
A4 SUNDAY, JANUARY 11, 2015 GALVESTON COUNTY, TEXASTHE DAILY NEWS

LOCAL

ers cut back, affecting 
every type of support 
industry.

Rig count down
“We’ve definitely 

felt a softening in our 
market,” said Jonathan 
Hale, vice president of 
marine repairs for Gulf 
Copper, which repairs 
and refurbishes marine 
vessels and offshore rigs 
at its yard on Pelican Is-
land in Galveston. “We 
don’t really know what 
it’s going to do to us; the 
rig owners control our 
destiny.”

It’s apparent that 
companies are laying up 
offshore vessels as prices 
drop, Hale said.

U.S. oil drillers laid up 
more rigs in the fourth 
quarter of 2014 than 
they had since 2009, ac-
cording to Bloomberg. 

The rig count fell by 
93 in the three months 
through Dec. 26, and 
lost another 17 late that 
month, Baker Hughes 
data show. About 200 
more will be idled over 
the next quarter as 
U.S. oil explorers curb 
spending, according to 
the report.

Gulf Copper has an 
overhead staff of about 
50 and a core group of 
175 workers. It relies 
heavily on subcontrac-
tors and isn’t planning 
major job cuts, Hale 
said.

“We’re not optimistic 
or pessimistic,” Hale 
said. “We’re just buck-
ling down.”

‘Very busy right now’
Jayson Levy, president 

of Industrial Material 
Corp. on the island, said 
he isn’t much concerned 
about the drop in oil 
prices.

 “We’ve been in this 
business for over half 
a century and expect 
cycles, particularly in 
the energy industry,” 
Levy said.

Industrial Material is 
a metals and industrial 
supplier and fabricator 
providing services for 
engineering, construc-
tion and pipeline com-
panies that build plants 
and infrastructure. 

A few years ago, 
Industrial Material 
began seeing strong new 
demand because of 
the shale energy boom 
across the nation. 
Shale-derived oil and 
gas provided abundant, 
cheaper energy and 
feedstock, inspiring a re-
naissance in the regional 
petrochemical industry, 
and resulting in mul-
tibillion dollar invest-
ments in construction 
and upgrades, Levy said.

The collapse in oil and 
gas prices will reduce 
demand, but owners of 
these facilities are large, 
long-term players that 
understand the industry 
is cyclical, Levy said.

“They expect varia-
tions in prices and are 
following through on 
the larger capital proj-
ects we’re involved in,” 
Levy said. “We’re very 
busy right now and 
expect to remain so for 
at least six months.”

Different energy plays 
have different costs and 
react accordingly, Levy 
said. In some areas, 
exploration and produc-
tion are still profitable 
even at current prices 
because they are less 
costly. Operators in the 
Eagle Ford shale have 
some of the lowest pro-
duction costs and most 
are still profitable, Levy 
said.

But other shale 
formations and deep-
water drilling are more 
expensive, prompt-
ing many operators to 
significantly scale back 
their exploration and 
production and reduce 
spending, Levy said.

The harsh reality
Those directly in-

volved in oil drilling will 
be hurt by falling prices, 
said Michelle Foss, chief 
energy economist at the 
Bureau of Economic 
Geology at the Univer-
sity of Texas.

“Anything drilling 
related is at risk,” Foss 
said. “That’s the reality. 
That’s the harsh reality.” 

But those further 
down the line, such 
as oil refineries, will 
benefit. 

“Right now, obviously, 
refineries are able to buy 
crude very cheaply and 
they are able to sell it 
and actually make pretty 
good money because 
prices at the pump aren’t 
moving as fast as prices 
of crude,” Foss said. 

Valero Energy, which 
operates a Texas City 
refinery, buys millions 
of barrels of oil a day 
and lower prices are a 
good thing, spokesman 
Bill Day said.

Low crude prices 
mean cheaper raw ma-
terial, which can fatten 
the profit margin for 
refiners, Day said.

Some energy compa-
nies will be squeezed 
out by the dropping 
prices, however, said 
Charles McConnell, ex-
ecutive director of Rice 
University’s Energy and 
Environment Initiative 
and former U.S. Assis-
tant Secretary of Energy.

But for others, this 
will be an opportu-
nity to streamline and 
become more efficient, 
he said. 

“An inflated price al-
lows a lot more mar-
ket participants to be 
involved,” McConnell 
said. “I think you’ll see 
those folks be impacted 
dramatically. This is the 
time when big players 
will look at acquisi-
tions.” 

The energy market is 
cyclical and the price of 
crude oil was not going 
to stay at over $100 a 
barrel forever, he said. 
McConnell said he has 
lived in Houston for 
more than two decades 
and has seen oil prices 
as low as about $20. 

The price per barrel 
likely won’t drop that 
low this time around, he 

said. 
“I don’t see this as the 

end of the world — far 
from it,” McConnell 
said. “We are going to 
feel it more than anyone 
else, but we’ll have the 
ability to feel it and con-
tinue to stay strong.”

Dropping gas prices 
A gallon of gas was 

as high as $3.49 in the 
Houston area in June, 
according to the website 
GasBuddy.com. The 
price is now averag-
ing about $1.95 in the 
region, according Gas-
Buddy. 

Mega-convenience 
store chain Buc-ee’s 
owner and CEO Arch 
“Beaver” Aplin said 
cheaper prices have 
been good for his busi-
ness, even if his profit 
margins on fuel are 
slim.

“I’d rather customers 
pay $2 a gallon than $3 
a gallon,” Aplin said.

Buc-ee’s, which buys 
hundreds of thousands 
of gallons of fuel at vol-
ume discounts, already 
was selling at lower 
prices. Aplin conceded 
that current prices cut 
into his profit margin in 
gas sales, but may drive 
sales elsewhere.

“That’s $50 more the 
customer has to spend 
on something other 
than gas,” Aplin said.

Texas City Mayor 
Matt Doyle said slid-
ing oil prices would be 
tough on Texas, Loui-
siana, Oklahoma and 
North Dakota.  

But Doyle sees a 
bright side. The lower 
pump prices give 
consumers as much as 
$1,000 a year extra to 
spend on something 
other than gas. 

“That’s good news for 
the retail guys and good 
news for consumers,” 
Doyle said.

Contact reporter Laura El-
der at 409-683-5248 or laura.
elder@galvnews.com. 
     Contact reporter Christo-
pher Smith Gonzalez at 409-
683-5314 or chris.gonzalez@
galvnews.com. 

Mainland editor T.J. Aulds 
contributed to this report.
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Crews are working on a crane barge dry docked at Gulf Copper on Pelican Island on 
Thursday. The barge, which has not been in use for a few years, is being refurbished to 
return to service in the oil industry in South America. Jonathan Hale, vice president of 

marine repairs for Gulf Copper, noted that the company has “definitely felt a softening 
in our market,” but they remain neither ‘optimistic or pessimistic. We’re just buckling 
down.”  JENNIFER REYNOLDS/The Daily News

Crude oil prices
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Welder Karl Townley works in the fabrication shop at 
Industrial Material Corp. in Galveston on Friday. STUART 
VILLANUEVA/The Daily News
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