Drilling
Focus on Contracts Kooy
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The operator's hey-day

EXCESS everything in the oilfield (except

his year, 1986, should be one of the best periods
7 to drill wells. At the lowest cost to operator
exploration data, best drilling and production

v ow” and equipment, the most desired drilling

: with experienced personnel, are all available.
six prostitutes working an area where only two
are seeking a good time!

selection of a good location, some of the

items an operator today might consider for most
results in selecting and awarding contracts

;pment and Service — Like airlines, the best
contractors and oilfield service companies are

y offering their customers “prime super service”
than their cost — just to stay in business by

ng their organization and equipment. Longer
rgain rates are available for the industry’s finest.

\ an operator should also be most concerned

il present financial status of the drilling contractor
| other service companies before selecting the type of

<t or service agreement. A turnkey all-risk contract

: heavily leveraged firm may present serious
s if trouble arises and the commitment

r’s cash and/or unsold working interest problems
> solved at times by joint participation in the well
drilling contractor or service company for

¢s rendered. The contractor furnishes the rig and

the service company provides the pipe, well equipment,
cementing service, etc., for a working interest. If the
well produces, all concerned will profit. If dry, some
cash flow results.

3. The Contract — As previously stated, today the
operator can probably dictate the terms of all agreements
on the well. Insurance terms and limits as well as
financial status should be verified by the operator. Many
risks are uninsurable and uninforcible. Also, some joint
account auditors advise their own companies not to pay
the operator for their share of costs when contractors are
unable to meet costs contractually assumed. A legal
vendor’s lien on a producing well for unpaid costs is
tough to remove — and the pipeline, after notice, will
not pay for the product!

With continuing cooperation among all segments of the
producing industry and less government regulations, the
surviving companies should emerge wiser, profitable,
better friends and ready for what comes in the future. [

Questions welcomed

READERS WITH questions concerning both IADC and API
contracts are encouraged and invited to submit them in writing
to the author, c¢/o Drilling Contractor, P.O. Box 4287, Houston,
TX 77210. Answers will appear in the column in upcoming
issues of the magazine,

Jack Magner is one of the shapers of IADC contract forms.
An active director of IADC since the early years of the organiza-
tion, he has been a member of the executive committee, a
regional vice president and a chapter chairman.

Magner is also well known for his role in crafting the API
drilling contract. Both documents came after long years of pa-
tient work and thorough revisions. £

ALPHABETICAL CARD DIRECTORY

DRILLING
915-676-5591
9 Rotary Land Rigs
Drilling to Depths of 10,000’

209 T&P Lane Abilene, Texas 77602

LSI_ DRILLING CORP.

o 600 LAKE POINTE TOWERS EAST
4005 NORTHWEST EXPRESSWAY
OKLAHOMA CITY, OKLAHOMA 73116

(405) 840-2911

Operating 17 rotry power rigs in Oklahoma, Texas

and New Mexico from 8,000 to 22,000 feet.
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