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FOREWORD

A substantial amount of donor contributions for mine action is spent on
contracting commercial entities, non-governmental organisations (NGOs)
and public sector operators to carry out demining and other mine action
related activities. Most donor contributions administered through the United
Nations Mine Action Service (UNMAS) managed Voluntary Trust Fund
(VTF) and the Assessed Budgets for Peacekeeping are spent on the contracting
of capacity for mine clearance. Contributions to the VTF alone totalled more
than US$ 394 million during the period of 1994 to 2007, and US$ 92.5 million
for 2008.
National authorities also directly contract mine action capacities. In some
countries, like Croatia and Bosnia and Herzegovina, contracting is the
predominant feature of humanitarian demining. International Financial
Institutions (IFI) and national governments also finance a large number of
demining contracts to support civil engineering projects such as roads, power
lines, irrigation works, dams etc.
The problem of contracting in mine action is its difficulty in defining the end
product in terms of cleared or verified land, quality and number of square
metres. Mine action contracting should create an incentive for contractors
to release land in the most cost-effective way possible, preferably through
non-technical methods and with a minimum of actual mine clearance, which
is expensive and time consuming.
There is limited business and contracting expertise within the mine action
community; this guide is written in a language which is appropriate for
those who are new to the topic.

Ambassador Stephan Husy
Director
Geneva International Centre for Humanitarian Demining
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INTRODUCTION
INTRODUCTION

THE NEED FOR A GUIDE AND THE TARGET AUDIENCE
This guide aims to assist national directors and mine action programmes in
mine action contracting. However, it should also benefit commercial and
not-for-profit demining operators, prime contractors for civil engineering
works, IFIs and manufacturers of mine clearance equipment and other
organisations involved in mine action, including donors. In addition, more
and more commercial companies involved in oil, gas and mining are working
in mine affected countries and are in need of demining services. These companies normally contract services directly; this guide can provide them with
advice and guidance on how to carry out quality mine action contracting.
Knowledge of the various contracting modalities in mine action varies.
For this reason, this guide starts out by explaining the basics in contracting.
Readers with previous experience in mine action contracting may wish to
skip over the introductory sections on basic contracting and may benefit
from reading only selected parts of the guide.
Many organisations have developed and tested their own procedures for
contracting. This guide has not been developed to replace such procedures
but to further develop and improve them.

METHODOLOGY FOR THE STUDY
This guide has been developed through information gathering from various
agencies and organisations involved in mine action contracting, such as
NGOs, commercial companies, various United Nations (UN) agencies, trust
funds, donors and civil engineering firms.
Information has been gathered through interviews, different questionnaires
and studies of documentation that have been made available to the GICHD.
A number of fact-finding missions and country studies focusing on contracting
methods were also undertaken as a part of the study. In order to support the
study and the development of this guide, a study advisory group was established. The study advisory group consisted of representation from commercial
contractors, non-governmental organisations, a representative from the United
Nations Mine Action Service (UNMAS), a contracting expert and gender
experts from the Swiss Campaign’s Gender and Mine Action Programme.
Some of the chapters were researched and written by contributors external
to the GICHD with expertise in specific areas of contracting and mine action.
Country studies were carried out in Afghanistan, Bosnia and Herzegovina,
Cambodia, Croatia, Denmark and Lebanon.
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INTRODUCTION TO THE INDUSTRY
AND THE REQUIREMENTS FOR DEMINING ACTIVITIES
There are two major components within the oil and gas industry; upstream
and downstream.
The process known as upstream has two constituents: extracting the oil and
refining it. The commercial side of the business is known as downstream,
which is the marketing and delivering of oil or gas to the end-users and buyers.
However, in this chapter, we will be focusing on the upstream component.
Upstream
The results of the refining process of oil and gas are gasoline, jet kerosene,
diesel fuel, fuel oil and lubricants. Refinery plants are usually located close
to, or even inside, regional markets for petroleum products consumption.
The extraction process has two major parts:
Oilfield services, including worksite preparations:
This is the exploration and extraction of oil and gas, worldwide.
Drilling services
This is when oil and gas are extracted, once the preparation of worksite
oilfield services has been completed.
Oilfield services and worksite preparations can take place in mine-affected
regions in a post-war situation. In these cases, demining and clearance as a
component of worksite preparations are necessary. In such areas and settings,
the role of demining organisations is:
> to support seismic surveys and clearance of:
> mined oil well pads
> shafts
> any other areas required for the extraction of oil and gas
> to carry out clearance to support logistics field services such as:
> line-up of pipeline transportation systems
> establishing camps for oilmen
> constructing worksites, well pads and more
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Oil extraction

Legal entities of the oil and gas industry are usually registered and managed
through one of the following forms of ownership:
> private
> joint
> public
There are international and national organisational and corporate structures.
Independent of the form of ownership and incorporation, almost all major
clients for mine action services use commercial firms to carry out oil/gas
extraction operations.
The majority of world oil reserves and other minerals are owned by states
or monarchies. There is a fundamental difference in the conditions of use of
the existing oil reserves between private and national public companies:
> If the state or monarchy (which we will from now on refer to as the state)
assigns the national state-owned oil/gas company (which we will from
now on refer to as the oil company) to develop its own resources, the oil
company has the exploratory rights for the development of resources
within the allotted land, in the interest and on the behalf of the state.
> If the state permits its resources to be developed or extracted by
private or international oil companies, such authorisation will be
granted through a concession or a lease. The company obtaining a
concession to the land for oil or gas extraction will pay a royalty1 to
the land’s sovereign.
All mentioned below are mainly applicable to private and/or international
oil companies.
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PRE-TENDER AND TENDER PROCEDURES
Commercial demining entities tend to compete for demining services in support of oil companies. This is explained by more flexible and mutually
acceptable management systems and cultures between commercial bodies.
International non-governmental organisations have also chosen to bid on a
number of occasions, but have historically been less successful in winning
commercial contracts in support of the oil and gas industry.
PRE-TENDER PHASE
The period following the contracting agency’s decision to start an oil or gas
exploration in a region containing a suspected hazardous area, and before
the granting of concession, is called the pre-tender phase.
Several possible causes influence the solicitation methods of the contracting
agency’s tenders. Commercial interests and national governmental requirements (including public procurement law and other governing legislation)
lead the methods of contracting agencies.
The first initial solicitation may be issued in the form of a letter of interest
(similar to a call for an expression of interest) to prospective demining
contractors without a specific commercial opportunity, but including information on what kind of contractors the contracting agency may be looking
for in the future. The contracting agency distributes a letter of interest to a
limited number of potential contractors.
Contracting agencies use the pre-tender phase to collect and analyse information for any future required expenditures, recourses or timeframes for
site-preparation works, including mine action services. Prospective demining
contractors should ensure that they have professional demining and EOD
competencies to support site preparations for oil and gas extraction, and
focus their activities on developing methodologies to shorten the service
timeframe as much as possible. Fast clearance and meeting of deadlines is
essential to not slow down surveying or oil and gas extraction operations.
During the pre-tender process, the contracting agency will sometimes contract,
without a formal tender, an organisation or a mine action expert to conduct
the initial non-technical survey. Depending on the results of the non-technical
survey, the advice given by the consultant and their compliance with the
budgeted and scheduled recourses needed for preparation works, the
contracting agency may also contract this organisation /expert to initiate
and facilitate the tender process.
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If contracted services for non-technical survey and the consultancy have
been completed, the contracting agency may cooperate further with the
demining organisation until the concession for oil/gas in the suspected
hazardous area is granted. In this case, the demining organisation is requested to adhere to a confidentiality agreement, and to refrain from distributing
any information of the work done for the contracting agency. The contractor may also be requested to be ready to provide further assistance in formulating and issuing tenders, if requested by the contracting agency.
The contracting agency will often strictly prohibit the demining organisation under penalty of fine, and as part of the contract, to share any data
concerning the contracting agency’s intentions or approaches to business
development for any site. In most cases, the pre-tender phase documents,
such as contracts, reports, estimated accounts, proposed methods, optimal
timeframe and other documents, are considered as commercial in confidence.

TENDER PHASE
For the last fifteen years, a significant portion of mine action contracts has
been managed through various competitive tendering processes. But the
tendering for demining in support of commercial oil and gas companies
remains screened, and is accessible to only a few shortlisted bidders.
The tender phase is a part of each oil exploration project. This phase starts
with the submission of proposal requests to shortlisted bidders, and continues
during the various stages, until such a time when a contract is awarded.
There is not any specific adapted international standard for the tendering
undertaken by commercial firms. It is regulated by national laws such as
procurement laws, corporate statutes, owners’ solutions and/or the decisions
of board’s.
Commercial oil companies may tender for a project, combining all services
and works in one or several separate projects, with different contractors for:
> non-technical survey
> technical survey
> demining and EOD clearance
> mine risk education
> quality control and quality assurance
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Contracting agencies may contract a demining organisation without a tender
process. Normally this can only be done if the total budgeted contract cost
is expected to be less than a predetermined amount, according to corporate
rules and regulations for that specific type of work. For example, statutes of
some oil companies allow for non tendered services and works, when the
total amount is less than $100,000 or the equivalent.
In practice, contracting agencies prefer to tender for three types of contracts
as follows. Contracts for:
> technical survey along with demining, EOD and MRE, if required
> quality control
> quality assurance and non-technical survey (if it was not complete
before)
Every company has incorporated standards and guidelines for all types of
activities, including the work of the company’s tender committee. A tender
committee will normally consist of authorised members from the company.
When tendering for demining support, a tender committee may have exceptions
to this rule and may include mine action experts. Experts are usually trusted
individuals, consultants or representatives of a demining organisation
previously contracted for non-technical survey during the pre-tender phase.
The tender committee normally requires bidders to submit proposals in two,
three or four separate envelopes and in the official language of the state.
The first two envelopes are normally used for the technical and financial
components. The third envelope is for, but not limited to:
> un-priced commercial offers
> the bidder’s requirements for payment conditions
> the bidder’s agreement with all general terms and conditions of the
contracting agency
> the bidder’s acceptance that the local national jurisdiction of the state
is competent to settle any disputes which may arise between the
contracting parties
> the bid bond as a bank cheque, certified by the bank of the state
There is not a single valued extent for the bid bond for every case. It might
be either a predefined amount or a percentage of the overall proposed value
of the contract. On average, the bid bond value is approximately 0.5 per
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cent of the total bid price and depends on the contracted works and services.
The bid bond is used when the contracted demining operation involves
expensive mechanical demining systems or other specific and high-value
technologies. The bid bond cheque is to be returned later to non-awarded
bidders. Some contracting agencies may request a bank guarantee from bidders which is valid for several months after the bid submission date.
The fourth envelope is for all other supporting documents as follows:
> the firm’s proven qualifications in demining and EOD, and other
required qualifications as per the tender documentation
> legal and financial documents, according to the prevailing laws of the
state
> commercial registration
> registration certificate from the Chamber of Commerce
> working permission from the state
> proof of tax payment
> financial status of the last three years, etc
The tender committee will evaluate the bidders’ proposals, according to the
predetermined criteria, and in accordance with the company’s standards,
taking all financial and legal aspects of the bids into account. The participating
mine action expert will evaluate only the technical proposals, and prepare
an evaluation form, including comparing technical competencies of all bidders
for the tender committee. The expert will also estimate the approximate cost
of each bidder’s proposal.
The final decision on the award of a contract will be made by the tender
committee. The manager or director of the contracting agency is usually the
authorised person who signs the contract with the demining organisation
for survey/demining/EOD works, in support of the seismic survey, camp/
worksite construction and any other site preparations.
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PAYMENTS
Budgeting for demining in support of the oil and gas industry is one of the
most important and distinctive features of the contracting process. Managers
of demining organisations frequently underrate the importance of correct,
realistic and detailed budgeting.
Pre-tender phase work and services are usually paid for with accumulative,
innovative or other funds from the contracting agency. These funds are
invested at the expense of certain deductions from net profit of other
projects. Contracting agencies make an effort to keep these funds continual
and to operate within predetermined and well-defined budgets. Payments for
demining projects during and after the tender phase can have completely
different sources. The main source for the cost of survey, clearance works
in support of seismic surveys, and the engineering capacity of the contracting
agency, normally comes from royalties.
There are various types of royalties, depending on individual agreements
between the landowner issuing the royalty and the oil company obtaining
the same.
Most oil companies with the intent of exploring and extracting oil for the
first time in mine-affected regions are mitigating possible risks through the
establishment of unique royalty agreements. Such agreements enact a landowner to be in charge of additional and non-direct commercial benefits, no longer
useful to the oil company, but originating from its operational activities.
Royalties obliging landowners for extra expenditure are sometimes called
Freehold Royalties or Overriding Royalties. The main idea of both types of royalties
is based on the proceeds from gross production of crude oil, and is free of
any costs associated with capital, environmental, or land released. These
types of royalty agreements are mainly effective as follows:
> Firstly, the oil company is granted concession rights after paying the
landowner a total capital cost. After the oil company has commissioned
capital assets such as buildings, compounds, transportation systems,
or released land, the landowner goes through a financial audit and
subsequently reimburses the oil company for any corresponding
expenditures. Reimbursement of expenditures here means that the
landowner gains the rights of the capital assets that were acquired
and constructed by the oil company.
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> The second type of royalty agreement is when the oil company
obtains the concession after paying a capital cost, minus the estimated
expenditure for capital assets. The validity of this concession is limited
until the time of the landowner’s financial audit process. If the financial
audit confirms the data provided by the oil company, the landowner
will prolong the validity of the concession and acquire rights on the
capital assets. If not, the landowner suspends the power of the
concession and requires the oil company to pay extra, which had
been deducted earlier.

Pipelines

Demining services are considered a support element or a part of site preparation during the initial stages of creating capital assets.
Demining contractors release land through clearance, technical or nontechnical survey operations. In order for the contracting agency to carry out
further operational activities, drilling rigs and other facilities are sometimes
constructed. Oil companies may pay the contractors for this service from
the royalties.
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The initial source of funds for this purpose is the landowner, ie, in most
cases, the national governing authority of the state. The capacity of the state
funds is always predetermined, limited, and may have sourced funds from
donors such as international organisations, other countries’ governments,
etc.
In most cases, a demining contract in support of the oil and gas industry will
assist national authorities indirectly, since released land also creates direct
and advantageous conditions for developing the state’s economy and the
nation’s prosperity.

DEMINING IN SUPPORT OF SEISMIC SURVEYS
Seismic survey measures the earth’s geophysical properties, through seismic
waves.
The oil and gas industry uses several different computerised methods of
seismic survey, which vary, depending on:
> types of waves and oscillation frequencies
> geophysical properties
> the stage of:
> the exploration process
> assigned tasks
> geographical, climatic and surface conditions
> resources
> the technical methods used most often by the oil company
The methods of seismic survey are normally referred to as 1D, 2D, 3D, 4D:
> 1D is a one-dimensional seismic survey of the earth’s properties,
around a single vertical wellbore2, where exciting/receiving points3
are located within the area, according to specific requirements and
geophysical formulas.
> 2D is a two-dimensional straight line seismic survey. This method is
used to search new hydrocarbon reservoirs. Preparation work for
carrying out this method consists of placing on the surface
exciting/receiving points along a straight line. The results reflect a
number of surveyed kilometres of stripes.
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> 3D is a three-dimensional volumetric seismic survey. There are few
variants of this method. The objective is the same as 2D – to search
for new hydrocarbon reservoirs. The difference is that the receiving
points of the 3D survey are placed on the surface by the grid or rectangle
(perimeters) principle. The result reflects the size of the surveyed
area in square kilometres.
> 4D is a time-laps seismic survey that involves the acquisition and
interpretation of seismic waves repeated periodically over a hydrocarbon4 field. The objective is to determine the changes that occur in
the reservoir as a result of hydrocarbon production.
Acoustic energy is normally provided through the detonation of explosive
charges or through the use of large vibroseis5 trucks. Explosives are used
for 1D and 4D methods. Oil companies will only use explosives during 2D
and 3D surveys for small areas of broken terrain, or in conditions of dense
vegetation, and areas where vibroseis trucks cannot be operated. Demining
services are often required by oil companies to support preparation works
for 2D or 3D seismic surveys, in confirmed hazardous areas.

DEMINING IN SUPPORT
OF 2D SEISMIC SURVEY | REQUIREMENTS
Demining services in support of seismic surveys are different to what is
described in IMAS. Limited time and vast areas needing demining means
that one objective is prioritised; to ensure that the seismic survey team and
its logistics support team can work safely.
Clearance operations do not need, nor ensure complete clearance or the formal
handover of cleared confirmed hazardous areas (CHA) to communities or
local authorities. Typically, demining organisations are only tasked to provide
technical survey, demining and EOD tasks within the assigned CHA stripes
only.
In most cases, the contracting agency does not know the demining organisation’s requirements. Before commencing the demining phase of the project,
managers of the contracted demining organisation must coordinate with the
contracting agency and its representatives, who are responsible for the
organisation and fulfilling of 2D seismic surveys and all other related issues.
These are things which may otherwise affect the quality and timeframe of
the demining services.
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Contracted managers have to be assured that, at least, all the information
listed below is supplied by the contracting agency:
> The geographical position of the areas to be seismically surveyed.
> The precise details of all CHA stripes.
> The contact details and means of communication with the topographical
team and the seismic survey team, so that the sequence of survey and
adjustment work can be communicated on an ongoing basis.
> Type, number, overall dimensions, weight, power and frequency of
acoustic energy (vibration) of vibroseis trucks.
> The amount of vibroseis trucks driving simultaneously along each
stripe. This quantity may vary and depends on earth properties,
terrain and vegetation conditions.
> Contact details, ways and means of communications with the logistics
support team. This in order to plan locations for refuelling and main
tenance. and means of communicating with the contracting agency’s
paramedics and health treatment capacity, including means of transportation.
> Contact details, ways and means of communicating about local
authorities and other partners of the contracting agency.
Clearance operations procedures of seismic survey stripes under desert
conditions are quite similar to road clearance, as there is no vegetation and
a minimal amount of natural, smaller obstacles, such as pebbles. In all other
cases, technical survey and further demining/EOD tasks are complex, and
may include extra equipment and mechanical means otherwise not commonly
used, such as grass mowing machines or equipment, excavators, bulldozers, etc.
Seismic survey stripes do not cross each other, but are not parallel to each
other either. Depending on the terrain conditions, they can twist, come abruptly
to an end or be quite short. Some can continue for many kilometres over
bushes, forests, streams and other obstacles which the vibroseis trucks will
have to cross. There is only one rule for the seismic survey teams: the worse
the terrain, the narrower the stripe.
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At the drafting stage of technical proposals for demining projects supporting
seismic survey, in addition to the contracting agency’s requirements and
along with those of IMAS and NMAS, managers of demining organisation
should foresee that:
> The width of stripes has a direct impact on the number of deminers,
as safety distances must be adhered to.
> The vehicles used by demining subunits should be equipped with
means for self-recovery. The optimal number is one vehicle per
stripe, as in some cases there is not enough space for two. A recovery
plan should allow for one more vehicle, which should be on duty
outside the confirmed hazardous area.
> There should be one paramedic for each stripe and at least one safety
vehicle should be equipped with a trauma kit and stretcher.
> Mechanical demining systems are normally only used if most stripes
are passing through impenetrable bushes or low forest that requires
clearance. The final decision is made by the contracting agency.
During operation phase, in addition to requirements outlined in the SOW,
site managers and demining supervisors should also organise and pay
particular attention to ensure:
> Close cooperation with the topographical team marking the stripes
for seismic survey, so that topographers follow the demining team at
a safe distance.
> Coordination with the logistics team supplying vibroseis trucks. This
team may provide support for demining subunit too, if agreed
beforehand.
> While working on narrow stripes, a demining subunit should prepare
“emergency side pockets” at suitable intervals. These pockets will be
used in accidents and emergencies, and will allow other vehicles to
bypass obstacles.
> Emergency helicopter pads as required; in case of long, narrow
stripes, or if a worksite is located far from a hospital.
> Manoeuvring zones for the vibroseis trucks and logistics support
vehicles. These should be at the ends of stripes. Areas to permit uturns should be prepared, as well as refuelling points and daily
maintenance places. The points where the stripes bend should be
made larger.
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DEMINING IN SUPPORT
OF 3D SEISMIC SURVEY | REQUIREMENTS
Seismic survey, using the 2D method, has been widely used in oil exploration
since the 1950s. 3D survey was introduced only in the 1980s. This new method
gave more information on subsurface structural conditions, unobtainable
with the 2D method.
The cost of implementing the 3D method is five or six times more expensive
than the 2D survey method. However, the percentage of drilled oil wells that
turn out to be profitable are also five to six times higher with the 3D method.
There are several ways to establish the layout of receiving points, a net of
electrical cables, normally referred to as geophones. The layout can be done
by placing lines of geophones orthogonally in stripes, along which the
vibroseis trucks travel and take their measurements.
Another method is to lay the lines of geophones orthogonally to each other
to form a grid of receivers. There may be exit points along the line and vehicles
might have to move along the line. A widely implemented variant of the 3D
method is an allocation of perimeters made up of geophone cables.
Deciding which method is to be used depends on the geophysical properties
of the earth and the existing terrain conditions. For example, if the method
of establishing perimeters has been completed in an area with swampy
terrain, or in an area with water pools or small lakes, the perimeters of the
geophones must go around the impassable plot of terrain. This is to avoid
the use of acoustic sources inside of this plot.

Vibroseis trucks

Vibroseis truck maintenance
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Preparation work and coordination with the contracting agency and other
related professionals involved in conducting and supplying the 3D survey
should be organised within the demining organisation in a manner similar
to that of the 2D survey described above.
There is however, a significant difference in the size of the areas to be cleared.
Demining for 2D involves clearing stripes which are used for both the vibroseis trucks and the receiving points where cables have been laid. Demining
for 3D also involves clearing all stripes, but every pass for geophone cabling
must be cleared as well.
In 3D therefore, the total area of surveyed and cleared areas will be considerably larger than for 2D. At the drafting technical proposal stage for demining
in support of 3D survey, in addition to the considerations that must be made
when clearing both a 2D and 3D survey, managers must foresee and plan
for the following:
> The total number of deminers involved in the project, which should
correspond to all SOW requirements, and which is likely to be
higher than those involved in a 2D survey.
> Using mine detection dogs may be advantageous for clearing narrow
passes.
In addition to this, during the operational phase, site manager and site
supervisors should pay additional attention to:
> How demining tasks are organised, which should be in such a way
that when one subunit is surveying/demining a pass for further laying
of geophone cables, it crosses the itineraries of other subunits. These
cross points will be used as “emergency pockets”.
> How deminers clear passes. They may use a vehicle from the group
from the seismic survey team that is laying out cables, if previously
agreed. The seismic survey team consists of groups responsible for
the following:
> laying out geophones
> collecting geophones
> operating the vibroseis trucks
> recording of acoustic signals
> If, during the clearance in support of the seismic survey team, additional
parts of the CHA are cancelled if mines/UXOs are not found in some
areas.
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> If demining managers and supervisors use IMSMA through the
appropriate national authorities. Demining in support of a 3D survey
creates favourable conditions for further successful, prompt and
quite cheap land release of areas demined in the interest of the oil/gas
industry.

CLEARANCE OF WELL PADS AND VENTILATION SHAFTS
The explosive ordnance disposal clearance of well pads and ventilation shafts
can be one of the most technically complex and demanding operations
EOD technicians in support of oil/gas industry have to carry out.
It requires developing safe procedures, along with a detailed understanding
of the design and make up of well and shaft systems, and it should only be
undertaken by appropriately qualified EOD personnel. It is not a task for
deminers or other field staff. Main functions, methods and approaches to
clearing wells and shafts correspond with contracting agency guides on
clearing structures or heavy vehicles. The GICHD Technical Note on
Clearance of Armoured Fighting Vehicles may be used as a general reference.
The key differences between clearing wells/shafts and dispersed constructions
or heavy vehicles, are the organisational specifics of the processes and their
probable consequences, which can be significant. Customers requesting the
clearance of wells will want to prevent unrecoverable damage to the wells
and surrounding equipment. Demining wells is a specific task, not regulated
by IMAS or NMAS. This issue of EOD work at well pads and ventilation
shafts is considered to be an “anti-terrorism task” and is regulated by various
departmental standards.
The process of drilling new wells is expensive, and newly drilled wells may
be defective, because of bad quality, low pressure, small capacity or an absence
of oil/gas. The result can be the disposal of the encountered explosive
ordnance in-situ, which will have a negative environmental impact and will
mean changing the scheduled plan of extracting and transporting the oil/gas.
As well as causing financial repercussions, it will also have an affect on:
> the various features of oil engineering construction
> unscheduled non productive time
> the length of lease agreements
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The oil and gas industry has analysed the average time it takes to extinguish
fire in an oil well as close to one week, and the restoration period as up to
four weeks. This loss of time is expensive and loses the oil company income.
The risk of destroying the existing well must be balanced against the cost of
establishing a new well with ventilation shafts.
Contracted demining organisations are commonly requested to:
> assess and technically survey all possibilities of clearance
> reduce the contracting agency’s expenditure and time for the restoration
of the well
Specialist EOD tasks are normally organised and conducted, following the
approval of, and in close coordination with, oil engineers. EOD specialists
should prevent unexpected mine or other explosive ordnance detonations
and should also ensure safe working conditions for oilmen operating within
the effective casualty radius.
A contract for clearing the well or shaft should, among other features,
include:
> a timeframe, including the period of constructing extra outlets and
preparing preventive measures
> an engineering assessment of the effective casualty radius above the
ground surface, and the destructive radius below the ground surface,
which could destroy underground parts of the well/shaft
> an engineering evaluation of numbers, diameters and slopes of all
extra outlet tubes
> planning and approval of suggested operational activities with oil
engineers
> specific risk education for oilmen working in dangerous areas and
their surrounds
> a fire-fighting team that may be contracted by the contracting agency
independently, or subcontracted by the demining organisation
> expenditure for life and disability insurance against mine accidents
for all personnel, including oilmen involved in the work within the
danger area and it’s surrounds
> additional detection technology, such as in-shaft laser and telescopic
detectors, cameras and more
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Contracted EOD works of wells/shafts normally consist of three subphases.
The first is technical survey, along with submitting the proposed engineering
assessment and evaluation; the second is provision of safe works for preparing
preventive measures. The third is the disposal of the explosive ordnance, in
combination with effective fire-preventive measures, and a plan for fire
extinguishing.
The total cost of a contract for clearance of wells/shafts is uncertain in the
initial phases. Planning and fulfilment of every subphase of such a contract
depends on the results obtained in the previous subphase. It is therefore
proposed to conclude a contract stipulating piecework payments for every
subphase, which is a non-fixed price contract where the contracted work is
divided into phases that are individually paid for.

TIME ASPECTS
Continuity resources of all commercial companies are under pressure due
to market conditions, competition and operational requirements. The time
aspect is of the highest importance and must be aligned with current market
requirements. Commercial operators must have a full understanding how
the oil and gas industry works, what drives it, and the requirements for timely
delivery of demining services.
Oil prices are set by current petroleum stocks, and depend on the oil supply
in the upstream sector of the industry, and the consumers’ demand. The
majority of oil supply contracts are paid for in advance.
Time delays and non-delivery have severe consequences for the oil companies.
Negative information may provoke stockbrokers to hold up trading with
the oil company and draw their attention to other companies on the market.
Non-conformance with the oil company’s public business plan may very
well lead to the loss of the company’s consumers. In other businesses, such
as the wheat or real estate market, profit is directly dependent on when
buying and selling takes place.
On the contrary, the oil business is quite flexible and oil products can be sold
at any time. However, the level of income depends directly on continuous
and non-stop trading. Low prices one day will be reimbursed by high prices
another day and vice versa.
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Oil companies assume liability for an uninterrupted and continuous supply
of petroleum. The majority of oil company requests demining services
proposals do not contain a defined requirement of time for a project. The
timeframe for preparation works in support of exploration, and the start of
extraction of oil, are given the highest priority out of all other components
of the oil extraction. This is the most prominent difference between humanitarian demining projects contracted by NMAAs, and demining projects
which are carried out in support of the oil and gas industry.
During the preparatory phases of oil extraction, the oil companies will
conceal their intentions and plans. But once the concession is granted, they
often exaggerate the options as regards:
> prices, scales and quantity of future contracts
> quality of exploring reserves
> the company’s production capacity
> time schedule, etc
Subsequently, the oil companies will seek to start the extraction of oil as
soon as possible after the concession has been granted. This to uphold their
own competencies and promises against the requirements and expectations
of the market. Bidders are often required to assess and evaluate the minimal
time needed to complete the requested services. The best combination of
time, price and technical competencies will be awarded the contract, with
the most important aspect being time.
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SPECIFICS FOR DEMINING CONTRACTS
IN SUPPORT OF THE OIL/GAS INDUSTRY
Oil companies are assumed to be free to enter into contracts with demining
organisations. Every such agreement is implicated as a business contract
with inherent terms and definitions, and can be full of the legal jargon of the
industry. The below is not supposed to explain this jargon, but a few very
important terminologies should be mentioned to aid a better understanding.
For example a contract may be concluded with a landowner, a lessor, a lessee
or a landman, and all of these may act as the contracting agency (see
descriptions of these below). The design of contracted projects, as well as
the amount and schedule for payments and quality control, depends on the
liability and responsibility of each contracting agency. All contracting agencies
have different business objectives, approaches and power.
1. A landowner, in most cases is the state granting concessions for the
land to lessors. Demining services contracted by the landowner in
support of the oil/gas industry is very rare.
2. The lessor is the juridical entity that owns, through a concession, the
oil and gas in the area in question, but may not be the owner. The lessor
pays royalties to the landowner and issues the lease to the lessee. This
is a document which permits exploration, development, drilling and
extraction of oil/gas. The majority of contracts for site preparations
and services including demining are signed with the lessor.
3. The lessee is the oil company with the opportunity to explore, develop,
drill and extract oil/gas. The lessee pays a rental fee to the lessor for
the privilege of exploring and developing the lessor`s land for oil and
gas production. This rental amount is usually on a per acre basis. The
lessee may be refused permission to carry out exploration for oil in
mine-affected areas, if the lessor did not carry out earlier clearance of
this area.
4. The landman is a juridical entity brokering6 between the landowner,
lessor and lessee. The landman negotiates the oil/gas permit. This
term is subject to a contract and therefore may be bargained for. For
instance, the parties may have bargained for rental or for a royalty.
The landman may initiate site preparations including demining.
Usually such contracted services are concluded by a tripartite
contract, where the landman is to pay to contracted companies and
to require reimbursement from the landowner, lessor or lessee.
Typically, a broad spectrum of penalties beneficial to the contracting
agency will be stipulated through the contract in case of breach. The
most complicated requirements for contracted demining organisations
may be contained in tripartite contracts.
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The carrying out of quality assurance (QA) and quality control (QC) may
be warranted by more then two external inspection bodies: representatives
of the landman, representatives of the lessor or lessee, and another independently contracted demining organisation for QA/QC. Approval of survey/
clearance reports requires approval by all bodies, which all have different
methodologies and approaches to assessments and evaluations. If one of the
inspection bodies is not satisfied with the executed services it will affect the
work schedule, may disturb the time balance and as a result, affect the
amount and timeliness of payment.
Demining organisations involved in business contract negotiations can
achieve far better results if they have a thorough understanding of what the
contract actually means. Some agreements should be signed as ‘Cost Plus
Contract’ with defined minimum (and possible maximum) amounts of payments
for each phase and/or piecework. Such contracts are not widely applicable
in humanitarian demining projects contracted by international organisations,
but this type of agreement is well fitted to services in support of commercial
entities, where the assignments are several, or where different tasks are
dependent on one another as regards time and the financial performance of
the contracting agency.
LIABILITY
There are three main liability categories for oil companies:
> Spot liabilities are commitments for purchased goods or contracted
services that must be paid for by the company within a month
> Current liabilities are commitments that will be paid by the company
in one year or less
> Long term liabilities are commitments that will take longer than 12
months to pay off
Some oil companies have an organisational form of limited liability companies
(LLC) or Ltd. LLC and Ltd have much more flexibility than corporations
or incorporated companies as they have varying forms of managing and
distributing profits. The main distinctive feature of LLC and Ltd is the limited
number of owners, often only one individual.
Owners of such companies cannot be held personally responsible for debts,
unless they have signed a personal guarantee certified notarially. LLC and
Ltd may be dissolved if the owner dies or goes bankrupt. Before bidding
proposals are sent to LLC or Ltd, mangers of the demining organisations
should be aware of the level of liability of the contracting agency’s company,
and how they do business.
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1

Royalties (sometimes, running royalties, or private sector taxes) are usage-based payments
made by one party (the “licensee”) to another (the “licensor”) for the right to the ongoing
use of an asset, sometimes an intellectual property. Royalties are typically agreed upon as
a percentage of gross or net revenues derived from the use of an asset or a fixed price per
unit sold of an item of such, but there are also other modes and metrics of compensation.

2

A wellbore is any hole drilled for the purpose of exploration or extraction of natural
resources such as water, gas or oil where a well may be produced and a resource is extracted
for a protracted period.

3

An exciting/receiving point is the location where specific devices are used to create a
vibration through explosions or the use of a vibroseis system. This is also referred to as
vibroseis excitation.

4

An area where oil and or gas is located under the earth’s surface.

5

Also referred to as seismic vibrator. This is normally a truck-mounted device that is capable
of injecting low-frequency vibrations into the earth. It is one of a number of seismic
sources used in reflection seismology. Seismic vibrators are used to perform about half of
all seismic surveys on land.

6

A broker is an individual or party (brokerage firm) that arranges transactions between a
buyer and a seller, and gets a commission when the deal is executed. A broker who also
acts as a seller or as a buyer becomes a principal party to the deal.
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