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Introduction
Anadarko Petroleum Corporation stands as one of the most significant players in the
history of the American oil and gas industry. Its story is not merely one of corporate
growth and expansion, but one that mirrors the evolution and complexities of the
hydrocarbon sector in the United States and beyond. Founded in the late 1950s in
response to both resource discovery and regulatory realities, Anadarko's journey
spans over sixty years of innovation, challenge, opportunity, and transformation.

From the earliest days, Anadarko was at the center of a rapidly changing industry
landscape. With its origins rooted in the gas-rich lands of the Anadarko Basin—a
region that would lend the company its name—the company quickly grew from a
strategic subsidiary into a forceful independent operator. This period of early
exploration, deft navigation of government rules, and infrastructure investment set
the stage for what would become a relentless pursuit of opportunities both at home
and overseas.

The decades that followed witnessed Anadarko's aggressive drive to expand its
reserves and diversify its operations. Through a series of high-stakes acquisitions,
including Union Pacific Resources, Berkeley Petroleum, Western Gas Resources, and
Kerr-McGee, Anadarko shifted from a regional presence to a major global competitor.
Venture after venture—in Algeria, Mozambique, Ghana, and the deep waters of the
Gulf of Mexico—revealed the company’s appetite for discovery and its expertise in
challenging technical environments. Yet, this relentless pursuit was not without
consequence, as it brought forth both record-breaking discoveries and formidable
environmental and legal challenges.

Financially, Anadarko exemplified both the rewards and risks inherent to the modern
energy business. At its peak, its revenues soared into the tens of billions, with
significant assets spread across American basins and international frontiers. The
company’s portfolio was constantly in flux, strategically adjusted through targeted
acquisitions and high-profile asset sales to respond to market shifts and shareholder
demands.

The company’s history, however, is equally marked by episodes that redefined its
reputation and legacy. Major litigation, most notably the Tronox environmental
contamination case, and its involvement in the Deepwater Horizon disaster tested
Anadarko’s resilience and prompted shifts in industry regulatory practices. The
leadership, while visionary and bold, was often confronted by the complex reality of
balancing growth with responsibility—a balance never more evident than in the largest
environmental settlement in American history.
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In August 2019, Anadarko’s story as an independent entity came to an end. The high-
profile acquisition by Occidental Petroleum closed the book on an era of ambitious
exploration, cutting-edge technological achievement, and sometimes controversial
corporate decisions. Yet, the lessons of Anadarko’s journey—its adaptability,
innovation, and the consequences of its choices—remain highly relevant. The legacy it
leaves is not just in the fields it developed or the reserves it discovered, but in its
lasting influence on the energy industry and the communities, environments, and
markets it touched. Through this book, we explore that legacy, tracing the company’s
rise, impact, and lasting significance in American and global energy history.
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CHAPTER ONE: Origins in the Anadarko Basin
The story of Anadarko Petroleum Corporation begins not with a grand corporate vision,
but with geology and regulation. In the late 1950s, a significant discovery of natural
gas reserves in the vast Anadarko Basin set the stage for the company's formation.
This geological marvel, stretching over 50,000 square miles across western Oklahoma,
the Texas Panhandle, southwestern Kansas, and southeastern Colorado, was quickly
recognized as one of North America's most prolific natural gas provinces. Its depths
held immense promise, but tapping into that promise required navigating a complex
regulatory environment.

At the time, the natural gas industry in the United States was heavily influenced by the
Federal Power Commission (FPC), an independent agency established in 1920 that
gained significant authority over interstate gas rates with the passage of the Natural
Gas Act of 1938. The FPC’s mission was to ensure “just and reasonable” rates for
consumers and promote the conservation of natural gas resources. A particular quirk
of these regulations was that gas produced from properties owned by pipeline
companies was subject to lower price limits compared to gas produced by
independent entities. This distinction, though seemingly minor, would directly
influence the corporate structure of what would become Anadarko.

Panhandle Eastern Corporation Pipe Line Company, a major player in interstate natural
gas transportation with a pipeline system running from Texas to Michigan, found itself
with substantial gas-producing properties, primarily within this newly recognized
Anadarko Basin. To circumvent the FPC's pricing limitations on pipeline-owned gas,
Panhandle Eastern made a strategic decision: to establish a separate subsidiary
dedicated solely to hydrocarbon exploration and production. This clever maneuver
allowed Panhandle Eastern to potentially unlock greater value from its discovered
reserves by operating them outside the more restrictive FPC pricing rules.

Thus, in 1959, Anadarko was officially founded as a subsidiary of Panhandle Eastern
Corporation Pipe Line Company. The name itself, "Anadarko," served as a direct nod to
the very basin that had prompted its creation, a clear indicator of its initial geographic
focus and the source of its early potential. The nascent company was organized in
Delaware and its headquarters would eventually be established in The Woodlands,
Texas, although its initial operational base was firmly rooted in the gas fields.

The formation of Anadarko as an independent exploration and production arm of
Panhandle Eastern was a pragmatic response to the economic realities imposed by
federal regulation. It was a way for Panhandle Eastern to optimize its returns from the
significant natural gas bounty it had unearthed in the Anadarko Basin. The FPC’s
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authority to set “in-line” prices and impose rate caps on gas sales, particularly after
rulings like Phillips Petroleum Co. v. Wisconsin in 1954, had a profound impact on how
gas was valued and sold in the interstate market. By creating Anadarko as a distinct
entity, Panhandle Eastern aimed to position its production assets more favorably
within this regulated landscape.

Almost immediately, Anadarko embarked on its primary mission: drilling. By the close
of its inaugural year in 1959, the company had already drilled 17 wells within the
Anadarko Basin. A remarkable 14 of these were successful producers, a testament to
the basin’s richness and the company's initial drilling acumen. This early success was
crucial, laying a solid foundation for future growth and validating the strategic decision
to create a dedicated production subsidiary.

Beyond drilling new wells, Anadarko also began to consolidate its position by acquiring
existing production. It invested $2.5 million in exploration activities and purchased 27
producing gas wells in the Texas Panhandle. These early acquisitions, though modest
by later standards, demonstrated a clear intent to quickly build a robust production
base. The company was not just about finding new gas; it was also about securing and
optimizing existing output.

A key development in these formative years was the signing of a 20-year agreement
with Pioneer Natural Gas Company in 1960. This long-term contract secured a market
for Anadarko’s gas production from the Red Cave formation, providing a stable
revenue stream and a degree of certainty in a volatile industry. Such agreements were
vital for early exploration and production companies, ensuring that the gas discovered
could be efficiently brought to market.

Further reinforcing its operational capabilities, Anadarko undertook the construction of
new infrastructure. In 1961, the company built an 84-mile pipeline in Kansas, a critical
step in connecting its producing wells to broader markets. This investment in
transportation infrastructure highlighted the integrated nature of the natural gas
business, where discoveries were only valuable if they could be delivered to
customers.

By 1965, Anadarko had grown sufficiently to make its first significant corporate
acquisition: Ambassador Oil Corporation. This move not only expanded Anadarko’s
asset base but also coincided with a relocation of its headquarters to Fort Worth,
Texas. This shift marked a physical manifestation of the company's expanding
ambitions and its increasing prominence within the oil and gas sector.

For its first few decades, Anadarko operated as a wholly-owned subsidiary, its fate
largely intertwined with that of its parent, Panhandle Eastern. However, the regulatory
environment continued to evolve, and with it, the strategies of large energy
corporations. The idea of a full spin-off, allowing Anadarko to operate as a completely
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independent publicly traded entity, began to gain traction. Panhandle management
recognized that the true value of its exploration and production assets, particularly
Anadarko’s impressive results, might not be fully reflected in Panhandle Eastern’s
stock price.

This desire to unlock shareholder value, combined with a broader trend in the industry
and even a looming takeover attempt on Panhandle Eastern, ultimately led to a pivotal
moment. In 1986, Panhandle Eastern Corporation spun off its interests in Anadarko to
its shareholders, effectively making Anadarko a publicly traded company. This
corporate event marked a coming of age for Anadarko, transforming it from a strategic
arm of a larger pipeline company into an independent force in the American oil and
gas industry. From its humble beginnings in the gas-rich Anadarko Basin, the company
was now poised to carve its own path, free to pursue an even more aggressive
expansion strategy in the years to come.
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