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Ovintiv Moves to Streamline Costs,
Debt by Focusing on Anadarko,
Montney and Permian
Denver-based Ovintiv Inc. streamlined the business
during 1Q2021 to focus only on the Anadarko, Montney
and Permian basins as it eyes slashing debt to appease
restless investors.
With long-held but neglected shale properties in
Canada’s Duvernay and the South Texas Eagle Ford sold
off, the independent has accelerated a $4.5 billion total
debt target timeline to the first half of 2022, CEO Doug
Suttles said during the quarterly conference call.
Under pressure from activist investors to improve
financial and environmental performance, the …cont' pg. 3
APPALACHIAN BASIN

Cabot, Southwestern Remain Disciplined
in 1Q, Despite Jump in Prices
Appalachian heavyweights Cabot Oil & Gas Corp.
and Southwestern Energy Co. stayed in maintenance mode
during the first quarter of 2021, keeping production flat
and delivering free cash flow (FCF) in line with plans for
the period.
Both companies reported an increase in average realized prices during the quarter, but that didn’t prompt them
to change course as Appalachian operators have scaled
back in recent years amid volatile commodity prices and
calls for better returns from investors.
Cabot produced 2.29 Bcfe/d during the quarter, all
of it natural gas produced solely in Susquehanna County,
PA. That was down slightly from 2.36 Bcfe/d …cont' pg. 6

Trade Date: May 03; Flow Date(s): May 04
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

2.750-2.750
2.865-3.010
2.715-2.820
2.700-2.820
2.500-2.620
2.860-2.985

2.750
2.940
2.745
2.780
2.555
2.945

0.075
-0.020
0.065
0.170
-0.030
0.155

1
242
623
167
1,053
231

2
48
100
40
171
44

2.665-2.680
2.650-2.700
2.730-2.750
2.600-2.695

2.670
2.675
2.745
2.665

0.075
0.130
0.105
0.110

35
49
91
234

12
10
18
54

1.300-1.550
1.350-1.550
1.300-1.540
2.190-2.550
2.245-2.830

1.450
1.475
1.425
2.335
2.565

0.385
0.300
0.485
0.305
0.365

455
246
209
2,255
595

110
60
50
375
101

2.360-2.360
2.750-2.800
2.650-2.690
2.650-2.670
2.670-2.670
2.540-2.645

2.360
2.780
2.675
2.660
2.670
2.575

-0.110
0.030
0.120
0.060
0.060
-0.045

20
489
399
343
20
332

1
97
68
54
4
62

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.

OUTLOOK

‘All Signs’ Point to Modest Lower 48 Oil, Gas Recovery, Says RPC Chief
Atlanta-based oilfield specialist RPC Inc. saw its
revenue climb in the first quarter from a year ago across
all of its major service lines as oil prices increased and
customers opened their wallets.
CEO Richard A. Hubbell, in discussing the operator’s
first-quarter performance, said RPC saw the environment
NATGASINTEL.COM  |  

improve as exploration and production (E&P) customers
initiated their annual drilling and completion plans. Equipment and crew utilization rates are climbing too.
“We are encouraged by how 2021 has started,”
Hubbell told analysts during the conference call. “Activity levels and pricing have largely tracked our …cont' pg. 7
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PERMIAN BASIN

Piñon Midstream Building 85 MMcf/d Sour Gas Treatment,
Carbon Capture Facility in Permian Delaware
Piñon Midstream LLC has
begun construction of a sour
gas treating and carbon capture
facility in Lea County, NM, that
when completed in July would
have capacity to treat about
85 MMcf/d of Permian Basin
natural gas.
The plant, dubbed the Dark
Horse Facility, would treat
gas produced in the Permian’s
Delaware sub-basin. The project is anchored by “a substantial
long-term dedication” from
Ameredev II LLC, a privately
held independent exploration
and production company active
in the area.
Founded in December, Piñon aims “to provide a longterm, economic and environmentally responsible solution
to the pervasive sour gas problem that has constrained
development in the northeastern Delaware Basin,” the
company said.
The project includes a centralized amine treating
facility, an 18,000-foot-deep acid gas sequestration well
called Independence AGI #1, and 30,000 hp of compression, Piñon said.
The treatment capacity is expandable by up to 400
MMcf/d of sour gas, Piñon said. The project is designed
to gather and treat natural gas containing any concentration of hydrogen sulfide (H2S) and carbon dioxide (CO2),
then deliver treated sweet gas to third-party gas processing plants.
“Our goal is to provide the most creative and costeffective sour gas solution for the Delaware Basin,” said
President Steven Green, who co-founded the company. In
addition to sequestering H2S and CO2, the project “also
substantially reduces flaring and greenhouse gas emissions
in southeast New Mexico.”
The Independence AGI #1 sequestration well is New
Mexico’s deepest and largest acid gas injection well, said
chief commercial officer Justin Bennet. “It has the ability
to permanently sequester up to 175,000 tons of CO2 and
75,000 tons of H2S annually,” he said. “That capacity will
double next year when we drill Independence AGI #2.

2
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“The Piñon H2S and carbon capture solution opens
the way for our customers to make meaningful enhancements to their [environmental, social and governance]
programs, which is a fundamental component of our
business.”
Green and Bennet founded Piñon Midstream in partnership with Black Bay Energy Capital.
Black Bay managing partner Michael LeBourgeois
said the Piñon leadership team has “deep technical and
commercial experience,” having safely developed and
operated numerous gas treatment plants. “We are very
familiar with the growing sour gas issues in the Permian
Basin and believe that Piñon is well-positioned to provide
an economical and environmentally friendly solution to
the region.”
In related news, Permian heavyweight Occidental
Petroleum Corp., aka Oxy, is developing a 1 million metric
tons/year direct air capture facility in West Texas designed
to extract CO2 directly from the atmosphere.
ExxonMobil announced last month it is seeking
industry and government support to develop a $100 billion project along the Houston Ship Channel to capture
and sequester emissions from refining and petrochemical
plants on the Gulf Coast.
The Biden administration, for its part, is aiming to
accelerate the deployment of carbon capture solutions
through congressional approval of the $2.25 …cont' pg. 3
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trillion American Jobs Plan. The infrastructure bill would
reform and expand the Section 45Q tax credit, “making
it easier to use for hard-to-decarbonize industrial applications, direct air capture and retrofits of existing power
plants.”
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The United States’ updated commitments to the
United Nations Framework Convention on Climate
Change also lay out plans to expand carbon capture in the
electricity and industrial sectors.

Ovintiv Moves to Streamline Costs, Debt by Focusing on Anadarko, Montney and Permian
Continued from Page 1

Eagle Ford assets were sold for $880 million and the Duvernay properties were dropped for $263 million.
“We are focused on generating free cash flow and
delivering quality returns,” Suttles told investors. “Our
priorities today are clear: reduce debt, maintain scale,
drive efficiencies and return cash to shareholders.
“Our progress is evident across the business but highlighted by the fact we’ve reduced total debt by almost $1
billion in the last three quarters. 2021 is expected to be
our fourth consecutive year of free cash flow generation.”
There was a glitch with Winter Storm Uri, which
disrupted operations in the Lower 48 during February.
However, “our operating team kept production online

longer and brought it back sooner than many of our peers.
In addition, our multi-basin portfolio minimized impacts.”
Total debt now is forecast to be under $5 billion by
the end of 2021, assuming $50/bbl West Texas Intermediate oil and $2.75/Mcf New York Mercantile Exchange
natural gas prices, Suttles said.
Rising Natural Gas Prices

Ovintiv fetched an average realized natural gas price
of $3.10 in 1Q2021, versus $1.97 in 1Q2020. Realized oil
prices were down slightly at $47.44 from $48.99. Natural
gas liquids prices climbed year/year to average $50.65/
bbl from $46.80.
The overall better pricing complemented a …cont' pg. 4

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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reduction in total operating expenses, which fell to $1.64
billion from $1.88 billion.
COO Greg Givens told analysts the “recovery in the
global economy has led to increased demand for fuel, as
well as other raw materials. And as a result, we did see
modest cost inflation during the quarter on commodities
like diesel and steel.”
However, Ovintiv’s centralized supply chain management team “anticipated these cost increases. Their
efforts in procurement and contracting, along with
operational efficiencies in the field, allowed us to fully
mitigate the impact of cost inflation during the quarter.”
The year-to-date costs in the
Anadarko, Montney and Permian “were either in line with or
below our full-year targets,”
Givens said. “These costs are
roughly 12% lower compared
to 2020. Despite continued
pressure on select items, we
fully expect to meet or beat our
capital guidance of $1.5 billion
for the year.”
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The STACK team also achieved a record operational
quarter using Simul-Fracs, with a nine-day average spudto-rig release time and a 6.2-day pacesetter well.
In another area of the Anadarko, the South Central
Oklahoma Oil Province, aka SCOOP, “we brought on
five Springer wells in the quarter with average D&C cost
of $5.2 million per well with oil performance exceeding
type-curve expectations,” Givens said.
Meanwhile, Montney D&C costs averaged $380/foot,
or 16% below the 2020 program average. About 80% of
the Montney wells were completed using Simul-Frac
technology, Givens said. “Today we are not …cont' pg. 5

D&C Outperformance

What provided Ovintiv
with a solid performance was
its ability to slash costs and time
in the drilling and completions
(D&C) programs. Ovintiv has
stepped up the use of simulated
fracturing completions, aka
Simul-Fracs, which allow two
wells to be fractured at the same
time using a single spread.
For example, a pacesetter well in the Permian using
Simul-Fracs was finished in
under seven days for spud-torig release time, Givens noted.
In Oklahoma, D&C costs in the
STACK, aka the Sooner Trend
of the Anadarko basin mostly in
Canadian and Kingfisher counties, averaged $440/foot. Costs
in the STACK were around 4%
lower than full-year 2021 guidance and down 8% from 2020.
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only developing our acreage with longer laterals, but we
are doing so in a significantly shorter amount of time.”
Production overall averaged 538,000 boe/d, down
from a year ago in part on asset sales. Ovintiv produced
571,000 boe/d in 1Q2020.
Anadarko output averaged 126,000 boe/d, 63%
liquids. Two rigs on average were used in the first three
months. Fourteen net wells were drilled and seven net
wells turned in line (TIL).
In the Montney, production averaged 231,000 boe/d
(24% liquids). The company averaged four gross rigs,
drilled 26 net wells and had 18 net wells TIL.
Permian production averaged 101,000 boe/d, 82%
liquids. Three rigs were used on average, with 22 net wells
drilled and 24 wells (TIL).
Ovintiv also has some assets in the Bakken Shale,
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where two net wells were drilled that
are expected to be TIL before the end
of June.
A West Texas wet sand facility in
Howard County also started up in the
first quarter, and it has proved to be a
positive for the Permian operations.
“With this mine, our world-class
supply chain management and operations teams have secured a low-cost
and low-risk source of sand in the
Permian without using our capital,”
Givens said. “We have exclusive
rights to the mine, which is expected
to supply sand to about two-thirds
of our Permian operations. This will
reduce our exposure to inflationary
pressures and lower our completion
costs.”
Ovintiv can source sand from
the mine at under 2 cents/per pound,

he noted.
“That translates to roughly $100,000 of savings per
well in the Permian. There are also significant environmental and logistical advantages. We expect the mine
will reduce our annual truck mileage in Howard County
by about 80%.” In addition, the mine should reduce carbon dioxide emissions “by about 200 tons per well. We
are continually pursuing efficiency initiatives like this
throughout our operations.”
President Brendan McCracken shared how the company works to “unleash innovation and technology” to
improve efficiencies. “Our supply chain management team
is harnessing data analytics and machine learning. This
approach streamlines our back-office work, but it also
gives our team direct visibility into pricing for comparable
products and services across our portfolio, allowing our
team to drive down costs.”
Meanwhile, the D&C teams are updating designs in
real time using proprietary mobile applications to access
and visualize live data.
“This translates to fewer days on location and more
effective completions, driving lower cost and better wells.
And our production operations teams are using cloudbased technology to optimize chemical pump rates and
gas lift compression.” Each innovation “plays a role and
in combination, they add up to meaningful value.”
…cont' pg. 6
Ovintiv is targeting a 33% methane
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intensity reduction by 2025. The target is linked to the
compensation for all employees. Flared and vented gas
was less than 0.40% of total sales volumes during the first
quarter, down from 0.5% in the 4Q2020.
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Net earnings were $309 million ($1.19/share) in
1Q2021, versus year-ago profits of $421 million ($1.62).
Revenue fell to $1.84 billion from $2.64 billion.

Cabot, Southwestern Remain Disciplined in 1Q, Despite Jump in Prices
Continued from Page 1

in 1Q2020. But the company had guided for a drop during the period given a decrease in operating activity and
capital spending during the second half of 2020.
Cabot’s full-year guidance remains unchanged at
2.23-2.28 Bcfe/d, but CEO Dan Dinges said production
wouldn’t begin ramping up until later this year.
“Our production guidance for the second quarter
implies a slight sequential decline relative to the first
quarter, which is a result of lower activity levels and
capital spending during the winter season,” Dinges said.
“Activity levels are expected to increase in the second
and third quarters, resulting in sequential growth during

6
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the second half of the year, primarily during the fourth
quarter in anticipation of higher natural gas prices and the
in-service of the Leidy South expansion project.”
[Is it important for your business to know what is
happening in the North American natural gas market?
NGI’s All News Access will make your job much easier
— find out more here.]
Transcontinental Gas Pipe Line LLC’s Leidy South
would carry about 600 MMcf/d from Pennsylvania to
Atlantic Seaboard markets. Partial capacity on the system
was brought online late last year.
Dinges said the company expects some “near-term
pressure on local basis differentials during shoulder
months and as pipeline maintenance programs kick in.”
But Cabot expects natural gas prices to continue firming this year. Winter demand drove strong gains in the
company’s average realized natural gas price, which was
$2.31/Mcf during the first quarter, up 34% from the same
time last year.
The steady quarter helped Cabot generate $137.6
million of FCF, a more than 175% increase from the
year-ago period. The company has generated FCF in 17
of the last 20 quarters.
The company reported net income of $126.4 million
(32 cents/share), compared to a profit of $53.9 million
(14 cents) in 1Q2020.
Southwestern has similar plans for 2021, announcing
guidance late last year to keep 4Q2021 production flat
with 4Q2020 levels, including the assets it took in the
acquisition of Appalachian pure-play Montage Resources
Corp. that was completed last November.
The company had a stronger start to the year, though,
reporting 269 Bcfe of production, which consisted of 79%
natural gas, 17% natural gas liquids and 4% oil. That’s
up from 201 Bcfe in the year-ago period. The company’s
Southwest Appalachia division accounted for 151 Bcfe of
1Q2021 volumes, while its Northeast Appalachia division,
where volumes are drier, produced 118 Bcf.
“The Company’s returns-driven strategy is under…cont' pg. 7
pinned by a lower cost structure, improving
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operational performance, a strong balance sheet, the
generation of free cash flow and capturing the benefits
of scale, all while operating safely and responsibly,” said
CEO Bill Way.”
Southwestern in the first quarter drilled its first
Utica Shale well in Ohio after entering the state with the
Montage acquisition. COO Clay Carrell said the well is
currently being completed and is expected to come online
this quarter. The company has 12-15 Utica wells planned
for this year, Carrell said, adding that “we get the incremental benefit from that program of now consistently
drilling Utica wells and all the learning that’s going to
come from that.”
Southwestern generated $88 million in FCF, delivering on a plan to prioritize the metric this year, and
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beating 4Q2020 FCF of $55 million. Way attributed first
quarter FCF to the company’s increased scale from the
Montage acquisition and improving performance across
the company.
The cash gain came despite losses associated with
settled NGL and oil hedges of $22 million after prices for
the commodities increased. Like other operators, however,
Southwestern’s average realized prices increased to $2.62/
Mcfe in the first quarter, up from $1.69 in the year-ago
period.
Southwestern reported first quarter net income of $80
million (12 cents), compared to a net loss of $1.5 billion
in the year-ago period that was primarily related to a steep
impairment on its oil and gas properties.

‘All Signs’ Point to Modest Lower 48 Oil, Gas Recovery, Says RPC Chief
Continued from Page 1

expectations coming into the year, and all signs point to a
continued modest recovery as the year progresses.”
There are no plans for now, though, to add incremental capacity “until we have greater confidence that
economic returns will justify the investment.”
Talking Up ESG

Environmental, social and governance (ESG) “has
continued to grow as a topic of interest among many of
our customers,” Hubbell noted. “RPC aspires to be an
environmentally friendly company, we are adapting our
operations to reduce emissions wherever possible.”
Among other things, RPC is in the final stages of
upgrading another fleet to dual-fuel capability. When that
is completed, two-thirds of its deployed fracture capacity
“will be ESG friendly…
“However, for RPC and most of our competitors, the
easy conversions are largely done. Further ESG adaptation
requires economics to improve before additional capital
investments make financial sense. While economics
are not currently supportive of adding that capacity, the
continued transition to ESG-friendly equipment is more
likely to come from the replacement of older equipment
than growth capital expenditures.”
One hitch during 1Q2021, likely to be noted by many
Lower 48 operators in the 1Q2021 results, related to the
“extreme winter weather in February in many of our
markets, particularly the Permian Basin,” Hubbell said.
The February freeze “hurt profitability because of
weather-related expenses and inefficiencies arising from
NATGASINTEL.COM  |  

a two-week long operational disruption.”
Meanwhile, the second quarter may see industry
activity mirror the first three months, adjusted for the
weather impacts, he told analysts.
“Although drilling and completion activities have
improved, supported by higher oil prices and customer
spending, the oilfield services industry is still faced with
overcapacity. We believe pricing for our services will
continue to be intensely competitive, and financial returns do not presently support significant growth capital
expenditures.”
Encouraging Price Outlook

The world is “fortunately…coming to terms with the
Covid-19 pandemic, and hydrocarbon demand is slowly
but surely recovering,” he said. This has led to a reduction in oil inventory to near its five-year average,” aided
by actions taken by the Organization of the Petroleum
Exporting Countries and its allies.
“As a result, the outlook for the oil and gas prices
is encouraging, which should support modest growth in
industrial activities.”
[NGI’s natural gas price indexes have included
trade data from both price reporters and the Intercontinental Exchange (ICE) since 2008. Find out more about
our price index data here.]
RPC manages two operating segments. Technical
Services includes businesses that use people and equipment to perform completion, production and maintenance

SHALE DAILY  |   © COPYRIGHT INTELLIGENCE PRESS 2021   |  FOR A FREE TRIAL VISIT NATGASINTEL.COM

…cont' pg. 8

7

Tuesday, May 4, 2021
activities for E&Ps. Support Services provides equipment
for E&P use and services to assist in operations.
Technical Services revenue in 1Q2021 decreased
year/year by 24.2% from “significantly lower activity
and pricing,” management said. However, on a sequential
basis, revenue rose by about the same amount, 24.2%,
from increased activity levels in most of the service lines.
Support Services revenue decreased by 38% year/year,
but it was up 3.2% sequentially.
Overall revenue fell 25% from 1Q2020 to $182.6
million.
CFO Ben Palmer said cost of revenues during 1Q2021
was $146.2 million, or 80.1% of revenues, compared with
$181.9 million or 74.6% during 1Q2020.
“Cost of revenues declined primarily due to decreases
in expenses, consistent with lower activity levels and
RPC’s cost reduction initiatives,” Palmer said on the
conference call.
“During the first quarter of 2021, RPC operated five
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horizontal pressure pumping fleets, the same as in the
fourth quarter, but with improved utilization. Due to high
utilization of these existing fleets we recently added one
additional horizontal fleet to meet expected incremental
demand.”
Capital expenditures were $11.8 million in 1Q2021.
The current estimate for the year is $55 million, “comprised primarily of capitalized maintenance of our existing
equipment and selected growth opportunity,” Palmer said.
Cost of revenue in 1Q2021 was $146.2 million, or
80.1%, compared with $181.9 million, or 74.6% a year
earlier. Cost of revenue declined primarily from lower
expenses, consistent with lower activity levels, and ongoing cost reduction initiatives.
Net losses in 1Q2021 totaled $9.7 million (minus 5
cents/share) compared with a loss in 1Q2020 of $160.4
million (minus 76 cents). Operating losses were $10.5
million, versus a year-ago loss of nearly $219 million.

Shale Daily is published daily, each business day by Intelligence Press, Inc. (703) 318-8848.
For breaking natural gas and shale news and more detailed pricing data, please visit us at: naturalgasintel.com
For a listing of all our premium newsletters and data services, please visit: naturalgasintel.com/premiumservices

NGI's Shale Daily™

Executive Publisher: Dexter Steis (dexter.steis@natgasintel.com). Editor-In-Chief: Alex Steis (alex.steis@natgasintel.com).
Managing Editor: Carolyn L. Davis (carolyn.davis@natgasintel.com). Analysts/ Price Editors: Patrick Rau, CFA (pat.rau@natgasintel.com), Nathan
Harrison (nathan.harrison@natgasintel.com), Josiah Clinedinst (josiah.clinedinst@natgasintel.com). Price & Markets Editor: Leticia Gonzales
(leticia.gonzales@natgasintel.com). Senior Editor – LNG: Jamison Cocklin (jamison.cocklin@natgasintel.com). Senior Editor – Mexico and Latin
America: Christopher Lenton (christopher.lenton@natgasintel.com). Associate Editor – Markets: Kevin Dobbs (kevin.dobbs@natgasintel.com).
Associate Editor: Andrew Baker (andrew.baker@natgasintel.com). Associate Editor – LNG: Caroline Evans (caroline.evans@naturalgasintel.com).
Markets Contributor: Jeremiah Shelor (jeremiah.shelor@natgasintel.com). Correspondents: Richard Nemec (rich.nemec@natgasintel.
com), Gordon Jaremko (gordon.jaremko@natgasintel.com), Ronald Buchanan (ronald.buchanan@natgasintel.com), Eduardo Prud'homme
(eduardo.prudhomme@natgasintel.com), Adam Williams (adam.williams@natgasintel.com).

Tuesday, May 4, 2021
Vol. 11, No. 146

Contact us: EDITORIAL: editorial@natgasintel.com; PRICING: prices@natgasintel.com; SUPPORT/SALES: info@natgasintel.com;
ADVERTISE: adv@natgasintel.com.

ISSN 2158-8023 (print)

Intelligence Press, Inc. © Copyright 2021. Contents may not be reproduced, stored in a retrieval system, accessed by computer, or transmitted by any
means without a site license or prior written permission of the publisher.
DISCLAIMERS, LIMITATION OF WARRANTY AND LIABILITY: The Information contained in this newsletter (our Content) is intended as a professional reference

tool. You are responsible for using professional judgment and for confirming and interpreting the data reported in our Content before using or relying on
such information. OUR CONTENT IS PROVIDED "AS IS" AND WE DISCLAIM ALL WARRANTIES, EXPRESS OR IMPLIED, INCLUDING THE IMPLIED WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR YOUR PARTICULAR PURPOSE. Although we believe our Content to be complete and accurate as described therein,
we make no representations regarding completeness or accuracy. We will not be liable for any damage or loss of any kind arising out of or resulting from
access or lack of access to or use of our Content, including but not limited to your reliance on it, errors in the data it contains, and data loss or corruption,
regardless of whether such liability is based in tort, contract or otherwise. NGI’s full Subscriber Agreement is available here: naturalgasintel.com/TOS.

8

NATGASINTEL.COM  |  

SHALE DAILY  |   © COPYRIGHT INTELLIGENCE PRESS 2021   |  FOR A FREE TRIAL VISIT NATGASINTEL.COM

