
We focus our 
attention on 
decisions that 
benefit decades, 
not just near-
term results. 
cabot oil & gas corporation 2010 annual report



cabot oil & gas corporation, headquartered in Houston, texas is a 
leading independent natural gas and oil producer, with its entire resource  
base located in the continental united States. the Company’s north region  
is based in pittsburgh, pennsylvania and is responsible for the pennsylvania, 
West Virginia, and rocky Mountain assets. the South region office, located  
in Houston, texas, is responsible for the texas and Mid-Continent assets. 
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During 2010, our country, the 
stock market, the exploration 
and production sector, and 
Cabot Oil & Gas Corporation 
experienced another year of 
rapid change and constant 
volatility. With change and 
volatility becoming the norm, 
it is imperative for us to be 
proactive and not reactive to 
this dynamic. 

To be successful in this environment, we have to have a  
“Clear Sense of Direction” for our future and “Focus our 
Attention on Decisions That Benefit Decades, Not Just  
Near-term Results.”

The theme for last year was that clear sense of direction following our 
2009 internal corporate streamlining in both our investment focus and reporting 
structure. In 2010, we stood firm on that investment focus, though at times, 
that decision may not have been apparent. We continued our efforts to develop 
the Marcellus and Haynesville shales, believing both of these horizons offered 
significant resource growth to you – the shareholder. This potential in Marcellus 
is obvious and near-term, while Haynesville is somewhat longer term due to the 
underlying required commodity price levels for investment.
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 Cabot’s portfolio is abundant with  
a significant level of best in class drilling 

opportunities across both regions 
and has a stable of initiatives yet to be 

rolled out publicly.

With the balancing of near-term profitability and future value creation, we made 
the following decisions during 2010 that will benefit all of us for an extended  
period of time.

Our near-term decisions of continuing an investment program that 
outpaced cash flow was mitigated by our internal knowledge that our balance  
sheet would be strengthened with pending asset sales. Though this decision 
allowed our stock to come under pressure in the near-term, it was the right decision 
to preserve our position and provide future, long-term growth opportunities for  
our shareholders.

❙  We sold our Marcellus infrastructure to a mid-stream industry expert and at the 
same time signed a 25-year gathering agreement which requires the construction 
of a 1.2 Bcf per day system expansion. this decision provided immediate cash 
and allows the required future capital investment for infrastructure to be directed 
towards our highly productive Marcellus wells.

❙ We initiated joint venture arrangements for our Haynesville acreage, again creating 
a solution to maintain the upside in the acreage while balancing the need to 
manage our investment with anticipated cash flow near-term.

❙ In an effort to expand our oil investments, we established a 60,000 net acre position 
in the eagle Ford shale oil window and have had initial drilling success.

❙ We reloaded our balance sheet capacity with the sale of non-strategic assets and  
a new five-year revolving Credit facility. 
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The balancing of our decision process and the appropriate allocation of capital towards 
value-creating projects have rewarded our shareholders with a record year for 2010.

With unprecedented growth in reserves and production, all at a best in class 
finding cost, this past year was our very best from an operating metric standpoint. 
The price of natural gas clearly impacted our financial results. However, our strategic 
long-term decisions during the year positioned us with a strong balance sheet at  
year-end, sufficient financial capacity, and a portfolio of high return projects.

looking ahead
Cabot’s portfolio is abundant with a significant level of best in class drilling 

opportunities across both regions and has a stable of initiatives yet to be rolled out 
publicly. With that said, we fully appreciate the dynamic of the uncertainty around 
natural gas pricing and the resulting apprehension by gas company investors to 

❙  a new high for total proved reserves of 2.7 tcfe

❙  31% year-over-year growth, while maintaining a 36% puD ratio

❙  130.6 Bcfe of production, a record 27% increase (100% organic growth)

❙  all-in finding cost of $1.05 per Mcfe, a level not seen since 2002

❙  net income of $103.4 million and Discretionary Cash Flow of $457.5 million

❙  net debt to adjusted capitalization of 32.9%, providing financial flexibility in 2011
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continue to invest. For that reason, our 2011 South region program is focused  
solely on the oil window of the Eagle Ford shale. We will continue to focus our  
gas-oriented program on our Marcellus acreage, Cabot’s most prolific area 
discovered to date. Our goal for 2011 is for our overall investment program to 
approximate our anticipated cash flow. We are managing to a set $600 million  
total expenditure level for 2011. This program is expected to provide another year  
of significant growth in both reserves and production, including doubling the 
Company’s oil production.

With the slow economic recovery and the industry’s success in finding 
natural gas, the outlook for natural gas commodity prices remains cautious. 
However, the inroads our industry has made in highlighting the opportunities for 
natural gas to power our nation and provide transportation in a cleaner burning, 
more fuel efficient way are beginning to resonate. Again thinking about decision 
making for the long-term, this domestic, eco-friendly fuel source offers significant 
opportunities and upside for companies that have the expertise and ability to 
consistently deliver this resource, at a value-added cost. Cabot is well positioned to 
accomplish this.

I would like to thank our Board of Directors for their commitment to the 
Company, along with their guidance and support during these last couple of years 
that have seen significant positive change in Cabot. Additionally, I would be remiss 
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if I did not extend my gratitude to my management team and all the employees  
of the Company, who together make Cabot what it is and what it has become –  
a Company on the leading edge with a core position in three exciting shale plays.

As a shareholder, I would like to share with you that I firmly believe  
in Cabot’s portfolio and our employees’ skill sets. I also believe that with each 
passing year our story continues to improve. We will continue a period of strong 
organic growth that will add to production and increase reserves with exceptional 
economic returns. At the same time, this will be done with financial discipline 
while maintaining a level of capacity for opportunities as they arise. All of this 
translates into the creation of value for our shareholders.

Sincerely,

Dan O. Dinges
Chairman, President and Chief Executive Officer
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north region
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 Our priority is to 
conduct our operations in a safe, 

compliant manner rather than 
being concerned about meeting one 

 quarter’s production target.

With the Company streamlined and focused in only two regions – North and 
South – the complexity of the organization is more straightforward. For the North 
region, the focus is in Pennsylvania, West Virginia, and the Rocky Mountains. 
Strategic initiatives take into account not only the underlying fundamentals for 
the natural gas market, but also the economic returns in each area and the goal to 
develop acreage. Cabot’s entire North region effort for 2011 is in the most prolific 
area of the Marcellus shale of Pennsylvania. In 2010, with the exception of one 
wildcat well that tested an oil concept in the Rocky Mountains, the North region 
was focused entirely in the Marcellus. 

the marcellus shale
Cabot’s acreage in this play beyond a doubt lies in the most prolific area 

and is the most economic gas play in North America. Based on results to date, these 
wells can generate in excess of 100 percent rates of return below the current strip 
and still remain highly economic in a much lower price range.

Production from Marcellus has been a game-changer for the Company. 
When 2008 came to a close, Cabot was producing 14 Mmcf per day from one 
horizontal and 13 vertical wells. At the end of 2009, that number had increased 
to 71 Mmcf per day from 17 horizontal and 28 vertical wells. This past year was 
a breakout year with the exit rate at 236 Mmcf per day from 47 horizontal and 36 
vertical wells. What is impressive is the overall level of production from a very small 
population of wells. Cabot believes this productivity is unmatched by any play in 
recent times.
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Top: Lathrop Compressor Station
Bottom: Water truck delivering water for frac job
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In 2010, the Company drilled 56 horizontal wells in the play, completing 
a total of 42 horizontal wells from the carryover 2009 and 2010 programs.  
When 2011 commenced, there were 29 horizontal wells waiting to be completed.  
When this backlog is combined with the 54 well program that is planned in 
2011, the production increment from these wells is significant.

Going forward, the program will have 10 to 20 plus frac stages per well 
with lateral lengths of 2,500 to 6,000 feet depending on the geographic layout  
of the units. These wells have consistently delivered initial 30-day flow rates from 
eight to 19 plus Mmcf per day. When these types of results are taken with the 
current backlog of completions, 2011 has tremendous production potential from 
the Marcellus shale.

The level of actual production will depend on take away capacity. 
History shows that these wells continue to exceed expectations and maintain 
production at higher levels longer than initially anticipated. Because of this, 

Left: Lathrop Compressor Station, Phase II Construction
Right: Drilling the Marcellus Shale
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Cabot’s ability to stay ahead in the infrastructure game was short lived. 
Consequently, Cabot sold its infrastructure to the premier provider in the area 
in exchange for a long-term gathering arrangement and the requirement for 
significant additional take away expansion within two to three years.

The positive impact to the Company from this expansion is scheduled 
to occur during the second half of 2011. Even with the initial investment by the 
third party in 2011, Cabot still expects to have some level of backlog waiting on 
infrastructure at the end of 2011. However, the exit level for the year will be another 
exciting step change from 2010. 

To better manage this increased production, Cabot will have firm takeaway 
capacity on three main interstate pipelines traversing the play from west to east  
by the end of this year. The level of capacity will approximate 700 Mmcf per day 
moving from Cabot’s acreage to market.

Cabot considers itself a member of Pennsylvania’s 
Susquehanna County community. Since commencing 
operations there in 2006, Cabot has drilled more than 100 
wells and has now invested more than $1 billion. To date, 
we have created more than 400 full-time jobs in the county, 
including direct employees of Cabot as well as employees of 
contractor and vendor firms working on Cabot projects.

We believe being a member of a community takes more 
than conducting operations in the area. Cabot is committed 
to being a good neighbor in the communities in which we 
operate and a responsible corporate citizen. We believe 
there is real value in providing opportunities to community 
residents to meet members of the Cabot family, realize our 
commitment to the community, and understand how we 
conduct our business with care.

As part of our community outreach program, Cabot was 
pleased to contribute to various local organizations, provide 
briefings and equipment to local police, fire and emergency 
personnel, and support the Susquehanna Free Library along 
with a variety of other social welfare initiatives. This year 
we also hosted the first Cabot Community Picnic, where 
approximately 4,000 local residents joined us and had the 
opportunity to see equipment used in our operations and 
meet our employees and contractors.

Cabot will continue these efforts and will strive to enhance 
and expand our relations with Susquehanna County 
residents and residents of surrounding communities. These 
efforts reflect the Company’s commitment to being a good 
corporate citizen, a good neighbor, and an outstanding 
environmental steward. 

DeVelopIng tHe reSourCe anD tHe CoMMunIty
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south region
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The South region consists of the Company’s holdings primarily in Texas, 
Louisiana, and Oklahoma. Cabot has three distinct areas of operation in Texas, 
including East Texas (County Line and Minden), South Texas (Eagle Ford  
and legacy Cody properties), and West Texas (legacy Cody properties). 
Operations in Oklahoma are concentrated in the Anadarko Basin. The focus 
for 2010 in the South region was the development and primary lease capture at 
County Line, drilling in Haynesville and Bossier shales, and evaluation of Pettet 
oil opportunities.

For the year, the Company drilled 50 wells in the region dominated 
by activity around the Haynesville and Bossier initiatives in East Texas. Much 
of this activity was non-operated as management elected to hold off drilling 
operated wells to manage capital. Cabot drilled very few Pettet wells as the 
Company reallocated capital to fund the expansion of activity by partners in 
Haynesville and Bossier. In the end, Cabot participated in 30 Haynesville  
and Bossier wells.

These two formations conservatively provide for 60 to 100 Bcfe of potential 
per 700 acre section, making the long-term potential for this area exceptionally 
prospective. It is because of this fact that the Company elected to participate in 
many of the wells rather than opt out and lose future value of acreage in a unit.

Cabot has addressed capital allocation 
concerns by reducing the level of 

Haynesville expenditures while 
building a prominent position in

the Eagle Ford oil window.
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Since this dynamic is expected to continue in 2011 and with Cabot’s 
announced financial discipline in its investment program, the Company has 
entered into a series of joint ventures for a portion of this acreage. Through these 
agreements, Cabot is reducing its working interest in exchange for a carried interest 
in the first well in 25 units. This captures the acreage while Cabot maintains much 
of the upside with no investment necessary in the immediate term.

the eagle ford shale
One of the objectives mentioned last year in the annual report was to 

initiate more investments directed at oil plays. The Eagle Ford shale in Texas 
has various windows that range from gas to oil. Cabot’s focus is only on the oil 
window. As such, the Company was successful in establishing four different 
concentrations of acreage in this selected horizon. These positions range from 
just over 2,000 acres to more than 32,000 adjacent acres. In one of these areas, 
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Cabot has formed an area of mutual interest (AMI) with one of the most 
successful players in the trend that provides for both parties to have a 50 percent 
working interest in the project.

 Cabot drilled four Eagle Ford shale wells during 2010. All four were 
successful. The equivalent barrels of oil production ranged from 330 to 1,042 for 
a 24-hour flow test. Based on these results, the initial estimates for recoverable 
reserves have been affirmed, and Cabot’s technical team believes these wells 
ultimately will provide 350,000 to 500,000 barrels of oil equivalent on average.

For 2011, the Company plans to drill 13 (100 percent working interest 
wells) and participate in 14 gross wells in the AMI area. This drilling activity  
is centered in Cabot’s Presidio and Buckhorn acreage in South Texas. With 
continued success in the Eagle Ford, the Company’s oil production will double  
in 2011.
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financial highlights

Income Statement
 (In millions, except per share amounts) 2008 2009 2010

operatIng reVenue $ 945.8 $ 879.3 $ 844.0 

operatIng eXpenSeS  626.8  593.7  683.9 

operatIng InCoMe  372.0  282.3  266.4 

net InCoMe  211.3  148.3  103.4 

 per SHare  2.10  1.43  0.99 

CoMMon DIVIDenD per SHare $ 0.12 $ 0.12 $ 0.12 

aVerage CoMMon SHareS outStanDIng 
 (In thousands)  100,737  103,616  103,911 

Cash Flow 2008 2009 2010

DISCretIonary CaSH FloW $ 608.7 $ 604.6 $ 457.6 

 per SHare  6.04  5.83  4.40 

CaSH FroM operatIonS  634.4  614.1  484.9 

CaSH FroM InVeStIng  (1,452.3)  (531.0)  (613.7)

CaSH FroM FInanCIng  827.4  (71.0)  144.6 

net CaSH $ 9.6  $ 12.1 $ 15.8 

2015 $213 (1)

2011 $0

Debt Maturity Schedule

Balance Sheet 2008 2009 2010

Current aSSetS $ 460.6  $ 281.5 $ 203.0 

Current lIaBIlItIeS  378.9  308.7  303.8 

SHort-terM DeBt  35.9  -    -   

long-terM DeBt  831.1  805.0  975.0 

equIty $ 1,790.6  $ 1,812.5 $ 1,872.7 

 (Successful Efforts Method)

2026 $62

2023 $105

2021 $88

2020 $100

2016 $20

2013 $75

2018 $312

(1) Debt associated with Revolving Credit Facility
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operational highlights

Wells Drilled 2008 2009 2010

total groSS  432  143  113 

total net  355  119  87 

groSS SuCCeSS rate 97% 95% 98%

proved reserves 2008 2009 2010

natural gaS (Bcf)  1,886.0  2,013.2  2,644.2 

oIl, ConDenSate & natural gaS lIquIDS (Mmbbl)  9.3  7.8  9.5 

total proVeD (Bcfe)  1,942.0  2,059.9  2,701.1 

total DeVelopeD (Bcfe)  1,348.5  1,324.7  1,724.2 

% gaS 97% 98% 98%

% DeVelopeD 69% 64% 64%

reserve additions (Bcfe) 2008 2009 2010

aDDItIonS  303.9  462.9  650.6 

aDDItIonS, reVISIonS & purCHaSeS  421.5  262.7  788.0 

% reSerVe replaCeMent 442.8% 255.2% 603.3%

Finding & Development Costs ($/Mcfe) 2008 2009 2010

aDDItIonS $ 2.75 $ 1.28 $ 1.27 

aDDItIonS & reVISIonS  3.39  2.26  1.05 

all SourCeS 3.42 2.26 1.05 

all SourCeS (Excluding lease acquisition) $ 3.06 $ 1.70 $ 0.89 

total production (Bcfe)

2010 130.6

2009 103.0

2008 95.2
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board of directors

directors
Dan O. Dinges
 Chairman, President and
 Chief Executive Officer

Rhys J. Best
 Former Chairman of the Board
 and Chief Executive Officer, 
 Lone Star Technologies, Inc.

David M. Carmichael
 Former Vice Chairman and
 Chairman of the Management
 Committee, KN Energy, Inc.

James R. Gibbs
 Former Chairman, President  

and Chief Executive Officer, 
Frontier Oil Corporation

Robert L. Keiser
 Former Chairman of the Board,
 Oryx Energy Company

Robert Kelley
 Former Chairman of the Board, 
 President and Chief Executive
 Officer, Noble Affiliates, Inc.
 (Subsequently renamed
 Noble Energy Inc.)

P. Dexter Peacock
 Of Counsel, Andrews &  

Kurth L.L.P.
 Former Managing Partner,
 Andrews & Kurth L.L.P.

William P. Vititoe
 Former Chairman of the Board,
 Chief Executive Officer  

and President,
 Washington Energy Company

committees
audit committee
Robert Kelley – Chairman
rhys J. Best
James r. gibbs
robert l. Keiser

compensation committee
William P. Vititoe – Chairman
David M. Carmichael
p. Dexter peacock

executive committee
P. Dexter Peacock – Chairman
Dan o. Dinges
David M. Carmichael

corporate governance and 
nominations committee

David M. Carmichael – Chairman
James r. gibbs
p. Dexter peacock
William p. Vititoe

safety and environmental
 affairs committee
Robert L. Keiser – Chairman
rhys J. Best
robert Kelley

officers
Dan O. Dinges
 Chairman, President and
 Chief Executive Officer

Scott C. Schroeder
 Vice President,
 Chief Financial Officer 

and Treasurer

G. Kevin Cunningham
 Vice President, 

General Counsel

Robert G. Drake
 Vice President, Information 

Services and Operational 
Accounting

Abraham D. Garza
 Vice President,
 Human Resources

Jeffrey W. Hutton
 Vice President, Marketing

Steven W. Lindeman
 Vice President, Engineering  

and Technology

Lisa A. Machesney
 Vice President, Managing 

Counsel and Corporate Secretary

James M. Reid
 Vice President and
 Regional Manager, South

Phillip L. Stalnaker
 Vice President and
 Regional Manager, North

Todd M. Roemer
 Controller

annual meeting
the annual meeting of the 
shareholders will be held tuesday, 
May 3, 2011, at 8:00 a.m. (Central) 
at the corporate office in  
Houston, texas.

corporate office
Cabot oil & gas Corporation
three Memorial City plaza
840 gessner, Suite 1400
Houston, tX 77024
p.o. Box 4544
Houston, texas 77210-4544
(281) 589-4600
www.cabotog.com

independent registered
public accounting firm
pricewaterhouseCoopers llp
1201 louisiana, Suite 2900
Houston, texas 77002

reserve engineers
Miller & lents, ltd
oil & gas Consultants
909 Fannin, Suite 1300
Houston, texas 77010

investor relations
additional copies of the Form 10-K 
are available without charge. 
Shareholders, securities analysts, 
portfolio managers and others who 
have questions or need additional 
information concerning the 
Company may contact:

Scott C. Schroeder
Vice president,
Chief Financial officer
and treasurer
(281) 589-4993
scott.schroeder@cabotog.com

transfer agent/registrar
Wells Fargo Bank n.a.
Shareowner Services
161 north Concord exchange
South St. paul, Mn 55075-1139
(800) 468-9716
www.wellsfargo.com/

shareownerservices

general inquiries:
Wells Fargo Shareowner Services
p.o. Box 64854
St. paul, Mn 55164-0856
(800) 468-9716

certified/overnight mail:
Wells Fargo Shareowner Services
161 north Concord exchange
South St. paul, Mn 55075-1139

tdd for Hearing impaired:
(651) 450-4144

telephone number for  
foreign shareowners:

(877) 602-7599

corporate
governance matters
on May 20, 2010, the Company’s 
Ceo, Dan o. Dinges, certified to 
the nySe that he was not aware of 
any violation by the Company of 
nySe corporate governance listing 
standards. Further, Mr. Dinges and 
the CFo, Scott C. Schroeder,  
made the requisite Section 302 
certifications in the 2010 quarterly 
reports on Form 10-q and the 
2010 annual report on Form 10-K 
as mandated by the Sarbanes-
oxley act of 2002.
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three memorial city plaza
840 gessner, suite 1400 | houston, texas 77024

(281) 589-4600

www.cabotog.com


