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Need for Complete Well
Specifi

cations

HEN ASKED to sabmit a bid for the
drilling of a well, the contractor, in
order to intelligently and accurately esti-
mate hiz cost, should be furnished with
complete specifications as 1o the work to
be done, the equipment to be furnished,
and the practices to be followed by the
aperator.’ Failure to obtain full information
in the outset frequently vesults in errvo-
neous caleulations, and snbsequent misun-
derstanding,

For example, il operator (intending to
require special blowont preventer set up,
i, three blowout preventers and high
substructure) makes only a generalized re-
quirement as to such equipment, and con-
tractor — on the basis of past experience
with other operators - erroneously
sumes that dual blowout preventer equip-
ment and low substruecture will suthee, con-
tractor’s price will omit a material and
substantial element of cost.

as-

Later, when requires  such
equipment. contractor may even have to
purchase it: and of course, contractor takes
a loss under the price submitted; or, oper-
ator must make allowance over and above
the original fontage price tendered, which
is unsatisfactory, in either event. More-
over, such a result undermines the essen-
tial equity of competitive bidding, because
the lowest bidder — who actually fignred
on operator’s real specifications and was
able and willing 1o comply therewith —
was not awarded the contract.

operator

Failure of the operator to furnish - or
of contractor to obtain — full and complete
information, precludes a “meeting of the
minds”? and defeats the first requisite of
a contract, namely, a mutual or bilate
wnderstanding.

Tt is. therefore. respectiully submitted
and recommended that operators would do
well to set up a uniform and complete
submittal form which would give each con-
tractor who bids on a job a full disclosure
of all specifications as to equipment, per-

1 Of course. where the contractor is dealing
with an old customer whose practices and
policies are well-known — or on successive
wells in the same general area.— much of
the detail referred to can be dispensed with,
but not eotherwise.

_%This is the phrase used by lawyers to de-
scribe one of the essential elements of an
enforceable contract. It is just as important
tp the contract as the consideration itself.
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Allen & Morris
San Antonio, Texas

formance, and relevant operating practices
before the bids are actually taken.

Importance of Knowing Terms of
Contract in Advance

It frequently develops that the snceessful
bidder never learns af the detailed provi-
sions of the contract until after his bid
has  been accepted and  the contract
awarded. When the written contract is
tendered to contractor for execution, he
has the first real opportunity to determine
the nature of the basic contract provisions.”
A few aperators are now following the
practice of requiring the submission of
bids on the basis of their own contract
farms, which have been fully filled out and
relate to the well to be drilled.

*“The avthor, W, C. Morris, is chairman
of the Insurunce Committee, American
Association of Oilwell Drilling Contrac-
tors. He presented a paper on Con-
tractval Liability ot the 8th Annval
Meeting of A.A.0.D.C, in Houston,

This practice is highly commended. as
it informs the contracter of all’ pertinent
information, and when the operator receives
the bid, he may reasonably assume that
contractor is able and willing to comply
with the terms of the contraet. unless con-
tractor’s bid is otherwise specifically and
; conditioned. The foregoing prae-

3 The contract iiself may be so general in
its terms that it does not clearly disclose
what operater expects, particularly with re-
gard to field practices, In many cases, closer
cooperation and hetter results would ensue,
where circumstances permit contractor’s field
superintendent to contact operater’s super-
intendent and discuss such field practices in
advance.

One matter with which contractor should
familiarize himself in advance, is the ac-
counting practices followed by operator’s rep-
resentative, i.e., with regard to the point at
which day-work operations begin, and end.
For instance, does the coring operation begin
when the contractor leaves the bottom of
the hole to withdraw the drilling bit; eor
when he starts in the hole with the core bit;
or at some intermediate point, based on fhe
condition of the bit? Many other examples
could be cited — where different eoperators
follow different practices, and yet the prac-
tice to be followed has a bearing on the
contractor’s determination of cost, The prae-
tices should be known in advance.
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tice tends to avoid misunderstanding and
to eliminate the nec v for subsequent
negotiation of important elements of the
contract, after the contract has been
awarded, and the work is in readiness to
proceed,*

Checking the Terms of the
Drilling Contract
(1) IN GENERAL

Whether the contractor reviews the
terms of the agreement before submission
of his bid, or after having been awarded
the contract, the necessity for checking
the terms of the agreement are altogether
obvious. In point of fact, the terms of the
contract may have much more to do with
contractor’s suceess or failure, from a fi-
nancial standpoint, than the footage price
and day rates themselves, as larger values
are at stake. However, althongh the matter
of checking the contract should - because
of its repeated recurrence — have crystal-
lized into a routine practice, common ex-
perience indicates the prevalence among
contractors af a laxness and complete ab-
sence of method, that is inexplicable in
view of the vital importance of this pro-
cedure.

The contract is almost invariably pre-
par(’d by the operator’s r(i‘,['xr(wfntati\fﬂ
More frequently than not, the actual tran-
seription or preparation of the agreement
itself is regarded as a routine or perfunc-
tory matter. In many cases, a clerk or
secretary  {not conversant with all the
facts, nor apprized of the lengthy tele-
phone conversations that have pre(‘edud
awarding the contract) fills in a few blanks
of a printed form, upon scanty advice from
the belabored production superintendent,
or chief clerk, who received and checked
the varions bids submitted. If a lawyer
dralts the contract, he frequently has in-
adequate information on which to proceed.

Of course, all contractors check snch
items as the footage price and day rates

+ The writer is fully conversant with the faet
that the precise procedure here recommended
will not be adapiable te all circumstances,
but it iz regarded as good practice, where
the cireumstances do permit its applieation.
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