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Commentary by Dan Steffens 

Coterra Energy, Co. (NYSE: CTRA) was created by the merger of 

Cimarex Energy (XEC) into Cabot Oil & Gas (COG) that closed 

October 1, 2021. It is now in our High Yield Income Portfolio. 

 

Total dividends for 2022 were $2.73/share 
Dividends declined to $0.81/share in 2023 due to lower gas prices 

 

This year the Company’s drilling program is focused on increasing oil 

production by approximately 6%, while allowing natural gas production 

to decline approximately 6%.  Total production guidance is for a 2% year-over-year decline.  The improved production 

mix to more oil should generate operating cash flow within a range of $3.0 to $3.2 billion with free cash flow of 

approximately $1.1 billion.  My forecast is based on U.S. natural gas prices rebounding to $2.75 by year-end.   

Coterra’s fixed + variable dividends over the next four quarters should be approximately $1.10/share. 

 

 

My Fair Value Estimate for CTRA is $30.00/share 
Compares to TipRank’s Price Target of $32.06 

 

Disclosure: I do not have a position in CTRA and I do not intend on buying or selling it in the next 72 hours. I wrote this profile myself, and it expresses my own 

opinions. I am not receiving compensation for it from the company. I have no business relationship with any company whose stock is mentioned in this article. 
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Company Overview   

 

Coterra (CTRA) is a premier energy company with exposure to natural gas, natural gas liquids and oil, helping mitigate 

volatility through industry cycles, while positioning it to meet the unique demands of a new energy marketplace.  

 

The Company believes in several building blocks for sustainable performance: The organization, high quality assets, 

continuous innovation, and financial strength. They are best-in-class in all four, giving it a resilient platform with greater 

financial strength to deliver sustainable performance through the cycles. 

 

Decades of “Running Room” 

 

 
Business Strategy 

 

1. Sustainable Returns: Coterra’s premier assets, disciplined capital investment, and strong cash flow 

generation through the commodity price cycles give us the confidence to pay sustainable and growing returns 

to shareholders. 
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2. Resource Depth with a Low Cost of Supply: By consolidating top-tier assets to create a portfolio with scale, 

capital optionality, and low break-evens, we anticipate low-cost, high-return inventory that spans multiple 

decades. 

3. Financial Strength: Coterra’s revenue diversity, conservative cost structure, and strong balance sheet provide 

Coterra the flexibility it needs to thrive across commodity price environments. 

4. Commitment to ESG and Sustainability Leadership: The Company strives to continuously strengthen our 

ESG commitments and performance under the guidance of our diverse and experienced board. 

 

Fourth Quarter 2023 Highlights 

• For the fourth quarter of 2023, total barrels of oil equivalent and oil production beat the high-end of guidance 

and incurred capital expenditures (non-GAAP) came in below the low-end of guidance. 

• Relative to initial full-year 2023 guidance, total barrels of oil equivalent and oil production beat the high-end of 

guidance by 3% and 5%, respectively, and incurred capital expenditures (non-GAAP) came in at the mid-point 

of guidance. 

• 2024 incurred capital expenditures (non-GAAP) are expected to be between $1.75 and $1.95 billion, down 

12% year-over-year at the mid-point driven by lower Marcellus activity and expected cost reductions. 2024 

total barrel of oil equivalent production is expected to be down approximately 2% year-over-year at the mid-

point, with oil volumes up approximately 6% and natural gas volumes down approximately 6%, at the midpoint. 

• Q4 2023 Net Income (GAAP) totaled $416 million, or $0.55 per share. Adjusted Net Income (non-GAAP) was 

$387 million, or $0.52 per share. 

• Cash Flow From Operating Activities (GAAP) totaled $760 million. Discretionary Cash Flow (non-GAAP) 

totaled $881 million. 

• Cash paid for capital expenditures for drilling, completion and other fixed asset additions (GAAP) totaled $468 

million. Incurred capital expenditures for drilling, completion and other fixed asset additions (non-GAAP) totaled 

$457 million, below the low end of our guidance range of $460 to $530 million. 

• Free Cash Flow (non-GAAP) totaled $413 million. 

• Unit operating cost (reflecting costs from direct operations, transportation, production taxes, and G&A) totaled 

$8.41 per BOE (barrel of oil equivalent), within annual guidance range set at $7.30-$9.40 per BOE. 

• Total equivalent production of 697.4 MBoepd (thousand barrels of oil equivalent per day), exceeded the high 

end of guidance (645 to 680 MBoepd), driven by improved cycle times and strong well performance. 

o Oil production averaged 104.7 MBopd (thousand barrels of oil per day), exceeding the high end of 

guidance (98 - 102 MBopd). 

o Natural gas production averaged 2,970 MMcfpd (million cubic feet per day), exceeding the high end 

of guidance (2,780 to 2,900 MMcfpd). 

o Natural Gas Liquids (NGLs) production averaged 97.8 MBoepd. 

• Realized average prices during Q4: 

o Oil was $77.10 per barrel (Bbl), excluding the effect of commodity derivatives, and $77.21 per Bbl, 
including the effect of commodity derivatives. 
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o Natural Gas was $2.03 per Mcf (thousand cubic feet), excluding the effect of commodity derivatives, 
and $2.19 per Mcf, including the effect of commodity derivatives. 

o NGLs were $18.66 per BOE. 

Shareholder Return Highlights 

Common Dividend: On February 22, 2024, Coterra's Board of Directors (the "Board") approved a quarterly 

base dividend of $0.21 per share, which is a 5% increase year-over-year. The dividend will be paid on March 

28, 2024 to holders of record on March 14, 2024. 

Share Repurchases: During the quarter, the Company repurchased 1.1 million shares for $29 million at a 

weighted-average price of $26.84 per share. During 2023, the Company repurchased 17 million shares for 

$418 million (including 1% excise tax) at a weighted-average price of $25.01 per share. $1.6 billion remains 

on the $2.0 billion share repurchase authorization as of December 31, 2023. 

Total Shareholder Return: During the quarter, total shareholder returns amounted to $187 million, composed 

of $158 million of declared dividends and $29 million of share repurchases. In 2023, total shareholder returns 

amounted to $1,026 million, composed of $612 million of declared dividends and $414 million of share 

repurchases (excluding accrued excise tax), representing 77% of 2023 Free Cash Flow (non-GAAP). 

Shareholder Return Strategy: Coterra reaffirms its commitment to returning 50% or more of its annual Free 

Cash Flow (non-GAAP) to shareholders primarily through its base dividends and share repurchases. 

Management Commentary 
 
“Coterra’s outstanding 2023 results were driven by our commitment to operational excellence, 
coupled with strong execution in the field. The Company invested at the mid-point of capital 
guidance and beat the high-end of production guidance, which was driven by a combination of 
strong well productivity and field efficiency gains. As we look ahead, our 2024 capital plan 
underscores Coterra’s ability to pivot capital as fundamentals in the commodity markets dictate. Our 
disciplined, economically driven approach reduces total capital investment by roughly 12% year over 
year driven by lower natural-gas focused investments partially offset by a modest increase of 
investment in our liquids-rich basins. The company maintains optionality to further pivot capital in 
the future, should macro conditions warrant.  
Our new three-year outlook, which calls for 0-5% BOE growth and 5+% oil growth at an average 
$1.75-$1.95 billion capital spend, underscores the Company’s ability to continue to improve its 
capital efficiency. Capital discipline, allocating capital to its most productive use, consistent, 
profitable growth, and maintaining a fortress balance sheet are key to Coterra’s investment strategy 
and allow us to provide a robust shareholder return program through the cycles.”  
- Tom Jorden, Chairman & CEO 
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Quarterly Key Results and 2024 Guidance  

• Estimate Discretionary Cash Flow (non-GAAP) of approximately $3.15 billion and Free Cash Flow (non-GAAP) 

of approximately $1.3 billion, at approximately flat $75/bbl and $2.50/mmbtu pricing. 

• Expect 2024 incurred capital expenditures (non-GAAP) of $1.75 - $1.95 billion 

o Mid-point down approximately $250 million relative to 2023, primarily due to lower Marcellus spending 

and lower service cost expectations. 

o Modestly increasing Permian and Anadarko capital expenditures. 

o Total Marcellus drilling and completion capital expenditures estimated to be approximately $350 - 400 

million, down approximately 55% or approximately $460 million year-over-year at the mid-point. As a 

result, Marcellus volumes are expected to be down 6% year-over-year. 

2024 Drilling Program is focused on increasing oil production 

• Expect 2024 total equivalent production of 635-675 MBoepd, down approximately 2% year-over-year at the 

mid-point; oil production of 99-105 MBopd, up approximately 6% year-over-year at the mid-point; and natural 

gas production of 2,650 - 2,800 MMcfpd, down approximately 6% year-over-year at the mid-point. 

• Expect 1Q24 total equivalent production of 660 to 690 MBoepd, oil production of 95 to 99 MBopd, natural gas 

production of 2,850 to 2,950 MMcfpd, and capital expenditures of $460 to $540 million. 
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Liquidity Position 
 

As of December 31, 2023, Coterra had total debt of $2.161 billion with a principal amount of $2.075 billion, of which 

$575 million is due in September 2024. The Company ended the year with a cash balance of $956 million and no debt 

outstanding under its revolving credit facility, resulting in total liquidity of approximately $2.46 billion. Coterra's net debt 

to trailing twelve-month EBITDAX ratio (non-GAAP) at December 31, 2023 was 0.3x. 
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Areas of Operations 
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Year-End 2023 Proved Reserves 
 

At December 31, 2023, Coterra's proved reserves totaled 2,321 million barrels of oil equivalent (MMBoe), down 

approximately 3% year-over-year, primarily driven by lower year-over-year SEC commodity prices. SEC commodity 

prices underpinning our proved reserves in 2023 for oil, natural gas liquids and natural gas, adjusted for basis and 

quality differentials, are $75.05 per Bbl, $18.39 per Bbl and $2.04 per Mcf, respectively, down from 2022 prices of 

$94.21 per Bbl, $31.45 per Bbl and $5.25 per Mcf. 

 

The Company had net negative revisions of prior estimates of 60 MMBoe which included an 83 MMBoe negative 

revision due to price and a 10 MMBoe negative revision due to increases in operating expenses, partially offset by a 

positive 33 MMBoe performance revision. Excluding the SEC 5-year rule, there was a positive technical revision in 

the Marcellus Shale. 

 

At December 31, 2023, the company’s proved undeveloped reserves were 21% of total proved reserves, down from 

24% at year-end 2022. This decrease was driven primarily by the company’s decision to reduce proved undeveloped 

additions to provide more capital investment flexibility across its three core operating regions. 
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Hedging 
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Net Income and Cash Flow Forecast Model 
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