
wide Permit 12 (NWP 12) permit in place for Keystone XL while the 
U.S. Army Corps of Engineers appeals a lower court’s vacatur of the 
project’s approvals to the U.S. Court of Appeals for the Ninth Circuit, 
and potentially, to the Supreme Court. Southern District of Montana 
Judge Brian Morris in April vacated the NWP 12 water-crossing 
authorization issued by the Corps.

HAYNESVILLE SHALE
Comstock Applies for New Haynesville 
Drilling Permits, Remains Bullish on  
NatGas

Comstock Resources Inc., which works in the Haynesville 
and Bakken shales, filed in late June applications with the Texas 
Railroad Commissioner to drill four new wells in the natural gas-rich 
Haynesville Shale in East Texas.

In a July 2020 investor presentation, Comstock highlighted fa-
vorable supply and demand fundamentals for natural gas with “sharp 
activity decline and production shut-ins to result in lower gas supply,” 
and also an improving outlook for natural gas prices.

The company estimates that near term demand destruction of 
4-6 Bcf/d in the United States is possible from Covid-19 and liquefied 
natural gas (LNG) cargo cancellations, and that long-term prices will be 
supported by continued capital discipline, increased power generation 
demand, long-term LNG demand, and coal and nuclear retirements.

The company also highlighted its “significant scale in the 
Haynesville,” with 307,000 Haynesville shale net acres 
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ANALYSIS
Slumping Demand to Hold Henry Hub  
Price to $1.93 in 2020, Says EIA

Continuing economic sluggishness brought on by Covid-19 
mitigation efforts is weighing down demand for natural gas, but there 
could be a price uptick on the horizon, according to the U.S. Energy 
Information Administration (EIA).

Henry Hub spot prices are expected to average $2.46/MMBtu 
in 4Q2020, bringing the 2020 average to $1.93/MMBtu, EIA said in 
its latest Short-Term Energy Outlook (STEO), which was released 
Tuesday. That full year forecast is down 11 cents from the agency’s 
previous STEO. EIA also said it expects the Henry Hub price will 
average $3.10/MMBtu in 2021 – two cents higher than forecast in 
the previous STEO -- as falling production levels continue to exert 
upward price pressures.

“Henry Hub spot prices averaged $1.63/MMBtu in June, down 
12 cents/MMBtu from May and the lowest inflation adjusted monthly 
average price since at least 1989,” EIA said. 

REGULATORY

Keystone XL Crude Pipeline Left Out of U.S. Supreme Court Order Reinstating Key  
Water-Crossing Permits

The U.S. Supreme Court on Monday issued a unanimous order 
reinstating the use of a permit employed to fast-track oil and gas 
pipeline construction, but the ruling specified that it did not apply to 
the U.S. leg of the hotly contested Keystone XL crude oil pipeline 
that is at the center of the debate.

The Supreme Court ruling upheld the injunction on the Nation-

Trade Date: Jul 07; Flow Date(s): Jul 08
Basin/Region Range Avg Chg Vol Deals

Gulf Coast
Barnett 1.650-1.745 1.730 0.060 40 12
Eagle Ford 1.730-1.820 1.775 0.095 168 26
Haynesville - E. TX 1.680-1.845 1.720 0.070 1,421 219
Haynesville - N. LA 1.750-1.760 1.760 0.125 22 4
Permian1 1.250-1.560 1.410 0.215 1,075 207
Tuscaloosa Marine Shale 1.755-1.800 1.775 0.090 531 94

Midcontinent
Arkoma - Woodford 1.750-1.800 1.755 0.070 120 30
Cana - Woodford 1.600-1.700 1.675 0.025 112 20
Fayetteville 1.730-1.780 1.745 0.080 135 24
Granite Wash* 1.550-1.670 1.625 0.075 274 62

Northeast
Marcellus - NE PA2 1.280-1.445 1.390 -0.040 394 83
Marcellus - NE PA: Other3 1.280-1.445 1.395 -0.065 305 65
Marcellus - NE PA: Tenn4 1.360-1.400 1.375 -0.010 89 18
Marcellus - SW PA/WV 1.220-1.750 1.410 -0.130 2,106 335
Utica5 1.300-1.605 1.490 -0.030 636 124

Rocky Mountains / West
Bakken -- -- -- -- --
Green River Basin* 1.590-1.650 1.635 0.105 978 203
Niobrara-DJ6 1.620-1.645 1.640 0.115 746 118
Piceance Basin* 1.615-1.635 1.625 0.110 415 64
Uinta Basin* 1.610-1.610 1.610 0.095 19 2
San Juan Basin* 1.620-1.680 1.645 0.110 713 131

Notes: Table represents fixed-price delivered-to pipeline transactions in USD/MMBtu. These data are 
comprised of deals that NGI believe represent trading activity in the respective resource plays and 
may contain gas that was produced from conventional formations. * Denotes a tight sands formation. 
Details on additional footnotes are available here. Volumes may not total due to rounding. 
For more information, please see NGI's Shale Price Methodology.
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Vaca Muerta Showing Signs of Life as Argentina Considers Oil, Gas Incentive Bill
INTERNATIONAL

Oil and gas producers working in Argentina continued to in-
crease activity in June, adding four rigs during the month, according 
to information from Baker Hughes Co.  

Argentina had a total of six rigs running in June, compared 
to two in May and zero in April as the country had strict lockdown 
measures from the coronavirus pandemic, which has seriously im-
pacted energy demand.

Activity also picked up in unconventional plays in the Vaca 
Muerta shale formation in western Argentina last month, according 
to press reports based on information from services company NCS 
Multistage. There were 196 hydraulic fracturing (fracking) stages 
completed in Argentina in June, compared to 28 in May and zero in 
April. By comparison, the country in 2019 saw an average of 700 
frack stages per month.

Meanwhile, a bill to spur natural gas drilling in Argentina 

is “very advanced,” Production Minister Matias Kulfas said in an 
interview.

After freezing utility rates paid by end users through the end 
of the year, Argentina is also planning a price floor for natural 
gas production, similar to the $45/bbl floor established for oil 
producers.

“Gas prices in Argentina as reflected by tenders to the power 
generation sector have continued to be close to US$ 2.50/MMBtu, 
which is not attractive for upstream producers,” Wood Mackenzie 
analyst Ignacio Rooney, who covers Argentina, told NGI’s Mexico 
GPI. “Discussions have begun for a scheme for gas set at $3.50/
MMBtu to incentivize drilling activity, but nothing has been made 
official yet.” 

Rooney said while activity has picked up “mildly” in gas-rich 
areas such as Vaca Muerta and Santa Cruz, gas drilling may not return 

http://www.naturalgasintel.com
https://www.naturalgasintel.com/operators-back-to-work-in-argentina-after-aprils-complete-shutdown/
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to pre-pandemic levels until the economy comes back.
“Demand needs to recover, and producers need to understand 

how they will be remunerated when compared to import parity prices,” 
he said. “The potential new price scheme is intended to begin ad-
dressing this last point.”

As a sign of how quickly Argentina’s gas boom has unraveled, 
Belgian shipping company Exmar said at the end of June it had 
received a force majeure notice from Argentine state oil company 
YPF SA for the Tango floating export project, which it chartered 

last year as a first step toward sending out liquefied natural gas to 
export markets. 

Exmar called the notice unlawful.
“YPF claims that effects of the coronavirus (Covid-19) 

pandemic both worldwide and in Argentina have hindered YPF’s 
ability to perform its obligations under the agreements, including 
but not limited to its ability to pay the invoices due for services 
performed for the period starting the second half of March 2020,” 
Exmar said. n

http://www.naturalgasintel.com
mailto:natgasintel.com/rextracker?subject=
https://www.naturalgasintel.com/argentinas-vaca-muerta-lng-ambitions-face-uncertainty-as-new-government-settles-in/
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Comstock Applies for New Haynesville Drilling Permits, Remains Bullish on NatGas
Continued from Page 1

and an inventory of 1,977 net drilling locations.
Comstock owns 500 miles of gas gathering systems and has 

“limited basis risk due to proximity and contracts tied to Henry Hub,” 
and “low gathering, treating and transportation” costs.

During its first quarter earnings call, the Frisco, TX-based 
company’s chief executive had also struck an upbeat tone on the 
outlook for gas prices.

“While natural gas prices are expected to remain low in the 
near-term as we manage through an oversupplied market resulting 
from the winter heating season, we anticipate a much healthier supply 
and demand balance for natural gas later this year and in 2021,” CEO 
Jay Allison said in May.

“Our Haynesville drilling program generates economic returns 

even at today’s low natural gas prices,” Allison said. However, “we 
have cut back the number of wells we’re drilling in order to generate 
free cash flow that we will use to pay down our debt and strengthen 
our balance sheet. That’s a primary focus.”

Comstock produced 125.5 Bcfe in the first quarter, with 122.8 
billion Bcf of natural gas and 454,495 bbl of oil.

Natural gas production averaged 1,349 MMcf/d, an increase of 
270% over the year-earlier quarter. The growth was driven by last 
year’s acquisition of fellow Haynesville operator Covey Park Energy 
LLC and steady Haynesville drilling, the company said.

Comstock’s largest shareholder is the owner of the Dallas 
Cowboys, Jerry Jones, whose investment to date in Comstock totals 
$1.1 billion. n

Slumping Demand to Hold Henry Hub Price to $1.93 in 2020, Says EIA
Continued from Page 1

“Currently, the effects of reduced natural gas demand are 
outweighing the effects of falling U.S. natural gas production and 
are contributing to low natural gas prices. EIA expects that these 
conditions will largely persist in the coming months, keeping 
the third quarter average price at $1.65/MMBtu. However, EIA 
expects general upward price pressures to emerge later in 2020 
as demand for natural gas increases and production continues 

to decline, particularly in the fourth quarter when space heating 
demand rises.”

The front-month natural gas futures contract for delivery at 
the Henry Hub settled at $1.67MMBtu on July 1, down 10 cents 
from June 1. On June 26, EIA said, the price of the front-month 
futures contract fell to its lowest real price in the history of the 
contract.

http://www.naturalgasintel.com
http://www.naturalgasintel.com/mx-map
http://www.naturalgasintel.com/iea-forecasts-record-drop-in-natural-gas-oil-demand-amid-historic-shock-from-coronavirus/
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’s  SHALE DAILY TMWEDNESDAY, JULY 8, 2020

5NATGASINTEL.COM @NGInews © COPYRIGHT INTELLIGENCE PRESS 2020 FOR A FREE TRIAL VISIT NATGASINTEL.COM

“The drop in prices during the month was likely a result of 
above-average storage injections that further increased natural 
gas stock levels relative to the five-year average,” EIA said. 
“U.S. natural gas production decreased from 91.2 Bcf/d in June 
2019 and 89.2 Bcf/d in May 2020 to 88.1 Bcf/d in June 2020. 
Meanwhile, U.S. consumption was 70.4 Bcf/d, essentially un-
changed from 70.5 Bcf/day in June 2019 but nearly 3 Bcf/d more 
than in May 2020.”

On Thursday EIA reported a 65 Bcf injection for the week 
ending June 26, bringing working gas inventories to 3,077 Bcf, 
30% more than the year-ago level and 18% more than the five-
year average level. “Weekly storage injections so far during the 
April–October injection season have been close to the five-year 
average rate as falling production has been offset by falling demand 
from the industrial sector and LNG exports,” EIA said. The agency 
expects declining production will cause injections to fall short of 

the five-year average later in the summer. But because of the high 
starting point for inventories during the injection season, EIA is 
forecasting inventories will reach a record 4,039 Bcf by the end of 
October, which would be 8% more than the five-year average for 
that time period.

Estimated dry natural gas production was 89.9 Bcf/d in 
2Q2020, a 6.3% (6.1 Bcf/d) decrease compared with 4Q2019. The 
production decline is the result of a sharp drop in drilling activity 
prompted by low gas and crude oil prices due to production curtail-
ments, EIA said, and is likely to through the end of the year, with 
2020 production averaging an estimated 89.2 Bcf/d, down 3.0 Bcf/d 
(3.2%) from 2019. In 2021, EIA expects dry natural gas production 
to decline a further 5.0 Bcf/d (5.6%) from 2020, with the low point 
coming in 2Q2021

EIA forecasts the low point in natural gas production to occur 
in the second quarter of 2021 at an average of 83.3 Bcf/d, which 

would be down 12.7 Bcf/d (13.2%) 
from the 4Q2019 peak. “However, 
toward the second half of 2021, as 
Henry Hub prices rise and economic 
conditions become more favorable, 
EIA expects dry natural gas produc-
tion to increase, reaching 85.6 Bcf/d 
in the fourth quarter of 2021,” ac-
cording to the STEO.

EIA expects net natural gas 
exports will rise to average 6.1 Bcf/d 
in 2020 and 7.5 Bcf/d in 2021. Net 
exports of U.S. liquefied natural gas 
(LNG), which averaged an estimated 
5.0 Bcf/d in 2019, are expected to 
increase to 5.4 Bcf/d this year and 7.3 
Bcf/d next year.

“U.S. LNG exports averaged 7.7 
Bcf/d through the first four months of 
2020, but declined by 17% between 
April and May,” EIA said. “A mild 
winter and Covid-19 mitigation ef-
forts have led to declining global 
natural gas demand and high natural 
gas inventories in Europe and Asia, 
reducing the need for LNG imports. 
Historically low natural gas and LNG 
spot prices in Europe and Asia have 
reduced the economic viability of 
U.S. LNG exports, which are highly 
price sensitive. 

“In the summer 2020, more 
than 70 LNG export cargoes from the 
United States were canceled for June 
and July deliveries, and more than 
40 cargoes were canceled for August 
deliveries. In comparison, 74 cargoes 
were exported from the United States 
in January 2020.”

As a result of those cancella-
tions, U.S. LNG exports averaged 

http://www.naturalgasintel.com
https://www.naturalgasintel.com/storage-injection-comes-in-below-expectations-boosting-august-natural-gas-futures/


’s  SHALE DAILY TMWEDNESDAY, JULY 8, 2020

6 NATGASINTEL.COM @NGInews © COPYRIGHT INTELLIGENCE PRESS 2020 FOR A FREE TRIAL VISIT NATGASINTEL.COM

an estimated 3.6 Bcf/d in June, and EIA forecasts 
that they will average 2.2 Bcf/d in July and August, 
implying a 25% utilization of LNG export capacity. 
EIA expects LNG exports to increase beginning in 
September and average 7.1 Bcf/d from December 
through February as global natural gas demand 
gradually recovers. 

Pipeline exports to Mexico averaged 5.3 
Bcf/d in the first quarter of 2020, an increase of 
9% compared with the same period in 2019, EIA 
said. Exports to Mexico are expected to continue 
to increase as more gas-fired power plants come 
online in Mexico and more pipeline infrastructure 
within Mexico is built. EIA expects gross U.S. 
pipeline exports to Mexico and Canada to aver-
age 7.9 Bcf/d and 8.3 Bcf/d in 2020 and 2021, 
respectively. n

Keystone XL Crude Pipeline Left Out of U.S. Supreme Court Order Reinstating Key Water-Crossing Permits
Continued from Page 1

TC Energy said that it remains committed to 
the future of the project, even though court filings 
indicate that refusal to restore the Keystone XL per-
mit would delay most U.S. construction until 2021.

“We will continue to evaluate our 2020 U.S. 
scope. In Canada, our work in 2020 remains un-
changed.”

The American Petroleum Institute (API) ap-
plauded the Supreme Court’s decision to reinstate 
NWP 12, deeming it a “significant step toward restor-
ing more certainty for energy companies.”

However, the 600-plus member organization 
said that declining to revive the permit for Keystone 
XL is “short-sighted as the project has already been 
thoroughly reviewed for well over a decade.

“As this case moves forward, we will urge the 
U.S. Court of Appeals for the Ninth Circuit to rein-
state the permit for all pipeline projects, including 
Keystone XL,” API said.

Work continues on the Canadian legs of the 
US$8 billion Keystone XL, using C$7.5 billion 
(US$5.3 billion) in financial aid committed by 
the Alberta government in March. The line would 
deliver 830,000 b/d from Canada’s top natural gas 
user, thermal oilsands production.

Environmental victors in Montana predicted 
that if Morris’ ruling stands, Keystone XL would 
be barred from crossing rivers and streams along 
its entire 1,688-kilometer (1,013-mile) U.S. leg. 
Democratic Party presidential candidate Joe 
Biden has deepened concerns over the project’s 
viability by vowing, if he wins the fall U.S. elec-
tion, to scrap the Keystone XL approval granted 
by Trump.

However, Monday’s Supreme Court ruling 
bodes well for other embattled projects like Moun-
tain Valley Pipeline, which is designed to move 

http://www.naturalgasintel.com
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gas from the Marcellus and Utica shales. MVP received its Federal 
Energy Regulatory Commission certificate in late 2017 and started 
construction soon after.

ClearView Energy Partners LLC analysts continue to believe 
the project could enter into service in early 2021 as planned, due to 
the progress made on its permits and construction before the U.S. 
Fish & Wildlife Service suspended its Endangered Species Act (ESA) 
permits for revision to stave off a court case.

“If environmental groups attempt to challenge a reissued 
NWP 12 permit on the basis that the Corps failed to do the 
programmatic review, we believe that argument is likely to fail, 
because the ESA review that has just been supplemented would 
appear to provide the ‘project level’ review on endangered spe-
cies impacts that Judge Morris found Keystone XL’s authoriza-
tion lacking.”

However, the ClearView team was not as optimistic regard-
ing the Dakota Access pipeline (DAPL), which was ordered to be 
temporarily shut down and emptied while the Corps completes an 
environmental impact statement.

On Tuesday, U.S. District Judge James Boasberg of the District 
of Columbia denied a request by DAPL for a provisional stay of his 
order pending the preparation of the pipeline’s appeal to the U.S. 
Court of Appeals for the D.C. Circuit. The Native American Tribes 
led by the Standing Rock Sioux opposed Dakota DAPL’s request, 

court filings show.
In its request, DAPL argued that it is impossible to shut 

the pipeline down in the 30 days directed in the judge’s order, 
specifically noting that nitrogen purging alone would require 
90 days while the pipeline is still operating. While Boasberg 
declined to preemptively stay his order, he said that DAPL can 
proceed with a conventional motion for stay once the appeal 
is docketed at the D.C. Circuit, which could occur as early as 
Wednesday. Boasberg would then set a briefing schedule for the 
motion at that time.

“It might take a few weeks for Judge Boasberg to act on the 
stay request, while the countdown on the 30-day shutdown order 
continues,” said ClearView analysts. “Judge Boasberg directed that 
the pipeline be emptied’ by August 5.”

Nevertheless, the ClearView team said Boasberg “might 
be more likely than not” to deny a stay pending review of his 
vacatur order, and believe it is more likely that DAPL and the 
Corps would need to try and secure one from the D.C. Circuit. 
The Corps and Keystone XL undertook a similar process in the 
NWP 12 ruling at the Montana District Court and a subsequent 
appeal to the Ninth Circuit.

“Those motions followed a schedule offered by the Corps and 
TC Energy, but were not constrained by a 30-day window such as 
that which Dakota Access faces,” ClearView said. n
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