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green energy business redirections. By their urgent actions, you would 
think these majors wholeheartedly believe oil and gas demand is 
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Soak up the A&D love, Bakken Shale. The reports are true. As of 
early February, two sellers and two buyers did what comes naturally: 
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economy rebounds.

Yergin: US Shale Will Grow  
Under Biden’s Rule 
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BDO Energy Practice Leader Discusses 
Optimistic Outlook for Oil and Gas

Capital access, a new growth model and the 
energy transition—Clark Sackschewsky, national 
leader of BDO’s Natural Resources Practice, 
discusses these major issues facing the oil and gas 
industry and more. 

hartenergy.com/exclusives/path-forward-
bdo-energy-practice-leader-discusses-
optimistic-outlook-oil-and-gas-192282

Exclusive Look at Samson Resources II  
Sale with CEO Joe Mills

Hear Samson Resources II CEO Joe Mills discuss 
his optimistic mindset plus how he thinks the oil 
and gas business will need to adapt to face the 
future. 

hartenergy.com/exclusives/path-forward-
exclusive-look-samson-resources-ii-sale-
ceo-joe-mills-192182 
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STEVE TOON, 
EDITOR-IN-CHIEF

The Netherlands major Royal Dutch 
Shell is the latest European interna-
tional oil company to reveal its new 

strategy to pivot its long-term plan toward 
many things “green” and away from other 
things “fossil.” The goal: to be a net-zero 
emissions energy business by 2050.

“Our accelerated strategy will drive down 
carbon emissions and will deliver value for 
our shareholders, our customers and wider 
society,” said Royal Dutch Shell CEO Ben 
van Beurden in a statement in early February.

“We must give our customers the products 
and services they want and need—products 
that have the lowest environmental impact. 
At the same time, we will use our established 
strengths to build on our competitive portfo-
lio as we make the transition to be a net-zero 
emissions business in step with society.”

It’s a fine goal on the surface, lowering 
atmospheric greenhouse-gas emissions. In 
doing so, the company defined three busi-
ness pillars for its redefined purpose. Hydro-
carbons, notably, aren’t included in Shell’s 
go-forward “growth” strategy, not even in its 
“transition” strategy. Instead, the portfolio it 
was built upon is in the “funding our strate-
gy” strategy. Oil and gas is the cash cow to 
fund the new vision. The new growth strate-
gy: marketing, power, hydrogen and biofuels.

Almost a footnote at the end of a press 
release describing the details of future 
growth-oriented investments (electric vehicle 
charge points, sugarcane biofuels, distribu-
tion of clean-electron power, hydrogen dis-
tribution hubs), “upstream” was relegated to 
the end of the line with a mere two sentences 
of attention.

Regarding its massive global upstream 
portfolio in those two sentences, Shell said 
heretofore it would focus on value over 
volume, “being simpler and more resilient, 
continuing to provide material cash flow 
into the 2030s.” Additionally, investors can 
expect a gradual reduction in oil production 
“of around 1-2% each year, including divest-
ments and natural decline.”

Buried in a bulleted list, Shell “confirms 
that its total oil production peaked in 2019.” 
The not-so-subtle message: oil is a fading 
star on RDS’ energy stage.

Shell joins fellow Euro majors bp Plc and 
Total in messaging—and capitalizing to the 
tune of $5 billion to $6 billion annually—
huge green energy business redirections. By 
their urgent actions, you would think these 
majors wholeheartedly believe oil and gas 
demand is fading to zero fast. But is it?

Quantum Energy Partners CEO Wil Van-
Loh is also a believer in the climate change 
imperative—“Climate change is happening; 
it’s real”—but he’s also an ardent believer in 
the critical role oil and gas plays—and will 
play—in meeting the world’s energy needs.

Speaking at IPAA’s virtual Private Capital 
Conference, VanLoh, contrary to the Euro ma-
jor narrative, stated, “Do I think hydrocarbons 
have a future? I think they have an incredibly 
bright future.”

He pointed to a 2018 Energy Information 
Administration study that showed 80%-plus 
of global energy in 2035 will still come from 
natural gas, crude and coal—despite the push 
for non-fossil fuels. “It’s still a lot of energy 
for a long time that’s going to come from hy-
drocarbons,” he said.

The cost to try to meet this challenge in 
terms of renewable investment is really noth-
ing short of extraordinary, he said. Some $6 
trillion in renewable investment will be need-
ed in North America through 2035 to supplant 
hydrocarbons. “That’s $600 billion a year,” he 
said. “When was the last time the U.S. oil and 
gas industry spent anywhere close to that drill-
ing and completing wells?”

Globally, $80 trillion will be needed in three 
decades to meet the needs of renewable gener-
ation, he said. “You get a sense of the enormi-
ty of the challenge. When you look at the facts 
and figures, it’s a much bigger challenge than 
anyone would care to really admit,” he said.

“I’m optimistic because I know how big of 
a challenge we’re going to have transforming 
to a renewable energy sector and how much 
we’re going to have to invest in order to just 
maintain our productive capacity. It’s still a 
tremendous amount of hydrocarbons we’ve 
got to find in the next 15 years.”

When an Arctic blast put the Deep South into 
the deep freeze in mid-February, rendering 
millions of households without power, the cri-
sis illustrated how much we depend on every 
energy source possible for our basic comforts 
and economies. Every single source of energy 
that the state of Texas relies upon for power 
generation was compromised by the freezing 
rains, according to the governor—nuclear, 
coal, wind, solar and, yes, natural gas. Don’t 
blame darkened solar panels and wind turbine 
freeze ups until you solve hydrate freeze offs 
at the wellhead that in part curtailed some 18 
MW of generation.

Maybe the Euro majors are just ashamed 
to be seen with the hydrocarbs, but we’re go-
ing to need all forms of energy for decades to 
come. Or someone’s going to be in the dark.

THE DENIAL OF  
THE EURO MAJORS

FROM THE EDITOR-IN-CHIEF
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Soak up the A&D love, Bakken Shale. 
The reports are true. As of early Feb-
ruary, two sellers and two buyers did 

what comes naturally: transact.
One deal could perhaps be read as a 

misfire—a confused visitor arriving at the 
wrong address. But two? In the Bakken, 
that’s a trend.

On Feb. 10, Equinor ASA (née Statoil) 
agreed to part with the entirety of its Bak-
ken position for about $900 million—a 
stunning sum considering the $9.2 billion 
in onshore shale and other assets Equinor 
has already written off. Equinor entered 
the Bakken in 2011 with the acquisition of 
Brigham Exploration Co. for $4.7 billion.

Taking custody of the company’s 242,000 
net acres and roughly 48,000 boe/d produc-
tion will be Grayson Mill Energy LLC, an 
EnCap Investments LP-backed company 
headed by CEO Eric Bayes. Bayes previ-
ously headed completions and production 
for Occidental Petroleum.

Equinor’s plainspoken rationale was 
along the lines of, “It’s not you. It’s oil.”

“We are taking action to improve the 
profitability of Equinor’s international oil 
and gas business. [The] announcement on 
the exit of our Bakken assets is an important 
step in this process,” Al Cook, Equinor’s ex-
ecutive vice president of development and 
production, said in a press release.

The deal comes after the rusted A&D ma-
chinery in magical North Dakota screeched 
to life in January.

Enerplus Corp. agreed on Jan. 25 to ac-
quire Bruin E&P Partners LLC for $465 
million cash in a deal it described as “high-
ly complementary” to its existing acreage. 
Bruin holds a 150,000 net acre position 
in the Bakken, including 30,000 net acres 
around Fort Berthold, with 135 net drilling 
locations.

After the deal closes, the company’s pro-
jected liquids production is projected to aver-
age about 65,000 bbl/d at the midpoint. The 
company also sees its debt falling to 1.3x.

Based in Houston, Bruin E&P Partners 
holds 151,000 net acres in the Williston Ba-
sin all located within North Dakota. The ac-
quisition includes 30,000 net acres contigu-
ous with Enerplus’ Tier 1 acreage position 
in the Bakken, plus significant production 
and development inventory concentrated in 
the Fort Berthold area.

Enerplus also expects more than $200 
million in free-cash-flow generation with 

Bruin’s assets. Of course, for any respon-
sible person, such predictions should come 
with a caveat emptor (or is it cave canem?). 
Enerplus estimates are based on $50/bbl 
WTI and $2.75/Mcf prices and assumed 
Bakken differentials of $3.25/bbl of oil, 
down from $5/bbl. For examples of where 
these sort of predictions can go wrong, see 
“industry, oil and gas.”

Still, Enerplus and Grayson Mill Ener-
gy have the benefit of paying a price more 
tethered to reality than their predecessors. 
That’s been the trend the past five years, as 
asset prices have gone from high to absurd 
to fairly reasonable valuations.

For the Bakken, it’s also good to see a 
pair of deals adding up to Permian mon-
ey—about $1.36 billion. That’s the largest 
bankroll unfurled in the Williston Basin 
since April 2019, when Northern Oil & 
Gas Inc. purchased Flywheel Energy Pro-
duction assets for $310 million.

Look for additional deals in these more 
mature, more street-wise basins to flow 
in 2021, said Jason Martinez, a strategic 
adviser and former head of BMO’s U.S. 
A&D business.

“I believe there are literally hundreds 
of millions of barrels of production wait-
ing to trade hands,” he said. “And they’re 
waiting on pricing and they’re waiting on 
financing.”

Sellers will include conventional busi-
nesses that are coming out of indepen-
dents, legacy assets that have been written 
off and underperforming assets that will 
come out of independents.

Presciently, Martinez predicted that 
companies that emerge from bankruptcy, 
particularly in certain basins, will be mar-
keting to pay off debt or pay off new equity 
owners.

Martinez said he expected companies 
with a lot of “maturity, basically PDP 
[proved developed producing] decline 
rates in the Bakken [and] Eagle Ford that 
will probably come to the market.”

Companies that have made consolida-
tion moves are also potential sellers.

“Clearly there are big pieces of some of 
the mergers that just don’t make sense in 
that pro forma company,” he said.

The market just needs some time. OK, 
some more time. Really, after last year’s 
end-of-times scale crash, shale’s A&D 
pace is recovering about as quickly as any-
one could have expected.

APOCALYPSE PRICING  
ENDS SOON

DARREN BARBEE,
SENIOR EDITOR

A&D TRENDS
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EVENTS CALENDAR
The following events present investment and networking opportunities for industry executives and financiers. 

EVENT DATE CITY VENUE CONTACT

2021
CERAWeek by IHS Markit Mar. 1-5 Virtual ceraweek.com
Haynesville Shale Golf Classic March 15 Shreveport, LA Southern Trace Country Club loga.la
West Texas Oil & Gas Convention March 24-25 Midland, TX Midland County Horseshoe Arena texasalliance.org
25 Influential Women In Energy March 25 Virtual influentialwomeninenergy.com
Texas Wildcatters Open March 25 Cypress, TX Blackhorse Golf Club ipaa.org
Energy ESG Conference March 31 Virtual energyesgconference.com
TIPRO Annual Convention April 6 Virtual tipro.org
Enercom Dallas April 6-7 Dallas Tower Club enercomdallas.com
World Oilman’s Poker Tournament April 7-9 Las Vegas Encore Resort & Casino wopt.org
Water Management Conference April 14 Virtual hartenergyconferences.com
World Oilman’s Minerals & Royalties Conf. April 19-20 Houston Post Oak Hotel mineralconference.com
Corrosion 2021 April 19-31 Virtual nacecorrosion.org
Minerals Conference April 28 Virtual hartenergyconferences.com
Williston Basin Petroleum Conference May 11-13 Bismarck, ND Bismarck Event Center ndoil.org
Houston Producer’s Forum Golf Tournament May 18 Cypress, TX Blackhorse Golf Club houstonproducersforum.org
Energy Transition Conference May 19 Virtual hartenergyconferences.com
AGA Financial Forum May 19-20 Virtual aga.org
DUG Haynesville May 26-27 Shreveport, LA Shreveport Conv. Center dughaynesville.com
Energy Capital Conference June 1-2 Houston Omni Hotel Houston energycapitalconference.com
WEA Golf Tournament June 7 Parker, CO Club at Pradera westernenergyalliance.org

DUG East/Marcellus-Utica Midstream June 8-10 Pittsburgh Lawrence Conv. Center hartenergyconferences/ 
marcellus-utica-midstream

OOGA Annual Meeting June 21-23 Columbus, OH Hilton at Easton ooga.org
Diversity Conference June 29 TBD hartenergyconferences.com
DUG Permian/Eagle Ford/Midstream Texas July 12-14 Fort Worth, TX Fort Worth Conv. Center dugpermian.com
WEA Annual Meeting July 28-30 Tabernash, CO Devil’s Thumb Ranch Resort westernenergyalliance.org
DUG Bakken and Rockies Sept. 8 Virtual dug-rockies.com
Petroleum Alliance of Oklahoma Annual Mtg. Aug. 4-7 Las Calinas, TX Four Seasons thepetroleumalliance.com
OGA Annual Conference Aug. 9-11 Norman, OK Embassy Suites okgas.org
Enercom Oil & Gas Conference Aug. 15-18 Denver Westin Downtown theoilandgasconference.com
Energy Summit Golf Tournament Aug. 16 Littleton, CO Arrowhead Golf Club coga.org
Energy Summit Aug. 17-19 Virtual coga.org
Offshore Technology Conference Aug. 16-19 Houston NRG Park 2021.otcnet.org
NAPE Summit Aug. 18-20 Houston George R. Brown Convention Center napeexpo.com/summit
Carbon Management Conference August 25 Virtual hartenergyconferences.com
PIOGA Annual Meeting Sept. 15-16 TBD pioga.org
DUG Midcontinent Sept. 22-23 Oklahoma City Oklahoma City Convention Center dugmidcontinent.com
GPA Midstream Convention Sept. 26-29 San Antonio, TX Marriott Rivercenter gpamidstreamconvention.org
A&D Strategies and Opportunities Sept. 28-29 Dallas Fairmont Hotel adstrategiesconference.com
Digitalization In Energy Conference October 6 Virtual hartenergyconferences.com
USAEE/IAEE North American Conference Oct. 31-Nov. 3 Austin, TX Sheraton Capital iaee.org
Executive Oil Conference Nov. 2-3 Midland Midland County Horseshoe Arena executiveoilconference.com
WEA Wildcatter of the Year Nov. 5 Denver Hyatt Regency at Colorado Conv. Ctr. westernenergyalliance.org
Hydrogen Conference Nov. 10 Virtual hartenergyconferences.com
Texas Hold ‘em Tournament Dec. 2 Houston Four Seasons ipaa.org

Monthly
ADAM-Dallas First Thursday Dallas Dallas Petroleum Club adamenergyforum.org
ADAM-Fort Worth Third Thursday, odd mos. Forth Worth Forth Worth Petroleum Club adamenergyfortworth.org
ADAM-Greater East Texas First Wed., even mos. Tyler, Texas Willow Brook Country Club getadam.org
ADAM-Houston Third Friday Houston Brennan’s adamhouston.org
ADAM-OKC Bi-monthly (Feb.-Oct.) Oklahoma City Park House adamokc.com
ADAM-Permian Bi-monthly Midland, Texas Midland Petroleum Club adampermian.org
ADAM-Tulsa Energy Network Bi-monthly Tulsa, Okla. The Tavern On Brady adamtulsa.com
ADAM-Rockies Second Thurs./Quarterly Denver University Club adamrockies.org
Austin Oil & Gas Group Varies Austin Headliners Club coleson.bruce@shearman.com
Houston Association of Professional Landmen Bi-monthly Houston Houston Petroleum Club hapl.org
Houston Energy Finance Group Third Wednesday Houston Houston Center Club sblackhefg@gmail.com
Houston Producers’ Forum Third Tuesday Houston Houston Petroleum Club houstonproducersforum.org
IPAA-Tipro Speaker Series Second Wednesday Houston Houston Petroleum Club tipro.org

Email details of your event to Brandy Fidler at bfidler@hartenergy.com. 
For more, see the calendar of all industry financial, business-building and networking events at HartEnergy.com/events.
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WoodMac: Oil sector
growing pains leading
to ‘healthier era’

The 2020 oil price collapse 
placed a dagger in U.S. Lower 48 
tight oil production, and myriad 
constraints counters the idea of 
the sector returning to a growth 
trajectory. However, Wood Mack-
enzie analysts say ongoing devel-
opments like capital discipline, 
consolidation and well spacing 
will drive the U.S. tight oil sector 
toward growth again—eventually.

“We’re thinking about this in a 
real positive light because com-
panies have the opportunity to 
get to a place where they’re able 
to meaningfully deliver and make 
good on those investments,” said 
Ryan Duman, Wood Mackenzie 
principal analyst of Lower 48 
upstream, “while also evaluating 
complex operational decisions and 
the best sequencing and spacing 
choices for their individual assets.”

In a recent webinar held by the 
Petroleum Engineer’s Club of 
Dallas, Wood Mackenzie analysts 
agreed that tight oil will continue 
to decline by half a million bar-
rels per day through 2021. How-
ever, the analysts said that as rigs 
continue to come online, tight oil 
will see modest growth in 2022.

And if WTI price exceeds $50/
bbl, the analysts predicted tight 
oil will hit 2019 levels by 2024.

“We’re entering a new and dif-
ferent era for tight oil and there 
are maturing and growing pains,” 
said Benjamin Shattuck, research 

director with Wood Mackenzie. 
“But I think that we will emerge 
stronger.”

Currently, operators are under 
immense pressure from banks 
and shareholders to generate free 
cash flow. Many have chosen to 
limit their reinvestment rate under 
100%, dedicating only 70% to 
80% of operating cash flow to 
reinvestment and the rest toward 
paying down debt.

According to Shattuck, the 
change in business model isn’t 
a new concept. He noted that 
U.S. E&Ps have reduced capital 
intensity since 2015. What mar-
kets now expect is a new lower 
paradigm.

Diversifieds, led by Cono-
coPhillips Co., started to reduce 
capital intensity in first-quarter 
2016, and multibasin E&Ps fol-
lowed roughly two years later, the 
analyst said. However, Permian 
Basin pure plays continued to out-
spend operating cash flow right up 
until the pandemic collapse.

“We saw a lot of Permian-fo-
cused companies traditionally 
favoring production growth over 
free cash flow, not necessarily 
any fault of their own, just given 
what investor demands were 
back in those previous years,” 
Shattuck said.

Collectively, he predicts U.S. 
E&Ps should be able to keep 
production flat and stay within an 
80% reinvestment rate constraint 
even at $40 WTI.

“We can assume that all com-
panies will target free cash flow 

going forward and as long as 
WTI remains flat above $40/bbl, 
helping most of the sector achieve 
a 70% to 80% reinvestment rate,” 
he said.

Shattuck said it will take mul-
tiple years of balance sheet repair 
and debt reduction before much 
of the sector can realistically tar-
get production growth.

“We think it’s going to be 
rare for companies to want to 
target much beyond their year-
over-year growth rate,” he said. 
“Bottom line, we’re not looking 
for any major uptick in activity, 
even if prices were to materially 
appreciate.”

“If all of a sudden tomorrow 
we saw prices reach $60 per bar-
rel, we’d hope to still see some 
restraint from the sector,” he 
added.

EOG Resources Inc. and 
Pioneer Natural Resources Co. 
stated they anticipate modest 
growth. However, Shattuck 
warned E&P companies strug-
gling to deliver cash to share-
holders to take the growth news 
with a grain of salt.

“Don’t mistake their announce-
ments as being what’s going to 
happen across the sector because 
they’re not going to be able to 
carry the whole Lower 48 growth 
profile,” he said.

One of the most notable out-
comes of the sector’s deteriorat-
ing financial health last year was 
the wave of M&A.

“We saw a slew of bankrupt-
cies and consolidation last year,” 
he said. “That means it is likely 
that the cost structure will not be 
sustainable into the future.”

However, he said consolidation 
within the sector creates clear 
arbitrage of opportunities that 
work in both directions of a deal.
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Shattuck highlighted Pioneer’s 
acquisition of fellow Permian 
Basin operator Parsley Energy 
in an all-stock merger in the sec-
ond half of 2020. Pioneer did not 
have an enormous cost of capital 
advantage over Parsley. Though, 
according to Shattuck, Pioneer’s 
advantage was its ability to 
streamline the costs associated 
with developing offset assets 
and better target intervals, which 
Parsley was not able to explore 
prior to the deal.

“In the short term, it’s awkward 
and it’s painful,” he said. “In the 
long term, those rocks are finding 
their way to a bigger and better 
balance sheet, which to some 
extent liberates those assets so 
that they can be developed more 
efficiently, and that’s a good thing 
for U.S. oil production particularly 
in the medium and long term.”

Similarly, the same oppor-
tunity appears in Permian rival 
Diamondback Energy Inc.’s 
all-stock acquisition deal for 
QEP Resources Inc. and private 
equity-backed Guidon Operat-
ing LLC. He said the U.S. shale 
producer will be able to operate 
the assets better and bring down 
QEP’s cost of capital, which sat 
60% higher for the company 
before the deal.

“All of a sudden you’ve got a 
situation where the cost of bring-
ing these assets into play is 15% 
lower than what it would have 
been under the existing com-
pany,” he added.

Shattuck expects a second 
wave of M&A this year, which 
will be “perfect” for smaller com-
panies in the U.S. to find bigger 
balance sheets and good assets on 
a microscale.

As producers are split between 
distributing cash back to share-
holders and/or putting it into the 
oil field, Shattuck said making 
the decision is different than any 
other period in history.

“For the next couple of years, 
the decisions that producers 
face with what to do with an 
extra dollar will be vastly dif-
ferent from what they were in 
the last decade,” he said. “But 
with a higher cost well and 
lower margins, I think during 
this period of making the sector 
investable again—which it abso-
lutely is—you’re going to find 
the propensity head back to the 
shareholders.”

According to Duman, well 
spacing and sequencing—with 
the goal of limiting underperfor-
mance—are operational metrics 
that will grow production and 
cash flow, moving the tight oil 
curve forward.

The sweet spot sits at six wells 
per bed because that’s where 
operators will be able to maxi-
mize net present value (NPV), he 
said. Though upspacing further 
will result in an uptick in per-
formance, he said it will not be 
enough to offset the benefit of 
more wells. 

“You’ll see more resource per 
section when you have the six 
wells,” Duman said. “Economi-
cally, your best single-well per-
formance isn’t necessarily the 
best metric to chase when you’re 
trying to maximize NPV at bench 
section or project level. If you 
believe in higher prices, then you 
could arguably start to sacrifice 
even more of that single well per-
formance and still get ahead from 
a return standpoint.”

However, he said operations 
should align their spacing and 
sequencing needs based on the 
company’s circumstances.

“I think the days of companies 
walking into plays and applying 
modern, high-intensity comple-
tions is done,” Duman said. “The 
industry has a pretty good grasp 
of knowing what to do about 
spacing and one of the things 
that makes thinking about spac-
ing and sequencing so interesting 
is the fact that there is no perfect 
answer.”

Shattuck added, “It’s just a 
different environment, a different 
era, and I think a pretty reason-
able argument can be made that a 
healthier era for the oil industry is 
on the way.”

—Mary Holcomb

IEA: Natural gas
bounced back during
brutal 2020

Global natural gas consumption 
suffered a record decline but 
proved resilient in 2020, rebound-
ing strongly in the second half of 
the year and outperforming other 
fuel sources, the International 
Energy Agency (IEA) said in its 
quarterly gas report.

The world’s annual consump-
tion fell by about 100 Bcm in 

2020, a 2.5% decline that roughly 
matches the annual consumption 
of Japan. What kept the market 
somewhat buoyant compared to 
oil (drop of 8% to 9%) and coal 
(drop of about 5%) was LNG’s 
growth of about 2%. LNG had 
risen 10% year-on-year (yoy) on 
a regular basis, but its diminished 
level of growth was still a positive 
in a very uncertain environment, 
Jean-Baptiste Dubreuil, senior 
natural gas analyst with the 
IEA, said during a recent webi-
nar hosted by Rice University’s 
Baker Institute of Public Policy.

“Gas benefited from the low-
price environment that enabled 
further fuel switching in power 
generation,” Dubreuil said. 

The shift was the most visible 
example in the U.S. where the 
abundance of cheap natural gas 
helped to depress coal generation 
in spite of an overall decline in 
electricity consumption.

The IEA estimated that U.S. 
gas consumption for power 
generation increased by about 
3% last year, while electricity 
demand decreased by 2%. By 
contrast, U.S. coal usage declined 
by almost 20%. Those trends 
were seen elsewhere, such as 
in Europe, but were not as pro-
nounced because coal’s market 
position was much more domi-
nant than it was in the U.S.

The 4% annualized demand 
drop in the first six months was a 
stress test for the global gas mar-
ket across the value chain, forc-
ing flexibility mechanisms along 
the chain to adjust, said Gergely 
Molnar, an IEA energy analyst. 
In the short term, it was pipelined 
supplies that endured the brunt of 
the pain.

The long-distance pipeline 
trade shrunk by 15%, or 40 Bcm, 
in the first three quarters of 2020. 
In Europe alone, gas pipelined in 
from Russia and North Africa fell 
by 22% in the first five months.

“It is important to note that 
almost 70% of the production 
decline occurred outside the 
United States,” Molnar said. In 
the fourth quarter, colder win-
ter temperatures and recovering 
gas demand in Europe and Asia 
allowed the global gas trade to 
return to positive growth territory, 
albeit at an anemic 2%.

The plunge in gas demand was 
matched by gas prices in the first 
half of the year. Prices rallied 
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strongly in the third quarter and 
by the fourth quarter were above 
2019 levels. In Asia, spot prices 
for LNG had tumbled to a his-
toric low of $2/MMBtu in May, 
only to skyrocket to $30/MMBtu 
by January 2021. In Europe, 
fourth-quarter prices jumped to 
25% over 2019 prices as more 
LNG was diverted to the Asian 
market. European prices in Jan-
uary averaged $10/MMBtu, their 
highest level in 29 months.

“We do expect natural gas 
demand to increase by 2.8% this 
year or about 110 Bcm, which 
really mainly offsets the impact 
of last year, but not much more 
than that,” Dubreuil said. 

The pandemic recovery, 
he stressed, will not replicate 
recovery from the Great Reces-
sion in 2009-2010, when global 
gas demand increased by almost  
8% yoy.

The recovery will be pro-
gressive, he said, and somewhat 
shrouded in uncertainty. Also, it 
will be experienced at different 
paces in different regions. Most 
of the gas consumption declines 
from 2019 to 2020 happened 
in the mature markets of North 
America, Europe and Eurasia. 
However, the recovery will be led 
by emerging markets in Asia and 
to a lesser extent in India.

By year-end 2021, Dubreuil 
said it is unlikely that mature 
markets in the Northern Hemi-
sphere have recovered to pre-cri-
sis levels. The IEA expects 
demand growth of 2.8% this year, 
slightly above the 2020 decline.

However, slow growth in elec-
tricity demand will likely temper 
growth in gas-fired power genera-
tion. Industrial gas consumption is 

dependent on the economic recov-
ery, particularly for export-driven 
industries in Asia. The economic 
recovery will be tied to the speed 
that the COVID-19 pandemic is 
brought under control.

Those factors do not take the 
weather into account.

“Residential demand received 
support from cold tempera-
tures so far,” the IEA said in its 
report, “but would be negatively 
impacted in case of a return to 
milder weather conditions.”

—Joseph Markman

While sidelined RBLs
slowly return, creative
debt options abound

An already scantily clad debt 
market became even more thread-
bare in 2020, leading companies 
and lenders to find alternative 
solutions in the new year.

The number of banks willing 
to risk exposure to the oil and 
gas sector has withered and some 
institutions have pulled up stakes 
completely, panelists said during 
the IPAA’s Private Capital Con-
ference in January. E&Ps can 
expect tighter reserve-based lend-
ing (RBL) structures and smaller 
capital raises as investment vehi-
cles such as volumetric produc-
tion payments are dusted off.

Phil Ballard, managing direc-
tor and head of RBL with Citi, 
said oil and gas spent the past 12 
months surviving an existential 
crisis. As many as a third of banks 
decided to exit RBL because of 
their losses or the perception of a 
perpetually wobbly market.

Others are unwilling to under-
write a transaction because of the 

ongoing volatility in commodity. 
As Citi talks with other bankers, 
Ballard said he sees the universe 
of banks willing to add new expo-
sure at perhaps 10.

As companies put together 
A&D deals, it’s likely that trans-
actions will become more com-
plicated.

“Two years ago, we probably 
could have pulled together 20 
[or] 25 banks, you know, in a new 
transaction,” he said. “Obviously, 
you could do a much larger trans-
action and feel pretty comfortable 
underwriting the risk.”

Ballard said banks willing to 
take on new exposure could build 
a “new money deal in the $350 
million to $400 million range. So 
those aren’t huge facilities. [But] 
they are huge now.”

Banks sidelined by market con-
ditions may return to the sector 
after more stringent, de-risking 
elements are brought to lending 
productions, Ballard said. That 
would include less aggressive 
borrowing bases, less leaning into 
proved undeveloped assets and 
tighter lending structures.

Jack Smith, head of oil and 
gas leveraged finance with J.P. 
Morgan, said banks have clearly 
learned that leverage in the sector 
needs to be lower, price volatil-
ity is inevitable and hedging is a 
good thing.

“Market capacity should slowly 
come back, but we’re expecting it 
to take a while,” he said.

J.P. Morgan will consider 
underwriting loans but only to 
companies that closely match the 
bank’s expectations.

“It’s going to have to really fit 
the box well,” Smith said. “It’s 
going to have to be of a manage-
able size, especially on the RBL 
side. But with the bond market 
opening back up, as long as we 
can kind of minimize the time 
frame until we go to market to 
de-risk the position, I do think 
we’d be willing to step up for 
some underwrites for the right 
size and right structure deals.”

Nevertheless, Smith said he’s 
seen a busy start to the year, and 
“deals we couldn’t have gotten 
done for the vast majority of 2020 
are now able to get done. So it’s 
been a great way to start 2021.”

Bryan Walker, managing 
director with Sixth Street Energy, 
said oil and gas companies need 
to seize the optionality their 
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business models allow. The RBL 
market became too stretched, and 
operators became accustomed to 
the financing as permanent rather 
than as working capital.

“Relying on it to the degree 
they did, I think things got to a 
bit of excess,” he said. 

The fallout from 2020 will 
“push operators and the market 
generally to design and come up 
with alternative solutions that bet-
ter fit the needs of the space and 
do so in a way that that allocates 
risk and shares the risk appropri-
ately,” Walker said.

He said some creative financ-
ings were put together in 2020 
despite the incredible obstacles at 
hand. Walker grouped those into 
balance sheet oriented solutions 
and structure asset level solutions.

“On the balance sheet, we’re 
talking unitranche first-lien term 
loans, which can be applied in 
the context of refinancing to 
fund development acquisitions,” 
he said. “It offers the simplicity 
of being a one-stop shop solu-
tion, but you don’t have to man-
age a large syndicate of banks 
and then go out and raise junior 
capital and negotiate in creditors 
and so forth.”

Unitranche refers to middle 
market loans ranging from $50 
million to $500 million originated 
by three to five lenders, according 
to Richards Kibbe & Orbe LLP 
law firm. The unitranche facility 
is provided under a single credit 
agreement with a single set of 
security documents, and it does 
not add first- and second-lien 
facilities.

Sixth Street also has deployed 
asset-level financing mecha-
nisms, which provide capital to 
operators for refinancing, devel-
opment or making acquisitions. 
The funding “doesn’t burden the 
balance sheet with debt but also 
doesn’t require taking on diluted 
equity,” Walker said.

In June 2020, Antero Resources 
Corp. closed an overriding royalty 
interest (ORRI) transaction with 
Sixth Street for proceeds of up to 
$402 million. Antero said it would 
use the proceeds to repay revolver 
borrowings.

The funding provided Antero 
with “a solution directly at the 
asset level that provides them 
with significant upfront proceeds, 
but it doesn’t … cause any sort of 
equity dilution,” he said. 

Asset level funding can be 
structured “in the context of 
overrides, working interest assets, 
even midstream assets that are 
owned and operated by upstream 
companies,” Walker added. 

The ORRI provided Antero 
with $300 million of upfront 
proceeds and up to $102 mil-
lion of additional proceeds for 
a 12-month period. The ORRI 
comprised a 1.25% ORRI in all 
producing wells and a 3.75% 
overriding royalty interest in 
wells completed on existing acre-
age during the next three years.

Following a 13% internal rate 
of return and 1.5x cash-on-cash 
return to Sixth Street, Antero will 
have an 85% reversionary interest 
in the ORRI and Sixth Street will 
have a 15% remainder interest.

The predictability of oil and 
gas asset cash flows allows “a lot 
of different ways to allocate and 
reset those cash flows in a way 
that that limits the burden on the 
operator’s balance sheet, but also 
limits the dilution from an own-
ership perspective,” Walker said.

—Darren Barbee

Permian well spacing
key piece of puzzle
to operator economics

When it comes to generating free 
cash flow, finding optimal spacing 
dynamics between wells has the 
potential to add millions of dol-
lars to the financial coffers of oil 
companies.

Though there is no magic num-
ber of steps—or rather feet—to 
take in each basin, given varying 
geologies and completion meth-
ods, the upspacing trend that 
surfaced a few years ago appears 
to have taken root in the Permian 
Basin for some operators, accord-
ing to Bernadette Johnson, vice 
president of strategic analytics 
with Enverus.

The trend has evolved amid 
continued pressure on oil compa-
nies to generate free cash flow as 
they cope with challenges posed 
by lower demand due to the 
global coronavirus pandemic and 
oil price volatility. Focus remains 
on perfecting well performance 
and improving economics to 
boost bottom lines as activity 
picks up following a dismal 2020.

Numerous variables (such as 
geology, drilling and completion 
techniques, and timing) factor 
into well performance, but spac-
ing designs are a key piece of the 
puzzle, Johnson told attendees of 
the AAPG Global Super Basins 
virtual conference on Jan. 25.

During the conference, she 
dove into the economics to 
illustrate the impact of spacing 
using three potential develop-
ment scenarios: four wells per 
section with 1,491-ft spacing, 
eight wells per section with 691-
ft spacing and six wells per sec-
tion with 865-ft spacing. The 30 
wells were completed by Noble 
Energy, which was acquired 
by Chevron Corp. in Reeves 
County, Texas, in May 2018.
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At $55/bbl oil and $2.30 gas, 
“with the 691-foot spacing pro-
gram, you get an NPV [net pres-
ent value] of about $5.6 million. 
That’s a good thing,” Johnson 
said. “That’s an IRR [internal rate 
of return of] about 35%. That’s 
a solid well. A lot of operators 
would love to have that one.”

However, slightly wider spac-
ing—at 865 ft—more than dou-
bles the NPV and pushes the IRR 
to 65%. 

“What this means for free cash 
flow is meaningful,” Johnson 
said. “If there were eight wells 
per section at 691-foot spacing, 
it would have generated about 
$223.8 million [worth] of free 
cash flow. But with six wells per 
section instead—a little bit wider 
spacing—now it’s $474 million. 
So choosing to space a little bit 
wider section, six instead of 
eight, potentially added $250 mil-
lion of free cash flow to Noble’s 
Reeves County assets.”

Johnson said economics high-
light the importance of spacing, 
if the resources are present, com-
bined with completion design, the 
timing of drilling and, ultimately, 
free cash flow. 

“This is the dynamic that we’re 
going to see operators employing 
going forward,” she said.

Several operators have already 
seen the benefits of wider spac-
ing. Occidental Petroleum Corp., 
for example, upspaced signifi-
cantly between 2018 and 2019 
and saw a positive impact on 
produced oil per perforated foot, 
Johnson pointed out.

Noble, which also saw gains, 
was among the companies that 
grew their undeveloped potential 
by wine-racking, or staggering 
wells—another dynamic unfold-
ing, she said.

However, wider spacing 
doesn’t always result in the high-
est EURs, but it may be more 
economic. Location, even within 
a basin, matters. 

She used seven distinct buck-
ets of primary [nearest neighbor] 
horizontal distances to generate 
type curves to assess production 
trends based on spacing, normal-
izing wells to 10,000-ft lateral 
length, 2,500 lb/ft of proppant 
and 60 bbl/ft of fluid.

“In the old world, an operator 
probably would have downspaced 
to the 660 level. … We would 
have drilled about eight wells in 

that section. We would have got-
ten about 5.1 million barrels of 
resource,” Johnson said. “But in 
the new world, why are we seeing 
that wider spacing? Why are we 
seeing these upspacing trends? A 
lot of it has to do with the net.”

She countered, if four wells are 
drilled instead, you only get 3.2 
MMbbl.

“Think of it like this, 60% 
more production for 100% higher 
costs. Why would you drill twice 
as many wells for only 60% more 
production?” she asked. “That’s 
the challenge, and that’s what 
we’re seeing operators dig into 
and the choices that they’re mak-
ing. That has dramatic implica-
tions for free cash flow.”

Another challenge lies in the 
geology and the timing of drill-
ing. Spacing trends vary not only 
by basin, but within a particu-
lar basin. Tighter spacing, for 
instance, may be ideal for certain 
places in a basin based on how 
much development has already 
occurred in the area. In some 
cases, child wells may outper-
form parent wells given timing 
and latest generation completion 
techniques.

Given variability within basins, 
details are a must when evaluat-
ing spacing trends, according to 
Johnson. She also pointed out 
areas in the more mature Eagle 
Ford where tighter spacing 
yielded better results.

“It really takes getting within 
a field level, within an opera-
tor, specifically within a field 
to understand what those basic 
dynamics truly are and what the 
impact of spacing is versus com-
pletion design, how well they’re 
targeting zone, who the operator 
is,” she said. “All those things, 
geology, first and foremost, 
really matter.”

—Velda Addison

Kosmos, partners
hit oil in GoM’s
Green Canyon area

The infrastructure-led exploration 
(ILX) efforts of Kosmos Energy 
and its partners have potentially 
unlocked 100 MMbbl with a dis-
covery of oil in the U.S. Gulf of 
Mexico’s (GoM) Green Canyon 
area, according to a news release.

The company said Jan. 19 the 
Winterfell ILX well, designed 

to test a subsalt Upper Miocene 
prospect in Green Canyon Block 
944, hit about 26 m (85 ft) of net 
oil pay in two intervals. Located 
in about 1,600 m (5,300 ft) of 
water, the well was drilled to 
a total depth of about 7,000 m 
(23,000 ft).

The discovery validates the 
company’s “basin exploration 
strategy, which is focused on 
low-cost, short-cycle, low-car-
bon development solutions,” 
Kosmos Energy CEO Andrew G. 
Inglis said in the news release. 
“The well in Green Canyon 
Block 944 de-risks prospectivity 
in several neighboring blocks 
held by Kosmos, with approx-
imately 100 million barrels of 
gross potential within Kosmos’ 
acreage position.”

An appraisal plan and devel-
opment options for the discov-
ery, which is near existing host 
facilities, are being devised by 
Kosmos and partners, the com-
pany said.

The well is operated by an 
affiliate of Beacon Offshore 
Energy LLC. Red Willow Off-
shore LLC, Ridgewood Monarch 
North LLC, CSL Exploration LP, 
CL&F Offshore LLC, Houston 
Energy LP, Beacon Offshore 
Energy Exploration LLC and 
Beacon Asset Holdings LLC also 
hold interests, the release said.

Kosmos said it plans to drill 
the Zora ILX well in the GoM 
later in the year.

—Hart Energy staff

Pioneer’s Sheffield:
Focus remains on
Permian flaring

New pipeline takeaway capac-
ity online with more to come 
is expected to help operators 
reduce the amount of gas flared 
in the Permian Basin amid a 
push by some for tougher envi-
ronmental controls.

Speaking during a recent 
energy conference, Pioneer Nat-
ural Resources Co. CEO Scott 
Sheffield briefly addressed emis-
sions during a conversation with 
Goldman Sachs managing direc-
tor Brian Singer that covered 
topics such as production and 
price forecasts, OPEC and U.S. 
shale behavior, consolidation, 
variable dividends and investor 
relations.
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Pioneer, considered a leader 
among peers for having low 
emissions intensity rate, aims to 
eliminate routine flaring by 2025. 
Other companies, including Occi-
dental Petroleum Corp., have also 
set ambitious targets to reduce 
greenhouse-gas emissions.

Levels of flared gas have 
decreased in recent years in the 
Permian Basin as some compa-
nies have made emission reduc-
tion targets a priority, opting to 
use vapor recovery in operations, 
emissions monitoring technology 
to find leaks and making sure 
infrastructure is in place before 
bringing a well online among 
other efforts. The recent slow-
down in activity, driven by the 
coronavirus pandemic impacting 
demand, also has played a role.

“We’ve gone from 600 million 
per day flaring to 300 million per 
day,” Sheffield said of producers 
in the Permian Basin. “I think 
with these two new pipelines, it 
wouldn’t surprise me if we get to 
150 million per day.”

The additional pipeline capac-
ity from the Permian Highway 
Pipeline, Kinder Morgan Inc.’s 
$2 billion project that entered 
full service on Jan. 1, has given 
operators an alternative to burn-
ing or flaring associated gas 
that comes along with oil being 
targeted. Designed to transport 
up to 2.1 Bcf/d of natural gas, 
the 42-inch pipeline carries gas 
some 430 miles from the Waha, 
Texas, area to the U.S. Gulf 

Coast and Mexico markets.
Kinder Morgan also put the 

Lockridge natural gas pipeline 
into service in 2020. 

Plans are progressing for 
additional infrastructure, which 
could remove the lack of pipeline 
capacity being among the chief 
reasons for flaring in the Perm-
ian Basin. Pipelines scheduled to 
come online in 2021 include Sto-
nepeak Infrastructure Partners’ 2 
Bcf/d Whistler Pipeline as well 
as WhiteWater Midstream LLC 
and MPLX LP’s 1.8 Bcf/d Agua 
Blanca pipeline system, which 
connects nearly 20 gas processing 
sites in the Delaware Basin to the 
Waha Hub.

Still, more can be done to 
improve flaring rates, according 
to Sheffield.

“We got to have the commis-
sions of both New Mexico and 
Texas really take charge and put 
out stricter guidelines,” he said. 
“We can only do so much.” 

He noted investors are also 
helping. They are pressuring 
companies to become more envi-
ronmentally conscious by operat-
ing cleaner.

Texas regulators took steps 
toward flaring mitigation efforts 
in November 2020 when the 
Railroad Commission of Texas 
(RRC) approved changes to a 
data sheet. It requires companies 
seeking exception to flaring rules 
to more thoroughly document 
the need to flare gas and provide 
the RRC accurate information to 

assess compliance. Companies 
are required to use the new data 
sheet in April.

However, more controls could 
be in store if two bills introduced 
by Rep. Ron Reynolds in the 
Texas House eventually become 
law. HB 896 would require the 
Texas Commission on Environ-
mental Quality (TCEQ) to devise 
rules to limit flaring and venting 
by oil and gas facilities, and HB 
897 directs the TCEQ—working 
with the RRC—to find ways to 
improve safety and prevent emis-
sions from oil and gas equipment 
and suggest incentives.

A Rystad Energy study on flar-
ing in the Permian Basin found 
that flaring issues are not dis-
tributed evenly across the basin. 
Research covering a five-year 
period showed, for example, the 
worst-performing leases contrib-
uted 57% of all flaring but only 
10% of gross gas production. The 
study also found that 56% event-
driven flares—such as midstream 
outages—are the most common, 
and flaring intensity could rise 
above 3.5% if operators resume 
business as usual, surpassing 450 
MMcf/d by 2025. However, the 
RRC’s revised form could lead to 
more flaring reductions, pushing 
flaring intensity to about 2.7%.

Rystad, which presented its 
study during a Baker Institute 
webinar in December, said it is 
possible for Permian operators 
to lower flaring intensity below 
2%. Essential to achieving such 
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a level is “better collaboration 
upstream and midstream” with “a 
combination of better planning, 
investments and a realignment of 
incentives to remedy,” according 
to Rystad.

Pioneer, which completed its 
acquisition of Parsley Energy Inc. 
on Jan. 12, said the company aims 
to limit its annual flaring intensity 
to less than 1%, including Parsley 
assets by year-end 2022.

—Velda Addison

Export-driven
Haynesville Shale
to reach 18 Bcf/d

When it comes to the shale basin 
of the future, the most critical 
factors for success involve mar-
kets and holistic thinking, accord-
ing to an upstream energy guru.

For the Haynesville Shale, it is 
all about exports, Bob Fryklund, 
vice president and chief strate-
gist with IHS Markit’s Upstream 
Energy Group, said during the 
recently held AAPG Global 
Super Basins virtual conference 
in late January.

“This is an export-only basin 
as we go forward,” Fryklund 
said. “If it wasn’t for the ability 
to export, there wouldn’t be much 
more drilling in the Haynesville.”

As the oil and gas industry 
evolves, companies pursuing 
resources are doing so in proven 
emerging and mature plays 
where favorable basin condi-
tions, such as geology, infra-
structure availability and success 
ratio, exist. Unfavorable mar-
ket conditions, however, have 
prompted some to reorganize.

“Many companies have just 
been reorganized, but I would 
submit some perhaps in the 
wrong way,” he said. “I think we 
ought to be reorganized based on 
basins. Some of you have that 
by sort of happenstance and you 
have a Permian Basin group. But 
how many of you have a Haynes-
ville Basin group or an Oklahoma 
basin group?”

With a massive amount of 
pipeline already in place, fore-
casts show the volume of gas 
flowing from the Haynesville—a 
gas-rich Jurassic-era rock forma-
tion more than 10,000 ft beneath 
northwest Louisiana, East Texas 
and southwest Arkansas—to the 
Gulf Coast could rise to about 

11.5 Bcf/d by 2030, up from 7.7 
Bcf/d in 2020.

Of the top oil- and gas-pro-
ducing regions in the U.S., the 
Haynesville was the only one 
expected to see production growth 
in February, according to data 
from the U.S. Energy Informa-
tion Administration’s (EIA) latest 
Drilling Productivity Report. Gas 
production is forecast to rise by 
55 MMcf/d to nearly 11.4 Bcf/d 
in February, though that is just 
one-third of the amount produced 
in the Appalachia Basin.

Rising production in the 
Haynesville comes as associated 
gas production falls in oil-prone 
regions, notably the Permian 
Basin, and Henry Hub prices 
improve. The EIA’s Short-term 
Energy Outlook shows spot prices 
rising to $3.01/MMBtu in 2021, 
up 98 cents/MMBtu in 2020. That 
could climb further in 2022, reach-
ing an average of $3.27/MMBtu, 
along with rising net natural gas 
and LNG exports.

The Haynesville and the over-
laying Cotton Valley Formation 
were among the areas highlighted 
by Fryklund when the commer-
cial aspect of basin life-cycle talk 
turned to what he described as the 
“private rejuvenation model.”

Referencing the basin’s recent 
rebirth, he recalled how produc-
tion in the maturing play started 
to climb in 2017-2018 as inter-
est returned with companies like 
Exco Resources Inc., Chesapeake 
Energy Corp., Encana (now 
named Ovintiv Inc.), Exxon Mobil 
Corp. and Anadarko Petroleum 
dominating.

Private equity-backed E&Ps and 
independents have since flocked to 
the Haynesville, seeing the bene-
fits of its existing infrastructure, 
proximity to LNG export termi-
nals and potential of high-produc-
ing wells from long laterals.

Major players now include 
Comstock Resources Inc., Indigo 
Natural Resources LLC, Rockcliff 
Energy LLC as well as Vine Oil 
and Gas LP. 

“There’s two main LNG con-
sumer companies,” he added. 
“They’re [Japan’s] Osaka Gas and 
Tokyo Gas.”

The companies, which also 
include Chesapeake and Exco, are 
expected to drive the path forward. 
However, that may require assess-
ing potential refracturing candi-
dates and stimulating mediocre 

rocks with enhanced completion 
techniques to increase production 
in the mature basin.

IHS forecasts Haynesville pro-
duction could rise from about 15 
Bcf/d in 2023 to about 18 Bcf/d by 
2030, Fryklund said, noting the rig 
count will be a factor.

Most of it would be destined for 
exports. 

“Not all of that obviously goes 
out through exports for LNG. 
Some of it is consumed for petro-
chemicals,” Fryklund said. “Very 
little of that, however, is consumed 
in the basin area.”

By 2030, IHS forecasts there 
will be a 14 Bcf/d call for LNG, 
he said.

So what’s driving the Haynes-
ville in the future? Fryklund 
pointed to breakevens in the $2/
Mcfe to $2.5/Mcfe range. But look 
out for competition from photo-
voltaics (PV).

“Solar PV is coming down very 
rapidly…which will challenge part 
of the consumption,” he said.

—Velda Addison

EQT launches pilot
to produce ‘responsibly
sourced natural gas’

U.S. shale gas producer EQT 
Corp. unveiled a pilot on Jan. 28 
that aims to create a differentiated 
commodity: “responsibly sourced 
natural gas” (RSG).

Under the terms of the pilot, 
EQT will seek to produce RSG 
through third-party certification 
of two of its wellpads, accom-
panied by continuous methane 
emissions monitoring of the 
pads. Project Canary, an interna-
tional environmental standards 
company based in Denver, will 
provide TrustWell certification 
of EQT’s selected pads and con-
tinuous, real-time methane emis-
sions monitoring.

EQT, which operations focus 
in the cores of the Marcellus and 
Utica shale plays in the Appa-
lachian Basin, said the intent of 
the pilot is to show that natural 
gas can be, and is, produced with 
high environmental and social 
standards, and that global energy 
market demand exists and is 
growing for these differentiated 
RSG products.

“This partnership aligns with 
our commitment to ESG leader-
ship and to meeting the evolving 
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needs and expectations of our 
stakeholders,” EQT CEO Toby 
Z. Rice said in a statement on 
Jan. 28.

In a recent interview with 
Investor, Rice noted that a strong 
ESG performance will be key 
to long-term value creation for 
shareholders and also something 
that differentiates EQT from 
other shale producers. 

“We have one of the lowest 
methane emissions intensity lev-
els across the entire country,” he 
said. “Give plugs to our peers, 
Appalachia is one of the best 
places environmentally to pro-
duce natural gas. It lets people 
understand that we are the hydro-
carbon of the future.”

He added, “This is the key to 
achieving a lot of the climate 
goals.”

Project Canary’s Canary X 
devices will be installed on 
EQT’s two selected pads to mea-
sure methane concentrations at 
the site level every second and 
communicate the results to a 
cloud database every minute. 
The TrustWell certification scores 

more than 300 points related to 
production practices, including 
air, land, water and waste man-
agement as well as drilling and 
completion processes.

The third-party validation from 
Project Canary will allow EQT 
to achieve the highest possible 
industry standards for RSG and 
add additional trusted data to 
ESG ratings, according to a joint 
release by the two companies.

Social impacts on the commu-
nity also will be evaluated for 
the pilot project, the companies 
added.

Project Canary believes a mar-
ket is beginning to develop in 
North America for lower emis-
sion gas, and it will fetch a pre-
mium in supply agreements with 
utilities and other downstream 
buyers. The company’s goal, 
according to the release, is to mit-
igate climate change by helping 
the oil and gas industry operate 
on a cleaner, more efficient and 
more sustainable basis.

In a statement on Jan. 28, Proj-
ect Canary CEO Chris Romer 
said, “Stakeholders and investors 

continue to expect and demand 
more transparency, more verifi-
able trusted data and more overall 
ESG-related performance prog-
ress across the energy sector. This 
pilot project, which will utilize 
our differentiated technology to 
provide trusted and independent 
data, demonstrates continued 
responsiveness toward meeting 
and exceeding those growing 
stakeholder demands.”

A global energy company has 
agreed under terms of the confi-
dential pilot to purchase a portion 
of the RSG produced from the 
pilot, according to the release.

Project Canary partners with 
the Colorado School of Mines 
Payne Institute to develop a col-
laborative environment for oil 
and gas companies and external 
parties to share best practices and 
insights garnered through contin-
uous monitoring.

Based in Pittsburgh, EQT is the 
largest producer of natural gas in 
the U.S. The company operates 
acreage positions in Pennsylva-
nia, West Virginia and Ohio.

—Emily Patsy
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It’s not the Keynes kind; it’s the Jack London 
kind. E&P executives are restless, according 
to a Dallas Fed survey, and they’re going 
mano y mano for market share. Will it 
manifest in consolidation? Where to next for 
the sellers? For some, it’s a new land rush: 
energy transition.
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“How’s it going?” the Dallas Fed asked 
E&P executives in December 2020. 
They had a lot to say. It’s a reminder 

of what Mom always said: “Never ask a lady 
how she’s doing when she’s short GameStop 
at $4.”

One producer replied, “Drillers insisting on 
bringing rigs back and additional production 
online will continue to destroy investor dollars.”

Comments included “survive” and “zom-
bification of companies.” One wrote that the 
reserve-based loan “used to be a valuable in-
dustry tool until the financial markets all went 
berserk and gaga over all things and everything 
Permian or shale.”

Money for other basins “and especially for 
conventional development was just eliminat-
ed from the conversation,” an executive said. 
Other independents, “unless you already had 
assets or flocked to play the shale world, were 
and are left out.”

The participants were optimistic about 2021 
oil and natural gas prices, expecting more than 
$45 and $2.40, but mostly weren’t expecting to 
increase capex this year. Instead, their animal 
spirits are wilding for market share. Their new 
friend: President Joe Biden.

A producer wrote that restrictions on new 
drilling—and while capital is leaving for the 
energy transition space—should rein in fellow 
operators’ spending, thus rein in new oil sup-
ply, thus make for better oil prices.

He wrote, “While the Trump administration 
gave a big shot in the arm to the industry re-
garding access and easing up on restrictions, 
I think the Biden administration will actually 
help increase commodity prices by reversing 
that trend.”

But another wrote that, while new regula-
tion will reduce oil and gas supply, President 
Trump’s policies would have increased de-
mand. “China will take over again when Biden 
gets into the White House,” he concluded.

‘Creative’
Entering 2021, the federal funds rate was 

between zero and 0.25%, to which it had been 
slashed in the spring of 2020. Money’s practi-
cally free again and one oil and gas financier told 
Investor he’s seeing high-yield reentering the 
upstream. Several producers told the Dallas Fed 
they’re afraid of the crazy money coming back.

“I am too,” the financier told Investor. “Our 
industry has the habit of overspending and then 
volumes grow. I can see that cycle happening 
again. It starts with the high-yield market.”

A producer told the Dallas Fed in December 
the 0% interest “is not creating a healthy in-
dustry; it merely means that big financial pro-
viders and huge corporations can play games 
with free money. … I have no desire to just 
churn 0% interest loans ….

“‘No-cost money’ simply enables publicly 
traded companies to appear successful to in-
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vestors when, in reality, they churn money for 
management and financial groups and leave 
stockholders short of any real returns.”

Another reported that a zero-interest policy 
after 2008 drove institutional investors to oil 
and gas “to park capital in ‘creative’ ways, 
which led to a massive bubble in private equi-
ty capital.” Now banks are holding onto bad 
loans, as their losses will be 80% or more at 
bankruptcy auction, but what they do get can 
only be loaned to new customers at 3% or 4%.

“What banker is in a hurry to make that de-
cision?” the producer wrote. “This zombifica-
tion of companies ensures that capital is not 
being directed to its highest and best use.”

Consolidation
The Dallas Fed’s district is Texas, northern 

Louisiana and southern New Mexico. It sur-
veyed 146 energy firm executives—97 E&P 
firms and 49 oilfield services (OFS) firms—in 
early December for its quarterly report.

How many of the roughly 60 public E&Ps 
would be left by the end of 2022? About half 
of the 115 executives answering this one es-
timated between three and four dozen. About 
25% estimated more than 48; about 25% said 
between two and three dozen. (One of the 115 
forecast a dozen at most.)

Susan Cunningham, an industry consultant 
who retired from Noble Energy Inc. in 2017 as 
an executive vice president, expects a third will 

remain eventually. Many publicly held E&Ps 
are good companies, “but most are mediocre,” 
she said. “And those are the ones that are not 
likely to be around. My hunch says it probably 
needs to be smaller than 50%.”

Using the 80:20 rule, 20% of E&Ps are ex-
tremely good and “20% are really bad, and then 

Top 15 M&A Deals Of 2020

Buyer Seller Value ($MM) $/boe/d

ConocoPhillips Concho Resources Inc. $13,337 $23,698

Chevron Corp. Noble Energy Inc. $13,000 $28,454

Pioneer Natural Resources Co. Parsley Energy Inc. $7,621 $23,657

Devon Energy Corp. WPX Energy Inc. $5,631 $24,705

Diamondback Energy Inc. QEP Resources Inc. $2,155 $23,963

Southwestern Energy Co. Montage Resources Corp. $874 $9,505

Diamondback Energy Inc. Guidon Operating LLC $862 $24,442

Pure Acquisition Corp. HighPeak Energy Holdings $845 $27,900

EQT Corp. Chevron Corp. $735 $8,467

National Fuel Gas Co. Royal Dutch Shell Plc $541 $7,500

BHP Group Ltd. Hess Corp. $505 $45,909

San Juan Offshore LLC Arena Energy LP $466 $12,588

Sixth Street Partners LLC Antero Resources Corp. $402 ----

Bonanza Creek Energy Inc. HighPoint Resources Corp. $376 $12,163

Castleton Resources LLC Range Resources Corp. $245 $9,188

Source: J.P. Morgan Securities LLC
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all the rest are just kind of muddling around 
in the middle,” Cunningham said. “That to me 
says, although 20% should survive, I expect it 
will be higher as there’s always a bit of ranking 
within the rest.”

Eventually, “maybe 30% in the end [will be 
left], but I’m including PE-backed companies 
in that,” Cunningham said.

Welles Fitzpatrick, a career E&P securities 
analyst who is now CIO for minerals fund Tri-
ple Point Capital, expects more than 40 of the 
roughly 60 public E&Ps will exist at the start 
of 2023.

“I mean, $50 per barrel is a real lifeline,” he 
said in late January. Strip improved 25% in just 
five weeks approaching year-end 2020.

“Between $50 and these emergences from 
bankruptcy, I think the operator attrition is go-
ing to be less than folks anticipate,” he added.

Fitzpatrick expects more attrition if given 
more time.

“I mean, what do you need to get the oper-
ator losses without replacements to reverse? 
You basically need a new cycle of early-stage 
investment,” he said, “which means you need 
a new cycle of private equity money to come 
in. That’s going to take both time and pricing.”

In 2014 and 2015, private equity firms were 
funding two new E&Ps per week; that grew in 
2016 and 2017 to about 2.5 per week.

“That’s closer to one a month now,” Fitzpat-
rick said.

If private equity isn’t starting many new 
E&Ps, where do the serial-startup executives 
go?

“I think it’s going to be tough to get funded 
in oil and gas,” he said. “There’s going to be a 
lot of unfortunate fire sales.”

For now, the A&D market “is still around 
multiyear lows, so you have to get creative or 
you’re going to be on the block.”

There are more than 150 privately held E&Ps 
in the Permian Basin alone, according to a J.P. 
Morgan Securities LLC count.

Subash Chandra, E&P equity analyst with 
Northland Securities Inc., said they’re trying to 
get a better price. The largest E&Ps aren’t in-
terested in small deals, “but smaller companies 
are—or should be, if they can do an accretive 
deal,” Chandra said.

Currently, buyers aren’t paying for probable 
reserves; they’re paying for proved developed 
producing (PDP) reserves only. Private equi-
ty-backed startups’ model had been to create 
PUDs by drilling some PDP.

“They obviously did not invest to be sold on 
PDP value only,” Chandra said. “The probable 
valuations—that’s where the big money was 
made. Those days are long gone.”

On the other hand, taking equity in a small 
company combination might be more power-
ful than selling to a large E&P.

“The smaller company’s equity goes up 
quite a bit because they can probably create 
more value from consolidation than a big com-
pany,” he said.

The eventual exit value “might be some sort 
of happy ending to the story,” Chandra added. 
“It’s nowhere close to perhaps what they envi-
sioned when they put the first dollar in. But it 
creates opportunity for them as an exit strate-
gy. And a SMID [small and mid] cap publicly 
traded E&P’s equity may respond very nicely 
to a deal.”

A breakthrough
An executive with a small independent told 

the Dallas Fed that he’s been able to do three 
deals, albeit with “reluctant and/or difficult 
partners.”

Among the handful struck in 2020 by any 
E&P was EnCap Investments LP-backed, 

THE FUTURE OF PROBABLES
If money isn’t funding the finding of new probables and possibles, 

what’s the future of exploration?
“From a U.S.-centric perspective, I would agree with that. But not 

globally,” said Susan Cunningham, a geologist who retired from Noble 
Energy Inc. in 2017 as executive vice president.

There are people who know how to explore in the conventional and 
unconventional fields, and they’re going to be around.

“We’re not going to lose that quickly. It doesn’t just disappear,” she 
said. “However, it may take a while to get back; it will get dusty, so to 
speak, if people are out of it.”

But the number of people who will know in the future how to 
explore, “I do think it’s an issue,” she continued. “That will decrease 
with time [as there are] fewer people actively in it. And then people go 
on to other things because they need to.”

The tack du jour is to make a business of energy transition. That’s 
fine, Cunningham said; cleaner air is good, of course. “I think our indus-
try has felt frightened by the [decarbonization trend] for all the obvious 
reasons,” she said.

But the idea of educating the public about the benefits of oil and 
gas? Well, “that train has left the station whether we like it or not,” 
Cunningham said.

Cunningham is among those who have seen firsthand in geologic logs 
and cores how Earth’s climate has changed many times before mankind 
existed and has been on a warming trend since the last Ice Age.

“The climate will still change as it always has,” she said. “We will 
never control the climate. There’s this popular belief that we actually 
can control the climate, which history tells us as geologists is just not 
true. We will never be able to make it stable. Nothing stays the same 
and that is also true of climate. That’s hubris.”

But the industry does care about the environment and climate, 
she added.

“We didn’t know when we started all of this the impact our products 
could have on the environment,” Cunningham said. “There are very 
good impacts, and there are concerning impacts. We need to own that.

“But we aren’t bad people. Speaking for myself, I loved the idea 
of improving the quality of life and increasing life spans, enabling 
amazing technologies and products that make a really positive dif-
ference to people.”

Yet, she concluded, “If everybody just left this industry, the world 
would be in a world of hurt. I may be a bit Pollyanna, but I do wish we 
could listen and work together more. Demonizing creates defensive-
ness. That does not benefit progress.”

Susan 
Cunningham, 
an industry 
consultant, said 
many publicly 
held E&Ps are 
good companies 
“but most are 
mediocre.”
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publicly held Earthstone Energy Inc. buying 
Warburg Pincus LLC-backed, privately held, 
Permian-focused Independence Resources 
Management LLC.

The equity response by January-end was re-
markable. Earthstone’s stock price improved 
29% from $3.99 at market close Dec. 16 
(when the deal terms were priced) to $5.14 at 
close Jan. 29.

In the same time frame, strip had grown but 
less—8.7%. As for E&P equities in general, 
XOP was trailing the improvement in strip, 
growing 6.5%.

Paying in part with about 12.7 million 
shares, the equity portion’s value grew from 
$50.8 million to $65.3 million. The balance 
of the deal price was paid with $131.2 mil-
lion from cash on hand and a $120 million 
increase in Earthstone’s bank facility.

The stock issuance improved the public 
float, noted Neal Dingmann, E&P analyst 
with Truist Securities Inc. EnCap and two 
other 5%-plus shareholders had held 36.8% 
of Class A; EnCap held 96% of Class B.  
EnCap’s combined holding was 61% of the 
company. Post-closing, EnCap’s holding is 
about 50%.

During Hart Energy’s DUG Permian virtual 
conference in September, months before the 
Independence deal announcement, Earthstone 
president and CEO Robert Anderson said the 
industry needs consolidation.

“When private equity decides to exit for 
whatever reason, that will create opportuni-
ties,” he said.

The ongoing impasse of buyer/seller expec-
tations, “makes it very difficult to get deals 
done,” he added. “But we’re persevering and 
persistent every day, talking to folks about 
opportunities and using Earthstone as a con-
solidating vehicle, given we have some great 
metrics and shine well when it comes to the 
cost structure of the business.”

Dingmann wrote after the Independence 
news, “Not only should the deal be immedi-
ately accretive, it adds needed scale to the mi-
cro-cap [Earthstone].”

It lowered G&A 25% per boe/d. The price 
paid per core acre was $2,102; the aver-
age paid for Independence’s total 38,500 
net acres (100% operated; 100% HBP) was 
$237. Dingmann wrote, “The new Midland 
Basin acres appear highly complementary to 
the company’s existing position, and the deal 
adds some 50% more acreage versus what 
Earthstone currently holds.”

The price per flowing boe/d was about 
$20,000. Post-closing, Earthstone’s net debt 
to EBITDAX is 1.1. It had been 0.8 pre-deal, 
Dingmann wrote.

Looking at year-end 2020 transactions of 
$100 million or more, Arun Jayaram, an E&P 
analyst with J.P. Morgan, found an average of 
$8,000 paid per acre, down from $23,000 in 
2019 and $45,000 in 2017.

“The lack of M&A activity, despite de-
pressed valuations, clearly shows the declin-
ing investor appetite for the sector, which now 
comprises only about 2.3% of the S&P 500,” 

Jayaram wrote. But he expects a breakthrough 
this year with a hefty push by investors.

“Specifically, we think M&A could become 
easier to accomplish among SMID cap E&Ps 
as the group continues to clean up their bal-
ance sheets,” he said.

And privately held E&Ps? Jayaram wrote 
that, based on what operators are telling him 
about the more than 150 in just the Permian 
Basin, “[we] have a suspicion that the M&A 
theme in 2021 will not only include public 
company consolidation but public/private 
combinations.”

Northland’s Chandra told Investor that pri-
vate equity will eventually need to resolve 
their investments; funds do expire.

“As we go forward, you might see the ice 
begin to thaw in the type of transactions they 
might be willing to do,” Chandra said.

Exit to what?
Cunningham said privately held E&Ps will 

find a way.
“There was so much capital availability in 

terms of an increasing number of PE-backed 
companies,” she said. “I think most of those 
are going to go away.” She added that PE-
backed shops tend to be very disciplined and 
profit-driven, and “many will figure out a way 
to make money.”

Where do the serial-startup executives go 
from here?

“First of all, I don’t think it’s over,” Cun-
ningham said. The money will look for a new 
thesis and back those that “don’t have a bunch 
of baggage.”

The obvious next E&P venture is in consol-
idating companies and discarded as well as 
post-bankruptcy assets. “That’s just all about 
buying those assets at rock-bottom prices,” 
Cunningham said. And the money’s “going to 
be quite picky about which assets. I don’t think 
it’s [over] in terms of PE [-backed E&Ps], but 
the bloom on the rose is definitely diminished.”

She said rolling up discarded assets from bank-
ruptcy is just one thesis, and the money’s always 
“very good at coming up with other theses.”

Jeff Bartlett, a founder of Pontem Energy 
Capital Management LLC, hopes to be among 
those buyers at some point. Bartlett was previ-
ously with Apollo Global Management LLC 
and Guggenheim Partners. A Pontem co-found-
er is Skye Callantine, who built and sold Felix 
Energy LLC and Felix II. Both are owned now 
by Devon Energy Corp. The third member of 
the founding triumvirate is Cameron Brown, a 
former EnCap team member who has worked at 
Citadel LLC and Lazard Ltd. as well.

Each of the three founders began their careers 
in the oil and gas field as engineering graduates.

“Every one of Pontem’s team members has a 
technical background and worked in the indus-
try,” Bartlett said. “We’re people with large-scale 
operating expertise and actual track records.”

If E&Ps aren’t creating new reserves right 
now, is the industry just moving sideways? 
Adrian Goodisman, a longtime upstream M&A 

Adrian 
Goodisman, 
a longtime 
upstream M&A 
adviser formerly 
with Moelis & Co. 
and Scotiabank, 
said several 
overleveraged 
E&Ps are 
struggling to 
create value 
for their 
shareholders.

PE Funding  
Of New E&Ps

Year # of E&Ps

2014 100

2015 93

2016 120

2017 131

2018 81

2019 36

2020 14

Source: Oil and Gas Investor
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adviser formerly with Moelis & Co. and Sco-
tiabank, said several overleveraged E&Ps are 
struggling to create value for their shareholders. 
There’s consolidation, and then there’s good 
consolidation.

“For example, say you have two companies 
with assets in the same area and they are head-
quartered in the same city; most likely you’re 
going to get operational and G&A savings 
there,” Goodisman said. “However, if the two 
companies have assets in different basins and 
are headquartered in different cities, a success-
ful consolidation may be harder to achieve.”

In a good consolidation, “you’re getting 
bigger. Bigger is typically better, such as hav-
ing leverage over vendors for better pricing,” 
he continued. “So you’re creating value for 
shareholders.”

Some private E&Ps that are ready to sell are 
sitting in core leasehold in the middle of large 
caps. Their assets are identical to their neigh-
bors’ sections, but no one is buying them. 
Why not?

“Value expectations,” Goodisman said. 
“There’s probably a price that their neighbor 
will trade at, but the sellers don’t want to sell at 
that price. They don’t believe they’re getting full 
value if they’re only being offered PDP value. If 
the seller has the luxury of time, you wait for the 
environment to improve.”

Of the roughly 60 public E&Ps, Goodisman 
estimates at least 48 remain by year-end 2022, 
“just because consolidation takes time and val-
ue expectations between buyers and sellers are 
hard to agree on.”

What about by the end of 2025 then? There 
will be fewer, Goodisman said.

“There will still be consolidation going on 
for sure, and some companies will be pivoting 
away from upstream into the renewable space,” 
he said.

Energy transition land rush
Independents may change their business 

models from 100% upstream, take advan-

tage of their public company currency “and 
may pivot to wind or solar,” Goodisman said. 
“People will nod their heads because that’s the 
flavor right now.” They may see a favorable 
response in their stock prices by doing that—
because the world is pivoting. “With Biden in 
power, we’re going down a different path in 
terms of energy,” he said.

Meanwhile, upstream, “there’s very limited 
new money coming in,” Goodisman continued. 
“The capital sources have been burned over 
the years. So the old game of raising money 
to drill up shale acreage or even the buy-and-
exploit strategy—I wouldn’t say it’s done, but 
it’s very tough because a lot of private equity 
providers themselves are pivoting away from 
pure upstream as well.”

He said they are looking to invest in renew-
ables and other parts of the energy value chain.

Northland’s Chandra said, “Some may want 
to stay and monitor the [E&P] investment; 
some may want to launch investments in clean 
tech and other things we’ve seen, such as elec-
tric cars.”

Rather than reenter E&P, RSP Permian Inc. 
(sold to Concho Resources Inc.) founders 
formed a SPAC, Switchback Energy Acquisi-
tion Corp., sponsored by NGP Energy Capi-
tal Management LLC, and bought an electric  
vehicle charging company called Charge-
Point Inc.

Covey Park Energy LLC (sold to Comstock 
Resources Inc.) co-founder Alan Levande is 
chairman and CEO of Peridot Acquisition 
Corp., which is to invest in decarbonization, 
backed by Carnelian Energy Capital Manage-
ment LP.

The Rice brothers are sponsoring Rice Ac-
quisition Corp.; the Cohen family, Broadscale 
Acquisition Corp.

Ex-Chesapeake Energy Corp. executive 
John Stice is on the board of Apollo-sponsored 
Spartan Acquisition Corp. III.

Park Shaper, the former president of Kinder 
Morgan Inc., is on the board of two Star Peak 

If private equity 
isn’t starting 
many new E&Ps, 
where do the 
serial-startup 
executives go? “I 
think it’s going 
to be tough to 
get funded in oil 
and gas,” Triple 
Point Capital CIO 
Welles Fitzpatrick 
said. “There’s 
going to be a lot 
of unfortunate 
fire sales.”
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60 publicly listed 
independent 
E&P firms in the 
U.S., how many 
of these firms 
will remain by 
the end of 2022? 
Executives from 
115 oil and gas 
firms answered 
this question 
during the Dallas 
Fed Energy 
Survey collection 
period from Dec. 
9-17, 2020.



32 Oil and Gas Investor • March 2021

decarbonization SPACs sponsored by Magne-
tar Capital LLC.

By early February, Investor’s count was of 
16 SPACs with energy transition plans that 
have a direct tie to traditional oil and gas man-
agement and/or private equity. Raised and to 
be raised totaled more than $4 billion.

The producer who told the Dallas Fed he was 
concerned about cheap money flooding E&P 
again added, “We are seeing the cycle repeat in 
renewables now.”

His count by mid-December 2020 was of 40 
decarbonization SPACs filed altogether and 
$11 billion raised already.

“These policies are leading us down a path 
of economic destruction in almost every indus-
try, and we may look like Japan in no time,” 
he wrote.

As part of the 2015 bill that lifted the U.S. oil 
export ban, wind and solar tax credits were ex-
tended. In December, as part of the budget and 
stimulus package, they were extended again.

“We are beginning to make investments in 
the energy transition space,” an OFS executive 
told the Dallas Fed.

A longtime oil and gas investor told Investor 
he wonders whether a traditional E&P private 
equity firm will ever raise a new oil and gas 
fund. Pontem’s Bartlett said, “I think that’s a 
fair question, given political and ESG head-
winds.”

He expects traditional E&P PE’s will shift 
to multiple energy sub-sectors going forward, 
“so they can pivot. When there’s an opportu-
nity in upstream, they’ll direct capital towards 
upstream.

“But they’ll increasingly invest in renew-
ables and alternative energy. They will seek 
to maintain the flexibility to do both. So there 
will still be capital [in oil and gas] from those 
incumbents with deep LP relationships.”

Bankers too
Meanwhile, E&P investment bankers are 

broadening as well. Some E&P securities ana-
lysts have been reassigned to energy transition 

desks or asked to do both or let go, according 
to what operators’ investor relations heads told 
Investor last fall.

On the reserve-based lending side, there are 
fewer E&P bankers, according to Haynes & 
Boone LLP, which counted 20 in its October 
2020 survey, down from 30 a year earlier.

A Houston-based E&P lender, Cadence 
Bancorporation, reported in its year-end 2020 
earnings slides in January 2021 that it planned 
to “determine which existing clients and bank 
partners are part of go-forward traditional en-
ergy strategy and exit those that are not.”

Meanwhile, its plan is to “develop ener-
gy-transition-client deposit calling and lending 
capabilities,” it reported.

The reduction in the number of E&P lenders 
is while 28% of oil and gas producers told the 
Dallas Fed in December that they didn’t ex-
pect to be able to access capital this year from 
sources other than the bank.

A producer wrote, “The pullback of tradi-
tional reserve-based lending continues …. The 
ongoing reduction of capital access is likely a 
serious problem.”

Another reported, “Our equity sponsor and 
management are investing additional equity in 
the company, without which the banks will not 
allow us to drill.”

Another said, “The investors of our firm have 
decided to wind down the company.”

Climate wildcatting
Cunningham said E&P leaders building new 

ventures in energy transition “is a really inter-
esting question because their experience is all 
about energy.” What’s the next great wildcat-
ting idea “that I can make a lot of money at?”

It fits with the nature of the E&P venturist.
“It is taking a different kind of risk in the 

energy space, so they’re changing their thesis,” 
Cunningham said. “I think [energy transition] 
can make a lot of sense actually.”

Pontem’s Bartlett noted that private equi-
ty firms invest for their limited partners. So 
with the Biden administration and Democrat-
ic control of Congress, “you’re just going to 
have “so many headwinds facing general part-
ners seeking to raise capital for investment in 
the upstream sector,” Bartlett said. As their 
fund investors want to invest in renewables, 
“It’s highly logical [E&P private equity firms] 
should offer them something they actually 
want to invest in more so than in upstream. 

“It is what it is,” he continued. “I’d do the 
same thing if I were those firms.”

Triple Point’s Fitzpatrick added, “It’s a hot 
sector, so I guess it makes sense.”

But, for oil and gas wildcatters, the energy 
transition doesn’t easily translate, he added.

“It’s a completely different business,” Fitz-
patrick said. Some of the experts he’s familiar 
with “have 30 letters behind their name.”

Chandra said the key to leading any SPAC is 
“tackling the evaluation” of what you’ll buy.

“And any of these [ex-E&P] guys can do 
that, right? I don’t think their expertise is going 
to be as required to run the entity they bought,” 
he said.

Jeff Bartlett, a 
founder of Pontem 
Energy Capital 
Management 
LLC, noted that 
PE firms invest 
for their LP 
partners and, 
with the Biden 
administration 
and Democratic 
control of 
Congress, 
headwinds will 
face firms seeking 
to raise capital 
for upstream 
investment.

No
28%

Yes
72%

Industry Ability To Tap  
Nonbank Capital

Source: Federal Reserve Bank of Dallas

If necessary, do 
you expect your 
firm will be able 
to access capital 
from nonbank 
sources over the 
next 12 months? 
Executives from 
76 E&P firms 
answered this 
question during 
the Dallas Fed 
Energy Survey 
collection period 
from Dec. 9-17, 
2020.
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For example, the ex-RSP Permian founders 
bought ChargePoint. Chandra noted Charge-
Point was an existing company with personnel 
that came with the company.

As for the create-PUDs-and-flip model, “I 
think those days are over,” Chandra added. “So 
you’re going to have to have a different pitch.”

If there is $85 oil again? “I know someone 
will say, ‘Never say never,’ but I’m willing 
to venture that you can have $85 oil without 
PE-driven investment returning,” he said.

No new plays?
Just converting PUDs to PDPs isn’t oil and 

gas exploration. So where is the Lower 48 going 
forward?

“The bar is high,” Chandra said, “and there’s 
always a place for exploration, provided that 
you’re lowering the cost curve.

“I don’t think we ever truly got paid for the 
high end of the curve. There was the Tuscaloo-
sa Marine Shale and stuff like that. It was very 
brief, of course.”

The playbook of just growing, though, “is 
busted,” he said. To revive it requires an answer 
to “How do we get the market to ever again pay 
a multiple that’s far beyond what you’re produc-
ing?” Chandra said. “I just don’t see it. I don’t 
think that playbook comes back.”

Meanwhile, decarbonization is probably go-
ing to be bumpy.

“It’s probably going to take longer, but there’s 
one inevitability: It’s coming,” he added. “So 
why would I overpay for a resource right now? 
I’ll pay for blowdown value. Maybe I’ll pay a 
little bit beyond blowdown value. But I’m not 
paying a multiple for your production. So I 
don’t know if that market comes back.”

If producers aren’t overpaying for proper-
ties, it might keep oil prices higher for longer 
“in a way that didn’t happen in 2018,” Chan-
dra said. “Capital was flush and all those ac-
quisitions happened, and it absolutely killed 
the oil-price rally. The companies that remain 
should benefit.”

It favors “the incumbents; you’re not favoring 
new shops,” he added.

Pontem’s Bartlett said that at $50 oil, “you 
can actually make money in this industry.” With 
expectations for higher inflation, a weaker dol-
lar and strong commodity prices, “you want to 
be invested in oil and gas producers.”

Chuck Yates, a former E&P private equity 
manager who runs the podcast “Chuck Yates 
Needs a Job,” told Hart Energy’s Executive Oil 
Conference virtual attendees in January that, in 
oil and gas, “We ran our business like we were 
holding lottery tickets … . Today, there are no 
lottery tickets in front of us.

“We have higher prices, and that might be 
the only one. But there is no mystery shale 
that’s going to pop up on your acreage. 
There’s no technology today I see staring in 
front of us that could have any sort of material 
change to the business.”

Automation is the future of E&P, Yates said.
“There are probably 75% too many people 

operating the assets we have today in oil and 
gas companies,” he said. The business needs 
“consolidation, technology [and] automation. 
Do we really need a pumper truck driving by 
every well every day?”

This is “the age of the plumber,” Yates con-
cluded. The margins are “razor thin.” M

Subash 
Chandra, E&P 
equity analyst 
at Northland 
Securities Inc., 
said the largest 
E&Ps aren’t 
interested in 
small deals, 
“but smaller 
companies are—
or should be, if 
they can do an 
accretive deal.”

Number Of M&A 
Deals Greater Than 
$100 Million

Year Grand Total

2017 106

2018 101

2019 63

2020 31

Source: Enverus data in December 2020 
J.P. Morgan report

Total Deal Value ($ MM) 
For Deals Greater Than 
$100 Million 

Year Grand Total

2017 $66,628

2018 $86,797

2019 $147,467

2020 $50,086

Source: Enverus data in December 2020  
J.P. Morgan report

Average $ Per Acre Value For Deals >= $100 Million

Ark-La-Tex Eastern Gulf Coast Midcontinent Multi Region Permian Rockies West Coast Average

2017 $1,246 $7,495 $3,115 $7,968 $108,800 $37,713 $6,550 $188,492 $45,172

2018 $1,326 $27,759 $45,098 $4,291 $26,374 $29,924 $2,247 $19,574

2019 $2,483 $68,162 $4,167 $30,884 $32,083 $3,048 $23,471

2020 $2,800 $4,489 $14,554 $10,146 $7,997

Source: Enverus data in December 2020, J.P. Morgan report
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TWICE THE LIBERTY
Liberty Oilfield Services doubled in size entering the new year with  
the addition of Schlumberger’s OneStim hydraulic fracturing division.  
Now CEO Chris Wright is eager to see where the supercharged combo  
can take the U.S.’ No. 2 pumper.

The first meeting between three top exec-
utives of global oilfield services (OFS) 
giant Schlumberger Ltd. and three top 

executives of leading U.S. pressure pumper 
Liberty Oilfield Services Inc. occurred in a 
restaurant in New York City in late 2019—and 
certainly before COVID-19 closed down the 
Big Apple in March 2020. Schlumberger ini-
tiated the invitation. On the menu: Big Blue’s 
OneStim hydraulic fracturing division.

It was no secret that the French OFS provid-
er was looking to sell so-called noncore busi-
nesses, particularly those in U.S. shale, which 
was undergoing a swoon in activity as E&Ps 
were pulling back on activity due to Wall Street 
capital flight. But it was barely two years after 
it had paid $430 million to Weatherford Inter-
national for its frac fleet.

One company’s noncore is another’s trans-
formation.

That first gathering was informal and casu-
al, according to Liberty chairman and CEO 
Chris Wright, but crucial nonetheless. 

“We talked about life and our outlook on 
business. I found their leadership open, can-
did, just full candor, which certainly inferred 
trustworthiness,” he said. “That’s the way Lib-
erty does business. If people are honest and 
open, you can find solutions. So it began with 
just humans connecting, and that connection 
built confidence on both sides.”

The deal closed on New Year’s Eve, more 
than a year later, with Schlumberger taking 
all equity for its OneStim division with a 37% 
ownership stake in Liberty. Analysts valued 
the deal at $448 million at the time of the 
announcement in September. Liberty gained 
some 3.5 million hydraulic horsepower, along 
with 60 wireline perforating units, two Perm-
ian sand mines and a basket of technologies. 
The Denver fracker more than doubled in size 
and capacity overnight.

While Schlumberger was founded nearly 
a century ago, Liberty is just a decade old. 
Wright and his executive team—still intact—
formed the company in 2011 with the goal “to 

Liberty’s Quiet Fleet reduces sound by more than threefold and is so quiet that OSHA no longer 
requires hearing protection to be worn on site.

INTERVIEW BY
STEVE TOON

PHOTOS COURTESY 
OF LIBERTY 
OILFIELD SERVICES
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be the best damn frac company, period.” And 
although it has become the largest frac-only 
company onshore U.S.—second only to Hal-
liburton when comparing all service compa-
nies—its focus on innovation and entrepre-
neurship gives it a much smaller feel.

“We embrace decision-making near the tip 
of the spear,” he said. “As we’ve taken a step 
to get even bigger, I’m convinced we will keep 
that scrappy young, hard driving, innovative 
culture we have.”

Wright himself features an impressive bio. 
He holds a mechanical engineering degree 
from MIT and graduate work in electrical 
engineering at both MIT and University of 
California – Berkeley. During his career, he’s 
worked in nuclear fusion, solar and geother-
mal energies. He started and remains execu-
tive chairman of both a private E&P, Liberty 
Resources, and a private midstream company 
called Liberty Midstream Solutions.

In the early part of his career, at 27, he 
formed Pinnacle Technologies, a hydraulic 
fracturing mapping company that was instru-
mental in cracking the code for shale in the 
1990s. Besides all that, he’s an avid outdoors 
enthusiast. Investor caught up with Wright in 
the midst of a road tour in which he was visit-
ing OneStim field offices.
Investor What was the compelling reason for 
pursuing the OneStim deal?

Wright It was unique. M&A generally has 
not been a primary focus for Liberty; we’ve 
been very much an organic grower. But when 
Schlumberger approached us, given the quality 
of the company, the technology, the low turn-
over and high-quality employee base, we were 
interested in that dialogue.

If you pick the three big investors in down-
hole technology in the frac world, it’s Halli-
burton, Schlumberger and us. They’ve been at 
it longer than us developing modeling technol-
ogies to understand what goes on downhole in 
reservoirs, equipment technology, process au-
tomation and software. So they brought a lot 
more than horsepower. They brought a number 
of technologies and an experienced workforce 
that we thought could be a great fit at Liber-
ty, and it could be quite additive putting these 
forces together.

But we still tread lightly. Acquisitions are 
risky, particularly in people or culture-based 
businesses like service companies.
Investor Why was the deal arranged as an 
all-equity transaction?
Wright This was pre-COVID, but both sides 
recognized that the market was tough and get-
ting worse. The best way to achieve both of our 
ends—which is to make a better, stronger frac 
competitor—was to do it in a full partnership 
deal, which meant all equity. Schlumberger 
didn’t want to sell for cash at the bottom of a 

On the heels of a transformational acquisition, Liberty Oilfield Services CEO Chris Wright acknowledges he is optimistic 
about the future of the U.S. shale sector. “I think that over the next few decades, U.S. shale will be a very meaningful 
resource for world oil demand and for natural gas and natural gas liquids demand,” he said.
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market. They wanted to contribute what they 
had invested decades in building into a place 
where they thought that they could realize 
the full value of not just that business, but the 
combined business with time. So with equity 
you no longer have to worry about where are 
we in the cycle; it’s only about relative value.
Investor The valuation was significantly less 
than estimates of what Schlumberger had in-
vested in that division. How important was the 
timing of the deal?
Wright The announced acquisition price was 
just how many shares are we going to issue the 
day of the acquisition and what was the share 
price that day. Analysts wrote a value for the 
transaction that it was announced on that day. 
But it was basically a long dialogue on what 
are the right trade-offs and how do we make 
up a business going forward that’s going to be 
worth more. There’s no simple formulaic way 
to do that.

We did one other deal in our history that was 
also at the bottom of a downturn. We bought 
the Sanjel assets in 2016 that was basically a 
bankruptcy auction. We used cash and bought 
assets at the absolute cheapest time. We knew 
a rebound was coming, and we’d grown mar-
ket share a lot. So the Sanjel deal worked be-
cause the timing was good, both on the price 
we paid and on the spare capacity it gave us to 
come out of that downturn.

In this case, we didn’t have a distressed sell-
er. We had the world’s biggest, most valuable 
service company as the seller. We had a seller 
that realized the compelling industrial logic of 
combining two of the best players in the space 
to get synergies of a larger scale and to get the 
focus of Liberty’s management team.

Schlumberger is in many business lines. 
They’re global around the world while Liber-
ty is focused on North America and fracking. 
All we do is frac. So that was a way to get the 
most value out of the assets. And if you’re a 
strong seller, you don’t want to sell for cash at 
a bottom, but you’ll take stock if you believe 
in the future of the business going forward. So 
I think that structure of the deal made sense for 
Liberty’s balance sheet, and it made sense for 
Schlumberger.
Investor Holding a large equity interest in 
Liberty, what is your relationship with Schlum-
berger going forward?
Wright We’re aligned, and it will continue 
that way because they are a large shareholder 
and we also added two board members from 
Schlumberger. As far as industry knowledge in 
technology in the space, we added capability 
there. And also we’re no longer competitors. We 
provide frac, wireline and services in the United 
States and Canada; Schlumberger doesn’t.

But they are still massive investors in reser-
voir technology and optimization in business 
processes. Beyond the deal, we’re launching 
a technical cooperation partnership going for-
ward, so that the things Liberty developed that 
have broader application than just for frac, 
we’re going to share with Schlumberger. And 
as Schlumberger develops technologies that 
will add value to Liberty’s businesses, we’re 

going to use those technologies and do some 
things jointly together. So it’s a transaction that 
puts all the frac assets under Liberty manage-
ment and a technology development partner-
ship going forward.
Investor What kind of information do you 
expect will benefit Liberty coming from 
Schlumberger?
Wright Schlumberger has done a lot in 
data analytics, in monitoring, in software 
platform-based technologies that they’re de-
veloping for a broader suite, but they certainly 
have application in frac. We’re developing 
next-generation technologies for our busi-
ness that will also have applications in other 
Schlumberger business lines.
Investor Will they have a say in how and 
where you conduct business?
Wright Absolutely not. To their credit, they 
didn’t want that. Schlumberger recognized 
that while they developed a lot of great things 
and had a lot of great people, they were a big 
company and didn’t have their focus on North 

DEEP AND WIDE
Well interference issues plagued operators across many basins the past 

couple of years as they overshot on tightening well spacing in an attempt 
to maximize recoveries. Although Liberty’s frac fleets arrive on pad after 

the wells are spaced and drilled, its WellWatch technology assures the most 
reservoir will be drained per the situation—and provide guidance for drilling the 
next pad over.

WellWatch monitors pressure in offset wells in real time while a well is being 
pumped. 

“If the fracture size is getting closer earlier on than it was expected to, at this 
point we can drop some far-field diversion and try to minimize the parent/child 
interactions while maximizing the reservoir stimulation,” Liberty Oilfield Services 
CEO Chris Wright said. 

Operators have defensively “solved” well interference by locating wells so far 
apart that they won’t interact, but then the oil between those two wellbores never 
gets developed, he noted.

“Generally, that’s a good idea, but when you do that, you’ve got to optimize 
the size of your frac so that you still get close enough so you don’t leave a lot of 
oil behind,” he said. “And you don’t want too much overlap on the frac systems 
because then you have much reduced quality of wells because they’re spaced too 
close together. But you want to have a little bit of interaction so that you don’t 
leave a lot of undrained oil between those wells.”

While Liberty historically employs near-wellbore diverters, Wright is excited 
about the addition of Schlumberger’s far-field diverter called BroadBand, which 
controls the end of the frac wing. 

“We’ve been using that already,” he said.
Optimizing perforation cluster design is another area of emphasis for Liberty. 

Operators generally want to shoot too many perforations, Wright said, but too 
many perforations in pipe results in a loss of control over where the fluid is going. 
Too many clusters create robust IP but a quick fall off from cluster interference. 
Too few clusters cause fracs to grow too long and into the nearby wellbore, leav-
ing oil behind between the clusters.

“It’s not just ‘is it a 500,000-pound stage or 700,000-pound stage?’ It’s where 
those 700,000 pounds are going to go. And so clustering, which are those individ-
ual fractures you create within a frac stage, matters a lot.”

Liberty makes it a practice to publish a great deal of its findings. 
“Our dream is to make the whole industry better,” Wright said. “Obviously, 

we want Liberty customers to have the best advantage, but we love the shale 
revolution, and we want to see it keep getting better.”



42 Oil and Gas Investor • March 2021

American frac. Therefore, they were maybe 
not as agile, not as lean and mean as they need-
ed to be to be the top player in frac.

And they recognized that Liberty is the top 
player in frac. They understood that Liberty 
rolls differently than they do. They understood 
the way to win is to combine these assets under 
a team that’s been winning, that’s very entrepre-
neurial, very fast moving, very focused on frac.

And it was critical to Liberty that we not 
change the way we operate, the way we make 
decisions, the way we interact with our cus-
tomers. That was not a deal that Liberty would 
have done, but it was also not a deal that 
Schlumberger wanted.
Investor How does it feel to double in size 
overnight?
Wright It’s exciting, but it’s also humbling. 
We’re swallowing a whale, and we’ve got to be 
careful and thoughtful in the way we do this. 
Schlumberger OneStim had areas where they 
were better than Liberty, and we’ve got to learn 
those things and adopt them at Liberty. And 
then there are things that Liberty does that are 
better than [the way] Schlumberger did them. 
And we’ve got to slowly roll those out across 
all of the fleets. We’ve got to bring two proud 
organizations into one organization and that 
takes some time.

We closed the deal on New Year’s Eve, but 
it doesn’t make everything all one family im-
mediately. The biggest risks and the biggest 
upside of these transactions is always on the 
human side.
Investor How will OneStim fleets be worked 
into your operations? 
Wright On January 1, they were running ex-
actly how they were running on December 31, 
and in large part that’s still true today. Their 
fleets in their basins are being run by the same 
crew leaders and the same regional manage-
ment. In the Permian, things will be folded 
under one team pretty quickly. In the Haynes-
ville, Oklahoma and Canada, the Schlumberger 
leadership is still leading in those districts.

So we’re going to do it humbly and with 
some time before we go out and say stop doing 
that and do this. We want to understand what 
they’re doing and why, and then they’re going 
to visit our crews. In the interim we’re calling 

it Liberty red and Liberty blue to facilitate the 
learning process, but as quickly as we can, it’s 
just going to be Liberty.
Investor Are you taking any iron off the mar-
ket following the integration?
Wright One million horsepower is being 
permanently retired, and a little more than a 
million horsepower is just parked and no lon-
ger being actively marketed. The only fleets 
that are running today are the fleets that were 
running before the deal closed. So we are sta-
tus quo right now.

The million horsepower being retired was 
idle, older equipment that we thought the in-
vestment to bring it up to Liberty standards 
was just too large of an investment. It was ba-
sically obsolete equipment. The other million 
and a quarter of horsepower that we’re no lon-
ger actively marketing is just to right size the 
available capacity for what we see as the size 
of the market opportunity out there.

Until COVID, all of our fleets were busy all 
the time. That limited our ability to enter a new 
basin. For the first time in our history we have 
an enormous amount of ready-to-go equipment 
that’s idle—and we like that. It’s optionality to 
pursue opportunities when they make sense.
Investor What’s your viewpoint of future 
horsepower demand?
Wright In the summer of 2018, there were 
over 400 fleets running. We don’t think the in-
dustry will ever see 400 fleets again. In fact, 
we would be surprised to see the industry ever 
hit 300 fleets again.

That’s for two main reasons. One is enormous 
efficiency increases in fleet throughput. I would 
say Liberty has been a significant driver of that 
across the industry. We’ve always been driven to 
figure out how to do something more efficiently 
with the same amount of equipment [and] the 
same amount of humans to get more done in a 
day. That leads to a lower cost to produce a bar-
rel of oil, a smaller time on location, lower envi-
ronmental impact and lower safety risk.

The other is capital discipline and reduced 
rates of investment among the whole North 
American E&P shale universe. Our industry 
has had a very tough decade. The shale rev-
olution saw a flood of capital come into our 
industry pretty much like the start of the in-
ternet boom did, with overinvestment, undis-
ciplined investment, a lot of destroyed capital 
and a lot of weaker companies. Now, a shake-
out is happening.

In fact, I would say we’re well along the way 
to where we’re going to come out the other side 
with a smaller number of players that are more 
disciplined, more ESG conscious and more 
profitable. I think our industry is going to have 
a much better decade in front of us than we did 
behind us. And all of those things are leading 
to the total fleet count over the next four or five 
years that likely never reaches 300.

Most of the public companies’ goals are to 
have their December 2021 production rough-
ly flat from their December 2020 production, 
so sequentially to keep the end-of-the-year 
exit rate flat. Our estimate is 200 or maybe a 
little less active frac fleets are needed to keep 

Liberty Before And After

2019 Proforma

Revenue $2 B $5.2 B

Adjusted EBITDA $277 MM $664 MM

Market share 9% 22%

Financial leverage Net cash Net cash

Available-for-service HHP 1.25 MM 2.5 MM

Maintenance support HHP N/A 1.25 MM

Pumpdown perforating wireline N/A 60 PDP units

Sand mine capacity N/A 8 MM TPA

Intellectual property patents 50+ ~500

Oil & gas basins 6 10

Source: Liberty Oilfield Services
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U.S. oil and gas production flat throughout 
the year 2021.
Investor Liberty now has operations in two 
dry gas basins, where a year ago you were in 
none. What does this tell us about your view 
on natural gas?
Wright When we began 10 years ago, all of 
the basins that we entered until a few months 
ago were all oil dominant basins. We were ba-
sically bullish on activity in the oil basins and 
bearish on activity in the gas basins. Now we 
think the reset in the gas basins has happened. 
Activity levels of the major gas basins going 
forward today are probably still just flattish—
we don’t expect screaming growth, maybe a 
little bit—but flattish or a little bit of growth 
is a much better marketplace than the signif-
icant contraction in activity there over the  
last decade.

We’ve looked at long-term global LNG ca-
pacity growing maybe 5% or 6% per year for 
the next five or 10 years. That looks good. 
The U.S. now gets about 40% of our electric-
ity from natural gas, so we’ve just massively 
changed our electrical sector faster than peo-
ple could have believed.

But the rest of the world’s electricity pro-
duction is still completely dominated by coal. 
The best way to move that forward, as far as 
lowering particulate matter emissions, which 
are the most deadly emissions today, and 
lower greenhouse-gas emissions is to switch 
more of that to gas. A lot of it will go to wind 
and solar as well, but they need gas. And at 
the scale we’re talking, I think gas will be the 
biggest player there. So we like the multi- 
decade outlook for gas, and we’re thrilled to 
be establishing operations in all the major  
gas basins.
Investor Are you concerned about headwinds 
from new government policies flowing down 
to the OFS sector?
Wright Oh, without a doubt. It’s not a shock 
to hear the moves on federal lands. But it’s 
still a disappointment, and to have it done on 
day one as if there are no trade-offs to be eval-
uated, it was definitely disappointing. I wrote 
an editorial on why a ban on drilling on feder-
al lands actually will increase greenhouse-gas 
emissions and increase air pollution.

So it’s hard to argue from facts that that’s a 
positive thing. In fact, it’s pretty clearly a nega-
tive thing both for the environment and for U.S. 
workers and U.S. businesses. Whenever a pol-
icy is made because it pleases a certain group 
or it feels good, not because a rational evalua-
tion makes it good, that’s scary. But of course 
that’s politics. We don’t expect a radical change 
in what’s going to happen in the industry in the 
short term, but there certainly could be forces 
from the new administration on the regulatory 
front that build increasing headwinds.
Investor What feedback are you receiving 
from the investment community? Are they 
demanding any reformations with OFS com-
panies’ business models similar to E&Ps?
Wright Yes. The investor base just wants ra-
tional decisions made based on the changing 
landscape. I think their frustration is that a lot 

of times management teams look backward 
and are not proactive enough about what’s 
coming in the future. The investor community 
in general focuses on the same two big things 
that we focus on, and front and center is re-
turn on capital employed. Are the investment 
decisions being made likely to lead to an at-
tractive return on capital employed? That’s I 
think at the base. That’s their job and that’s 
our job.

The other is an increasing social desire. The 
new generation is growing up in the wealthi-
est situation the world has ever seen. And it’s 
very important to them that they feel that busi-
nesses are doing everything they can to help 
the environment get better and to lift people 
up that were born in unfortunate circumstanc-
es. That is at the foundation of our business: 
how can we better human lives? Broadly, 
how can we be part of the solution, using our 
technology, equipment and passionate team 
to bring affordable, reliable and sustainable 
energy to people around the world?
Investor How do you see the role of oil and 
gas in an energy transition?
Wright There is a widespread belief that 
we’re in the midst of an energy transition 
that’s going to make us all obsolete. Some 
people say 10 years and others maybe 20 or 
30 years. That’s just not going to happen. It’s 
not realistic.

The arrival of oil and gas completely trans-
formed the lot in life of the average person in 
the world. Global life expectancy went from 
30 or so years to 72 in a few generations. The 
number of people living on the equivalent of 
less than $2 per day went from 90% of hu-
manity to today 9% of humanity and falling. 
That 9% is still 700 million people, and they 
want to make the energy transition too. They 
want to have lives like you and I.

So to me it’s about energy access. We still 
have a boatload of humanity that cooks their 
meals by burning wood, dung and agricultural 
waste. It’s deadly, and it shrinks the opportuni-
ties and lifespans of the people living like that. 
So to me, the biggest issue today is finishing 
that energy transition and getting everyone to 
have longer, healthier lives.

Wind and solar today provide less than 3% 
of global energy after 20 years and $2 trillion 
of subsidies. They’re not likely to displace all 
the other energy sources. Nuclear and geother-
mal might have a renaissance. A lot’s going on 
in energy storage. But energy systems trans-
form slowly, and the advantages of fossil fuels 
are so compelling today that I think it’s a safe 
bet they will still be the dominant source of 
energy when I die.

But they’ll be cleaner and there will be a dif-
ferent mix among them. We may have wide-
spread carbon sequestration. We may be burn-
ing natural gas in Allam Cycle plants, which 
is a high-pressure, enriched oxygen, supercrit-
ical CO2 cycle. The only byproducts are water 
vapor and high-pressure CO2, which could be 
immediately injected underground. This is low 
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cost, abundant, reliable, carbon-free electricity 
generation.

It’s not like the sun is soon setting on fossil 
fuels; the math and the physics say that’s not 
going to be happening. Looking at the EIA 
[U.S. Energy Information Administration] 
data, the percent of total U.S. energy that 
came from oil and gas hit an all-time high in 
2019 at 69%. It’s not a shrinking industry. It’s 
a mature industry that’ll likely continue to 
have slow growth going forward so that the 
remaining third of humanity also gets modern 
energy and better lives.

I love all kinds of energy. I’m not saying it’s 
never going to change. It’s going to change. 
It’s going to evolve, but most of the beliefs 
people have are just not consistent with histo-
ry, with the numbers and with physics.
Investor What’s your prognosis for shale 
plays going forward?
Wright As demand for oil and gas rebounds, 
the world is going to need American oil and 
gas. The world is going to need growth in 
American oil and gas from where we are right 
now, at about 11 billion barrels of oil per day. 
We were growing too fast before and we hurt 
world oil markets, and we certainly hurt re-
turns of our companies. But I think this new 
discipline of keeping production flat at where 
we are—I think in one, two, three years out, 
the world will need us and oil prices will be 
that message.

There’ll be a call on more oil and more nat-
ural gas from the U.S., and I believe the new, 
smaller, leaner meaner industry will be able to 
meet that demand, but hopefully in a measured 
way with U.S. production growing a few hun-
dred thousand barrels per day per year, not a 
million plus barrels per day per year.

But, you know, people have been talking 
about the end of U.S. shale since soon after it 
started. I’m quite optimistic about it. I think 

that over the next few decades, U.S. shale will 
be a very meaningful resource for world oil 
demand and for natural gas and natural gas 
liquids demand.
Investor What role did you play in the early 
development of shale technologies?
Wright Yeah, a bit of a blind squirrel finds 
nut. I had started a company called Pinnacle 
Technologies in 1992, and in the mid-’90s we 
started realizing that if you refracked a well 
that already had been fracked, that produc-
tion itself would change the stress state of the 
rock, and you might get a fracture growing 
in a different direction. So you could touch 
new rock. We ultimately developed models of 
multiple fractures and how they interact with 
each other, because our goal was how do you 
touch more reservoir rock?

[Mitchell Energy’s] Nick Steinsberger, who I 
think is enormously important to the start the 
shale revolution, saw me give a talk about these 
ideas in East Texas, and he said, ‘Come to Fort 
Worth,’ and I met the team at Mitchell there.

Mike Mayerhofer, who’s a long-time col-
league of mine, was at Pinnacle 23 years ago 
and he’s at Liberty today. Mike is maybe the 
most important technical pioneer in the way 
he was doing these very large slickwater fracs 
instead of crosslink gel fracs in East Texas in 
the Cotton Valley and Travis Peak. He was 
getting some success—meaning better gas 
production and cheaper well costs—but not 
understanding why they were working with 
so little sand placed.

So these ideas kind of came together in the 
very early Mitchell first slickwater fracs in 
the Barnett Shale in vertical wells with May-
erhofer’s frac idea and Pinnacle’s tiltmeter 
and microseismic mapping technologies to 
see if we were indeed getting network frac-
tures. And by great luck we were. If you can 
touch a huge contact area of rock, then you 
can produce hydrocarbons from very low per-
meability rocks like shale.

I was lucky to have some ideas and some 
input and be a blind squirrel at the start of 
the shale revolution. I had no idea how big it 
would turn out to be at that time. I think it’s 
been great for not just the oil and gas indus-
try, it’s been great for the world in collective-
ly lowering the price of oil, natural gas and 
propane, which is the bridge fuel lifting folks 
out of energy poverty.
Investor What’s your favorite experience as 
an outdoors enthusiast?
Wright I like to go to remote places. Climbing 
to the top of Mount Chimborazo in Ecuador 
with my wife in socked in weather with no 
visibility would be high on that list. More 
recently there was a pretty remote waterfall 
called Cedar Falls a couple of mountains 
behind my house in Montana, so a combina-
tion of ski and rappel, traveling back there to 
climb that frozen waterfall was also a great 
achievement.

But the most spectacular climb I did was in 
Alaska with my wife. We never even made the 
top of the mountain, but we had an awesome 
few days on a peak in Alaska. M
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GREENLIGHTED
Private equity dollars are chasing the next growth opportunity, and it’s green. 
But how will that coexist with oil and gas?

ENERGY CAPITAL

Energy-focused private equity funds always 
scout around for the next way to hit a 
home run. Beyond shale plays, digitaliza-

tion or M&A, today many private equity scouts 
are chasing alternative energy opportunities, 
and that means a lot more than backing gas 
producers to feed a power plant.

Several factors are driving their march toward 
a greener portfolio. Last year, as a Biden presi-
dency came into view and the energy transition 
became the talk of the town, public and private 
investors increasingly turned to renewable en-
ergy (solar, wind, biogas) or energy transition 
ideas (electric vehicles [EVs], battery storage, 
distributed power generation).

When these private equity fund managers 
looked to public markets for guidance, the traf-
fic lights were flashing green in a big way. Ref-
initiv’s Global Renewable Energy Equipment & 
Services Index rose more than 200% last year; 
the WilderHill Clean Energy Index (ECO) rose 
300% in 2020, not counting the stock of Tesla, 
which soared an astounding 700%-plus in 2020.

The public market has gotten too frothy 
though, which may be a yellow caution signal: 
The iShares Global Clean Energy ETF (ICLN) 
saw an inflow of $990 million in one week re-
cently. EnPhase Energy Inc., a solar equipment 
maker that joined the S&P 500 in January 2021, 
traded at nearly an 80x multiple of EBITDA at 
one point, so it was clearly “priced to perfec-
tion,” said Raymond James analyst Pavel Mol-
chanov in a report on renewables.

Simmons Energy analyst Pearce Hammond, 
commenting on Plug Power Inc. recently, said, 

“At some point we need to see some conver-
gence between the thematic thrust of an embry-
onic sector with valuation realism in relation to 
plausible estimated normalized earnings.”

Whether valuations are realistic or not in to-
day’s heated atmosphere, many of the biggest 
private equity firms for energy believe in an 
“all of the above” approach and thus have in-
vested in alternatives for several years, usually 
led by a separate in-house origination team us-
ing dedicated capital that is separate from their 
oil and gas funds.

At press time, EIG Global Energy Partners’ 
new energy transition fund was nearing the 
$1 billion mark, and EnCap Investments LP’s 
new transition effort was passing $1 billion. 
An Apollo Global Management affiliate’s spe-
cial purpose acquisition corporation (SPAC) 
was about to merge with a solar company in a 
$1.3 billion deal. Riverstone Holdings, which 
has invested in low-carbon ideas for 15 years, 
recently joined a $50 million Series C funding 
commitment for FreeWire Technologies, an 
EV charging company, along with bp ventures 
and other investors.

Many players
There are plenty of other examples. EnCap 

Investments LP, NGP Energy Capital Manage-
ment, Quantum Energy Partners, Arc-Light 
Energy Capital and many others have added 
green business verticals to their traditional oil 
and gas portfolios. GEC Energy and White 
Deer Energy have said green technology in-
vesting will be their main—or only—strategy 
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from now on, ditching E&P. GEC IV was to 
begin fundraising anew sometime this year for 
the company’s fourth fund.

“It’s clear that the energy industry is in a tran-
sition and that creates new challenges,” said 
Mark McCall, managing director with Lime 
Rock New Energy LP. “We are looking for 
companies that are solving those challenges.”

Formed in July 2019, it has already closed 
on about $100 million toward a $600 million 
goal. Its first two commitments were made 
in fourth-quarter 2019 to Smart Wires, a grid 
modernization company, for $75 million, and 
Qmerit, a nationwide provider of installation, 
maintenance and repair of EV charging equip-
ment for residential and light commercial use.

“Renewables have been moving along for a 
while, but it’s a hockey stick now,” said Shawn 
Cumberland, managing partner with EnCap 
Energy Transition. “EnCap is a proven energy 
investment manager with more than 32 years 
of success. It was wise of EnCap to respond to 
the market by expanding their remit to include 
an energy transition platform.”

Alongside its existing upstream and mid-
stream portfolios, EnCap has created a third 
portfolio to focus on low-carbon opportunities. 
The company is already the largest financial 
investor of equity in battery storage (facilities 
that are operating or under construction) out of 
the entire financial sector, he said.

Private equity players that understand ener-
gy see renewables as the next great vertical to 
complement their oil and gas business, not re-
place it.

Although EnCap Investments is now invest-
ing from Fund XI for upstream and its mid-
stream vehicle, EnCap Flatrock, is on mid-
stream Fund IV, to enter the green space the 
firm on boarded a new team with deep power 
and renewables experience to lead its third in-
vestment vertical. According to SEC filings, 
the firm is in the midst of raising a new energy 
transition fund of up to $1.5 billion. To enter 
the green space, the firm created an internal 
“skunk works” team to look at energy transi-
tion opportunities. 

“It was apparent that this was going to 
explode. The amount of capital that will be 
dedicated to the energy transition globally is 
going to be in the trillions,” EnCap’s Cumber-
land said. “As long as opportunities continue 

to be there for renewables, we’ll be in it for 
the long haul.”

To go green, EnCap Investments approached 
the team at Prisma Energy in 2019, which was 
already backing distributed solar for residen-
tial use, among several other alternative energy 
themes. Each of the four partners at EnCap En-
ergy Transition have at least 25 or 30 years of 
experience in the power sector, bringing those 
skills and contacts to the new team, including 
Jim Hughes, who was CEO of First Solar and 
Prisma Energy, among other career highlights.

“The courtship was pretty fast,” Cumberland 
told Investor. “The way we both look at risk 
management and creating value is similar.”

EnCap’s current investments include two 
deals made in 2020, Triple Oak Power LLC 
and Solar Proponent LLC, as well as four 
made in 2019 that include Broad Reach Power, 
Catalyze and Jupiter Power. They are involved 
in utility-scale solar power, battery storage and 
wind power. It has upsized its commitments to 
Broad Reach, Jupiter and Catalyze as the op-
portunities expanded beyond initial expecta-
tions, Cumberland said.

Three SPACs
Recently, traditional private equity firms fo-

cused on upstream or midstream deals have 
also entered the energy transition field by 
sponsoring SPACs dedicated to renewable op-
portunities, with the goal to mitigate or reduce 
greenhouse-gas (GHG) emissions and add an-
other vertical to their E&P portfolio.

For example, Carnelian Energy Capital 
Management is still investing on both sides of 
the energy coin. In June 2020, it funded Haw-
thorne Energy LLC, a new E&P run by former 
executives from Three Rivers Operating. But 
then in September, its alt-energy SPAC aimed 
at reducing GHG, Peridot Acquisition Corp., 
went public, raising $300 million gross.

The SEC filing described Peridot this way: 
“While our target opportunity set captures 
a broad range of business profiles, we have 
identified several specific sectors on which 
we intend to focus, including electrification, 
clean fuel transportation, self-directed and au-
tonomous mobility and related infrastructure, 
energy storage and efficiency, smart grid tech-
nology, renewable energy, biofuels and syn-
thetic fuels management, reuse and recycling 
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of waste and water, as well as related environ-
mental infrastructure, air emissions and carbon 
capture, utilization and storage.”

Pearl Energy Investment II LP took Spring 
Valley Acquisition Corp. public on Nasdaq in 
November, and it raised $230 million to pursue 
sustainability, clean energy and water-related 
themes. Last year, it continued its upstream 
business as well by committing to AVAD En-
ergy Partners II and Eagle Mountain Energy 
Partners; both deals were done in connection 
with NGP.

NGP has sponsored two SPACs called 
Switchback, with the second one raising $316 
million in January. Both will target energy 
transition opportunities.

No problem, no fad
Fear not, for private equity funds’ interest 

in oil and gas is not gone, even if investing in 
green energy is gathering a big head of steam. 
One does not exclude the other; although 
sources admit that the poor returns oil and gas 
have generated certainly encourage more in-
vestment in emerging alternative ideas. Plenty 
of credible forecasts show global oil demand 
continuing to rise for years to come. Besides, 
every private equity person Investor spoke 
with said oil and gas and alternative energies 
can, and should, coexist.

“We firmly believe that economic fundamen-
tals are driving this; it’s not just a regulatory 
push,” Lime Rock’s McCall said. “Our view 
is that the energy transition will take decades. 
We see the energy transition as a good area to 
invest in, but we also believe fossil fuels will 
be around for a long time. And no, we haven’t 
gone negative on oil and gas.”

The folks at NGP would agree.
“One way to think about it is everyone’s in-

vesting in traditional energy,” said Phil Deutch, 
CEO and managing partner with NGP Energy 
Technology Partners III. “There’s always go-
ing to be new energy technology for oil and 

gas, and there’s energy transition opportuni-
ties. So I don’t see this as an either-or. It comes 
back to an ‘all of the above’ solution for ener-
gy demand.” 

The Silicon Valley alum has invested in 
power plays for years, and he helped advise, 
found or co-found NGP’s first two energy 
technology funds, dated 2005 ($148 million) 
and 2009 ($348 million). While these two 
funds invested in conventional energy busi-
nesses such as frac equipment manufactur-
ing (DynaPump Inc.) or oil and gas software 
(GeoDigital), the areas of focus and majority 
of dollars invested targeted renewable energy, 
energy efficiency, environmental services and 
power electronics. Early investments included 
Renewable Energy Group (biodiesel) and TPI 
Composites (wind blade manufacturer), now 
each $1 billion-plus in revenue and publicly 
traded. NGP ETP III will focus exclusively 
on energy transition themes, Deutch said. Al-
though NGP has stayed under the radar since 
starting to invest in alternative technologies 
15 years ago, it has over an aggregate $500 
million invested.

“We were country before country was cool,” 
Deutch joked.

Among NGP’s green investments is Voltus 
Inc., which advises commercial and industri-
al companies on how to lower energy costs by 
using its cloud-based energy usage tracking 
software. 

“This is an opportunity, not a problem,” for 
traditional oil and gas companies and their pri-
vate equity sponsors, said Justin Stolte, part-
ner with law firm Latham & Watkins. “I don’t 
think this is a fad. I think this is something that 
picks up the pace on a go-forward basis.”

Last summer the firm began a series of web-
casts about the energy transition, and it reor-
ganized its traditional oil and gas, power and 
infrastructure verticals into one group. It has 
been advising SPACs and others that are in-
vesting in green energy.

A Green Sampler

Private Equity Firm Green Investment Comments

ArcLight Clean Transition Corp. Proterra ArcLight SPAC merged with Proterra, an EV bus manufacturer; Daimler Truck, BlackRock and Fidelity 
et al. are co-investors

Carnelian Energy Capital Peridot Acquisition Corp. SPAC IPO to acquire clean tech companies that mitigate or eliminate GHG emissions

Denham Capital Management Greenleaf Power Biomass power and battery storage developer across North America

Ceiba Energy In January 2020, made $250 million initial commitment to Ceiba, which has an LNG-to-power project 
in development in Brazil

EnCap Investments LP Catalyze Develops and operates renewable assets including solar; Yorktown is a co-investor

Broad Reach Power Utility-scale power producer

Triple Oak Power Wind power

NGP Energy Technology Partners III Voltus Inc. Power demand response service and distributed energy for commercial and industrial clients

ChargePoint To acquire EV charging network company valued at $10 billion via its Switchback SPAC

Pearl Energy Investments Spring Valley Acquisition Corp. SPAC IPO in November 2020; to acquire clean tech opportunities

Quantum Energy ConnectGen Solar, wind and energy storage in operation across the U.S.

Trilantic North America Intersect Power Designs, engineers and finances solar and energy storage in Texas, California and other states

White Deer Energy Fund III EV Infrastructure EV charging station engineering and construction for commercial fleets

Source: Oil and Gas Investor
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Most recently it advised Proterra Inc., which 
manufactures electric buses for municipal 
fleets and the related charging systems. In Jan-
uary it went public with a value of $1.6 bil-
lion (including debt) after being acquired by 
ArcLight Clean Transition Corp., a SPAC. 
ArcLight is well known for its upstream and 
midstream portfolio, which it retains, but it is 
branching out.

The added focus
A number of the private equity firms focused 

on oil and gas have expanded into alternative 
forms of energy or renewables.

“They see the energy transition occurring 
and they are positioning themselves to be key 
participants, and so are we,” Stolte said. “An 
increasing amount of what we do is focused on 
renewables.”

That holds true for Quantum Energy Part-
ners as well.

“We are going green,” CEO Wil VanLoh 
said. “We will continue to increase our in-
vestment allocation to the energy transition. 
I’ve looked at the science on both sides, but it 
doesn’t matter—the Western world has made a 
decision about reducing greenhouse-gas emis-
sions. You can either fight it—and lose—or get 
with the program.”

Fortunately, “the program” offers multiple op-
portunities. Going forward, Quantum will target 
investing between 25% and 50% of its next fund 
in energy transition themes, but that still leaves 
a lot of capital to invest in oil and gas.

“The majority of our capital is still going to 
the upstream and midstream sectors, and we 
are still big believers that oil and natural gas 
produced and transported in an ESG-friendly 
way has a vital part to play in the global en-
ergy mix for many decades to come,” VanLoh 
told Investor.

Quantum began investing in renewables 
about 10 years ago, going slowly to build up 
internal expertise. These investments, which 
total more than 8 GW of operating and de-
velopment projects, span the U.S. and several 
countries in Europe with plans for Asia. All of 
these investments have been made from the 
same funds as the upstream, midstream and 
oilfield services (OFS) investments, although 
VanLoh said Quantum may consider creating a 
separate energy transition fund at some point.

“The returns in oil and gas are higher; that’s 
no surprise. But there are so many other factors 
at play,” said Quantum’s Sean O’Donnell, the 
partner who focuses on the firm’s energy tran-
sition efforts, mainly through a platform called 
547. He was previously president and CFO of 
Quantum Utility Generation, a portfolio com-
pany of QEP V that he co-founded.

“We look for the highest risk-adjusted re-
turns we can find,” O’Donnell said. “In renew-
ables, that means you have to accept develop-
ment risk to earn sufficient returns.

“But there are some markets and some tech-
nologies that we will not pursue given the risk. 
The fight for market share in New England is 
fierce because it’s a small market, so there we 

This solar farm 
in California 
was backed by 
Quantum Energy 
Partners.
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compete with battery storage, and we choose 
not to compete in wind and solar. But in Cali-
fornia, we compete much differently given the 
political and regulatory landscape …,” he said.

“Here’s the challenge,” VanLoh added: “Our 
LPs want to do the right thing on ESG and cli-
mate, but at the end of the day, they still have 
pension or endowment obligations that require 
them to generate high rates of return. So we 
are very focused on enabling them to do both.”

Investors say that energy is energy, whatever 
form it comes in.

“We say we’ll follow the economic margin 
in the energy value chain, because much about 
it is changing” O’Donnell said.

Green returns, economics
By going green, oil and gas private equity 

managers have a lot to unpack. They are learn-
ing how to value solar, wind, batteries and other 
investments, whether greenfield projects, relat-
ed equipment, software or services, with differ-
ent metrics than for oil and gas reserves. They 
say they intend to deliver private equity-level re-
turns in the double digits. Although in general, 
full-cycle returns for engineering, construction 
and contracts of a wind or solar project are low-
er than for a greenfield oil and gas project.

 “What you see in the market is there is a 
rate of return [ROR] for taking on develop-
ment risk and a different ROR for investing in 
a project that is already operating,” EnCap’s 
Cumberland explained.

While wind and solar farm projects have 
one set of returns, manufacturing investments 

(e.g., for wind blades, EV charging stations 
or consumer-oriented businesses) deliver dif-
ferent ROR.

As more people dive into the opportuni-
ty pool, the competition has become intense, 
and private equity is trying to avoid a race to 
the bottom. O’Donnell cited that as a reason it 
focuses on larger, more complex projects and 
why it has expanded its portfolio to a number 
of markets outside of the U.S. where support-
ive regulation exists but severe competition 
does not yet.

Long-dated power contracts are valuable. 
However, while oil reserves are a global com-
modity, power is much more localized, with 
the valuation linked to the specific location. 
You can’t transfer a kilowatt from Texas to 
New York, sources say, and market dynamics 
differ in every state.

Irony
The price of crude oil has recovered by about 

30% since last July, making E&P investors 
happy, hopeful and relieved, but ironically, that 
run-up also makes alternative energy sources 
with lower costs more competitive. Costs for 
wind and solar equipment, battery storage and 
other alternative energy sources keep coming 
down. In December Congress extended some 
of the tax credits that underpin the economics.

NGP was looking at the space a long time 
ago, raising its first such fund in 2005 for en-
ergy technology, although it also invested in 
companies that aid in drilling and production 
of oil and gas.

“The LP appetite 
is real, but 
separately EnCap 
saw a big new 
investment 
opportunity,” 
said Shawn 
Cumberland, 
managing partner 
with EnCap 
Energy Transition.

This Broad 
Reach Power 
battery storage 
installation is 
in Texas. The 
company is 
backed by EnCap 
Investments.
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“Ken [Hersh, NGP founder] told me that 
one day energy transition funds could be as 
big as traditional energy funds,” Deutch said. 
“That was an amazing thing to say at the time, 
and that day may be here sooner than many 
people think.”

Meanwhile, Quantum has hit a home run 
with its recent involvement with ChargePoint 
Inc., formed in 2007, in what VanLoh calls 
a “ten-bagger.” Switchback Energy Acqui-
sition Corp. announced it will merge with 
ChargePoint, thus valuing the EV charging 
company at more than $10 billion. The pub-
lic deal was to close in February. It provides 
charging equipment, services and software 
to the majority of the Fortune 50 companies 
that use EVs and boasts a North American 
market share in excess of 70%. Interestingly, 
NGP sponsored the SPAC, Switchback, that 
merged with ChargePoint. Lately, several pri-
vate equity firms have partnered to close their 
energy transition deals.

VanLoh said energy companies should fig-
ure out how to work with governments and 
nongovernmental organizations during the 
transition. Many people who oppose fossil fu-
els understand that the so-called energy tran-
sition is going to take 25 or 30 years and that 
during that time, oil and gas will continue to be 
important, with the demand for hydrocarbons 
still growing to meet energy needs.

Infrastructure capital required for power 
generation, transmission lines, batteries and 
EV charging stations will be massive, VanLoh 
said. A lot of new businesses that we are not 
even thinking about today will need to be cre-
ated as the energy transition megatrend gains 
momentum.

A dual approach
GEC, formerly known as Global Energy 

Capital LP, has invested in Stage Completions, 
Flowco Production Solutions and other OFS or 
technology companies, but it has also invested 
in wind and solar over the last nine years.

“Two of our current three portfolio compa-
nies are in these areas, and the third decarbon-
izes the traditional energy space,” said Patrick 
Yip, GEC managing director.

Before founding GEC in 2008, managing 
partner Jonathan Fairbanks was a founder of 
the first offshore wind installation company in 
the North Sea. More recently, GEC co-invest-
ed growth capital in Cumulus Digital Systems 
with Shell, from which Cumulus was spun out. 
Cumulus is a software-as-a-service company 
that provides mission-critical safety and envi-
ronmental assurance for traditional and renew-
able energy assets, including wind and solar.

“All facets of the energy complex need better 
software to achieve their goals for heightened 
safety, greater efficiencies and enhanced prof-
itability,” Yip said. “We believe that clean en-
ergy technology investing can provide signifi-
cant societal benefits by moving the industry 
toward the energy transition as well as create 
material economic incentives.”

Yip said that although traditional energy 
is still expected to generate 50% to 70% of 

global energy resources over the next several 
decades, investors such as GEC can make a 
significant impact on the energy transition by 
seeking solutions in both traditional and re-
newable energy technologies.

“For traditional energy, we seek out compa-
nies that decarbonize, reduce GHG emissions 
and improve cost efficiencies, which are often 
carried out through digitalization, automation 
and remote operations; for renewable energy, 
we seek out technologies that enable more 
efficient energy production including wind, 
solar, water, etc.,” he said. “We believe that 
applying this dual traditional/renewable ener-
gy focus across all stages of energy sourcing, 
production and distribution presents opportu-
nities to facilitate and accelerate the energy 
transition globally.”

Lime Rock’s McCall said that while the 
opportunities are huge and long-lasting, the 
challenges are too. The alternative energy 
world is relatively new and evolving rapidly. 
It’s been easy to identify good E&P teams 
with track records, but less so to find teams in 
the emerging green world.

“The fact is, within the energy space we are 
casting a fairly broad net, whereas the oil and 
gas industry is mature and has hundreds of 
qualified teams,” he said.

Investing is always a jigsaw puzzle between 
opportunity, risk, markets and public senti-
ment. Right now, green investing attracts a 
lot of attention, but where it is going to go, 
and how much banks and private equity firms 
want to participate, is evolving rapidly.

“Many investors tell us that energy is en-
ergy, as long as it is produced responsibly,” 
Quantum’s O’Donnell said. “We generally 
agree that we will require oil, gas and renew-
ables for a long time. We are simply look-
ing for the best margin in the different value 
chains while we are on this journey.”

More and more private equity firms are on 
the journey, which will be long, innovative 
and no doubt profitable. M

“We see the 
energy transition 
as a good area 
to invest in, but 
we also believe 
fossil fuels will 
be around for a 
long time,” said 
Lime Rock New 
Energy LP’s Mark 
McCall.

In January 
Proterra Inc., 
a maker of 
EV buses and 
charging systems, 
went public 
when ArcLight 
Energy Transition 
Corp. acquired it. 
Other investors 
included 
NGP, Fidelity, 
BlackRock and 
Daimler Truck.
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COLORADO’S D-J 
BASIN SETTLES IN
Following a flurry of big-name consolidation and a prolonged period of 
regulatory revision, operators are adapting to the new norm. But while 
production is expected to remain steady, rigs are rare.



After a flurry of consolidations large and 
small, the main Colorado portion of 
the Denver-Julesburg (D-J) Basin is 

broadly expected to have a quieter recov-
ery year in 2021. It could almost be said 
that the recent consolidations in the play 
started at the top of the league table and 
is working its way down.

The largest operator, Anadarko Petro-
leum Corp., was acquired by Occidental 
Petroleum Corp. in August 2019. In 
October 2020, just 14 months later, the 
second largest operator, Noble Energy 
Inc., was acquired by Chevron Corp. 
Other deals of various types have trans-
pired as well.

The D-J Basin mostly produces from 
the Niobrara Shale but has been in con-
ventional production for many decades. 
It also extends into Wyoming but is dis-
tinct from other plays in that state, nota-
bly the Powder River Basin. In contrast 
to the action in Colorado, the Wyoming 
section of the D-J remains primarily the 
province of smaller independents.

Back in the Centennial State, the larg-
er operators have indicated that 
the outlook for their D-J/Niobr-

ara operations is steady on for this year. There 
were extensive curtailments last year, and 
most seem content to let it ride.

In its fourth-quarter 2020 earnings call 
Jan. 22, Chevron’s production outlook 
included “full-year Noble production of 
about 250 Mboe/d.” In addition to the 
D-J, Noble had extensive operations in the 
Permian Basin. 

“We are stronger with Noble,” said Mike 
Wirth, chairman and CEO of Chevron. “It 
adds to our geographic diversity and plays 
to our strengths.”

At year-end 2019, Noble reported D-J 
production of 153 Mboe/d on 336,000 net 
acres with proven reserves of 666 MMboe.

Analysts noted that the Noble acqui-
sition happened near the bottom of the 
current commodity cycle and inquired if 
there was still a buyer’s market. 

Wirth responded, “We may have passed 
the bottom, and I hope we have. There 
are some [operators] who still have sig-
nificant debt, so there may be more sell-
ers than buyers. That said, we don’t have 
to do anything. We made a very good 

deal, and we have plenty of work for 
many years.”



54 Oil and Gas Investor • March 2021

In November, Bonanza Creek Energy Inc., 
based in Denver, struck a deal to acquire High-
Point Resources Corp. for $3.8 billion. The 
combined company will have 50,000 boe/d 
(53% oil) from a consolidated, contiguous 
leasehold of about 206,000 net acres in the ru-
ral D-J Basin. 

In announcing the transaction, Bonanza stat-
ed, “The combination is expected to create the 
leading unconventional oil producer in rural 
Weld County and to significantly increase free 
cash flow and economic resilience.”

Occidental declined to comment on its plans.

Rigs down, regulation settling
Overall, producers have fewer than 10 rigs 

running in Colorado as of January 2021, ac-
cording to the Colorado Oil & Gas Association 
(COGA), which is down from 20 to 30 over 
the previous year or so. Of those currently run-
ning, most are in oil with one or two in dry gas.

“Ahead of the leasing ban [on federal land], 
it looked to be a recovery year for oil and gas 
in the state,” said Dan Haley, COGA president 
and CEO. “There could be small upticks on 
private lands, but it’s too soon to tell. Some op-
erators have an inventory of permits, and that 
work will be tied to the economic recovery, 
which will depend on getting the [COVID-19] 
virus under control. If business can get back to 
work, and people can get back to traveling, that 
is good for Colorado and good for the U.S.”

Any increase in production is likely to in-
clude bringing some drilled but uncompleted 
(DUC) wells to beneficial operation, but Ha-

ley does not anticipate DUC hunting to exceed 
levels seen in 2019.

As liftings rise, there will be plenty of mid-
stream capacity to get those molecules to 
market. 

“Takeaway constraints have been pretty 
much eliminated,” Haley said. “Midstream op-
erators and producers have worked hard to get 
into alignment.”

Early in January, Noble Midstream Partners 
LP, a master limited partnership, struck a deal 
with a subsidiary of Chevron to handle sub-
stantially all crude gathering and intermediate 
oil transportation from the Wells Ranch devel-
opment area to Platteville, Colo., for long-haul 
transportation out of the D-J Basin. To support 
that, Noble Midstream leased capacity on En-
ergy Transfer LP’s Wattenberg Oil Trunkline.

The other hurdle for producers has been reg-
ulatory, but there, too, the toughest part may 
be over. 

“We have finished the most comprehensive 
part of the ‘mission change’ rulemaking for the 
Oil & Gas Conservation Commission, required 
by SB-181, which passed in 2019,” Haley said. 
“That included the 2,000-foot siting require-
ment. There is still more rulemaking ahead of 
us, including permit fees and worker certifica-
tion, but we are hopeful that we can start to see 
some regulatory certainty and stability. There 
has been a lot of change, and now we need to 
see the new system in action.”

Association leaders say they are proud of the 
work that member companies have done to im-
prove air quality.

Enverus data 
analyst Steve 
Diederichs said 
that while $50 
oil justifies 
economic 
development in 
the D-J Basin, 
producers now 
prioritize cash 
returns over 
growth, “so even 
if oil prices stay 
where they are 
or climb, there 
may not be a 
great deal of new 
drilling.”
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“As an industry we are ready to tackle this is-
sue. We have seen that even as production has 
gone up, emissions can go down. Some of the 
larger operators are bringing in technologies 
that have been successful in other basins, but the 
smaller operators are doing well on their own, 
including things like tankless production. We 
have been diligent in sharing best practices.”

Flaring in particular, a “black eye” for the 
industry, as Scott D. Sheffield, president and 
CEO of Pioneer Natural Resources Co. has re-
peatedly stated, is “practically nonexistent in 
Colorado,” Haley said. “That was even before 
new rules that limited venting and flaring. 

“Our companies have learned to operate 
under changing circumstances. When times 
are slow there is more opportunity to make 
improvements; when times are busy, there is 
more money to make improvements.”

Broadly, COGA members are equally eager 
for an increase in demand and production, and 
a decrease in regulatory change—not regula-
tion per se but upheaval. 

“In 2019 the governor changed the mission 
of the regulators by signing SB-181 into law,” 
Haley said. “A lot of those pieces have been 
falling into place. Now we need to see the ma-
chine work.”

As Scott Presidge, director of public affairs, 
put it, “The train is on the tracks, and we know 
where it’s going. It’s time to see it move.”

Production holding steady
For full-year 2020, the D-J Basin averaged 

about 475,000 bbl/d of oil with the rate at the 
end of 2020 closer to 415,000 bbl/d, said Steve 
Diederichs, vice president of intelligence with 
data analytics company Enverus (formerly 
Drillinginfo).

“There were a total of 545 horizontal wells 
turned to production last year, and our current 
forecast has the basin’s oil rate declining by 
roughly 6% throughout this year,” he said. “So 
despite the price stabilization, we would view 
2021 as more of a holding pattern than a re-
covery year.”

With regard to DUC wells, Diederichs add-
ed, “We estimate there are slightly more than 
1,000 in the play today and expect a good por-
tion of the wells brought online this year to 
be drawn from this stockpile. We have heard 
a couple of public operators state that the vast 
majority of their completions will focus on 
DUCs rather than new drills.”

Looking at well designs and performance in 
the play, Enverus data indicate lateral lengths 
from 2019 to 2020 increased by 7% from 8,400 
ft to 9,000 ft, and EUR increased slightly more 
than 10% from 510,000 boe to 565,000 boe. 
In contrast, there was minimal change on the 
completion side of the job, with the average 
design holding flat year over year at 1,100 lb/ft 
of proppant and 29 bbl/ft fluid intensity.

“Relative to other U.S. unconventional plays, 
the D-J Basin is fairly consolidated after merg-
ers between PDC Energy Inc. and SRC Energy 
Inc., as well as separately, Bonanza Creek and 
HighPoint (pending closing),” said Andrew 
Dittmar, senior M&A analyst with Enverus.

“Extraction Oil & Gas just completed their 
Chapter 11 restructuring and could play a role 
in further consolidation, but there isn’t an obvi-
ous deal on the table for them,” Dittmar added.

Otherwise, deals in the play could take the 
form of one of the larger companies selling 
down their position in the basin to focus on 
core areas elsewhere in their portfolios. 

“With commodity prices higher, acquiring 
assets using a combination of debt and equity 
financing is likely more achievable than it was 
last year for either a private or public buyer,” 
Dittmar explained. “Overall, though, given its 
current positioning, M&A activity in the D-J 
is likely to be slower than in some of the more 
fragmented unconventional plays.”

Diederichs expects things to cool on the po-
litical side in Colorado.

“The Oil & Gas Conservation Commission 
wants to give operators a chance to work under 
the new rules, and operators need to determine 
exactly how the new permit process will work,” 
he said. “Everyone wants to see how things go 
long term, so we expect some status quo under 
the new rules.”

He noted that for all the anxiety over some 
of the new rules, they are not as draconian as 
some of what was proposed.

“Look at the soft setbacks for example. There 
are exception off-ramps,” Diederichs said. “That 
is very different from what was in Proposition 
112 several years ago. That would have im-
posed shutting operations within the setback.”

There are also significant differences be-
tween operations in Colorado and in other ba-
sins, Diederichs said.

“The challenges are different than in the 
Permian or even the Bakken,” he said. “Col-
orado has more density of development and 
population than West Texas or North Dakota. 
Also, industry is less embedded in the state 
economy. The industry in Colorado does a bet-
ter job of some things, flaring for example, but 
in terms of overall emissions, the matter is not 
quite so distinct.”

Current prices sustainable
The current level of oil prices, $55/bbl for 

Brent and low $50s for WTI, “can sustain the 
companies in the Niobrara and D-J Basin,” 
Diederichs said. “At that price deck, there is a 
fairly favorable rate of return and no ongoing 
risk of bankruptcy.”

He elaborated, “Last year’s downturn has 
shifted the focus of many producers from 
growth to generating free cash flow. So even 
if oil prices stay where they are or climb, there 
may not be a great deal of new drilling. I think 
there has been a systematic change in the way 
investors and operators view returns.”

What counts as profitable will also partly 
determine how much consolidation there is in 
the play. 

“There are a handful of small private com-
panies in the basin,” Diederichs said. “But the 
play is not really as fragmented as they are the 
Permian or the Bakken.”

COGA CEO Dan 
Haley said that 
while more 
rulemaking 
remains for 
producers, from 
here forward 
they can expect 
some regulatory 
certainty and 
stability. “There 
has been a lot of 
change, and now 
we need to see 
the new system 
in action,” he 
said.
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The cooling regulatory environment is  
a mitigating factor for M&A, Diederichs add-
ed. 

“The wrench in the works was the setback 
and other new rules,” he said. “Colorado had 
that looming political change hanging.

“That said, the Chevron [acquisition of No-
ble] and the Oxy [purchase of Anadarko] deals 
went through. But those were corporate deals 
in which Colorado production was just a part. 
For most operators in the basin, I think they 
will want to see the water clear a bit, especial-
ly to determine how much drilling inventory 
they have under the new setback rules.”

Andrew Finley, principal with Goolsby, 
Finley & Associates and Encompass Ener-
gy Consulting in Casper, Wyo., anticipates 
“more of a holding pattern with only modest 
drilling due to regulatory environment and 
the current state of the industry.”

“Consolidation is down, but opportunities 
still exist for entry to the play or further con-
solidation,” he added. DUCs “will certainly 
have a larger focus because the drilling dol-
lars have already been put into the ground. 

“I think drilling programs will remain mod-
est in 2021. DUCs are controlled by frac crew 
availability. We may see long lead times for 
fracking by the end of the year as we have 
seen in the past.”

Most broadly, Finley said development is 
controlled by downside price exposure in this 
environment. 

“We seem to have a floor at $45 to $50 per 
barrel at present,” he said. “At current prices, 
we will see an uptick in completions through-
out the year because we have not been replac-
ing reserves, and decline will continue to lim-
it cash flow and potentially damage perceived 
value of properties.”

Citing data from the Colorado Oil & Gas 
Information System, Finley noted 138 wells 
drilled through October 2020 producing 125 
MMbbl of oil and 840 Bcf of gas. Projections 
for the full year were 145 MMbbl of oil and an 
even 1 Tcf of gas.

“As with any evaluation of this type, these 
numbers will be different depending on who 
calculates the numbers and what assumptions 
are made to ‘clean’ the data to get something 
useful,” Finley explained. “Wells drilled in 
2021 are expected to increase only slightly 
based on current conditions.”

Finlay elaborated that data suggest the IPs and 
EURs are relatively flat versus 2018 and 2019. 

“This is somewhat misleading because a 
larger percentage of these wells are pad wells 
with offsets versus previous years,” he said. 
“Also, these data may reflect choked-back pro-
duction. On the whole, I estimate these data are 
indicating 10% to 15% increase in completion 
efficiency. We are starting to see 3-mile later-
als, also hybrid fracs using 150,000 to 450,000 
barrels total fluid, including 5 million to 10 
million pounds of sand in 50 to 60 stages.”

In March 2020 ConocoPhillips sold its Nio-
brara assets in the southern D-J Basin to an un-
disclosed buyer, widely believed to have been 
Crestone Peak Resources. The $380 million 

deal concerned 98,000 net acres in northeast-
ern Colorado producing about 11,000 boe/d in 
2019. Crestone was formed in 2016 with back-
ing from The Canada Pension Plan Investment 
Board and The Broe Group. Crestone’s exist-
ing acreage is in the Greater Wattenberg Field 
of the D-J Basin.

Slightly northwest of the D-J Basin, Sand-
Ridge Energy Inc. sold its assets in the North 
Park Basin to Denver-based Gondola Resourc-
es LLC in the middle of December 2020 for 
$47 million in cash.

Wyoming D-J more quiet
The regulatory environment in Wyoming 

has been stable, which has allowed producers 
to make steady plans. The Wyoming Oil & 
Gas Conservation Commission requires 500-
ft setbacks, a rule that appears to be working 
for all stakeholders. That said, at least one op-
erator, Samson Energy Co. LLC, has an inter-
nal goal to achieve at least 1,000 ft of setback 
for all new wells.

Although Samson had planned to drill about 
20 wells in 2020, it did not drill any operated 
wells because of the collapse in oil prices.

“We are contemplating drilling 15 to 30 
wells this year,” said Keith St. Gemme, senior 
vice president of operations with Samson, 
“but would like to see oil prices firm a little 
bit first. We have been producing 2,000 to 
3,000 barrels of oil per day for the last couple 
of years and expect that to continue in 2021.”

The D-J Basin in Wyoming is different 
from the D-J in Colorado, notably because 
both drilling and completion costs are very 
low at about $4 million per well. As a result, 
there are fewer than 20 DUCs in the entire 
Wyoming D-J. Also, the majority of the oper-
ating companies are privately owned. 

“There are currently 18 operators in the 
Wyoming D-J Basin with Codell permits,” St. 
Gemme said. “In our opinion, this needs to be 
consolidated down to two or three operators.”

The Wyoming D-J sees 400 to 1,000 Mboe 
EUR (90% oil) for a 2-mile lateral. Wells have 
IPs of 750 to 1,200 boe/d. Operators have 
progressed toward 2.5- and 3-mile laterals 
and are seeing proportionate EUR increases.

Completions vary by operator. Samson 
Energy favors slickwater jobs with complex 
diversion schemes around 1,000 lb of prop-
pant per foot of lateral. Sustained oil prices 
of more than $50/bbl could increase the rig 
count in the Wyoming D-J to two or as many 
as five.

One similarity with the Colorado D-J is that 
there have been quite a few midstream proj-
ects expanding the Wyoming D-J infrastruc-
ture over the last few years. There are quite 
a few options for gas and oil gathering, pro-
cessing and transportation. Because of that, it 
is expected that there will only be a little ex-
pansion of existing systems but no significant 
new projects in the immediate future.

“I like our position,” St. Gemme said. “We 
don’t chase individual well statistics or try to 
play to maximum initial production. We’ve 
drilled several good wells and focus on re-

“At current 
prices, we will 
see an uptick 
in completions 
throughout the 
year because we 
have not been 
replacing reserves, 
and decline 
will continue to 
limit cash flow 
and potentially 
damage perceived 
value of 
properties,” said 
Andrew Finley, 
principal with 
Goolsby, Finley 
& Associates and 
Encompass Energy 
Consulting. 
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turn. As a result, we have seen fairly consis-
tent results across our field.”

He also noted a small irony in statistics: 
when the performance of wells, fields and 
even companies are compared, the numbers 
are usually normalized to thousands of bar-
rels of oil equivalent. 

“We are already in the oily window, so when 
people talk in terms of Mboe things can get 
somewhat confusing,” he said.

Anticipating consolidation
A bit of the history of Samson Energy is in 

order. Samson Resource Co. was founded in 
1971 by Charles Schusterman of Tulsa, Okla. 
He was eventually succeeded by his daugh-
ter, Stacy Schusterman. In 1986 the business 
was incorporated as Samson Investment Co. It 
grew to be the largest privately held oil and gas 
company in the U.S., and in 2011 about 80% 
of its assets were sold to an investment consor-
tium lead by KKR. That business is known as 
Samson Resources LLC.

Samson Energy has had operations in sever-
al plays. In 2018 it sold the majority of assets 
and is focused on the Wyoming D-J.

“The intention is to sell it or drill it out,” St. 
Gemme said. “And with the way the equity 
markets are looking, we expect we will just 
drill it out.”

The rest of the Wyoming D-J is also small 
companies, and St. Gemme expects that a 
larger company, public or private, will con-
solidate the play, possibly down to two or 
three operators.

“This is the Wattenberg of Wyoming,” he 
said. “We’ve got a great acreage position 
that is more oily and more accessible than 

some of the positions in Colorado. There are 
some public companies that are active there, 
but they seem to be more grassroots. Still, it 
would make sense for one or another of the 
operators in the gassier window to move up.”

Detailing that accessibility, St. Gemme 
added, “When all those gas plants were be-
ing built in Colorado, those gathering systems 
were extended into Wyoming, so we have 
multiple options. Similarly, for oil, there were 
several pipelines run down from the Powder 
River Basin that go past us, so there is plen-
ty of gathering, processing and transportation 
for oil, gas and liquids.”

Water is not as much of an issue in the play 
as it is in others, notably the Permian Basin. 

“We had an operation in the Delaware Ba-
sin, and those fracs were just enormous,” St. 
Gemme said. “Our frac jobs here are about a 
one-fourth that size. We have no problem get-
ting water. We tend to make deals with own-
ers to buy and accumulate water until we need 
it. That helps us and them to plan the best use 
of that resource.”

Samson Energy does not currently recycle 
produced water, mostly because there is not 
the scale at present to make it practical. 

“We would consider it if needed,” St. 
Gemme said. The same goes for disposal. 
“It’s not as much an issue as in Colorado, at 
least not yet,” he added. 

That sense of balance and collaboration ex-
tends to the rest of Samson Energy’s opera-
tions. 

“We engage with the city, county and state,” 
St. Gemme said. “Ask around Cheyenne; en-
gagement with the community is our formula 
for success.” M

Unlike in 
Colorado, the 
Wyoming D-J is 
dominated by 
a host of small 
operators. Keith 
St. Gemme, 
senior vice 
president of 
operations with 
Samson Energy, 
said, “In our 
opinion, this 
needs to be 
consolidated 
down to two or 
three operators.”
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THE GREAT SPAC 
COMEBACK
SPACs have taken Wall Street by storm, raising billions for as-yet unidentified 
acquisition targets—but will they return to save the oil and gas space?

The special purpose acquisition compa-
nies, or SPACs, have always felt a little 
slippery and dangerous, like mercury 

bubbling out of a broken thermometer. Yet all 
of the market saw their undeniable power in 
2020. A mudslide of money—more than $80 
billion—was bankrolled for noninvestments. At 
their heart, SPACs are sleight of hand financial 
vehicles that, at the end of the trick, allow a 
private company to emerge from nowhere and 
take a bow through a backdoor IPO.

Investors filled up the coffers of shell com-
panies at a record pace last year. After a pub-
lic offering, SPAC shell companies go off in 
search of something to buy. The oil and gas 
sector saw that fad beginning, in earnest, in 
2016. Billions powered SPACs to make what 
were, in retrospect, several foolhardy or over-
confident investments in shale hinterlands.

The question now is whether SPACs, which 
have become vehicles for respected CEOs and 
celebrities alike, might return to the oil and gas 
arena, where an acute need for capital could 
help further consolidate shale resources.

Even in a down commodity market, ener-
gy-based SPACs have a lot of potential, ac-
cording to Keith Behrens, managing director 
and group head with Stephens Inc.’s Energy 
Investment Banking Group. Behrens said Ste-
phens is working with a group that will poten-
tially launch an oil and gas SPAC this year.

SPACs, he said, are low-risk for investors by 
nature, with the capital raise placed into a trust 
with the option for investors to reclaim their 
money if an acquisition doesn’t get approved.

“I think hedge funds like this vehicle be-
cause it’s almost like a free option for them to 
invest capital,” Behrens said. “If you don’t like 
an acquisition … you can get your money back 
and make a return on your money by selling 
the warrant received as part of the investment.”

As with any similar investments, there are 
potential performance risks such as drops 
in commodity prices and unforeseen events. 
Management teams and sponsors bear the most 
exposure. They typically put up 2.5% to 3.5% 
of the amount raised in the SPAC IPO as spon-
sor capital into the SPAC. If the SPAC doesn’t 
work out, that capital can be lost entirely. The 

upside for the team and sponsors is a roughly 
20% stake in the post-merger company.

A couple of recent upstream SPAC offer-
ings, including Breeze Holdings Acquisition 
Corp. and East Resources Acquisition, sug-
gest there is interest beginning to develop in 
the vehicles in the oil and gas world, Behrens 
said. Contrarians also see the current industry 
struggles as a good time to invest in distressed 
oil and gas.

“There is probably an appetite for more cap-
ital to come to the traditional oil and gas space. 
We’re involved in one,” he said, adding that he 
couldn’t share any details at this time.

Stephen M. Trauber, vice chairman and glob-
al head of energy with Citi, worked on many of 
the largest upstream SPAC transactions of the 
past decade, including ones that have perse-
vered through choppy downcycles and others 
that were ultimately broken by market forces. 
Citi will chaperone between 60 and 80 new 
SPACs in the first quarter of 2021, though an 
oil and gas investment is likely to wait.

“You can see this has become mainstream,” 
Trauber said. “Everybody’s doing it. This is 
just another way for companies to go public.”

What separates SPACs from traditional IPOs 
is who takes a front seat in writing the narra-
tive of the company.

“What makes it unique as opposed to just go-
ing public is that it allows companies to be able 
to use their own projections,” he said. SPACs 
give companies the ability to “use their own pro-
jections and not rely on analysts on the Street.”

The current crop of SPACs is spread across 
all sectors, including clean energy, mobility, 
decarbonization, retail, technology and health-
care. The oil and gas sector remains a fragile 
area for investors seeking money for SPACs or 
conventional IPOs.

“Whether it be an IPO or a SPAC, which 
again is just another form of going public, do 
you have to have an investment community 
willing to invest in companies that are going 
public and within energy today? It’s very chal-
lenged,” he said.

Trauber has explored the idea with some 
potential upstream oil and gas teams. Overall, 
Citi has been slow to act.
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SPECIAL PURPOSE ACQUISITION COMPANIES

Stephen M. 
Trauber, vice 
chairman and 
global head of 
energy with 
Citi, said SPACs 
offer benefits 
to investors 
unavailable 
through an IPO.
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“As you can imagine, if this is just another 
form of going public, we don’t really have an 
ideal market out there right now,” he said.

However, Trauber said he expects to see a 
couple of companies enter the public space this 
year, “whether it be through a SPAC or through 
an IPO this year ... knock on wood.”

He continued, “We have that opportunity 
because we haven’t seen an IPO in the sector 
in a while except for one or two in the miner-
al space about a year ago. But until we have 
an IPO market and an investment communi-
ty willing to invest in energy, it’s going to be 
tough to do SPACs in the energy sector.”

Up, up, upstream
Upstream E&P SPACs began their ascent in 

2016 as well-known CEOs signed on to shep-
herd the selection of acquisition targets by 
blank check companies. Oil and gas industry 
leaders including Mark Papa, Jim Hackett and 
Steve Chazen headed companies.

“The investment community already had a 
great affinity for” those leaders, Trauber said. 
“They had made money for the investment 
community before, and they really wanted to 
back those individuals.”

Some fared better than others. Papa’s Cen-
tennial Resources Development Inc. has man-
aged to sustain itself in the Delaware while 
Hackett’s Alta Mesa Resources ended, igno-
bly, in bankruptcy and liquidation.

“So the early ones, namely Centennial for 
instance, which was Riverstone’s first [SPAC] 
deal, were very successful,” Trauber said.

The first several upstream SPACs found suc-
cess at a time in the energy sector in which the 
market was gently gliding higher and investors 
were still enticed by the sector, Trauber said. 
Growth was still being rewarded and the Perm-
ian Basin’s deals, particularly in the Delaware 
Basin, were on fire.

“If you wind back the clock a few years, there 
were all these positive factors,” Trauber said.

But as time marched on, the investment com-
munity and the energy sector hit rough patches, 
from small and large independents to the major 
oil companies. SPACs were just another casu-
alty. “You look at all the energy companies that 
have fallen on hard times because of commod-
ity prices and high costs, low returns,” he said.

One of the lasting imprints made by up-
stream SPACs has been the messy journey 
of Alta Mesa Resources, which attempted to 
unite an upstream E&P, a midstream company 
and a SPAC vehicle led by Hackett called Sil-
ver Run Acquisition Corp. II. The deal to unite 
the Stack play E&P and midstream companies 
cost more than $1 billion. By the end of its run, 
the company was a penny stock on the Nasdaq. 
Alta Mesa suffered from a precipitous fall in 
commodity prices and from choosing assets in 
what had been a premium market in the core 
Anadarko Basin.

“Right before that deal got done, it was a hot 
basin,” Trauber said. “Everybody was looking 
to try to make acquisitions in that basin.”

Hampered by rock quality, assumptions 
about well spacing and operational issues, 
the company sought protection in Chapter 11 
bankruptcy after commodities tanked.

“It had very little to do with the SPAC struc-
ture and everything to do with the fact that 
energy was coming apart at the seams at the 
time,” Trauber said. “It was just bad timing at 
the end of the day.”

Energy IPOs faltered as investors came to 
see little need for more public Permian Basin 
and Bakken Shale companies. The industry’s 
shortcomings became clearer as well.

“The market was starting to come to the re-
alization that a lot of these companies weren't 
generating cash flow [and] weren’t generating 
returns,” he said. “So the IPOs became more 
and more challenging over time.”

Let there be SPACs
A potential SPAC comeback in 2021 in the 

oil and gas industry remains feasible. Analysts 
and bankers see them as natural acquirers for 
distressed assets. And beyond is still murky, 
although some see the investment vehicles as 
natural acquirers in the oil and gas industry.

E&P companies have struggled to find cap-
ital for acquisitions, and SPACs could again 
return to the sector as the need for additional 
consolidation shapes the oil patch.

In January, Enverus said private equity cap-
ital is already looking to take advantage of 
opportunities created by the oil and gas down-
turn. Other potential buyers include energy-fo-
cused SPACs.

Broadly, energy SPACs are hot, cutting 
across renewable energy and oil and gas, Op-

Andrew Dittmar, 
Enverus M&A 
analyst, said, 
“There’s going 
to be a lot of 
acquisition 
opportunities 
in the industry 
over the next 
couple of years,” 
noting that public 
companies will 
look to shed 
assets and private 
equity-backed 
teams are still 
looking for an 
exit.

BANK BENEFITS
SPACs are hugely popular among investors, particularly among banks that 

have earned a bundle as underwriters.
In 2020 banks made billions of dollars from SPAC offerings, even amid 

an ongoing pandemic. As underwriters, banks receive a spread between the 
dollar amount they pay companies for their securities and the amount the under-
writers receive from selling at the time of the public offering. In third-quarter 
2020, for instance, Citigroup reported that its equity underwriting revenues, 
which includes IPOs and SPACs, grew by $484 million compared to the previous 
year—a 96% increase.

In a SPAC, “we get some of the spread upfront,” said Stephen M. Trauber, 
vice chairman and global head of energy with Citi. “We don’t get the full spread. 
We get part of the spread after the acquisition and it gets de-SPACed.”

More and more companies are also turning to a private investment in public 
equity (PIPE) for additional financing.

The private placement of securities adds validation both to existing share-
holders and those who invested in the PIPE and can bring in others, including 
big name investors such as Fidelity Investments.

“It’s basically them saying, ‘I liked the acquisition, and I liked the price at 
which you’re buying it,’” Trauber said. “It helps generate enthusiasm for that. 
So the PIPE is profitable.”

The de-SPAC, which undoes the SPAC shell company, also generates fees 
through an M&A transaction. A new, public company emerges after the shell 
company combines with the private company.

The banks also help build a new client to lend money and help make acqui-
sitions.

“If you’re an early stage, you’re in a much better position long term with that 
client to be able to generate fees like you would with any client,” Trauber said.



March 2021 • HartEnergy.com 61

portune said. The two most recent oil and gas 
SPACs are connected to both energy veterans 
and deep pockets.

In August 2020, Terrence M. Pegula, bil-
lionaire NFL and NHL team owner, raised 
$300 million in gross proceeds to acquire 
distressed oil and gas assets across the indus-
try, according to federal regulatory filings. 
Pegula will serve as East Resources Acquisi-
tion’s chairman, CEO and president. Before 
his sports investments, Pegula cashed out his 
East Resources E&P north of $6 billion to 
Royal Dutch Shell in 2010 and American En-
ergy Partners in 2014.

Without an acquisition, East Resources said it 
wasn’t the right time to comment on its SPAC.

J. Douglas Ramsey, who served as the pres-
ident and CFO of Saddle Operating LLC, is 
also targeting the oil and gas industry, through 
Breeze Holdings Acquisition. The company 
raised $100 million in November. The compa-
ny didn’t respond to a request for comment.

Andrew Dittmar, Enverus M&A analyst, 
said the window in which SPACs flourished in 
2016 and 2017 was, in hindsight, a strong time 
in the energy industry. Few traditional IPOs 
were launched, and few private companies 
could build a private company from an asset 
base to IPO launch.

“While you couldn’t do that, you could do 
this backward system where you give them 
the cash first and then went out and found an 
asset and then bought it,” Dittmar said. “It 
provided a way for common investors, people 
on Wall Street … to participate—what essen-
tially is the private equity business model in 
the industry.”

Dittmar said the model is similar to a private 
equity firm such as KKR or Blackstone giving 
an executive team a commitment to back a po-
tential acquisition.

“That’s how the SPACs run that commit-
ment. They raise the cash, they still have to 
find an asset, [and] you have the option to up-
date or opt out,” he said. “Then they sort of 
are off and running from there. It was another 
way to tap capital for these teams.”

Private equity companies are also continuing 
to look for exits that SPACs could provide.

Those exits have been challenging. Dia-
mondback Energy Inc.’s agreement to buy 
Guidon Operating LLC, backed by Black-
stone, was one of the first exits Dittmar has 
seen in a long time. Dittmar said SPACs will 
return, to a degree. “There’s going to be a lot 
of acquisition opportunities in the industry 
over the next couple of years,” he said, noting 
that public companies will look to shed as-
sets and private equity-backed teams are still 
looking for an exit.

Dittmar expects assets to be offered at 
modest valuations, with companies acquir-
ing cashflow generating assets while paying 
little for upside. Public companies have pri-
oritized saving cash, and with many of them 
with years of running room they already need 
to tackle, it’s less likely they will make big 
bids on assets. Private equity is also under 
pressure due to the number of their outstand-

ing commitments as well as potential investor 
pressure to unwind investments.

“Someone’s going to take advantage of those 
opportunities,” he said. “We’re not going to let 
great investment opportunities go to waste. 
The capital to pick up these things is going to 
come from somewhere. And I think of it as part 
of it will come from the SPAC side.”

Some assets are particularly appealing, he said.
“It's a very attractive time to invest and then 

[acquire] distressed companies that lack ac-
cess to capital,” Behrens said. “There are pri-
vate equity-backed companies that are long 
in the tooth, and there hasn’t been an active 
A&D market to get those companies sold at 
compelling valuations.”

There are also many oil and gas companies 
with significant debt, and traditional IPOs 
have not been an option.

“Those are just natural targets,” he said. 
“So, yeah, it’s a great time to have a pool of 
capital and a public vehicle and be looking 
for opportunities.”

Undeniably, past upstream SPACs had their 
share of problems, including Alta Mesa. Beh-
rens said that doesn’t discount the validity or 
usefulness of the SPAC model. Some of those 
companies were pounded, like the rest of the 
industry, by a sinkhole in the commodities 
market. In other cases, a play’s geology didn’t 
live up to its billing.

But Behrens said SPACs in other sectors 
have performed extremely well. “I think it’s 
kind of enamored investors to invest in these 
vehicles,” he said.

Renewed interest in SPACs may also be a 
sign of disquiet in the markets.

FOOLPROOF SPAC
TPG Pace Energy Holdings Corp. followed the pattern of its pre-

decessors—chiefly by creating a SPAC that traded on the repu-
tation of Steve Chazen, the former CEO of Occidental Petroleum 

Corp.
Backed by TPG, the shell company raised $650 million in May 2017 

to form Magnolia Oil & Gas Corp. In a $2.6 billion partnership with 
EnerVest Ltd., Chazen targeted Eagle Ford and Giddings Field/Austin 
Chalk assets in South Texas to create the company. Chazen said he 
formed the company with a foundation on capital discipline, free 
cash flow and growth.

Andrew Dittmar, Enverus senior M&A analyst, said Magnolia also 
formed around what they considered a higher PDP component and 
shift from growth at all costs to making money. “Magnolia came 
around at the time that transition was starting,” Dittmar said. “So 
they went out and shopped for … something that could support capi-
tal returns out of the gate and kept the acreage payments moderate.”

Working through the same downturn, Magnolia hasn’t suffered as 
gravely as many of its peers. Magnolia ended third-quarter 2020 with 
about $148.5 million cash on its balance sheet and an undrawn $450 
million revolving credit facility. The company has no debt maturities 
until 2026.

In a 2018 interview, Chazen said he wanted to create a company 
that was nearly “foolproof.”

“You’ve got to run these things so any fool can manage them,” 
Chazen said, “because eventually one will.”

According to Keith 
Behrens with 
Stephens Inc.’s 
Energy Investment 
Banking Group, 
what makes 
SPACs “so 
attractive for 
investors is today 
there is probably 
less confidence on 
where the markets 
are going.” That’s 
made SPACs an 
attractive vehicle 
to “park” their 
money and earn 
a return “until 
things kind of 
settle out.”
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“The other thing that may be so attractive for 
investors is today there is probably less confi-
dence on where the markets are going,” Behrens 
said. “So if you think about it that way, the mar-
ket’s going to go up and down; there’s all this 
noise out there, there’s COVID [and] there’s an 
election.”

That’s made SPACs an attractive vehicle to 
“park” their money and earn a return “until 
things kind of settle out,” Behrens said.

Risky businesses
The profits generated through SPACs have 

whipped investors into a near frenzy, sparking 
concerns, or at least reservations, in the invest-
ment vehicle.

For private equity firms, “the economic incen-
tives for these sponsors to do more is just huge,” 
Trauber said. “It’s 10 times. And so these guys 
are coming in and doing them.”

SPACs blasted off in 2020, with the number 
of shell companies created quadrupling to 248 
compared to 59 in 2019, according to SPACIn-
sider.com. SPACs generated proceeds of about 
$83 billion—six times the capital raised in 
2019—and even a couple of energy companies 
managed to get into the mix.

While SPACs have existed since the 1990s, 
they have only begun to attract giant sums 
within the past decade, causing some concerns 
by financial experts. Opportune’s Josh Sher-
man and Lynn Loden wrote in January about 
their concerns that investors, sponsors and au-
ditors should keep a close eye on SPACs.

“SPAC investors are simply betting on an 
all-star CEO or private equity sponsor for the 

chance to approve the company’s 
first acquisition and balance sheet 
structure in return for a share of 
the financial promote previous-
ly held only by the sponsor and 
management team,” they wrote.

Sherman and Loden said they 
like SPACs, which give capital 
an outlet to markets. But they 
worry that the current SPAC 
boom is “eerily similar to the 
shale boom,” which from 2010 
to 2016 raised more than $100 
billion in funds earmarked for 
the oil and gas industry.

“The result was an overinvest-
ment in oil and gas acreage and 
asset development that either 
never materialized into a pub-
lic vehicle or may have been 
brought to market too early 
through de-SPAC transactions,” 
they said. “Fast forward to to-
day and it appears that an influx 
of new capital from SPAC IPO 
proceeds in 2020 may be help-
ing to artificially escalate P/E 
ratios across all market sectors.” 

Trauber said there’s little or no 
risk to SPACs. The investment 
vehicles have undergone a series 
of reforms since they were first 
introduced in 1993.

“There were some energy SPACs and a lot of 
those, because of what we’ve seen in energy, ha-
ven’t done well,” he said. “But you know this is 
applicable to any sector that has a large number 
of private companies because you’re buying pri-
vate companies to go public.”

For banks, there’s little to no risk, other than 
to an institution’s reputation—in the event “you 
end up doing just a bunch of SPACs that never 
find acquisitions,” he said.

Banks do screen sponsors to see whether there 
are enough potential acquisition targets to make 
an acquisition. SPACs typically have about 24 
months to make an acquisition, which ties up 
money for the banks and investors.

Trauber said a growing pool of dedicated 
SPAC investors are now behind the investments. 
SPACs, he said, feel like an equity investment 
with funds holding large amounts of capital 
they want to put to work.

“Most of these SPAC investors don’t stay in. 
They end up selling it [to] … ultimately long 
investors. But there’ve been great returns, you 
know? And so there’s very little downside with 
real good upside option value [which] is why 
people are playing it.”

But Trauber does see a potential for trouble 
without self-discipline from all stakeholders, 
particularly in the targets companies seek. So 
far, Trauber hasn’t seen SPAC valuations get-
ting out of whack. But new entrants into the 
SPAC space give him pause.

“I do get a little nervous that you get euphoria 
in any area, in any product,” he said. “At some 
point, somebody pulls that last straw and things 
come tumbling down.”  M

Selected Oil and Gas Aligned-SPACs

SPAC IPO 
Date

Deal Size 
($MM)

Status

Silver Run Acquisition Corp. 2/25/16 500 Formed Centennial Resource Development Inc.

Matlin & Partners Acquisition Corp. 3/8/17 325 Combined to form U.S. Well Services Inc.

Silver Run Acquisition Corp. II 3/24/17 1,035 Formed Alta Mesa Resources; Assets sold for $220 
million in bankruptcy

Kayne Anderson Acquisition Corp. 3/30/17 377.3 Formed Atlas Midstream

Vantage Energy Acquisition Corp. 4/10/17 552 Dissolved after failed acquisition of QEP Resources’ 
Williston Basin assets

TPG Pace Energy Holdings Corp. 5/5/17 650 Magnolia Oil and Gas

National Energy Services Reunited Corp. 5/11/17 210 Merged in June 2018 with Gulf Energy SAOC and 
National Petroleum Services 

Sentinel Energy Services Inc. 11/3/17 345 Energy and energy services;  
Dissolved with transaction

Pure Acquisition Corp. 4/13/18 102 Combined with HighPeak Energy Inc. 

Trident Acquisitions Corp. 5/29/18 201 Initially focused on European oil and gas; In November 
2020, announced merger agreement with Lottery.com

HL Acquisitions Corp. 6/27/18 55 Announced December 2020 merger with  Fusion Fuel 
Green Plc, a green hydrogen producer

Osprey Energy Acquisition Corp. 8/23/18 275 Falcon Minerals Corp. merged with Blackstone in 
$894 million deal in June 2018

AMCI Acquisitions Corp. 11/15/18 221 Merged with fuel-cell developed Advent  
Technologies Inc.

Switchback Energy Acquisition Corp. 7/26/19 314 Entered electric vehicle market

East Resources Acquisition Co. 7/23/20 300 Acquisition pending

Breeze Holdings Acquisition 11/25/20 115 Acquisition pending





A CAUTIOUS  
RIGGING UP
After a year of historic lows for drilling activity, rig count is slowly 
climbing up, indicating an improved activity outlook for 2021. But 
will it be enough for overstacked drillers?

The energy sector remains wary following 
a calamitous 2020 that saw significant 
slowdown in drilling activity as energy 

prices plunged. But drillers are casting a hope-
ful eye toward modest recovery this year.

According to Enverus data, 2021 kicked off 
to a good start as the U.S. oil and gas rig count 
rose to 430 in the week ending Jan. 20.

Permian Basin rigs in West Texas and New 
Mexico rose to 194, continuing their upward 
trend since the August trough of 127. The larg-
est basin’s rig count is the highest since May 
2020, when the entire U.S. fleet was plunging 
rapidly due to low oil prices brought on by the 
spreading pandemic.

Even though the rig count is inching up, the 
U.S. land market is likely to be structurally 
smaller going forward as producers live within 
cash flow and move to a returns-focused busi-
ness model, according to James West, senior 
managing director with Evercore ISI.

“The current U.S. rig working count is 
well below recent peaks in the 800 range. 
Over 400 rigs, which worked in the last 18 
months, are idle, and we expect the overhang 
to continue,” he said. “Some of the lost pro-
duction is also permanently impaired, and 
we see the U.S. land market as likely pro-
ducing only 10 million to 11 million barrels 
per day going forward, down from well over 
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Patterson-
UTI Drilling’s 
comprehensive 
fleet of pad-capable 
rigs like APEX 
XK 285 feature 
advanced walking 
systems combined 
with performance 
automation 
technology to 
enhance operations.
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13 million barrels per day at the peak. This will 
require roughly 350 to 400 oil-directed rigs and 
perhaps 200 to 250 frac spreads.”

‘Fastest reduction of activity in history’
Analysts agree that the U.S. shale has been 

the hardest hit during the downturn, with its 
active rig count dropping down to histor-
ic levels. Strained by a double whammy of 
excess oil supply and the Saudi-Russian oil 
price war, cash-strapped producers slowed 
drilling activity as soon as the oil prices be-
gan plunging.

Patterson-UTI Energy Inc. CEO William 
Andrew Hendricks said his company started 
2020 on a fairly positive note with more than 
100 drilling rigs in operation.

“Oil was trading at $60 to $62 per barrel,” 
he said. “Patterson-UTI had 126 drilling rigs 
working at the peak of January, so our year 
started with a positive tone. But like every-
body else, things changed very quickly with 
the global pandemic. As soon as there was a 
demand scare and the oil traded off, we began 
shutting down operations as fast as we could.”

Among Patterson-UTI’s service offerings, 
which include drilling rigs, pressure pump-
ing, wireline and cement services, and direc-
tional drilling, Hendricks said hydraulic frac-
turing shut down the fastest, followed by the 
drilling rigs and directional drilling, which 
came down roughly together.

“We went from 126 rigs at the peak in Jan-
uary all the way down to 59 rigs in the sum-
mertime,” he said. “That reduction in activity 

happened faster and deeper than it ever hap-
pened in the history of our industry.”

For the Houston-based oilfield service pro-
vider, it was a huge challenge to shrink the 
size of the business and operations to stay in 
line with the rig count falling at unprecedent-
ed levels.

“When [rig count] is coming down that fast, 
you have no visibility on when it’s going to 
stop, when it’s going to level out and what kind 
of recovery will happen on the other side,” Hen-
dricks said.

While some land drillers were quick to cut 
costs and layoff crews as rigs were released, 
others slashed senior management compensa-
tion, cut overhead and temporarily reduced sal-
aries and bonuses for rig hands who remained 
employed, Evercore ISI’s West explained.

“There was an effort to retain top talent by 
offering jobs on working rigs but at a lower po-
sition,” he continued. “Once the rig count stabi-
lized and began to improve, the contract drillers 
were quick to resume their expansions into di-
rectional drilling and technology-oriented capa-
bilities at the well site. As technology and digi-
talization becomes increasingly important in the 
oil field, the largest land drillers are uniquely 
positioned to add value and capture more share. 
Digital efforts have become increasingly im-
portant tools to drill and compete better, higher 
return wells.”

Permian continues its reign
According to the U.S. Energy Information 

Administration’s (EIA) Short Term Energy 

Patterson-UTI 
CEO William 
Andrew 
Hendricks said, 
“If WTI stays at 
$50 per barrel 
for a couple of 
months, I expect 
the rig count will 
keep moving up 
somewhat, but 
I don’t expect a 
big increase in 
rig count in 2021 
unless WTI moves 
in the upper $50s 
range.”
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Outlook released on Jan. 12, recent increases 
in the oil price and in active drilling rigs will 
contribute to Lower 48 production beginning 
to grow in the second quarter of 2021, most of 
which will occur in the Permian region.

The EIA forecasts a combination of rela-
tively high average production per well com-
bined with high rig counts to make the Perm-
ian region’s growth higher than the Eagle 
Ford or Bakken. In 2022, the EIA expects al-
most two-thirds of Lower 48 onshore growth 
to come from the Permian.

Out of the 68 rigs that Patterson-UTI is cur-
rently operating, 33 are in the Permian Basin 
and 15 are in the Appalachian Basin, Hen-
dricks said.

“Undoubtedly, half of the rigs, which is half 
of the industry spend, is going to the Permian 
Basin right now,” he added.

West echoed similar sentiments, noting that 
almost half of all the working rigs are located 
in the Permian, and the giant field will contin-
ue attracting the most capital.

“We expect this trend to continue as the 
Permian is the lowest cost basin in the country 
and offers the best returns profile,” he said. “We 
are already hearing about shortages of truckers 
and sand as the basin gets back to work.

“While ultimately supply shortages related 
to transport and commodities like sand will 
ease, water may become an increasing con-
cern. The water business is in the early phase 
of technical breakthroughs related to recycling, 
and this will be key to ensuring water supply in 
the Permian of the future,” West said.

Looking toward recovery
Patterson-UTI is currently operating 68 rigs, 

which Hendricks said has shown some recovery 
from the bottom but still “not a lot of recovery.”

He added that the recovery of drilling activi-
ty will be subject to WTI crude prices.

“If WTI stays at $50 per barrel for a cou-
ple of months, I expect the rig count will keep 
moving up somewhat,” Hendricks said. “But I 
don’t expect a big increase in rig count in 2021 
unless WTI moves in the upper $50s range.”

However, despite the lower price environ-

ment, West noted that the land drillers with 
high-specification rigs are able to produce a 
cash margin at the rig level.

“The high end of the market is heavily con-
solidated, and all of the major companies are 
focused on generating a return on their assets,” 
he said. “This forces the companies to be dis-
ciplined with pricing, which continued even in 
the dark days of March and April 2020. We ex-
pect this discipline to continue.”

West added that the rig market is already 
fairly consolidated in the high-spec category, 
but there are smaller companies that could be 
tuck-in targets.

“The land drillers are also increasingly try-
ing to capture more of the wallet at the well 
site and may seek other services or technology 
tuck-ins,” he said.

However, West pointed out that a major chal-
lenge is that the rig count is expected to sta-
bilize in the mid-400s range, well below the 
roughly 650 high-spec rigs in the market. As a 
result, pricing traction will be difficult.

“The market will remain oversupplied for a 
long period of time,” he said. “And while we 
expect pricing to remain disciplined, there is 
always the chance of a market share war.” M
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“Some of the 
lost production is 
also permanently 
impaired, and we 
see the U.S. land 
market as likely 
producing only 
10 million to 11 
million barrels 
per day going 
forward, down 
from well over 13 
million barrels per 
day at the peak,” 
Evercore ISI’s 
James West said. 
“This will require 
roughly 350 to 
400 oil-directed 
rigs and perhaps 
200 to 250 frac 
spreads.”

The U.S. land rig count will continue to increase toward the mid-
300s in 2021. However, this cycle will likely peak around 400 to 
450 rigs.
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A NEW BREED  
OF BUYER
A stabilizing and upward trending oil price should support A&D transactions 
in 2021, fueled by M&A pushing assets into play. And a surprising amount of 
capital is hunting in the middle market arena.

A&D MARKET UPDATE

The A&D market in the U.S. fell to a 
multi-decade low in 2020 on the heels 
of OPEC+ maintaining crude oversupply 

while COVID-19 simultaneously dented global 
hydrocarbon demand. Although headline num-
bers appeared only moderately down—approx-
imately $50 billion in announced deals versus 
a “typical” year at $60 billion to $80 billion—
the true narrative is revealed after a handful of 
large M&A transactions are removed. 

Eliminating just four of the approximate 60 
transactions announced in 2020 (i.e., Chevron 
Corp./Noble Energy Inc., Devon Energy Corp./
WPX Energy Inc., ConocoPhillips Co./Concho 
Resources Inc., Pioneer Natural Resources Co./
Parsley Energy Inc.) results in only some $12 
billion in 2020 activity, split roughly 50:50 be-
tween asset- and corporate-level transactions.

Asset-level divestitures accounted for less 
than $7 billion in volume versus a typical year 
of some $40 billion to $50 billion, while av-
eraging only about $120 million per transac-

tion—the lowest level over the past decade 
(and approximately 50% lower than 2019).

It was truly a year to forget.
Initial headwinds for oil and gas commenced 

in late 2018 as the broader investment commu-
nity began its retreat from the sector amid calls 
for capital discipline and ESG considerations. 
This dynamic slowed A&D activity to only 
some $20 billion in 2019, roughly half of the 
average level experienced from 2016 to 2018 
and in line with 2015 (a depressed year fol-
lowing the 2014 drop in pricing). The OPEC+/
COVID-19 combination in early 2020 exacer-
bated this existing market drought.

Upstream transaction activity generally cor-
relates with volatility in crude pricing, with pe-
riods of higher volatility resulting in reduced 
deal-making. This dynamic has occurred 
multiple times in recent memory following 
the global financial crisis in 2008, the crude 
pricing collapse in 2014 and the OPEC+/
COVID-19 dynamic in 2020.

ARTICLE BY
DEREK DETRING

$41 
$56 

$41 
$58 

$17 
$37 $39 $39 

$19 
$6 

$34 

$31 

$6 

$24 

$12 

$20 $23 
$36 $72 

$45 

$75 

$87 

$47 

$82 

$29 

$62 

$75 

$91 

$52 

$0

$100

$200

$300

$400

$500

$600

$0

$20

$40

$60

$80

$100

$120

Avg. Asset Size ($M
M

)
To

ta
l U

.S
. V

al
ue

 ($
B)

Asset Corporate Avg Asset Size

135 138 133 
152 

95 
124 

157 
132 

85 
57 

0

50

100

150

200

250

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

De
al

 C
ou

nt

A&D Activity 2011-2020

Source: Enverus, Detring Energy Advisors databases

A&D activity 
is down 
substantially 
from the 2016 to 
2018 time frame.



March 2021 • HartEnergy.com 69

A&D activity slows to a crawl after pricing 
shocks as sellers/operators focus on maintain-
ing positive cash flow while adjusting trans-
action expectations to the new market reali-
ty, where assets are often worth considerably 
less. Each crisis eventually unwinds as prices 
stabilize and the bid/ask spread narrows, with 
transaction count typically recovering five to 
seven quarters post-downturn, while transac-
tion value normally requires an additional six 
to 12 months as the middle market (sub-$200 
million) recovers more quickly than the market 
for larger properties.

This phenomenon can be seen in both 2015 
and 2020 with the average deal size in these 
“crisis” years much lower than the decade av-
erage (i.e., transaction value dropped consider-
ably more than transaction count).

In 2019, before the pandemic struck and with 
capital markets already pulling back from the 
sector, the A&D market had begun its transfor-
mation from almost exclusively unconvention-
al working interest transactions to an increas-
ing share comprising conventional working 
interest properties and unconventional miner-
al/royalty assets. Public companies were the 
primary acquirers of unconventional working 
interest targets, and this aggressive buyer class 
began to fall away without access to capital 
markets. This in turn caused the second most 
active unconventional acquirer (private equity) 
to retreat from this space due to exit opportu-
nity concerns for these highly capital-intensive 
development projects. The public companies 
were simply full of economic drilling invento-
ry and were no longer acquisitive.

Conventional and minerals
Acquirers of conventional working interest 

properties, on the other hand, were not publicly 
listed (following the upstream MLP collapse in 
2015) and therefore not funded by Wall Street. 
The business model for these buyers remains 
unchanged—they never planned to exit via a 
sale to a public company—and conventional 
working interest properties continue to trade 
freely. These assets typically transact at or near 
PDP value as buyer and seller agree on undevel-
oped potential in the current commodity price 
environment, narrowing the bid-ask spread.

While a discounted cash flow (DCF) anal-
ysis is the ultimate driver of value for any 
asset—which takes into account production 

declines, operating costs, commodity pricing, 
development potential, etc.—the transaction 
multiple providing the best proxy to DCF for 
conventional working interest assets is “pur-
chase price/operating cash flow.” This is espe-
cially powerful when compared to the annual 
decline rate. While production multiples (e.g., 
$/boe/d) have traditionally been compared to 
reserve life (e.g., R/P), the “cash flow multi-
ple” approach outlined above normalizes for 
many variables including hydrocarbon content 
and netback, making it a more reliable tool.

The second asset class with continued gains 
in market share is the minerals and royalties 
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sector, but more notably so in 2019 preceding 
the decline in commodity pricing and rig count.

Mineral and royalty buyers continue to as-
cribe value beyond PDP; however, multiple ba-
sins are experiencing lower valuations (e.g., $/
net mineral acre) due to the pullback in develop-
ment pace and realized pricing—the two largest 
drivers of undeveloped value for this asset type.

Further, several operators are raising capital 
with overriding royalty interest monetizations 
and structured mineral joint ventures (e.g., 
Continental Resources Inc., Callon Petroleum 
Co., EQT Corp. and Range Resources Co.), 
bypassing traditional (and mostly closed) debt 
and equity capital markets and PDP-value asset 
sales. Mineral/royalty divestitures can be more 
accretive to the seller as buyers generally have 
a lower cost of capital and are able to allocate 
value to undeveloped inventory.

Detring Energy Advisors expects 2021 to be 
a general continuation of 2020: large corporate 
consolidations (public and private) as operators 
shore up balance sheets and combine acreage 
positions within unconventional resource plays; 
a relatively slow A&D (asset) market driven 
mostly by conventional working interest assets; 
and a slightly rebounding mineral and royalty 
space.

A silver lining
The stabilization and recently increasing na-

ture of the oil price should help to lubricate the 
asset market with activity hopefully reapproach-

ing 2019 levels at some 50% higher deal count 
than 2020 (70-80 transactions) and a sharper, 
2-3x increase in transaction value ($15 billion to 
$20 billion). Activity for larger, unconventional 
working interest assets will likely continue to 
stagnate outside of the most core, active regions 
of the Lower 48 as a wide spread remains be-
tween market value and intrinsic value.

While market value is being driven by lack of 
capital and a herd mentality to only pay for pro-
duction, intrinsic worth can oftentimes be high-
er than market value in the current environment 
due to the option value associated with unde-
veloped resource in place (including potentially 
economic inventory).

Asset supply in 2021 should be supported 
by M&A consolidation as larger, combined 
entities seek to shed noncore properties from 
their portfolio (both public mergers and private 
smashcos) as well as continued liquidations 
and bankruptcies. Detring also anticipates 
mineral and royalty owners to begin reenter-
ing the market as commodity pricing improves 
and rig count continues its recovery. Corpo-
rate-level M&A activity also will continue in 
earnest with multiple public and private com-
panies seeking to realize the efficiencies of a 
combined platform.

The silver lining for middle market sellers 
is that substantial buyer capital remains avail-
able for acquisitions. Assets broadly marketed 
in 2020 at both Detring Energy Advisors and 
PetroDivest Advisors, Detring’s lower middle 
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market subsidiary, typically experienced an 
approximate 50% higher number of both eval-
uators and offers received compared with sim-
ilar processes in 2019. Detring also continues 
to see growth in the potential buyer universe 
for middle market properties, with the most 
aggressive acquirers typically capitalized with 
private, family office capital, which generally 
carries a more constructive view on discount 
rate due to a lower cost of capital. This results 
in more optionality for sellers and typically a 
successful transaction.

Acquirers for larger properties certainly exist, 
but this buyer pool has been reduced through 
lack of appetite, balance sheet concerns and/or 
investor considerations, and it typically carries 
a higher cost of capital. Again, larger transac-
tions mostly consisted of unconventional assets 
acquired by public or private equity E&Ps, and 
there is a limited universe of buyers looking for 
larger conventional working interest or larger 
mineral and royalty acquisitions.

This can be evidenced by many larger dives-
titure processes (and capital raising process-
es) taking more than one marketing effort to 
complete, as the seller eventually accepts the 
new market conditions and terms offered in 
this environment (e.g., stock consideration in 
lieu of cash, lower valuation, credit terms and 
covenants).

Yield buyers
With the market becoming more saturated 

with conventional working interest, PDP-fo-
cused properties, many buyers are raising 

capital to chase this opportunity. Upstream 
MLPs were the primary acquirer of this asset 
type heading into the 2014 pricing collapse, 
with subsequent buyers having a higher cost 
of capital and thus the general rumor of “PDP 
trading for PV15-20.” Detring’s experience, 
however, shows that PDP assets typically 
transact in the PV10-15 range when proper 
buyside parameters are utilized (e.g., forecast 
production, operating costs, plugging costs 
and administrative costs), with increasing dis-
count rates applied to assets with certain risks 
(e.g., concentration risk, inadequate produc-
tion history and lack of operational control).

Detring also is seeing a new breed of PDP 
buyer enter the market under private yieldco 
structures as investors seek dividends in this 
low-interest rate environment. With the risk-
free rate (i.e., U.S. Treasuries) falling to all-
time lows, these buyers feel that equity yields 
of 10% to 12% provide an adequate risk pre-
mium for a hedged PDP cash flow stream.

Detring anticipates capital to continue re-
turning to oil and gas as the new, more dis-
ciplined approach creates value and impor-
tantly distributable free cash flow. One also 
must wonder when investors will call for “Big 
Tech” to spend within cash flow after several 
years outspending for top-line growth—a fa-
miliar message to the oil and gas community. 
We should have a more consolidated sector 
with an established history of distributions 
when this occurs, leading to additional rota-
tion back into our space and a further “return 
to normalcy” in the A&D markets. M
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Deal 
No.

Estimated 
Value ($MM) Buyer/Surviving Entity Seller/Acquired  

or Merged Entity
Month Deal 
Closed Comments

1 13,000 Chevron Corp. Noble Energy Inc. 10 Acquired in all-stock transaction Houston-based Noble, which has 
U.S. shale assets in the Permian, Denver-Julesburg and Eagle Ford 
basins, a publicly traded midstream business and international 
positions in the Eastern Mediterranean and offshore West Africa; 
includes assumption of $8 billion in debt.

2 5,600 Hilcorp Energy Co. bp Plc 12 Bought bp’s entire upstream and midstream business in Alaska; in-
cludes 26% working interest and operatorship of Prudhoe Bay plus 
the Trans Alaska Pipeline System. PSA announced August 2019.

3 1,330 Orion Mine Finance Occidental Petroleum Corp. 12 Bought Wyoming, Colorado and Utah land grant assets covering 
approximately 4.5 million mineral acres and 1 million fee surface 
acres; doesn't include cash flow from currently producing oil and 
gas properties on the position and mineral acres derived from the 
land grant in Colorado.

4 830 Kalnin Venture LLC; Banpu Pcl Devon Energy Corp. 10 Acquired Devon’s Barnett position, which includes more than 
320,000 gross acres and 4,200 producing wells in North Texas 
that average 597 MMcfe/d of net production in 3Q 2019; proved 
reserves YE 2018 were about 4 Tcfe; amended terms made April 
14 includes lower cash closing payment and addition of contingen-
cy payments.

5 735 EQT Corp. Chevron Corp. 11 Acquired Appalachia upstream and midstream assets; includes 
335,000 total net acres in the Marcellus Shale with net produc-
tion of about 450 MMcfe/d plus 31% ownership interest in Laurel 
Mountain Midstream.

6 541 National Fuel Gas Co. Royal Dutch Shell Plc 7 Bought Shell's Appalachia shale position of upstream and mid-
stream assets; includes roughly 450,000 net leasehold acres across 
Pennsylvania with about 350 producing Marcellus and Utica wells 
in Tioga County.

7 505 BHP Group Plc Hess Corp. 11 Acquired Hess' stake comprising a 28% working interest in the 
Shenzi Field in the deepwater Gulf of Mexico.

8 466 San Juan Offshore LLC; Lime 
Rock Partners LLC

Arena Energy LP 10 Purchased U.S. Gulf of Mexico operator through a prepackaged 
plan of reorganization in partnership with Lime Rock Partners and 
Arena management team.

9 402 Sixth Street Partners LLC Antero Resources Corp. 6 Bought ORRI in Antero's Appalachian Basin position located across 
West Virginia and Ohio; includes $300 million at closing and up to 
an additional $102 million consisting of two contingent payments 
over the next year.

10 335 Castleton Resources LLC; 
Castleton Commodities 
International LLC; Tokyo Gas 
Co. Ltd.

Range Resources Corp. 8 Purchased North Louisiana Terryville Field asset covering about 
140,000 net acres with stacked pay potential for the Lower Cotton 
Valley and producing about 160 MMcfe/d; agreement includes an 
additional $90 million contingent on future commodity prices.

11 220 J.P. Morgan Antero Resources Corp. 8 Purchased through volumetric production payment comprising dry 
gas producing properties in West Virginia within the Appalachian 
Basin; effective date of July 1 with a seven-year term ending June 
30, 2027.

12 213 Southwestern Energy Co. Montage Resources Corp. 11 Acquired company in all-stock deal, adding 325,000 net acres in 
Appalachia’s Utica and Marcellus shale plays across Ohio, Pennsyl-
vania and West Virginia.

13 140 Kimmeridge Energy Manage-
ment Co. LLC

Callon Petroleum Co. 10 Bought ORRI in substantially all Callon-operated oil and gas lease-
holds in the Permian Basin and Eagle Ford Shale; consists of a 2% 
(on an 8/8ths basis) ORRI, proportionately reduced to Callon’s NRI.

14 130 Tapstone Energy LLC Chesapeake Energy Corp. 10 Bought some of Chesapeake’s Midcontinent assets as part of a 
bankruptcy auction; includes 752,000 net acres.

15 130 Undisclosed EOG Resources Inc. 9 Bought Marcellus Shale asset, gaining 40 MMcf/d.

16 115.5 Zarvona Energy LLC Approach Resources Inc. 9 Purchased company assets through bankruptcy auction; includes 
leasehold within the Permian's Midland Basin largely located in the 
Wolfcamp Shale in West Texas.

US E&P ACQUISITIONS & DIVESTITURES
Deals closed from July 1-Dec. 31, 2020. Deals closed in first-half 2020 were listed in the September 2020 issue. 
All deals, updated in real time, are now available at HartEnergy.com/ad-transactions.

Deals shown are those closed during second-half 2020, involving U.S.-based assets or companies only, and having values of approx. $20 million or more. Deals are ranked in descending 
estimated dollar value, when available, and then alphabetically when no value was made public or when the deal was significant but valued at less than $20 million. Deals shown as 
pending may have since closed. The next E&P A&D list, covering Jan. 1-June 30, 2021, will appear in the September 2021 issue of Oil and Gas Investor. Details on all deal-making, updated 
in real time, are available at HartEnergy.com/ad-transactions.
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Deal 
No.

Estimated 
Value ($MM) Buyer/Surviving Entity Seller/Acquired  

or Merged Entity
Month Deal 
Closed Comments

17 95.5 Pegasus Resources LLC; EnCap 
Investments LP

Black Stone Minerals LP 7 Purchased 57% undivided interest across parts of Delaware Basin 
and 32% undivided interest across parts of Midland Basin position 
in the Permian.

18 91 Presidio Petroleum LLC; Mor-
gan Stanley Energy Partners

Templar Energy LLC; Ares  
Management Corp.

8 Purchased company through bankruptcy auction; includes about 
273,000 net acres in western Anadarko Basin of Midcontinent re-
gion spanning Texas and Oklahoma including STACK play.

19 88 Ensign Natural Resources LLC; 
Reliance Industries Ltd.

Newpek LLC 8 Purchased Eagle Ford Shale and Edwards acreage in South Tex-
as; ensign portion includes about 5,700 net acres in Bee, DeWitt, 
Karnes and Live Oak counties and 2,200 boe/d net production.

20 65 Talos Energy Inc. Castex Energy LLC; Riverstone 
Holdings LLC

8 Acquired 16 U.S. Gulf of Mexico Shelf area assets averaging 6,400 
boe/d (15% oil, 85% natural gas), including operatorship of 11 
fields in which WI was previously acquired.

21 60 Terra Energy Partners LLC Ursa Resources Group LLC 12 Purchased assets from bankrupt Ursa Piceance Holdings and vari-
ous subsidiaries.

22 54.5 Undisclosed Black Stone Minerals LP 7 Bought mineral and royalty interests in specific tracts in Midland 
County, Texas, in the Permian Basin.

23 50 Mesquite Energy Inc. Gavilan Resources LLC;  
The Blackstone Group Inc.

10 Purchased Eagle Ford Shale company via bankruptcy auction.

24 46.6 Ameredev Texas LLC Lilis Energy Inc. 12 Purchased Lilis Energy's roughly 20,000-acre position in the Perm-
ian's Delaware Basin through a court-supervised sales process.

25 30 Undisclosed Callon Petroleum Co. 11 Bought nonop assets in Permian Basin and Eagle Ford Shale, gain-
ing 1,600 boe/d (55% oil).

26 24 Continental Resources Inc.; 
Franco-Nevada Corp.

Undisclosed 9 Purchased SCOOP/STACK mineral interests.

27 23 Undisclosed Riviera Resources Inc. 9 Bought interest in North Louisiana properties, including 100 wells 
averaging 16 MMcfe/d.

28 20.5 Undisclosed Harvest Oil & Gas Corp. 10 Purchased Appalachian Basin assets representing substantially all 
of the assets of Harvest in a cash and stock transaction; includes 
assets in the Utica Shale located across Ohio, Pennsylvania and 
West Virginia.

29 HighPeak Energy Inc. Pure Acquisition Corp. 8 Acquired through a business combination with blank-check com-
pany Pure Acquisition forming a Midland Basin pure-play with a 
51,000-net-acre position primarily in Howard County, Texas; 90% 
operated, 12,000 boe/d (80% oil).

30 Maverick Natural Resourc-
es LLC; EIG Global Energy 
Partners

FourPoint Energy LLC 12 Acquired company with assets in Western Anadarko Basin in an 
all-equity merger, creating a subsidiary named Unbridled Resources 
LLC.

31 Petroleum Independent & 
Exploration LLC

Empire Petroleum Corp. 8 Formed joint venture to develop East Texas properties comprising 
workover/recompletion programs to potentially uplift field pro-
duction in the Fort Trinidad Field asset in Houston and Madison 
counties.

32 Posse Resources LLC Live Oak Resources Partners 
LLC

8 Purchased Live Oak Fund I's remaining assets consisting of roughly 
4,800 net royalty acres (normalized to 1/8 royalty) located in North 
Louisiana with production across the Haynesville Shale, Bossier 
and Cotton Valley formations.

33 Tokyo Gas Co. Ltd. Castleton Resources LLC; 
Castleton Commodities Inter-
national LLC

8 Acquired a majority stake in Castleton Resources by increasing its 
ownership in the Houston-based E&P company to about 70% from 
46%.

34 Undisclosed Sumitomo Corp. 9 Purchased 30% stake in Marcellus Shale project, which is currently 
owned and operated by PennEnergy Resources.

35 U.S. Energy Development 
Corp.

Royal Dutch Shell Plc 9 Formed joint venture through the $8.5 million purchase of an inter-
est in Columbia Project development within the Permian Basin in 
Loving County, Texas, targeting the Wolfcamp Shale.

PENDING DEALS (AS OF JAN. 1, 2021)
36 13,300 ConocoPhillips Co. Concho Resources Inc. To acquire Permian pure-play in all-stock deal; includes roughly 

800,000 gross (550,000 net) acres in Delaware and Midland sub-ba-
sins, approximately 326 Mboe/d. This deal closed in January.

37 7,600 Pioneer Natural Resources Co. Parsley Energy Inc.; Quantum 
Energy Partners

To acquire Permian pure-play in all-stock deal including assump-
tion of $3.1 billion debt; gaining 248,000 net acres in Midland and 
Delaware sub-basins, approximately 111 Mbbl/d of oil. This deal 
closed in January.

38 5,750 Devon Energy Corp. WPX Energy Inc.; EnCap 
Investments LP

To acquire Permian and Williston basins-focused company in all-
stock transaction including $3.2 billion debt, gaining 207 Mboe/d. 
This deal closed in January.
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Deal 
No.

Estimated 
Value ($MM) Buyer/Surviving Entity Seller/Acquired  

or Merged Entity
Month Deal 
Closed Comments

39 2,200 Diamondback Energy Inc. QEP Resources Inc. To acquire company in all-stock deal including $1.6 billion debt; 
gaining 49,000 net acres in Permian Basin, 94,610 net acres in Wil-
liston Basin, 76.7 Mboe/d. Expected to close 1Q or 2Q 2021.

40 862 Diamondback Energy Inc. Guidon Operating LLC: 
Blackstone

To purchase northern Midland Basin operator; includes 32,500 net 
acres, 17,900 boe/d. Expected to close in February.

41 376 Bonanza Creek Energy Inc. HighPoint Resources Inc. To acquire company, gaining 58,300 net acres in Weld County, 
Colo., in Denver-Julesburg Basin, 30.9 Mboe/d. Expected to close 
1Q 2021.

42 189.5 Earthstone Energy Inc. Independence Resources  
Management LLC; Warburg 
Pincus LLC

To buy Midland Basin operator, gaining 43,400 net acres, approxi-
mately 8.8 Mboe/d. This deal closed in January.

43 58 Contango Oil & Gas Co. Undisclosed Bought assets in the Big Horn, Permian and Powder River Basins 
via a bank-owned liquidation of assets. This deal closed in February.

44 47 Gondola Resources LLC SandRidge Energy Inc. To buy North Park Basin asset comprising 93,000 net acres target-
ing multiple Niobrara benches in Jackson County, Colo. Expected 
to close 1Q 2021.

45 38 Penn Virginia Corp. Rocky Creek Resources LLC; 
Juniper Capital Advisors LP

To acquire Juniper portfolio company with about 4,100 net acres in 
Texas Eagle Ford Shale in Lavaca and DeWitt counties. This deal 
closed in January.

46 20 Denbury Inc. Devon Energy Corp. To buy a nearly 100% working interest (83% NRI) in Big Sand Draw 
and Beaver Creek oil fields in Freemont County, Wyo., adding 2,800 
boe/d (85% oil) net. Expected to close 1Q 2021.

47 Contango Oil & Gas Co. Mid-Con Energy Partners LP To buy company in all-stock merger; includes conventional assets 
in Oklahoma and Wyoming, gaining approximately 3.5 Mboe/d (2Q 
2019). This deal closed in January.

48 Undisclosed EP Energy Corp. To purchase southern Midland Basin assets focused on the Wolf-
camp Shale in Crocket, Irion, Reagan and Upton counties in Texas. 
Expected to close in January.
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INTERNATIONAL JVs
Conducting business internationally offers many opportunities to U.S. oil and 
gas companies, but a proper understanding of the partnerships often involved 
is key. Here are some of the practical considerations of pursuing a successful 
joint venture abroad.

CROSS-BORDER PARTNERSHIPS

The oil and gas industry has been global 
for most of its history. Many U.S. com-
panies in the sector already do business 

around the world. As new discoveries continue 
to be made, new technologies continue to be 
invented and market conditions continue to 
change, there will always be opportunities not 
only for U.S. production companies, but also 
for energy sector supply and services compa-
nies to pursue new international business or to 
restructure their existing operations.

Joint ventures (JVs) are one of the most 
common ways of doing business abroad. 
Doing business abroad can be a great way 
to grow your business and deepen your cus-
tomer relationships, but there are traps for the 
unwary. Thoughtful planning can help you re-
duce the risk of getting burned.

Following are some high level, key prac-
tical considerations relevant to international 
JVs, and in particular for energy sector sup-
ply and services companies that wish to set 
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up a presence in a foreign country to sell their 
products and services to the production com-
panies in that country.

What is a JV?
The term “joint venture” is used to describe 

many things. In the popular sense, it can en-
compass virtually any endeavor in which two 
or more parties—companies, individuals, or 
even governments, charities and educational 
institutions—work together on something. In 
the business context, however, the term typi-
cally refers to a situation where two partners 
jointly own a company (the “JV company”) 
and do business through that company.

Many variations are possible. For example, 
there could be more than two partners. Or the 
partners could choose to work together pur-
suant to a contractual arrangement rather than 
through a company in which they share own-
ership.

For simplicity’s sake, this article focuses on 
the classic model for an international JV: a 
JV company that is incorporated in the target 
country and is owned jointly by a U.S. partner 
and a local partner.

Is a JV company right for you?
Once you have decided that you want to do 

business in the target country, you need to de-
cide what type of structure you wish to use. 
A JV company is among the most common 
structures, and the following are some of the 
reasons why you might choose to form one:

Local ownership/local content require-
ments. Local law in the target country may 
require you to do business through a JV com-
pany owned jointly with a local partner, or 
your customers may require or encourage 
you to do so. Government-owned customers 
in particular, such as national oil companies, 
may have policies that mandate or allow pref-
erential treatment toward vendors that have 
local ownership.

General business considerations. You may 
believe that having a JV company owned with 
a local partner will help make your business 
in the target country more successful, for ex-
ample, through your local partner’s ability 
to contribute business leads, customer ser-
vice support, assistance with collections or 
logistical support on anything from customs 
clearance for shipments to work visas for ex-
patriate employees. For these reasons, U.S. 
companies sometimes choose to form a JV 
company even when there is no local law or 
customer requirement for them to do so.

Keep in mind, however, that a JV company 
is often not your only option for doing busi-
ness in the target country. Before you commit 
to forming a JV, check with local legal coun-
sel as to what other structures are available to 
you. Other structures may include:

• A company or branch in the target coun-
try, wholly owned by you.

• Direct sales from your facilities in the U.S. 
to your customers in the target country.

• Engaging a local agent to sell your prod-
ucts in the target country, with the agent 

typically being paid on a commission 
basis.

Assuming that you decide a JV company is 
the way to go, the following are some practical 
tips for getting it set up properly.

Finding a local partner
Some U.S. companies select their local part-

ners based on long-standing relationships or 
introductions from trusted third parties. Other 
companies meet their local partners through 
customer recommendations, through their own 
research, at industry conferences and trade 
shows, or purely by chance.

It is important to get your choice of local 
partner right. Whether you expect your part-
ner to play an active role or a relatively pas-
sive role in the business, you want someone 
you can get along with. If the relationship 
goes sour, local partners may find ways to 
gum up the JV company’s works and make 
your life difficult.

Choose a deal structure that will incentivize 
your local partner to work hard, stay engaged 
and cooperative over the long term.

Assembling your deal team
Internal team. Step one is to figure out 

who at your company will be responsible for 
bringing the JV company to life. At very large 
U.S. companies that do a lot of international 
JVs, there are often people on the business 
side (e.g., corporate development) and people 
in the in-house legal department whose full-
time job is to set up the company’s interna-
tional JVs and manage ongoing work related 
to them.

At a smaller company, the C-level execu-
tives might roll up their sleeves and work  
on the JV themselves. Make an honest  
assessment of your internal capabilities. That 
will help you hire the right team of external 
advisers.

Outside advisers. In most JV deals, your 
main external advisers will be your lawyers. 
There are certain issues on which companies 
typically consult with their tax advisers (e.g., 
transfer pricing requirements).

And there are some JV deals, particularly 
very large ones, in which investment bankers 
or other financial advisers play a role. But on 
most JV deals, your internal team and your 
external lawyers will do the heavy lifting.

Local counsel. When it comes to choosing 
your legal team, you will almost always want 
to include local counsel in the target country. 
While your prospective local partner may vol-
unteer to handle the entire JV company setup, 
think twice before taking them up on that offer.

It’s prudent to have your own legal coun-
sel in the target country to advise you on the  
relevant legal requirements, to help you eval-
uate what you are being told by your local 
partner and others, and to make sure the JV 
company gets set up correctly per the agreed 
deal structure.

U.S. counsel. Consider whether it makes 
sense to have U.S. outside counsel involved 
in the deal as well. If your internal team has a  
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lot of experience doing international JVs, 
has the subject matter knowledge that the JV 
work requires and has the time to be fully 
engaged, you might decide to work directly 
with local counsel.

But in many cases, having the right U.S. 
counsel involved in the deal can add signifi-
cant value, both in taking the laboring oar on 
the work and also in helping to steer things in 
the right direction. Look for U.S. counsel that 
is experienced in doing international deals 
and working directly with local counsel.

Structuring the JV company
JVs are challenging to structure because you 

are creating a framework that you intend to 
govern a long-term business relationship, in 
which any number of unforeseen contingen-
cies may arise over time. The following are 
some of the most important issues to get right:

Governing documents. The JV company 
typically will have articles of association or 
other constitutional documents of the type 
used in the target country. Ask local counsel 
about how much room you have to customize 
these documents, but in many cases, you will 
not be able to fit all your desired deal terms 
into the constitutional documents, so you will 
also have a shareholder agreement in which 
you can set them out in full.

Ask local counsel about the enforceability 
in the target country of shareholders agree-
ments generally and of the particular terms 
you wish to include in yours. Some of the key 
terms normally addressed in the shareholders 
agreement are discussed below.

Financial terms. Make sure you and your lo-
cal partner are in agreement on how much start-
up capital the JV company will need, where that 
capital will come from, and when it will be in-
jected. Ask local counsel whether there are any 
local legal requirements for capitalization.

If you will be loaning your local partner 
its share of the JV company’s startup capi-
tal, make sure to document that. If you are 
relying on outside financing and you have not 
yet secured a firm commitment, make sure to 
include an exit provision in the shareholders 
agreement that gives you the right to unwind 
the JV if the financing falls through. Specify 
how and when the JV company’s profits will 
be distributed to you and your local partner.

Business of the company and noncompeti-
tion. Make sure you and your local partner 
have a clear understanding of what the JV 
company’s domain will be. Which business 
lines will it have? Which geographic markets 
will it cover? Who will have the authority to 
determine any additions to (or subtractions 

from) the business lines, markets and custom-
ers that the JV company will serve? Consider 
whether you and your local partner want to 
agree to any nocompete restrictions. If so, ask 
your local counsel whether those would be 
enforceable in the target country.

Corporate governance. Ask local counsel 
about the legal requirements and customary 
practices in the target country. Should the JV 
company have a board, or should all corporate 
governance decisions be made at the share-
holder level? How often should meetings oc-
cur? Can meetings occur remotely, and can 
decisions be made by unanimous written con-
sent in lieu of a meeting? What are the voting 
thresholds for key types of decisions?

What types of decisions will be “key” varies 
greatly from one JV company to another, but 
some of the most typical hot-button issues are 
decisions relating to capital increases, taking 
on debt, reorganizing and dissolving the JV 
company. Another thing to keep in mind is 
that having the right to appoint the JV com-
pany’s general manager, or whoever else will 
be in charge of the JV company’s day-to-day 
operations, is crucial.

Share transfers. Consider whether you want 
to impose any restrictions on share transfers, 
and if so, ask local counsel whether they 
would be enforceable. Common share trans-
fer restrictions may include lock-up periods, 
rights of first refusal (which may be required 
by local law in the target country anyway), 
tag-along rights and drag-along rights.

Ask local counsel about the mechanics of 
share transfers in the target country. For ex-
ample, could a share transfer that is allowed 
or required by the shareholders agreement be 
thwarted if a party refuses to sign documents?

Exit provisions. Include a clear framework 
for how to achieve separation if the JV com-
pany’s business doesn’t work out, if your re-
lationship with your local partner sours, or if 
there is any other kind of deadlock that cannot 
be resolved. The most common forms of sep-
aration are for one shareholder to buy out the 
other or for the JV company to be dissolved.

There are many ways this can be structured. 
Also remember to have a framework for ter-
mination of related party business between 
you, your local partner and the JV company 
(e.g., supply agreements, service agreements, 
intellectual property licenses) in the event of 
a breakup.

Dispute resolution. Ask local counsel how 
to structure dispute resolution and how it 
would work in practice. The tougher it would 
be to enforce your rights in the target country, 
the more reason to structure your JV compa-
ny from the outset in a manner that will opti-
mize your chances for long-term success. M

Robert G. Kenedy is a special counsel in the 
Houston office of Jones Walker LLP, where he 
advises clients on a broad range of corporate 
and commercial transactions. Prior to joining 
Jones Walker, he was a counsel in the Dubai of-
fice of an international law firm, where he ad-
vised on cross-border M&A and joint ventures.

Choose a deal structure that will 
incentivize your local partner to 
work hard, stay engaged and 
cooperative over the long term.
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Surge Energy Lines Up Northern 
Midland Basin Acquisition
CHINESE-BACKED SURGE 
Energy US Holdings Co. will pay 
about $420 million for a “significant 
Midland Basin acquisition” from 
Grenadier Energy Partners II LLC, 
the company said Jan. 31.

The acquisition from private equi-
ty-backed Grenadier will add lease-
hold interest and producing wells in 
Howard County, Texas, where Surge 
Energy’s position in the northern Mid-
land Basin is partly located. Based 
in Houston, Surge Energy currently 
holds approximately 93,000 net acres 
in the Permian Basin.

Surge Energy plans to acquire some 
18,010 net acres in Howard County, 
including an operated inventory of 
“120 high-quality,” economic future 
drilling locations and average pro-
duction of about 9,000 boe/d, roughly 
75% of which is oil, the company 
said.

“This acquisition is consistent with 
our strategy of 
building a long-
te rm,  sus ta in -
able oil and gas 
company,” Surge 
Energy CEO Lin-
hua Guan said in 
a statement. “The 
combination of 
both production 
and high-quality 
inventory support 

both near-term cash flow and strong 
economic returns for years to come.”

Grenadier Energy Partners, led by 
Patrick Noyes, is headquartered in The 
Woodlands, Texas, with backing from 
EnCap Investments LP and Kayne 
Anderson Capital Advisors.

In late 2019, Grenadier had previ-
ously agreed to a three-way merger 
agreement with HighPeak Energy 
and blank-check company Pure 
Acquisition Corp. However, the 
combination, which was expected 
to create the largest pure-play 
northern Midland Basin E&P, was 

ultimately terminated in April 2020 
following the oil market crash.

Grenadier originally entered the 
Midland Basin in November 2016 
through a joint venture development 
agreement with a large independent 
in Howard County. As the result of an 
active drilling and leasing program and 
15-plus acquisitions, the company has 
grown its original 7,000 net-acre posi-
tion to more than 20,000 acres, accord-
ing to its website.

Analysts with Enverus estimate 
Surge Energy is acquiring Grenadier’s 
largely undeveloped position, which 
offsets Surge to the southeast, for 
roughly $9,300 per undeveloped acre.

“The deal screens relatively cheap 
compared to recent transactions in 
Howard of similar scale,” the Enverus 
analysts wrote in a research note on 
Feb. 1. “The acquisition provides 
additional runway in Howard, a region 
with superior reservoir quality to the 
company’s acreage to the north in Bor-
den County.”

Grenadier II formed in July 2012 
with funding in the amount of $340 
million from EnCap Investments and 
Kayne Anderson Capital. Addition-
ally, Grenadier II has established a 
$300 million credit facility with J.P. 
Morgan Chase Bank, the company 
website said.

Surge Energy is a subsidiary of 
Shandong Xinchao Energy Corp. 
Ltd., a Shanghai-traded public invest-
ment holding company in China. In 
2015, the company acquired Tall City 
Exploration and Plymouth Petro-
leum with assets in Howard and Bor-
den counties for $1.3 billion.

The deal is expected to close in the 
first quarter. Citi is adviser to Surge 
Energy. Jefferies LLC is adviser to 
Grenadier II. Legal advisers include 
Thompson & Knight LLP for Surge 
Energy and Vinson & Elkins LLP for 
Grenadier II.

—Emily Patsy

FIELD OFFICE

MIDLAND BASIN

HEADQUARTERS

GEP ACREAGE

LEGEND

HOWARD COUNTY

THE 
WOODLANDS

March 2021 • HartEnergy.com 79

Source: Grenadier Energy Partners



80 Oil and Gas Investor • March 2021



A&D Watch

March 2021 • HartEnergy.com 81

Northern Buys Out Reliance’s Piece of Marcellus Pie
IN ITS DRIVE to become a national 
nonoperated franchise, Northern Oil 
and Gas Inc. said in February it will 
acquire the Marcellus Shale assets of 
Reliance Marcellus LLC, a subsidiary 
of India’s Reliance Industries Ltd., 
in a cash-and-stock deal worth about 
$295.5 million in cash and equity war-
rants. The deal represents Northern’s 
entry into Appalachia and expands its 
footprint into three basins.

Northern will pay $175 million cash 
and 3.25 million warrants to purchase 
shares of Northern’s common stock at 
an exercise price of $14 per share, for 
additional value of $45.5 million. Dal-
las’ Arch Energy Partners is acquir-
ing an undivided 30% interest in the 
assets for a cash purchase price of $75 
million. Northern plans to finance its 
cash portion of the deal through equity 
and debt offerings.

The assets include an average 27% 
working interest and a total of approx-
imately 64,000 net acres primarily 
in Greene, Washington, Fayette and 
Westmoreland counties in southwest-
ern Pennsylvania. Net production is 
approximately 120 MMcfe/d; proved 
reserves are 493 Bcf (55% PDP). 
Upside includes 94 DUCs and an esti-
mated 1,200 gross locations.

Northern reported it paid less than 
$1,500 per flowing Mcfe. With a PV10 
price tag of $269 million, Northern said 
its transaction equates to a PV20 price.

EQT Corp. is operator of 95% of 
the acquired assets following its pur-
chase of Chevron Corp. Appalachia 
assets in September. 

Based in Minnetonka, Minn., North-
ern invests in nonoperated minority 

working and mineral interests in oil 
and gas properties. The company 
branched from the Williston Basin, 
where the bulk of its portfolio is 
focused, with acquisitions last year in 
the Permian Basin.

Now with Northern’s expansion 
into the Appalachian Basin, the com-
pany furthers its goal of becoming a 
“national nonoperated franchise with 
low leverage, strong free cash flow 
and a path toward returning capital 
to shareholders,” CEO Nick O’Grady 
said in a Feb. 3 news release. “With 
this transaction, we expect increased 
opportunities to efficiently allocate 
capital and diversify risk, our com-
modity mix and geographic foot-
print.”

Northern COO Adam Dirlam said 
the cash purchase price only ascribed 
value for producing wells and the large 
inventory of wells-in-process, “with 
significant upside value on the unde-
veloped properties. The joint venture 
structure allows Northern significant 
input and clarity on the development 
plans for these assets on a multiyear 
basis,” and “we look forward to being 
an excellent partner for the develop-
ment of these properties side by side 
with EQT for years to come.”

Northern’s slide deck accompanying 
the deal announcement revealed the 
company is positioning itself for an 
undersupplied gas market in 2021. Cit-
ing lower gas-focused rigs nationwide, 
the company noted the current com-
modity price environment “does not 
incentivize adequate supply response 
to meet future growth,” and “the gas 
markets may be short supply over the 

near term suggesting an undervalued 
strip.”

In 2020, Northern made purchases 
in the Williston and Permian basins. 
In the Williston, the company said 
July 31 it would acquire 400 acres pri-
marily operated by ConocoPhillips 
Co., Continental Resources Inc. and 
WPX Energy Inc. In September, the 
company announced its first acquisi-
tion outside of the Williston, saying 
it had acquired nonoperated interests 
within the Delaware Basin from an 
undisclosed seller. The deal included 
acreage in New Mexico’s Lea County 
operated by EOG Resources Inc.

Fitch Ratings noted that as a non-
operator, Northern does not have rig, 
drilling or midstream contracts and has 
no personnel at the field level, which 
limits its corporate operational and 
financial obligations.

The deal represents Reliance’s exit 
from Appalachia. Reliance, led by 
billionaire Mukesh Ambani, has been 
diversifying away from its mainstay 
energy arm to consumer-facing busi-
nesses in recent years. In 2017, the 
company sold a chunk of its Marcel-
lus assets located in northeastern and 
central Pennsylvania for $126 million 
to Kalnin Ventures LLC.

The effective date is July 1, 2020. 
The deal is expected to close in April.

BofA Securities is lead financial 
adviser to Northern. Kirkland & Ellis 
LLP is legal adviser. Wells Fargo 
Securities is co-adviser. Citigroup 
Global Markets Inc. is financial 
adviser to Reliance and Gibson, Dunn 
& Crutcher LLP is legal adviser.

—Emily Patsy and Darren Barbee

>$250MM in Potential Value Upside

$175MM

>$425MM

Cash Purchase Price

• Transaction
underwritten on basis
of Chevron as operator,
significant 
opportunities for
improvement

Capex Reductions

• Opportunity for ~15%
reduction from previous
operator $/ft D&C by
moving inline with EQT
targets

• Recent WIP D&C cost
proposals below $700/ft

Productivity Uplift

• EQT’s current wells in
this area have >20%
productivity compared
to previous operator

Undeveloped
Inventory

• Assumes asset is run in
maintenance case for
2025+ (~8 net wells per

• Significant undeveloped 
resource

• 7 undeveloped locations
have been converted into
new WIPs already 

Total ValueG&A Savings

• Estimated G&A
reduced by >2/3 in
2021 and 2022 vs. 2020
based on most recent
budget proposal

• Previous operator had 
~1,000 employees 
working on the asset at 
one point; EQT is more 
efficient

PDP + WIP PV10

• PDP + WIP PV10
based on reserve
report

Upside From PV20 Reliance Deal
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Canada’s Enerplus Bullish On Bruin’s Bakken Position
CALGARY-BASED ENERPLUS 
Corp. agreed to acquire private 
Williston Basin operator Bruin 
E&P Partners LLC in a multi-
million-dollar cash transaction, the 
company said Jan. 25, that will com-
plement its existing position in the 
Bakken Shale.

Enerplus will acquire all of the 
shares of Bruin E&P HoldCo 
LLC for total cash consideration of 
US$465 million. The company said 
it plans to fund the acquisition with a 
new US$400 million term loan and a 
concurrent $115 million bought deal 
equity financing.

Based in Houston, Bruin E&P 
Partners holds 151,000 net acres 
in the Williston Basin all located 
within North Dakota. The acquisition 
includes 30,000 net acres contiguous 
with Enerplus’ acreage position in 
the Bakken plus significant produc-
tion and development inventory con-
centrated in the Fort Berthold area.

Bruin’s assets include an inventory 
of 149 gross (111 net) drilling loca-
tions including DUCs. The company’s 
current production rate is approxi-
mately 24,000 boe/d (72% tight oil, 
14% NGL and 14% natural gas). 
Proved plus probable reserves were 
about 84.1 MMboe, according to an 
independent reserves report on Bruin’s 
properties effective year-end 2020.

Ian C. Dundas, president and 
CEO of Enerplus, said the enhanced 
operating scale and asset synergies 
resulting from the Bruin acquisi-
tion are expected to drive continued 
efficiency gains and cost reduc-
tions supporting further cash flow 
improvements beyond the compa-
ny’s current forecast.

“This acquisition demonstrates our 
disciplined returns-oriented focus and 
commitment to value creation for our 
shareholders,” Dundas said in a state-
ment. “With immediately adjacent 
acreage offering strong operational 
synergies, Bruin’s assets are highly 
complementary to our existing tier 
1 position in the Bakken and will 
enable us to accelerate free cash flow 
growth and further support our focus 
on providing long term sustainable 
shareholder returns.”

“A Bakken consolidation transac-
tion has been long in the making for 
[Enerplus] ERF CN and while initial 
considerations favored less devel-
oped acreage with more of an inven-
tory focus, we think this deal does 
a nice job adapting to the current 

state of the market, where FCF (free 
cash flow) is king and consolidation 
is desperately wanted,” analysts 
with Tudor, Pickering, Holt & Co. 
wrote in a research note on Jan. 26.

After the acquisition, Enerplus 
estimates it will hold more than a 
decade of drilling inventory capa-
ble of sustaining production at 
2021 levels, with additional drilling 
inventory upside on Bruin’s acreage 
if commodity prices strengthen. The 
company said it will also continue 
to work toward its longer-term ESG 
goals while integrating the Bruin 
asstets, including a 50% reduction 
in greenhouse gas emissions inten-
sity by 2030 and a 50% reduction in 
freshwater use per well completion 
by 2025.

Bruin E&P Partners formed in 
2015, led by Matt Steele, with 
backing from private equity-firm 
ArcLight Capital Partners LLC. 
Following two smallish acquisitions 
in 2016, Bruin bolstered its Bakken 
position in 2017 with a deal for 
Halcón Resources’ (now known 
as Battalion Oil Corp.) Williston 
Basin assets located in the heart of 

the play. The $1.4 billion cash trans-
action was backed by ArcLight.

In July 2020, however, Bruin 
filed for Chapter 11 bankruptcy 
and entered a financial restructur-
ing aimed at eliminating over $840  
million of the company’s funded 
debt. Bruin said it emerged from 
bankruptcy about a month later 
following a comprehensive balance 
sheet restructuring that equitized 
a substantial majority of Bruin’s 
funded debt.

Enerplus said it will not assume 
any debt of Bruin as part of  
the acquisition. The company 
expects to close the Bruin acquisi-
tion in early March.

Stifel FirstEnergy was financial 
adviser to Enerplus. Tudor, Pick-
ering, Holt & Co. and TD Securi-
ties were strategic advisers. RBC  
Capital Markets  and BMO  
Capital Markets are joint book-run-
ners for the new three-year, $400 
million term loan. Vinson & Elkins 
LLP was U.S. legal adviser to Ener-
plus. Blake, Cassels & Graydon 
LLP also acted as legal adviser to 
Enerplus

Combined Enerplus/Bruin Bakken Assets

Williams County
Bruin net acreage: 67,000
Bruin net locations & DUCs: 60

Fort Berthold
Bruin net acreage: 30,000
Bruin net locations & DUCs: 51

Fort
Berthold

Area

Source: Enerplus
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Sumitomo Makes Costly Shale Exit
SUMITOMO CORP. HAS QUIT 
the shale oil business in the U.S. by 
selling its stake in a project in the 
Eagle Ford during last quarter of 
2020, according to company filings.

“We will no longer invest in U.S. 
unconventional oil and gas projects,” 
Sumitomo CFO Masaru Shiomi told 
a news conference while adding that 
the Japanese trading house plans to 
maintain its stake in upstream oil 
projects in the North Sea and keep 
investing in gas projects.

Sumitomo bought a 100% stake 
in 2018 in a field in the Eagle Ford 
Shale in South Texas that was set 
to have peak output of 3,000 boe/d. 
The assets cost less than $50 mil-
lion. Sumitomo reported a loss 

on the Eagle Ford tight oil project 
of about $1 billion yen, or about 
US$9.5 billion.

In September, the company also 
sold its assets in the Marcellus 
Shale for a loss of $7 billion yen, or 
US$66.4 million.

Sumitomo purchased the stake 
despite hefty impairment losses on its 
previous U.S. shale gas and oil assets 
in 2014-15 when slumping prices 
forced international energy compa-
nies and Japanese trading houses to 
write-down their assets.

Sumitomo decided to sell the stake 
last year, the company’s last shale gas 
and oil asset, the spokesman said, 
without giving a reason or a sum for 
the deal. The deal was first reported 

by the Nikkei business daily earlier 
on Feb. 4.

Previously, Sumitomo sold its 
entire stake in a Marcellus shale gas 
project in the U.S. for an undisclosed 
sum in 2020.

Tailwater Gathers Tall Oak’s Oklahoma Midstream Portfolios
TAILWATER CAPITAL LLC 
agreed on Jan. 27 to acquire Tall 
Oak Midstream II and III from 
EnCap Flatrock Midstream for an 
undisclosed amount.

In a joint release, Tailwater said it 
will acquire the Tall Oak III portfolio 
in the Arkoma Basin and, in a sepa-
rate transaction, a majority of assets 
of Tall Oak II, also located within the 
Midcontinent in Oklahoma. Financial 
terms for either transaction were not 
disclosed.

Tall Oak is a midstream service 
provider in the Midcontinent region 
founded in early 2014 by an Okla-
homa City-based team comprised of 
CEO Ryan D. Lewellyn, CFO Max 
J. Myers, CCO Carlos P. Evans and 
COO Lindel R. Larison.

As part of its acquisition of Tall 
Oak III, Tailwater said it will merge 
the company’s assets with Tailwater’s 
existing portfolio company in the 
same region, Connect Midstream, 
with the Tall Oak team assuming 
operatorship.

Connect Midstream operates 
across three Oklahoma counties in 
the Arkoma STACK basin’s rich gas 
window. Since its formation in 2017, 
Tailwater said Connect Midstream 
has grown its footprint substantially, 
secured a number of dedications 
from leading players in the region 
and completed construction and 
commenced processing operations at 
a processing facility in Oklahoma’s 
Coal County.

“These transactions are the next 
logical step in both Tailwater and 
Connect Midstream’s long-term 
Arkoma STACK consolidation and 
growth strategy and will significantly 
expand our footprint and processing 
capacity in the liquids-rich Arkoma 
Basin,” Jason Downie, co-founder 
and managing partner of Dal-
las-based Tailwater Capital, said in a 
statement on Jan. 27.

Brandon Webster, president and 
CEO of Connect Midstream, also 
commented: “It has been a privilege 
to partner with the Tailwater team over 
the past few years. One of our driv-
ing principles has been centered on 
nimble, strategic decision making and 
this transaction is no exception. We 
are proud of the system we have built 
at Connect Midstream and believe the 
Tall Oak team is perfectly situated to 
drive its continued growth.”

Tall Oak III, formed in 2017 with 
an initial equity commitment of up to 
$200 million from EnCap Flatrock, 
currently operates more than 120 
miles of low-pressure and high-pres-
sure pipelines in the Arkoma Basin. 
The company also recently developed 
the Panther Creek Plant that moves 
processed gas to MarkWest Energy 
Partners LP’s Arkoma Connector.

Lewellyn, who also serves as pres-
ident of Tall Oak, said the agreement 
with Tailwater Capital and Connect 
Midstream position the Tall Oak com-
panies for increased market leadership 
and sustainable, long-term success.

“These transactions will pro-
vide our business with tremen-
dously improved system capacity 
infrastructure and an increasingly 
diverse customer base, positioning 
us to compete with larger peers in 
the region and to capitalize on a  
number of exciting opportunities 
alongside our new partners at Tail-
water,” Lewellyn said in a statement 
on Jan. 27.

Tailwater said its acquisition of 
Tall Oak II did not include its assets 
in Oklahoma’s Custer County, which 
EnCap Flatrock Midstream will 
retain ownership of in a new entity 
that will also be managed by the Tall 
Oak management team.

Founded in 2015 with an initial 
equity commitment of up to $300 
million from EnCap Flatrock, Tall 
Oak II was established to pursue 
greenfield and acquisition opportuni-
ties in oil and gas plays across North 
America. Tall Oak II’s portfolio 
currently consists of over 750 miles 
of low and high-pressure gathering 
lines across eight Oklahoma coun-
ties in the STACK extension.

Tudor, Pickering, Holt & Co. 
is exclusive financial adviser and 
Thompson & Knight LLP provided 
is counsel to Tailwater Capital and 
Connect Midstream. Winston & 
Strawn LLP is legal counsel to Tall 
Oak Midstream and Shearman & 
Sterling LLP to EnCap Flatrock 
Midstream.

—Emily Patsy
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GOM
n INPEX Corp. said Feb. 2 that it had 
acquired another 2.3546% of the par-
ticipating interest in the Lucius and 
Hadrian North fields previously held 
by ExxonMobil Corp.

The acquisition increases INPEX’s 
participating interest in the fields to 
10.10769% from 7.75309%.

Under the operatorship of Occiden-
tal Petroleum Corp., INPEX and its 
project partners are jointly developing, 
producing and marketing crude oil 
and natural gas from the Lucius Field 
located in the U.S. Gulf of Mexico’s 
Keathley Canyon blocks 874, 875, 918 
and 919 and the Hadrian North Field 
located in blocks 918 and 919.

The Lucius Field is located about 
380 kilometers offshore Louisiana, 
where the water is about 2,200 meters 
deep.

Production of crude oil and natural 
gas at the Lucius Field began in January 
2015. The Hadrian North Field, which 
lies in the vicinity of the Lucius Field, 
was unitized with the Lucius Field in 
2017 and thereafter has been jointly 
developed with the Lucius Field using 
the Lucius Field’s production facilities. 
Production of crude oil and natural gas 
at the Hadrian North Field began in 
April 2019. 

PERMIAN
n ConocoPhillips Co. completed its 
acquisition of Concho Resources 
Inc., one of the largest independent 
producers in the Permian Basin, fol-
lowing approval by shareholders of 
both companies, ConocoPhillips said 
in a Jan. 15 release.

The all-stock transaction, which 
was valued at about $13.3 billion 
when it was announced in late Octo-
ber, was the biggest deal of 2020. 
The agreement was comprised of the 
exchange of 1.46 shares of Cono-
coPhillips for each Concho share.

The Concho acquisition gives Con-
ocoPhillips about 700,000 net acres 
in the Permian Basin—more than 
quadruple the size of its previous 
position in the Permian—which the 
Houston-based company expects to 
be a cornerstone in its global portfolio.

“This acquisition results in the 
combination of two premier com-
panies that can lead the structural 
change for our vital industry that’s 
critical to investors,” Ryan Lance, 
chairman and CEO of ConocoPhil-
lips, said in a statement on Jan. 15. 
“We expect the company to deliver 

differential performance on three 
key mandates: providing affordable 
energy to the world, generating 
superior returns on and of capital and 
demonstrating ESG leadership.”

Lance also welcomed Tim Leach to 
the ConocoPhillips’ board of directors 
and executive leadership team. Upon 
closing of the transaction, Leach, pre-
viously Concho’s chairman and CEO, 
agreed to join ConocoPhillips as exec-
utive vice president of the company’s 
Lower 48 operations.

Based in Midland, Texas, Concho 
was one of the largest unconventional 
shale producers in the Permian Basin, 
with positions in both the Delaware and 
Midland sub-basins, and the fifth-larg-
est producer by volume in the basin. 
The company’s total production for the 
second quarter was 319,000 boe/d.

Including its now “core-of-the-
core” acreage position in the Permian 
Basin, ConocoPhillips also has posi-
tions in the Eagle Ford and Bakken 
in the Lower 48 and the Montney in 
Canada. Pro forma, the company said 
it will produce over 1.5 million boe/d 
across its global portfolio.

CANADA
n Norway’s Equinor ASA said on Jan. 
20 it has sold its stake in Athabasca 
Oil, a Canadian oil sands firm. Major-
ity state-owned Equinor sold 100 
million shares, representing an 18.8% 
stake in Athabasca, for a total of C$18 
million (US$14.2 million).

Equinor, formerly called Statoil, 
received the shares in 2017 as part of 
a deal to sell its Kai Kos Dehseh oil 
sands project in the Canadian province 
of Alberta.

“This was just a financial holding 
that was part of the deal when we 
exited... We have no other interests 
onshore Canada now,” an Equinor 
spokesman said.

Athabasca produced 20,200 bbl/d 
of oil sands crude in the third-quarter 
2020, accounting for about two-thirds 
of its total output, according to regu-
latory filings.

In 2017, Equinor pledged not 
to invest in oil sands, a heavy oil 
resource, production of which requires 
more energy than production of con-
ventional sources and thus resulting in 
higher greenhouse gas emissions.

UK
n Royal Dutch Shell Plc said on Jan. 
25 it was acquiring the owner of the 
U.K.'s largest public electric vehicle 

(EV) charging network, Ubitricity, 
for an undisclosed amount.

The deal for the company that has 
over 2,700 on-street charge points in 
the country is expected to be completed 
late this year.

Electric vehicle sales are set to con-
tinue to soar in 2021, industry analysts 
and car distributors have said, as more 
models are brought to the market and 
governments push for use of cleaner 
energy to achieve climate goals.

The European Commission has 
already outlined plans to further tighten 
car CO2 limits as part of its proposal for 
a tougher 2030 EU climate goal.

"This acquisition marks Shell's 
expansion into the fast-growing 
on-street EV charging market and will 
provide critical competencies, helping 
Shell to scale its overall EV charging 
offer," Shell said in a statement.

The oil giant is aiming to become a 
net-zero emissions energy business by 
2050 or sooner.

NORTH SEA
n Oil producer EnQuest Plc agreed to 
buy Suncor Energy Inc.’s 27% stake 
in the Golden Eagle fields in the U.K. 
North Sea for $325 million, roughly 
equivalent to its market cap, on the 
back of a planned debt refinancing and 
equity raise, it said on Feb. 4.

The company, which has net debt 
of around $1.3 billion, said the deal 
would add around 10,000 boe/d to its 
output and $100 million in net present 
value, meaning the difference between 
projected earnings and costs. The 
Golden Eagle development area com-
prises the producing Golden Eagle, 
Peregrine and Solitaire fields.

Golden Eagle, operated by Chi-
nese-owned oil and gas firm CNOOC, 
would earn EnQuest around $13 mil-
lion a month, CFO Jonathan Swinney 
said.

The transaction includes additional 
contingent consideration tied to future 
oil prices of up to $50 million payable 
in the second half of 2023. As part of 
the agreement EnQuest can also deduct 
money earned between January and the 
closing of the deal, expected by the end 
of the third quarter pending EnQuest 
reaching a refinancing package with its 
banks, from the purchase price.

EnQuest has accumulated so-called 
tax losses in Britain amounting to 
around $3 billion, which it can offset 
against future profits, making addi-
tional production an attractive tax 
proposition.
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1 Ebers Drilling has staked 
a deeper pool test in an aban-
doned one-well field in north-
western Jackson County, Ill. IHS 
Markit reported that #3-24 Mari-
lyn Luehr is scheduled to reach a 
total depth of 1,500 ft and will be 
targeting oil pays in Salem Lime. 
The Shiloh Hill South Field test 
will be in Section 24-7s-5w. The 
lone completion is in Section 25 
at #1 Marilyn Luehr. The 2001 
discovery was tested pumping 
2 bbl of crude per day from 
Paint Creek at 949-952 ft. It was 
drilled 1,550 ft. There has been 
no other production in this part 
of Jackson County. Ebers Drill-
ing is based in Chester, Ill.

2  Ascent  Resources 
announced results from a Utica 
Shale completion in Section 
6-8n-5w of Belmont County, 
Ohio. The #4H Bannock UNN 
BL was drilled to a total depth 
of 21,877 ft and has a true verti-
cal depth of 9,169 ft. It initially 
flowed 32.845 MMcf of gas per 
day. Additional completion is 
not currently available. Ascent’s 
headquarters are in Oklahoma 
City.

3  Ascent  Resources 
announced results from two 
high-volume Utica Shale gas 
completions in Belmont County, 
Ohio. The wells were drilled 
from a Stitt Field pad in Section 
14-7n-4w. IHS Markit reported 
that #6H Henderson E RCH BL 
initially flowed at a 24-hour rate 
of 40.01 MMcf of gas and 176 
bbl of water. Drilled to 25,256 
ft, the true vertical depth is 9,769 
ft, and production is from perfo-
rations at 9,941-25,128 ft. The 
offsetting #4H Henderson W 
RCH BL was drilled to 24,569 ft, 
9,758 ft true vertical. It produced 
38.581 MMcf of gas and 393 bbl 
of water per day from perfora-
tions at 9,790-24,448 ft.

4 In Harrison County, Ohio, 
Houston-based EAP Ohio LLC 
completed a Utica Shale gas 
producer that was tested flowing 
35.579 MMcf of gas and 2,112 
bbl of water per day. The #1H 
Hanchin 9-11-4 was drilled in 
Section 9-11n-4w to 17,043 ft, 
and the true vertical depth is 
8,610 ft. The Amsterdam Con-
solidated Field discovery is 
producing from an acidized and 
fractured zone between 8,863 ft 
and 16,900 ft.

5 Results from a Cadiz Con-
solidated Field-Utica Shale dis-
covery were reported by Ascent 
Resources. Located in Section 
35-7n-3w in Ohio’s Jefferson 
County, #1H Packer NW MTP JF 
produced 39.04 MMcf of gas and 
172 bbl of water per day from 
perforations at 9,894-25,073 ft. 
It was drilled to a total depth of 
25,217 ft, and the true vertical 
depth is 9,195 ft.

6 Denver-based Antero 
Resources Corp. completed 
a Marcellus Shale discovery in 
Doddridge County, W.Va. The 
Smithton-Flint-Sedalia Field 
well, #1H Schrader Unit, is in 
Union West Dist., Smithburg 7.5 
Quad. It was drilled to a total 
depth of 17,486 ft, and a true 
vertical depth of 7,183 ft. It ini-
tially flowed 68 bbl of oil, 13.359 
MMcf of gas per day. Production 
is from perforations at 7,632-
17,357 ft.

7 Three Washington County, 
Pa.,  Marcellus Shale wells 
were completed by Range 
Resources in Washington-Tay-
lorstown Field. The comple-
tions were drilled from a pad in 
Donegal Township Claysville 7.5 
Quad. The #8H Gillett Ann Unit 
was drilled to 14,308 ft, and the 
true vertical depth is 6,507 ft. It 
initially flowed 6.264 MMcf of 
gas per day from perforations at 
6,852-14,231 ft with a shut-in 
casing pressure of 1,400 psi. 
The #9H Gillett Ann Unit has 
a total depth of 12,229 ft and a 
true vertical depth of 6,604 ft. 
It produced 6.192 MMcf of gas 
per day after 24-stage fractur-
ing from a perforated zone at 
7,461-12,152 ft. The #10H Gil-
lett Ann Unit was tested flow-
ing 5.376 MMcf of gas per day 
and produces from perforations 
at 7,820-12,180 ft after 23-stage 
fracturing. It was drilled to 
12,261 ft, 6,572 ft true vertical. 
Range’s headquarters are in Fort 
Worth, Texas.

8 Results from two Lycoming 
County, Pa., Marcellus Shale 
wells were announced by Hous-
ton-based Alta Resources. The 
wells were drilled from a Salla-
dasburg field drillpad in Section 
2, Waterville 7.5 Quad, Cum-
mings Township. The #1003H 
Cop Tract 357 had a planned 
depth of 19,384 ft and a planned 
true vertical depth of 8,524 ft. 
It was tested after 55 stages of 
fracture stimulation and pro-
duced 12.234 MMcf of gas per 
day from perforations at 8,897-
18,936 ft. The #1005H Cop Tract 
357 flowed 10.745 MMcf of 
gas per day from perforations at 
9,073-17,944 ft. The venture was 
drilled to 18,053 ft, and the true 
vertical depth is 8,651 ft.
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9 A Tioga County, Pa., Mar-
cellus completion was reported 
by Southwestern Produc-
tion Co. The #1H Connolly B 
is in Section 4 Liberty 7.5 Quad, 
Liberty Township. It produced 
21.552 MMcf of gas per day. It 
was drilled to 15,170 ft, and the 
true vertical depth is 7,059 ft. 
Gauged on an unreported choke 
size, the shut-in casing pressure 
was 2,977 psi. Production is from 
fractured perforations between 
7,774 ft and 15,082 ft. South-
western’s headquarters are in 
Spring, Texas.

10  A Chesapeake Oper-
ating Inc. Marcellus Shale 
discovery was tested flowing 
49.54 MMcf of gas per day. The 
#102HC McEnaney, accord-
ing to IHS Markit, is in Asy-
lum Field and has a total depth 
of 21,488 ft and a true vertical 
depth of 7,702 ft. The Bradford 
County, Pa., well is in Section 
1, Colley 7.5 Quad, Terry Town-
ship. Drilled to 21,488 ft, 7,702 
ft true vertical, production is 
from a fracture-stimulated zone 
at 8,456-21,468 ft. Tested on 
an unreported choke size, the 
shut-in casing pressure was 3,755 
psi. Chesapeake’s headquarters 
are in Oklahoma City.

11  In Pennsylvania’s Sul-
livan County, Chesapeake 
Operating Inc. completed a 
Mehoopany Field-Marcellus 
Shale well. Located in Section 
6, Colley 7.5 Quad Colley Town-
ship, #6H Pond Family initially 
flowed 25.34 MMcf of gas per 
day with a shut-in casing pres-
sure of 3,901 psi. It was drilled 
to a total depth of 16,259 ft with 
a true vertical depth of 8,863 ft.

12  A Bradford County, Pa., 
Marcellus Shale well was com-
pleted by Chesapeake Oper-
ating Inc. Located in Section 
8, Laceyville 7.5 Quad, Wilmot 
Township, #2H Hattie N, initially 
flowed 48.034 MMcf of gas per 
day. It was drilled to 14,724 ft, 
and the true vertical depth is 
6,615 ft. The Asylum Field well 
was tested after 31-stage frac-
turing, and production is from a 
perforated zone between 7,144 ft 
and 14,710 ft.
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1 Denver-based SM Energy 
Co. announced results from 
an Austin Chalk completion in 
Webb County (RRC Dist. 4), 
Texas. The Lorenzo Field well, 
#379H Briscoe B (SA1), is in 
Section 72, Block 7, I&GN 
RR CO Survey, A-130. It was 
drilled to 18,922 ft, 6,267 ft 
true vertical. It had a daily flow 
rate of 988 bbl of 57° API oil, 
with 3,177 MMcf of gas and 
3,215 bbl of water. Gauged on 
a 36/64-inch choke, the flowing 
tubing pressure was 1,057 psi, 
and the flowing casing pressure 
was 1,057 psi. Production is 
from a fracture-stimulated zone 
at 6,885-18,913 ft.

2 Two La Salle  County 
(RRC Dist. 1), Texas, Eag-
leville Field completions were 
announced by Houston-based 
EOG Resources Inc .  The 
Eagle Ford Shale producers 
were drilled from a pad in Sec-
tion 276, Charles Patton Survey, 
A-747. The #3H Mackerel C 
was drilled to 22,947 ft (9,402 
ft true vertical). It was tested 
flowing 1,474 bbl of 39° API 
oil, 780,000 cu ft of gas and 529 
bbl of water per day. Production 
is from fractured perforations 
at 9,282-22,944 ft. It was tested 
on a 58/64-inch choke with a 
flowing casing pressure of 693 
psi. The #2H Mackerel B was 
drilled to 22,970 ft, and the true 
vertical depth is 9,404 ft. It was 
tested flowing 1,845 bbl of 40° 
API oil, 1.09 MMcf of gas and 
590 bbl of water per day from 
fractured perforations at 9,304-
22,883 ft. It was tested on a 
64/64-inch choke, and the flow-
ing casing pressure was 715 psi. 
Production is from perforations 
between 9,304 ft and 22,883 ft.

3 Millennium Exploration 
recently completed two Austin 
Chalk wells in Texas’ Peach 
Creek Field. The Gonzales 
County (RRC Dist. 1) venture, 
#3H Chalk Talk B, was tested 
flowing 420 bbl of 33° API 
crude and 80,000 cu ft of gas 
per day through an openhole 
interval at 7,591-11,818 ft. The 
horizontal well was drilled to 
11,818 ft (7,844 ft true verti-
cal). It is on a 1,000-acre lease 
in Section 1, Sarah Seeley Sur-
vey, A-60. The horizontal well 
bottomed about 1 mile to the 
northeast in Section 2, Jonathan 
Cottle Survey, A-10. Within 
one-half mile to the northwest, 
#1H Chalk Talk A was tested 
flowing at a daily rate of 419 bbl 
of 35° API crude and 80,000 cu 
ft of gas through a natural open-
hole interval at 7,597-12,185 
ft. The horizontal oil well was 
drilled to 12,185 ft (7,825 ft true 
vertical.) Millennium Explora-
tion is based in San Antonio.

4 A Panola County (RRC 
Dist. 6), Texas, Haynesville dis-
covery initially flowed 21.424 
MMcf of gas per day. Rock-
cliff Energy Operating’s #2H 
Medlin-Youngblood HV Unit B 
is in Carthage Field in Stephen 
W Mimms Survey, A-449 1088. 
It was drilled to 20,558 ft, and 
the true vertical depth is 11,226 
ft. It was tested flowing 21.424 
MMcf of gas per day. Gauged 
on a 28/64-inch choke, the flow-
ing casing pressure was 6,799 
psi, and production is from a 
fractured and perforated zone at 
11,522-20,423 ft.

5 Trinity Operating has 
completed two Caddo Parish, 
La., Haynesville Shale wells 
from a pad in Section 25-18n-
16w. Both wells bottomed about 
2 miles to the north in Section 
13. IHS Markit reported that 
#2-Alt Herold 24-13H flowed 
10.283 MMcf of gas per day 
through perforations at 11,494-
21,355 ft. The flowing casing 
pressure was 6,451 psi when 
tested on a 23/64-inch choke. It 
was drilled to 21,598 ft (11,044 
ft true vertical). The offsetting 
#3-Alt Herold 24-13H was 
tested flowing 11.913 MMcf of 
gas per day from perforations at 
11,327-21,267 ft. It was drilled 
to 21,495 ft (10,911 ft true  
vertical). The parallel wells 
were placed in Greenwood- 

Waskom Field. Trinity is based 
in Houston.

6 Vine Oil & Gas announced 
results from two Haynesville 
Shale discoveries drilled from 
a Red River-Bull Canyon Field 
pad in Section 9-13n-12w in 
Louisiana’s De Soto Parish. The 
#2-Alt Desoto Fam 16-21 HC 
was drilled to 20,200 ft, 13,500 ft 
true vertical. It produced 22.694 
MMcf of gas per day from per-
forations at 12,677-20,180 ft. 
Gauged on a 16/64-inch choke, 
the flowing casing pressure was 
8,614 psi. The offsetting #1-Alt 
Desoto Fam 15-22 HC was 
drilled to a total depth of 22,600 
ft and a true vertical depth of 
12,234 ft. It flowed 29.496 
MMcf of gas per day during 
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testing on a 16/64-inch choke 
with a flowing casing pressure 
of 8,554 psi. Production is from 
perforations at 13,299-22,580 
ft. Vine Oil and Gas is based in 
Plano, Texas.

7 In De Soto Parish, La., Okla-
homa City-based Chesapeake 
Operating Inc. completed 
a Red River-Bull Bayou Field 
well. The #2-Alt Rachal 6-13-11 
H initially flowed 20.22 MMcf 
of gas per day from Haynesville 
Shale. Located in Section 6-13n-
11w, the venture was drilled to 
17,695 ft with a true vertical 
depth of 12,443 ft. It was tested 
on a 25/64-inch choke, and the 
flowing casing pressure was 
8,015 psi. Production is from 
perforations at 13,119-17,665 ft.

8 According to IHS Markit, 
Eni is under way at a develop-
ment test in Pegasus Field, a 
Green Canyon area reservoir 
brought online by the company 
in 2008. The #3 OCS G25142 
is in the north-central part of 
Block 385 and area water depth 
is approximately 3,600 ft. Green 
Canyon Block 385 production 
comes from two subsea wells 
in the northern half of the tract. 
In August 2020, reservoir out-
put was 23,290 bbl of crude and 
37.2 MMcf of gas from Williana 
(Pleistocene) at 12,660-12,952 ft 
and Miocene at 13,165-13,260 ft. 
Eni is based in Rome.

9 A Miocene producer was 
announced by Beacon Off-
shore Energy in Mississippi 

C a ny o n  B l o c k  7 9 4 .  T h e 
Hous ton-based  company’s 

#0SS001S1B OCS G34909 
ST01BP00 flowed 6,912 bbl 
of 31° API oil, 7.049 MMcf of 
gas and 16 bbl of water per day 
from Miocene perforations at 
20,386-20,514 ft. It was drilled 
to 24,193 ft, and the true vertical 
depth was 23,928 ft. Tested on 
a 38/64-inch choke, the flowing 
tubing pressure was 9,970 psi.

10  Anadarko Petroleum 
Corp., according to IHS Markit, 
has filed a new drilling plan 
for a three-block prospect west 
of the company’s King/Horn 
Mountain Field. More than 10 
tests are planned for various 
surface locations on Missis-
sippi Canyon Block 124 (OCS 
G35315),  Block 125 (OCS 
G35316) and Block 168 (OCS 
G35319). Water depth in the 
area is 4,500 ft. First production 
from the multi-block King/Horn 
Mountain Field was reported in 
2002 with production coming 
from a range of Pliocene and 
Miocene perforations at 11,000-
19,000 ft. Subsea wells in the 
area are tied back to the Horn 
Mountain spar facility on Block 
127. Anadarko is a subsidiary of 
Occidental Petroleum.

11 Shell Oil Co., based in 
Houston, announced results 
from a Mississippi Canyon 
Block 807 discovery.  The 
#1-MB001S0B OCS G07963 
ST00BP01 was tested flowing 
at a 24-hour rate of 6,895 bbl of 
23° API oil, with 5.285 MMcf 
of gas and 766 bbl of water 
from Pliocene. It was drilled 
to 12,715 ft and a true vertical 
depth of 11,853 ft. Gauged on 
a 21/64-inch choke, the flow-
ing tubing pressure was 861 psi. 
Production is from a perforated 
zone at 12,444-79 ft.
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1 Two Reeves County (RRC 
Dist. 8), Texas, Wolfcamp wells 
were completed by Anadarko 
Petroleum Corp. The ventures 
were drilled from a single pad 
in Section 40, Block 56, T&P 
RR CO Survey, A-3373 in 
Phantom Field. The #3H Grif-
fin State 56-3-41 Unit produced 
1,071 bbl of 53.4° API oil, 4.029 
MMcf of gas per day from per-
forations at 11,011-18,327 ft. 
Drilled to 18,454 ft, the true ver-
tical depth is 10,780 ft. It was 
tested on a 64/64-inch choke. 
The flowing tubing pressure was 
1,381 psi, and the shut-in tubing 
pressure was 2,481 psi. The off-
setting #2H Griffin State 56-3-
41 Unit was drilled to 18,197 
ft (10,668 ft true vertical). It 
flowed 923 bbl of 53° API con-
densate and 3.717 MMcf of gas 
per day from perforations at 
10,756-18,072 ft. Gauged on a 
64/64-inch choke, the flowing 
tubing pressure was 1,342 psi, 
and the shut-in tubing pressure 
was 2,361 psi. Anadarko Petro-
leum is a subsidiary of Occi-
dental Petroleum.

2 Four Triple X Field-Bone 
Spring wells were completed 
b y  H o u s t o n - b a s e d  E O G 
Resources Inc. The discover-
ies were drilled from a pad in 
Lea County, N.M., in Section 
32-23s-33e. The #201H Hem-
lock 32 was drilled to 14,523 
ft with a true vertical depth 
of 9,516 ft. It initially flowed 
4,093 bbl of 44° API oil, 6.485 
MMcf of gas and 1,585 bbl of 
water per day from perforations 
at 9,732-14,500 ft. Tested on a 
128/64-inch choke, the flowing 
casing pressure was 567 psi. The 
offsetting #202H Hemlock 32 
State was drilled to 14,813 ft 
(9,825 ft true vertical). It pro-
duced 2,338 bbl of 44° API oil, 
3.697 MMcf of gas and 1,581 
bbl of water per day from perfo-
rations at 10,070-14,790 ft with 
a flowing casing pressure of 
532 psi. The #203h Hemlock 32 
State has a total depth of 14,496 
ft and a true vertical depth of 
9,550 ft. It flowed 3,428 bbl 
of 44° API oil, 6.01 MMcf of 
gas and 1,753 bbl of water per  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

day from perforations at 9,848-
14,471 ft with a flowing casing 
pressure of 553 psi. The #204H 
Hemlock 32 State flowed 2.446 
bbl of 44° API oil, 4.403 MMcf 
of gas and 1,800 bbl of water 
per day. It was drilled to 14,786 
ft, 9,841 ft true vertical, and is 
producing from a perforated 
zone at 10,090-14,746 ft with a 
flowing casing pressure of 541 
psi.

3 Oklahoma Ci ty-based 
Devon Energy Co. completed 
a Brinninstool West Field-Wolf-
camp well in New Mexico’s 
Lea County. The #108H This-
tle Unit initially flowed 5,453 
bbl of oil 9.779 MMcf of gas 
daily with a flowing casing 
pressure of 805 psi. It is in 
Section 21-23s-33e and was 
drilled to 28,045 ft and a true 
vertical depth of 12,610 ft. Pro-
duction is from perforations 
between 12,574 ft and 27,930 ft. 
 
 
 
 

4 Two Ward County (RRC 
Dist. 8), Texas, Wolfcamp wells 
were completed by Oklahoma 
City-based WPX Energy . 
The Phantom Field wells were 
drilled from a pad in Section 14, 
Block 17, University Lands Sur-
vey, A-U53. The #1H University 
Lands Cathedral 1516-17 A has 
a total depth of 21,926 ft and 
a true vertical depth of 11,389 
ft. It produced 1,507 bbl of 38° 
API oil, 1.768 MMcf of gas and 
1,173 bbl of water daily. It was 
tested on a 46/64-inch choke 
with a flowing casing pressure 
of 691 psi from fractured per-
forations 11,727-21,818 ft. The 
#4H University Lands Cathedral 

1516-17 D initially flowed 1,420 
bbl of 38° API oil, with 1.688 
MMcf of gas and 1,188 bbl of 
water per day from fractured 
perforations at 11,566-20,919 
ft. It was drilled to 21,680 ft, 
11,482 ft true vertical. Gauged 
on a 52/64-inch choke, the flow-
ing tubing pressure was 582 psi, 
and the shut-in casing pressure 
was 585 psi.

5 XTO Energy Inc. com-
pleted three Spraberry produc-
ers in Texas’ Upton County 
(RRC Dist. 7C). The wells were 
completed from a pad in Sec-
tion 37, Block 40, T&P RR CO 
Survey, A-1356. The #0124SH 
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Davidson Unit 1 was drilled to 
20,880 ft, 8,935 ft true vertical. 
It produced 328 bbl of 41° API 
oil, 575,000 cu ft of gas and 
no reported water per day from 
perforations at 10,454-20,716 
ft. The #0145SH Davidson Unit 
1 was drilled to 20,675 ft, 8,734 
ft true vertical. It was tested 
flowing 902 bbl of 41° API oil 
with 1.127 MMcf of gas and 
no reported water per day. Pro-
duction is from perforations at 
10,228-20,545 ft. The #0144SH 
Davidson Unit 1 initially flowed 
728 bbl of 41° API oil, 1.129 
MMcf of gas and not reported 
water per day. It was drilled to 
20,673 ft with a true vertical 

depth of 8,750 ft and production 
is from perforations at 10,223-
20,497 ft. XTO is a subsidiary 
of Exxon Mobil.

6 CrownQuest Operating 
announced results from two 
wells drilled in Midland County 
(RRC Dist. 8), Texas. The Spra-
berry Field pad is in Section 18, 
Block 36, T&P RR CO Survey, 
A-956. The #1HA Avogadro was 
tested flowing 1,656 bbl of 39° 
API oil, with 1.736 MMcf of 
gas and 1,048 bbl of water per 
day from Dean at 8,867-19,006 
ft. Drilled to 19,215 ft, the true 
vertical depth is 8,577 ft. The 
offsetting #101HD Avogadro 

flowed 1,964 bbl of 39° API oil, 
2.134 MMcf of gas and 1,086 
bbl of water daily from Wolf-
camp perforations at 10,441-
20,481 ft. It was drilled to 
20,690 ft, 10,104 ft true vertical. 
CrownQuest is based in Mid-
land, Texas.

7 A Garden City South Field-
Strawn well was announced by 
Midland, Texas-based Moriah 
Operating LLC. According 
to IHS Markit, the horizontal 
venture was drilled on a 638.6-
acre West Texas lease in Scurry 
County (RRC Dist. 8A), Texas. 
The #1H JMB was tested pump-
ing 291 bbl of 40.9°oil and 
348,000 cu ft of gas per day. 
Acid- and fracture-treated perfo-
rations are at 7,934-12,582 ft. It 
was drilled to 12,696 ft in Sec-
tion 26, Block 3, H&TC RR Co. 
Survey, A-2913, and the lateral 
bottomed about 1 mile to the 
south-southeast in Section 50.

8 Cit izen Energy I I I 
announced results from a Grady 
County, Okla.,  completion. 
The #1H-31 AR-JO McComas 
initially flowed 158 bbl of 53° 
API condensate, 1.545 MMcf 
of gas and 9,778 bbl of water 
per day from Mississippian. The 
Watonga-Chickasha Trend well 
was drilled in Section 31-10n-
7w to a total depth of 17,210 
ft and a true vertical depth of 
12,061 ft. Gauged on 22/64-inch 
choke, the flowing tubing pres-
sure was 1,569 psi. Production 
is from a perforated zone at 
12,180-17,139 ft. Citizen Ener-
gy’s headquarters are in Tulsa. 
 
 
 
 
 
 
 
 
 
 
 
 
 

9 A Woodford producer was 
completed in Hughes County, 
Okla., by Calyx Energy III. The 
Dustin Field discovery, #3-24-
13WH Truman, is in Section 
30-9n-12e. It was tested flowing 
7.597 MMcf of gas and 3,757 
bbl of water per day. Drilled to 
15,157 ft, the true vertical depth 
is 4,066 ft with a flowing tubing 
pressure of 285 psi. Production 
is from a perforated zone at 
5,053-15,015. Calyx is based in 
Littleton, Colo.

10 In Scipio Northwest Field, 
Calyx Energy III completed a 
Woodford Shale well in McIn-
tosh County, Okla. The #3-17-
20WH Tesla was drilled to a 
total depth of 15,632 ft with a 
true vertical depth of 5,088 ft 
in Section 8-8n-13e. It flowed 
8.169 MMcf of gas and 3,183 
bbl of water per day. Tested on 
an unreported choke size, the 
flowing tubing pressure was 
228 psi. Production is from 
fracture-treated perforations at 
5,492-15,540 ft.
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1 EP Energy Co. has per-
mitted two horizontal Altamont 
Field tests at the company’s 
Snowbird pad in Utah’s Duch-
esne County. The #12-16-15-
C5-1H Snowbird has a planned 
depth of 19,402 ft and will be 
in Section 17-3s-5w. The lateral 
will be drilled 2 miles to the east 
and will bottom in Section 15. 
The proposed true vertical depth 
is 9,078 ft in Uteland Buttes. 
The offsetting #13-16-15-C5-2H 
Snowbird is permitted to 19,241 
ft (9,030 ft true vertical). The 
horizontal Uteland Buttes leg 
will bottom 2 miles to the east, 
also in Section 15. E&P Ener-
gy’s headquarters are in Hous-
ton.

2 Denver-based Caerus Oil 
& Gas LLC completed five 
directionally dril led Grand 
Valley Field wells from a pad 
in Colorado’s Garfield County 
at the ELU A24 Fed prospect. 
The pad is in Section 24-4s-
96w and all of the completions 
produced from commingled 
Williams Fork, Ohio Creek 
and Cameo perforations. The 
#11A-24 496 was drilled to 
12,570 ft and flowed 768,000 
cu ft of gas per day from per-
forations at 8,550-12,409 ft 
after 15-stage fracturing. The 
#11B-24 496 was drilled to 
12,560 ft and flowed 506,000 
cu ft of gas per day from perfo-
rations at 8,532-12,267 ft after 
14-stage fracturing. The #15D-
13 496 was drilled to 12,597 
ft and flowed 239,000 cu ft of 
gas per day from perforations at 
8,577-12,450 ft after 14-stage 
fracturing. The #24C-14 496 
was drilled to 12,597 and ini-
tially flowed 189,000 cu ft of 
gas per day from perforations at 
8,760-12,563 ft after 15-stage 
fracturing. The #24D-14 496 
was drilled to 12,716 ft and pro-
duced 520,000 cu ft of gas per 
day from perforations at 8,731-
12,605 ft after 15-stage fractur-
ing.

3 Extraction Oil & Gas 
Inc. announced results from 
three Niobrara completions in 
Weld County, Colo. The Den-
ver-Julesburg Basin wells were 
completed at a pad in Section 
21-5n-65w. The #20W-25-8 AD 
Fed Double Clutch was drilled 
to 19,515 ft, 6,871 ft true ver-
tical. It initially flowed 422 
bbl of 55° API oil, 3.041 Mcf 
of gas and 720 bbl of water per 
day. It was tested on an 18/64-
inch choke with a flowing tub-
ing pressure of 2,631 psi and a 
flowing casing pressure of 2,869 
psi. Production is from fractured 
perforations at 7,266-19,481 ft. 

The #20W-25-7 AD Fed Dou-
ble Clutch has a total depth of 
19,605 ft and a true vertical 
depth of 7,013 ft. It flowed 477 
bbl of 55° API oil, 3.215 MMcf 
of gas and 674 bbl of water 
daily. Gauged on an 18/64-
inch choke, the flowing tubing 
pressure was 2,687 psi, and the 
flowing casing pressure was 
2,911 psi. Production is from a 
fractured and perforated zone 
at 7,361-19,574 ft. The #20W-
25-6 AD Fed Double Clutch 
produced 492 bbl of 55° API oil, 
3.318 MMcf of gas and 6,744 
bbl of water during a 24-hour 
period. It was drilled to 19,573 
ft, and the true vertical depth is 
6,929 ft. Gauged on an 18/64-
inch choke, the flowing tubing 
pressure was 2,676 psi, and the 
flowing casing pressure was 
2,906 psi. Production is from 
perforations between 7,315 ft 
and 19,528 ft. Extraction’s head-
quarters are in Denver.

4 A Wattenberg Field-Niobr-
ara discovery was announced by 
Denver-based Extraction Oil 
& Gas Inc. in Weld County, 
Colo. The #20W-25-17 AD Fed 
Library is in Section 21-5n-65w 
and was drilled to 19,702 ft 
(6,935 ft true vertical). It flowed 
414 bbl of 55° API condensate 
with 2.5 MMcf of gas and 46 
bbl of water daily It was tested 
on an 18/64-inch choke with a 
flowing tubing pressure of 3,223 
psi and a flowing casing pres-
sure of 3,346 psi. Production is 
from perforations between 7,487 
ft and 19,663 ft.

5 Oklahoma City-based Con-
tinental Resources Inc. com-
pleted an Upper Three Forks 
well in McKenzie County, N.D. 
Located in Section 16-152n-
99w, #16-16H1 Wahpeton was 
tested flowing 2,792 bbl of 45° 
API oil with 3.669 MMcf of 
gas and 1,314 bbl of water per 
day. The Banks Field discovery 
was drilled to 21,383 ft, and the 
true vertical depth is 11,222 ft. 
Production is from a perforated 
zone at 11,588-21,383 ft. It was 
tested on a 40/64-inch choke 
with a flowing casing pressure 
of 140 psi.

6  Kraken  Operat ing 
announced results from three 
Middle Bakken wells drilled in 
Williams County, N.D. The Oli-
ver Field drillpad is in Section 
6-156n-98w. The #4H Hobart 
34-27 was drilled to a total 
depth of 21,215 ft and a true 
vertical depth of 10,601 ft. It 
produced 884 bbl of 40° API oil, 
1.070 MMcf of gas and 1,270 
bbl of water per day. Production 

is from fractured perforations 
at 10,987-21,149 ft. It was 
tested on a 26/64-inch choke, 
and the flowing casing pressure 
was 1,800 psi. The #3H Hobart 
34-27 was drilled to 21,270 ft, 
10,615 ft true vertical. It flowed 
1,144 bbl of 40.6° API oil, 
1.348 MMcf of gas and 1,674 
bbl of water per day. Tested on 
a 26/64-inch choke, the flow-
ing casing pressure was 1,500 
psi, and production is from a 
fractured zone at 11,035-21,204 
ft. The #2H Hobart 34-27 has 
a total depth of 21,140 ft, and 
a true vertical depth of 10,552 
ft. The discovery was tested 

flowing 1,284 bbl of oil, 1.46 
MMcf of gas and 1,546 bbl 
of water per day. The flowing 
casing pressure was 1,400 psi 
during testing on a 26/64-inch 
choke. Production is from frac-
tured perforations at 10,905-
21,074 ft. Kraken’s headquarters 
are in Houston.

7 A Middle Bakken comple-
tion was announced by New 
York City-based Hess Corp. 
in North Dakota’s Williams 
County. The Tioga Field well 
is in Section 25-105n-95w and 
was drilled to 20,154 ft with a 
true vertical depth of 9,583 ft. 
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The #158-95-2526H-2 TI-Sten-
bak produced 1,075 bbl of 43° 
API oil, 1.126 MMcf of gas 
with 2,006 bbl of water per day. 
Tested on a 38/64-inch choke, 
the flowing casing pressure was 
751 psi. Production is from per-
forations at 10,072-19,981 ft.

8 A Charlson Field-Middle 
Bakken producer was reported 
by Petro-Hunt LLC. The McK-
enzie County, N.D., discovery, 
#154-94-31C-32-5H State, was 
drilled in Section 31-154n-94w. 
It flowed 612 bbl of 44° API oil, 
867,000 cu ft of gas and 229 
bbl of water per day. The well 

was drilled to 21,208 ft with a 
true vertical depth of 10,665 
ft and fracture-stimulated in 
49 stages. Tested on a 12/64-
inch choke, the flowing tubing 
pressure was 3,200 psi, and 
production is from perforations 
between 18,125 and 21,034 ft. 
Petro-Hunt’s headquarters are 
in Dallas.

9 Marathon Oil Co. com-
pleted an Upper Three Forks 
well that produced 5,255 bbl 
of oil, 4.508 MMcf of gas and 
6,428 bbl of water daily. The 
Mountrail County, N.D., ven-
ture, #41-3TFH Royal USA, is 

in Section 34-151n-93w and was 
drilled to 21,189 ft, 10,667 ft 
true vertical. The Reunion Bay 
Field producer was tested on 
64/64-inch choke after 45-stage 
fracturing with a flowing casing 
pressure of 1,425 psi, and pro-
duction is from a fractured zone 
at 11,210-21,046 ft.Williston
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INTERNATIONAL
HIGHLIGHTS

1 Guyana
Exxon Mobil is under way at 
exploration well #1-Bulletwood 
in the Canje block of offshore 
Guyana.  According to the 
company, Bulletwood is a 500 
MMbbl bbl oil prospect of Late 
Cretaceous Campanian age and 
is comparable to Exxon Mobil’s 
Liza Field channel complex in 
the Stabroek Block. The well 
will evaluate Upper Cretaceous 
prospects in the Liza play fair-
way with some possible deeper 
reservoir targets. The Canje 
block will be the first block 
offshore to test prospects on 
the basin floor, which have the 
potential to contain larger accu-
mulations of recoverable hydro-
carbons. Irving, Texas-based 
Exxon Mobil is the operator and 
holds a 35% interest with part-
ners with Total (35%), Mid-At-
lantic Oil & Gas (12.5%) and 
Westwood Energy (7.2%).

2 Suriname
Paris-based Total completed 
a new oil and gas discovery in 
offshore Suriname Block 58 at 
#1-Keskesi East. According to 
the company, the well hit a 63-m 
zone of net oil pay with 58 m 
(net) of black oil, volatile oil and 
gas pay in Campano-Maastrich-
tian reservoirs, along with 5 m 
(net) volatile oil pay in Santonian 
reservoirs. The well was drilled 
in approximately 725 m of water, 
and the rig is drilling ahead to a 
deeper Neocomian aged targets. 
Total assumed operatorship of 
Block 58 and #1-Keskesi East in 
2020 with a 50% working inter-
est, and Apache Corp. holds 
the remaining 50%.

3 Brazil
Exxon Mobil has scheduled its 
first offshore Brazil exploration 
well in almost 10 years. The pre-
salt formation venture will be the 
#1-Opal wildcat in Block C-M-
789 in the Campos Basin. The 
company also announced plans 
for a second wildcat at #1-Titan 
in the Tita pre-salt Santos Basin, 
which will be drilled after 
#1-Opal.

4 Norway
Chrysaor Norge has been 
granted a drilling permit to drill 
wildcat well #15/12-25 in pro-
duction license PL 973. The 
area in this license is part of 
Block 15/12, which is about 7 
km northwest of Rev Field. Lon-
don-based Chrysaor Norge is 
the operator with an ownership 
interest of 50% along with part-
ners OKEA (30%) and Petoro 
(20%). This will be the first 
exploration well to be drilled in 
the license.
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Total announced that the company would not 
renew its 2021 membership with API following 
a detailed analysis of the climate positions of the 

organization.
Total assesses the industry associations each year 

to ensure they are aligned with the group’s climate 
positions. The company cites environmental consid-
erations including a science-based position linking 
human activity and climate change; the support of 
the Paris Agreement objectives; implementation of 
carbon pricing; the role that gas plays in the energy 
transition; and policies and initiatives that promote 
the development of renewable energy and support for 
CO2 capture and storage development.

Total also noted that API is part of a group that 
opposes electric vehicle subsidies and how API gave 
its support during the recent elections to candidates 
who argued against the U.S.'s participation in the 
Paris Agreement.

The move by Total is the biggest split yet between 
European-headquartered multinational oil majors and 
U.S.-based trade groups over climate policy.

In February 2020, bp left three American groups 
over climate policy differences—American Fuel & 
Petrochemical Manufacturers, the Western States 
Petroleum Association and the Western Energy Al-
liance. In March 2020, Equinor left the Independent 
Petroleum Association of America due to differences 
over climate policy.

—Larry Prado
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5 Norway
An oil discovery was announced 
by Houston-based ConocoPhil-
lips in offshore Norway produc-
tion license PL 891 at wildcat 
well #6507/5-10 S. The discov-
ery is north of Heidrun Field in 
the Norwegian North Sea. The 
well encountered a total oil col-
umn of 270 m in Åre and Grey 
Beds formation, with 90 m of 
sandstone layers with very good 
reservoir properties. The prelim-
inary calculation of the size of 
the discovery is about 4.1-11.3 
MMbbl of recoverable oil equiv-
alent. The objective of the well 
was to prove petroleum in reser-
voir rocks from the Early Juras-
sic Age (Åre) and Triassic Age 
(Grey Beds). No formation tests 
were conducted, and additional 
testing, sampling and assess-
ment are planned. This is the first 
exploration well in production 
license PL 891. The venture was 
drilled to 2,179 m, and the true 
vertical depth is 2,214 m. Area 
water depth is 355 m, and the 
well will be permanently plugged 
and abandoned.

6 Egypt
An oil discovery was reported 
in Egypt’s Western Deseret by 
Apex International Energy 
in the Southeast Meleiha Con-
cession. The #11X-SEMZ hit 
approximately 65 m of oil pay 
in the Cretaceous sandstones of 
Bahariya and Abu Roash G. An 
initial flow test of Bahariya had 
a peak rate of 2,100 bbl of oil 
per day with no water. According 
to the Houston-based company, 
additional uphole pay exists in 
the Bahariya and Abu Roash G 
that can be added to the produc-
tion stream. The venture is about 
10 km west of Zarif Field and 
was drilled to a total depth of 
1,759 m. The #11X-SEMZ is 
the second of a three-well explo-
ration program. The first well, 
#1-SEMZ, was drilled to about 
the same depth and flowed 100 
bbl of oil per day. The com-
pany plans to fracture-stimulate 
#1-SEMZ at a later date. A third 
well is planned at #3-SEMZ and 
is targeting Bahariya.

7 Egypt
In the Western Desert of Egypt 
in the Meleiha Concession, an 
oil discovery was reported 
by Eni. The well, #9-Arcadia, 
drilled on the Arcadia South 
structure just south of Arcadia 
Field. It encountered an 85-ft 
oil column in the Cretaceous 
sandstones of Alam El Bueib 
3G. During a 24-hour test, it 
flowed approximately 5,500 
bbl of oil per day. Two devel-
opment wells, #10-Arcadia and 
#11-Arcadia, were recently 
completed. The #10-Arcadia hit 
a 25-ft oil column in Alam El 
Bueib 3G and 20 ft of oil pay 
in the overlying Alam El Bueib 
3D. The #11-Arcadia encoun-
tered an 80-ft oil column in 
Alam El Bueib 3G. Eni, based 
in Rome, holds a 38% interest 
in the Meleiha concession with 
Lukoil holding 12% interest and 
Egyptian General Petroleum 
Corp. holding a 50% interest.

8 Turkey
Turkish Petroleum Corp. has 
reported that the #1-Tuna venture 
has now been estimated to con-
tain more than 405 Bcm of gas 
after identifying an additional 
85 Bcm of gas. The deepwater 
exploration well is located in 
Block AR/TPO/KD/C26-C27-
D26-D27 in the Black Sea. It 
was drilled 2,115 m of water to 
a total well depth of 4,525 m. It 
encountered more than 100 m of 
gas-bearing reservoir in Pliocene 
and Miocene sands. The Anka-
ra-based company had previously 
announced that the well data and 
geophysical studies at #1-Tuna 
showed a potential of 320 Bcm 
of lean gas. It is currently the 
largest discovery in the Black 
Sea.

9 Oman
Tethys Oil is drilling an onshore 
Oman exploration well in Block 
49 in the Governorates of Dho-
far in the Wilayat Province of 
Muqhsin. The #1-Thameen has 
a planned depth of 4,000 m. It 
will be targeting Late Ordovician 
Hasirah Sandstone at approxi-
mately 3,500 m with a secondary 
target in the mid-Ordovician Saih 
Nihayda Sandstone at approxi-
mately 3,700 m (true vertical). 
The venture will also test the 
shallower Gharif Sandstone. 
Nine exploration wells have 
been drilled in the block by sev-
eral operators, and many have 
encountered oil shows. Stock-
holm-based Tethys holds a 50% 
interest in the license.

10 Oman
Masirah Oil  is under way 
at a second development well, 
#2-Yumna, in offshore Oman’s 
Yumna Field in Block 50 in the 
Arabian Sea. A wildcat venture, 
#3-Yumna, is also planned in the 
same block. The original block 
discovery at #1-Yumna initially 
flowed more than 8,000 bbl of 
oil per day. Recently, a mobile 
offshore production unit was 
installed in the field along with 
a 75,000 bbl capacity storage 
tanker. Muscat, Oman-based 
Masirah Oil is the operator of 
Block 50 and the Yumna Field 
with 100% interest, with Rex 
International holding an effec-
tive interest of 86.37%.
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NEW FINANCINGS

EQUITY
Company Exchange/

Symbol
Headquarters Amount Comments

Enerplus Corp. NYSE, TSX: 
ERF

Calgary, Alberta CA$132.3 million Closed equity offering of about 33.1 million common shares issued at CA$4 
per share, which includes about 4.3 million shares issued pursuant to the ex-
ercise by the underwriters of the over-allotment option in full. Proceeds will 
be used together with a new three-year term loan to finance the proposed 
acquisition of Bruin E&P HoldCo LLC and to fund capex on the acquired 
properties and other expenses in connection with the acquisition. If the ac-
quisition is not completed, proceeds will be used to partially fund capex, 
repayment of near-term maturities on senior notes and other general corpo-
rate purposes. RBC Capital Markets and BMO Capital Markets led the 
syndicate of underwriters.

Northern Oil and Gas Inc. NYSE Ameri-
can: NOG

Minnetonka, 
Minn.

$121.9 million Priced underwritten public offering of 12.5 million shares of its common stock 
at $9.75 per share. Underwriters granted a 30-day option to purchase rough-
ly up to an additional 1.9 million shares of stock. Proceeds will be used to 
partially fund the cash purchase price of the recently announced pending ac-
quisition of certain nonoperated natural gas assets in the Appalachian Basin 
from Reliance Marcellus LLC. Offering is not conditioned upon the com-
pletion of the Reliance acquisition. If the acquisition is not consummated, 
proceeds will be used to repay or redeem outstanding indebtedness and for 
general corporate purposes. BofA Securities is joint book-running manager 
and representative of the underwriters. RBC Capital Markets, Wells Far-
go Securities, Citigroup and Truist Securities are also joint book-running 
managers.

Jonah Energy LLC N/A Denver $85 million Closed offering available to eligible holders of 2025 senior notes as part of a 
comprehensive recapitalization. Proceeds were used to reduce the outstand-
ing secured indebtedness under the prior credit facility and to pay transaction 
expenses.

DEBT
Total SA NYSE: TOT Paris $3.614 billion Issued hybrid bonds comprising proceeds used to finance its development 

strategy, mainly acquisitions, in renewables, in particular, for the acquisition 
of a 20% interest in Adani Green Energy Ltd.

Pioneer Natural Resources Co. NYSE: PXD Irving, Texas $2.5 billion Priced a public offering of $750 million of 2024 notes, $750 million of 2026 
notes and $1 billion of 2031 notes. Proceeds will be used to refinance cer-
tain senior notes issued by Parsley Energy LLC and certain of notes of its 
subsidiaries. BofA Securities Inc., Citigroup Global Markets Inc., J.P. 
Morgan Securities LLC and TD Securities (USA) LLC are joint book-run-
ning managers.

NGL Energy Partners LP NYSE: NGL Tulsa, Okla. $2.05 billion Priced a private offering of 2026 senior secured notes at 100% of their prin-
cipal amount. Proceeds, together with borrowings under a new asset-based 
revolving credit facility, to repay all outstanding borrowings under and termi-
nate an existing revolving credit facility and term credit agreement plus pay 
fees and expenses in connection therewith.

Chesapeake Energy Corp. NYSE: CHK Oklahoma City $1 billion Priced offering by its wholly owned indirect subsidiary, Chesapeake Es-
crow Issuer LLC, of 2026 and 2029 notes at 100% of the aggregate princi-
pal amount. Proceeds will be used to partially fund emergence from Chapter 
11 and were offered as part of a series of exit financing transactions being 
undertaken in connection with its restructuring.

Targa Resources Corp. NYSE: TRGP Houston $1 billion Priced an upsized offering of 2032 senior unsecured notes at par. Portion of 
proceeds will be used to fund the concurrent cash tender offer 2025 notes, 
pay fees, expenses and premiums thereof, and redeem any 2025 notes that 
remain outstanding after consummation of the tender offer. Remaining pro-
ceeds will be used to reduce borrowings under the credit facilities.

TechnipFMC Plc NYSE: FTI Houston $1 billion Priced its upsized private offering of 2026 senior unsecured notes. Proceeds, 
together with cash on hand, will be used to repay and terminate certain ex-
isting indebtedness, pay fees and expenses related to the spinoff of Technip 
Energies and provide working capital and for general corporate purposes.

Aethon United BR LP N/A Dallas $750 million Priced offering of five-year unsecured notes. Proceeds will be used to refi-
nance second lien term loan, to partially repay reserve-based lending facility 
borrowings and for general corporate purposes. RBC Capital Markets was 
lead book-runner.

Indigo Natural Resources LLC N/A Houston $700 million Priced offering of 2029 senior notes in a private placement to eligible pur-
chasers. Proceeds will be used to fund the redemption of all of its outstand-
ing 2026 notes, pay related premium, fees and expenses, and partially repay 
borrowings under its revolving credit facility.
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Company Exchange/
Symbol

Headquarters Amount Comments

California Resources Corp. NYSE: CRC Santa Clarita, 
Calif.

$600 million Priced private offering of 2026 senior unsecured notes previously announced 
Jan. 13 at par. Proceeds will be used to repay in full its second lien term loan 
and repay all outstanding 2027 senior secured notes previously issued by its 
wholly owned subsidiary that indirectly owns all of the assets associated 
with its Elk Hills power plant and gas processing facilities. Remaining pro-
ceeds will be used to repay a portion of the outstanding borrowings under its 
revolving credit facility.

MEG Energy Corp. TSX: MEG Calgary, Alberta $600 million Priced private offering of 2029 senior unsecured notes. Proceeds will be 
used, together with cash on hand, to redeem in full 2024 unsecured notes 
and pay fees and expenses related to the offering.

Antero Resources Corp. NYSE: AR Denver $500 million Intends to offer, subject to market conditions, 2029 senior unsecured notes 
in a private placement to eligible purchasers. Proceeds will be used to fund 
the redemption of all 2022 notes not previously called for redemption at par 
plus accrued interest. Remaining proceeds will be used to repay borrowings 
under its credit facility.

Northern Oil and Gas Inc. NYSE Ameri-
can: NOG

Minnetonka, 
Minn.

$500 million Intends to offer for sale in a private placement to eligible purchasers new senior 
notes due 2028. Proceeds will be used to fund a portion of the cash purchase 
price for the pending acquisition of certain nonoperated natural gas assets in 
the Appalachian Basin from Reliance Marcellus LLC, repay a portion of the 
outstanding borrowings under its revolving credit facility, repurchase or redeem 
all of its outstanding 2023 second lien notes, repay in full its outstanding 2020 
unsecured promissory note and pay all accrued and unpaid interest due in con-
nection with such repurchases, repayments and redemptions and all related pre-
miums and transaction expenses. Any remaining net proceeds will be used for 
general corporate purposes, which may include further repayment of a portion of 
the outstanding borrowings under its revolving credit facility. 

Colgate Energy Partners III LLC N/A Midland, Texas $300 million Closed private placement of 2026 senior notes to eligible purchasers.

Talos Energy Inc. NYSE: TALO Houston $100 million Commenced offering of additional 2026 second-priority senior secured notes. 
Proceeds will be used to repay a portion of the outstanding borrowings under 
its reserves-based lending facility.
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Let’s talk repair jobs. No doubt at some 
point, you’ve gone to the hardware 
store to pick up a tub of Spackle. You 

used this handy little putty item, patented in 
1928, to fill in holes or smooth over cracks 
and imperfections in the sheetrock before 
you had to paint a wall.

Today, raising money for traditional oil 
and gas companies is full of holes and pub-
lic markets need a big repair with some kind 
of Spackle. Likewise, the ability of former 
Wall Street darlings, the energy infrastruc-
ture companies (pipelines, gas processing 
plants, midstream in general) to raise mon-
ey has also cracked. Because most of the 
necessary and massive North American oil 
and gas pipeline buildout is complete, con-
struction is slowing down and what’s left 
to be finished has been stopped by govern-
ment roadblocks.

So today “energy infrastructure” has 
turned green, taking on a new meaning: any 
facilities or equipment for electric vehicle 
(EV) charging stations, wind farms or solar 
arrays, or battery storage. And this North 
American infrastructure buildout is going 
to be massive.

But even for the green transition compa-
nies, the market is imperfect and also in 
need of something like Spackle, as tradi-
tional IPOs have been in short supply. But 
it’s no problem. Enter the special purpose 
acquisition company (SPAC), a blank 
check company. SPACs fill in the holes 
and then some. This repair is now the pre-
ferred way to raise money, go public and 
complete a merger.

A report on SPACs from the Skadden, 
Arps, Slate, Meagher & Flom LLPs law 
firm cited data from research firm Deal 
Point Data that said there were 59 SPAC 
IPOs in all industries in 2019 and the num-
ber rose to 247 in 2020.

Bloomberg just reported that due to this 
mania, SPACs in all industries raised $26 
billion in January 2021 alone. Dealogic said 
91 SPACs priced that month.

Many SPACs are green—more than a doz-
en are on tap for EV cars and trucks alone—
and they will be armed with billions of in-
vestible dollars. They are already hunting 
for the green acquisition that will give them 
assets and income on a public platform.

But many market mavens think the 
SPAC mania bubble is about to burst. Will 
the green SPACs be able to survive, close 
the right deal and create a decent return? 
Or will they pop, going the way of the in-

famous crash and burn we just saw for the 
Reddit-caused mania for GameStop?

Connections between the traditional oil 
and gas firms and auto makers and the 
green companies are numerous as inves-
tors jump into the space, including many 
that formerly were devoted only to oil and 
gas. More is happening than we know.

Take the example of Proterra Inc., which 
was backed early on by NGP Energy Tech-
nology Partners, an arm of NGP Energy 
Capital, which we know as a force in oil 
and gas private equity funding. Recently 
Proterra was acquired by ArcLight Ener-
gy Transition Corp., (a SPAC formed by 
another upstream and midstream private 
equity firm), thus enabling Proterra to be-
gin trading on the Nasdaq soon. Proterra, 
around for 17 years, makes electric buses 
and parts, and related EV charging equip-
ment and software.

In addition to the SPAC, further invest-
ment came to Proterra in the form of a pri-
vate investment in public equity (PIPE). 
The PIPE investors were an interesting and 
diverse group: Daimler Truck, GM Ven-
tures and BMW Ventures, Mitsui, Panaso-
nic and funds from Cowen & Co.’s Sus-
tainable Advisors subsidiary. That tells you 
where this whole green thing is going. Car 
manufacturers, international oil companies, 
governments and institutional investors are 
jumping on the green bandwagon.

Chargepoint is another example. It just 
raised $127 million in PIPE funding from 
a mix of existing investors from the oil 
and gas, utilities and venture industries, 
including American Electric Power, Chev-
ron Technology Ventures, Clearvision and 
Quantum Energy Partners.

We cannot list them all, but at press time 
another SPAC went public for $345 million, 
ECP Environmental Growth Opportunities 
Corp., formed by Energy Capital Partners 
Management LP. Now it’s on the hunt too.

If you are a green company, hordes of 
SPAC owners with sacks full of money are 
beating down your doors. Valuations are 
sky high.

The problem: These investors are not 
recognizing how much value is still in 
oil and gas right now—the most in years. 
Many of these newly disciplined large-cap 
E&P companies are in good shape and get-
ting better. Their stocks have been beaten 
down, but they are returning cash flow to 
their investors. They are ready for the fu-
ture. Now’s the time to take note.

ALL SPACK-ED OUT

LESLIE HAINES,
EXECUTIVE EDITOR-
AT-LARGE








