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Unidentified oil rig workers from Patterson Drilling Contractors put drill pipe into the ground on a rig
near Dew. Exploration Is picking up due to higher prices, but some small firms are beirig left out.

Crude awakening

Smaller energy firms
left out of rush to drill
amid higher prices.
+

BY GREG JEFFERSON
ENPAESS-NEWS BUSINESS WRITER

After more than a year of de-
preszed levels, natural gas and
crude cil prices are climbing,
and some operators are appar
ently reading that as a eall back
to the fields,

The Texas Railroad Comimis-

sion, which regtilates the state's
oil and gas industry issued 1,004
drilling permits in April, up
from 812 in March and 844 in

ones — ::an’t take advantage of
the higher prices,

“There's a pretty strong rela-
tionship between price and
(drilling)," s=aid Allen Mesch,
president of PetroStrategies Ing.,

an oil and gas consulting and re-

search firm in Dallas. “The
question is how much money
they have in the bank.”

Lack of capital is a major rea-
som a4 stampede of small, inde-
pendent companies heading for
the fields isn't likely soon. Many
are still nursing wounds from
their recent battering,

Natural gas prices plimged
from around $10 per thousand
cubic feet in late 2000 — a price
stoked partly by a harsh winter
and low inventories — to as low
as §2 early last February

“In Jarmary and February, the
prices were pretty dismal,” said
Barney Dishron, who rins a
small San Anfonio company,
AWP Operating Co., with his fa-
ther, Joe,

However, the direction lately
has been upward. Natural gas
futures incressed to SL855 per
thousand cubie féet on the New
York Mercantile Exchange on
Tuesday

But last year's fall hohbled

several smiall opervators.

The astronomical prices
"eansed numerous companies to
rush out and drill new wells”
said Ray Welder, the 32-vearold
owner of Welder Exploration
and Production Inc. in San An-
tonio, "Many companies, instead
of using that cash flow to clean
up their balance sheets, used ‘it
to drill more wells.

“Now  we've seen  this
strengthening (of prices), and
vet we've seen a reluctance in
the industry 0 go out and drill
more wells.™

And some exploration and
production frms are simply un-
easy about renting drilling rigs
without knowing that prices are
firm,

T puess'there's a lot of wait-
and=see right now” Dishron
said,
higher prices to catch up with
their bank accounts. Production
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Michael Crafts (left), Jason Ford and Randall Britchett change a length of drilling pipe on the Greywolf No. 39 natural gas rig near Pal-
estine, After more than a year of depressed levels, natural gas and crude oil prices are dimbing.

Many small oil firms staying on sidelines

CONTINUED FROM 1E

companies usually get paid one
or two months after a sale. As a
result, they had been banking
checks reflecting the weak
priees of February until just re-
cently

© "They'll start gefting checks
in the next 30 to 80 days at (the
higher) prices, and thatll. get
them all fired up” said Stacy
Locke, president of Pioneer
Drilling Co., a locally based con-
fract lemd-drilling firm that op-
erates in Sotrth and East Texas.

But independents’ worries
don't end there.

Welder; who operates about 25
wells in South Texas, wants fo
drill 16 wells this year But he's
concerned the price of drilling
services and the scarcity of
equipment will jump as eom-
modity prices rise and large op-
erators step up their drilling.

When natural gas prices went
through the roof, =mall compa-

“Now we’ve seen this
strengthening (of
prices), and yet we've
seen a reluctance in the
industry to go out and
drill more wells,”

RAY WELDER

owner of Welder Explaration and
Preduction Inc.

nies like his had trouble lining
up land rigs from contractors:
The big players ted up the mul:
timillion-dollar equipment in
lomg-term contracts and pushed
up the day rates on the others.

“Tcouldn't get a rig”" Welder
said. “We wanted to drill more,
but there-was no equipment and
no people.”

He estimates that rates on a
rig a year ago were up to abonf
15,000 per day

Now the price is between
20,000 and $0000 per day and
plenty of equipment is available,
Welder said. But drilling by the
larger public compsinies is pick-
ing up.

“We're starting to see that on
the field level” said analyst
Brad Bedgo of Credit Lyvonnais
Sectirifies’  Houston  office.
“They'll ramp up ... They
should be clicking along by the
fourth guarter”

Apache Corp, EOG Re
sources, Anadarko Petroleum
Cormp. and Noble Energy are
some of the companies he fol-
lows. |

Many of the bigger companies
forecast natural gas at $2.50 and
crude oil at $20 per barrel for
the first half of 2002, Beago said,
and they slashed their capital
expenditare plans  accordingly
But, with the recent increases,
they have boosted their esti-
mates and are looking to speed
up drilling plans,

Still, Locke doesn't expect an
equipment crunch this vear

*There will be plenty of rigs
dvailable over the next six
months™ Locke said.

But he also predicis that, be-
ginning n the first half of 2003,
more of the large players will
want to secure rigs under long-
term contracts. A%
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