling 
rig fleet as of April24, 2014 includes 324land rigs in the U.S., 31 international land rigs and 9 
offshore platform rigs. The Company and H&PIDC employ over 10,000 employees worldwide. 
H&PIDC is widely recognized as an industry leader in health, safety and environmental 
performance ("HSE"). H&PIDC's leadership in the oil and gas industry on HSE perfonnance is 
(i) reflected in industry surveys and numerous national and regional safety awards and accolades, 
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including those from the offshore oil and gas industry regulator, the MMS (defined below), and 
(ii) is the product of a conscious commitment ofthe management of the Company and H&PIDC 
to make HSE and legal compliance a top corporate priority. H&PIDC demonstrates its 
commitment to safety and legal compliance, in part~ through (i) robust policies (the Company's 
policy handbook implements a number of policies designed {a) to communicate the importance 
of lawful and ethical conduct, (b) to prevent and detect violations of law and company policy, 
and (c) to encourage employees to report misconduct), and (ii) annual, mandatory in-person 
training of management and employees. 

H&PIDC owns and operates platform rigs in the Gulf of Mexico, including Rig 206. 
Entities holding federal mineral leases in the Gulf of Mexico are subject to regulation and 
oversight of their drilling and production operations by the U.S. Department of the Interior. The 
Bureau of Safety and Environmental Enforcement, fonnerly known as the Bureau of Ocean 
Energy Management Regulation and Enforcement and Minerals Management Service ("MMS'~), 
is delegated with overseeing and regulating drilling operations in the Gulf of Mexico. Rig 206 
was contracted by the lessee of a federal mineral lease to conduct drilling operations in the Gulf 
of Mexico. Rig 206 is equipped with a safety device known as a blowout preventer. The 
blowout preventer system consists of multiple components, including a choke manifold designed 
to direct flow and control pressure from the well. As required by federal regulation) the blowout 
preventer must be routinely pressure tested, including testing of the choke manifold valves. 

On six occasions during the period of January 1, 20 l 0 to May 27, 2010,1 five Rig 206 
employees, working the same shift, deliberately chose to not test a number of manifold valves 
and created false blowout preventer test charts and pressure charts. Falsified test charts were 
provided to MMS inspectors when inspections were conducted at Rig 206 on March 5, 2010, 
April2, 2010 and May 19,2010. On May 25,2010, one of the five employees alerted a more 
senior employee on an outgoing shift of the falsified tests. Within 24 hours of that notification, 
management at both the Company and H&PIDC were alerted to the allegations, and the 
Company and H&PIDC, led by the Company's General Counsel and later assisted by outside 
counsel which conducted an additional investigation, diligently investigated the allegations, 
determined the extent of employee actions, and caused their unlawful behavior to be reported to 
the MMS. After an internal investigation, H&PIDC tenninated four of the involved employees 
and demoted the one employee involved in the falsification who reported the conduct. The 
misconduct did not result in any environmental release, damage or personal injury. 

The conduct of the five employees in the events described above belies the fact that 
H&PIDC is the standard-bearer in the oil and gas industry in terms of safety and compliance. 
The events described above involved five employees out of 10,000, and those employees were 
part of one crew, on one hitch, at one drilling rig, and the events occurred over a short period of 
time. The five employees involved included a rig manager and four subordinates (two 

This date range was mutually agreed to by the parties in the Plea Agreement, discussed below. 
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toolpushers and two drillers). Each of the five employees acknowledged receiving the 
Company's policy handbook and certified that he "read and understood'' the handbook section 
"Ethics and Standards" only months before their conduct came to light. The misconduct was the 
product of pressure and intimidation brought to bear on members of the rig manager's shift by 
the rig manager alone. The "rig manager" was not, and is not considered, a member of 
management of the Company or H&PIDC. Company and H&PIDC management consists of the 
corporate officers who work from the Company's headquarters in Tulsa, Oklahoma. Rig 
managers occupy a significantly lower position in H&PIDC's organizational structure. A rig 
manager reports to a drilling superintendent, who in tum reports to a district manager, who in 
tum reports to a Vice President of Operations. Rig managers prepare reports for managerial 
review and generally have no power to unilatera11y hire or fire others. As of April, 20 l 0, there 
were 375 employees ofH&PIDC with the title of"rig manager". Today there are over 600. In 
short, a rig manager has supervisory responsibility, but he is the equivalent of a squad leader in 
the military. 

On October 30, 2013, H&PIDC entered into a plea agreement (the "Plea Agreement") 
with the United States Department of Justice, United States Attorney's Office for the Eastern 
District of Louisiana ("DOJ"), in connection with a DOJ investigation into the choke manifold 
testing irregularities described above. The Plea Agreement resolved a one-count Bill of 
Information (the "Information") charging H&PIDC with a misdemeanor violation ofTitle 18, 
United States Code, Section 1018 for knowingly making and delivering false writings. On 
November &, 2013, the United States District Court for the Eastern District of Louisiana 
approved the Plea Agreement and entered a judgment against H&PIDC (the "Judgment'') 
ordering the remedies set forth in the Plea Agreement. 

In accordance with the Plea Agreement, H&PIDC consented to pay a criminal monetary 
penalty of $6.4 million, of which $1 million was paid as an organizational community service 
payment to the National Academy of Sciences to assist in strengthening offshore industry safety 
culture. H&PIDC further agreed to put in place an Environmental Compliance Plan (the "ECP"), 
discussed in detail below, designed to increase and improve inspections, reviews and audits of its 
offshore rigs, increase training of personnel and develop management and maintenance controls 
to better manage, detect and prevent environmental violations. The government recognized 
H&PIDC's response efforts and cooperation by including the following in the Plea Agreement: (i) 
within 24 hours of receiving notice ofthe falsified testing, H&PIDC executives initiated an 
investigation and reported the matter to regulatory authorities, (ii) H&PIDC provided timely, full 
and complete cooperation to both regulatory and prosecuting authorities and H&PIDC accepted 
responsibility for its employees' misconduct, (iii) H&PIDC took immediate remedial measures, 
and (iv) H&PIDC's efforts since commission of the offense to promote well control testing 
improvements. 

None of the Information, the Plea Agreement or the Judgment alleges any scienter-based 
or non-scienter-based violations of the Securities Act or the Exchange Act. 
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