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The Rise of New Bodacious
Independents

Peter Lovie, SPE, Senior Engineering Adviser, Devon Energy

As almost everyone knows, there has been a dramatic consolidation in the oil
industry over the past 2 decades. However, many may not realize the exten-
sive impact this shift has had on independent producers and how these com-
panies have reinvented themselves in the face of change. Of 36 publicly traded
independent producers in 1997, only 12 remained in 2007. Fig. 1 charts the
growth of the remaining independents, mostly by acquisition, measured in
enterprise value. A few have emerged as so-called “super independents,” such
as Anadarko and Devon, followed by Apache, Chesapeake, and XTO. To put
these companies into perspective, Anadarko and Devon have grown individu-
ally to become the same size ChevronTexaco was 5 years ago and more than
three times the size of Unocal when ChevronTexaco bought it 3 years ago. The
chart also illustrates how the corporate landscape has changed since 1997. A
decade ago, Unocal was the largest US-based independent. Today, Unocal and
many other familiar names are gone.

Some of these surviving independents have achieved stature on an inter-
national scale. If you were to combine Anadarko and Devon, you would
create a company larger than the national oil companies of Spain (Repsol)
or of Norway (StatoilHydro). The growth of these super independents is also
evident in the size and complexity of the field developments they are willing
to tackle. Consider the Chuck prospect in the U.S. Gulf of Mexico (GOM), a
USD 100 million wildcat being drilled in 6,500 ft of water. Devon is operator
of Chuck, with a 40% interest. The company and its partners, ExxonMobil,
ConocoPhillips, and Maersk, are drilling through a substantial salt canopy,
targeting a Lower Tertiary reservoir more than 33,000 ft deep, and the Chuck
exploratory well is expected to reach total depth this quarter.

The GOM’s deep water is a frontier even for the super majors. Yet Devon
runs second behind only Chevron in acreage within the trend. Despite the
technological challenges that stretch the industry to the brink of its capabil-
ity, Devon has flourished in the deepwater environment. So far, the company
has been involved with seven wildcat wells in the Lower Tertiary. Four have
been discoveries, two were unsuccessful, and completion of the Chuck well
is expected later this year. Looking ahead, Devon has 18 additional Lower
Tertiary prospects waiting to be explored.

In July 2007, the enormous Independence Hub began producing natural gas
from 10 separate deepwater fields in the eastern GOM. The hub’s designers
stretched the limits of conventional construction to build a platform capable
of producing 1 Bcf/D of natural gas. The Independence Hub is more than a
technological feat. As its name implies, the hub represents a new day, a new
stature, and a new role for the nation’s independent energy producers. It
represents the collaboration of Anadarko, Hydro, Devon, and Dominion. The
companies combined innovation and cooperation to achieve an objective they
could not have accomplished individually.

These super independents do not seem to be carried away with their size.
In this new era, the companies recognize that they are at the same table with
the majors. The risks are the same and so are the stakes. They have respond-
ed to the hazards that come with multibillion-dollar field-development
projects with sophisticated project-management processes and capital disci-
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Today, there are no easy answers. As you take on maximizing production in more complex
and remote environments, the challenge is leveraging technology to automate operations and
increase recovery.

Schlumberger Information Solutions brings digital operations solutions that unlock the potential
of your production teams.

“Petrobras Energia Ecuador used the Avocet™ Integrated Asset Modeler software to implement
a successful hydraulic fracturing campaign on 10 wells. The result was a net field production
increase of 20%."—~Benito Cabrera, Reservoir Engineering Technical Advisor, Petrobras Energia

Breakthrough Team Performance

www.slb.com/sis
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Fig. 1—US Independents, 1997 and 2007, by enterprise value in USD billions. Shaded portion is growth by
acquisition. Empty outlines are companies no longer in existence.

pline. Like the majors, they work to minimize the risk of
overruns, and they manage the delays and complications
that are often created by tight supply chains, escalating
costs, and unproven technologies.
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Through the last decade, these super independents
have risen into a new leadership role within the industry.
As their enterprise values have grown, their purchasing
power and influence within the industry have grown
along with their demand for comprehensive worldwide
oilfield services. Service companies from Europe are dis-
covering the need to build relationships with a whole new
set of customers. The US oil companies the Europeans
knew from the North Sea a decade ago represent only a
fraction of the prospective US customer base today.

It used to be that the world had majors, the Seven
Sisters, and independents. In recent years, other labels
have surfaced such as super majors, independent refiners,
independent E&P companies, and integrated oil compa-
nies, all with their own defining characteristics. Perhaps
it is time for a new genre in our industry, known as the
“new bodacious independents.” It is a label that may do
the best job of describing what Anadarko and Devon
have become, and what Apache, Chesapeake, and XTO
are becoming. They are independents with remarkable
agility and an adventurous drive to tackle the industry’s
most extreme technical challenges. They stand shoulder
to shoulder with super majors in some of the world’s most
complicated technical environments, such as the GOM’s
deep water and Canada’s oil sands.

Our industry’s competitive landscape has changed.
Today’s independents have redefined themselves across
North America and around the world through their tech-
nological achievements. They make up the backbone
of the U.S.-based industry, accounting for most of the
nation’s oil and natural gas production. They represent
a new breed of independent, a product of the industry’s
great consolidation. JPT
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Salty's Frac Tanks. Make them your own.

Customized frac tanks available for your business today.

Salty's Manufacturing is proud to offer wastewater storage and disposal tank solutions - designed just for you. Our customized
frac tanks are built with superior workmanship and developed for use in a variety of oilfield applications. And our competitive
prices make owning your tanks a smart and affordable decision. Salty’s large inventory of frac tanks means you can choose from
flat-bottom or round-bottom tanks - in any number of colors. We'll even add your decal, so you can get down to business.

To place your order, please call 866-90-SALTYS or email sales@saltys.biz.
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