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ConocoPhillips Strikes $9.7B Deal to Buy
Concho, Create Permian Behemoth
ConocoPhillips on Monday announced it is taking
over Concho Resources Inc. for $9.7 billion in stock,
forming a giant in the Permian Basin that would rival the
output of the biggest players in the nation’s most productive oilfield.
Concho, a Permian pure-play, is the fifth-largest
producer by volume in the massive field. The combination marks the largest Lower 48 industry acquisition announced since the pandemic arrived in the United States
in March. The deal would elevate ConocoPhillips into a
small pool of dominant players in the Permian, joining
leaders such as Occidental Petroleum Corp. and …cont' pg. 2
BAKKEN SHALE

North Dakota Sees Oil, Natural Gas
Production Climb in August
North Dakota oil and natural gas production shot up
in August along with gas capture volumes, but the production surge is expected to fall back and continue declining
by the end of the year.
Oil production in August topped 36 million bbl (1.16
million b/d), compared with 32.3 million bbl (1.04 million
b/d) in July. Gas production climbed to 81.5 Bcf (2.62
Bcf/d), compared with 71.3 Bcf (2.30 Bcf/d) in July.
Globally, the pandemic and its widespread destruction of energy demand continue to affect oil patch operations, erasing the significance of rig counts and elevating
the importance of well completion statistics, according
to Department of Mineral Resources director …cont' pg. 6

Trade Date: Oct 19; Flow Date(s): Oct 20
Basin/Region
Gulf Coast
Barnett
Eagle Ford
Haynesville - E. TX
Haynesville - N. LA
Permian1
Tuscaloosa Marine Shale
Midcontinent
Arkoma - Woodford
Cana - Woodford
Fayetteville
Granite Wash*
Northeast
Marcellus - NE PA2
Marcellus - NE PA: Other3
Marcellus - NE PA: Tenn4
Marcellus - SW PA/WV
Utica5
Rocky Mountains / West
Bakken
Green River Basin*
Niobrara-DJ6
Piceance Basin*
Uinta Basin*
San Juan Basin*

Range

Avg

Chg

Vol

Deals

2.130-2.300 2.260
2.650-2.850 2.685
2.150-2.370 2.280
2.300-2.360 2.315
-0.750-2.100 -0.245
2.300-2.360 2.340

0.175
0.270
0.205
0.255
0.050
0.200

198
348
1,807
162
668
424

38
57
290
36
144
68

2.100-2.280
2.400-2.550
2.290-2.300
2.010-2.360

2.200
2.470
2.295
2.295

0.160
0.445
0.245
0.235

188
64
126
857

32
13
30
162

0.980-1.230
1.130-1.230
0.980-1.050
0.750-2.070
1.030-2.300

1.090
1.180
1.000
1.115
1.620

-0.120
-0.080
-0.145
-0.085
0.070

584
295
289
2,458
398

127
78
49
439
101

2.370-2.370
2.300-2.420
2.250-2.325
2.250-2.300
2.240-2.250
2.150-2.300

2.370
2.365
2.295
2.280
2.245
2.220

-0.230
0.240
0.205
0.150
0.165

10
480
339
421
62
318

1
91
64
68
14
55

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. Volumes
may not total due to rounding. For more information, please see NGI’s Shale Price Methodology.

PIPELINES

Enbridge Line 3 Permit Upheld; Construction to Start by Year’s End
A favorable environmental verdict has enabled $2.6
billion in construction to start this year on a contested
340-mile leg of a Canadian oil export pipe replacement
project across Minnesota, according to Enbridge Inc.
“Enbridge continues to work with permitting agencies
for the timely issuance of remaining permits in order for
NATGASINTEL.COM  |  

construction to start before year-end 2020,” the Calgarybased firm said in a statement after Administrative Law
Judge James LaFave upheld a water permit late Friday
that the Minnesota Pollution Control Agency has drafted
for its Line 3 improvement program.
…cont' pg. 7
“Based on field survey data collected
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Leading Utica Producer Gulfport in Restructuring Talks with Lenders
Gulfport Energy Corp. revealed
in a regulatory filing on Friday that
it’s having discussions with its lenders about filing for bankruptcy.
The company has entered a 30day grace period to defer making an
interest payment that was due Thursday on its 6% senior unsecured notes
due 2024. It took the grace period
“while it continues ongoing constructive discussions with its lenders and
certain other stakeholders regarding
a potential comprehensive financial
restructuring to strengthen the company’s balance sheet and financial
position,” according to an 8-K filed
with the U.S. Securities and Exchange Commission.
Gulfport has also entered into a forbearance agreement with parties to its credit agreement in which they’ve
agreed to waive any action they could take against the
company related to delaying the interest payment. The
company’s borrowing base was also cut from $700 million to $580 million.
Notice of the restructuring talks comes after Gulfport
received notice from Nasdaq last month that its stock
could be delisted from the exchange because it closed
below $1.00/share for 30 consecutive business days. The
company’s stock has traded at a 52-week low of 29 cents/
share. Gulfport has six months to regain compliance.
Gulfport, which operates in the Appalachian

Basin and South Central Oklahoma Oil Province, aka the
SCOOP, has struggled with low commodity prices, particularly those for natural gas. The company produces the
bulk of its volumes from the gassy Utica Shale in Ohio,
where it’s a leading producer with more than 200,000 net
acres. It produced 1.03 Bcfe/d in the second quarter, 91%
of which was natural gas.
The company has shut in production, cut spending
and sold noncore assets in recent years to help reduce
debt, which stood at $2.3 billion at the end of the second
quarter. During that period, Gulfport also took a $532.9
million impairment on the value of its oil and gas properties given the decline in commodity prices.

ConocoPhillips Strikes $9.7B Deal to Buy Concho, Create Permian Behemoth
Continued from Page 1

Chevron Corp. ConocoPhillips pro forma production with
Concho is estimated at more than 1.5 million boe/d.
The deal with Concho, expected to close in early
2021, would give ConocoPhillips a huge production
boost in the Permian, which stretches from West Texas to
southeastern New Mexico. Midland, TX-based Concho
produced 319,000 bbl in the second quarter, more than
six times the volumes that ConocoPhillips pumped in the
Permian.
“Opportunities to consolidate quality on the scale
of these two companies do not come along often, so we

2
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are seizing this moment to create a company to lead the
necessary transformation of our vital sector for the benefit
for all stakeholders in the future,” ConocoPhillips CEO
Ryan Lance said.
During a call with analysts, Lance said industry
consolidation “is both necessary and inevitable” to address “the lack of scale, poor returns and, increasingly,
the challenges and opportunities of environmental, social
and governance matters.”
ConocoPhillips vowed to reduce the greenhouse gas
emissions from its operations by 35-45% by …cont' pg. 3
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2030 and eliminate them by 2050.
Upon closing, Concho CEO Tim Leach plans to join
the ConocoPhillips board and leadership team as president
of Lower 48 operations.
“From our position of strength and in light of market
trends, our board of directors and management team evaluated a wide range of options and unanimously determined
that combining with ConocoPhillips is the best path forward for Concho and our shareholders,” Leach said. The
deal would create “a better capitalized company” with
“more flexibility” to adapt to the evolving shale industry.
“Scale has never been more important,” Leach added.
Houston-based ConocoPhillips weathered the
coronavirus-induced oil market collapse earlier in 2020
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’s SHALE DAILY

TM

better than many, slowing investments and generating
consistent cash flow. It emerged from the depths of the
downturn this summer with $7.2 billion in cash. While
touting a posture of disciplined spending to investors,
Lance also signaled that the independent would seek to
capitalize on the oil slump with a Lower 48 acquisition
that would drive growth at a time when organic expansion
is difficult to generate.
The company’s 2Q2020 production was down 24%
in response to the pandemic’s demand destruction. Executives also warned they expect to report another doubledigit drop for the third quarter.
The acquisition of Concho would substantially
increase ConocoPhillips’ net acreage in the …cont' pg. 4
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Permian to 700,000 net acres from about 170,000.
“The quadrupling of Permian acreage is the deal’s
essence,” Raymond James & Associates Inc. analyst Pavel
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Molchanov said.
The deal also presents substantial cost-savings potential. ConocoPhillips expects to take out $100 million
in annual direct costs from senior staff and
corporate expenses, $250 million in global
exploration costs and another $150 million
at the business unit level. In total, the company projects $500 million in net cash flow
improvement. Management expects to fully
realize the cost savings by 2022.
Many Lower 48 producers entered the
latest downturn carrying heavy debt loads
that quickly became difficult to service when
oil prices tanked last spring. Production
plummeted as a result. Following months
of cost-cutting, production in the U.S. oil
patch has dropped from nearly 13 million b/d
before the pandemic to about 11 million b/d.
This hastened consolidation talks in the
sector, analysts said, and Concho was high
on most industry observers’ lists of potential
take-out targets given its heft in …cont' pg. 5

Source: Tallgrass Energy LP, NGI calculations. For more info and daily 10am ET updates of this chart, go to natgasintel.com/rextracker.
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the Permian.
“The combination is remarkable,” said Wood
Mackenzie’s Robert Clarke, vice president of Lower 48
upstream. ConocoPhillips “is adding enough Permian
production to nip at the heels of ExxonMobil’s massive
program. We like the distinctives each firm brings too.
Concho has a history of acquisitions in the region and
brings a considerable amount of incumbent Permian
knowledge.”
ConocoPhillips “has proven itself as a leader in shale
technology…The combination bodes well for the Permian’s longer-term outlook.”
“The combined equity will continue to provide a
solid investment opportunity to
own crude leverage when the
environment improves,” Tudor,
Pickering, Holt & Co. analysts
said.
Under the terms of the
merger, Concho investors would
trade each existing share for
1.46 ConocoPhillips share, a
15% premium over the closing
price on Oct. 13, when news of a
pending deal was first reported.
ConocoPhillips has suspended
share repurchases until the
transaction closes.
The transaction is subject
to the approval of shareholders
and regulators.
The deal continues a recent
trend of low premium deals,
including Chevron Corp.’s purchase of Noble Energy Inc. and
the Devon Energy Inc. takeover
of WPX Energy Inc. The two
deals gave the buyers substantially more Permian power.
Halliburton Co. CEO Jeff
Miller, during a 3Q2020 earnings conference call on Monday,
was asked about the spate of
consolidation. “I think it’s what
you see when market efficiency
starts to come into play,” he
said. “There’s just a lot of costs
associated with operating all
NATGASINTEL.COM  |  
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these different companies. And so, I suspect at some level
there’s the opportunity to better leverage and make more
cash flow by bigger operators.”
The companies being acquired are not capturing their
previous values as the stock prices are depressed, “but
nevertheless the…long-term outlook and the importance
of that production is still very relevant,” he said. “And
so, in the discussions, I think that’s more of what I hear,
is around how to be more efficient. Obviously, this is one
way to be more efficient.”
ConocoPhillips said after its deal with Concho closes,
it would hold about 23 billion boe resources with an average cost of supply below $30/bbl West Texas Intermediate
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crude. The combined company is forecast to have
an enterprise value of $60
billion.
Of the 1.5 million boe/d
of proforma production, 50%
would come from the Lower
48 and another 15% from
Alaska. About 17% would
come from ConocoPhillips’
Asia Pacific business and
14% from its operations
across Europe, Middle East
and North Africa. Canada
would account for the rest.
ConocoPhillips is also a major natural gas marketer. It
ranked No. 5 in NGI’s
2Q2020 ranking of top marketers in North America.
North Dakota Sees Oil, Natural Gas Production Climb in August
Continued from Page 1

Lynn Helms. He discussed the outlook during a webinar
last Friday as oil prices in the state averaged $31.75/bbl.
“The prices we have are not supportive of well
completions, which we really need to drive this thing,”
he said. “They are supportive of return-to-production, but
now we have less than 100,000 b/d shut in, so we have
just about tapped out the return to production increases we
are going to see. We don’t have the drill-and-completion
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numbers that will drive production higher.”
All segments of the Bakken Shale in North Dakota
are expected to meet the Nov. 1 deadline for reaching or
exceeding the state-mandated gas capture goal of 91%.
In August, the overall mark was 92%.
“These were great numbers on gas capture,” he said,
“solid across-the-board with even the Fort Berthold Indian
Reservation exceeding the statewide goal” to reach 80%,
Helms said. “There is no place in North
Dakota that isn’t capturing at least 91%.”
Pipeline Authority director Justin
Kringstad said the steady downturn in
the number of well completions freed
up oilfield workers to complete more
gathering pipeline infrastructure. From
May through August, shut-in wells declined by about two-thirds from a peak
of 6,700 to 2,700.
After 96 completions collectively
in June and July, preliminary tabulations
found only 19 in August. Wells waiting
for completion stayed flat — 878 in July
and 846 in August.
“For the last few months, …cont' pg. 7
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the midstream industry has been connecting more new
wells to gas gathering and processing facilities than the
number of new producing wells, so they have been able
to catch up on wells that have previously not been connected,” Kringstad said. “That is why we have seen the
amount of gas flaring shrink from unconnected facilities.”
Citing other national statistics, Kringstad said North
Dakota should be in a good position in the next year in
terms of having adequate gas processing in the region.
Longer term, if gas production shoots upward, more infrastructure will need to be built.
Helms also reported that a major industry-state effort,
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Bakken Restart, to deal with idle and abandoned wells
and provide jobs for idle oilfield workers was slow getting started and thus, the multimillion-dollar effort using
federal CARES Act (coronavirus relief) funds will have
$16.9 million of unspent funds when the program has to
stop with the onset of winter in December.
North Dakota is trying to get the federal Covid-19
relief funds re-purposed to fund up to five new hydraulic
fracturing crews next year to create more jobs in this down
time and help boost Bakken production. “Unless that happens, starting in November we’ll see production start to
drop,” Helms said.

Enbridge Line 3 Permit Upheld; Construction to Start by Year’s End
Continued from Page 1

over six years and 120,000 hours in the field, the Line
3 replacement project was designed and will be built to
minimize impacts to wetlands and water bodies,” Enbridge
management said.
LaFave ruled that the project’s foes including Friends
of the Headwaters, Sierra Club, Honor the Earth, and the
White Earth and Red Lake Ojibwe bands, failed to prove

NATGASINTEL.COM  |  

their claims that Line 3 threatens permanent harm to Minnesota streams, rivers and lakes.
All other legs of the total $9 billion, 1,031-mile pipe
replacement project have been completed in Canada,
North Dakota and Wisconsin.
Canadian shippers, led by the country’s top natural
gas user, Alberta thermal oilsands production, …cont' pg. 8
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are forecast to gain 370,000 b/d of export capacity because
the new pipe would enable the 52-year-old Line 3 to increase operating pressure.
Political opposition to the project continues in Minnesota. Gov. Tim Walz, a Democrat, in August directed
the state commerce department to challenge in the Minnesota Court of Appeals against Line 3’s approval by the
Minnesota Public Utilities Commission. A ruling is
awaited on whether the court will hear the department’s
appeal.
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