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Executive Summary 

Financials 

 Whiting has reduced total debt by $1.15 billion YTD to $4.08 billion 

 As of August 12, 2016 : $849 Million exchanged for stock 

 Cash flow from operations in 2Q16 at $161 Million (Up $115 Million Since 1Q16) 

 Company outlook upgraded by Moody’s from negative to stable in July 2016 

 18% of crude oil production hedged in 2016 

Operations 

 Whiting’s 2016 average crude oil production forecasted to be 106.8 Mbbls/d 

 8.9 Mboe/d of Permian Basin production divested through asset sale 

 Cash costs per barrel declined 49% year-on-year to $8.61/bbl in the second quarter 
of 2016 

 2016 Capital Budget set at $550 Million; 76% lower year-on-year 

 30-well Bakken/Three Forks program kicking off in the back half of 2016 

Competitors & Regional Factors 

 Whiting’s well cost is highest among its peers at $6.8 MM in the Bakken/Three 
Forks region 

 Expect increased pace of asset sales in high cost Bakken/Three Forks region 
through 2016 

Source:  Company Presentation
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Financials 
Whiting Petroleum’s total debt has decreased by $1.15 billion to $4.08 billion year-to-date after the company completed a 

stock exchange and asset sale in the second quarter of 2016.  Also during the second quarter of 2016, the Producer generat-

ed $161 million in cash flow from operations; improving 70% from the first quarter of 2016.  As of 6/30/16, Whiting held 

hedges covering 18.1 Mbbls/d, encompassing 18% of expected production for the back half of the year.  Debt reduction ac-

tivities led Moody’s & Credit Suisse to upgrade Whiting’s credit ratings in July 2016.    

Debt 

 Total debt down $1.15 Billion YTD to $4.08 Billion  

 As of August 12, 2016 : $849 Million exchanged for stock + $300 Million in North Ward Estes sale in 2Q16 

 Exchanged $1.6 Billion of notes for new convertible notes 

As of 8/12/2016, Whiting Petroleum reported total debt of $4.08 billion.  Since January 2016, the Producer managed to re-

duce total debt by $1.15 billion through $849 million in stock exchanges and the closing of a $300 million asset sale.   

Whiting is also anticipating  proceeds of $721 million from an outstanding equity offering which will reduce debt to $3.78 

billion upon closing.  At the end of the second quarter of 2016 Whiting had a credit facility of $2.6 billion through September 

12, 2019.  Whiting currently has $1 billion drawn on that facility, leaving $1.6 billion in available credit through 2019.   

 

(Continued on page 3) 

Whiting Petroleum Debt Reduction Plan

Source : Whiting Company Presentation



Whiting Petroleum 

September 22, 2016

www.criterionrsch.com 
3 

 

Cash Position 
 2Q16 net cash flow from operations at $161 Million 

 Long term debt down 7% quarter-on-quarter as cash flows rise  

Whiting boosted cash flow from operations during the second quarter of 2016 to $161 million, representing a quarter-on-

quarter increase of $115 million that can be attributed to higher WTI crude oil prices.  The Company’s North Ward Estes as-

set sale in the Permian Basin added $300 million to the company’s cash position, which was then used to pay down debt.  In 

addition to the cash purchase price for those assets, the buyer will pay Whiting $100 million if the average NYMEX WTI crude 

oil futures contract price over the next 2 years exceeds $60/barrel.  However, the buyer also has an option to pay Whiting in 

the form of a secured promissory note that will accrue interest at 8% per annum with a maturity of July 29, 2022.  If the buy-

er exercises the later option, Whiting will not receive any cash payment until July 2022.  The company will receive the total 

amount with interest at the end of the five year note maturity period.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Credit Risk  

Moody’s upgraded Whiting’s corporate family rating in July 2016 to B3 from Caa2.  Moody projects a weak cash flow-based 

model as commodity prices adversely affect the company.  According to Moody’s, the company has a weak hedging portfolio 

in 2017 and currently faces heavy debt burdens.  However, the Company’s current rating is supported by its reserves and 

scalable production rates. Moody expects that lower commodity prices present a huge challenge to Whiting’s debt restruc-

turing and asset sales plan.   

On July 13, 2016, Credit Suisse also upgraded the company’s rating and sees upside for the company’s growth model.  Credit 

Suisse expects that Whiting’s efforts towards reducing its debt would have a positive effect on the markets.  Credit Suisse 

also likes the company’s extensive inventory in the core of the Bakken/Three Forks and improving type curves validate the 

upside.  The asset sale of the North Ward Estes field and potential future sales of natural gas plants provide the company 

with options to finance debt in the short-term.  Finally, Credit Suisse believes that Whiting’s recent debt for stock announce-

ment showcases company’s efforts towards deleveraging its balance sheet. 

(Continued on page 4) 
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Hedges 

 18% of total crude oil production hedged in 2016 (18.1 Mboe/d) 

 8.2 Mboe/d of total crude oil production hedged in 2017 

Whiting’s hedging portfolio is extensive through the back half of 2016.  The Company has hedged 18.1 Mboe/d in 2016 and 

8.2 Mboe/d of production in 2017.  Whiting’s crude oil hedges cover a total of 15.38 Mboe/d in the second half of 2016 

through three-way collars at an average price of $57.30/bbl.  The remaining hedges for the back half of 2016 are covered by 

collars that cover 2.75 Mboe/d at an average NYMEX crude oil price of $57.24/bbl.  

For 2017, the company has hedged 5.5 Mboe/d in three-way collars at an average NYMEX crude oil price of $43.50/bbl.  In 

addition, the company has drawn up collar contracts for 2.7 Mboe/d at an average price of $61.72/bbl.   

 

Operational Summary 
During the second quarter of 2016, Whiting produced 124.6 Mboe/d from its Bakken/Three Forks and DJ Basin acreage.   In 

the same quarter, the Company sold off Permian assets that produced 8.6 Mboe/d.  In the back half of 2016, Whiting plans 

to implement a 30-well program in the Bakken/Three Forks region that will be financed by a $50 million increase to the 

capital budget.  Whiting only has a 50% working interest in the new wells and thus will gain only half the production from 

these wells.  The Company has also lowered its cash costs per barrel by 49% year-on-year to $8.61/bbl supplemented by 

lower lease operating costs and production costs.  The Company currently has three natural gas processing plants in opera-

tions.  Whiting is planning to sell two natural gas processing plants in the Bakken region to lower its total debt.  

 

 

 

(Continued on page 5) 

Whiting Petroleum Crude Oil Hedges Through 2017

Source : Company Presentation
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Production 

 2016 production expected to average 128.1 Mboe/d, falling 21% year-on-year 

 92.8% production from Bakken/Three Forks during the second quarter of 2016, rising in the back half of 2016  

 8.9 Mboe/d of Permian Basin production divested through asset sale 

Whiting Petroleum’s second quarter 2016 production averaged 134.2 Mboe/d, falling by 9% quarter-on-quarter and down 

21% year-on-year.   Approximately 71% of the company’s production came from crude oil with 15% coming from natural 

gas.  Total crude oil production during the second quarter declined 30% year-on-year to 95.8 Mbbl/d while natural gas pro-

duction marginally increased by 2% year-on-year to  119 Mmcf/d.  The company’s production was heavily weighted in the 

Bakken/Three Forks with 92.8% of second quarter production coming from the region.  Moving into the back half of 2016 

that percentage will increase due to Whiting's departure from the Permian.   

Whiting’s 2016 production guidance as of September 9, 2016 is projected at 128.1 Mboe/d, representing a year-on-year 

drop in production of 35.1 Mboe/d (-21%).   The company’s production is expected to fall between the second and fourth 

quarters of 2016 to 114.3 Mboe/d, falling by 19.9 Mboe/d (-26%).  The company’s average crude oil production  in 2016 is 

forecasted to decline 17% year-on-year to 101.2 Mbbl/d while average natural gas production will fall by 10% year-on-year 

to 106.8 Mmcf/d. 

(Continued on page 6) 

0

20

40

60

80

100

120

140

160

180

1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16

P
ro

d
u

ct
io

n
, 

M
b

o
e

/d

Total Production (2014-2016)

Crude Oil Production Natural Gas Production NGL Production Forecasted Production

Source : Criterion Research

134.2
-26%

114.3



Whiting Petroleum 

September 22, 2016

www.criterionrsch.com 
6 

 

Capital Spending  

 2016 Capital budget set at $550 Million, 76% lower than in 2015 

 62% of Capital budget spent in first half of 2016, 28.3 Net Wells Drilled & Completed 

 30-well Bakken/Three Forks program kicking off in back half of 2016, $50 million added to capital budget 

Whiting Petroleum’s capital expenditures in the second quarter of 2016 totaled $79 million, falling drastically from the $267 

million spent in the first quarter.  Through the first half of 2016, Whiting was able to utilize $346 million to drill and complete 

28.3 net wells.  Capital spending in the first half of the year also comprised of a $16 million charge due to a cancelled rig con-

tract, $34 million in non-operated drilling & completion expenditures and $12 million in facility developments.   

Whiting added $50 million to their 2016 capital budget after announcing plans to kick-off a drilling program in the Bakken/

Three Forks, bringing the total 2016 capital budget up to $550 million.  The company plans to add 1-rig in the basin in Octo-

ber after entering into a 30-well agreement for the back half of the year.  A partner will fund 65% of the well costs associat-

ed with the project in which Whiting owns 50% of the working interest.  Therefore, Whiting will only gain half of the produc-

tion from these wells.  A majority (16) of these wells will come from drilled but uncompleted (DUC) wells in the Basin.   

Whiting intends to end 2016 with 22 remaining DUC’s on it’s Bakken/Three 

Forks acreage and 117 DUC’s on its DJ Basin acreage.  The new agreement 

will increase Whiting’s returns from these wells and lower capital costs.  

Additionally, the agreement will help stabilize production in the last quarter 

of 2016 and give positive momentum into 2017.  

An increase in the price of WTI crude oil will benefit Whiting’s Bakken/Three 

Forks basin economics model.  The company projects an internal rate of re-

turn of 55% on a well if the price of oil is at $50/bbl.  At the same price, the 

company expects a well in the Bakken/Three Forks basin to payout in 1.7 

years.    

(Continued on page 7) 
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Costs 

 Cash cost per barrel declined 49% year-on-year to $8.61/bbl in 2Q16 from $22.59/bbl in the second quarter of 2015 

 Lease Operating Expenses were 7% year-on-year  lower 7% year-on-year to $8.61/bbl in second quarter of 2016 

Whiting Petroleum’s production costs per barrel during the second quarter totaled $11.52/bbl, falling by 49% year-on-year 

ompared to $22.59/bbl in the second quarter of 2015.  The company’s lease operating expenses also dropped, coming in at 

$8.61/bbl during the quarter, falling by 7% year-on-year. 

Key Assets 

Whiting has three key midstream assets, Redtail Gas Plant, Robinson Lake Gas Plant and New Belfield Gas Plant. 

The Redtail Gas Plant is located in Weld County, Colorado and has a natural gas processing capacity of 140 Mmcf/d.  The 

facility includes gas gathering lines of 141 miles, oil gathering lines of 111 miles, salt water gathering lines of 111 miles and 

frac water supply lines of 24 miles.  Whiting spent $315 million to complete the plant including $100 million in developing 

the gas plant, $95 million in gas gathering and field compression facilities and $80 million in oil gathering facilities.  The plant 

is connected to the Pony Express oil pipeline and the Trailblazer gas pipeline.   

The Robinson Lake Gas Plant and associated gathering system is located in Mountrail County, North Dakota and has a natu-

ral gas processing capacity of 120 MMcf/d.  The company has spent $160 million to develop the facility comprising of oil 

gathering lines of 136 miles and gas gathering lines of 388 miles .  The plant was connected to 399 operated wells and 560 

non-operated wells in May 2014.   

The Belfield Gas Plant is located in Belfield, North Dakota and has a total processing capacity of 40 Mmcf/d, including 143 

miles of oil gathering lines and 137 miles of gas gathering lines.  As of May 2014, the plant is connected to a total of 171 

wells. 

Whiting has already drawn plans to sell the Robinson Lake and Belfield Gas Plants in the Bakken.  The Company plans to sell 

these assets once the value proposition seems reasonable.  As third parties run through their DUC inventories,  Whiting may 

increase the capacity of Robinson Lake Gas Plant from 120 Mmcf/d to 150 Mmcf/d.  Whiting hopes that the increased capac-

ity will draw additional interest towards its natural gas processing plant.  The proceeds from these asset sales could be used 

towards funding its 2017 capital expenditures or repaying existing borrowings.  

 

(Continued on page 8) 

Project Capacity (Mmcf/d) Cost to Build ($MM) Region

Redtail Gas Plant 140 $315 Weld Co, Colorado

Robinson Lake Gas Plant 120 $160 Mountrail Co, North Dakota

Belfield Gas Plant 40 $105 Belfield, North Dakota

Key Midstream Assets

Source : Criterion Research
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Competitors & Other Regional Factors 
Whiting Petroleum has six main competitors in the Bakken/Three Forks region.  Whiting ranks as the most expensive produc-

er in the region with $6.8 million in well cost.  The Company’s second quarter 2016 production was comprised of 71% oil; 

second lowest among its peers in the region.  Whiting was the second highest producer in the Bakken/Three Forks region in 

the second quarter of 2016, behind Continental Resources.  Since March 2016, asset sales in the region have totaled $3.2 

billion, equating to 63.9 Mboe/d changing hands. 

Key Regional Operators 

 Whiting’s competitors include Continental Resources, Hess, Marathon Oil, EOG Resources and Oasis Petroleum 

 Whiting is the second highest producer in the Bakken/Three Forks, after Continental Resources 

 Out of all its peers, Whiting Petroleum has the highest per well cost in the Bakken/Three Forks 

Continental Resources, Marathon Oil, Hess, EOG Resources and Oasis Petroleum compete with Whiting Petroleum in the 

Bakken/Three Forks region.  In the second quarter of 2016, the Companies combined to produced 469.5 Mboe/d from the 

Bakken/Three Forks region in the second quarter 2016.  Out of the these companies, Whiting’s production share amounts to 

27% of the total production.   

Continental Resources is the leading acreage holder in the region with 1 million acres.  During the second quarter of 2016, 

the Company produced 136.1 Mboe/d; down 11% year-on-year.  Continental plans to exit 2016 with 200 DUC’s in the 

Bakken/Three Forks region, significantly higher than the 22 Bakken/Three Forks DUC’s Whiting projects at 12/31/2016.  

In the second quarter of 2016, Hess Corp. produced 106 Mboe/d from the Bakken; down 11% year-on-year.  During the 

same period, the Company brought 26 gross wells online at $4.8 million per well making them the lowest cost producer 

based upon well cost.  As of 6/30/16, Hess is running three rigs in the basin.  

Marathon Oil produced 53 Mboe/d in the Bakken during second quarter of 2016 compared to 61 Mboe/d in the second 

quarter of 2015; declining by 13% year-on-year.  The company brought four wells online in second quarter of 2016 including 

two middle Bakken and two Three Forks wells.  Marathon’s well costs averaged $6 million per well.  However, it produces 

largest percentage oil (84%) compared to Whiting’s (71%). 

In the second quarter 2016, Oasis Petroleum produced 49.5 Mboe/d compared to 50.3 Mboe/d in the prior year quarter; 

down 2% year-on-year.  The company completed 13 gross wells and had 83 wells waiting on completion at the end of sec-

ond quarter of 2016.  Oasis successfully reduced its well costs from $6.5 million in the second quarter of 2015 to $5.9 million 

in second quarter 2016.  The producer plans to complete 53 net wells and operate two rigs in the second half of 2016.  

(Continued on page 9) 

Company Name Acreage (Acres) Production - 2Q16 (bbls/d) % Oil Well Cost ($MM) Credit Rating (1) Outlook (1)
Date

Continental Resources 1,000,000           136,103                              65% 6.2                      Baa3 Negative 2/18/2016

Whiting Petroleum 445,921              124,900                              71% 6.8                      Caa1 Stable 7/28/2016

Hess 577,000              106,000                              63% 4.8                      Ba1 Stable 2/18/2016

Marathon Oil 277,000              53,000                                84% 6.0                      Baa1 Negative 2/25/2016

EOG Resources 230,000              Not Broken Out 70% 6.3                      Baa1 Stable 2/25/2016

Oasis Petroleum 485,000              49,500                                83% 5.9                      Caa1 Stable 3/11/2016

Total 3,014,921           469,503                              

Key Competitors in the Bakken/Three Forks

Source : Criterion Research 
(1) : Ratings from Moody's Investors Service
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M&A Activity   

In the Williston and DJ Basin, $3.27 billion have changed hands since March 2016 as companies disposed their non-core as-

sets.  In total, 63.4 Mboe/d of production was interchanged among oil and gas producers. 

Criterion expects companies will continue to increase the pace of asset sales because producers want to divest assets in the 

high cost Bakken/Three Forks.  

 

 

 

 

 

 

Sellers Production (Mboe/d)

Purchase Price 

($MM) Buyers

Expected Closing 

Date Location

Encana 23.5                               $900 Crestone Peak Resources 7/29/2016 DJ Basin

Legacy Oil & Gas 20.0                               $1,530 Crescent Point Energy 6/30/2015 Williston Basin

Undisclosed 14.3                               $430 Surge Energy 6/15/2015 Williston Basin

Undisclosed 2.8                                 $222 Continental 9/30/2016 Rockies

Wyatt Oil & Gas 1.3                                 $77 Spartan Energy 6/24/2016 Williston Basin

Zargon Oil & Gas 1.2                                 $90 TORC Oil & Gas 9/1/2016 Williston Basin

Synergy Resources 0.2                                 $27 Undisclosed 6/30/2016 Colorado

Total 63.3                               $3,276

Acreage Acquisitions in Williston Basin & DJ Basin Since March 2016

Source: Criterion Research
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ADDITIONAL INFORMATION AVAILABLE UPON REQUEST 

_______________________________________________________________________________ 

This report is for informational purposes only and is not intended as an offer or solicitation with re-

spect to the purchase or sale of any commodity, futures contract, equity, bond or option contract on 

any other financial asset.  Criterion Research does not provide investment, financial, tax, or other 

advice, nor does it operate as a broker-dealer.  Criterion Research does not recommend the pur-

chase or sale of any particular security or securities.  Although any statements of fact in this report 

have been obtained from and are based upon sources that Criterion Research believes to be relia-

ble, we do not guarantee their accuracy, and any such information may be incomplete or con-

densed.  Criterion Research, its officers and/or employees, may at any time have a long and/or short 

position in any commodity, futures contract, equity, bond or option contract on any other financial 

asset mentioned in this report. All opinions and estimates included in this report constitute Criterion 

Research judgment as of the date of this report and are subject to change without notice. 

_______________________________________________________________________________ 

Criterion Research LLC 
11767 Katy Freeway 

Suite 720 

Houston, TX 77079 

info@criterionrsch.com 


