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STEVE TOON, 
EDITOR-IN-CHIEF

I don’t know about you, but I’m getting 
weary of all this energy transition talk. 
The weeklong virtual roundtables and 

plenaries at CERAWeek by IHS Markit in 
early March featuring discussion after dis-
cussion on how fast the world can pivot 
to 100% “clean” energy sources, I think, 
oversaturated my sensibilities. It’s as if the 
industry that fueled world development over 
the past century no longer matters. Not even 
a thank you or going away party as they 
introduce the new stars of zero emissions.

Don’t get me wrong, I support most all 
of the new technologies being developed to 
provide for our ever-growing energy needs. 
I believe the world needs every source of en-
ergy it can economically produce and that 
can viably compete for market share, and I 
expect some version of an energy transition 
will occur in time. I just don’t believe one 
should be at the exclusion of another, as is 
happening now with hydrocarbon fuels.

Indeed, the social and regulatory environ-
ment to demonize fossil fuels could have 
unexpected near-term consequences for 
those that wish for green-only subsistences.

The International Energy Agency—cer-
tainly a proponent of aforesaid energy tran-
sition—in March clanged a bell alerting an 
impending and dangerous undersupply of 
global crude to meet demand that is yet to be 
underpinned by alternative energy sources. 
The organization, in its annual medium-term 
market report, predicted global oil demand 
to largely shake off the pandemic-impact-
ed decline and grow to 104 million barrels 
a day (MMbbl/d) by 2026, 4% higher than 
2019 volumes, based on existing consumer 
behaviors and government policies.

To meet the projected demand growth, 
crude supplies will need to increase by 10 
MMbbl/d in that timeframe, it said, but proj-
ects a production capacity increase of only 5 
MMbbl/d by 2026. Thus, world oil markets 
“still face a high degree of uncertainty that 
is testing the industry as never before.”

Of course, the agency calls for govern-
ments and consumers to hasten change 
away from fossils to nip this coming gap, 
but the answer might be more conventional: 
opportunistic capital.

Wells Fargo analyst Nitin Kumar, in a se-
ries of research reports in March, said the 
transition back into oil and gas equities is 
already underway. 

Since September, he noted, the XOP  
index is up 96% versus 19% for the S&P 
500, illustrating a “significant reversal in 
the U.S. E&P sectors fortunes from just six 
months ago.”

The focus among U.S. E&P investors has 
shifted from “value versus survivability,” he 
said, to “value versus momentum.” Stocks 
that seemed on the verge of financial distress 
just six months ago when WTI was strug-
gling to hold $40/bbl have been the biggest 
outperformers within the firm’s coverage 
group. Kumar seems somewhat taken aback 
at what he views as “almost indiscriminant 
buying in the sector” that has created “a mo-
mentum trade that is hard to ignore.

“Admittedly, the strength in the sector has 
surpassed our expectations, and we were not 
bearish to begin with.”

At the crux, he said, is operator willing-
ness to stay true to a model prioritizing 
capital discipline, moderated growth plans 
and an emphasis on free-cash-flow genera-
tion. Coming out of fourth-quarter earnings, 
E&Ps “passed with flying colors.”

Following a couple of decimating years for 
private equity-backed E&Ps, green shoots 
are evident here as well. Truist analyst Neal 
Dingmann, commenting on Norwegian IOC 
Equinor’s exit from the Bakken Shale to 
EnCap Investments-backed Grayson Mills 
Energy in February, suggests a trend away 
from foreign capital and upward trending 
participation once again from the private 
equity-backed producers.

“We find the deal interesting in a number 
of respects, the primary two being the con-
tinued exit from U.S. assets by foreign op-
erators and the re-emergence of U.S. private 
equity in U.S. upstream,” he said. “Based on 
this deal announcement and our recent con-
versations with private E&Ps suggests to us 
that there could be a number of PE-backed 
entities back looking at oil and gas assets 
throughout the U.S., which we think could 
potentially help boost future asset sales 
prices versus lows seen the past 18 years.”

So while the squawk box is on energy 
transition, capital is once again flowing into 
black gold. Reports of the oil and gas sector’s 
death, it seems, are greatly exaggerated.

Said Kumar, “The U.S. E&P sector should 
benefit as a whole from higher market val-
uations as ‘survival’ becomes less of a con-
cern. But the interplay between technicals 
and fundamentals will keep investors on 
their toes. Let the games begin!”

Speaking of opportunistic capital, join us 
in Dallas June 2 for Oil and Gas Investor’s 
Energy Capital Conference, where we’ll talk 
with energy financiers on where the money 
is trending, plus we’ll network live and in 
person once again! Go to hartenergyconfer-
ences.com.

GREEN SHOOTS FOR BLACK GOLD
FROM THE EDITOR-IN-CHIEF
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A&D TRENDS

DARREN BARBEE,
SENIOR EDITOR

On July 7, 1967, one of the oddest 
pairings in the history of television 
was recorded—stranger than Nixon 

on “Laugh-In” and more baffling than Bob 
Dylan’s appearance on the sitcom, “Dharma 
& Greg.”

As The Doors’ “Light my Fire” hit No. 
1 on the charts, the venerable conservative 
television program, “Firing Line,” hosted by 
William F. Buckley Jr., sat down with the fa-
mously acerbic Groucho Marx, cigar smoke 
and all.

Watching it on YouTube is like viewing 
an alternative history’s timeline. Surely this 
cannot be real? Buckley’s questions, as al-
ways, seemed to slide out of the side of his 
mouth. Groucho returned fire like a gunner 
burdened with too much ammo, somewhat 
off target.

“I’m completely ill at ease,” Groucho said 
at one point, to laughter. At another, Buckley, 
trying to pin down the comedian, noted that 
Groucho had (again) contradicted himself.

“Why does a man have to stick to one 
thing because he said it once?” Groucho 
demanded.

This seems like a fairly human thing to 
say, especially for a guy trying to get laughs. 
Things change. People change, and so do in-
dustries. That change can haunt us.

Far fewer public companies now inhabit 
the oil and gas space than this time last year. 
Stock-for-stock mergers have had a hot hand 
lately. But capital seems again to be play-
ing, funding acquisitions that in 2020 simply 
couldn’t get done.

On Jan. 31, Surge Energy U.S. Holdings 
Co. agreed to purchase Midland Basin op-
erator Grenadier Energy Partners II LLC for 
$420 million—a significant amount of cash. 
Grenadier holds about 8,010 net acres in 
Howard County, Texas.

In another cash deal, Continental Resourc-
es Inc. said in February that it purchased the 
Powder River Basin acreage held by Samson 
Resources II LLC. The deal adds 130,000 
net acres of oil- and condensate-rich acre-
age to the company’s Oklahoma and North 
Dakota positions. Continental agreed to pay 
$215 million for the acreage.

Equinor, on the sale-side, agreed to part 
with its Bakken assets in North Dakota and 
Montana, selling them to Grayson Mill En-
ergy, backed by EnCap Investments LP, for 
about $900 million.

Cimarex has been shopping (and may have 
sold) a small Midcontinent package. Ovin-
tiv’s sale of its Eagle Ford Shale assets is 

likely to end up an all cash or largely cash 
transaction. Reuters recently reported the 
deal would come in at $800 million. Even 
Diamondback Energy Inc.’s $2.2 billion ac-
quisition of Guidon Energy last year was a 
mix of stock and cash.

J.P. Hanson, managing director and head 
of the oil and gas group at Houlihan Lokey, 
said that traditional A&D transactions “are 
coming back.

“That’s really propelled by a return of in-
terest by capital in the industry,” he said. “I 
think you’ll continued to see that ramp.”

But there’s room for both mergers and 
straight cash acquisitions, he said. “There are 
… traditional corporate stock M&A deals 
that will continue to happen.”

Mergers may become more infrequent, 
however, as commodity prices begin to climb 
and especially stabilize at a healthy price.

“The trajectory of M&A, you might see 
tail off a little bit. Because parties may start 
saying, ‘I wanted the take back stock … so 
that I could ride that upside. How much more 
upside is left?’”

Deal participants may instead prefer to 
crystallize their returns by taking “cash off 
the table.”

Hanson said that, arguably, the deal mar-
ket is the most robust he’s seen for mergers, 
acquisitions and divestitures since the late 
2000s.

During the stock market crash of 1929, the 
precursor of the Great Depression, Groucho 
lost $240,000 (about $4 million today). He 
was wiped out financially and was so de-
pressed he couldn’t perform.

Groucho’s biographers tell of a man who 
later obsessed over lights left burning in 
empty rooms of his Beverly Hills mansion 
because of the electricity bill.

But, as Groucho told Buckley during his 
1967 interview, to forget things is “one of the 
most important contributions you can make 
to your existence.”

He found his way out of financial ruin by 
trading jokes instead of stock. “I would have 
lost more,” he once joked, “but that was all 
the money I had.”

If dealmakers can get over the past year, 
with its misery as treacherous and deep as 
a river of mud, they may find a promising 
market in the months ahead.

“The secret of life is honesty and fair 
dealing,” begins a quote attributed, perhaps 
fittingly, to several comedians including 
Groucho. “If you can fake that, you’ve got 
it made.”

A&D RELAPSE
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ENERGY POLICY

JACK BELCHER, 
CORNERSTONE 
GOVERNMENT 
AFFAIRS

Over the past few weeks, we have 
seen a substantial shift in public 
policy in the U.S. that will have 

significant implications for the domestic 
oil and gas industry. The Biden adminis-
tration’s early issuance of executive orders 
and policy objectives have set a very 
different tone from that of the past four 
years, when the U.S. embraced the con-
cept of energy dominance. While it is too 
early to know how far the administration  
will go in taking policy steps to reduce U.S. 
oil and gas production, we do know quite a 
bit already.

The administration is taking a serious re-
view of oil and gas leasing and permitting 
processes on federal lands. The 60-day pause 
in Interior Department decision-making by 
delegated authorities indicates a serious ef-
fort to contemplate new requirements for 
the issuance of leases, permits (APDs) and 
rights-of-way (ROW). 

Looking ahead, we can expect a stringent 
climate impact assessment to be applied to 
all decisions regarding oil and gas on feder-
al lands and stricter criteria in environmen-
tal reviews. All of this will likely lead to a 
slower timeline in the issuance of APDs and 
ROWs and less acreage being offered in few-
er areas with less frequency in federal oil and 
gas lease sales, both onshore and offshore. 
The degree to which these stricter standards 
will be applied remains unclear. 

Additionally, there is internal conflict in 
states like New Mexico, a blue state with 
40% of its state revenue coming from oil 
and gas activities. There are also legal limits, 
based in statute, as to how much the govern-
ment can do to restrict oil and gas leasing, 
and the courts will undoubtedly play a role 
in some final outcomes.

We often hear that, in the Biden adminis-
tration, all policy is being looked at through 
lenses of climate change and environmental 
justice. The experience thus far bears that 
out. Processes are being put in place to de-
termine climate impacts of projects and de-
cisions that involve approvals of projects or 
land use. Environmental justice is also driv-
ing decisions about where projects take place 
based on community and population consid-
erations. These lenses create a new layer of 
complexity to federal decision-making.

Environmental policy is being driven by 
stricter interpretation of existing statutes 
(e.g., Clean Air Act, Clean Water Act, Na-
tional Environmental Policy Act (NEPA) and 
Endangered Species Act). As a result, expect 
to see changes that result in more delays and 

increased costs. Additionally, streamlining, 
permitting and NEPA reforms initiated by 
the Trump administration will be reviewed, 
modified or tossed out, surely to include a 
reinstatement of Obama-era methane regula-
tions. New bonding requirements for offshore 
oil and gas decommissioning will likely re-
emerge, and we should expect that federal 
royalty rates (both onshore and offshore) will 
be reviewed and likely increased, with addi-
tional new reviews slotted for climate-related 
activities or renewable energy R&D.

Pipeline infrastructure also is being impact-
ed by executive decisions. Right out of the 
gates, the administration put a stop to the Key-
stone XL Pipeline. Other projects are likely to 
be rejected at the federal level and challenged 
in the courts. We also expect to see changes in 
the way the Federal Energy Regulatory Com-
mission (FERC) reviews pipeline projects for 
approval. With a new commissioner being ap-
pointed this summer to replace Neil Chatter-
jee, the FERC will have a majority of Demo-
crat-appointed commissioners. Consequently, 
it is anticipated that the FERC will begin to 
take a harder look at the climate footprint of 
the projects it reviews, something Congress is 
also considering through an amendment to the 
Natural Gas Act. 

Congress also will play a role in addressing 
energy and climate policy and in determining 
how far the Biden administration will go in re-
stricting oil and gas development. The Dem-
ocrat-controlled House will push through a 
number of comprehensive energy and cli-
mate-related legislative packages, but many 
will not be capable of passing the Senate 
where Vice President Kamala Harris serves as 
tie-breaking vote. 

To that end, the real action and horse trading 
will take place in the Senate, where moderate, 
pro-fossil fuel Democratic Sen. Joe Manchin 
of West Virginia will hold all of the cards and 
likely not allow anything too damaging to 
pass the Senate and harm oil and gas produc-
ers and coal miners through simple majority 
reconciliation votes.

For the oil and gas industry, 2021 looks to 
be a stressful year with risks around every 
corner. Regulatory and legislative changes 
and uncertainty, mounting investor pressure 
to decarbonize and meet ESG standards, and 
an ever-shifting foreign policy dynamic will 
make for a bumpy ride. So hang on!

Jack Belcher is principal for Cornerstone, a 
consulting firm specializing in government re-
lations. He can be reached at (713) 494-2427; 
jbelcher@cgagroup.com.

BIDEN POLICIES BRING  
NEW RISKS AND UNCERTAINTY
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2020 will be remembered as 
one of the most challenging 
years in the history of the oil 

and gas sector. Oil consumption 
fell to levels not seen since 2001 
and, at one point, U.S. producers 
were paying to offload crude as the 
WTI price went negative for the 
first time ever. In the offshore sec-
tor, investment in new field devel-
opments was the lowest in over 
30 years as companies of all sizes 
reacted quickly to the commodity 
price crash by slashing on average 
30% from planned 2020 capex and 
postponing or stalling $54 billion 
of 2020 offshore engineering, pro-
curement and construction (EPC) 
contract awards.

Westwood counts $12.3 billion 
of offshore EPC contracts awarded 
in 2020 in 32 sanctioned projects. 
The firm said EPC awards last year 
were down from $40.3 billion in 80 
projects in 2019.

Five E&Ps accounted for 75% 
of the award value in 23 projects. 
The five largest projects contribut-
ed 57% of the total value, includ-
ing Woodside Energy’s Sango-
mar, Exxon Mobil Corp.’s Payara, 
Equinor ASA’s Breidablikk, 
CNOOC’s Lufeng 14-1/4/8 and 
Petrobras’ Mero III.

Upstream capex overall in 2021 
is likely to be flat or decline from 
2020 based on company guidance 
but increased spending by a few 
E&Ps—notably Petrobras, Royal 
Dutch Shell Plc and Woodside—is 

driving a forecast increase in off-
shore EPC awards in 2021.

Westwood’s base case outlook 
for 2021 (which assumes Brent 
averaging at $50/bbl) currently 
forecasts firm and already award-
ed offshore EPC contracts of 
around $29 billion with a further 
$12 billion of probable awards 
and $4 billion of possible awards, 
compared to the $12.3 billion 
awarded in 2020.

This outlook may appear opti-
mistic, particularly to an indus-
try still reeling from the latest 
downturn-within-a-downturn, but 
a significant proportion of the 
2021 market is made up of those 
projects deferred in the second 
quarter of 2020 which in many 
instances had already seen signifi-
cant pre-final investment decision 
commitment. Notable examples 
of these “half-pregnant” projects 
include Shell’s Whale, Equinor’s 
Bacalhau and Qatar Petroleum’s 
North Field projects, which have 
all commenced partial construc-
tion of long-lead EPC items such 
as FPSO’s or wellhead platforms.

These projects account for an 
estimated $7.7 billion of projected 
EPC value alone in 2021. Anoth-
er $4.6 billion tranche of deferred 
awards are those critical to back-
filling LNG trains or supporting 
existing gas sales agreements 
such as Woodside’s Scarborough, 
Shell’s Crux and Santos’ Barossa 
all offshore Australia.

National oil companies (NOCs) 
account for 62% of potential awards 
in 2021 and supermajors only 10%. 
This compares with 59% and 20% 
in 2019. Petrobras, in particular, is 
expected to step up contract awards 
this year after reaffirming in No-
vember its commitment to the de-
velopment of its prolific pre-salt ba-
sins. The Brazilian NOC is expected 
to contribute around $6.5 billion of 
EPC awards in 2021, the highest of 
all E&Ps, across its Buzios 5, 6, 7 
and 8, Mero 4, Itapu and Marlim 
Revitalisation projects.

After a torrid 2020, the outlook 
for the offshore EPC market in 
2021 looks promising, boosted by 
projects deferred from 2020. With 
a forecast of $29 billion firm or 
already awarded contracts and a 
further $16 billion of probable and 
possible awards, 2021 could match 
2019’s $40 billion total.

—Thom Payne, head of off-
shore energy services, Westwood 

Global Energy Group, Singapore. 
tpayne@westwoodenergy.com.

OFFSHORE EPC INVESTMENT
PRIMED FOR RAPID RECOVERY

TRENDS & ANALYSIS
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With a forecast of $29 
billion firm or already 

awarded contracts and 
a further $16 billion of 
probable and possible 

awards, 2021 could match 
2019’s $40 billion total.
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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
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 houstoproducersforum.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/mar-
cellus-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 Aug. 25 Virtual hartenergyconferences.com

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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Charlie Munger, Berkshire 
Hathaway vice chairman 
and Daily Journal chairman, 

answering a Daily Journal shareholder question at the 
annual meeting in February.

OILFIELD     CHATTER

“Unless we see a momentous transition in the global energy 
mix sooner than currently expected, or a much faster develop-
ment pace than the current norm, upstream players may have 
to more than double their conventional  exploration efforts in 
order to meet global oil demand through 2050.”

Palzor Shenga, senior upstream analyst at Rystad Energy, in a report projecting significant shortfalls in oil 
supply in coming years despite pandemic-related demand slowdowns.

“The worst that can 
happen right now  
is U.S. producers  

start growing  
rapidly again.”

Ryan Lance, ConocoPhillips CEO, 
speaking at CERAWeek by IHS 

Markit on oil prices topping $60. His Royal Highness Prince Abdulaziz bin Sal-
man of Saudi Arabia following the early March 
OPEC+ meeting when the collective oil-export-
ing states decided to continue propping up oil 
prices without fear of U.S. shale producers 
flooding the market.

“‘Drill,  
baby  
drill’  

is gone  
forever.”

“I think the 
oil and gas 
industry will 
be here  
for a long, 
long time.”

“It’s not          a coincidence.”
Bill Thomas, EOG chairman and CEO, 
answering an analyst question during 
the fourth-quarter conference call  
about the company’s trend away from 
shale resource plays and toward clastic 
sedimentary formations.
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Oilfield service sector 
adds jobs for fifth 
consecutive month

The oilfield service and equip-
ment sector employment in the 
U.S. rose by an estimated 8,421 
jobs in January, a fifth consecu-
tive month of growth, according 
to a report by the Energy Work-
force & Technology Council pub-
lished Feb. 8.

After shedding nearly 102,000 
jobs from March to August due to 
pandemic-related demand destruc-
tion, the upstream oil and gas 
industry has added back approx-
imately 21,000 positions during 
the past five months, the Council 
said in its report which is based on 
preliminary data from the Bureau 
of Labor Statistics (BLS).

“OFS sector employment rose 
1.4% in January as companies 
reopened some production to 
prepare for expected demand 

increases as more people are 
vaccinated,” the Council wrote in 
the report. “Uncertainty remains 
because of the high number of 
COVID-19 cases, which continue 
to suppress demand.”

Using BLS data, the Council, 
in consultation with researchers 
from the Hobby School of Pub-
lic Affairs at the University of 
Houston, estimates the oilfield 
service (OFS) sector jobs in the 
U.S. dropped from 706,528 in 
February 2020 to 625,467 in Jan-
uary 2021, a decline of 11.5%. 
Losses were heaviest in April, 
when the sector shed 57,294 
jobs—the largest one-month 
total since at least 2013.

The jobs lost in 2020 represent 
annual wages of approximately 
$15.4 billion. 

Job losses were heaviest 
among companies providing 
support services for oil and gas 
extraction. This portion of the 

OFS sector has cut 72,580 jobs 
since the onset of the COVID-19 
pandemic—89.5% of the sector’s 
total job losses.

Further, OFS job losses are 
estimated to be heaviest in Texas 
and Louisiana, which are the 
nation’s leaders in oil and gas 
production.

“Losing the innovative men 
and women who comprise 
the OFS sector jeopardizes 
development of the innovative 
technologies that increase effi-
ciency, improve environmental 
performance, and reduce green-
house-gas emissions,” the Coun-
cil wrote in the report.

The Council is the national 
trade association for the oilfield 
service and equipment sector, 
representing more than 600,000 
jobs in the technology-driven 
energy value chain. More than 
600 member companies are 
involved in oilfield equipment 
manufacturing, drilling, well 
completions, well services, pres-
sure pumping, renewable energy 
technology and servicing, geo-
thermal development and more.

OFS employment is estimated 
by analyzing data published 
by the U.S. Bureau of Labor 
Statistics and covers the eco-
nomic activities of OFS com-
panies, which include oil and 
gas extraction, construction and 
manufacturing. Total employ-
ment is estimated using the 
Quarterly Census of Employ-
ment and Wages, published by 
BLS, and jobs data reported by 
BLS monthly.

BLS data is preliminary for 
the two most recent months and 
is subject to revision.

—Hart Energy Staff
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Shale leaders see U.S.
reverting to net
importer of crude

The U.S. could return to being 
a net importer of crude oil from 
OPEC if the Biden administration 
enacts fracking bans, according to 
Scott Sheffield, CEO of shale giant 
Pioneer Natural Resources Co.

Sheffield made the assertion 
during the CERAWeek by IHS 
Markit virtual conference, claim-
ing the U.S. could eventually 
import up to 70% of its crude 
oil from the Middle East should 
restrictions on pipeline develop-
ment and a ban on fracking in the 
U.S. be imposed through federal 
mandates.

“We’ve reached in my opinion 
energy independence,” Sheffield 
said. “We’ve reached it now, and 
we’re going back to the old ways 
where we’re importing 65% to 
70% of crude from OPEC if there 
is follow through on the [frack-
ing] ban and not allowing any-
more production.”

In January, the Biden adminis-
tration enacted a 60-day suspen-
sion of new oil and gas leasing 
and drilling permits on federal 
lands and offshore water.

Ryan Lance, chairman and 
CEO of ConocoPhillips Co. 
who took part of a discussion 
with Sheffield on U.S. shale at 
CERAWeek on March 1, said he 
would “take the administration at 
their word” that it wouldn’t enact 
a larger fracking ban. Further, 
Lance believes any kind of ban 
would not be sustainable.

“If that’s not the case, [a ban] 
is going to have an impact on 
U.S. production longer term, 
which then flows to our energy 
security and our national secu-
rity,” he said. “The shame of 
it all is that some of the lowest 
greenhouse-gas production in the 
world right now is right here in 
the United States.”

He suggested one of the best 
paths to meeting the Paris Agree-
ment goals of a 1.5-degree limit 
to global warming was to pro-
duce low greenhouse-gas gen-
erating natural gas and export it 
to China and other parts of the 
Far East that would otherwise 
require the construction of coal-
fired power plants.

In addition to addressing the 
possible impacts of public policy, 
Sheffield and Lance discussed the 

ongoing recovery of the North 
American shale industry, which 
has suffered a blow from a drastic 
drop in demand and price chal-
lenges largely due to the COVID-
19 pandemic.

Although oil prices have 
recovered since last year, and the 
number of rigs continues a slow 
but steady rise, Sheffield said he 
sees very little growth potential 
long-term for U.S. production as 
operators pull back the reins on 
new developments.

“The Permian rig count is back 
to 200,” he said. “It peaked at 
500 in 2014, and it peaked again 
at 500 in 2019 at about 500 rigs.”

Pioneer is currently operating 
19 rigs, according to Sheffield, 
and the company is back up to its 
“all-time high of horizontals” fol-
lowing the acquisition of Parsley 
Energy, which closed in January. 

Still, Sheffield said Pioneer 
will have flat production growth 
this year, with 5% production 
growth planned for 2022.

“I see U.S. production staying 
flat this year at around 11 MM- 
bbl/d with very little growth in 
the future,” he added.

Both Lance and Sheffield 
agreed that the future of shale 
development, particularly in the 
Permian Basin, would likely be 
largely contingent on the direc-
tion that supermajors Exxon 
Mobil Corp. and Chevron Corp. 
take, both of which have large 
acreage positions in the basin.

“The big swing factor is what 
do the Exxons and Chevrons do,” 
Sheffield said. “The question is 
what do the big majors do. They 
have retracted off their 1 MMbbl/d 
targets. Pioneer retracted off our 1 
MMbbl/d target a couple of years 
ago. So, the big question now is 
how do Exxon Mobil and Chevron 
allocate capital to the Permian.”

ConocoPhillips also recently 
completed a large acquisition in 
January with its purchase of Con-
cho Resources. The transaction, 
valued at $13.3 billion, made 
ConocoPhillips one of the largest 
shale producers in the U.S. with a 
combined global resource base of 
about 23 Bboe.

Lance said this new era of 
shale has pushed producers to 
focus more on capital allocation 
rather than continuous growth.

“I hope there is discipline in 
the system,” he said. “I think the 
worst that can happen right now 

is U.S. producers start growing 
rapidly again. We’re only allocat-
ing capital to those sources that 
have the lowest cost of supply. 
We’ll spend about $5.5 billion, 
$3 billion of that will go to our 
U.S. unconventionals. So, we’re 
still spending $1 billion in Alaska 
and $1 billion around the rest of 
the world. But it’s only directed 
at the resources that can deliver 
less than $40 cost of supply.”

—Brian Walzel

Oil and gas
industry looks for 
2021 M&A reset

Cataclysmic events ushered the 
2020 oil and gas industry into an 
M&A Dark Ages as deals and 
values plummeted, particularly 
asset transactions. Recovery this 
year is possible—though tenuous, 
according to Deloitte, and will rely 
on stable oil prices.

The pandemic and last year’s 
commodity price war heightened 
an already frayed industry and sty-
mied a market already populated 
by reluctant buyers, bankers and 
investors. As 2021 dawned, the oil 
and gas industry found itself even 
more propped up on debt as public 
and private investment fled.

Now the oil and gas industry 
will look to reset financially, con-
tinue to consolidate through M&A 
and contend with an expanding 
energy investor base attuned to 
renewables.

Across all oil and gas sectors, 
global year-over-year transactions 
fell by 40% to 258 deals with 
value declining to $218 billion 
last year compared to $347 billion 
in 2019, according to a February 
2021 M&A report by Deloitte. 
Among global upstream transac-
tions, values fell by 48% to $70 
billion, compared with $134 bil-
lion in 2019.

The U.S. remained the largest 
source of upstream deals, account-
ing for 53% of transactions and 
73% of deal value. Of the five 
largest deals in North America, 
four were in the U.S.

U.S. upstream transaction pre-
miums have fallen by half since 
2014, according to Deloitte. Still, 
shale was the driver for most U.S. 
activity, dominated by low-pre-
mium, all-stock deals.

“Following an unprece-
dented low first half of the year, 
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upstream deal value returned to 
pre-COVID-19 levels even as 
deal count remained anemic,” 
Deloitte said in its report. “How-
ever, unlike previous years, much 
of the deal value was driven by 
corporate consolidation, despite 
the lack of megadeals.”

Only two upstream deal 
announcements eclipsed $10 
billion: Chevron Corp.’s $13 bil-
lion acquisition of Noble Energy 
Inc. and ConocoPhillips Co.’s 
$13.3 billion purchase of Concho 
Resources Inc.

“Both transactions represented 
a shift in M&A, with a focus on 
lower-premium, all-stock, corpo-
rate consolidations with an eye to 
the Permian, which remains the 
single largest region for drilling 
and M&A activity,” the Deloitte 
report said.

As oil prices stabilize and 
remain above $50/bbl, and as 

companies exit bankruptcies, all-
stock consolidations should reach 
beyond the borders of the Perm-
ian Basin to the Bakken and Eagle 
Ford shales in the U.S. and the 
Montney and other unconventional 
plays in Canada.

Plays such as the Eagle Ford 
and Haynesville “continue to be 
fragmented, making them poten-
tially ripe for renewed dealmaking 
in 2021.”

Indebtedness will remain a key 
theme for the oil and gas indus-
try this year, particularly as other 
industries continue to generate 
more lucrative payoffs.

“The oil and gas industry has 
been one of the hardest hit by the 
pandemic, with energy industry 
revenues declining by 54%,” 
according to the Deloitte report, 
“primarily because of increased 
remote work and lower indus-
trial demand for energy and 

materials, including fossil fuels 
and petrochemicals.”

Last year more than 100 
upstream and oilfield service com-
panies filed for bankruptcy, and 
impairments have risen across the 
oil and gas sector.

“While 2021 should be a period 
of recovery for the sector, debt 
levels have risen for multiple 
segments since 2015, most nota-
bly for integrated, midstream and 
downstream companies,” accord-
ing to the Deloitte report.

Though oil prices have recov-
ered from historic lows, Brent 
oil is expected to remain range-
bound at about $50/bbl. With 
many companies looking to 
deleverage, further downward 
pressure could be brought to bear 
on the M&A market.

“The lack of financially strong 
buyers could delay large-scale 
divestitures by the majors and 
large upstream producers,” the 
Deloitte report stated. “Similarly, 
higher debt levels may limit the 
attractiveness of further consol-
idation in midstream and down-
stream.”

Oil and gas companies con-
stitute just 2% of the S&P 500, 
compared with more than 15% a 
decade ago. For many investors, 
Deloitte analysts said oil and gas 
has proven too volatile while not 
outperforming less risky sectors.

“More reliable sources of cap-
ital will likely return in the long 
term once companies restruc-
ture, commodity prices improve 
and returns stabilize,” the firm’s 
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Upstream Midstream Downstream
Pioneer acquires Parsley for

$7.6 billion

Cenovus acquires Husky for
$7.8 billion

Blackstone Energy Partners sells 42%
stake in Cheniere Energy Partners for

$13.7 billion

ConocoPhillips acquires Concho for
$13.3 billion

Marathon Petroleum sells Speedway
retail business to 7-Eleven for 

$21 billion Berkshire Hathaway acquires gas transmission
and storage assets from Dominion Energy for 

$9.7 billion

Chevron acquires Noble Energy for
$13 billion

ADNOC 49% sells stake 
in ADNOC Gas Pipeline for

$10.1 billion

Devon and WPX Energy 
combine for

$5.6 billion

PipeChina acquires assets
from PetroChina and Sinopec for

$55.5 billion

Select 2020 Oil & Gas M&A Transactions

Top US E&Ps are expected to cut 2021 shale spending by 13%

Note: Seven of the 10 largest oil and gas M&A transactions 
in 2020 were in the U.S.
Source: Deloitte analysis of Enverus data

Note: Data includes 23 US oil-focused operators accounting for 41% of 2020 US tight oil output.
Source: Rystad Energy



22 Oil and Gas Investor • April 2021

report said. However, streamlin-
ing the debt of those companies 
may take years.

Financing options have already 
been constrained since 2016, with 
limited equity issuance, IPOs, 
venture capital and private equity 
investments. Companies instead 
have relied on lenders, with debt 
issuance rising to $240 billion, 
including $98 billion in sec-
ond-quarter 2020.

However, dealmaking in the 
oil and gas sector could return to 
pre-2020 levels this year, accord-
ing to Deloitte. As oil and gas 
companies finalize impairments, 
bankruptcies reduce liabilities and 
debt is restructured or discharged, 
more financially secure organiza-
tions could engage in a significant 
increase in transactions.

“Even though shale spending 
dropped dramatically over the 
course of the year, the United 
States remained the largest source 
for deals,” the report said. “That 
could open opportunities for coun-
tercyclical investment by those 
with stronger balance sheets, spur-
ring further dealmaking.”

—Darren Barbee

Yergin: U.S. shale 
will grow under 
Biden’s rule

U.S. shale producers may feel 
under attack following the flurry 
of executive orders by U.S. Pres-
ident Joe Biden aimed at the 
industry; however, IHS Markit 
vice-chairman Daniel Yergin still 
sees a bright future for the sector 
under the new administration.

In his first week in office, 
Biden ordered the suspension of 
leases for fossil fuel development 
on federal lands and offshore 
waters plus a review of leasing 
and permitting practices. In addi-
tion to scrapping a permit for the 
Keystone XL oil pipeline, he also 
asked Congress to eliminate fossil 
fuel subsidies.

Still, although these initiatives 
might have alarmed the oil and 
gas industry, Yergin believes the 
U.S. shale market offers several 
benefits to the economic and 
foreign policy of the country. 
Because of which, the Biden 
administration will be hesitant 
to take strict measures to curb 
domestic oil and natural gas pro-
duction, he said speaking earlier 

this month at the opening ple-
nary session of the virtual Baker 
Hughes Annual Meeting 2021.

“I think investments in shale 
will continue, and we are going 
to see a step up in the U.S. oil 
production in the second half of 
2021,” he said, however, not at 
the pace of growth seen in the 
last decade. Currently, oil pro-
duction in the U.S. has fallen 
by 2 MMbbl/d since its peak in 
February 2020.

Yergin reminded listeners that 
Biden has said twice he will not 
ban fracking.

As for the administration’s 
pause on new federal oil and gas 
leasing, Yergin said its impact 
remains to be seen, citing the 
economic dependence of several 
states on drilling including New 
Mexico which gets 40% of its 
revenue from oil and gas. And, on 
another note, he sees completing 
oil and gas infrastructure proj-
ects more difficult going forward 
despite the Biden administration’s 
support for infrastructure projects 
as job creators.

Overall, however, Yergin 
stressed that the new administra-
tion needs to keep an eye on U.S. 
energy dependence. Otherwise, he 
said there could be “severe eco-
nomic consequences with a lot of 
money going out of the U.S.”

Energy transition won’t happen 
overnight

As for the ambitious plans of 
companies to move away from 
fossil fuels, Yergin said the energy 
transition will take time.

“Everywhere you go in the 
energy world or climate world 
you run into the term ‘energy 
transition’ but I think it’s thrown 
around a lot without looking at 
the numbers,” he said. “Direction-
ally we are clearly going towards 
lower carbon, but the scale of it is 
not fully understood.”

In 2019, Yergin said a world 
economy of between around $87 
trillion and $88 trillion depended 
on fossil fuels for 80% of its 
energy. “You can’t just change that 
overnight,” he said.

Emerging economies will also 
continue to rely heavily on fossil 
fuels, according to Yergin, despite 
other regions’ efforts to reduce 
their own reliance on them.

“There is a transition but it will 
take time, and oil and gas will 
remain important for a long time,” 
he said. “If you look at India, their 

energy transition means moving 
away from wood burning and not 
burning waste product to cause 
indoor pollution.

“There are different meanings 
to the energy transition” he con-
tinued. “One thing that is clear is 
that carbon capture and storage 
has to be a part of the mix, even 
though some people reject it. The 
numbers simply do not work with-
out it.”

As the oil and gas industry 
continues to face pressure to fight 
climate change with an increased 
focus toward slashing carbon 
emissions, Patrick Pouyanné, CEO 
of French oil major Total SA, 
believes it’s important for gov-
ernments to work together with 
oil companies to ensure carbon 
neutrality.

In his fireside discussion at the 
virtual meeting, Pouyanné said: 
“If we want to go to carbon neu-
trality together with society, the 
public sector, the governments 
and authorities are very important 
because they will set some poli-
cies. And we all know if we don’t 
have some policies in place, it will 
be very difficult to go to carbon 
neutrality.”

“Transition, for me, means a 
journey,” he continued. “It means 
a journey in which we will have 
to adapt. Yes, for sure, with a clear 
target to go to carbon neutrality by 
2050, but also not thinking that it 
could be done in black and white 
and forgetting, for example, the 
affordability of this transition.”

Pouyanné not only expects 
governments to outline policies 
for carbon emissions, but to take 
the responsibility and to explain to 
the citizens and the consumers that 
“this journey will have a cost for 
everybody.”

Total has pledged to achieve 
net-zero emissions across its 
production and energy products 
used by consumers in Europe by 
2050, or sooner. Pouyanné, which 
recently launched a rebranding of 
Total to reflect this ambition, said 
this represented 60% of the com-
pany’s activities.

—Faiza Rizvi

Devon Energy declares 
‘industry-first’ 
variable cash dividend

Devon Energy Corp. said Feb. 
16 its board of directors had 
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declared a variable cash dividend 
in addition to its fixed quarterly 
dividend—an “industry first,” 
according to the CEO of the 
Oklahoma City-based oil and gas 
producer.

The $128 million variable 
cash dividend is in the amount 
of $0.19 per share based on 
the company’s pro forma 
fourth-quarter 2020 financial 
results, also released on Feb. 16.

“We are excited to reward 
shareholders and differentiate our-
selves from peers by declaring an 
industry-first variable dividend,” 
said Rick Muncrief, president and 
CEO, in a statement.

Previously chairman and CEO 
of WPX Energy Inc., Muncrief 
joined Devon Energy following 
the closing of the company’s 
acquisition of WPX in January.

Upon closing of the all-stock 
transaction valued at about $5.75 
billion, Devon Energy enhanced 
the scale of its operations, par-
ticularly a dominant position in 
the Delaware Basin within the 
Permian Basin where it expected 
to produce nearly 60% of its total 
oil production.

The company’s “fixed plus 
variable” dividend framework 
was implemented following 
closing of the merger with WPX 
Energy on Jan. 7. This cash-re-
turn strategy is designed to pay 
a sustainable fixed dividend and 
evaluate a variable dividend on a 
quarterly basis, according to the 
Devon company release.

“With our business scaled to 
consistently generate free cash 
flow, this innovative ‘fixed plus 
variable’ dividend framework 
is uniquely designed to enhance 
our ability to return meaningful 
and appropriate amounts of cash 
to shareholders across a variety 
of market conditions,” Muncrief 
added in his statement.

The variable dividend is in 
addition to Devon’s previously 
declared fixed quarterly dividend 
of $0.11 per share.

After the fixed dividend is 
funded, up to 50% of the remain-
ing excess free cash flow in each 
quarter may be distributed to 
shareholders through a variable 
dividend.

Both the fixed and variable div-
idends are payable on March 31, 
to shareholders of record at the 
close of business on March 15.

—Emily Patsy

‘Drill, baby, drill’
gone forever for 
U.S. shale

In an unexpected move, OPEC 
and Russia decided to keep a tight 
grip on supply at their OPEC+ 
meeting on March 4 as Saudi Ara-
bia urged fellow oil producers to 
exercise caution.

“‘Drill, baby, drill’ is gone 
forever,” Saudi Energy Minister 
Prince Abdulaziz bin Salman told 
a post-meeting news conference, 
taking aim at U.S. shale producers.

“I think all producers have 
learned that tough lesson—how to 
discipline themselves in a way that 
they can ensure that the well-being 
of the company and the well-being 
of the shareholders is maintained.”

Still, Salman wished the U.S. 
shale industry well in another 
interview with Bloomberg.

“We’ve never had any issue 
with shale oil,” he said. “It’s the 
shale companies which are them-
selves changing.”

“They have had their fair share 
of adventure, and now they are 
listening to the call of their share-
holders,” he added noting U.S. 
shale companies’ focus on share-
holder returns.

At their meeting on March 4, 
OPEC and its allies, known as 
OPEC+, agreed to extend oil cuts 
by one month into April, offering 
small exemptions to Russia and 
Kazakhstan. At the onset of the 
OPEC+ meeting, Salman noted 
that oil markets have improved 
since January, but urged nations 
to be cautious and vigilant.

“Let us be certain that the 
glimmer we see ahead is not the 
headlight of an oncoming express 
train,” he said as the meeting of oil 
ministers began. “The right course 
of action now is to keep our pow-
der dry, and to have contingencies 
in reserve to ensure against any 
unforeseen outcomes.”

After a catastrophic market 
collapse in 2020 saw oil prices 
plunge to lowest level in decades, 
historic supply cuts of about 10 
MMbbl/d were agreed by the 
OPEC+ group last April. The cuts, 
which gradually eased to 7 MM- 
bbl/d, have kept oil prices in check 
and markets rebalanced during the 
past few months.

Even though Saudi Arabia has 
managed to push oil prices higher 
through further voluntary supply 
cuts, an increase in U.S. shale 

production could flood the market, 
according to analysts, resulting in 
lower prices and oversupply.

“If prices remain where they 
are, we will see significantly more 
bullishness among U.S. operators, 
which will drive more aggressive 
drilling,” Ian Simm, principal 
adviser at IGM Energy Ltd., told 
Hart Energy.

Simm added that even though 
the Saudi oil minister has taken 
steps to repair the market, indus-
try experts fear the “taps could be 
turned to reign in overproduction 
elsewhere.”

“The Kingdom sees itself 
responsible for taking care of the 
oil market and the latest OPEC+ 
agreement clearly shows who is in 
charge,” Simm said.

On March 4, OPEC’s leader 
Saudi Arabia said it would extend 
its voluntary oil output cut of 1 
MMbbl/d, and would decide in 
coming months when to gradually 
phase it out.

“[Saudi Arabia] has more than 
made up for the mess it caused 
when it took part in an oil price 
war with Russia last year,” Simm 
said, “pushing for greater cuts, 
encouraging compliance and 
almost single-handedly bringing a 
price boom that has come to the 
rescue of its fellow OPEC mem-
bers’ finances.”

He also pointed out that stable 
oil prices and demand growth are 
substantial for the oil-dependent 
Saudi economy.

“It is important to remember 
that market volatility does little to 
help Riyadh, which despite efforts 
to diversify its economy, remains 
highly reliant on Saudi Aramco’s 
oil revenues,” he said. “With oil 
the country’s key resource and 
more than 200 billion barrels still 
to produce, Saudi interests are best 
served through stable prices and 
growing demand.”

While vaccine rollout has con-
tributed to oil prices jumping over 
$60/bbl, some analysts suggest 
that continued supply cuts by 
OPEC+ will send prices soaring 
higher.

“Under the current production 
scenarios, I would expect prices to 
rally above $70 in March supported 
by increasing rate of vaccination 
around the world and the increas-
ing likelihood of returning to part 
of pre-crisis normality,” said Yousef 
M. Alshammari, CEO and head of 
oil research at CMarkits.
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“I think the approach that the 
group has opted for is quite surpris-
ing to the markets especially when 
we saw Brent and WTI trading well 
above $60, almost back to their 
pre-crisis levels,” Alshammari con-
tinued. “Yet, the rationale behind 
this decision seems to be continu-
ing concerns about global recovery. 
It looks like the groups do not want 
prices to return back to $50s, and 
$60-$70 would be the ideal price 
range that the group would be 
comfortable with under the current 
production levels.”

Additionally, he noted that 
almost 5 MMbbl/d of the OPEC 
pre-pandemic production is off the 
markets, and to compensate for 
the loss of these barrels, the group 
may need Brent to be higher than 
$65/bbl.

Nobody really knows the answer 
to this question what’s next for 
OPEC and allies, which includes 
Russia.

“Well, it is very hard to predict 
OPEC’s next move in April and 
beyond,” Alshammari said.

“Now we have two vectors, the 
OPEC+ cuts and, equally import-
ant, the Saudi voluntary cuts,” he 
said. “I would expect suppliers to 
be willing to increase production 
as prices continue to grow, which 
is an economic principle. But 
when OPEC suppliers will be con-
vinced to do that remains highly 
uncertain.”

—Faiza Rizvi

Qatar Petroleum, 
Exxon CEOs talk
LNG, natural gas

If there was any doubt about how 
bullish Qatar Petroleum still is on 
LNG and natural gas, its $28.75 
billion investment in the largest 
ever LNG project—North Field—
should put that to rest.

Speaking during the CER-
AWeek by IHS Markit virtual 
conference, Qatar Petroleum CEO 
Saad Sherida al-Kaabi described 
the future of the LNG business 
and gas in general as “rosy.” The 
company, among the world’s 
leaders in LNG production, plans 
to share details on the second 
phase expansion of the North 
Field South project by year-end or 
first-quarter 2022.

“I think it’s going to be in higher 
demand than we thought just a few 
years back,” al-Kaabi said of LNG 

on March 2. With the energy tran-
sition, he added, “gas is positioned 
very well for the future.”

Some oil and gas compa-
nies are betting big on LNG as 
the outlook appears promising 
despite volatility seen in 2020. 
As companies work to shrink 
their carbon footprints, demand 
is forecast to rise by 3.4% per 
annum to 2035, creating the need 
for about 100 million metric tons 
of additional capacity, according 
to a recently released report from 
McKinsey & Co. Though demand 
growth is expected to slow by 
growing only 0.5% from 2035 
to 2050, more than 200 million 
metric tons of new capacity will 
be needed by 2050.

Recent demand spikes seen in 
Asia bolster al-Kaabi’s confidence.

Qatar Petroleum plans to add 
another two trains at North Field, 
which al-Kaabi said will increase 
the company’s LNG production 
capacity from 77 million tonnes 
per annum (mtpa) to 110 when the 
first phase is complete in 2026 and 
to 126 mtpa by 2027 as part of the 
second phase.

The company in February 
tapped Samsung C&T Corp. to 
carry out engineering, procurement 
and construction services and the 
Chiyoda Technip Joint Venture to 
construct four LNG megatrains 
and associated facilities for the 
North Field East project.

Supporting anticipated LNG 
growth is an expected rise in 
gas demand in growing nations, 
according to al-Kaabi, who spoke 
on the panel with Darren Woods, 
CEO of Exxon Mobil Corp.

Woods pointed out the role that 
gas plays in people’s lives and 
how it supports economic growth.

“It’s in the industrial applica-
tions, which grow with the econ-
omy. It’s in power generation, 
which grows with the economy,” 
Woods said speaking to the fun-
damental value proposition of gas 
for society. “As people’s lifestyles 
improve and they have access to a 
better standard of living, their use 
of electricity grows.”

An added benefit is gas emits 
less CO2 when combusted com-
pared to coal in power generation.

The biggest growth market for 
gas and LNG is Asia, according 
to Woods.

“If you look at where there’s 
the biggest opportunity for 
growth, both from an economic 

standpoint and for people’s lives 
improving and their standards of 
living improving, it’s primarily in 
the non-OECD countries,” Woods 
said. About “85% of the global 
population are non-OECD coun-
tries, and their energy consump-
tion is about a third of what you 
see in the OECD countries. So, as 
that economy grows, as people’s 
lives get better, you’re going to 
see increased consumption of 
energy, and obviously, gas is 
going to play a key role in that.”

Gas is the only fossil fuel 
expected to see increased 
demand beyond 2030, according 
to McKinsey & Co. The consult-
ing firm forecasts gas demand 
will rise by 0.9% from 2020 to 
2035, peaking in 2037.

The rise comes amid contin-
ued focus on emissions and what 
Exxon Mobil and Woods call the 
dual challenge, meeting rising 
energy demand while addressing 
emissions and risks associated 
with climate change.

“One of the challenges with 
gas is the lack of alternatives in 
all applications in all areas of the 
world,” Woods said. However, 
when it comes to having more 
secure source of energy and sup-
ply, gas will play a role. “But 
with gas comes emissions.”

Exxon Mobil, like many oth-
ers, have turned to carbon cap-
ture and storage to help address 
emissions.

“We have been doing research 
for over a decade on carbon cap-
ture and storage to try to make 
that more economic, more effec-
tive, to allow us to capture the 
emissions that are generated by 
power generation and or indus-
trial applications,” Woods said. 
“We feel pretty good about the 
progress we’ve been making in 
that space.”

Qatar is also taking aim at 
emissions reduction targets. Its 
sustainability strategy aims to 
capture and sequester between 7 
mtpa and 9 mtpa of CO2 from its 
LNG facilities by 2027.

“In addition to that, we’re 
looking at adding some of the 
additional CO2 delivered … for 
enhanced oil recovery,” he said, 
noting oil will be needed and 
won’t disappear anytime soon. 
However, “gas is going to be a 
big part of the solution going 
forward.”

—Velda Addison







After the lost year of 2020, have private E&Ps 
and their sponsors had to rethink everything?

REVISING  
THE E&P 
BLUEPRINT

Well construction has improved dramati-
cally in recent years, and for the better. 
Now, is the construction of young E&P 

companies backed by private equity changing, 
and for the better?

The shale business model worked brilliantly 
for about a decade and some impressive fortunes 
were made by entrepreneurs and their private 
equity sponsors who were able to make deals 
quickly. That is changing. The popular strategy 
of drill-a-few-wells and flip has gone out of style, 
as investors demand higher returns. It may not be 
broken, but it is not a sustainable model either, 
sources said.

The traditional “waterfall” deal terms may not 
have changed, but ways for private equity back-
ers to incentivize E&P management teams has, 
with a greater emphasis on meeting return hur-
dles, rather than growth measures.

“Last year was just a whole new high of un-
certainty like we’ve never seen before,” said one 
E&P CEO.

Throughout the oil patch, E&P companies and 
their private equity sponsors are taking a longer 
view. But many began doing that even before the 
pandemic turned markets upside down.

Investor spoke with a number of sources to find 
out what business model works now and their 
plans for 2021, since oil prices have recovered 
back to reasonable levels, above $60/bbl at press 
time. A recent Goldman Sachs report, as reported 
by Bloomberg, said that as the rig count recovers, 
fully half of all rigs working now are operated by 
private companies, as bigger publics have slowed 
down their spending.

The A&D market that propels so many new 
E&Ps’ growth stories has been pummeled by 
commodity price declines. No one wanted to 
transact last year. Few even could. But sources 
told us they’ve begun to see a few signs the A&D 
market is waking up. Optimism is still a big com-
ponent of the industry’s DNA. 

ARTICLE BY
LESLIE HAINES

Plenty of 
sidelined private 
equity is waiting 
to act, said 
James Wallis, 
partner, NGP 
Energy Capital 
Management.
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Mountain Capital 
Management 
backed Bedrock 
Energy Partners, 
which is drilling 
in the Barnett 
Shale. 

MOUNTAIN CAPITAL MANAGEMENT
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“I feel like it’s steady as she goes. We’re still 
looking for ways to deploy our capital across 
the oil and gas side of the house [as well as 
in alternative energies] … a lot of new supply 
will need to be found every year just to keep 
production flat,” said James Wallis, partner, 
NGP Energy Capital Management.

He said a ton of private equity capital that 
hasn’t been deployed yet is waiting to be in-
vested. For NGP and others, he said, the dif-
ference in strategy today is a greater focus on 
building longer-term E&P businesses in the 
portfolio that can operate efficiently, reinvest 
their cash flow and grow in a sustainable, clean 
manner. Like most private equity providers, he 
said the hold time for a portfolio company is 
longer: just tack a couple more years onto the 
old three-to-five-year standard, he said.

“I hope people 18 months from now will wish 
they’d invested in oil and gas the way we’re all 
now wishing we had invested in Zoom,” said 
John Oberg, CEO of Hawthorne Energy LLC. 
Most recently he was with Three Rivers Oper-

ating Co. III, which was sold in 2018, and he is 
an alum of private equity provider Riverstone 
Holdings as well.

Even though the industry was in the midst 
of the pandemic, his startup got a private eq-
uity commitment from Carnelian Energy Cap-
ital III LP in June 2020. It has no assets—yet. 
Oberg thinks the A&D market will open back 
up this year as many E&P board members took 
a hard look at their assets last year and are now 
discussing when and if they can sell some.

Others are assessing whether it is time to put 
a rig or two back to work again.

“We did not drill in 2020 until we did a sev-
en-well pad late last year, so there was a delay 
in carrying out our capital plan. We’ve basi-
cally lost a full year of value creation,” said 
Ted Brown, CEO of Confluence Resources LP, 
which is primarily backed by Old Ironsides 
Energy LLC of Boston, NGP, State Farm and 
Wells Fargo.

To get started in 2016, Brown and team eval-
uated many plays but decided to zero in on the 

John Oberg, CEO 
of Hawthorne 
Energy LLC, just 
got funded last 
June by Carnelian 
Energy Capital.

Steward Energy 
II is active on the 
Northwest Shelf 
of the Permian 
Basin. 

STEWARD ENERGY II
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Denver-Julesburg (D-J) Basin, which met their 
criteria. It had strong well economics, famil-
iarity and markets were not constrained, he 
said. Brown and co-founder and chair Peter 
Dea have many years of experience, both as 
top executives with other E&Ps in the basin.

Confluence started with a small acquisition 
of undeveloped acreage, made some bolt-ons 
and trades, and now has about 12,000 net acres. 
It operates 31 wells and had one rig working 
before the pandemic hit. The Denver company 
was holding a board meeting in early March to 
define its next steps.

“Last year, we focused on doing more with 
less, and that set us up for 2021. Old Ironsides 
told us they have tremendous confidence in us 
and that, for now, let’s conserve capital and 
look at G&A. While we hunkered down, we 
kept looking … so we stayed busy,” he said.

“We believe we have a good idea of what to 
expect for well results, so now it all depends 
on what it costs to drill, and the price of oil. As 
we see the oil price recover, we’re hedged and 

we have maintained a strong balance sheet, so 
we can step up to new growth opportunities.”

New business models
The reaction to the lost year? Executives 

like Brown scaled back spending, drilled less, 
paused dealmaking, cut G&A and shored up 
balance sheets. “Ultimately, this will end up 
that the industry will be leaner, healthier, more 
profitable and more sustainable,” said NGP’s 
Wallis, echoing what many other sources told 
Investor.

“I think return expectations and the cost of 
capital will be higher, and that relates to a much 
more capital-constrained business,” he said. “It 
feels more like when I came into the business 
in 2004—then there was more focus on the re-
source and how cheaply can we turn it on line. 
Now we are looking at how we can thrive in a 
world that’s different than five years ago.”

The CEO of Pine Brook-backed Pursuit Oil 
& Gas LLC in Houston knows this only too 
well. It was founded in late 2016.

For Confluence 
Resources LP in 
the D-J Basin, 
value creation 
will pick up now, 
said CEO Ted 
Brown.
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In the D-J Basin, 
Confluence Resources 
LP drilled a seven-well 
pad in late 2020 and 
plans more activity 
this year. 

CONFLUENCE RESOURCES LP
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“That change in the flip model has been hap-
pening in real time for us, because we are four 
years in,” said Kirk Spilman. “It’s become ap-
parent we’ll need to hold onto our assets lon-
ger, so you have to have confidence that you 
can execute well and have an ability to invest 
in appropriate projects that generate a cash-on-
cash return.”

Pursuit operates in Webb and La Salle coun-
ties in the Eagle Ford Shale in Texas, and after 
hunkering down last year, it plans to pick up a 
rig soon and drill 10 wells this year. The com-
pany’s team is small, but with big ticket expe-
rience (Spilman was formerly with Marathon 
Oil Co.), and it prides itself on benchmarking 
itself against all comers. Spilman said he looks 
at cash operating margins, drilling efficiency, 
well performance and other metrics from pub-
lic and private data. Pursuit comes out in the 
top quartile on these measures, he said.

“We had been going through the acquire and 
appraise process, and right when we got to the 
end of that process, the normal course would 
have been to sell the assets, but we saw the shift 
happening [in the A&D market and for hold pe-
riods]. It’s a complex puzzle,” Spilman said.

“You’ve got the natural buyers who are full 
up on inventory, and investors who’ve fled the 
space, and those who stayed are making very 
pointed demands for returns and cash flow—
and all that is in the midst of us trying to prog-
ress our understanding of our asset and bring 
wells online.”

It’s not clear how active companies will be in 
2021, although the near-month crude oil price 
reached the important mark of $60/bbl at press 
time. Crude in the forward months is trading 
for less, however. Many observers wonder to 

what extent E&P companies will kick-start a 
surge in drilling. The rig count has crept up for 
weeks now.

“It’s no longer about buy-build-and-flip it. 
It’s more along the lines of delivering returns 
to your shareholders and with accepting a de-
layed exit strategy,” Confluence’s Brown said. 
“As we delineated our acreage in the D-J, we 
started to see the market deteriorate. Compa-
nies were being bought and sold on the basis 
of their existing production, so we started to 
think, how do we develop our properties and 
still focus on returns, and delay our exit?

“There’s a focus on PDP [proved, developed 
production], although we are very much look-
ing at new opportunities both inside and out-
side of Colorado,” Brown said.

Another effect of the downturn is that the 
formation of partnerships such as drilling part-
nership, or drillcos, has slowed to a crawl.

“I’ve been through a couple of ups and downs 
but [2020] was certainly unlike anything we’d 
ever seen. You had to gasp and catch your 
breath,” said Jordan Smith, a lawyer with Jack-
son Walker LLP, who has represented private 
equity firms when they form drillcos and other 
joint ventures. He has also assisted buyers and 
sellers in closing Section 363 sale acquisitions 
of assets out of a company bankruptcy.

“Now people are looking up and trying to 
figure out their next move, whether to core up 
or exit entirely. We’ve seen private equity in-
vestments that were precommitted be scaled 
back or deferred. In 2020, you didn’t want to 
drill at those low prices. It was a temporary 
moratorium.”

One thing Smith has seen change is the typ-
ical carry construct, especially in the struc-

Pursuit Oil & 
Gas LLC plans 10 
wells in the Eagle 
Ford this year, 
said president 
and CEO Kirk 
Spilman.

Pursuit Oil & Gas LLC will drill in the Eagle Ford’s LaSalle and Webb counties in Texas this year. 
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E&P buyers must 
operate longer, 
said Lance Taylor, 
president and 
CEO of Steward 
Energy II LLC.
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“EVERYBODY HUNG TIGHT”
J.D. Smith, CEO of Encore Permian Holdings LP, was born and raised in Big Spring, Texas, about 45 miles east of Midland on Interstate-20. His 

oilman father was born and raised there too.
Neither man ever saw the type of weather that threw the Permian Basin, and indeed all of Texas from Amarillo to Galveston, into disaster 

mode in February. Smith said he could not get out of his driveway for the first two days; he estimates his lawn got 6 to 8 inches of snow.
“It was bitterly cold. It may have been a 50, 60, 100-year storm, especially for it to be so many days below freezing,” he said. “No one 

remembers anything like it. I’ve definitely seen some crazy snowstorms before, but they lasted only two or three days. When I was in high school,  
I remember one time me and a friend used a cotton combine to help pull some big trucks back on to I-20. We made over $1,000 that day, which 
for a couple teenagers was amazing.”

But Texans are tough. During the recent “Great Texas Freeze,” some were able to keep right on working out in the field despite challenging 
conditions. Service companies helping Encore 
Permian were able to continue during most of 
the storm.

“Our crews just hung tight,” he told Investor. 
“The frac crew, the chemical guys, the wireline 
guys, everybody did a great job. It was quite 
amazing. We’re not really cold weather-hard-
ened down here like they are in Wyoming.”

The ProFrac Services crew was able to keep 
fracking a Wolfcamp A well on the company’s 
big project, the 8,000-acre, Colt 45 State Unit 
on the border of Reeves and Culberson coun-
ties, due west of Orla. Encore has 13 wellbores 
there; nine are producing and the remainder 
are being completed. One of the companies 
involved included Texas Pride Fuels.

“We were the only crew running a full com-
pletions program during the storm, but we did 
have to shut down the last few days because 
the sand mine we use [Atlas Sand] lost power 
for a while,” he said.

Luckily, the location did not lose power, the 
roads were not horrible and everyone was tak-
ing their time, Smith said. Plus, all the required 
infrastructure had been on location for several 
months, as the company moved the rig and 
completion equipment from well to well on 
1,320-ft spacing. In 2020 Encore completed 
two DUCs and drilled nine wells there.

Smith said he was lucky not to have to be 
there in person, although he has worked on 
frac crews when he was in his 20s offshore, 
including in northern China, where he saw very 
cold weather. At one time years ago, at age 19, 
he was the youngest-ever frac crew member 
working in the Gulf of Mexico.

In addition to praising his employees and 
the service companies, he credits his private 
equity backer, Castlelake LP, for support during 
a tough 2020. 

“Our capital provider has been a phenom-
enal partner, so we decided to go ahead and 
drill and complete the [Colt Unit] project,”  
he said.

“We had deferred all our completion work 
for 2020, but as we saw service company, consultants and associated costs come down as we went into mid-year, we ran the numbers and it 
made sense. The pricing we were getting quoted, and their eagerness to keep working … I think we were getting the cream of the crop in these 
teams out there. I don’t know that we’ll ever get that again.”

The company has increased well spacing on the pads, taking a more conservative approach, with current spacing at 1,320 ft apart. 
“We are aimed down the fairway, and we’re not trying to crush the ball,” he said.
For now, drilling is finished at the Colt 45 State Unit. Although Smith said he may drill a few more wells toward year-end after he gets his 

new reserve-based loan in place.
“In 2021, if things stabilize, I hope to drill anywhere from seven to maybe 12 wells, some in Loving County and possibly a few in the Midland 

Basin,” he said.
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ture of drillcos. “We did start to build more 
‘exit ramps’ in these deals as the years went 
on. Circumstances come up, whether it’s mar-
ket forces or your JV [joint venture] partners 
have problems.”

Smith thinks the definition of a core asset 
has shrunk for many companies as they adopt a 
tighter focus. Too, the average time a company 
might exist before exiting has changed. “You 
used to get in and get out in two or three years, 
but for a pretty good return, that has moved to 
as much as a seven-year horizon, if you want to 
see a 15% to 20% return,” he said.

A higher bar
The oil price war, pandemic and environ-

mental headwinds dominated headlines last 

year and accelerated the E&P industry’s evo-
lution to deliver a value proposition of returns 
more than growth. For many, that means oper-
ating for the long haul.

“It is unreasonable to think this industry 
can continue to cycle assets from one buyer to 
the next to the next, paying multiples on de-
ployed capital each time,” said Lance Taylor, a 
fifth-generation oilman based in Frisco, Texas.

“Somewhere along the asset life cycle, an 
operator must appear; someone with the tech-
nical proficiency and capital required to devel-
op the resource. As capital sources diminish, 
the ability to ‘eat what you kill’ while main-
taining the business needs through good times 
and bad, is more critical than ever.”

The founder, president and CEO of Steward 
Energy II is backed by NGP, and it focuses on 
the horizontal San Andres on the Northwest 
Shelf in the Permian Basin. It has over 100,000 
acres in Texas and New Mexico. Version I was 
backed by NGP and was sold in 2014. Taylor 
immediately created Steward II.

“Steward’s capital efficiency plan since late 
2018 has been to focus on core assets that 
provide the best cash-on-cash returns. By re-
cycling significantly less than 100% of our 
operating cash flow, we’re able to grow pro-
duction by single digit percentages year-over-
year, cover all corporate costs, improve our 

“As capital sources diminish, the 
ability to ‘eat what you kill’ while 
maintaining the business needs 

through good times and bad, is more 
critical than ever.”

 
—Lance Taylor,  

Steward Energy II LLC

Steward Energy II 
is backed by NGP
and focuses on 
the horizontal
San Andres.
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balance sheet and consider meaningful equity 
distributions.

“We are blessed with a sponsor [NGP] who 
supports our business model.”

Taylor said his strategy for the company did 
not waver during the downturn, one of many he 
has seen. The company is well hedged. In 2021, 
activity will be about 33% higher than the pre-
vious two years as he plans to drill and complete 
15 new wells and complete one DUC.

“This activity equates to a single drilling 
rig running about half the time,” he said. Re-
turning to $60 oil will yield additional profit-
ability, he added, but “it does not change our 
steadfast prioritization of corporate returns 
over growth.”

As Randy Dolan, CEO of TRP Energy in 
Houston, told Investor, “Our industry was 
already heading toward a new business mod-
el well before the woes of last year. Today, 
there’s a higher bar for our industry and for 
those companies looking to build-to-sell.

“In short, we have to deliver a buyer a real 
business, not a lease schedule.”

Dolan has been funded by Trilantic North 
America. The company’s Permian PUD loca-
tions work at a price into the $30s/bbl, and it 
has strong support from Trilantic, so it’s hop-
ing to drill and make some acquisitions this 
year, Dolan said.

A&D outlook
For private equity-backed companies, buying 

acreage or production is a cornerstone of get-
ting started and beginning to grow toward an ex-
it-worthy, mature stature. TRP is no different. It 
operates in the central Midland Basin and is al-
ways looking for assets to buy as well, although 
the A&D market has slowed to a crawl.

“We are constantly assessing which has a 
higher relative risk/reward. With respect to 
drilling, given the state of the A&D market, 
our PUD reserves are likely worth more on the 
surface than under the ground. Therefore, our 
plan is to drive returns with the drill bit and 
convert inventory to cash flow,” Dolan said.

“With respect to buying proved, developed 
production, the company looks for properties 
where it can create value by lowering operat-
ing costs, both LOE and G&A, and complete 
low-risk workovers.

“We may marry both of these plans, buy PDP 
and reuse cash flow from a PDP acquisition to 
fund additional drilling,” Dolan said.

 Jackson Walker’s Smith said there are buy-
ers out there, but they are few, and capital is 
tough to come by. He called 2020 a belt-tight-
ening year, a repositioning that he’s seen be-
fore, although there are opportunities to buy 
some good assets now for a song.

“I learned from my old boss, Mike Wich-
terich at Three Rivers, to always be talking to 
the asset market, and let the market tell you 
where to be. That’s our approach,” said Haw-
thorne’s Oberg. He did business development 
for Three Rivers for many years before creat-
ing Hawthorne last year.

“I’m somewhat upbeat about it. I think there 
are a lot of places where people like me can 
make some money. The world has now found 
out the value of hydrocarbons [due to the disas-
trous power failures in February in Texas].”

Oberg said the negative sentiments so preva-
lent among investors made him that much more 
appreciative of the value of private equity funds 
that had already been raised and were willing to 
be deployed, such as from his primary sponsor, 
Carnelian. That was one thing that compelled 
him to start Hawthorne, he said, adding that 
he’s somewhat a contrarian who likes the idea 
of starting a new oil and gas company in a busi-
ness sector everyone else is turning away from.

“It used to be you’d pick a basin, but for a 
smaller group like us, we’ll be more opportu-
nistic and look not so much at a basin as at sit-
uations, such as distressed properties, or areas 
where bigger companies want to sell assets,” 
Oberg said.

“You can’t focus on just one little watering 
hole. Even though oil and gas prices are higher, 
I think there’s going to be more A&D activity 
in 2021.”

Oberg anticipates an impending flip in the 
A&D marketplace. “I think the [A&D] pipeline 
is filling up rapidly … and assets will start to hit 
the market now. Even though oil and gas pric-
es are higher, I think there’s going to be more 
activity, and it’s going to overwhelm the buyer 
universe in 2021. Overwhelm may be a strong 
word, but you’re going to have 25 sellers and 
only 15 buyers. I think oil and gas prices have 
disconnected from the A&D market.”

Mountain Capital Management LLC is in 
the midst of raising its second fund, with a tar-
get of $650 million according to Securities and 
Exchange Commission filings. Its first fund 
closed in January 2018 at $645 million and is 
90% deployed.

There was a lot of noise in 2020 with the pan-
demic and it being an election year, noted man-
aging director Sam Oh.

“I reject the notion that the industry is going to 
consolidate to the point it would be dominated 
by a handful of huge companies,” he said. Small 
companies will still have a role. “The downturn 
started more or less at the end of 2015. All I’m 
saying is we’ve been talking about this down-
turn for five years, and people have been talking 
about consolidation for five years. To do a deal 
is very challenging and the benefits of consoli-
dation are less than you might think.”

Oh, and others, said they think once the re-
covery is well underway, the industry will be 
different.

“You’re going to have new players, new sup-
ply-demand dynamics, new business plans. 
There will be a much-needed reset on the busi-
ness models we have in place. If you’re going 
to be successful in energy, you can’t deploy the 
same strategy as five to 10 years ago.”

Existing companies, startups, joint ventures 
and A&D deals have been on the back burner 
for a while, giving everyone time to think it 
through. It will be interesting to see how they 
write the next chapters in the history of oil and 
gas value. M

Mountain Capital 
Management’s 
Sam Oh expects 
to see new 
players and new 
business models 
emerge.

E&Ps have to 
deliver real 
businesses, 
not just a lease 
schedule, said 
Randy Dolan, 
co-CEO of TRP 
Energy, backed 
by Trilantic North 
America.
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A BREATH OF  
FRESH CAPITAL
A new majority owner and a new CEO energize pure-play Eagle Ford Shale 
operator Penn Virginia to catch its stride.

In January, NASDAQ-listed Penn Virginia 
Corp. closed a deal with private equity firm 
Juniper Capital Advisors LP in which the 

Houston financier took a nearly 60% majority 
ownership position in the small, public indepen-
dent that calls the Eagle Ford Shale home. In 
exchange, Penn Virginia’s heavy-laden balance 

sheet was relieved of approximately $130 mil-
lion in debt, simultaneously almost tripling the 
producer’s liquidity under its credit facility and 
more than doubling its market capitalization.

It was a much-needed lungful of green oxygen.
The reflation partnership was announced in 

November, but had been in the making since 
before the COVID-related shutdowns and 
shut-ins last March. Juniper’s Eagle Ford 
portfolio company, Rocky Creek Resources, 
was surrounded by Penn Virginia’s acreage 
block straddling the Gonzales-Lavaca county 
border in Texas, and its leaders liked the as-
sets across the fence line. Juniper launched 
the discussions.

In fact, early negotiations considered a 
take-private scenario by Juniper, but the vol-
atility of the markets fueled by COVID-19 de-
mand destruction swamped that option. In the 
end, Juniper contributed $150 million of cash 
and assets, including Rocky Creek’s 4,100 net 
acres, to Penn Virginia.

INTERVIEW BY 
STEVE TOON

Penn Virginia Snapshot

Ticker PVAC

Headquarters Houston, TX

Focus Eagle Ford Shale

Net acres 90,100

Production 21,502 Boe/d

Gross locations 500

Market cap $703MM

Debt-to-EBITDA 1.4x

Source: Penn Virginia Corp.

Penn Virginia Corp. CEO Darrin Henke said the recent capital infusion from Juniper Capital 
strengthens the balance sheet “so that we can go about harvesting our inventory.”

STEVE TOON
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Penn Virginia’s corporate lineage dates back 
to the late 1800s, when it was formed as an Ap-
palachian coal company. It eventually evolved 
into a natural gas producer and then oil with 
assets in various shale basins until it narrowed 
its focus solely to the Eagle Ford over the 
past decade. More recently, it emerged from a 
Chapter 11 bankruptcy in 2016 and brushed 
itself off from a busted merger with Denbury 
Resources in 2019.

Darrin Henke joined Penn Virginia as CEO 
in mid-negotiations with Juniper in August, 
following the retirement of its previous CEO. 
Henke hails from Gary Permian, a private eq-
uity-backed E&P in which he was CEO, and 
before that as vice president of southern oper-
ations with Encana Corp., which included its 
Eagle Ford assets.

Henke spoke with Investor from his corpo-
rate office in Houston.
Investor Where are you from? How did you 
get into oil and gas?
Henke That’s a fun story. I was born in Iowa 
and moved to Amarillo, [Texas], when I was 
seven, as my dad was transferred there with his 
career as a mechanical engineer in the nuclear 
weapons industry. I graduated high school in 
’85, and all my buddies’ dads were in oil and 
gas, so I saw a lot of layoffs in the ’80s, and 
there was no way I was going to work in the oil 
and gas industry. I went to college paying for 
my own school at Texas Tech. I’m a mechani-
cal engineer by degree, and while interviewing 

for internships, mechanical engineering intern-
ships were paying $7 to $8 an hour, and Amoco 
was paying $11 an hour. I’m like, yeah, I’ll go 
work for this Amoco company and see what 
that’s about.

I worked for Amoco one summer and for 
Arco the next summer. I worked for Amoco 
in Sundown, west of Lubbock and a beautiful 
part of the world in Slaughter Field. They are 
old, conventional, vertical fields where they 
were doing water injection and CO2 flooding. 
The natural gas plants I worked in stripped 
the water and the CO2 out of the gas, and then 
reinjected it. That was my first foray into oil 
and gas.

The Arco internship was in Alaska. I was 
up there the summer of ’89, the same year the 
Exxon Valdez oil spill happened, so I got to see 
the impacts of that to the economy and society.

Oil and gas just gets in your blood, and if 
it’s for you, you can’t shake it. So I went off to 
college thinking there’s no way I’m ever going 
to work oil and gas and, looking back, that’s 
all I’ve done.
Investor What brought you to Penn Virginia?
Henke When you get into your late 40s, early 
50s, you get an itch to do something differ-
ent. I left a great company, Encana Oil & Gas, 
back in November of 2015, and with some 
colleagues in Denver, collectively we formed 
Gary Permian with Old Ironsides Energy out 
of Boston as our private equity backer. We put 
together an exceptional position in the Dela-

PENN VIRGINIA CORP.

Penn Virginia 
Corp. has 
resumed a two-rig 
program focused 
on the Eagle Ford 
Shale in Lavaca 
County, Texas.
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ware Basin north of 35,000 acres, drilled some 
good wells, and like most of the industry, we 
went on pause as commodity prices fell due to 
the COVID pandemic.

During our pause, I got a call from one of 
Penn Virginia’s board members who had 
watched my career for a while. He introduced 
me to the idea of the position and invited me to 
interview. As soon as I dug into the asset base 
and its potential, I fell in love with it imme-
diately. After a few meetings with the board, 
here we are.
Investor What prompted the investment from 
Juniper?
Henke Juniper has been investing in private 
companies in the oil and gas sector for a num-
ber of years and seeks assets or companies 
that offer solid cash flows and high-quality 
drilling inventory. They have a database of 
well-level returns across all major basins and 
have told me many times that they view Penn 
Virginia’s inventory as some of the highest 
return, lowest risk, development potential in 
North America. Juniper had been drilling next 
to us for a few years, so were very familiar 
with the operations and well-level returns. 
What I think got them most interested, beyond 
their familiarity, was our balanced portfolio 
of flowing wells and attractive inventory. That 
was first and foremost.

They saw an opportunity to come in and 
infuse a significant amount of equity into the 
company and help us strengthen our balance 
sheet so that we can go about harvesting our 
inventory.
Investor Was Penn Virginia under financial 
constraints prior to the funding?
Henke There was uncertainty around the elec-
tion and uncertainty around oil demand. We 
were starting to see another wave of COVID, 
and the vaccines were not out yet. We didn’t 
know where crude oil pricing was going to go, 
so it was an uncertain time relative to the di-
rection of commodity prices and our industry.

This was a great deal for our shareholders. To 
get a premium on our stock and to have $150 
million of equity infusion and another plus or 
minus $40 million of assets that fit really well 
with our asset base already, it was just a great 
deal. Deals get done when they’re a win-win 
for both parties, and clearly it was a win for 
Juniper as well.
Investor What makes it transformational for 
Penn Virginia?
Henke Paying down $50 million of our 
term-loan debt, nearly tripling our liquidity, 
extending the maturity dates into the future a 
couple of years—just all of the things it did 
to strengthen our balance sheet and make us 
much stronger regardless of future commod-
ity prices.

Access to capital back then was nonexistent. 
You couldn’t do it. All of the small- to mid-size 
independents were capital starved, and there’s 
still very limited access to capital today. Unless 
you’re a large independent or a major, you just 
don’t have access to capital markets. So having 

this much capital infusion coming in for equity 
was good, and it’s definitely a novel deal.
Investor With the change in ownership struc-
ture, how did your strategy change post-closing?
Henke The strategy hasn’t changed. Our strat-
egy has been to focus on cash-on-cash returns 
and develop our inventory, and that strategy 
has not changed. Our ability to implement our 
strategy has changed materially because our 
balance sheet is in such a better position.

We are in the fortunate position where we 
don’t have to drill but can choose to do so 
when the economics make sense. A lot of com-
panies will get in a position where they have 
to drill to maintain cash flow and all of the 
metrics relative to the credit facility and term 
loan. Now we have tremendous flexibility to 
execute the development of our inventory in 
a way that maximizes returns. And so when 
oil prices are high, like they are today, we can 
run two rigs, bring on production and layer on 
hedges. And we can do that well inside of cash 
flow and continue to pay down debt and make 
the balance sheet even stronger. If commodity 
prices weaken, we can slow down and preserve 
our high-quality inventory, preserving returns 
across the cycle.

Our independent reserve auditor, DeGolyer 
and MacNaughton, estimates we have about 
500 future wells on the books and current-
ly 250 of those wells are estimated to exceed 
an average 40% well-level rates of return at a 
$50 flat oil price. So in today’s environment, 
we expect to make a great return on our wells. 
At today’s pace, we have over six years of that 
premium quality inventory. My focus is to con-
tinue improving our operations and cost struc-
ture to make those additional 250 locations 
just as economic over time, and we’re already 
seeing evidence of that with recent well results 
exceeding D&M type curves.

Also, Penn Virginia has about 500 produc-
ing wells. Not a lot of small public companies 
have our depth of inventory relative to their ex-
isting PDP base. That is an incredible invento-
ry. Plus, because of where our assets are locat-
ed and our high oil content, we generate some 
of the highest margins per barrel produced. It’s 
an enviable position.
Investor What is your current activity?
Henke We have two rigs running currently that 
we picked up in the fourth quarter of last year. 
The plan for this year is to keep those two rigs 
running. We have a dedicated frac crew that we 
plan to run for most of the year, and occasion-
ally our schedule will likely allow us to pick 
up a second frac crew. We plan to turn in line 
40 wells this year and believe we can do that 
while still producing free cash flow, using that 
cash flow to further pay down debt.
Investor With oil rising above $60 recently, 
will you consider increasing activity this year?
Henke It’s not something we’ve talked about 
seriously. Our goal is not production growth 
or growth for growth’s sake. We intend to stay 
very disciplined in our pace of development. 
It’s all about cash-on-cash returns. A two-rig 
program will get production back up to more 
of a sustainable rate that we’ve had in the past, 

“We don’t 
have to drill if 

prices really 
pull back. Our 
balance sheet 

is in such a 
great position 

that we can 
let all the 

rigs go and 
hold onto our 

inventory.”
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more like 2019 volumes, and it’s a great place 
to be. And at two rigs, we believe we can grow 
production going forward, so it’s a very man-
ageable level of activity and it should deliver a 
great return for our shareholders.
Investor Do you have a percentage growth tar-
get—or cap—that you’re aiming for?
Henke We do not. There’s no growth target 
whatsoever. In fact, what we talk more about is, 
if service costs were to run up materially, we 
would consider pulling back the activity level 
to protect our returns. We don’t want to lower 
those return expectations trying to chase growth 
or maintain a two-rig program. If we can’t 
maintain the returns that we’ve set out to deliver 
this year, we will likely pull back the activity.
Investor What is the plan for excess cash flow?
Henke First and foremost, the plan is to use it 
to pay down debt. That’s the logical choice for 
us. We’re at 1.4x debt-to-adjusted-EBITDA 
today and our leverage target is to be in the 
1.0x to 1.5x range. So we’re happy with where 
we’re at today, but if we don’t have other uses 
for the free cash flow, getting down toward a 
1.0x ratio would be fine. We’ll give ourselves 
some room in case commodity prices do de-
cline. After that, we intend to review what 
makes the most sense on a returns basis.
Investor Do you have any desire to do acqui-
sitions?
Henke Absolutely. We would love to do ac-
cretive acquisitions that make sense. First of 
all, we’re focused on the Eagle Ford. If an op-
portunity came along that had some acreage 
outside the Eagle Ford in addition to some-
thing that’s really attractive to us in the Eagle 
Ford, we would look at that as well, but we’re 
not going to focus outside of the Eagle Ford 
individually or independently.

When we think about acquisitions, it first 
and foremost needs to be accretive to our 
stakeholders on a number of different metrics. 
In addition to typical accretion measures, we 
also think about relative margins, inventory to 
PDP ratios and the quality of that inventory 
relative to Penn Virginia.

Penn Virginia has one of the best margins 
in the business just because we have such a 
high oil cut, and we want to maintain those 
high margins, which we feel provides us with 
a major advantage if commodity prices were to 
drop again. We’re currently in the 78% range 
on oil relative to total production. We’ve fore-
cast over the next couple of years the wells we 
drill will probably average around an 80% oil 
cut, which is pretty unique. So, when it comes 
to M&A, we think about how well the acreage 
opportunity fits in with ours.

But there’s no certainty M&A will happen, 
and with the depth of our inventory, we don’t 
have to do M&A. We’ve got over 10 years of 
inventory with a two-rig program. The number 
one thing we need to do is execute with excel-
lence. There’s very little value baked into our 
share price relative to our inventory, and if we 
can get people to fully understand our inven-
tory and value it accordingly, that’s going to 
be wonderful for our shareholders. It doesn’t 
require M&A.

Investor Do you feel compelled to gain scale 
through mergers to attract more attention from 
Wall Street?
Henke No, we don’t feel compelled because of 
our strong current position. However, we do see 
better trading multiples for larger entities, and 
we certainly would love to have those type of 
multiples. That being said, they have to be ac-
cretive deals and they have to be smart deals. 
When you get larger just for the sake of being 
larger, the multiples are not going to come your 
direction. So we’d love to enjoy those multiples 
via M&A, but they’ve got to be good deals.
Investor Does the Eagle Ford need consolida-
tion?
Henke Our industry is ripe for consolidation 
across the board and the Eagle Ford is part of 
that. There is an opportunity for several players 
to consolidate, and there’s absolutely an oppor-
tunity for Penn Virginia to be a part of that.
Investor Would you prefer to be consolidator 
or consolidated?
Henke We’re agnostic. Let’s do what’s best for 
our shareholders. That’s what we’re here for. 
We’re not here to protect our jobs; we’re here 
to do what’s best for the shareholder.
Investor Is there room in the public marketplace 
today for small-cap, growth-oriented E&Ps?
Henke You certainly don’t hear it talked about 
much. When anyone talks about growth, that 
seems to be not-so-well received. At some 
point that will change. Our focus is cash-on-
cash returns. We are a unique small cap that 
we can grow and produce free cash flow, max-
imizing shareholder returns given our high 
margins. The company that can grow while 
simultaneously producing free cash flow and 
do it repeatedly year after year should be re-
warded by Wall Street over time.
Investor If prices were to go south again, at 
what price does your acreage break even?
Henke We believe we have a lot of wells that 
breakeven in the low $30s, and more in the 
mid-$30s.

But do you give it away at $30? Do you drill 
at all? Last year, we saw the price go below 
$30 into the $20s, and we shut in production 
and shut down rigs. So even if it’s economic at 
those levels, should we pursue that inventory at 
that point in time?

We don’t have to drill if prices really pull 
back. Our balance sheet is in such a great po-
sition that we can let all the rigs go and hold 
onto our inventory. We have very low G&A 
and are a very lean company. We feel we can 
absolutely weather quite a storm again, when-
ever it comes.
Investor Considering the unprecedented cir-
cumstances, how did you manage to have free 
cash flow through every quarter last year?
Henke Great hedges. Last year, we realized 
$93 million in cash from hedges. Obviously, I 
was not here, so it was the team that was here 
at the time, and our CFO Rusty Kelley was a 
big part of that.

Likewise, we’re being disciplined with how 
much capital we spend when the returns don’t 
justify the investment. When commodities 
dropped, the team had three rigs running and 

“All of the 
small- to 
mid-size 

independents 
were capital 

starved [in 
2020], and 
there’s still 

very limited 
access to 

capital today.”



42 Oil and Gas Investor • April 2021

PE
N

N
 V

IR
GI

N
IA

 C
OR

P.



April 2021 • HartEnergy.com 43

pulled back to zero pretty quickly, maintain-
ing the commitment to returns based invest-
ment of capital.

Then the team secured storage, held onto 
the barrels and sold them when prices were 
up materially. Every barrel of oil we sold last 
year on average received over $50 per barrel 
realized price. I suspect if that’s not one of 
the highest in the industry, it’s got to be close.
Investor What is your hedging strategy?
Henke We hedge when we make decisions 
to spend capital to lock in attractive rates of 
return. We have a significant amount of hedg-
es in place to protect those investments. First 
quarter, second quarter, we’re highly hedged, 
though we have done so with collars, allow-
ing for downside protection but exposure to 
upside movements in oil prices. You’ll see us 
continue to layer in additional hedges as we 
get further into the year, locking in incremen-
tal returns as we invest additional capital.
Investor As oil has bounced up significantly 
this year, are you missing out on the upside?
Henke Absolutely—and there’s nothing 
wrong with that as that’s not the way we view 
hedging. The hedging program is all about 
risk management and locking in attractive 
returns. We saw what happened with com-
modity prices last year, and it’s easy to forget. 
It was not that long ago, right? It hasn’t even 
been a year yet. We’re proud of our hedging 
program and what it did for us last year. And 
we’re still proud of what it’s doing for the 
company today: locking in what we believe 
are great returns. If prices rise, it means we 
get to lock in even higher returns for the next 
wells we drill.
Investor How is Penn Virginia addressing 
environmental, social and governance (ESG) 
concerns?
Henke With my history in the industry, ESG 
is a particular focus. We assembled a task 
force last year of management representatives 
across the company, and they are first in un-
derstanding what ESG initiatives are already 
in place and what data will be discussed rel-
ative to Penn Virginia’s performance. In the 
next month or two, we will put on our website 
a synopsis of where we stand relative to ESG.

It will show emissions; we’re trying to 
quantify that. Things such as how many truck 
trips are we saving a day by moving water 
around the field via pipeline? When we move 
oil via pipeline, how many oil trucks have we 
taken off the road? Those are the things we’re 
trying to quantify. Later this year and in fu-
ture years more goals will be wrapped around 
that, and we’ll look to benchmark ourselves 
versus our peers.
Investor With gas assets gaining popularity in 
a world focused on lowering greenhouse-gas 
emissions, would you consider balancing 
your portfolio with more gas?
Henke It all comes down to profitability and 
the margins, while operating in a safe and en-
vironmentally sound manner. We love the fact 
that we’re about the highest percentage oil 
producer of any Eagle Ford company. But that 
being said, if we can make a great Eagle Ford 

acquisition that is gassier and makes sense 
from all the other metrics, we’re open to that. 
However, our preference would be to keep our 
higher oil cut. In the end, though, it’s all about 
the economics and cash-on-cash returns.
Investor Are you concerned that the social li-
cense to develop oil assets might be revoked in 
the coming years by the movement to effect an 
energy transition?
Henke We take our social license to operate 
very seriously and strive to always operate 
responsibly. We also recognize there will be 
increasing focus on that aspect of our business 
as time goes on. When it comes to the future, 
being in the state of Texas and being in the Ea-
gle Ford, close to the Gulf Coast markets with 
very little federal or state involvement relative 
to minerals or surface, we believe we are in the 
best place we could possibly be to execute our 
business plan.
Investor How should the industry respond to 
negative sentiment it is currently facing?
Henke Our industry needs to do a better job 
of making sure that consumers understand how 
much oil we use day in, day out, not only in 
Texas and in the U.S. but throughout the world. 
We are providing a product that our society de-
mands and has demanded for a long time and 
likely will demand well into the future.

Our industry has made so many strides in 
the past 30 years, when it comes to our envi-
ronmental footprint and the way we conduct 
our operations. Our society could not function 
without the energy that we all take for granted. 
I’m proud to be a part of the industry that sup-
plies that, that allows us to afford the lifestyles 
that we do.
Investor What is your outlook for 2021?
Henke I’m excited about where commodity 
prices are at, about the asset base and inven-
tory we’ve built, and about the team we’ve 
assembled—we’re off to a great start this year. 
I think as we deliver these returns and grow 
free cash flow, we’re going to bring investors 
back into the space.

It’s great to be in a position where, regard-
less of the future commodity price environ-
ment, we’re set up to be a long-term player. 
Our inventory will work at very low prices, but 
we don’t have to drill it at very low prices. We 
can wait for prices to come back, and that’s not 
where we were a year ago or even six months 
ago. It’s a much better place relative to our 
balance sheet and liquidity.

So it’s good to not be worried about the 
balance sheet and just go and execute. Good 
things will happen. M

“We take our social license to 
operate very seriously and strive to 

always operate responsibly. We also 
recognize there will be increasing 

focus on that aspect of our business 
as time goes on.”

Penn Virginia 
recently 
completed the 
Lombardo Unit 
2H in Lavaca 
County, Texas, 
with a 5,650-foot 
lateral, which 
flowed 1,100 
bbl/d IP30.
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POST BANKRUPTCY STRATEGIES

The mileage had already worn smooth 
companies such as Oasis Petroleum Inc., 
Whiting Petroleum Corp. and Chesa-

peake Energy Corp. before 2020 and what 
was to come: an E&P demolition derby. The 
companies were plagued to varying degrees by 
huge amounts of debt and, abruptly, vanishing 
cash flow.

Combined, the companies were saddled with 
$15.2 billion. But in less than a year, like the 
sly rolling back of a debt odometer, the three 
marquee names owed just $1.9 billion.

Their secret? Bankruptcy.
After years of chipping away at their debt, 

the sudden drop in commodity prices last year 
pushed the companies off the stock exchanges, 
miniaturized market values and, finally, forced 
E&Ps to yield to the courts.

They were not alone. Last year, E&Ps lugged 
a colossal $53 billion into federal courthouses, 
second only to 2016’s $56 billion.

For 12 months, the debt laden and finan-
cially unstable operators of upstream oil and 
gas played what was essentially one of worst 
games of musical chairs ever.

As usual, bondholders, creditors and E&Ps 
carrying bold red debt were trying to hold on 
for another season. Then commodity prices 
collapsed. The pandemic, an escalating price 
war and a world held hostage by disease caused 
oil prices to shrink.

“The music just kind of stopped for every-
body,” said Austin T. Lee, an attorney with 
Bracewell.

But unlike the pruning of debt 
seen in 2016, E&Ps have largely 
seen their debt structures razed 
in the past 12 months. Newly 
retrofitted with streamlined staff, 
more promising cash flow and 
fiscally fit operations, the com-
panies have a debt profile that 
surpasses some industry leaders.

The question now is whether 
the companies are built to sell 
or built to last. The answer may 
be somewhere in between. 

Lee said bankruptcy can give 
companies and their new man-
agement teams the ability lock 
in G&A savings from prior 

management while also freeing themselves 
of unfavorable midstream contracts and other 
agreements.

“Then, maybe that asset is poised to operate a 
lot better and generate free cash flow,” Lee said.

Companies could use the cash flow to reori-
ent the company for a “build-to-last scenario, 
or just pay yourself back and get out of the 
deal,” he said. “Maybe that’s the build-to-last 
going forward, at least for a little bit.”

As Whiting entered bankruptcy on April 
Fools’ Day, it held $3.4 billion in debt. It exit-
ed bankruptcy in September with a mere $425 
million balance. Oasis similarly flattened the 
curve, winnowing its $2.8 billion debt to just 
$340 million. And Chesapeake exited bank-
ruptcy in February with $1.2 billion in debt, 
down from its June credit balance of $9 billion.

J.P. Hanson, managing director and head of 
the oil and gas group with Houlihan Lokey 
Inc., said the oil and gas industry has consoli-
dation on the brain.

Companies such as Oasis, Whiting and Ches-
apeake and smaller companies, such as Ex-
traction Oil and Gas Inc., emerged at 1.3 times 
leverage. Extraction tried to run an M&A pro-
cess during its bankruptcy and, Hanson said, it 
is still searching for an M&A partner.

“All of that is to drive consolidation,” Han-
son said of the scrubbed balance sheets. “But 
also to set up the capital structures such that 
if consolidation doesn’t happen, there’s a line 
of sight to have a long, flexible standalone 
[company].”

ARTICLE BY
DARREN BARBEE

THE GREAT WIPEOUT
In 2020, companies entered bankruptcy after a sudden plunge in oil and gas 
prices and, unlike the downturn six years ago, many emerged with nearly 
pristine balance sheets. But for what end?

Austin T. Lee, 
an attorney with 
Bracewell, said 
bankruptcy can 
give companies 
and their new 
management 
teams the 
ability lock in 
G&A savings 
from prior 
management 
while also freeing 
themselves of 
unfavorable 
midstream 
contracts and 
other agreements.

Selected 2020 Bankruptcy Exits

Filed Company Exit Pre-Bankruptcy 
($B)

At Exit 
($MM)

April Whiting Petroleum Corp. September $3.4 $425 

May Ultra Petroleum Corp. September $5.60 Eliminated 
$2B in debt

May Unit Corp. May $1 $180 

June Chesapeake Energy Corp. Feb. 2021 $9.1 $1,271 

June Extraction Oil & Gas Inc. Jan. 2021 $1.6 $265 

July California Resources Corp. October $5.9 $725 

July Denbury Resources Inc. September $2.1 $154 

September Oasis Petroleum Inc. November $2.8 $340 

Source: Haynes and Boone LLP, company filings, court filings
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But even larger companies, including Ches-
apeake, are saying, “Hey, look, somebody may 
want to merge into us,” Hanson said.

A reverse merger between a large private 
company and a recently emerged compa-
ny could make sense given the difficulty in 
launching an upstream IPO.

Such combinations could give companies 
complimentary assets and help solve bal-
ance sheet issues because of now low-levered  
publics.

“The entire mindset of the industry right now 
is consolidate. And if you can’t consolidate for 
some reason, then try to pretty up the capital 
structure as much as possible, so that you’ve 
got flexibility to live,” he said.

Chapter 22
It was an anomalous year of plague and price 

war. Commodity prices fell, then the death toll 
climbed. The globe stopped, but heads were 
still spinning.

“You had two black swan events,” Lee said. 
“There was a lot of confusion and zero con-
viction in the buyer universe. There was just 
a bigger pool of uncertainty that people were 
playing with than there was even in the prior 
downturn.”

Debt was different, too. Companies enter-
ing Chapter 11 bankruptcy saw their debt in-
creasingly tied to secured lenders and banks. 
Secured debt had risen to 46% in 2020 com-
pared to 35% in 2016, according to Haynes 
and Boone LLP.

Lawyers coined a new term for repeat bank-
ruptcies: Chapter 22. Ultra Petroleum Corp., 
for instance, filed for bankruptcy for the sec-
ond time in five years, according to Haynes 
and Boone.

“Obviously, last year was an anomaly for 
everybody in every single category of their 
lives,” Lee said. “The industry was having 
problems before all of that happened. I feel 
like a lot of the bondholders and different 
constituents and creditors …. were trying to 
work things out.”

CRASH COURSE
Pick a downturn. Six years apart, 2014 and 2020 were distinctly different 

in that one was like being trapped in a slowly sinking ship and the other 
a passenger on a jetliner, going down.

The results, in either case, were not happy.
The pace at which oil and gas prices fell in 2020 far outpaced the 2014 

downturn, said Duane Dickson, vice chairman and U.S. oil, gas and chemicals 
leader, with Deloitte LLP.

The downturn in 2014 lasted about 18 months. The 2020 crash nosedived 
in less than six months.

“The most recent crash also hit an industry already struggling with lower 
commodity prices and strained balance sheets,” Dickson said. “That has 
translated into a shorter restructuring cycle over the past year.”

In the previous downturn, the number of bankruptcies increased over a 
couple years before dropping back down. Last year, bankruptcies were con-
centrated in the first and second quarters.

By the second quarter, 30% of oil and gas businesses made up all defaults 
and included nine bankruptcies, six distressed exchanges and a missed inter-
est payment, according to Moody’s Investors Service. Perhaps as telling, 38% 
of those oil and gas companies had previously defaulted.

Deloitte expects the pace of bankruptcies to slow in 2021.
E&Ps are showing a fundamental shift with cash flows, which for publicly 

traded E&Ps remain higher in 2020 than they did in 2015 and 2016.
Dickson said that’s indicative of companies’ efforts to control costs and 

boost production. 
“Beyond that, management teams at many companies continue to empha-

size value over volume and are credibly committing to limiting reinvestment 
in line with commodity prices,” he said.

That reflects a heightened shareholder focus on profitability and concerns over spending.
“That doesn’t take dealmaking off the table, but M&A will need to be focused on profitable assets with oppor-

tunities for synergies at the right price,” he said. “That has been what is driving the increase in low-premium, 
all-stock deals in places like the Permian.”

The biggest question remaining is how to maximize value, which is partly dependent on unpredictable commodity 
prices.

“I think there will be an expectation for management teams to continue moderating their rate of reinvestment 
even if WTI continues to remain elevated following the recent [February] winter storms,” he said. “That focus on 
reinvestment could mean more scrutiny over rig counts as well as the number of wells drilled and completed in a 
given quarter. Tighter purse strings may dampen some dealmaking, but it will also open opportunities for consoli-
dation as companies optimize their portfolios and right size their rate of development.”

“The most recent crash 
also hit an industry already 
struggling with lower 
commodity prices and 
strained balance sheets,” 
said Duane Dickson, vice 
chairman and U.S. oil, gas 
and chemicals leader, with 
Deloitte LLP.
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Companies hit by the sudden price swing 
faced quick solvency challenges. Instead of 
sliding into a prepackaged, negotiated bank-
ruptcy, they had to scramble for immediate 
Chapter 11 cover. At the confluence of two 
disasters, Lee said all players were reluctant 
to make decisions, particularly in the early 
part of the year.

“I don’t think anybody’s problems got 
solved over that period,” he said. “But I think 
that everybody who really went through the 
process over the summer into early fall hit the 
same wall of restricted buyer sentiment.”

Lee saw three broad “flavors of buyers” 
emerge.

Public companies engaged with companies 
during court-ordered assets sales. Generally, 
public companies were in the hunt for stra-
tegic bolt-on assets in their fairway or close 
to it.

“A lot of the time they were trying to cherry 
pick the assets that they wanted to bid on and 
were really just kind of hanging around the 
process,” he said. “Maybe because they had 
claims against the debtors in various capaci-
ties, maybe as a nonop under a [joint operat-
ing agreement].”

More than anything, the public companies 
seemed to be keeping tabs on processes rather 
than interacting. 

“I did not see a ton of real, genuine partici-
pation,” Lee said.

Most often buyers were after PDP assets.
“Oftentimes those were private equity funds 

looking to just deploy capital in a blowdown 
scenario and, you know, try to hedge out their 
production for the life of those properties and 
save on the cost side,” he said.

Lee said those were the most competitive.
Private companies were also active and 

made up “really the natural acquirers and, in 
select situations, those companies participat-
ed and were successful in buying neighbors 
out of bankruptcy,” he said.

In such cases, the companies knew the as-
sets well and were willing to take a bit more 
risk documenting the deal.

The other type of buyer became the new eq-
uity owner through a prepackaged or restruc-
tured deal. Such buyers included hedge funds 
and mezzanine funds who saw their equitiza-
tion rise.

“Those people wanted to maximize the re-
covery on their investment, but they’re not 
looking to own and run an oil and gas com-
pany,” Lee said. 

They may have looked to maintain or covert 
to an equity position until a company is in a 
better situation sell.

“We were seeing a lot of interest in that and 
how pretty much this whole last year, there’s 
been a lot of people who were buying, buy-
ing, buying debt for cents on the dollar,” he 
said, “and then being willing to go through 
and equitize themselves, and then hopefully 
make a good profit on their investment.

“But those aren’t long-term owners and op-
erators of oil and gas companies.”

The curse of tourists
The eventual fate of the restructuring Class 

of 2020 will depend on who is now backing 
the companies, Hanson said. Some may try  
to sell fast, even at a loss. Others have far 
more staying power because of their slimmed 
debt profiles.

“It depends on who the stakeholders are,” 
he said. “You can’t really compare it to the 
restructuring wave in 2015 to 2016, because 
that was driven much more by high velocity, 
short-term traders.”

Hanson dismisses those investors as “en-
ergy industry tourists, at best.” He added, 
“They’re glorified day traders, and there’s no 
love lost, if you can’t tell.” 

The restructurings after 2016 weren’t deep 
enough, in Hanson’s view, because such trad-
ers were looking for “an immediate pop in 
commodity price” to turn a profit. Their bet 
was a rapid recovery of commodity prices.

“I heard repeatedly during that restructur-
ing period that there was this great V-shape 
recovery to oil price in 2009, 2010, and that’s 
exactly what’s going to happen in 2014.” 

Hanson said those traders had no sense of 
the industry’s supply and demand dynam-
ics or the broader market forces that were at 
play in 2014 and 2015. Such traders wanted a 
quick payoff and, in the process, engineered 
inadequate bankruptcies “to overlever these 
companies so they have to restructure again,” 
Hanson said. “The mindset is baffling to me.”

The shift in 2021 to a far more reasonable 
debt structure reflects a greater degree of pa-
tience from a different type of equity holder: 
regular weight, high-yield investors at house-
hold names such as Fidelity Investments Inc., 
Franklin and Lord Abbett.

Hanson said, “You have to look at the capi-
tal structure and say, ‘Who are the real stake-
holders? Who are the owners of this business? 
What are their appetites? Are they patient 
enough to hold onto this for a little bit? Are 
they that short-term investor, high-velocity 
trader mentality?’”

What he sees are reoriented equity owners. 
Some are looking for the first opportunity to 
“punch out” after bankruptcy. 

Hanson pointed to Enerplus Corp.’s deal to 
purchase Bruin E&P’s Williston Basin assets 
for $465 million. Bruin emerged from bank-
ruptcy in September after restructuring. Bru-
in offloaded $840 million in debt during its 
restructuring, then announced it would sell. 
Hanson said Bruins backers “wanted out of 
Dodge” and with cash.

Their clearing price was “still 50 cents on 
the dollar from recovery of their original 
debt,” he said. “And as soon as that, or plus, 
hit that number, they were out.”

But the stakeholders for Oasis, Whiting and 
Extraction are different.

“They’re playing this longer term now,” he 
said. “They have the staying power to say, 
‘We’re going to be patient. We’re going to 
look for the right opportunity.’” M

The oil and gas 
industry has 
consolidation 
on the brain, 
according to 
J.P. Hanson, 
managing 
director, Houlihan 
Lokey Inc.



TEXAS GAS  
TO MEXICO
While U.S. natural gas demand was mostly flat  
in 2020, Mexico’s grew. And it came from Texas. 
The outlook is that Mexico will be ordering more, 
including from the Eagle Ford’s underdeveloped  
gas fairway.

NATURAL GAS

Glenn Hart’s new natural gas wells in 
Webb County in South Texas are a 
few miles from the Dolores/Columbia 

border crossing that seems to be a bridge to 
nowhere. But in 1992, it had its reasons for 
being northwest of Laredo: It’s the Mexican 
state of Nuevo Leon’s only border crossing. 
The state’s border with Texas is only about 9 
miles long, while Mexico’s five other border 
states share the other 1,950 miles.

The president and CEO of Rio Grande Ex-
ploration & Production LLC, Hart is informal-
ly known among business neighbors and asso-
ciates as the mayor of South Texas, having four 
decades of working the many formations from 
conventional to today’s unconventional.

One of his neighbors these days is EOG Re-
sources Inc., which is making a play of the Ea-
gle Ford Shale and Austin Chalk’s natural gas 
fairway in Hart’s Webb County that is the home 
of the Laredo/Nuevo Laredo border crossing.

The Eagle Ford’s far southwestern dry gas 
fairway hadn’t been tapped much in the play’s 
13 years relative to the oil fairway that in-
cludes Karnes County. The former Petrohawk 
Energy Corp. announced discoveries in Mc-
Mullen and La Salle counties north of Webb 
in October 2008 in the oil and wet gas/conden-
sate window. When announced, more natural 
gas wasn’t the news investors wanted to hear. 
Financial markets were in disarray and oil and 
gas prices had plummeted. Meanwhile, the 
Barnett and Fayetteville shales were topping 
their own record outputs month after month 
and the Marcellus and Haynesville shales had 
been announced in the 12 months prior.

“More natural gas” played like an ear worm 
of, well, insert the worst ear worm ever here.

‘It’s our turn’
Hart started his newest South Texas compa-

ny in 2017 with backing of Intrepid Investment 
Management LLC. Now that EOG has joined 
in Webb County—and Mexico’s natural gas-
short profile continues to grow—Hart is gain-
ing neighbors in the Eagle Ford’s southside.

Hart made three wells from one pad just 
northwest of Laredo, surfacing 100% dry 
gas and keeping the choke tight. “One of our  
lessons learned has been to not pull wells  
too hard,” he said. “So we have opted for 
longevity and ultimate recovery rather than 
headline IPs.”

The first well had a 12 million cubic feet per 
day (MMcf/d) initial rate. “We waited almost 
a full year and drilled a second and third [in 
2021]. They were both better than the first 
one,” Hart said. The initial rate on each was 14 
MMcf/d and pressure was higher. “So we’ve 
got three really good ones.”

The EUR for each is 14 Bcf. Laterals are be-
tween 7,000 ft and 8,000 ft.

Rio Grande E&P was planning two more 
wells at press time. That includes a first Chalk 
well, which EOG’s report on its Dorado play 
shows to be even more productive than the Ea-
gle Ford in the area.

ARTICLE BY
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“I’ve been telling people ‘It’s our turn,’” 
Hart said of natural gas. “We’re the guys that 
will be providing the electricity in the absence 
of all the other sources.

“I think the investing public is starting to 
catch on that that’s how it’s going to be. Natu-
ral gas for producing electricity is going to be 
the future for a while. It’s cleaner and cheaper.”

‘Just crazy’
U.S. natural gas exports to Mexico grew in 

2020 to close the year at 6.3 Bcf/d, after a 
5.2 Bcf/d start. Ten years ago, they were 1.2 
Bcf/d. Of current exports south, about 88% 
comes from pipeline connections at the Texas 
border, according to the Energy Information 
Administration (EIA).

As Mexico continues to build out big-pipe 
infrastructure within its borders, more de-
mand from Texas is expected, Katie Dyl, EIA 
lead natural gas modeler, wrote in a Wahala-
jara (Waha hub in West Texas to Guadalajara, 
Mexico) system report in July.

The 190-mile Nuevo Era pipeline is a 
straight line from northwest of Laredo to 
Monterrey, Mexico. On the U.S. side, it be-
gins in the midst of Hart’s leasehold in the 
area of Texas Highway 255.

Hart said, “I think there’s a lack of knowl-
edge among Americans that there are so many 
factories and products that are manufactured 
in Mexico.”

Mexico’s deregulation of some of its energy 
market beginning in the past decade “lowered 
the cost of consuming electricity and made 
that [manufacturing] sector boom even more. 
And it’s all fueled by natural gas.”

Before deregulation, natural gas was pur-
chased in Mexico from the national oil and 
gas company and cost up to $14/Mcf, while 
it could “be bought from us [in Texas] at $3, 
$4, $5.”

Many years ago, Hart met with a group of 
businessmen who were large energy consum-
ers in Mexico. “They were connected enough 
and wealthy enough to say, ‘We’re mad as 
hell, and we’re not going to take it anymore.’

“They were paying $12 and $14 an Mcf for 
their factories there, which is just crazy. Once 
Mexico deregulated the natural gas situation, 
even a little company like us can sell gas di-
rectly now to a General Motors plant in Mon-
terrey. That was unheard of 10 years ago.”

Suspending wind, solar
Mexico’s new president’s position on wind 

and solar are also a boon to natural gas de-
mand from Texas. In May, Mexico’s energy 
ministry directed the power operator, Cenace, 
to prioritize new generating capacity that is 
reliable rather than intermittent—that is, not 
wind and solar.

The country’s grid has 99% coverage and 
80,000 megawatts of generating capacity with 
12% of that generated from wind and solar, 
16% from hydro.

“As a result, in managing the grid, Cenace 
may give preference to the state-owned utili-
ty’s on-demand fuel oil- and natural gas-fired 
plants over more cost-efficient, but intermit-
tent, privately owned solar and wind power 
generators,” law firm Kirkland & Ellis LLP 
reported to clients after the news in May.

The head of Mexico’s National Commis-
sion for Regulatory Improvement quit, an-
nouncing it in a tweet. Kirkland & Ellis 
wrote, “Private solar and wind power projects 
now account for most of the new capacity on 
the Mexican grid. Approximately 10.74 giga-
watts of capacity added to the national grid in 
2019 was from solar and wind projects.”

Of the 63 solar farms in Mexico by last 
May, 24 were turned online in the prior year, 
“while the contribution of wind power gen-

2016 Completed
1. Roadrunner I and II
2. Los Ramones II

2017 Completed
3. Comanache Trail
4. Trans-Pecos
5. Nueva Era
6. San Isidro – Samalayuca
7. Ojinaga – El Encino
8. Ramal Hermosillo
9. Guaymas – El Oro
10. El Oro – Mazatlán

2018 Completed
11. Nueva Era
12. El Encino – Topolobampo
13. El Encino – La Laguna

2019 Completed
14. Valley Crossing (Nueces Brownsville)
15. Sur de Texas – Tuxpan
16. La Laguna – Aguascalientes

2020 Completed
17. Sierrita Expansion
18. Villa de Reyes – Aguascalientes – Guadalajara

2020-21 Under Construction
19. Samalayuca-Sásabe 
20. Tula – Villa de Reyes
21. Cuxtal I

2022+ In Service
22. Cuxtal II
23. Tuxpan – Tula
24. Jáltipan – Salina Cruz
25. Lázaro Cárdenas – Acapulco

Mexico Natural Gas Pipelines

Source: U.S. Energy Information Administration, Comisión National de Hidrocarburos, Mexico

Rodrigo Rosas, a 
senior research 
analyst for Wood 
Mackenzie, said 
that more natural 
gas-fueled power 
generation plants 
are coming 
online, such as 
an 875-megawatt 
facility in 
Guadalajara.
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eration to the national grid grew 34% in the 
same period,” the firm reported.

Another 44 renewables projects were to be 
turned online in the full-year 2020 and during 
this year, “representing investments of $6.4 
billion.”

Gas-fired power generation
Rodrigo Rosas, a senior research analyst for 

Wood Mackenzie, told Investor that more natu-
ral gas-fueled power generation plants are com-
ing online, such as an 875-megawatt facility in 
Guadalajara that began operating in October 
upon connection to the Wahalajara system.

This and next year, a combined 2.2 giga-
watts of new gas-fired plants are expected, 
he said. Prior to adding gas-fired plants and 
laying the pipe, Mexico’s power generation 
relied largely on oil in addition to ongoing 
hydro and geothermal.

Mexico has three LNG-import plants—at 
Costa Azul and Manzanillo on the Pacific 
Coast and at Altamira on the Gulf Coast. The 
Costa Azul facility is planned for conversion 
to export, Rosas said.

Meanwhile, Altamira near Tampico was 
displaced by the 2019 opening of the Sur 
de Texas-Tuxpan pipeline that begins near 
Corpus Christi, Texas. “Last year, Altamira 
received only one cargo,” Rosas said. “So it 
went from 1.8 million tonnes per annum to 
barely 70,000 tonnes. It is a massive drop.”

Manzanillo’s fate was met with the Waha-
lajara system leg to Guadalajara coming on-
line in 2020. “Cargos at Manzanillo started 
to drop,” Rosas said. “Mexico canceled three 
tankers at the start of the year, so displace-
ment is happening now.”

The pipeline from Manzanillo to Guadala-
jara has been converted to bidirectional, using 
tanks at the LNG plant as storage facilities for 

use in seasonal swings. “Mexico doesn’t have 
a storage infrastructure in place,” Rosas said.

“So they required LNG to work as a balance 
mechanism whenever there’s a [gas-supply] 
issue happening in the main pipeline grid.”

LNG import plants in the U.S. and Mexi-
co that were built in the first decade of this 
century made sense at the time—before the 
shale gas boom. The Pacific Coast terminals, 
in particular, compete with Asia for cargoes, 
though. And shipments from the Gulf have to 
traverse the Panama Canal to get there.
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EOG’S WEBB COUNTY PLAY
EOG Resources Inc. announced this past fall its Dorado play in the 

gas window of the Eagle Ford Shale and Austin Chalk Formation in 
Webb County, citing economics of between $1.22 and $1.24 per Mcf.
It had 17 wells—12, Eagle Ford; five, Chalk—by then, estimating 

1,250 high-graded, net well locations (530, Chalk; 720, Eagle Ford) on 
its 163,000 net acres that might hold 21 Tcf. Proximity to international 
markets, besides via pipe to Mexico, includes two LNG plants—at 
Corpus Christi and Freeport.

The Chalk wells have an EUR of 22 Bcf gross; Eagle Ford, 19 Bcf gross. 
Cost is between $6.5- and $7 million per 9,000-ft lateral. Combined 
thickness is 700 ft—400 ft of Chalk and 300 of underlying Eagle Ford.

As the southern, gassy window of the Eagle Ford is downdip and 
up to 14,000 ft below the surface, drilling to depth then out is about 
4 miles, Bob Brackett, an analyst for Bernstein Research, pointed out 
in an EOG earnings call.

In their first 12 months online, the Chalk wells produced an average 
of 3.5 Bcf each from an average of 6,600 lateral ft per well. The Eagle 
Ford wells produced an average of 2.8 Bcf each in their first year online 
from an average of 7,700 lateral ft.

All 17 of the initial wells in the play were completed in 2019, 
according to Ken Boedeker, EOG executive vice president, E&P. EOG 
plans to bring 15 net new wells online this year, all Chalk, he added.

Leo Mariani, an analyst with KeyBanc Capital Markets Inc., asked 
in the call about why the push for gas. Bill Thomas, EOG chairman 
and CEO, said the play has leading economics but also “gas has 
got a prominent future in the future energy supply. There’s no doubt 
about that.”

Rod Lewis, also an informal mayor of South Texas and a frequent 
flyer, hadn’t pulled a permit to drill in Webb County since September 
2019. A pilot of both rotorcraft and fixed-wing, Lewis’ headquarters 
are at the San Antonio airport.

He would buzz Petrohawk’s Eagle Ford discovery wells in McMul-
len and La Salle counties back in 2008 while they were being drilled 
and completed, inspecting the amount of pipe out there, thus depth, 
and also taking notice of the large frac spread.

Lewis pulled 30 new drilling permits in Webb County beginning 
this past September through January, including in EOG’s area, on 
Briscoe property, not naming a field thus likely a wildcat.

“One of our 
lessons
learned has 
been to not 
pull wells too 
hard,” said Glenn 
Hart, president 
and CEO of 
Rio Grande 
Exploration & 
Production LLC.
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Rosas said plans for Manzanillo had been 
for gas from Peru. But project completion 
was delayed and, then, Mexico’s administra-
tion at the time began to deregulate the coun-
try’s gas market.

Then Texas cut off the gas
During the near nationwide freeze in mid- 

February U.S. gas demand set a new record 
of 152 Bcf/d, according to a Simmons Ener-
gy report. The EIA reported Feb. 25 that the 
prior-week draw from storage was 338 Bcf. 
It was the second-largest one-week draw in 
U.S. gas-storage history, according to Tudor, 
Pickering, Holt & Co. Inc. analysts.

The figure excludes some of what would 
have been Texas’ demand had the power 
been on. In the midst of rolling blackouts  
that turned into just blackouts, Texas Gov. 
Greg Abbott ordered Texas gas exporters to 
suspend exports, including to Mexico, until 
Feb. 21.

Some 5 million natural gas consumers in 
Mexico had already lost service due to frozen 
pipeline infrastructure, according to The New 
York Times.

Reuters reported an estimated $2.7 billion 
in business losses, including production halts 
at a General Motors plant and at Volkswa-
gen’s Mexico operations.

Mexico’s demand; U.S. supply
Under the current outlook, “Mexico will 

continue to pull [non-indigenously sourced] 
gas primarily from West and South Texas,” 
Rosas said. And imports via pipeline, which 
already represented 66% of Mexico’s total gas 
supply in 2020 “play a crucial role to supply 
the market.”

At 40% of exports, Mexico is the largest 
buyer of U.S. natural gas, according to the 
EIA, and 54% of Mexico’s consumption is in-
dustrial, while 46% is power generation. The 
country’s demand fell to 7.5 Bcf/d in May, but 
began growing to new records during the sec-
ond half.

Some of the second-half 2020 growth in 
U.S. exports south is from the completion 
of the southernmost segment—the Villa  
de Reyes-Aguascalientes-Guadalajara— 
of the Wahalajara pipe system, adding 0.9 
Bcf/d, according to Victoria Zaretskaya,  

TEXAS NATGAS SPACE RACE
On the Gulf Coast at the Texas-Mex-

ico border, Tesla Inc. founder Elon 
Musk’s SpaceX Texas port is plan-

ning to use methane from local natural 
gas wells that the company plans to 
drill itself through a subsidiary, accord-
ing to myriad news reports.

An initial Starship rocket, SN9, was 
launched in a test in February and 
crashed upon landing at the Boca Chica 
Beach pad. A second rocket, SN10, was 
launched in early March. It returned to 
the pad but exploded about eight min-
utes later.

Meanwhile, Amazon.com Inc. 
founder Jeff Bezos’ family ranch 
property near Cotulla, Texas, is in the 
middle of the Eagle Ford Shale fairway 
in La Salle County and roughly equidis-
tant along I-35 between San Antonio 
and Laredo.

Bezos’ Blue Origin LLC spaceport 
north of Van Horn, Texas, in Culberson 
County is in the midst of the Delaware 
Basin. Its BE-3 and BE-7 rockets are 
fueled with liquid hydrogen and liquid oxygen; its BE-4 rocket uses liquid oxygen and liquid methane. It’s using local natural gas to manu-
facture the liquid hydrogen.

For SpaceX, the thinking is that methane could be manufactured on Mars for refueling ships for return flights to Earth; thus, its fuel of 
choice is methane, according to an IEEE Spectrum report.

For Blue Origin, its fuel choice is simply due to that it’s readily available and cheaper than kerosene of sufficient quality. Also, Blue Origin’s 
current plan is pleasure cruises to space on one tank.

According to a SpaceX filing with the FAA, the Texas facility “will be supplied by at least five nearby gas wells, along with two gas-fired 
power plants,” Bloomberg reported.

The rocket company estimates about a half Bcf is needed to fuel 10 launches a year. A subsidiary, Lone Star Mineral Development, bought 
mineral rights in the Boca Chica area and an 806-acre lease, Bloomberg added.

SpaceX Texas bought two offshore rigs from Valaris Plc last year, according to the report, adding that “they’ll likely be used as landing 
pads for SpaceX’s reusable rockets, FAA records show.”

STEVE TOON
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EIA lead operations research manager, in an 
October report.

Completion had been delayed by Mexico’s 
new president who wanted contracts renegoti-
ated. Mexico-based Fermaca, the Wahalajara 
system’s owner, was the last holdout, accord-
ing to Reuters. Other pipeline operators, in-
cluding Carlos Slim’s Grupo Carso, had come 
to new terms earlier.

Meanwhile, Nitin Kumar, a securities ana-
lyst for Wells Fargo Securities LLC, wrote in 
early February that U.S. gas supply is declin-
ing and this will continue into, at least, 2023.

“A key component of our view is the lack of 
incremental bank and private debt capital for 
private operators to grow volumes,” he wrote.

The EIA projects natural gas demand for 
industrial use and for exports into 2050 to 
grow—about 6 Bcf/d more for exports and 
about 3.6 Bcf/d more for industrial—while de-
mand for power generation, residential, com-
mercial and transportation will be mostly flat.

U.S. gas production was about 90 Bcf/d in 
early February (before winter storms Uri and 
Viola), down from more than 93 Bcf/d a year 
earlier, according to J.P. Morgan Securities 
LLC. Meanwhile, demand was up about 8.7 
Bcf/d from a year earlier.

LNG exports were about 11 Bcf/d. The 2019 
average had been 3.6 Bcf/d. Pipe exports to 
Mexico were 6.4 Bcf/d in January, up from 5.3 
Bcf/d a year earlier.

J.P. Morgan analyst Arun Jayaram doesn’t 
expect a “Biden effect” on LNG expansion. 
“If Biden attempts to slow down new approv-
als of LNG export facilities, it will likely do 
little to slow development as some 26 Bcf/d 
of greenfield projects/expansions are current-
ly fully permitted.” M

U.S. NatGas To Mexico Via Texas, Pipe, 
2020 Avg. (MMcf/d)*

El Paso 234.6

San Elizario 184.9

Clint 82.9

Presidio 548.6

Del Rio 1.1

Eagle Pass 22.6

Laredo 288.4

Rio Bravo 210.1

Roma 445.4

Rio Grande City 1,617.2

McAllen 196.8

Hidalgo 352.4

Alamo 163.5

Brownsville 731.4

All Texas 5,079.9

All U.S. 5,460.8

* Border connections listed from west to east. Source: Oil and Gas Investor, using EIA data 
for January-November 2020 averaged by 334 days.
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RADICAL LEADERSHIP

On Oct. 22, 2020, video-conferenc-
ing platform Zoom Video Com-
munications Inc. zoomed past 

Exxon Mobil Corp. in total market value. 
This was not widely noted at the time out-

side the petroleum industry, but for the sector’s 
leaders it became an unsettling market metaphor. 

Coming toward the end of a year in which uncer-
tainty, volatility and hardship had already become com-

monplace, that moment followed an even more catastrophic 
moment in April, when WTI traded below $0/bbl.

Coupled with longer-term underperformance and pressure 
from activist investors, and the quickening pace of the energy 
transition, it seemed as if everything in the energy industry 
was turning upside down. Most industry leaders were unpre-
pared for this new reality. How they lead in the next decade 
could very well make or break the industry.

As the petroleum industry continues to navigate unprec-
edented price and secular decline and falls out of favor 
with investors, the real competition in the next decade 
will not be for customers, but leaders. From front-line 
managers to operating executives, CEOs and corporate 
directors, these new leaders will be in urgent demand 
to reshape, reposition and transform an industry that 
the world requires—and depends upon—more than 
we know.

This paper is a result of over a year-long effort 
which included more than 400 conversations with in-
dustry leaders, a survey of almost 100 CEOs, direc-
tors and investors, and our analysis of assessments 

of 183 industry leaders using Heidrick & Struggles’ 
proprietary leadership assessment framework, META 
(Mobilize, Execute and Transform with Agility).

The foundational energy source
Energy, specifically petroleum-based energy—which 

fueled the Industrial Revolution, modernized agriculture 
and powers the digital age—literally powers almost every 

other industry in the world. Though renewable sources are 
taking some market share (supported by the petroleum energy 

supply chain), most experts acknowledge that the vast majority of 

ARTICLE BY
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THE NEW  
ENERGY LEADER

Oil and gas executives face unprecedented 
duress as the world desires transition.  
Those who succeed in the next decade  
will exhibit these four essential attributes.
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the increasing demand for power cannot be 
generated or supplied by renewable sources in 
the next, or even following, decade. According 
to the International Energy Agency, fossil fuels 
make up 81% of global energy demand today, 
dropping to only 78% in the next 20 years, 
while overall demand is expected to grow by 
as much as a 50% by 2050.

Furthermore, energy poverty remains a glob-
al crisis, especially in sub-Saharan Africa, parts 
of Latin America, China and India: roughly 3.3 
billion people still live with little or no electric-
ity. All this means the energy business will re-
main fossil-fuel based for decades. David J. C. 
Mackay, a physicist at the University of Cam-
bridge, summarized the situation clearly: “I 
love renewables, but I am also pro-arithmetic.”

Already the protector of billions of lives on 
the planet, the petroleum industry provides 
electricity for clean water, heating, sanitation, 
cooking, refrigeration, communication, illumi-
nation and, most notable recently, the polypro-
pylene-based materials used for N-95 masks, 
hundreds of life-saving petroleum-based plas-
tics used in the production of vials, screening 
and protective gear, and machines in hospitals 
around the world. COVID-19 vaccines would 
not be possible without America’s plentiful 
supply of oil and natural gas. And it is petro-
leum-based power, not intermittent solar or 
wind energy, that cools COVID-19 vaccines 
to the necessary minus 70 degrees Celsius for 
months on end.

Put another way, Exxon Mobil would sur-
vive, perhaps even thrive, without Zoom and 
its sophisticated communication platform; but 
Zoom, nor any major technology company for 
that matter, could exist nor survive without the 
reliable, cheap and plentiful energy and mate-
rials (power, plastics, lubricants, solvents) that 
Exxon Mobil and its peers produce.

Built on bad economics
Petroleum-company leaders faced the events 

of 2020 having managed a paradox for the pri-
or decade or so. On one hand, many companies 
had soaring success during the American shale 
renaissance, which increased U.S. energy in-
dependence generating untold global geopolit-
ical benefits, and providing even more plenti-
ful, reliable and cheap energy.

On the other hand, the industry delivered sig-
nificant shareholder value destruction: the U.S. 
shale industry peaked without ever making 
money—production boomed, yet profits shrank.

Over the past decade, the U.S. nearly dou-
bled global market share, from 8.9% to 17%, 
but the sector delivered an average return on 
capital employed from 2010 to 2020 of 4%, 
well below the industry weighted average cost 
of capital. The decline was reflected in the 
S&P 500 Index, on which oil and gas compa-
nies represent less than 3% of the total number 
of companies, down from 10% a decade ago.

Furthermore, in January 2021, the S&P 
warned 13 oil majors that they were at risk of 
downgrades because of growing competition 

from renewables. And, as some upstream in-
vestors have bluntly noted, value destruction 
and indebtedness occurred precisely when 
the average exploration and production CEO 
earned well over 100% of their target perfor-
mance, while delivering massive share price 
underperformance.

The shale sector industry got religion about 
its business model in 2020 with companies 
embracing the concept of capital discipline 
and the need for free-cash-flow generation ver-
sus growth. But if the discipline fails to stick 
when prices recover, the industry will regress 
to its old “spend, baby, spend” habits, gener-
ating another cycle of share value destruction 
and broken trust. If so, the industry will in-
creasingly fall further out of favor.

To thrive going forward, energy leaders will 
need to maintain the discipline of their new-
er mindset: reducing cost, finding operational 
efficiencies, leveraging data/AI, and allocating 
capital smartly while also mitigating the car-
bon footprint and making new investments in 
the energy transition already underway. The 
industry must invest in a different frontier ba-
sin closer to home: the discovery, exploration 
and production of a new breed of leadership. 
Our research and decades of experience work-
ing with the industry suggest that successful 
leaders will need to:

	■ Think like an activist;
	■ Relate like a diplomat;
	■ Serve as an advocate; and
	■ Develop a new humility.

1. Think like an activist
A number of upstream investors have noted 

that many E&P stocks often trade below the 
value of their proved developed producing 
reserves, and therefore the market no longer 
believes in the reinvestment economics of un-
conventional oil and gas. Nor do investors trust 
the executives or board members who oversee 
capital allocation. Therefore, despite histori-
cally attractive valuations, there does not ap-
pear to be any incentive for generalist investors 
to come back to the sector, and dedicated capi-
tal is shrinking due to the truncated investment 
timeframe of most public equity investors.

The cost and capital efficiency discipline en-
ergy leaders have begun to embrace—essential-
ly, an owner’s mindset—is therefore essential to 
rebuilding trust and investment. The approach is 
one often brought by shareholder activists, who 
in recent years have expressed concerns about 
underperformance and weak governance in the 
sector and sought to influence the makeup of 
boards and management teams.

Viewed suspiciously, perhaps because activ-
ists have had, at times, an obsession with short-
term financial gain, shareholder activism per-
formed in the right way can serve as an effective 
monitoring tool for financial performance, gov-
ernance and decision-making in areas such as 
M&A and capital allocation, balance sheet li-
quidity and complex people decisions.

What if, for example, executive leaders em-
braced an “activist” mentality and brought it 
in-house?
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Or what if directors were less deferential to 
the CEO and demanded greater performance 
and accountability?

When calling for more robust governance, 
Warren Buffett, certainly no activist, once 
said of board directors, “We need more Do-
berman pinschers and less cocker spaniels.” 
The necessary shift in focus on what creates 
actual economic value requires, among other 
things, a culture of accountability and healthy 
internal dissent at the CEO and board level 
with a built-in rigorous system of checks and 
balances.

In addition, adopting an activist attitude in-
ternally can also create the ancillary, yet not 
insignificant, effect of mitigating the risk of an 
activist campaign.

2. Relate like a diplomat
Ambassador Richard Haass, the president of 

the Council on Foreign Relations (and former 
senior diplomat for two American presidents), 
was prescient when in 2009 when he spoke 
of the CEO as a diplomat. In energy in par-
ticular, over the past decade, the average day 
of a CEO, or local region or asset leader, has 
become increasingly complex and volatile, 
particularly for E&P and service companies 
trying to earn or retain the right of a “social 
license to operate.”

Global energy companies have always had 
to navigate through international complexity, 
adherence to foreign corrupt practices acts and 
foreign government partnerships and conces-
sions agreements. Looking ahead, nearly all 
(97%) of the executives we surveyed think 
that the regulatory pendulum will likely swing 
more in the direction of greater government 
intervention. This will mean businesses will 
need to work in even closer partnership with 
governments on a series of issues that include 
climate change, trade, investment, health, cor-
porate security and cyber-security.

In addition, the urgent rise in environmen-
tal, social and governance (ESG) accountabil-
ity, particularly in the wake of the pandemic 
and the global calls for greater racial and so-
cial equity, and a more active investor base, 
are together requiring business executives and 
government officials to manage an increasing-
ly overlapping landscape of interest groups, 
stakeholders and regulatory agencies. Indeed, 
the survey showed that 47% of industry leaders 
think ESG compliance is one of the top three 
issues facing the industry in the next decade.

A recent Edelman survey of 600 institution-
al investors representing over $20 trillion in 
assets in the U.S. underscores the financial 
risks and opportunities across all three ele-
ments of ESG: 87% of investors agreed their 
firm monitors specific ESG key performance 
indicators to inform investment decisions on 
an ongoing basis, and 88% say that compa-
nies that prioritize ESG initiatives represent 
better opportunities for long-term returns. In 
addition, investors increasingly want execu-
tive pay tied to ESG.

All this, as Ambassador Haass suggested a 
decade ago, will require diplomatic skills.

The strongest diplomats will be able to take 
their ESG performance from a routine “check 
the box” exercise or basic table stakes to cre-
ating competitive advantage with best-in-class 
performance on the mandates expected by reg-
ulators, proxy advisory firms and investors. 
Closely following the sustainability account-
ing standards board practices, among other 
ESG rating firms, is a start. Understanding the 
BloombergNEF, which assesses the energy 
transition risk of petroleum companies, will 
also help.

In addition, diplomacy can foster best-in-
class ESG performance across the board:

Environmental—Leaders should consider 
more aggressive initiatives to achieve effective 
environmental stewardship, such as inviting 
experts with external perspectives to board-
rooms and executive offices to inform and 
advise them. Also, a rigorous examination of 
environmental targets and disclosures in areas 
such as upstream emissions, methane and flar-
ing intensity, and attaching real, not discretion-
ary, compensation targets to specific plans will 
build both real progress and trust.

Social—The S&P Global Ratings consid-
er oil and gas to have extreme high exposure 
to social factors in all ESG categories. This 
means leaders should make an intensive effort 
to further heighten their companies’ sensitivity 
in areas such as safety, health and community 
partnerships. Though sector leaders have tradi-
tionally been defensive, the new energy leader 
should articulate the social benefits of oil and 
gas production and consumption.

Furthermore, energy companies are on the 
whole far behind peers in other industries in 
terms of diversity and inclusion, with most em-
ployees coming from the largely male-domi-
nated technical fields of engineering and geol-
ogy. Setting and tracking progress toward more 
aggressive diversity targets will be a start, and 
building consensus for doing so, as well as 
creating the inclusive culture that is crucial 
to companies’ seeing the business benefits of 

There have been periods in the industry when  
leaders have followed others’ strategies  

without taking the time to assess whether their 
organizations have the capabilities to execute them. 

Some refer to this corporate peer pressure  
as the “lemming effect,” when companies  

follow each other to their demise by submersion.
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diversity, will take new diplomatic skills for 
most industry leaders.

Governance—Boards should address board 
tenure and committee structure issues, and, in-
stead of deferring to the CEO as has often been 
the case in energy companies, they should re-
spectfully yet forcefully press for real ESG re-
sults that are transparent and actionable.

In addition, rather than resisting reforms in 
executive compensation, the new energy lead-
er will need to lead a renegotiation of their 
renumeration with the shareholder interests 
foremost in mind. Investors and boards should 
work collectively to create long-term compen-
sation structures that disclose and reward cash-
on-cash returns and long-term value creation. 
This creates alignment with long-term owners 
(not speculators) and enhances transparency at 
a time when trust is in short supply.

While companies have made progress on 
executive compensation reforms and diversi-
ty and inclusion (D&I) initiatives, substantial 
work remains. Indeed, two-thirds of executives 
surveyed rated the industry’s progress on D&I 
as “below expectations” or “poor.” Transfor-
mational success depends upon real commit-
ment as well as mastering the art of diplomacy. 
Leaders can build on their relative strength in 
adaptability to bolster their capabilities in ar-
eas such as learning, inspiring and influencing, 
and building talent and teams to become more 
successful diplomats.

3. Serve as an advocate
One of the greatest threats that CEOs we 

have talked with and our survey respondents 
identified is talent risk. This is a crucial, but 
far from the only, reason leaders must become 
advocates for their enterprises.

If leaders cannot be talent magnets, they will 
risk losing real talent share. Energy companies 
face not only fierce competition for technology 
talent specifically, but also serve in an industry 
that is increasingly becoming unpopular with 
many potential recruits.

Attracting diverse candidates is often even 
harder. Furthermore, most company engage-
ment surveys show that employees, especial-
ly millennials, tend to remain in a company 
(or an industry) where they find purpose and 
meaning, and flee businesses considered harm-
ful to their communities or the environment. 
Recruitment and retention in an industry that 
is losing the battle in the public relations narra-
tive, and identified by some investors, policy-
makers and the general public as a pariah will 
only become more acute.

More than half of the executives we sur-
veyed said that the industry had been too 
weak and defensive in its advocacy to date. 
By almost every measure, life has improved 

dramatically for humans over the decades be-
cause of increasing fossil fuel use (in areas 
such as life expectancy, standard of living, re-
ducing extreme poverty, cleaner water, a drop 
in climate related deaths per capita, and yes, 
the decrease in CO2 emissions in the U.S. as a 
result of the transition from coal-fired to gas-
fired power generation).

However, there are indications sector leaders 
are finding the courage to speak up.

Consider Adam Anderson, the CEO of In-
novex Downhole Solutions Inc., who placed an 
order with a leading U.S. clothing manufacturer 
for 400 jackets as Christmas gifts for his em-
ployees. But the order was immediately reject-
ed. Claiming consistency with its policy against 
co-branding with companies that sell alcohol, 
tobacco and pornography, the company said it 
could not co-brand with an oil and gas company 
either. The fact that these jackets are made with 
Nylon, a petroleum-based product, was not lost 
on Anderson or other industry leaders.

Anderson wrote a letter to the manufactur-
er’s CEO arguing that “low-cost, reliable ener-
gy is critical to enable humans to flourish,” and 
trumpeted the progress the industry has made 
in reducing harmful emissions. Touching a 
nerve, the letter went viral, especially among 
industry leaders who have grown weary of 
apologizing for the products they provide. An-
derson chose another jacket manufacturer for 
his employees.

4. Develop a new humility
When Albert Einstein said that the “great-

est measure of intelligence is the ability to 
change,” he was likely considering both the 
cognitive and emotional kind. His point about 
change rings particularly true as it relates to 

The road to transforming industry leadership  
begins with a recommitment to the  

development of leaders as well as thinking  
about leadership differently.
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leaders whose success or failure now almost 
entirely falls or rises on the depth of their emo-
tional intelligence (EQ).

The ability to change and heighten EQ is a 
key lever of all the attributes above. For de-
cades, the energy industry hired and developed 
smart, dynamic, sometimes charismatic, lead-
ers and granted them huge incentives based 
on volume, not returns. Those incentives and 
perks in turn often created what some might 
call a “sense of entitlement.”

For example, consolidation has been neces-
sary to reduce costs in the industry for more 
than a decade, but our survey shows that al-
most half of executives cite “social issues” as 
the biggest limitation to successful M&A. This 
suggests that at least some boards (and their 
CEOs) are consumed with their own profes-
sional and financial security rather than their 
companies’ and stakeholders’ best interests.

Another failure we have seen is some execu-
tives’ inability to act with agility over a failed 
strategic plan, such as overbuilding based on 
hyped geological potential or rosy financial 
projections. Moreover, the organizational cul-
tures many energy executives create around 
themselves do not encourage the kind of hu-
mility in which dissent is not only allowed by 
the CEO and the senior team, but embraced as 
a way of challenging assumptions and creating 
diversity of thought. This is likely one reason 
that so many leaders in the industry find it hard 
to be constructive disruptors.

In addition, there have been periods in the 
industry when leaders have followed others’ 
strategies without taking the time to assess 
whether their organizations have the capabil-
ities to execute them. Some refer to this cor-
porate peer pressure as the “lemming effect,” 
when companies follow each other to their de-
mise by submersion. During the Enron era, for 
example, CEOs of many other companies ven-
tured into ancillary noncore businesses, with 
well-known consequences. In recent years, 
leaders showed interest in complex financial 
tools to quarantine risk or raise additional cap-
ital to spend outside of cash flow, which in the 
end only created more indebtedness.

As leaders seek to change how they lead in 
a decidedly secular—not cyclical—downturn, 
they will have to resist the temptation to follow 
peers, remain disciplined, be agile when strate-
gic plans go awry, all by building a more hum-
ble mindset. It begins by placing the interests 
of others, their shareholders and the industry 
itself ahead of their own. A focus on talent and 
teams will help.

A renewed need for  
leadership development

We know the world will need more energy, 
not less. We also know that the petroleum in-
dustry will provide the vast majority of that en-
ergy for the foreseeable future. Returning the 
energy sector to prosperity depends not only 
upon price recovery and resurgent investment 
capital, but also on a new kind of human capi-
tal that inspires, models and invests in the pro-
duction of a new leadership model.

The road to transforming industry leadership 
begins with a recommitment to the develop-
ment of leaders as well as thinking about lead-
ership differently.

Theories on leadership vary, but perhaps 
none have been more discussed in energy in 
the last decade than Jim Collins’ epic “Good to 
Great,” which found that Level 5 leaders tend 
to be proverbial “hedgehogs,” doing one thing 
well. Collins’ work underscores the attributes 
we see as necessary: discipline, diplomacy, ad-
vocacy and humility. However, when William 
Thorndike published “Outsiders” in 2012, 
which was also widely noted in the industry, 
he focused on a kind of leadership that is both 
transformational and urgent, especially rele-
vant in the petroleum industry today.

Like Collins, Thorndike defined exception-
al executive performance as “returns for the 
shareholders over the long-term.” And he also 
emphasized some common characteristics of 
effective leaders, namely humility, frugality 
and tenacity. Thorndike’s “outsiders” amplified 
the importance of having a laser-sharp focus on 
per-share value as opposed to earnings or sales 
growth, exceptional talent for allocating capital 
and a belief that cash flow, not reported earn-
ings, determines a company’s long-term value. 
And Thorndike found that his successful exec-
utives were more like foxes, “knowing many 
things,” and thus were more versatile.

Successful energy leaders for the next de-
cade will need more adaptability than ever be-
fore. This means keeping their heads down like 
a hedgehog inside the corporation, executing 
on generating cash flow and savvy capital allo-
cation—building on their strengths in driving 
results and resilience. Yet they will also need 
to be like a fox, able to be diplomats and ad-
vocates, disrupting and challenging, inspiring 
and influencing, able to anticipate, learn and 
react to the dangers looming outside.

Countless CEOs and directors have told us 
they are concerned about whether they and 
their teams are sufficiently prepared to meet 
the challenge of the next decade. To prepare for 
the energy transition and ESG requirements, 
anticipate the next black swan event and seize 
opportunities for growth, they must heavily 
invest in a new leadership transition. This be-
gins with leaders developing a new humility 
and then building the capabilities to think like 
activists internally, relate like diplomats exter-
nally and serve as effective advocates for the 
industry that powers all others.

The fiercest competition in business has nev-
er been for customers, but for the best leaders, 
those who can anticipate, meet any crisis and 
build companies and industries that last. M

Les Csorba (lcsorba@heidrick.com) is a 
partner in Heidrick & Struggles’ Houston of-
fice and a member of the CEO and board and 
industrial practices. David Pruner (dpruner@
heidrick.com) is the partner-in-charge of the 
Houston office and a member of the CEO and 
board and industrial practices.
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EXPLORING  
EGYPT
Apex International is succeeding in Egypt, just not quite the way founder 
Roger Plank planned.

INTERNATIONAL E&P

The best laid plans often go astray, and 
this is especially true when someone is 
trying to establish a new E&P company. 

Unforeseen circumstances can block prog-
ress—commodity prices decline, negotiations 
fail, deal flow dries up, whatever. For Houston 
and Cairo-based Apex International Energy LP, 
the road to success was unexpected, for oppor-
tunity in Egypt knocked in the reverse order 
from what the owners envisioned. Luckily, 
Apex has made three discoveries in the Western 
Desert, with the most prolific one, the SEMZ-
11X, announced in January.

“When we heard about the well, we did high 
fives and then drank a beer. It was our first 
substantial discovery. There were just three of 
us in the [Houston] office at the time, so we 
celebrated for about 45 minutes—and then we 
went back to work,” said founder and CEO 
Roger B. Plank.

Testing 2,100 barrels a day (bbl/d), the 
SEMZ 11X was validation that Apex was on 
its way after the challenges Plank’s team had 
while creating Apex, a startup devoted to ex-
ploration and production in Egypt and the 
Middle East.

ARTICLE BY
LESLIE HAINES

EDC Rig 64 drilled 
a Cretaceous 
sand discovery 
for Apex 
International 
Energy in Egypt’s 
Western Desert. 
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First came the COVID-19 crisis. Last March, 
Plank flew to London to meet with some of his 
investors including Blue Water Energy LLP, a 
midmarket private equity firm that was part of 
the group that backed his startup in October 
2018. But then the coronavirus became global 
news and things began shutting down. Flights 
from the U.K. to the U.S were banned. He 
made it home on one of the last planes before 
the ban took effect in March 2020.

“We had a board meeting in London on 
March 10 … but then I barely made it home 
under the wire, right before the door got shut,” 
he told Investor.

Then there was the Russia-Saudi price war 
that slammed the oil and gas industry around 
the world, which unfolded at about the same 
time. Like most companies, Apex had to cut 
some G&A, but the downturn did not affect 
Apex as dramatically as Plank was used to see-
ing at a bigger E&P, because Apex as a startup 
had no revenue yet.

“Still, some of the wind went out of the sails 
for our investors. We were trying at the time to 
make the dream come true, to make a discov-
ery or acquire some production,” Plank said.

Why a startup in Egypt
Plank began thinking about establishing 

the company in 2015. He had retired from 
Apache Corp. in 2014 after a 32-year career 
there, serving as CFO and president. His late 
father, Raymond, created the company in 1954 
and entered Egypt in 1994. Apache was one of 
the first independents to establish a presence 
in several foreign areas, including Canada and 
the North Sea. It is the largest foreign investor 
in Egypt.

“I really enjoyed my retirement, and it wasn’t 
like I just really had to go back to work. But I 
was still in my 50s then and I asked myself, 
‘Is this it?’ I felt like I had unfinished business 
and that it would be fun to build something. 
It’s not the easiest thing in the world, starting 
a company, but it afforded me the opportunity 
to keep working with some really great people 
that I respect.”

Part of the allure of Egypt was that too many 
other people were running to the Permian Ba-
sin at the time. Besides, Plank was familiar 
with the opportunities, the resources, key peo-
ple and the investment landscape of Egypt, as 
it has been a cornerstone of Apache’s interna-
tional assets for many years. 

Last year Apache reported spending $840 
million in Egypt; the year before, $1 billion. 
Its latest guidance calls for five or six rigs to 
operate there this year, although the company 
conceded its Egyptian production will decline 
slowly while it devotes more capex to its dis-
covery in Suriname.

Plank started getting serious about forming 
a new company in 2015. At lunch one day, an 
investment banker friend said to him, “You 
know, Roger, you ought to go talk to some pri-
vate equity guys.”

“That appealed to me; that resonated,” Plank 
recalled. Warburg Pincus LLC was the origi-
nal seed investor in Apex, and along the way 
it introduced Plank and his team to the Inter-
national Finance Corp. and Blue Water. Apex 
management also owns a stake. President and 
COO Tom Maher, who worked at Apache for 
30 years, including in Egypt, heads up Apex’s 
Cairo office where there are 22 employ-
ees. Several other Apache alums with Egypt 

After about 
45 minutes of 
celebration for its 
11X discovery in 
Egypt, the Apex 
team went back 
to work, said 
CEO and founder 
Roger B. Plank.

Apex International Energy LP holds 100% working interest on 2,534 square kilometers in the 
Western Desert, on a concession acquired in a 2016 bid round. 

Source: Apex International Energy LP
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stamped on their passports help run the opera-
tion, along with several Egyptian nationals.

Early days, first steps
“Coming out of Apache after 32 years and 

starting up a company was a challenge, but 
I’m glad I punched back in and threw caution 
to the wind,” Plank said. “But then after the 
initial excitement of it, reality sets in. So now, 
finding the right investment opportunities that 
earn adequate returns for our investors is the 
biggest challenge.

‘A friend of mine used to say that the differ-
ence between success and failure is this much 
(picture a short distance between your thumb 
and forefinger), and that’s taken on new mean-
ing for me.”

Armed with a dream, experience and fund-
ing, Plank also had some good luck early on. 
The company was formed, but how to get into 
Egypt? The country normally offered conces-
sions every three or four years, but it sped up 
that timetable during an industry downdraft 
when the price of oil fell and demand for new 
concessions was low. Egypt held a bid round 
just as Apex was standing up. The fledgling 
company bid on three concessions and was 
awarded two. “For a tiny little company, we 
were elated,” Plank said.

In August 2017, Egyptian General Petroleum 
Corp. (EGPC) signed a $21 million explora-
tion agreement with Apex in the Southeast Me-
leiha concession in the Western Desert. Apex 
owns 100% of the contractor interest. Now that 
oil has been found, Apex and EGPC will form 
a 50:50 joint venture to operate it once the de-
velopment lease around the SEMZ-11X is ap-
proved by the Ministry of Petroleum.

A critical next step is to define the extent of 
the productive area. Agreeing on the develop-
ment plan could take a year, Plank explained. 
This process is currently underway with the 
goal of starting production in the third quarter 
of this year, he said.

“Our hope and intent early on was to be able 
to buy producing assets in the Western Desert 
and use that cash flow as a basis to grow, to ex-
plore,” Plank said. “But opportunity knocked 
in the reverse order before any acquisition ma-
terialized.”

In this case, the plans didn’t work out the 
way Plank thought they would, but the result 
was still gratifying. While the company scout-
ed for acquisition opportunities, it also began 
drilling as good deals had not yet materialized. 
Apex made three straight discoveries on its 
Southeast Meleiha concession in 2021, after 
drilling three dry holes on the West Badr el Din 
concession in 2019 and 2020.

The company’s biggest success, announced 
in January 2021, the SEMZ 11X, is 10 kilo-
meters west of Zarif Field, which has cumu-
lative production of about 25 million barrels. 
Drilled to total depth of 5,700 feet, it found 
65 feet of pay in Cretaceous Bahariya sands. 
Testing resulted in 2,100 bbl/d with no wa-
ter. Additional pay in the Upper Bahariya and 

Abu Roash G formations can be added later, 
Plank said.

“It’s a bit early to see what the 11X could 
mean to us, but our pre-drill, P50 estimates 
were about 4.5 million barrels and our P10 
was more like 10 million. Again, we’ve got 
to appraise it … but that’s one investment that 
will pay out, I think,” Plank said. These reserve 
estimates do not include the other two discov-
eries or another handful of Bahariya prospects 
that were mapped on seismic and that will be 
drilled in subsequent campaigns.

The 11X was the second of three discov-
eries drilled on the concession. In 2019 and 
2020, the company arranged a $13 million, 
1,342-square-kilometer 3-D seismic shoot, 
which Plank thinks is a lot for a small com-
pany like Apex. In December, the first well, 
SEMZ-1X, found 17 feet of Bahariya pay and 
tested 100 bbl/d. This well will be fracture 
stimulated sometime later this year, he said. 
The most recent third well, SEMZ-3X, tested 
233 bbl/d of oil from 27 feet of Bahariya pay 
with no water.

Next up is the fourth well, an appraisal for 
the 11X discovery.

Looking for a deal
Apex continues to monitor the scene with 

hopes of making an acquisition to boost its 
presence in Egypt. “At this point, we haven’t 
bought anything, and there’s a degree of frus-
tration,” Plank said. “But at the same time, our 
investors still have money they want to put to 
work, so we’re still looking, and we’ve got a 
few things we are chasing.”

The landscape in Egypt has been changing 
and impacting deal flow. For example, Shell, 
which has operated in Egypt since 1911, an-
nounced its intention to divest its onshore 
Egyptian oil assets to focus on its gas assets 
offshore the Nile Delta. Last November, it en-
gaged Citigroup to help with the sale. Scottish 
independent Cairn Energy Plc and Dubai’s 
Dragon Oil Plc were thought to be among the 
interested buyers, but M&A action has slowed 
down due to oil price volatility and COVID-19 
travel restrictions. No Shell deal has been an-
nounced yet.

“Now that we have this discovery under our 
belt, we have the ability to grow organically,” 
Plank said. “So we’re on our way, just not how 
we envisioned. It reminds me of what [Gen. 
Dwight D.] Eisenhower once said: ‘Plans are 
worthless, but planning is everything.’ It never 
pans out exactly how you planned, but by be-
ing opportunistic and making adjustments, you 
can still find a way to succeed. Fortunately, we 
have very good people on our team who know 
what they’re doing.

“My dad used to say you can’t let short-term 
problems change your longer-term focus. You 
really have to focus on your Northern Star if 
you get blown off course. You make course 
corrections. That’s a bit of what we’ve had to 
do—we jumped at the opportunity to drill ear-
lier than we anticipated.

“It’s been a wild ride, it’s not been a straight 
line, but it’s been fun to bring it to this point.” M

“My dad 
used to say 
you can’t let 

short-term 
problems 

change your 
longer-term 

focus. You 
really have 

to focus on 
your Northern 

Star if you 
get blown off 

course.”

–Roger Plank
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SPAC ACQUISITION 
CONCERNS LOOM 
SPACs are an alternative and expedient route to going public, but the financial 
reporting, tax and governance aspects of the SPAC’s future investments must 
be considered.

BUSINESS TRENDS

Special purpose acquisition companies 
(SPACs), or “blank check companies,” 
have always been a component of the 

capital market landscape. Touted for their 
ability to help private companies go public 
faster without the costly and rigorous process 
involved in a traditional IPO, SPACs have 
experienced a resurgence in the current eco-
nomic environment.

While the traditional IPO market generally 
remained open to life science, financial ser-
vices, technology and healthcare companies 
in 2020, despite the global pandemic, SPACs 
are increasingly becoming the preferred path 
to the public markets for many companies. 
However, the results of foreign-backed re-
verse mergers into shell companies and an 
overinvestment in certain public sectors over 
the past decade should be a warning sign to 
SPAC investors, sponsors and auditors that 
financial and organizational governance can-
not be overlooked when considering an initial 
acquisition.

SPAC 101
Most professional service firms have written 

ad nauseum about “What is a SPAC?” or “SPAC 

101,” so we’ll spare you most of those details. 
SPACs are clearly a faster path to an IPO (i.e., 
an effective SEC registration statement on Form 
S-1) because they have no historical financial 
statements or related disclosures through which 
investors can assess the current management 
team’s operating results, financial returns or 
ability to monitor controls and costs. SPAC in-
vestors are simply betting on an all-star CEO 
or private equity sponsor for the chance to ap-
prove the company’s first acquisition and bal-
ance sheet structure in return for a share of the 
financial promote previously held only by the 
sponsor and management team.

Cashing in on the hype
SPACs aren’t a new concept, but the pan-

demic has driven some businesses to consider 
quicker ways to raise money and go public. 

Recent high-profile SPACs in 2020 include 
Virgin Galactic’s route to go public in a $720 
million blank check deal with Social Capital 
Hedosophia and Nikola Corp. merging with 
VectoIQ Acquisition Corp. that valued the 
combined company at $3.3 billion. In addition, 
DraftKings went public via a merger with SPAC 
Diamond Eagle Acquisition Corp. and a gam-

bling tech business, SBTech Global Ltd., 
while billionaire hedge fund manager Bill 
Ackman raised $4 billion in the IPO of 
Pershing Square Tontine Holdings, mak-
ing it the largest SPAC in history.

Energy-related SPACs are also hot. 
Energy SPACs in 2020 included East Re-
sources Acquisition formed by Terrence 
Pegula targeting the North American en-
ergy industry, which in July, filed with 
the SEC to raise $300 million in an IPO; 
private equity firm TPG in August report-
edly planned to raise around $700 million 
via two blank check companies—one 
focused on the technology sector and the 
other seeking out a target that operates in 
the energy transition industry; ArcLight 
Clean Transition Corp., a blank check 
company formed by ArcLight Capital 
Partners targeting a renewable energy 
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business, filed in early September with the SEC 
to raise up to $300 million in an IPO; and Riv-
erstone Holdings LLC in September reportedly 
planning a SPAC that will buy a business in the 
clean energy industry.

Shale boom déjà vu?
Investment dollars chasing economic po-

tential are flooding into the SPAC market at a 
record pace, but are SPAC investors consider-
ing the need for underlying fundamentals in a 
future transaction? By definition, SPAC initial 
capital must be spent (along with the debt typ-
ically needed to consummate a transaction) or 
otherwise returned to their investors. This begs 
the question of whether SPACs will overpay for 
quality assets or be left bidding up the acquisi-
tions of operations lacking the quality or gover-
nance to be viable in a public environment.

The current SPAC boom is eerily similar to 
the shale boom, until 2016 when energy spon-
sors raised record funds in search of acquiring 
hydrocarbon assets following the successful 
traditional IPOs of companies like Diamond-
back Energy Inc., Parsley Energy Inc. and RSP 
Permian LLC. Large institutional funds were 
required by their own governance structure 
to diversify and allocate a certain percentage 
of investments toward energy. And that they 
did. From 2010 to 2016, energy-focused pri-
vate equity firms raised more than $100 billion 
in funds earmarked for the oil and gas indus-
try and, just like SPAC proceeds today, those 
funds had to be spent.

The result was an overinvestment in oil and 
gas acreage and asset development that either 
never materialized into a public vehicle or may 
have been brought to market too early through 
de-SPAC transactions. 

Fast forward to today, and it appears that an 
influx of new capital from SPAC IPO proceeds 
in 2020 may be helping to artificially escalate 
P/E ratios across all market sectors.

Don’t get us wrong, we love SPACs. Oppor-
tune has led all financial statement, disclosure 
and valuation aspects of over a dozen reverse 
mergers and “de-SPAC” transactions dating 
back to 2005. Opportune has also provided 
back-office outsourcing and technical reporting 
to support the reverse merger and ongoing op-
erations of the “de-SPACed” entities to clients 
and private equity firms that lacked an in-house 
SEC-caliber back-office reporting function.

Attracting capital to the public markets is a 
good thing, and SPACs have certainly fit that 
bill in 2019 and 2020. But let’s stop solely 
touting the “blank check” and start focusing 
on what really matters—the acquisition and 
needed governance going forward. Like any 
acquisition: buyer beware. Management and 
related sponsors cannot lose sight of the fol-
lowing factors when considering de-SPAC 
transactions:

	■ Significant valuation and pro forma finan-
cial and income tax disclosures required in 
a proxy statement must be filed with, and 
approved by, the Securities and Exchange 
Commission (SEC) to consummate the 
transaction;

	■ Private companies often lack sufficient 
financial and income tax reporting infra-
structure and governance to initially pre-
pare SEC financial statements and related 
disclosures;  

	■ New stand-alone or carve-out financial 
statement audits of the acquired operations 
may be required;

	■ Investment bankers or SPAC management 
may require a new external audit firm to be 
engaged post-acquisition; and

	■ New public companies must immediately 
be capable of preparing board packets and 
financial statements in a short window to 
meet SEC reporting deadlines. 

The de-SPAC process 
A successful listing of a SPAC IPO is just the 

beginning of the process. SPACs typically have 
24 months post-IPO to complete a successful 
business combination. After a target acquisi-
tion has been identified and a deal negotiated, 
the “de-SPAC” process begins. Once a target is 
found and the deal is approved by sharehold-
ers, consummation of a reverse merger with a 
target entity completes the third and final step. 
The longer it takes for a SPAC to deploy funds, 
the more pressure it is under to consummate a 
transaction at, potentially, any cost.

To be successful, SPACs need an experi-
enced team of advisors that understand the 
de-SPAC process and the challenges related 
to announcing an acquisition, communicating 
to all constituents (SPAC shareholders, sec-
tor-focused institutional investors, employees, 
key business partners, the media, etc.) and the 
shareholder proxy statement process.

Financial statement considerations 
Historical financial statements and operat-

ing results of the registrant (which is likely the 
carve-out of the public company, or PubCo) 
become that of the accounting acquirer. As a 
result, pro forma financial statements are re-
quired within the proxy statement approved by 
the SEC and sent to investors for voting on the 
acquisition. 

Pro forma financial statements and foot-
notes include complex reporting and valuation 
adjustments to recast certain of the PubCo’s 
historical income statements and latest bal-
ance sheet to reflect the consummation of the 
de-SPAC transaction. Although unaudited, the 
pro forma financial statements are arguably the 
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proxy statement’s most highly scrutinized by 
the SEC, auditors and all stakeholders in the 
transactions.   

In a reverse merger, it’s the PubCo’s (i.e., 
SPAC’s) balance sheet that must be stepped-up 
to fair value upon closing of the transaction. 
Accordingly, all consideration given to SPAC 
shareholders must be valued and included in 
the purchase price. Goodwill is not uncommon 
in stock-for-stock exchange transactions. Ad-
ditional valuation exercises required for a de-
SPAC transaction may include the following:

	■ Share-based consideration for newly 
issued or modified awards granted to 
employees;

	■ Embedded derivatives within convertible 
debt, preferred stock and/or warrants uti-
lized to fund the acquisition or subsequent 
operations;

	■ Freestanding derivative instruments; and 
	■ Deferred tax liabilities resulting from the 
step-up of the SPAC balance sheet.

Income tax aspects of SPACS and  
de-SPAC events

Typically, the existing PubCo continues 
as the legal parent of the group, although on 
occasion a new entity can become the legal 
parent post-transaction (with similar effect). 
Other pre-exchange steps often occur to pos-
ture the two combining groups’ organization-
al structures for optimal post-exchange op-
erations (e.g., changes in domicile, creation 
of regarded or disregarded entities to manage 
state filings, etc.).

Since SPACs have cash on hand to offer 
as acquisition currency, the results of the de-
SPAC merger usually results in at least a partly 
taxable exchange that can take various paths 
depending on the desires of the parties. A 
common and straightforward form is simply a 
taxable asset purchase, even though the legal 
form of the exchange might be the purchase of 
member units of a disregarded limited liabil-
ity company. Additional PubCo shares and/or 
warrants are also often present.

Another form referred to in the income tax 
world is a “disguised sale,” which uses the 
SPAC’s cash to purchase a portion of the sub-
ject properties with the seller retaining some 
ownership, usually in the form of an operating 
limited liability company (OpCo) taxed as a 
partnership. The PubCo is deemed to purchase 
a portion of the subject assets and is thus en-
titled to future tax shield through deprecia-
tion, depletion and amortization allocations. 
This structure employs the “umbrella partner-
ship”—C corp (UP-C) pattern.

UP-C structures require additional corporate 
governance, multiple classes of OpCo units 
and significant registration and financial state-
ment disclosure. Further, additional PubCo 
shares (either common or preferred) and war-
rants are often issued in these arrangements. 
And finally, there may or may not be a tax 
sharing agreement employed, which shares the 
tax benefit from the increase in tax basis af-

forded to the PubCo from the taxable portion 
of the de-SPAC with the seller who was taxed 
at the time of the sale.

Either of these structures may be used on de-
SPAC mergers involving assets from a bank-
ruptcy estate.

Another form can result in a partly tax-free 
reorganization with income tax deferred on 
shares exchanged for shares. Cash is typically 
taxed when received, even if the stock portion 
of the consideration given by the SPAC is tax 
deferred due to meeting one of several possible 
tests for a reorganization under U.S. tax law.

Additionally, planners in cross-border events 
must be wary of existing U.S. corporate inver-
sion rules designed to tax effective control of an 
entity leaving the U.S. tax regime. Rumored tax 
law changes under the new administration may 
enhance the effectiveness of these obstacles.

Effective tax rates in these hybrid OpCo 
structures are often very nonintuitive as the 
portion of OpCo income is taxable (and sub-
ject to ASC Topic 740, Income Taxes), while 
the noncontrolling interest in the OpCo (which 
may actually be controlling) is taxable to the 
sponsors. The PubCo retains its tax attributes 
from its SPAC days, but these attributes (net 
operating losses and transaction costs) may be 
subject to being reserved on the registrant’s 
books until actual future usage.

Market timing is critical
Needless to say, there are many moving parts 

to SPAC acquisitions, and timing the market 
is critical. Most attorneys and bankers will say 
that delays in being ready to hit market win-
dows at the right time are always due to finan-
cial statement audit issues, and closing an ac-
quisition before the contractual termination of 
a SPAC is no different.

Opportune’s financial reporting, valuation 
and tax teams have a proven history of being 
accountable to management in providing the 
technical expertise and transaction experience 
to ensure that financial statement-related de-
lays don’t occur. M

Josh Sherman is the partner in charge of the 
complex financial reporting group of Oppor-
tune LLP. Sherman has 20 years of experience 
in advising financial and accounting executives 
on the formation, support and analysis of their 
teams. Lynn Loden is in charge of transaction 
services and taxation for Opportune. He has 
over 40 years of corporate tax and accounting 
experience with Big Five public accounting 
and similar professional services firms. 

While the traditional IPO market 
generally remained open to life 

science, financial services, technology 
and healthcare companies in 2020, 

despite the global pandemic, SPACs
are increasingly becoming the 

preferred path to the public markets 
for many companies.
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CRACKING  
HARD ROCK 
CHALLENGES
Testing is in final stages for a new impact drilling system that 
Houston-based Particle Drilling Technologies says will help 
unlock currently inaccessible reservoirs of oil and gas.

DRILLING ADVANCES

BRIAN WALZEL/ HART ENERGY



April 2021 • HartEnergy.com 69

While production from unconventional 
reservoirs has vaulted the U.S. into 
the world’s leading producer, a prolif-

eration of pay zones both around the world and 
in North America remain inaccessible because 
of the poor economics needed to produce them.

In places like the Middle East, China and 
South America, vast reservoirs of oil and gas 
are virtually locked because they are too ex-
pensive to drill, complete and produce. One of 
the barriers to accessing these reservoirs is the 
ability to quickly drill through hard rock. The 
time it takes to drill through hard rock strata 
makes hydrocarbon production not economi-
cally feasible. However, one company believes 
it has discovered the solution.

Particle Drilling Technologies Inc. is nearing 
commercialization of its particle impact drill-
ing (PID) technology that utilizes steel shot to 
break the rock ahead of the bit. The company 
has been testing the system in the Travis Peak 
Formation in East Texas, and after years of tri-
als and errors, it believes it has finally found 
the right combination of operational efficiency 
and economics.

“The particle drilling technology itself is a 
bit designed, for lack of a better term, to oblit-
erate the formation,” CEO John Schiller told 
Hart Energy during an interview on site out-
side of Tyler, Texas. “We’re hitting the forma-
tion 12 million times in a minute with BB shot, 
and we drill 3 to 4 inches off bottom. The hard-
er the rock, the quicker we drill.”

Schiller explained that the key to utilizing the 
PID system has been developing the surface fa-
cilities to deliver the shot into the mud stream, 
to get the shot out of the mud stream and to en-
sure it all occurs through a simple interface.

“The second thing, and where we have spent 
the last three years, is improving the bit so the 
bit can take the wear and tear downhole,” he 
said. “We call it the bit; it’s really a nozzle car-
rier, because we have our nozzle delivering shot 
at the velocity we need to obliterate the rock and 
then get everything out from under it.”

As Jim Shamburger, vice president of tech-
nology with Particle Drilling, further ex-
plained, the drilling system does not utilize 
cutters “of any type,” and consequently, does 
not need torque to drill.

“Once we have the 
shot down the drillstring 
coming out and coming 
back up the annulus, the 
off-bottom rotating torque 
declines,” he said. “There 
are no moving parts. It’s 
not a drag bit [and] it’s 
not a crush bit; it’s an ab-
lation bit. We’re ablating 
the formation, and then we 
recover our shot and turn it 
around and reuse it again 
and again.”

More conventional drill 
bits require 20,000 to 
60,000 lb of weight on bit 
(WOB). According to Par-
ticle Drilling, the PID sys-

tem drills with no WOB, which the company 
said greatly reduces torque, drillstring vibra-
tion and eliminates buckling of the drillstring. 
Ultimately, this can reduce the tendency of 
wellbores to deviate.

“This [hard rock] was a realm that PDC bits 
can’t get into,” Shamburger said. “By the time 
you imbed the cutters into something like the 
Travis Peak, your torque is extremely high. 
Your vibrations are extremely high, and you 
run into a lot of difficulties with other things 
due to the way you’re failing the rock. For 
us, torque is never high. We drill with maybe 
2,000 to 3,000 pounds of visible weight, but 
that’s essentially the particle pushback force. 
To me, this is a giant step change in many ways 
for rock failure.”

The components of the PID system include 
the particle injection unit, the drill bit and the 
particle recovery unit, which recovers particles 
from the drilling unit before they reach the 
mud tanks. The particle processing and storage 
unit separates particles from the drilled solids 
and a small amount of the return drilling fluid 
and serves as storage for the recycled particles 
prior to reinjection.

Schiller and Shamburger believe the PID 
system will eliminate hard rock drilling prob-
lems that lead to increased number of days on 
location and escalated costs.

“A lot of places have potential horizontal tar-
gets, but their problem is the tough vertical to 
drill through,” Schiller said. “Bolivia, Colom-
bia, Algeria, all of those places that have super 
slow vertical parts of the hole before they can 
get to where the product is, they can’t develop 
the resource they know they’ve got because the 
economics won’t work.”

Schiller added that Particle Drilling has been 
in discussion with companies in many loca-
tions where hard rock drilling is a challenge. 
He also said the PID technology would work 
well on multiwell pads.

“On a six-well pad, you could keep us parked 
off to one side, bring us in for the three or four 
days you need us, park us back on the side, 
skip to the next rig and bring us back in,” he 
said. “Those are where the economics really 
start to improve.” M
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Facing page, the 
Particle Impact 
Drilling bit 
doesn’t rely on 
WOB, which helps 
reduce torque. 
The system relies 
on high-impact 
shot working 
ahead of the 
bit to break the 
formation. 

The components 
of the PID system 
include the 
particle injection 
unit, the drill bit 
and the particle 
recovery unit. 
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Coleman Rowland
Managing Director, Enterprise Risk Solutions
BKD
Coleman Rowland is a managing director in 
BKD’s Enterprise Risk Solutions division and 
serves as the national consulting leader for en-
ergy and natural resources. His client service 
experience includes leading large-scale trans-
formation initiatives, optimizing financial man-
agement processes in complex, global business 
environments and assisting clients in solving 
complex business problems in domestic and 
global markets. He has more than 30 years’ 
experience working with power utility and up-
stream, midstream and downstream energy 
companies’ operations and financial systems.

Gerrad Heep
National Partner In Charge of Energy - Audit
Grant Thornton
Gerrad Heep has more than 14 years of ex-
perience serving private and publicly traded 
corporations and partnerships in the energy 
industry, including natural gas pipelines and 
storage, exploration and production, trading 
and marketing, chemical manufacturing and 
refining, oilfield services and seismic acquisi-
tion. He has advised clients on equity and debt 
offerings for publicly traded energy companies 
and due diligence projects relating to various 
M&A within the energy industry.

Oil and Gas Investor discusses risks 
and impacts of modern trends on 
bottom lines with Coleman Rowland at 
BKD, Gerrad Heep with Grant Thornton, 
Brian Baumler at PKF Texas, and Daron 
Fredrickson with Merit Advisors.

Daron Fredrickson
Partner
Merit Advisors
Daron Fredrickson is a partner with Merit Advi-
sors in Houston with 30 years of experience in 
the tax industry. Prior to joining Merit, he was 
the director of indirect tax at Chesapeake En-
ergy Corp. and has spent more than 15 years 
as a consultant and a decade in the corporate 
world. Daron has received the Distinguished 
Service Award from both the Oklahoma Oil & 
Gas Association (OKOGA) and the Louisiana Oil 
& Gas Association (LOGA). He currently serves 
on the board of LOGA and is chairman of its tax 
committee. Daron is co-chair of the OKOGA Ad 
Valorem Tax Committee, and a member of the 
Texas Oil & Gas Association Minerals Subcom-
mittee for Ad Valorem Tax.

Brian Baumler
Director, Audit
PKF Texas
Brian Baumler is an audit director and energy 
practice leader with PKF Texas and provides 
audit services to both public (SEC) and private 
businesses focusing on energy and energy-re-
lated businesses. His professional experience 
includes more than 30 years of public account-
ing experience in GAAP and SEC reporting 
with an in-depth knowledge of the oil and gas 
industry focusing on upstream businesses such 
as exploration and production, oilfield services, 
seismic and equipment manufacturers.



Investor What are the risks that private en-
ergy companies face when targeted by a spe-
cial purpose acquisition company, or SPAC? 
What do they need to be prepared for once 
they are acquired and de-SPAC’ed as a new 
public company?

Heep If the target company is not properly 
equipped to be a public company that could 
be a risk. For example, the company may not 
have the personnel to conduct the kinds of ac-
tivities a private company could previously 
defer—e.g., segregating duties, tackling com-
plex transactions and adopting new accounting 
standards. It is not uncommon for newly public 
companies to disclose material weaknesses in 
internal controls, which can be a big change 
for them.

Another risk is that the target company audi-
tor is not independent under the more restric-
tive independence rules spelled out by the Se-
curities and Exchange Commission (SEC) and 
the Public Company Accounting Oversight 
Board. This means that the target company 
might need to change its auditor and perform 
complete re-audits.

Fredrickson From our standpoint, the antici-
pated high-growth rate of these new companies 
creates challenges for establishing scalable 
state and local tax capabilities that can result 
in over-taxation or tax exposure. We have seen 
several high-growth companies over the years 
pay hundreds of millions of tax unnecessarily 
because they didn’t have a good understanding 
on the requirements of the state and local tax 
code. Making sure you have a good technolo-
gy, teams and partners to scale in all business 
functions as a high-growth public company is 
essential to share-price appreciation.

Rowland: One key thing to prepare for is get-
ting their accounting and financial reporting 
function “SEC ready.” The first step is to per-
form a “gap analysis” to identify the initiatives 
necessary to move the company toward the 
ability to create a timely and accurate financial 
statement in the eyes of the SEC.

Investor What is the impact of the move to 
using carbon credits, and what will it mean 
to the financial stability of these companies 
individually and the industry collectively?

Baumler The reduction of emissions and de-
carbonization is a growing commitment of the 
energy industry and providing carbon credits 
for carbon offset projects is a way of financ-
ing this initiative. Without carbon credits many 
projects would not be economical so they 
become critical to their viability and drive in-
vestor interest.

Ultimately, carbon credits/offsets are ac-
quired by companies that generate excess un-
avoidable greenhouse gases so it’s a way for 
the energy industry to take responsibility for 
their emissions and partially finance green 

projects. It further supports ESG [environmen-
tal, social and governance] initiatives with the 
majority of energy companies feeling a lot of 
pressure to support renewable energy, sustain-
ability and energy transition with the upstream 
sector facing the most scrutiny for its impact 
on the environment.

Thus, this growing trend has moved most en-
ergy companies to adopt ESG as a component 
of corporate policy and strategy since it great-
ly influences investors’ perception of winners 
and losers and demonstrates the industry’s 
commitment toward sustainability.

Fredrickson The primary change we are 
already seeing is the calculation of the compa-
nies to reduce their net carbon footprint. The 
challenge will be to do that and find a way for 
it to add to the revenue stream in some manner. 
If added as pure expense, profitability is most 
likely not attainable. Carbon capture, with de-
livery into a pipeline or market of some type, 
seems to be the vehicle of choice so far. In ad-
dition, we are seeing oil and gas companies, 
directly or indirectly, plan to add renewables to 
their portfolios. This addition is to make them 
as carbon neutral as possible.

The capital expenditures on these projects 
are significant and can add substantial state and 
local tax liability to companies. These can be 
offset somewhat with tax incentives or abate-
ments, which we prepare often for clients.

Investor Oil prices have risen from the bottom 
since last year to above $60 recently, but the 
forward curve remains backwardated. What 
is the impact of this on the valuation of oil 
and gas reserves, and how do you treat it from 
an accounting position? Can you “write-up” 
reserves after writing them down when prices 
are low?

Fredrickson The one constant in the oil mar-
ket is volatility. Volatility is based on supply/
demand fundamentals, but also significantly 
more on sentiment. Currently, in our client 
base, we see oil and gas producers all over 
the spectrum as to how to react in this mar-
ket. Reserve calculations are based on forward 
looking assumptions. In what we do, for prop-
erty tax purposes, the valuations are based on 
assumptions at a specific snapshot in time. The 
key is to make sure the property tax value is 
reflective of actual fair market value of the 
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“We have seen several high-
growth companies over the years 

pay hundreds of millions of tax 
unnecessarily because they didn’t 
have a good understanding on the 

requirements of the state and local 
tax code.”

 
Daron Fredrickson,

Merit Advisors
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underlying hydrocarbons at that point in time. 
Often times we find property tax values to be 
inflated, which can create a drag on well eco-
nomics as the owners are now paying higher 
ad valorem taxes.

Rowland We see three time horizons and re-
lated key questions working themselves out 
through the price of oil and the forward curve:

1. Post-COVID-19/vaccine time horizon 
(now) – When will this normalize?

2. Economy opening up/economic rebound 
(12 to 18 months) – How strong will the 
economic recovery be?

3. Move away from hydrocarbons (15 to 20 
years out) – At what pace will the tran-
sition occur?

With respect to the valuation of reserves, it 
depends how they are carried on the balance 
sheet. If the reserves are reported as PV10 or 
fair value, they can fluctuate in value based on 
price curves. If the reserves are part of an asset 
group and tested for impairment as such, it is 
likely a write-down.

Baumler Property valuations take into con-
sideration a point in time forward price curve 
when evaluating estimates of fair value which 
means forward prices today will not be the 
same prices tomorrow and will not be the fu-
ture prices on such dates upon delivery when 
you ultimately get there. Forward prices may 
follow a recent upward trend in volatility driv-
en by supply/demand dynamics; however, as 
months extend out into the future there is a 
downside bias until the market moves back 
into balance thus creating backwardation.

For successful efforts, company’s year-end 
valuations of underlying reserves are used as a 
basis in determining if there are impairments 
of oil and gas properties. An impairment is 
determined as of a point in time and fair value 
assumptions, under U.S. Generally Accepted 
Accounting Principles, do not allow for you 
to take into consideration near-term recovery 
of prices on a look-back basis. When an im-
pairment is required to be taken it is perma-
nent and cannot be reversed in future periods 
despite a recovery in prices, which seems 
counterintuitive to estimation assumptions.

Heep U.S. Generally Accepted Account-
ing Practices do not allow a company to 
“write-up” its mineral property balance af-
ter impairment. However, an oil and gas 
company following International Financial 
Reporting Standards allows this write-up, 
but no further than the original cost basis.

Investor With so many energy firms 
shedding head count or working re-
motely during the pandemic-driven 
downturn last year, has this created 
challenges—or weaknesses—in your 
clients’ overall business processes and 
internal control structures? What are 
the issues, and what can they do to ad-
dress them?

Rowland These groups are being asked to do 
the same—or more—work with fewer people. 
This is a good time to look at driving stan-
dardization and automation in the back office. 
Close automation tools have become afford-
able and relatively easy to implement. Robotic 
process automation has also become very pop-
ular. These are just two good examples of how 
to manage the challenge of reduced headcount.

Heep Our clients have been pleasantly sur-
prised by the ability of their people to work 
in leaner, more remote environments. Whether 
it be employees in the field, reserve engineers 
or accounting and finance staff, people have 
adapted quickly. One challenge I think any in-
dustry faces is how to implement and monitor 
your company’s culture in the remote environ-
ment. I don’t know the best way to address 
this, but I do think the increased focus on ESG 
came at a great time as it relates to sustaining 
a strong culture.

Baumler As markets push downward and such 
trend is other than temporary, companies quick-
ly respond by initiating cost-cutting programs 
with human capital generally at risk in areas 
that do not support growth of the business. 
Despite my bias that accounting departments 
are profit centers within an organization, that 
is not always the view when evaluating where 
costs can be trimmed.

Relieving headcount in areas where key pro-
cess controls exist oftentimes results in weak-
nesses that could lead to misstatements in data 
used in day-to-day operations and, ultimately, 
internal and external financial reporting. Man-
agement of the company uses this information 
on a day-to-day basis to make business deci-
sions and third-party external users of the fi-
nancial statements also use them to make in-
vestment choices.
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To address these concerns there are a cou-
ple of choices to consider. Look at systems 
and processes and assess where process auto-
mation would eliminate the need for a person 
who used to perform repeatable day-to-day 
tasks. Many companies choose to remain in 
primitive manual process or low-use technol-
ogy structures which are oftentimes riddled 
with human error. Process automation and 
digital transformation have big benefits gen-
erating consistency and reliability in infor-
mation, saves time, operational efficiency and 
ultimately reduces cost.

Fredrickson Unfortunately, we have seen the 
job losses from the significant reduction in 
G&A across the industry. As a result, we have 
seen mass outsourcing. The outsourcing we 
have been involved with has primarily been in 
the property tax and sales tax areas. The prop-
erty tax area, specifically, is still very paper 
driven and requires physical presence for many 
of the functions. Utilizing technology, our firm 
has developed capabilities to take on single 
functions or entire state and local tax depart-
ments as needed by our clients with a seamless 
integration into our clients’ day to day.

Investor The harsh downturn last year result-
ed in an exodus of experienced technical and 
operational talent from the oil and gas space. 
Will this talent be replaced when the econom-
ic environment turns around, and where will 
it come from? How much can technology ac-
tually replace people?

Baumler It seems that downturns in the ener-
gy industry in the past 20 years have become 
more frequent and longer in duration with each 
occurrence. With that, the highly experienced 
workforce has become concerned about their 
personal livelihood and hopes of building a 

nest egg as they near retirement. It has become 
commonplace that as they become displaced, 
it is becoming harder and harder to lure them 
back into the workforce over being gainfully 
employed elsewhere with less volatility.

I have always taken great pride in serving 
clients in the energy industry and enjoy the 
closely-knit energy industry community which 
makes a big city like Houston feel pretty small. 
Things have obviously changed and recruiting 
new talent has its challenges since the energy 
industry is not in favor due to its image. There 
is a need to bridge the gap between capabilities 
and skills. So, with the industry facing work-
force challenges, what can they do to over-
come this skills crunch?

If the workforce is not returning, consider 
automation of tasks where appropriate. Auto-
mation and digitation of data can eliminate the 
need for resources performing tasks that pro-
vide less operational value with the benefit of 
improved quality and consistency. Automation 
works great for repetitive tasks, but does not 
replace experience and judgment.

The other thing to do is upskill the work-
force. Upskilling, not reskilling, retains exist-
ing employees, experience and knowledge of 
the organization and provides opportunities 
for growth, professional development and in-
troductions to new technologies. The bene-
fits to the organization are that it bridges the 
knowledge gaps, boosts employee overall sat-
isfaction, moral and motivation which in turn 
provides an attractive platform for retention 
and helps an organization be competitive in re-
cruiting top talent.

Rowland We see the oil and gas sector fac-
ing challenges in replacing the technical and 
operational talent that is exiting. Artificial 
intelligence, machine learning and robotic 
process automation certainly can play a role 
in bridging the talent gap, but the sector will 
likely fall short.

Fredrickson We have in fact seen the exodus 
mentioned to some degree. That said, we have 
seen diligent companies find ways to keep 
their best young talent and high grade their 
positions in the market. The industry has been 
and continues to be blessed with a lot of talent-
ed teams and individuals. As we have grown 
throughout this downturn, we have been very 
fortunate to pick up talent along the way.

Nonetheless, the environment has creat-
ed structural challenges, but it is incumbent 
upon the industry to continue to find ways to 
work smarter so the commodity price volatility 
doesn’t turn into talent- recruiting volatility.

Technology does not necessarily replace 
good people, but it makes good people more 
efficient. A higher standard of efficiency 
should lend towards less volatility on the talent 
side in the future.

Investor How has your firm responded to be-
ing able to serve your clients effectively and 
efficiently during an era of remote operations 
and virtual environments?



Heep It starts with showing understanding 
and empathy to each client situation and then 
adjusting appropriately. We have clients that 
will allow a full team to come out to their of-
fices, while other clients still will not allow 
vendors to be on site. In the latter situation, 
we found creative and agile solutions, in-
cluding site visits and inventory observations 
using FaceTime, and process and control 
verification through live PC sharing. We 
also rolled out new offerings to help our cli-
ents manage the disruption and uncertainty 
of COVID-19—most notably a pandemic 
risk-assessment tool.

Fredrickson Luckily, we have been a technol-
ogy focused-firm and have had the resources 
to work remotely and virtually, so other than 
more virtual calls and less in-person meet-
ings, not much has changed. Our results for 
our clients were better than ever before in the 
last year.

Rowland Serving clients remotely was a 
daunting challenge at first, but it’s been tru-
ly amazing what we’ve been able to do in a 
work-from-home world. A key takeaway from 
this experience: For our junior professionals, 
the learning and mentoring that occurs when 
the first-year audit or tax staff is sitting in the 
same room as the in-charge or senior can-
not be replicated using remote tools. Also, 
from a marketing and business development 

standpoint, no other medium of interaction 
can replace good old face-to-face meetings, 
lunches, etc.

Baumler Here at PKF Texas, technology 
has been key to allow us to continue work-
ing effectively with our clients during the 
pandemic. We had already implemented the 
Microsoft Teams software and were begin-
ning to experiment through Zoom in advance 
of the pandemic, so that gave us a leg up on 
connectivity with our team members.

“The reduction of emissions and decarbonization  
is a growing commitment of the energy industry  

and providing carbon credits for carbon offset  
projects is a way of financing this initiative.  

Without carbon credits many projects would not be 
economical so they become critical to their viability 

and drive investor interest.”
 

Brian Baumler,
PKF Texas
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Keeping quality professionals has been a 
challenge for the CPA profession for as long I 
can remember. When life choices present them-
selves what we have tried to do is eliminate the 
option of exiting the firm to be the only option 
that would allow for life responsibilities and 
goals to be met. We have employees of the firm 
working in other states which we were able to 
achieve through the use of technology. This al-
lows our best talent to remain within the firm, 
working from anywhere effectively overseeing 
the work of our engagement teams, while con-
tinuing to be responsive to our client’s needs 
and expectations.

The pandemic event devastated a number of 
companies and negatively impacted the major-
ity of industries in one way or another. Being 
forced to work in a remote environment caught 
many companies off guard and scrambling to 
stay connected to the office, their teams, their 
operations as well as their customers and cli-
ents. Since we had made substantial invest-
ments in a virtual/remote infrastructure the 
impact of the pandemic was for the most part a 
nonevent and was well planned for.

However, what we were less prepared for 
was adapting to some of the challenges our cli-
ents faced. Some clients encountered suspend-
ed operations, lack of effective technology and 
managing the safety of their workforce which 
changed their priorities. We did observe that 
shifting to a 100% remote service delivery has 
its inefficiencies and is clearly not as good as 
being shoulder-to-shoulder with our clients.

On-the-job training for new professionals re-
quired continuous touch points throughout the 
day making the learning experience not as ef-
fective nor as convenient as being in the same 
room together. As we all know, time is mon-
ey in our profession, so more time means that 
realizations were squeezed as more time was 
required in the exchange of data and responses 
to inquiries as they arose.

So after almost a year of working remotely 
serving clients, growing our professionals and 
managing the operations of our firm, what did 
we learn? To start with, we are all in the same 
boat and to think that work will return to the 
same level of in-office interaction is less like-
ly, since there is a growing level of acceptance 
of the remote work solution. We have become 
more efficient in how we interact with engage-
ment teams through virtual team rooms and 
chats. It’s still not quite the same as sitting in 
the same room together, but it certainly has be-

come more efficient over time. Where we are 
today is where we would have been five years 
from now, so in reflection what took place in 
2020 it was merely a crash course on readiness 
for what was coming.

Investor What impact will the push for an en-
ergy transition away from hydrocarbons have 
on your clients and could it cause significant 
impairments, write-downs or divestitures in 
certain areas of these companies?

Baumler Decarbonization trends are putting 
pressure on upstream oil and gas companies 
to shift their focus to low carbon business 
models. How they choose to embrace ener-
gy transition may determine how they are 
viewed by the investors and the overall gen-
eral public.

Shell recently announced that its daily pro-
duction peaked in 2019, and it’s now pre-
dicted it to gradually decline 1% to 2% per 
year as they embark on their desire to shift 
to greener energy stating that its oil and gas 
will pay the way toward transformation. Oth-
er majors have echoed similar statements re-
garding peak production and their plans to 
focus on green energy.

I believe in the near term the impact of ener-
gy transition will not be that noticeable since 
it will take several years and even decades to 
move the transformation needle globally. De-
mand for oil and gas will remain in place as 
long as the transportation industry leans on 
traditional hydrocarbon-based fuels which for 
now is the lowest-cost fuel source available.

I can foresee divestitures occurring to the 
extent companies choose to honor their com-
mitment to embrace low carbon initiatives but 
to the extent of the oil and gas that has been 
discovered it will be produced into the future 
until other forms of low/no emissions energy 
resources are cost effectively brought to mar-
ket. Ultimately, returns to shareholders will 
determine the speed of energy transition.

Fredrickson As with any transition, it will 
happen over time and companies will adapt. 
The portfolios of companies will transition 
and be more diverse. Our focus is on helping 
our clients reduce cost and transition smooth-
ly. Given that the market value of our client’s 
assets will decline significantly in this tran-
sition, it is essential for us to make sure their 
property tax values and ad valorem taxes are 
reflective of the value lost in the transition. 
For the new asset-base to replace hydrocar-
bons, we partner with our clients on the front 
end to lower their state and local tax burden 
tied to these assets, enhancing the returns of 
those projects.

Heep We are already seeing the impact on 
some larger integrated companies like Exxon, 
which has announced plans to invest in more 
low carbon solutions. Many of our clients, 
whether they are upstream or midstream, 
realize that there cannot be a dramatic, imme-
diate shift away from fossil fuels.

“For the most part, I have yet to see the ability to 
raise capital negatively impacted by a perceived lack 

of ESG focus. ... That said, my clients are taking ESG 
very seriously.”

 
Gerrad Heep, 

Grant Thornton
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As we saw in 2020, many factors can signifi-
cantly affect the price of a barrel. Even with 
the current administration’s focus on energy 
transition, the demand for oil and gas will still 
be there, and the focus of the administration 
alone does not have a direct relationship with 
impairments. We are carefully monitoring how 
supply is managed.

Rowland Most industry players recognized 
significant impairment during 2020, so the 
bad news is likely behind them. Similar to the 
three time horizons articulated in the earlier, 
there is likely little immediate impact. There 
will certainly be a move in this direction in 
the next 15 to 20 years or more.

Investor How would a federal lands drilling 
ban affect the accounting and financial re-
porting for oil and gas operators?

Fredrickson The immediate impact from the 
actions already seen has been the increased 
risk profile being recognized by companies. 
For companies with a significant number of 
permits in place, especially those with years 
of backlog ready for drilling sites, the im-
pact is not as significant. For companies with 
drilling programs just beginning or those with 
pending permits, those projects will be writ-
ten down or possibly abandoned completely. 
While these assets lose their market value, it’s 
important to make sure their state and local 
tax burden is reflected.

Baumler Federal leases account for approx-
imately 10% of production so—to the extent 
there is a drilling ban—obviously would have 
a near-term impact on oil and gas companies 
who hold concentrations of federal leases 

with undeveloped acreage positions. The 
moratorium halts only new leas-

es, therefore permits in place 
will have the opportunity to 

be developed with large 
producers having sub-

stantial inventories of 
drill-ready permits in 

place.
Depending on the 

level of concentra-
tion the impact 
could be mate-
rial to any one 
individual com-
pany and will 
have a dispro-
portionate ef-
fect on certain 
states that have 
concentrations 
of federal land 

used for oil and 
gas producing 

activities such as 
Colorado, Montana 

and New Mexico.

The impact to oil and gas companies could 
be potential impairments of proved and une-
valuated properties resulting from the derecog-
nition of reserves that would have originally 
been classified as PUDs that may no longer 
meet the SEC definition of reserves due to the 
lack of potential for development as well as 
acreage positions which would ultimately ex-
pire if not held by production. Further to this, 
a large loss of jobs would occur concentrated 
in areas or states with a large concentration of 
federal leases used for oil and gas producing 
activities.

Heep There would likely be greater impact 
on reporting than accounting, as the account-
ing largely follows the assets that are already 
drilled or owned. We have already seen com-
panies update their risk factors to address 
accounting issues. Companies whose strategy 
is to replace reserves by drilling on federal 
land, will have to continue to monitor and up-
date disclosures accordingly.

Rowland It’s really an economic question as 
much as an accounting question. Overall, the 
drilling ban will fuel a long-term reduction of 
supply. If upstream companies are involved in 
federal lands, they may be forced to seek out 
higher-cost alternatives, which could affect 
profitability, financing and liquidity.

Investor As capital providers are favoring 
oil and gas companies in compliance with 
ESG principles, how are you advising clients 
to be responsive to the ESG mandate? Is this 
affecting your clients and their viability to 
raising capital? Do you see this as a finan-
cial risk, and how are they addressing it? 
Should companies divert capital into green 
initiatives for ESG purposes but that may 
not be profitable? Do small companies have 
the bandwidth to implement ESG protocols?

Rowland Many point to Larry Fink’s 2020 
CEO letter as the indication that ESG is here 
to stay. We are advising clients to view ESG 
reporting not as a burden, but an opportunity 
to drive enterprise value and mitigate risk.

To help our clients get started building their 
ESG program, we use a four-phase approach: 
Assess, Design, Implement and Monitor. 
During the Assess phase, it’s critical to en-
gage with the investment community to un-
derstand how they are integrating ESG con-
cerns into their investment decisions. Down 
the road, we see the possibility of accounting 
firms providing an attestation on the ESG re-
port, similar to financial statement audits.

We are seeing larger companies hiring ESG 
leaders and using outside advisors to assist 
with building out their ESG program, and 
smaller companies have more of a tendency 
to outsource/hire consultants. 

Fredrickson We are working with clients and 
industry trade associations to help mitigate 
the cost and tax liability associated with the 
mandates. Inherently, adding costs to an in-
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vestment lowers the returns, but our job is to 
help our clients offset that cost through state 
and local credits and incentives. Many in-
vestors are only interested in investing in the 
companies who have a portfolio that includes 
renewable energy or carbon capture projects, 
but they still have to generate an acceptable 
return. Small companies will have to be more 
select in how they fulfill the investor-mandated 
ESG principles as they have fewer resources, 
but will still be beholden to the investors re-
turn mandate.

Heep For the most part, I have yet to see the 
ability to raise capital negatively impacted 
by a perceived lack of ESG focus. While it 
may be happening to some degree, I think it’s 
limited. That said, my clients are taking ESG 
very seriously, having been involved in several 
conversations on strengthening and reporting 
their existing and targeted ESG program. The 
demand for consulting on this initiative is so 
great that we have formed a client service 
team dedicated to all things ESG.

Baumler I work with primarily small-cap 
and middle-market companies that operate 
on very tight cash flows so it’s difficult for 
many to support an ESG strategy that requires 
substantial financial resources. For that rea-
son, investments in green initiatives for ESG 
purposes is not practical without a profit moti-
vation or least a return of investment.

However, it does not mean you do nothing 
as the investment community, and the general 
public expect energy industry companies to be 
thinking about these initiatives and how they 
plan to evolve and participate in the future. 
Since energy companies fall into a common 
energy industry basket it would be important 
to at least understand how the energy industry 
is responding to green initiatives and be able 
to communicate this for the benefit of cleaning 
up the market perception of the industry.

Substantial amounts of capital are invested 
in the form of R&D by the majors seeking im-
provements in emissions and protecting the en-
vironment with a focus toward eventually being 
emissions neutral. Some things come from in-
novations in technologies and others through di-
rectives creating awareness and change toward 
consumers on how they use energy. The energy 
industry is already hypersensitive to the needs 
of the environment but despite all this effort it 
seems to fall on deaf ears with very little credit 
given toward the industry’s commitment to en-
vironmental responsibility.

When it comes to raising capital it’s appar-
ent from the numerous articles out there on 
this topic, and discussions I have had with in-
vestment bankers and fund managers, that the 
investor community supports companies who 
have in place or are evolving their ESG strat-
egy. It does not mean that capital is not avail-
able to companies to continue development 
of traditional energy assets that may not be as 
advanced in their ESG focus.

It’s the continued development of exist-
ing assets that will eventually fund the ener-

gy industry transition to 
renewables and green 
energy initiatives. The 
growing awareness 
and concerns toward 
the impact that fos-
sil fuel develop-
ment and related 
emissions have on 
the environment 
increases investor 
desire to screen 
and align their in-
vestment interest 
with personal and 
social values. Those 
companies who have 
in place an ESG strat-
egy have a leg up on 
those that don’t; how-
ever, investor returns still 
play into how capital even-
tually reaches those that know 
how to effectively deploy resourc-
es for long-term value creation.

Lastly, the “G” in ESG, which is gov-
ernance, I think has a significant impact on a 
company’s ability to raise capital. However, it 
is oftentimes overshadowed by considerations 
over climate risk. Governance is the driver 
for sustainability and with it comes fiduciary 
duties and responsibilities of the board of di-
rectors and officers of the organization. Gov-
ernance can be rather complex as it covers a 
lot of areas but, through the lens of sustain-
ability, comes oversight and responsibilities 
for policymaking, risk management, code  
and values, systems, transparency and ulti-
mately reporting.

Governance creates a framework for how 
corporations are directed and controlled, ob-
jectives are set and how performance is mon-
itored. Without a strong tone from the top  
and commitment toward governance and ac-
countability to its stakeholders, organizations 
often lose confidence from those expecting 
them to outperform over the long run. When 
it comes to ESG, governance is key to attract-
ing investor interest and those wanting to own 
a company and not just renting it for the short 
run. M

“These groups are being asked 
to do the same—or more—

work with fewer people. This is 
a good time to look at driving 

standardization and automation in 
the back office. Close automation 
tools have become affordable and 

relatively easy to implement.”
 

Coleman Rowland,
BKD
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Continental Sees Homecoming In  
Powder River Acquisition
CONTINENTAL RESOURCES 
Inc. recently revealed itself as the 
mystery buyer of the Powder River 
Basin acreage held by Samson 
Resources II LLC—a deal that 
added 130,000 net acres of oil and 
condensate-rich acreage to the com-
pany’s Oklahoma and North Dakota 
positions.

Oklahoma City-based Continen-
tal entered a $215 million purchase 
agreement with Samson in December 
for its Powder River acreage in Wyo-
ming, according to a company release 
on Feb. 16. Samson Resources had 
disclosed the deal earlier this year 
with plans that it would begin to 
wind down its business. The com-
pany has been selling assets since its 
emergence from bankruptcy in 2017.

Harold Hamm, Continental’s 
founder and executive chairman, 
described the Powder River Basin 
acquisition on a Feb. 17 earnings 
call as a homecoming of sorts for the 
company.

“We’re certainly not a novice to 
Wyoming. We’ve operated up there a 
great deal in the past,” Hamm said. 
“This is home base to all of us.”

Samson’s Powder River Basin 
position, which is about 80% HBP, 
is located in an oil window in Wyo-
ming’s Campbell, Converse and John-
son counties. Production is currently 
9,000 boe/d, of which 80% is oil.

According to Continental, the 
transaction includes 96 approved 
federal drilling permits and three of 
the top wells completed in the basin. 
The company also expects the acqui-
sition to add 400 MMboe of unrisked 
resource potential to its portfolio.

Continental, which expected to 
close the deal on March 4, said it 
intends to begin delineating and 
developing the Shannon, Frontier and 
Niobrara reservoirs with two rigs in 
the second quarter.

While the basin is early in its devel-
opment, Continental president and 
COO Jack Stark added that results in 
the Powder River compete econom-
ically with the company’s existing 
portfolio, “even before adding the 

benefits of our operating efficiencies 
and technology,” he noted.

Following its entrance into the Pow-
der River, Hamm said Continental will 
still continue to lead as it has in the 
Bakken and Oklahoma SCOOP plays.

“Continental has always done that 
from a geologic perspective, and 
we certainly will within the Powder 
River Basin as well,” he said. “The 
operations fit us very well in both 
drilling and development and from a 
technical standpoint. So, yes, I would 
look to the same type of leadership 
we’ve shown in other basins in the 
Powder River.”

Continental’s 2021 plans are to 
allocate roughly $1.1 billion to drill-
ing and completion activities: 60% 
in the Bakken, 35% in Oklahoma 
and 5% in the Powder River. The 

company is also earmarking about 
$300 million for leasehold and min-
eral acquisitions as well as workovers 
and facilities expenses.

The Powder River Basin transac-
tion will have an effective date of 
Jan. 1. At closing of the sale, Sam-
son, based in Tulsa, Okla., will hold 
24,000 net leasehold acres, 23,000 
net mineral acres and 40 nonoperated 
wells in East Texas, Oklahoma and 
Louisiana. The company has said it 
anticipates divesting the remaining 
assets in early 2021.

Jefferies LLC served as Samson’s 
exclusive financial adviser and led 
the marketing process for the Powder 
River Basin assets. Willkie Farr & 
Gallagher LLP acted as legal coun-
sel to the company.

—Darren Barbee
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Noble Midstream Agrees To Chevron’s $1.32 Billion Offer
NOBLE MIDSTREAM LP has 
agreed to Chevron Corp.’s offer 
to acquire all shares of Noble Mid-
stream it doesn’t already own in 
an all-stock transaction valued at 
roughly $1.32 billion.

The U.S. oil major said it had 
reached the agreement with Noble 
Midstream on March 5, roughly a 
month after announcing a slightly 
smaller offer to buy out the pipeline 
operator.

Chevron became Noble Mid-
stream’s largest customer following its 
all-stock acquisition of Noble Energy 
Inc. last year. The U.S. oil major cited 
increased alignment on governance 
of the Noble Midstream assets as the 
primary strategic rationale.

“We believe this buy-in transac-
tion is the best solution for all stake-
holders, enabling us to simplify the 
governance structure and capture 
value in support of our leading 

positions in the D-J [Denver-Jules-
burg] and Permian basins,” Colin 
Parfitt, vice president of midstream 
with Chevron, said in a statement on 
March 5. Parfitt also serves as board 
chairman of Noble Midstream’s gen-
eral partner.

Noble Midstream is an MLP orig-
inally formed by Noble Energy and 
indirectly majority owned by Chev-
ron. The company provides crude 
oil, natural gas and water-related 
midstream services and owns equity 
interests in oil pipelines in the D-J 
Basin in Colorado and the Permian’s 
Delaware Basin in Texas.

Chevron holds a roughly 62.5% 
stake in Noble Midstream, according 
to a filing from October.

Under the new agreement, Chev-
ron offered to acquire all 33.925 
million publicly held common units 
representing the LP interests in Noble 
Midstream not already owned by 

Chevron and its affiliates in exchange 
for 0.1393 Chevron shares.

As of the closing price of Chevron 
stock on March 4, the offer translates 
to about $14.56 per Noble Midstream 
share. Under the original offer, 
announced in early February, Noble 
Midstream shareholders would have 
been paid roughly $12.47 per share.

The transaction is expected to 
close in the second quarter, accord-
ing to a Chevron release. A subsid-
iary of Chevron, as the holder of a 
majority of the outstanding common 
units, has voted its units to approve 
the transaction.

Citi is acting as financial adviser 
to Chevron with Latham & Watkins 
LLP serving as legal adviser. Jan-
ney Montgomery Scott is financial 
adviser, and Baker Botts LLP is 
legal adviser to the conflicts commit-
tee of the Noble Midstream board.

—Emily Patsy

ArcLight Buys $830 Million Stake In Gas Pipeline
KINDER MORGAN INC. and 
Brookfield Infrastructure Partners 
LP agreed to sell a 25% minority 
interest in jointly owned Natural 
Gas Pipeline Co. of America LLC 
(NGPL) to a fund controlled by 
ArcLight Capital Partners LLC 
for $830 million.

NGPL is the largest transporter 
of natural gas into the high-demand 
Chicago area market as well as one 
of the largest interstate pipeline 
systems in the country. It is also a 
major transporter of natural gas to 
large LNG export facilities and other 
markets located on the Texas and 
Louisiana Gulf Coast.

The value of the 25% stake 
implies an enterprise value of 
approximately $5.2 billion for 
NGPL, which is roughly 11.2 times 
its 2020 EBITDA, according to a 
Kinder Morgan company release on 
Feb. 22.

Analysts with Tudor, Pickering, 
Holt & Co. (TPH) described the 
deal’s price tag as a “sizeable pre-
mium” to recent comparable trans-
actions including last year’s roll-up 
of TC PipeLines by TC Energy 
Corp. and the acquisition of Domin-
ion Energy Inc.’s gas business by 
Berkshire Hathaway Inc. 

“Valuation premium likely 
attributable in part to high-quality 
demand-oriented counterparty list 
and the pipeline’s geographic posi-
tion serving the Chicago market with 
north-south integration to Gulf Coast 
LNG facilities,” the TPH analysts 
wrote in a Feb. 23 research note.

NGPL has approximately 9,100 
miles of pipeline, more than 1 million 
compression horsepower and 288 
Bcf of working natural gas storage. 
The entity, which has a dedicated 
management team, is jointly owned 
by Kinder Morgan and Brookfield 
Infrastructure Partners.

“Kinder Morgan and Brookfield 
Infrastructure are pleased to wel-
come ArcLight into the NGPL joint 
venture,” said Kinder Morgan Nat-
ural Gas Pipelines president Tom 
Martin in a statement on Feb. 22. 
“We believe this investment shows 
the value of natural gas infrastruc-
ture both today and in the decades 
to come.”

The proceeds from the NGPL sale 
to ArcLight will be shared equally 
between Kinder Morgan and Brook-
field Infrastructure, the company 
release said.

After paying down “leverage-neu-
tral debt” of about $170 million, TPH 

estimates Kinder Morgan will have 
$245 million remaining, which the 
firm expects to be largely allocated to 
further debt reduction. The analysts 
also noted the company has high-
lighted a willingness to repurchase 
shares contingent on valuation.

“While the transaction’s scale 
limits materiality to KMI [Kinder], 
positive to see management actively 
looking for opportunities to realize 
portfolio value and pull forward cash 
to allocate toward the balance sheet,” 
the TPH analysts added in the note.

Barclays served as exclusive 
financial adviser to ArcLight for the 
transaction and has provided a com-
mitted debt financing to ArcLight to 
support the acquisition. Latham & 
Watkins LLP served as legal adviser 
to ArcLight.

RBC Capital Markets repre-
sented NGPL as the exclusive finan-
cial adviser, and King and Spalding 
was its legal adviser. The transaction 
was expected to close in the first 
quarter of 2021.

Upon closing of the transaction, 
Kinder Morgan and Brookfield 
Infrastructure will each hold a 37.5% 
interest in NGPL. Kinder Morgan 
will continue to operate the pipeline.

—Emily Patsy
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U.S. Energy Development Continues Permian Expansion
U.S. ENERGY DEVELOPMENT 
Corp. continues to grow its footprint 
in the Permian Basin through recent 
acquisitions in “attractive projects” 
close to the Texas and New Mexico 
state lines.

On Feb. 23, U.S. Energy Devel-
opment said it had acquired interests 
in the Shetland and WarWink oil 
development projects in the Permian 
Basin. The deal follows the acquisi-
tion by U.S. Energy last September 
of an $8.5 million interest in a Perm-
ian project operated by Shell Oil Co. 
in Loving County, Texas.

The Shetland and WarWink proj-
ects are located in the Delaware 
Basin in New Mexico’s Eddy County 
and Texas’ Winkler County. Jordan 
Jayson, chairman and CEO of U.S. 
Energy, described both projects as 
“instrumental” in the company’s con-
tinued growth and expansion in the 
Permian Basin.

U.S. Energy did not disclose 
the seller or financial terms for the 
acquisition of additional interests in 
the Shetland and WarWink projects. 

During the past year, U.S. Energy 
has deployed more than $100 million  
in new projects, according to the  
company.

U.S. Energy Development is a 
privately held oil and gas operator 
established in 1980 that provides 
direct investments in energy. Based 
in Arlington, Texas, the firm has 
invested in, operated and/or drilled 
more than 2,400 wells in 13 states 
and Canada and deployed more than 
$1.5 billion on behalf of its partners, 
according to the company.

“We look at over 300 deals on an 
annual basis, and this year’s been no 
exception,” Jayson told Hart Energy 
in an interview last year. “We’ve 
seen great opportunities, and we’ve 
been approached by several compa-
nies—large and small—for potential 
joint venture opportunities.”

The Shetland project is in Eddy 
County and contains an interest in 14 
producing wells and six recently pro-
posed oil wells targeting IP in mid-
2021. Located in Winkler County, 
the WarWink project contains an 

ownership interest in two oil wells 
also targeting IP in mid-2021.

According to U.S. Energy, the 
Shetland project is also located in an 
“opportunity zone,” which provides 
additional tax benefits to investors. 
In addition to the traditional tax 
benefits oil and gas projects receive, 
U.S. Energy said opportunity zones 
also allow qualified investors to 
defer short- or long-term capital 
gains, receive 10% of their deferral 
tax free, while also qualifying for 
tax-free gains on investments held 
longer than 10 years.

Some of the best areas for oil and 
gas production are located in oppor-
tunity zone census tracts, according 
to Matthew Iak, U.S. Energy’s exec-
utive vice president.

“The combination of opportunity 
zones and oil and gas investments 
couldn’t have happened at a better 
time,” Iak said in a statement on 
Feb. 23. “The only thing better for 
investors than cash flow is cash flow 
that is potentially tax free.”

—Emily Patsy

A&D Watch
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Energy Transfer To Acquire Enable Midstream  
In $7.2 Billion All-Stock Deal
ENERGY TRANSFER LP agreed 
on Feb. 17 to acquire Enable Mid-
stream Partners LP in an all-stock 
deal described as a “bolt-on acquisi-
tion” by Energy Transfer as part of a 
push for natural gas.

The all-equity transaction for 
Enable, valued at about $7.2 billion 
including debt, comes weeks after a 
U.S. appeals court dealt a blow that 
could shut down the Dakota Access 
crude pipeline operated by Energy 
Transfer.

In the Feb. 17 release, Energy 
Transfer said it expects the acquisi-
tion of Enable to generate more than 
$100 million of annual run-rate cost 
and efficiency savings plus immedi-
ately add free cash flow post-distri-
butions.

“Inclusive of the full $100 mil-
lion in cost synergies, we see the 
transaction coming at [about] 6.6x 
EV/EBITDA, which is consistent 
with ET [Energy Transfer] man-
agement’s position that the deal is 
accretive to both excess FCF and 
leverage metrics,” analysts with 

Tudor, Pickering, Holt & Co. (TPH) 
wrote in a research note on Feb. 17. 

. The acquisition will also provide 
significant gas gathering and pro-
cessing assets in the Arkoma Basin 
across Oklahoma and Arkansas and 
the Haynesville Shale in East Texas 
and North Louisiana, the companies 
said.

Additionally, Energy Trans-
fer expects to integrate Enable’s 
Anadarko gathering and processing 
complex with Energy Transfer’s 
existing NGL transportation and 
fractionation assets on the U.S. Gulf 
Coast, which Energy Transfer said 
could result in significant incremen-
tal earnings from potential commer-
cial synergies.

“While we view increased scale as 
necessary in the midstream sector, we 
expect today’s reaction to be mixed as 
ENBL metrics screen attractively, but 
ET will need to reiterate that M&A 
is not the only outcome of increased 
financial flexibility,” TPH analysts 
wrote in the firm’s note.

The Enable transaction is 

expected to close in mid-2021. As 
part of the deal terms announced 
Feb. 17, Enable unitholders will 
receive 0.8595 of Energy Transfer’s 
units for each Enable unit. 

Citi and RBC Capital Markets 
acted as financial advisers to Energy 
Transfer, and Latham & Wat-
kins LLP acted as legal counsel. 
Goldman Sachs & Co. LLC was 
Enable’s financial adviser with Vin-
son & Elkins LLP serving as legal 
counsel.

Intrepid Partners LLC served 
as financial adviser, and Richards, 
Layton & Finger PA provided legal 
counsel to Enable’s conflicts com-
mittee.

Gibson Dunn advised Intrepid 
Partners as financial adviser to the 
conflicts committee of Enable Mid-
stream Partners. The Gibson Dunn 
team was led by Houston partner 
Hillary Holmes and included asso-
ciates Justine Robison and JP Lopez. 
Houston partner James Chenoweth 
advised on tax aspects.

—Emily Patsy

Tailwater Capital Strikes Midstream To Buy NorTex
FOR THE SECOND consecutive 
month, private equity firm Tailwater 
Capital LLC announced an agree-
ment to purchase midstream assets, 
roughly a year after raising a $1.1 
billion fund as the industry slid into 
a downturn.

Dallas-based Tailwater signed a 
definitive agreement on Feb. 17 to 
acquire NorTex Midstream Part-
ners LLC, an independent natural 
gas and transportation company 
based in Houston. Tailwater said the 
deal, which follows its acquisition 
of Tall Oak Midstream II and III 
in February, represents a bet on the 
continued reliance of natural gas for 
power generation even as renewable 
power sources gain ground.

Tailwater did not disclose the 
financial terms for the NorTex and 
Tall Oak acquisitions.

NorTex interconnects with several 
major pipeline systems serving the 
North Texas energy markets with gas 
supplies sourced from the Permian 
Basin, the Barnett Shale and Oklaho-
ma’s SCOOP/STACK plays.

NorTex, a Castleton Commodities 

International LLC (CCI) company 
founded in 2007, operates the larg-
est portfolio of nonutility gas stor-
age facilities in North Texas. The 
NorTex asset base includes 36 Bcf 
of depleted reservoir working gas 
capacity, 83 miles of natural gas 
transportation pipelines and operates 
the Tolar Hub—the largest natural 
gas hub in North Texas. The com-
pany’s storage facilities have served 
the Dallas-Fort Worth market for 
nearly 60 years.

Following the close of the trans-
action, which is subject to regulatory 
and closing conditions, NorTex will 
remain headquartered in Houston. Its 
three field operation sites will con-
tinue to be led by the current man-
agement team, including CEO John 
Holcomb, CFO Reed Hatch and COO 
Kurt Haaland.

Tailwater said it was positioning 
itself alongside a high-growth popu-
lation center that will need increased 
amounts of natural gas to sustain 
reliable power. The firm said that as 
more intermittent, renewable power 
sources are added to the electrical 

grid, “thermal generation will be crit-
ical to deliver power at a moment’s 
notice.”

“As demand for high-deliverability 
natural gas storage continues to grow 
in the North Texas region, we are 
thrilled to partner with such a sophis-
ticated team of infrastructure experts 
and operators in Tailwater, who inti-
mately understand our business and 
the natural gas needs in North Texas,” 
Holcomb, NorTex’s CEO, said in a 
news release.

Edward Herring, co-founder and 
managing partner of Tailwater Cap-
ital, said that as demand “accelerates 
and renewables continue to play a 
growing role in the evolution of the 
North Texas power grid.”

Kirkland & Ellis served as 
legal counsel to Tailwater Capital 
in connection with the transaction. 
Jefferies LLC acted as exclusive 
financial adviser representing Nor-
Tex and NorTex’s parent company, 
CCI. Eversheds Sutherland served 
as legal counsel to NorTex and CCI 
in connection with the transaction.

—Darren Barbee
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TRANSACTION HIGHLIGHTS
UTICA SHALE
■	IOG Capital LP has substantially 
increased its presence in the Utica 
Shale through an acquisition of non-
operated wells from an affiliate of 
Sequel Energy Group LLC.

The firm’s IOG Resources LLC 
reported in early March that it had 
closed an acquisition of nonoperated 
working interests in 77 producing 
horizontal wells operated by South-
western Energy Co. and Ascent 
Resources. Production average was 
about 75 MMcfe (85% gas) as of the 
Jan.1 effective date.

IOG made an initial investment in 
2018 in Belmont County, Ohio, in 
10 wells. It followed the next year 
with two Guernsey County wells. 

The March transaction is in keep-
ing with IOG’s shift from develop-
ment capital projects to acquisitions 
of nonoperated PDP assets, the firm 
said in October.

The seller, Sequel Energy, is a 
private Denver company that targets 
nonoperated oil and gas interests 
throughout the lower 48. 

IOG Capital, based in Dallas, is 
an investment firm that manages oil 
and gas assets. 

Kirkland & Ellis LLP acted as 
legal counsel for IOG. Sequel was 
advised on the sale process by RBC 
Richardson Barr, and Welborn 
Sullivan Meck & Tooley acted as 
legal counsel.

DUVERNAY
■	Royal Dutch Shell Plc and Ovin-
tiv Inc. separately agreed to sell 
their positions in the Duvernay 
play in Canada’s Alberta province 
in multimillion-dollar transactions 
announced Feb. 17.

For Shell, the transaction marks the 
latest divestiture in the North Ameri-
can country by the European oil major 
as it transitions its businesses away 
from fossil fuel reliance. Meanwhile, 
Ovintiv’s sale of its Duvernay assets 
comes roughly a month after an activ-
ist investor launched a proxy fight for 
three seats on the Denver-based pro-
ducer’s board.

Crescent Point Energy Corp. 
agreed to acquire Shell’s position 
in the Kaybob Duvernay play for 
CA$900 million (US$709 million), 
the Calgary, Alberta-based company 
said in a Feb. 17 release.

The acquisition marks a strategic 
entry for Crescent Point into the 
Kaybob Duvernay, an established 

liquids-rich play with more than 10 
years of high-return, low-risk drill-
ing inventory expected to boost this 
year’s free cash flow, according to 
Craig Bryksa, president and CEO of 
Crescent Point.

“We are excited to add the Kay-
bob Duvernay asset as a strategic 
core area to our portfolio, as its 
significant inventory of high-return 
locations and free-cash-flow profile 
provide an attractive and return-en-
hancing opportunity for our share-
holders,” Bryksa said in a statement.

Ovintiv said it reached an agree-
ment to sell its Duvernay assets for 
$263 million including $12 million 
of contingent payments based on 
future commodity prices.

Additionally, Ovintiv set a goal 
on Feb. 17 to reduce absolute debt 
to $4.5 billion by year-end 2022, a 
35% reduction from year-end 2020, 
adding reducing debt was the com-
pany’s No. 1 priority.

EGYPT
■	Royal Dutch Shell Plc entered into 
an agreement to sell upstream assets 
in Egypt’s Western Desert to Cheiron 
Petroleum Corp. and Cairn Energy 
Plc for up to $926 million, the com-
pany said on March 9.

The deal includes Shell Egypt’s 
stake in 13 onshore concessions and 
its share in Badr El-Din Petroleum 
Co. (BAPETCO). It is subject to 
government and regulatory approv-
als and is expected to be completed 
in the second half of 2021, the state-
ment said.

It sets a base price of $646 mil-
lion, with additional payments of up 
to $280 million between 2021 and 
2024, subject to the oil price and 
exploration results.

“It will enable Shell to concen-
trate on its offshore exploration and 
integrated value chain in Egypt, 
including seven new blocks in the 
Nile Delta, West Mediterranean and 
Red Sea,” the company said.

MIDSTREAM
■	Black Bear Transmission LLC 
completed the divestiture of gas gath-
ering assets owned by BBT Alabama 
LLC (BBT AL) to an undisclosed 
buyer, the Houston-based company 
said in a March 5 release.

BBT AL owns and operates a fee-
based, natural gas gathering system 
that connects production in Alabama 
to regional long-haul pipelines. The 

asset sale consists of more than 240 
miles of natural gas pipelines, 26 
active metered locations and one 
active compressor station.

Terms of the transaction are not 
being disclosed, the company said.

This divestiture follows a similar 
sale by Black Bear of the Ozark gas 
gathering system last October.

Black Bear has been using divesti-
tures to support its goal of expanding 
its natural gas transmission business. 
Most recently, Black Bear added on 
to its natural gas transmission port-
folio with the purchase of assets in 
the Southeast U.S. from Third Coast 
Midstream in September.

NORTH SEA
■	 Exxon Mobil Corp. agreed to 
divest some of its U.K. North Sea 
upstream assets on Feb. 24 in a deal 
potentially worth up to $1.3 billion 
as the U.S. oil major looks to free up 
capital for projects elsewhere.

Exxon Mobil said Feb. 24 that it 
agreed to sell the U.K. North Sea 
assets to NEO Energy, a portfolio 
company of HitecVision AS, for 
more than $1 billion. The agreement 
also includes roughly $300 million 
in contingent payments based on an 
increase in commodity prices.

HitecVision, which also bought 
Exxon Mobil’s Norwegian North 
Sea position in 2019, revealed last 
month it had entered exclusive nego-
tiations with Exxon Mobil for the 
U.K. North Sea assets.

The transaction includes Exxon 
Mobil’s nonoperated upstream assets 
in the U.K. central and northern 
North Sea comprising ownership 
interests in 14 producing fields. 
Exxon Mobil’s share of production 
from these fields was approximately 
38,000 boe/d in 2019, according to 
the company release.

Analysts with Tudor, Pickering, 
Holt & Co. viewed Exxon Mobil’s 
latest asset sale as largely neutral for 
shares with proceeds largely in line 
with the previously disclosed nature 
of the transaction. Nonetheless, the 
deal will help Exxon Mobil acceler-
ate balance sheet repair, according to 
the analysts.

Exxon Mobil, which has operated 
in the U.K. for more than 135 years, 
will retain its nonoperated share 
in upstream assets in the southern 
North Sea. 

The transaction is expected to 
close by the middle of 2021.
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1 Woolsey Operating, based 
in Wichita, Kan., has scheduled 
two 4,000-ft exploratory tests 
in Washington County, Ill. The 
#1 Allen Witte will be drilled in 
Section 24-1s-3w. Within 1.5 
miles to the west, the company’s 
#1 Schuette will be in Section 
23-1s-3w. Both ventures are tar-
geting Trenton oil pay. Nearby 
production is to the southwest 
in Nashville North Field, which 
was opened in 1979. Most of 
the field’s wells were drilled to 
2,750 ft and produce crude from 
Devonian. The deepest drilling in 
this part of Washington County 
is within 2 miles north-northwest  
of  Woolsey’s proposed #1 
Schuette at #1 Rueter in Sec-
tion 11, which was drilled towas 
drilled in 1997 to a total depth of 
3,889 ft in Trenton.

2 Two Salem Lime oil tests 
have been staked by Jeff Dar-
nell Oil LLC  in Jefferson 
County, Ill. The #1 D. Withrow 
will be in Section 25-1s-4e. 
Within one-half mile to the 
south, #1A D. Withrow will be 
drilled in Section 36. The Coil 
West Field tests are each permit-
ted to 3,600 ft. Nearby produc-
tion is about one-half mile to the 
east in Section 36 at Resolve 
Exploration’s #1 Withrow. It 
was completed pumping 124 
bbl of crude daily from Salem 
Lime perforations at 3,364-69 
ft. Through October 2020 it pro-
duced 4,453 bbl of crude. The 
3,745-ft well extended Coil West 
Field more than 1 mile to the 
south. Resolve also completed #2 
Withrow in mid-2020. The ven-
ture was drilled to 3,900 ft, and 
it was last reported waiting on 
completion tools. The Coil West 
Field test was expected to tar-
get oil pays in Ullin Lime. Coil 
West Field was opened in 1942. 
Jeff Darnell Oil is based in West 
Frankfurt, Ill.

3 An Upper McClosky pro-
ducer was completed in Jefferson 
County, Ill., by MKE Produc-
ing Inc. The Prairie Field well, 
#2 Kash, is in Section 10-4s-2e. 
It was vertically drilled to 3,640 
ft. It produced 25 bbl of oil per 
day from an acidized, perforated 
zone between 2,720 ft and 2,728 
ft. MKE Producing’s headquar-
ters are in Canton, Ohio.

4 IHS Markit announced that 
Blackhorn USA LLC is pre-
paring to spud the company’s 
second deeper pool test in Ken-
tucky’s Hanson Consolidated 
Field. The Hopkins County 
venture, #1 Higgins Douglas K 
& Higgins Sherry B, will be in 
Section 16-L-25e with a planned 
depth of 4,400 ft. It is targeting 
oil pays in Lower Devonian. 
Nearby Illinois Basin drilling 
is about 1 mile to the southeast 
in Section 17 at Blackhorn’s 
#1 David Bryan Sisk & Theda 
Johnson Trust. The deeper pool 
test was also targeting Lower 
Devonian at an estimated depth 
of 4,200 ft. Hanson Consolidated 
Field was opened in 1962, and 
wells in the reservoir yield crude 
from Mississippian pays above 
3,100 ft. Blackhorn is based in 
Edwardsville, Ill.

5 Rice Drilling completed a 
Utica Shale well in Ohio’s Bel-
mont County. The #3H Walking 
Tall was drilled in Section 6-7n-
5w, and it is in Belmont Consol-
idated Field. Drilled to 22,431 
ft, the true vertical depth is 8,946 
ft. It was tested after 61 stages 
of hydraulic fracturing flowing 
21.64 MMcf of gas per day with 
an unreported amount of water. 
Production is from a perfo-
rated zone between 9,535 ft and 
22,375 ft. Rice Drilling’s head-
quarters are in Canonsburg, Pa.

6 Ascent Resources, based 
in Oklahoma City, reported 
results from a Harrison County, 
Ohio, Utica Shale completion. 
The well, #2H Banjo E, is 
in Section 29-8n-4w and is in 
Uniontown Field. It was drilled 
to 19,935 ft with a true vertical 
depth of 9,102 ft. It was tested 
flowing 23.003 MMcf of gas and 
24 bbl of water during a 24-hour 
period. Production is from a 
perforated zone between 9,310 
ft and 19,687 ft after 60-stage 
fracturing.

7 A Jeffe rson  County, 
Ohio,  Utica Shale discov-
ery was reported by Ascent 
Resources. The Limestone 
Field well was drilled from 
a pad in Section 9-8n-3w. The 
#3H Howell 33 NW was drilled 
to 18,755 ft, 9,490 ft true verti-
cal. It produced 20.255 MMcf of 
gas and 263 bbl of water per day. 
Production is from perforations 
at 10,210-18,612 ft.
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8 Two Wetzel County, W.Va., 
Marcellus Shale discoveries were 
announced by Pittsburgh-based 
EQT Production Co . The 
Big Run-Burchfield Field wells 
were drilled from a pad in Grant 
Dist., Big Run 7.5 Quad. The 
#13H BIG333 has a total depth 
of 12,014 ft and a true vertical 
depth of 7,621 ft. It was tested 
after 18-stage fracturing flowing 
5.051 MMcf of gas per day from 
perforations at 8,320-11,979 ft. 
The offsetting #11H BIG333 
flowed 6.041 MMcf of gas daily. 
It was drilled to 14,046 ft, 7,590 
ft true vertical. Production is 
from a perforated zone at 8,880-
13,932 ft.

9 A Bradford County, Pa., Mar-
cellus Shale-Herrick Field com-
pletion was tested flowing 51.371 
MMcf of gas daily by Chesa-
peake Operating Inc. It is in 
Section 6, Wyalusing 7.5 Quad, 
Wyalusing Township, and was 
drilled to 21,256 ft. The true ver-
tical depth is 6,818 ft and it was 
tested after 54-stage fracturing. 
Production is from perforations 
at 7,703-21,216 ft.

10 Chesapeake Operating 
Inc. completed three Wyoming 
County, Pa., Marcellus Shale 
wells in Mehoopany Field. The 
wells were drilled from a pad 
in Section 3, Jenningsville 7.5 
Quad, Windham Township. The 
#101HC Deer Park was drilled 
to 21,684 ft, 8,354 ft true ver-
tical, and tested after 57-stage 
fracturing flowing 61.977 MMcf 
of gas from perforations at 
8,534-21,670 ft. The #102HC 
Deer Park has a total depth of 
21,370 ft and a true vertical 
depth of 8,374 ft. It was tested 
after 52 stages of fracture stim-
ulation flowing 62.618 MMcf of 
gas per day from perforations at 
8,249-20,485 ft. The #103HC 
Deer Park flowed 54.687 MMcf 
of gas per day. It was drilled to 
17,933 ft, and the true vertical 
depth is 8,134 ft. It was tested 
after 40-stage fracturing from 
perforations at 7,973-17,918 ft.

11  Chesapeake Operat-
ing Inc. reported results from 
three Mehoopany Field-Marcel-
lus Shale completions that were 
drilled from a pad in Pennsylva-
nia’s Wyoming County. The pad 
is in Section 8, Auburn Center 
7.5 Quad, Meshoppen Town-
ship. The strongest producer 
was #2HC Aukema, which was 
tested flowing at a 24-hour rate 
of 68.461 MMcf of gas and is 
producing from fractured perfo-
rations at 8,353-18,770 ft. The 
well was drilled to 18,789 ft, 
7,457 ft true vertical. The offset-
ting #1HC Aukema was drilled 
to a total depth of 18,782 ft and a 
true vertical depth of 7,463 ft. It 
flowed 48.262 MMcf of gas per 
day from fractured perforations 
at 8,274-18,763 ft. The #101HC 
Aukema was drilled to 20,331 ft, 
7,370 ft true vertical. It initially 
flowed 61.114 MMcf of gas per 
day with production from a per-
forated zone at 9,099-20,308 ft.

12 Chesapeake Operating 
Inc. announced results from 
two Susquehanna County, Pa., 
Marcellus completions. The 
wells were drilled from a pad 
in Section 6, Auburn Township. 
The #24HC Holtan was drilled 
to 22,187 ft, and the true ver-
tical depth is 7,605 ft. It was 
tested flowing 44.271 MMcf of 
gas per day from perforations at 
7,859-22,172 ft after 81 stages 
of fracturing. The #25HC Hol-
tan was drilled to a total depth 
of 21,460 ft with a true vertical 
depth of 7,613 ft. It was tested 
after 72-stage fracturing flowing 
49.605 MMcf of gas per day. 
Production is from perforations 
at 7,839-21,445 ft.

Lund
Henderson

The ElbowLloyd
Ridge

Pulley RidgeHowell Hook

Walker Ridge

Vernon Basin

East Breaks

Destin
Dome

Atwater Valley
Green CanyonGarden Banks

De Soto
Canyon

Keathley CanyonAlaminos Canyon

Charlotte Harbor

Apalachicola

Florida
Plain

Mississippi
Canyon

Florida
Middle Ground

Tarpon
Springs

Miami

Saint
Petersburg

Sigsbee

Gainesville

Lund South
Amery Terrace

Gulf Coast

Appalachian

Michigan

Illinois

East 
Texas

Mississippi 
Salt

Forest
City

Arkoma

South 
Florida

Black 
Warrior

North 
Louisiana

TEXAS

ONTARIO

QUEBEC

IOWA

MICHIGAN

OHIO

ILLINOIS

MINNESOTA

FLORIDA

MISSOURI

GEORGIA

O
KL

A
H

O
M

A

WISCONSIN

ALABAMA

ARKANSAS

NEW YORK

VIRGINIA

INDIANA

LOUISIANA

MISSISSIPPI

KENTUCKY

TENNESSEE

PENNSYLVANIA

NORTH CAROLINA

SOUTH CAROLINA

WEST 
VIRGINIA

MARYLAND

NEW 
JERSEY

D
ELAW

AREDC

Oil Production
Gas Production
© Rextag

1 2

3

4

5

6 7

8

9
10

11
12

Oct. 9, 2020-Feb. 5, 2021

Alabama Florida Illinois Indiana Kentucky Michigan
New York Ohio Pennsylvania Virginia W Virginia

Eastern US Rig Count

Source: Baker Hughes Co.

OC
T 9

OC
T 1

6

OC
T 2

3

OC
T 3

0

NO
V 

6

NO
V 

13

NO
V 

20

NO
V 

27

DE
C 

4

DE
C 

11

DE
C 

18

DE
C.

 23

DE
C.

 31

JA
N 

8

JA
N 

15

JA
N 

22

JA
N 

29

FE
B 

50

5

10

15

20

25

30

35

40



96 

1 EOG Resources Inc., 
based in Houston, announced 
results from two Eagle Ford 
Shale wells and one Austin 
Chalk well completed at a Webb 
County (RRC Dist. 4), Texas, 
drillpad in Section 1450, Anto-
nio Gonzales Survey, A-57. The 
#500H BFMT West was drilled 
to 19,165 ft (10,533 ft true ver-
tical). It flowed 16.416 MMcf of 
gas and 1,416 bbl of water per 
day from Eagle Ford perforations 
at 10,696-19,079 ft. Tested on 
a 34/64-inch choke, the respec-
tive flowing casing and shut-in 
casing pressures were 4,063 psi 
and 4,195 psi. The #501H BFMT 
West was drilled to 18,850 
ft (10,192 ft true vertical) and 
produced 15.144 MMcf of gas 
and 624 bbl of water per day 
from Austin Chalk at 10,257-
18,025 ft. Gauged on a 30/64-
inch choke, the flowing casing 
pressure was 3,911 psi, and the 
shut-incasing pressure was 4,016 
psi. The #503H BFMT West was 
drilled to 18,914 ft (10,518 ft 
true vertical), and it flowed 16.44 
MMcf of gas and 1,296 bbl of 
water daily from Eagle Ford at 
10,639-18,832 ft. It was tested 
on a 30/64-inch choke with a  
flowing casing pressure of 4,483 
psi and a shut-in casing pressure 
of 8,785 psi.

2 Three Gonzales County 
(RRC Dist. 3), Texas, wells were 
completed by EOG Resources 
Inc. The wells were drilled 
from an Eagleville Field pad in 
Thomas Jackson Survey, A-30. 
The #1H Yellowstone A was 
drilled to 18,281 ft (9,634 ft true 
vertical). It produced 1,891 bbl 
of 37° API oil, 586,000 cu ft of 
gas and 307 bbl of water daily 
from commingled Austin Chalk 
and Eagle Ford between 9,289 ft 
and 18,196 ft. Tested on a 28/64-
inch choke, the flowing tubing 
pressure was 1,085 psi, and the 
flowing casing pressure was 59 
psi. The #2H Yellowstone B has 
a total depth of 19,623 ft and a 
true vertical depth of 9,724 ft. 
The venture flowed 2,083 bbl of 
37° API oil with 653,000 cu ft 
of gas and 313 bbl of water per 
day from Eagle Ford perforations 
at 9,222-19,549 ft. Gauged on 
28/64-inch choke, the flowing 
tubing pressure was 1,120 psi. 
The #3H Yellowstone C was 
drilled to 20,724 ft (9,797 ft true 
vertical). It produced 2,168 bbl 
of 37° API oil, 620,000 cu ft of 
gas and 285 bbl of water per day 
from Eagle Ford at 9,228-19,549 
ft. It was tested on a 26/64-inch 
choke, and the flowing tubing 
pressure was 1,231 psi.

3 Trinity Operating has com-
pleted a Bossier Shale-Carthage 
Field well in Harrison County 
(RRC Dist. 6), Texas. The #1H 
Jones was tested flowing 22.135 
MMcf of gas per day through 
fracture-treated perforations at 
11,022-20,793 ft. Tested on a 
35/64-inch choke, the flowing 
casing pressure was 5,266 psi. 
The horizontal well was drilled 
to a total depth of 21,021 ft 
(10,636 ft true vertical) and is 
on a 445-acre East Texas lease 
in William McAlister Survey, 
A-474. The lateral bottomed 
nearly 2 miles to the north in 
John Bland Survey, A-107. 
The Houston-based company’s 
offsetting #2H Jones has been 
drilled to a total depth of 21,197 
ft (10,808 ft true vertical) with 
few other details reported.

4 In Panola County (RRC 
Dist .  6),  Texas,  Rockcliff 
Energy Operating completed 
a Haynesville Shale discovery 
at #1H Talley-Weiss HV Unit 
A. The Carthage Field well was 
drilled in George Smith Sur-
vey, A-650, with a total depth 
of 17,885 ft and a true vertical 
depth of 11,051 ft. Gauged on 
a 28/64-inch choke, it produced 
18.348 MMcf of gas per day. 
The flowing casing pressure was 
5,395 psi, and the shut-in tub-
ing pressure was 6,300 psi. It is  
producing from a perforated 
zone between 11,336 ft and 
17,716 ft. Rockcliff’s headquar-
ters are in Houston.

5 A Caddo Parish, La., Haynes-
ville Shale well was announced 

by Oklahoma City-based Ches-
apeake Operating Inc. The 
#2-Alt Bledsoe 30-16-14H is in 
Johnson Branch Field. It was 
drilled to 16,438 ft with a true 
vertical depth of 11,544 ft. It 
was tested on a 24/54-inch choke 
flowing 20.16 MMcf of gas per 
day. The flowing casing pressure 
was 7,831 psi, and production 
is from perforations at 11,841-
16,400 ft.

6 Robertson Energy com-
pleted a T Sand well in Section 
17-12s-12w of Cameron Par-
ish, La. The #281 JB Watkins is 
in Black Bayou Field and was 
directionally drilled to 6,330 
ft with a true vertical depth of 
6,276 ft. It was tested flowing 
10 bbl of 42.4° API oil and 2.05 
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MMcf of gas per day. Produc-
tion is from a perforated zone 
at 6,180-6,290 ft. Gauged on a 
24/64-inch choke, the flowing 
tubing pressure was 2,050 psi. 
Robertson Energy is based in 
Lafayette, La.

7  E x te x  O p e r a t i n g 
announced results from a Mio-
cene recompletion in Louisiana’s 
Vermillion Parish. The #12 Alt J 
B Ferguson was drilled in Sec-
tion 5-12s-2w. The total depth is 
10,056 ft, and the true vertical 
depth is 10,857 ft. The Gueydan 
W Field well produced 220 bbl 
of 39.8° API oil and 290,000 cu 
ft of gas per day. Production is 
from perforations at 10,822-26 
ft. It was tested on a 14/64-inch 
choke, and the flowing tubing 

pressure was 680 psi. Extex is 
based in Houston.

8 Houston-based Chevron 
Corp. announced results from 
a Walker Ridge discovery on 
Block 758.  The direction-
ally drilled #1PS003S0B OCS 
G17015 ST00BP01 initially 
flowed 5,701 bbl of 20.5° API oil 
with 12.77 MMcf of gas and 564 
bbl of water per day. Production 
is from a perforated Wilcox zone 
at 28,175-29,439 ft. The well 
was drilled to 29,661 ft, and the 
true vertical depth is 28,525 ft.

9 Walter Oil & Gas has per-
mitted the first of several planned 
tests designed to increase pro-
duct ion in  the  company’s 
Coelacanth Field. The #2 OCS 

G35960 will be in the western 
half of Ewing Bank Block 878, 

with a planned bottomhole to 
the northwest beneath Ewing 
Bank Block 833. According to a 
development plan filed in 2020, 
up to five tests will be drilled 
from various surface locations in 
the western half of Ewing Bank 
Block 878, with bottomhole 
locations to the north beneath 
Block 833 and Block 834 (OCS 
G27982). Water depth in the area 
is 1,500 ft. Walter’s activity in 
this part of the Gulf of Mexico 
centers around its Coelacanth 
platform on Block 834. Wells 
drilled from the A platform 
yield crude from perforations in 
the Miocene at around 20,000-
23,000 ft. Walter’s headquarters 
are in Houston.

10  Shell Oil Co. plans to 
sidetrack a deepwater develop-
ment test in the company’s Cou-
lomb Field. The #4 (ST) OCS 
G08496 will be in the southern 
half of Mississippi Canyon Block 
657. According to the permit, the 
original hole will be kicked off 
at 13,200 ft. Area water depth is 
7,400 ft. Two producing wells in 
Coulomb Field (Mississippi Can-
yon Block 657) are in the north-
ern portion of Block 657, with 
one well on adjacent Block 613. 
Production is from Middle Mio-
cene at 17,158-18,750 ft. Cou-
lomb Field came online in 2004, 
with production initially coming 
from two wells. Houston-based 
Shell completed the third well in 
the field in 2016.
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1 A Reeves County (RRC Dist. 
8), Texas, Wolfcamp well was 
completed by XTO Energy 
Inc. The Phantom Field well, 
#56-18 Hurley, has a total depth 
of 10,346 ft and a true vertical 
depth of 9,346 ft. It was tested 
flowing 684 bbl of oil, 3.336 
MMcf of gas and 4,297 bbl of 
water per day from perforations 
at 10,899-15,701 ft. It is in TPRC 
Survey, A-579. XTO is a subsidi-
ary of Exxon Mobil Corp.

2 Two Loving County (RRC 
Dist. 8), Texas, Bone Spring 
wells were completed by Hous-
ton-based EOG Resources Inc. 
The wells were drilled from a 
drillpad in T&P RR CO Survey, 
A-936. The #20H State Mercury 
was drilled to 18,878 ft (8,942 ft 
true vertical). Tested on an unre-
ported choke size, it produced 
2,351 bbl of 46° API oil, 13.02 
MMcf of gas and 3,090 bbl of 
water per day. The flowing tub-
ing pressure was 940 psi, and the 
flowing casing pressure was 940 
psi. The #34h State Mercury was 
drilled to 19,051 ft, 9,927 ft true 
vertical. It initially flowed 2,319 
bbl of 45° API oil, 11.317 MMcf 
of gas and 3,057 bbl of water 
per day. Tested on an unreported 
choke size, the flowing casing 
pressure was 953 psi.

3 EOG Resources Inc. 
announced results from two 
Bone Spring-Berry North Field 
well completed in New Mexi-
co’s Lea County. The discover-
ies were drilled from a pad in 
Section 14-21s-33e. The #602H 
Date 14 State Com was drilled 
to 21,132 ft (10,864 ft true ver-
tical). It produced 2,081 bbl of 
39° API oil, 2.59 MMcf of gas 
and 1,245 bbl of water daily 
from a perforated zone between 
11,369 ft and 21,132 ft. It was 
tested on a 70/64-inch choke 
with a flowing casing pressure 
of 562 psi. The #303H Date 14 
State Com initially flowed 749 
bbl of 39° API oil, 1.054 MMcf 
of gas and 1,407 bbl of water 
per day. Production is from 
perforations at 10,548-20,459 
ft. Drilled to 20,459 ft, the true 
vertical depth is 10,070 ft, and 
it bottomed in Section 11. It was 
tested on a 70/64-inch choke 
with a flowing casing pressure 
of 548 psi.

4 Three Wolfcamp producers 
were announced by Shell Oil 
Co. in Loving County (RRC 
Dist. 8), Texas. The Phantom 

Field wells were drilled from 
a pad in Section 6, Block C27, 
PSL Survey A-1187. The #2H 
Daenerys State C27-6 Lov Unit 
has a total depth of 17,180 ft and 
a true vertical depth of 11,497 
ft. It flowed 1,286 bbl of 44° 
API oil, 2.805 MMcf of gas and 
2,181 bbl of water per day from 
Wolfcamp at 11,718-17,018 ft. 
Tested on a 50/64-inch choke, 
the flowing tubing pressure was 
1,270 psi, and the flowing casing 
pressure was 935 psi. The #3H 
Daenerys State C27-6 Lov Unit 
was drilled to 17,488 ft (11,366 
ft true vertical) and produced 
1,172 bbl of 45° API oil, 2.526 
MMcf of gas and 2,155 bbl of 

water daily. Gauged on a 52/64-
inch choke, the flowing tubing 
pressure was 990 psi, and the 
flowing casing pressure was 360 
psi. Production is from fractured 
perforations at 11,362-17,325 ft. 
The #4H Daenerys State C27-6 
Lov Unit was drilled to 18,237 
ft (11,488 ft true vertical). It 
initially flowed 1,331 bbl of 
44° API oil, with 2,766 MMcf  
of gas and 2,078 bbl of water per 
day from fractured perforations 
at 11,417-18,067 ft. Tested on 
a 48/64-inch choke, the flowing 
tubing pressure was 1,260 psi, 
and the flowing casing pres-
sure was 845 psi. Shell is based  
in Houston.
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5 A Phantom Field discov-
ery was announced by WPX 
Energy Inc. in Ward County 
(RRC Dist. 8), Texas. The #5H 
University Lands Cathedral 
1516-17 E is in University Lands 
Survey, A-U53. The Wolfcamp 
producer was tested flowing 622 
bbl of 38° API oil, with 679,000 
cu ft of gas and 109 bbl of water 
per day. It was drilled to 22,125 
ft, and the true vertical depth is 
11,908 ft. Gauged on a 24/64-
inch choke, the flowing tubing 
pressure was 2,672 psi, and the 
flowing casing pressure was 
2,422 psi. Production is from 
perforations at 12,201-22,077 ft. 
WPX is based in Tulsa, Okla.

6 CGS Operating LLC , 
based in Tyler, Texas, completed 
a Spraberry Trend venture in 
Dawson County (RRC Dist. 
8A), Texas. The #1H Santo-
rini Unit is the company’s first 
operated producer. According to 
IHS Markit, the initial potential 
data is unavailable but recov-
ery through December totals 
73,276 bbl of crude and 46.5 
MMcf of gas. The well includes 
an 11,215-ft pilot hole, and it is 
in Section 44, Block 36 T5N, 
T&P RR Co Survey, A-508. 
The northwest-trending lateral 
extends about 2.5 miles with a 
bottomhole location in Section 
32. It was drilled to 19,341 ft 

with a true vertical depth of 
8,156 ft.

7 CrownQuest Operating 
LLC announced results from 
two more Wolfcamp produc-
ers at its Avogadro prospect in 
Midland County (RRC Dist. 
8), Texas. The Spraberry Field 
pad is in Section 18, Block 36, 
T&P RR CO Survey, A-956. The 
#3HB Avogadro C was drilled 
to 19,468 ft, and the true verti-
cal depth is 8,785 ft. It produced 
1,068 bbl of 39° API oil, with 
1.702 MMcf of gas and 1,058 
bbl of water daily from a per-
forated zone at 9,120-19,324 ft. 
Tested on a 64/64-inch coke, the 
flowing tubing pressure was 450 
psi, and the flowing casing pres-
sure was 400 psi. The #102HD 
Avogadro E flowed 1,791 bbl of 
39° API oil, 3.126 MMcf of gas 
and 1,745 bbl of water per day. 
Gauged on a 42/64-inch choke, 
the flowing tubing pressure was 
680 psi, and the flowing casing 
pressure was 1,600 psi. Produc-
tion is from fracture-stimulated 
perforations at 10,379-20,516 ft. 
CrownQuest’s headquarters are 
in Midland, Texas.

8 A Union City Field-Missis-
sippian well was completed in 
Oklahoma’s Canadian County by 
Camino Natural Resources. 
Drilled in Section 10-11n-8w, 
#10-15-1MXH Paul Harvey 1108 
produced 289 bbl of 50° API 
condensate, with 3.832 MMcf of 
gas and 2,085 bbl of water daily. 
It was drilled to 18,825 ft, and 
the true vertical depth is 11,266 
ft. Gauged on a 26/64-inch 
choke, the flowing tubing pres-
sure was 2,447 psi. Production 
at the well is from a perforated 
zone at 11,085-18,754 ft. Cami-
no’s headquarters are in Denver.

9 IHS Markit reported that 
Tulsa, Okla.-based Citizen 
Energy III has completed a hor-
izontal Anadarko Basin well in 
Grady County, Okla. The #1H-
31 AR-JO McComas was tested 
flowing 158 bbl of 53° oil and 
1.545 MMcf of gas per day from 
Mississippian at 12,180-17,139 
ft. It was tested on a 22/64-inch 
choke with a flowing tubing pres-
sure of 1,568 psi. The Waton-
ga-Chicksaw Trend producer 
was drilled to 17,210 ft (12,061 
ft true vertical) and is in Section 
31-10n-7w. It bottomed about 1 
mile to the north in nearby Sec-
tion 31.

10 Houston-based Bedrock 
Production LLC has scheduled 
four Barnett Shale-Newark East 
Field tests in Wise County (RRC 
Dist. 9), Texas. According to 
IHS Markit, #1H Gibbs Estate, 
#2 Gibbs Estate, #3 Gibbs 
Estate and #4H Gibbs Estate 
will be drilled from a common 
pad on a 1,213-acre North Texas 
lease in the Green Buchanan 
Survey, A-31. The horizontal 
laterals are expected to bottom 
1.5-2 miles to the west. Each 
test has a planned true vertical 
depth of 8,000 ft. Most of the 
Barnett Shale wells in this part 
of Newark East Field are oper-
ated by Devon Energy Corp.
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1 Zephyr Energy has added 
a directional test to the compa-
ny’s program in western Grand 
County, Utah. The #16-2 State 
is on the northern edge of the 
Paradox Basin. It has a planned 
depth of 9,717 ft, and it will be 
drilled in Section 16-22s-17e. 
The venture will target oil in 
Cane Creek (Pennsylvanian 
Paradox) at a true vertical depth 
of 9,692 ft. The new location 
offsets #16-42 State, which 
was completed in 2009. The 
10,176-ft discovery was tested 
flowing 284,000 cu ft of gas 
per day from fracture-treated 
Cane Creek perforations at 
9,738-9,894 ft. An unsuccess-
ful recompletion attempt was 
conducted in Honaker Trail at 
8,633-9,336 ft. Zephyr Energy is 
based in London.

2 Details were released on a 
Uintah County, Utah, discov-
ery by CH4-Finley Operating 
LLC. The #10-19-2-1E Tryon is 
in Section 19-2s-1e. The Blue-
bird Field well had a planned 
depth of 13,172 ft. It produced 
120 bbl of 38° API oil, 48,000 
cu ft of gas and 147 bbl of water 
per day. Commingled produc-
tion is from Garden Gulch at 
8,480-8,957 ft; Black Shale, 
9,112-9,381 ft; Castle Peak, 
9,398-9,607 ft and Uteland 
Buttes at 9,636-9,761 ft. It was 
tested on a 64/64-inch choke 
with a flowing tubing pressure 
of 300 psi and a flowing casing 
pressure of 80 psi. CH4-Finley’s 
headquarters are in Dallas.

3 Qualmay Development 
LLC is underway at a directional 
Big Horn Basin test in Park 
County, Wyo. The Cody, Wyo.-
based company’s #24-42 Qual-
may is in Section 24-56n-100w. 
The Bearcat Field test was 
expected to reach a true ver-
tical depth of 3,700 ft, and it 
is targeting Lance with a bot-
tomhole to the west-northwest. 
The venture is the company’s 
southernmost test to date, and 
a successful completion would 
extend Bearcat Field south-
ward. Nearby production is at 
the company’s #24-41 McKinley 
Fee. The 3,850-ft well was com-
pleted in 2008 flowing 210,000 
cu ft of gas daily from frac-
ture-treated perforations ranging 
from Fort Union at 2,848 ft to 
Lance at 3,732 ft.

4 In the Piceance-Uinta Basin, 
Denver-based Caerus Oil & 
Gas LLC completed five direc-
tionally drilled Grand Valley 
Field wells from a pad in Colo-
rado’s Garfield County at the SG 
prospect in Section 27-4s-96w. 
All of the completions produced 
from commingled Williams 
Fork, Ohio Creek and Cameo. 
The #12B-28-496 was drilled 
to 12,129 ft, 11,545 ft true ver-
tical, and it flowed 184,000 cu 
ft of gas per day from perfo-
rations at 8,353-11,622 ft. It 
was tested on an 18/64-inch 
choke, and the flowing casing 
pressure was 1,184 psi. The 
#23B-27-496 was drilled to 
11,895 ft, 11,604 ft true verti-
cal, and it produced 247,000 cu 
ft per day from perforations at 
8,076-11,665 ft. Gauged on an 
18/64-inch choke, the flowing 
casing pressure was 1,444 psi. 
The #23C-27-496 was drilled to 
12,405 ft, 11,683 ft true vertical, 
and flowed 238,000 cu ft of gas 
per day from a perforated zone 
at 8,724-12,066 ft. Tested on an 
18/64-inch choke, the flowing 
casing pressure was 1,188 psi.

5 EOG Resources Inc. 
r e ce ived  pe rmi t s  f o r  s i x 
stacked-lateral horizontal ven-
tures in Johnson County, Wyo. 
The Powder River Basin tests 
will be drilled from a pad 
in Section 29-48n-79w. The 
#2932-01H Sloper will have a 
lateral that will bottom almost 
2 miles to the south in Section 
32-48n-79w with a proposed 
true vertical depth of 9,565 ft in 
Sussex. The other five tests from 
the pad (#2932-02H Sloper; 
2932-03H Sloper; #2932-04H 
Sloper; #2932-05H Sloper; and 
#2932-06H Sloper) will respec-
tively target Shannon (9,766 ft 
true vertical); Mowry (12,768 ft 
true vertical); Niobrara (11,021 
ft true vertical); Frontier (11,639 
ft true vertical); and Muddy 
(13,057 ft true vertical). Hous-
ton-based EOG holds permits 
in several pads generally east 
of the Sloper tests, and multi-
ple operators have also sched-
uled horizontal drilling in the 
area. Offsetting one of EOG’s 
planned pads is #31-28 Big 
Cat in Section 28. The 9,344-ft 
vertical Sussex discovery was 
completed in 1997 pumping 60 
bbl of 40° API oil per day from 
acid- and fracture-treated perfo-
rations at 9,209-34 ft.

6 Vermillion Energy com-
pleted a Turner Sand wildcat 
in Campbell  County, Wyo. 
The #4471-09-1TH Rips was 
drilled in Section 16-44n-71w 
and was tested flowing 99 bbl 
of 37° API oil from Niobrara 
with no reported water per day 
after 29-stage fracturing. It was 
drilled to 14,959 ft, and the true 
vertical depth was 8,736 ft with 
production from a perforated 
zone at 9,722-14,482 ft. Gauged 
on a 44/64-inch choke, the flow-
ing tubing pressure was 178 psi, 
and the flowing casing pressure 
was 89 psi. Vermillion’s head-
quarters are in Calgary.

7 Six horizontal tests have 
been permitted by Rockies 
Holdings LLC .  The wells 
will be drilled from a Den-
ver-Julesburg Basin pad in 
Laramie County, Wyo. The 
Casper, Wyo.-based company’s 
exploratory program will be 
extended-lateral tests (#3328-
03CH Woods; #3328-04NH 
Woods; #3328-05CH Woods; 
3328-06NH Woods; #3328-
07CH Woods; and #3328-08NH 
Woods) drilled from a pad in 
Section 4-17n-66w. All of the 
wells will bottom to the north 
in Section 28-18n-66w. Objec-
tives at the tests are in Niobrara 

Williston

Salina

Green 
River

Denver-
Julesburg

Powder River

Piceance

Forest
City

Paradox

Uinta 

San Juan

Big 
Horn

Alberta

Raton

Wind 
River

San 
Joaquin

Sacram
ento

Railroad 
Valley

North 
Slope

Cook
Inlet

UTAH

MONTANA

CALIFORNIA

ARIZONA

IDAHO

NEVADA

OREGON

COLORADO

WYOMING

NEW
MEXICO

ALASKA

M
IN

N
ESO

TA

NEBRASKA

WASHINGTON

SOUTH DAKOTA

NORTH DAKOTA

Oil Production
Gas Production
© Rextag

1

2

3

4

5

6

7

9

10

8

WESTERN US

EXPLORATION HIGHLIGHTS



 101

(8,864 ft true vertical) and 
Codell (9,076 ft true vertical). 
The proposed total depths range 
from 19,617 ft to 21,111 ft. 
Rockies Holdings has more than 
80 permits to drill horizontal 
tests across several townships in 
northern Laramie County.

8 Denver-based Extraction 
Oil & Gas completed two more 
Wattenberg Field ventures in 
Weld County, Colo. The wells 
were drilled from a pad in Sec-
tion 21-5n-65w. The #20W-25-1 
AD Fed J Evans was drilled to 
19,816 ft (6,982 ft true vertical), 
and it produced 461 bbl of 55° 

API condensate, 3.178 MMcf 
of gas and 95 bbl of water daily 
from Niobrara perforations at 
7,570-19,792 ft. Gauged on an 
18/64-inch choke, the flowing 
tubing pressure was 2,635 psi, 
and the flowing casing pressure 
was 2,943 psi. The #20W-25-15 
AD Fed Dairy has a total depth 
of 19,534 ft and a true verti-
cal depth of 6,939 ft. It flowed 
3.335 MMcf of gas and 97 bbl 
of water from commingled 
Sharon Springs perforations 
at 7,345-95 ft and Niobrara at 
7,467-19,510 ft. Tested on an 
18/64-inch choke, the flowing 
tubing pressure was 3,093 psi, 

and the flowing casing pressure 
was 3,251 psi.

9 In McKenzie County, N.D., 
WPX Energy Inc. completed a 
Middle Bakken well and a Three 
Forks well from a single drill-
pad in Section 1-149n-95w. The 
#24-13-12HA Nokota initially 
flowed 5,398 bbl of 42° API oil, 
2,106 MMcf of gas and 3,935 
bbl of water daily from Middle 
Bakken. It was drilled to 26,439 
ft, and the true vertical depth is 
10,996 ft. Gauged on a 44/64-
inch choke, the flowing casing 
pressure was 1,250 psi. Pro-
duction is from fractured perfo-
rations between 11,190 ft and 
26,233 ft. The #24-13-12HQ 
Nokota produced 3,513 bbl of 
42° API oil, 2.106 MMcf of gas 
and 599 bbl of water per day 
from Three Forks perforations 
at 11,295-26,391 ft. Drilled to 
26,503 ft, the true vertical depth 
is 10,996 ft, and it is producing 
from fractured perforations at 
11,295-26,391 ft. It was tested 
on a 44/64-inch choke with a 
flowing casing pressure of 1,800 
psi. Both wells are in Squaw 
Creek Field. WPX Energy is 
based in Oklahoma City.

10 Burlington Resources 
Oil & Gas completed a Middle 
Bakken well in Dunn County, 
N.D. The Coral Creek Field ven-
ture, #44-29MBH CCU Plym-
outh, initially flowed 1,340 bbl 
of oil, 1.273 MMcf of gas and 
864 bbl of water per day. It was 
drilled to a total depth of 19,277 
ft, and the true vertical depth is 
10,550 ft. Burlington is a sub-
sidiary of ConocoPhillips Co.
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INTERNATIONAL
HIGHLIGHTS

1 Bahamas
B a h a m a s  P e t r o l e u m 
announced that it encountered 
hydrocarbons at #1-Persever-
ance in the Cooper Block, off-
shore Bahamas. The well was 
drilled to approximately 3,900 
m. It will now be permanently 
plugged and abandoned. The 
exploration well had a planned 
depth of 4,800 m and was test-
ing multiple potential reservoir 
horizons continuously through 
the Albian and Aptian aged for-
mations, targeting P50 prospec-
tive oil resources of 770 Mbbl, 
with an upside of 1.44 Bbbl. 
Bahamas Petroleum’s headquar-
ters are in Isle of Man, U.K.

2 Brazil
In the Campos Basin,  Rio 
de Janeiro-based Petrobras 
completed a hydrocarbon dis-
covery in Block C-M-411. The 
#1-BRSA-1377-RJS (Urissane) 
was drilled in approximately 
2,950 m of water, and it encoun-
tered oil in the pre-salt section 
of the reservoirs. Additional 
testing in the area is planned to 
assess the potential of the dis-
covery. Petrobras is the oper-
ator of the block and holds a 
50% interest, in partnership with 
Exxon Mobil holding 50%).

3 UK
UK Oil & Gas has announced 
results from a report of the 
Loxley Portland gas discovery 
lying within its 100% owned 
and operated PEDL234 license. 
The report indicates a signifi-
cant mean case gross gas ini-
tially in place of 49 Bcf. The 
mean gross recoverable resource 
is cited as 34 Bcf, represent-
ing an est imated recovery 
factor of approximately 70%. 
The reported high case net in 
PEDL234 is 76 Bcf, and the 
estimated high case recoverable 
resource is 54 Bcf. According 
to the London-based company, 
results further underline the esti-
mate that the 48 sq km Loxley 
geological structure contains 
significant gas volumes, which 
in a success case of about 4-5 
Bcf per year, on an energy 
equivalent basis. The company 
is planning to drill #1-Loxley in 
the second half of 2021.

4 U.K.
Eni has been awarded a new 
production license, P2511, in 
the U.K. sector of the North Sea. 
According to the Rome-based 
company P2511 encompasses 
approximately 340 sq km near 
the U.K./Norway marit ime 
boundary. Area water depth 
ranges from 100 m to 130 m. 
The license includes blocks 
9/23c, 9/24a, 9/27a, 9/28c and 
9/29b for an initial exploration 
period of six years. Eni is the 
operator with 100% interest.
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The International Energy Agency (IEA) produced 
the world’s first comprehensive roadmap for the 
energy sector to reach net-zero emissions by 

2050 for global clean energy transitions.
The new special report, ”The World’s Roadmap to 

Net Zero by 2050,” will detail what is needed from 
governments, companies, investors and citizens to 
fully decarbonize the energy sector and put emis-
sions on a path in line with a temperature rise of 
1.5 degrees Celsius. It is part of a series of new IEA 
projects to support efforts to reach global energy 
and climate goals. The planned release date is May.

Most of the world’s largest economies and many 
leading companies have already announced plans 
to bring their emissions down to zero by around the 
middle of this century. But much work remains to 
be done to translate these ambitious targets into ac-
tual reductions in emissions.

The IEA also announced that reinvigorating inter-
national energy cooperation will be a major theme 
of the second IEA Clean Energy Transitions Sum-
mit. This year’s summit will be co-hosted with the 
U.K. government in March and will focus on how 
governments can work together more effectively to 
ensure long-term, net-zero targets are translated into 
concrete action.

—Larry Prado
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5 Norway
Lundin Energy is preparing 
to drill well #16/4-13S in the 
North Sea. The Segment D pros-
pect is in PL359, adjacent to the 
Solveig subsea tieback devel-
opment project, on the Utsira 
High. The venture will be tar-
geting Permian and Triassic 
aged sandstones, similar to those 
found at Solveig. Based on the 
success of Segment D, develop-
ment would be via a low-cost 
tie-in to the Solveig subsea 
facilities. Stockholm-based Lun-
din Energy is the operator with 
65% working interest, and part-
ners are OMV with 20% and 
Wintershall with 15%.

6 Norway
Equinor had received a drill-
ing permit from the Norwegian 
Petroleum Directorate for wild-
cat well #31/11-1 S in produc-
tion license PL 785 S. The area 
in this license consists of parts 
of blocks 26/2 and 31/11 and is 
south of Troll Field. Troll Field 
is also one of the largest oil 
fields on the Norwegian conti-
nental shelf, and at peak produc-
tion in 2002, oil production was 
more than 400,000 barrels per 
day. This is the first exploration 
well to be drilled in the license. 
Equinor is the operator with an 
ownership interest of 50% with 
license partner Total (50%). 
Equinor is based in Stavanger.

7 Egypt
Ganoub El Wadi Petroleum 
Holding Company (Ganope) 
plans to drill 11 exploration 
wells in the western portion of 
the Red Sea in Egyptian terri-
torial waters. The exploration 
program in blocks 1 through 9 
was recently approved by the 
Egyptian Minister of Petroleum 
and Mineral Resources. Seismic 
surveying is currently underway, 
and a second phase of survey-
ing is planned from this year. 
Cairo-based Ganope anticipates 

an average total production of 
27,600 bbl of oil per day.

8 Saudi Arabia
State  oi l  company Saudi 
Aramco announced two new 
oil and gas fields in northern 
Saudi Arabia. According to the 
Dhahran-based company, the 
new Abraq al-Toloul oil field in 
the Northern Borders Province, 
flowed at a daily rate of 3,189 bbl 
of Arab light crude oil, with 3.5 
MMcf of gas per day. Hadabat al 
Hajara gas field in the neighbor-
ing al-Jawf Province has a daily 
production rate of 16 MMcf of 
gas, along with 1,944 bbl of oil 
condensate according to country’s 
energy minister. Aramco plans to 
estimate the total amount of oil 
and gas in the two fields and is 
drilling more wells to determine 
the boundary areas and capacities.

9 Pakistan
A gas condensate discovery was 
reported by Islamabad-based Oil 
and Gas Development Co. 
at #1-Sial in Hyderabad District 
in Sindh Province, Pakistan. The 
well was drilled to 2,442 m. It 
initially flowed 1.146 MMcf of 
gas and 680 bbl of condensate 
per day from Lower Goru during 
testing on a 32/64-inch choke. 
The well-head flowing pressure 
was 460 psi. Oil and Gas Devel-
opment is the operator (95%), 
and Government Holdings 
Ltd. holds a 5% stake.

10 Malaysia
An offshore Malaysia gas dis-
covery was announced by 
PTT Exploration and Pro-
duction. An appraisal well, 
#2-Lang Lebah in the Sarawak 
SK 410B prospect, encountered 
a 600-m gas pay zone. Flow 
testing indicated that it would 
produce 50 MMcf of gas per 
day. The well was drilled to a 
total depth of 4,320 m and is 
in the joint Malaysia-Indonesia 
venture area in the South China 
Sea off the island of Borneo. 
Additional testing is planned by 
the Bangkok-based company. 
PTT is the operator and holds a 
42.5% stake with Kuwait For-
eign Petroleum Exploration 
Co. holding 42.5% and Petro-
nas with 15%.

11 China
China National Offshore 
Oil Corp. announced a discov-
ery in the Pearl River Mouth 
Basin in Huizhou Sag in Zhu1 
Depression. According to the 
Beijing-based company, the dis-
covery holds of approximately 
3.14 Bboe. The #1-HZ26 explo-
ration well is in Huizou 26-6 
Field. It was tested flowing 
about 2,020 bbl of oil and 15.36 
MMcf of gas per day. The well 
was drilled in 370 ft of water to 
about 14,028 ft and hit approxi-
mately 1,385 ft of pay. It is one 
of the largest oil and gas field 
discovered to date in the Pearl 
River Mouth Basin.

12 Australia
Santos Ltd. is preparing to 
drill exploration well #1-Dancer 
in offshore Western Australia’s 
permit area WA-1-P. The ven-
ture will be targeting gas and 
condensate in a Legendre gas 
reservoir. According to the 
company, this is the only well 
planned, with no sidetrack 
or re-spud in the North Perth 
Basin. The planned depth is 
3,604 m. Area water depth is 
approximately 63 m. Santos 
holds 100% operated interest in 
the WA-1-P permit.
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NEW FINANCINGS

EQUITY
Company Exchange/

Symbol
Headquarters Amount Comments

Vine Energy Inc. NYSE: VEI Plano, Texas $356.3 Launched an IPO of about 18.8 million shares of its Class A common stock at 
an anticipated price between $16 and $19 per share. Underwriters have been 
granted a 30-day option to purchase roughly up to an additional 2.8 million 
shares of stock at the IPO price, less underwriting discounts and commis-
sions. Proceeds will be used to repay in full and terminate certain existing 
credit facilities of its subsidiaries, with any remaining net proceeds to be 
used for general corporate purposes. Citigroup, Credit Suisse, Morgan 
Stanley, Barclays, BofA Securities and RBC Capital Markets are joint 
book-running managers.

Flame Acquisition Corp. NYSE: FLME Houston $287.5 Closed IPO of about 28.8 million units, which included the full exercise of the 
underwriters’ overallotment option, at a price of $10 per unit. Proceeds will 
be used for the purpose of effecting a merger, capital stock exchange, asset 
acquisition, stock purchase, reorganization or similar business combination 
with one or more businesses in the energy industry in North America. Co-
wen and Intrepid Partners were joint book-running managers.

Magnolia Oil & Gas Corp. NYSE: MGY Houston $178.5 Priced a secondary public offering by certain affiliates of EnerVest Ltd. of 
17 million shares of Class A common stock. Underwriters have an option 
for 30-days to purchase roughly up to an additional 2.6 million shares of 
stock from the selling stockholders. Magnolia will not receive any proceeds 
from the offering. Credit Suisse Securities (USA) LLC and Citigroup are 
book-running managers.

Cactus Inc. NYSE: WHD Houston $173.3 Priced an underwritten secondary offering of 5.5 million shares of its Class 
A common stock by certain selling stockholders. Underwriters have been 
granted a 30-day option to purchase up to an additional 825,000 shares of 
stock at the public offering price, less underwriting discounts and commis-
sions. Cactus will not receive any of the proceeds from the sale of stock. 
BofA Securities, Citigroup, Credit Suisse and Morgan Stanley are joint 
book-running managers. Barclays, J.P. Morgan, Tudor, Pickering, Holt & 
Co., Johnson Rice & Co. LLC and Stephens Inc. are co-managers.

Hess Midstream LP NYSE: 
HESM

Houston $126 Priced an underwritten public offering of 6 million Class A shares represen-
ting LP interests by a subsidiary of Hess Corp. and an affiliate of Global 
Infrastructure Partners at a public offering price of $21 per share. Selling 
shareholders have granted the underwriters a 30-day option to purchase up 
to 900,000 additional shares at the public offering price less underwriting 
discounts and commissions. HESM will not receive any proceeds from the 
sale of shares in the offering. Goldman Sachs & Co. LLC and Citigroup 
are acting as joint book-running managers. Latham & Watkins LLP repre-
sented HESM.

Spartan Delta Corp. TSXV: SDE Calgary, Alberta CA$120.6 Upsized previously announced previously announced non-brokered private 
placement and bought-deal financing led by National Bank Financial Inc. 
Proceeds will be used to reduce indebtedness under its syndicated credit 
facilities, with the balance currently anticipated to be used to fund its drilling 
and capital spending program, for future acquisitions and for general working 
capital purposes.

Liberty Oilfield Services Inc. NYSE: LBRT Denver $99.6 Priced an underwritten public offering of 8.7 million shares of its Class A 
common stock by R/C Energy IV Direct Partnership LP and R/C IV Li-
berty Holdings LP. Selling stockholders granted the underwriter, Morgan 
Stanley, a 30-day option to purchase up to roughly an additional 1.3 million 
shares of stock. The company will not receive any proceeds from the offering.

U.S. Energy Corp. NASDAQ: 
USEG

Houston N/A Announced intention to offer its shares of common stock in an underwritten 
public offering. Kingswood Capital Markets, division of Benchmark In-
vestments Inc., is sole book-runner.

DEBT
Cheniere Energy  
Partners LP

NYSE 
American: 
CQP

Houston $1,000 Announced intention to offer, subject to market and other conditions, senior 
notes due 2031. Proceeds will be used, together with cash on hand, to refi-
nance a portion of outstanding 2025 notes and to pay fees and expenses in 
connection with the refinancing.
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Comstock Resources Inc. NYSE: CRK Frisco, Texas $1,000 Priced private placement of new senior notes due 2029, which was increased 
from the originally proposed $750 million. Notes were sold at par. Proceeds 
will be used, together with, if necessary, borrowings under its bank credit 
facility or cash on hand, to fund the concurrent tender offers for a portion 
of its 2025 and 2026 notes, including the payment of all premiums, accrued 
interest, and related fees and expenses incurred in connection therewith, and 
the excess, if any, for repayment of borrowings under its bank credit facility.

Williams NYSE: 
WMB

Tulsa, Okla. $900 Priced a public offering go senior notes due 2031 at a price of 99.631% of 
par. Proceeds will be used to repay 2021 notes and for general corporate 
purposes. RBC Capital Markets LLC, Mizuho Securities USA LLC, 
MUFG Securities Americas Inc. and TD Securities (USA) LLC are joint 
book-running managers.

SBM Offshore NV OTCMKTS: 
SBFFF

Amsterdam, 
Netherlands

$850 Priced nonrecourse senior secured notes transaction offering by subsidiary 
company Guara Norte S.à r.l. to qualified institutional buyers in the U.S. 
at 99.995% of par value. Proceeds will be used to repay existing bank debt, 
unwind the existing hedge arrangements and pay for transaction related 
expenses. Remaining cash will be distributed to Guara Norte’s shareholders.

Kinder Morgan Inc. NYSE: KMI Houston $750 Closed public offering of senior notes due 2051. Barclays, CIBC Capital 
Markets, SMBC Nikko and TD Securities were active joint book-running 
managers. Bracewell LLP served as legal adviser.

Suncor Energy Inc. TSE, NYSE: 
SU

Calgary, 
Alberta

$750 Priced an offering of senior unsecured notes due 2051. Proceeds will be used 
for the repayment of commercial paper and for general corporate purposes. 
Pending any such use of the net proceeds, Suncor intends to invest the net 
proceeds in bank deposits and short-term marketable securities. BofA Se-
curities Inc. is lead book-running manager.

Murphy Oil Corp. NYSE: MUR Houston $550 Priced an offering of senior notes due 2028. Proceeds will be used, together 
with cash on hand, borrowings under its revolving credit facility or a com-
bination thereof, to fund the full redemption of its outstanding 2022 notes 
and to pay any related premiums, fees and expenses in connection with the 
foregoing. BofA Securities, J.P. Morgan and MUFG are physical joint 
book-running managers.

Northern Oil and Gas Inc. NYSE 
American: 
NOG

Minnetonka, 
Minn.

$550 Priced an upsized private placement to eligible purchasers of new senior 
notes due 2028 at par. 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 connection with such repurchases, repayments and 
redemptions and all related premiums and transaction expenses. Any remai-
ning 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. Offering is not conditioned upon the completion 
of the Reliance acquisition.

Suncor Energy Inc. TSE, NYSE: 
SU

Calgary, 
Alberta

CA$500 Priced an offering of senior unsecured notes due 2051. Proceeds will be used 
for the repayment of commercial paper and for general corporate purposes. 
Pending any such use of the net proceeds, Suncor intends to invest the net 
proceeds in bank deposits and short-term marketable securities. CIBC Wor-
ld Markets Inc., RBC Dominion Securities Inc. and TD Securities Inc. 
led the syndicate of dealers.

TC Energy Corp. TSX, NYSE: 
TRP

Calgary, 
Alberta

CA$500 Closed an offering by TransCanada Trust of subordinated notes due 2081. 
Proceeds will be used to redeem issued and outstanding preferred shares, 
and pending such redemption, to reduce short-term indebtedness as well as 
for general corporate purposes. BMO Capital Markets and Scotiabank 
co-led the syndicate of underwriters.

Venture Global LNG Inc. N/A Arlington, Va. $500 Closed a term loan with JPMorgan Chase Bank NA, Morgan Stanley 
Senior Funding Inc., Mizuho Bank Ltd. and Bank of America NA. 
Proceeds will be used to fund pre-FID construction activities at its Plaquemi-
nes LNG export project and for general corporate purposes. JPMorgan and 
Morgan Stanley served as joint lead arrangers, and Bank of America and 
Mizuho participated as lenders. Davis Polk & Wardwell LLP and Simp-
son Thatcher & Bartlett LLP were legal advisers.
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Kosmos Energy Ltd. NYSE: KOS Dallas $450 Priced offering of senior notes due 2028 upsized by $50 million over the 
previously announced offering size. Proceeds will be used to repay outstan-
ding indebtedness under its revolving credit facility and commercial debt 
facilities and for general corporate purposes.

Bristow Group Inc. NYSE: VTOL Houston $400 Closed private offering of senior secured notes due 2028 issued under an 
indenture among the company, the subsidiary guarantors party thereto 
and U.S. Bank National Association, as trustee and collateral agent. 
Proceeds were used, together with cash on hand, to repay its secured 
equipment term loan with Macquarie Bank Ltd. and term loans with 
PK AirFinance S.à r.l. A portion of proceeds and cash on hand will be 
used to fund the previously announced redemption of all of its outstanding 
2022 notes.

Comstock Resources Inc. NYSE: CRK Frisco, Texas $250 Priced a private placement of 6.75% senior notes due 2029 sold at 103% 
of par. Proceeds to fund an anticipated increase in the aggregate maximum 
tender amount in its existing tender offers for a portion of 2025 and 2026 
notes and pay fees and expenses in connection therewith.

Oil States International Inc. NYSE: OIS Houston $125 Entered into a new asset-based revolving credit agreement with a maturity 
date of 2025. Wells Fargo Bank NA is the administrative agent. Other 
lenders include Bank of America NA, JPMorgan Chase Bank NA and 
Royal Bank of Canada. Credit agreement replaces its existing $200 mil-
lion revolving credit facility.

Tamarack Valley Energy Ltd. TSX: TVE Calgary, 
Alberta

CA$68.2 Upsized bought-deal financing to about 30.3 million common shares at 
a price of $2.25 per share. Proceeds will be used to fund pending acqui-
sitions of assets in the Provost and Nipisi areas of Alberta. National 
Bank Financial Inc. and Peters & Co. Ltd. co-led a syndicate of un-
derwriters.
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The hottest debate in the energy world 
is not about how hot the globe is 
becoming; it is about the future of 

energy itself. But of course, the two prob-
lems are tied together and will not be sepa-
rated. Which energy sources will be plentiful, 
affordable and easily distributed? Can any of 
these be permitted, accessed, produced and 
then consumed without further warming the 
atmosphere we depend on?

This debate shows up so many ways. One 
example for which you’ve already read too 
many claims and counter claims: The Great 
February Texas Freeze. More than enough 
finger pointing occurred, but it all comes 
down to this: Would you spend billions of 
dollars now to be prepared for a weather 
event that may or may not happen once ev-
ery 30, 40, 50 years? The answer appears to 
be a resounding no. 

The cities of Galveston and Houston have 
long debated what to do about flooding 
during a hurricane, yet they can’t agree on a 
solution or who would foot the bill for it in 
the first place. The devastation of Hurricane 
Harvey in 2017 still lingers and is a horrible 
example. Austin and Houston authorities 
have been arguing over who will control the 
distribution of billions of dollars that were 
set aside by the federal and state govern-
ments for repairs, rebuilds and mitigation. 

Far removed from this scene, even leaders 
of the small towns and counties throughout 
New England are debating their energy fu-
ture. Many have created local or statewide 
community power councils, which give lo-
cal governments more control over where 
their electricity comes from. A city would 
buy electricity from renewable suppliers on 
behalf of its citizens, the ratepayers.

How they will access and pay for this 
electricity? Should they set up a munici-
pal department to buy energy, ensuring it is 
from a renewable source, and then disperse 
it to residents? Would state legislatures 
even allow this?

Many towns have set ambitious net-zero 
carbon goals without understanding what 
that really means or what it will entail. I was 
aghast to read that one county commission-
er in New Hampshire told his local newspa-
per, “I think the most the fossil fuel industry 
can hope for is to inconvenience us.”

To counteract this day-to-day turbulence, 
I step back sometimes from current con-
troversies and challenges to get a different 
view of the broader picture, the long-term 
picture. What do the big thinkers think?

For that, I recently came across a fasci-
nating report, “Barclays 2030 Thematic 
Roadmap,” subtitled Build Forward Better. 
What did it say about the future of invest-
ing across many sectors and industries, and 
specifically energy? It said COVID-19 is 
the defining event for this decade to 2030.

To start with, the report breaks down 
Barclays’ thinking across six broad invest-
ment themes: 1) tech and innovation; 2) 
consumer, food and retail; 3) industrials, 
manufacturing and transportation; 4) health 
and modern science; 5) energy and environ-
ment; and 6) society and culture.

In great detail, Barclays explored these 
six themes by analyzing how an astonish-
ing 150 trends could be impacted in a post-
COVID-19 world. The scenarios are based 
on a sophisticated word search or scan of 
hundreds of company reports and transcripts 
from the remarks of executives, using natural 
language processing capabilities. 

As a result, Barclays foresees a greater 
emphasis in the future on public health, 
which would benefit investments in health 
companies and new sanitary technologies. 
They also see more emphasis on ESG, a ris-
ing agritech industry, much more govern-
ment stimulus to “future-proof” the econ-
omies of the world, and more incentives 
toward a greener economy.

“Infrastructure will remain a key benefi-
ciary,” Barclays said, pointing to investment 
ideas such as construction, transportation, 
real estate and capital goods. “Energy is 
likely to remain well positioned.”

Barclays drew quartiles ranking all 150 
trends as to their likelihood of occurring, 
and their impact on society if they did. 
Imagine this: one quadrant where trends 
are likely but have little impact on society. 
Another where trends are less likely, yet 
they’d have a greater impact. A third quad-
rant contains trends with little likelihood 
and little impact, and finally, the fourth 
contains trends with a greater likelihood 
and greater impact.

Where did energy trends fall in these 
quadrants? High likelihood and high im-
pact. The use of renewables ranked nearly 
100% for likelihood of happening and near-
ly 100% for impact on society. Natural re-
source scarcity ranked 90% for likelihood 
and 85% for impact on society. Carbon cap-
ture and storage themes ranked a bit lower, 
at 80% for likelihood and 75% for impact.

There, you have one bank’s view of the 
big picture to 2030.
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