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Forward-Looking Statements and Other Disclaimers
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These materials and the accompanying oral presentation contain “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of

1934, as amended. All statements, other than statements of historical fact, included in this presentation that address activities, events or developments that Concho Resources Inc. (the “Company” or “Concho”) expects, believes

or anticipates will or may occur in the future are forward-looking statements. The words “estimate,” “project,” “predict,” “believe,” “expect,” “anticipate,” “potential,” “could,” “may,” “enable,” “strategy,” “intend,” “foresee,”

“positioned,” “plan,” “will,” “guidance,” ”maximize,” “outlook,” “goal,” “strategy,” “target,” or other similar expressions that convey the uncertainty of future events or outcomes are intended to identify forward-looking statements,

which generally are not historical in nature. However, the absence of these words does not mean that the statements are not forward-looking. These statements are based on certain assumptions and analyses made by the

Company based on management’s experience, expectations and perception of historical trends, current conditions, current plans, anticipated future developments, expected financings, future market conditions, the impact of the

COVID-19 pandemic and other factors believed to be appropriate. Forward-looking statements and historical results are not guarantees of future performance. Although the Company believes the expectations reflected in its

forward-looking statements are reasonable and are based on reasonable assumptions, no assurance can be given that these assumptions are accurate or that any of these expectations will be achieved (in full or at all) or will

prove to have been correct. Moreover, such statements are subject to a number of assumptions, risks and uncertainties, many of which are beyond the control of the Company, which may cause actual results to differ materially

from those implied or expressed by the forward-looking statements. These include the risk factors and other information discussed or referenced in the Company’s most recent Annual Report on Form 10-K and other filings with

the Securities and Exchange Commission (the “SEC”). In particular, the unprecedented nature of the current economic downturn, pandemic and industry decline may make it particularly difficult to identify risks or predict the

degree to which identified risks will impact the Company's business and financial condition. Any forward-looking statement speaks only as of the date on which such statement is made, and the Company undertakes no obligation

to correct or update any forward-looking statement, whether as a result of new information, future events or otherwise, except as required by applicable law. Information on Concho’s website, including information referenced

directly herein such as the Climate Risk Report, is not part of this presentation. These other materials are subject to additional cautionary statements regarding risks and forward looking information.

To supplement the presentation of the Company’s financial results prepared in accordance with U.S. generally accepted accounting principles (“GAAP”), this presentation contains certain financial measures that are not prepared

in accordance with GAAP, such as operating cash flow before working capital changes and free cash flow (“FCF”). See the appendix for the descriptions and reconciliations of these non-GAAP measures presented in this

presentation to the most directly comparable financial measures calculated in accordance with GAAP. For future periods, the Company is unable to provide a reconciliation of free cash flow to the most comparable GAAP

financial measure because the information needed to reconcile this measure is dependent on future events, many of which are outside management's control. Additionally, estimating free cash flow to provide a meaningful

reconciliation consistent with the Company's accounting policies for future periods is extremely difficult and requires a level of precision that is unavailable for these future periods and cannot be accomplished without

unreasonable effort. Forward-looking estimates of free cash flow are estimated in a manner consistent with the relevant definitions and assumptions noted above and herein.

Cautionary Statement Regarding Production Forecasts and Other Matters

Concho’s guidance and outlook regarding future performance, including production forecasts and expectations for future periods and statements regarding drilling inventory and ROR, are dependent upon many assumptions,

including estimates of commodity prices, market conditions, production decline rates from existing wells and the undertaking and outcome of future drilling activity, which may be affected by a prolonged period of low commodity

prices, further commodity price declines or drilling cost increases or other factors that are beyond Concho’s control. Statements regarding well inventory or drilling locations does not guarantee the number or location of wells that

will actually be drilled or producing in the future.



Concho Resources
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CXO acreage as of December 31, 2019. 

Our Position in the Permian Basin

800,000 gross (550,000 net) acres

TX

NM

DELAWARE 

BASIN

MIDLAND

BASIN

CXO Acreage

High-quality asset 

portfolio

Strong financial 

position

Clear strategic 

direction

Focus on cost 

control & 

efficiencies

Well positioned to withstand challenging 

environment 



Key Messages
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Free cash flow (FCF) is a non-GAAP measure. See appendix for definition and reconciliation to GAAP measure. 

Well Positioned to Navigate Challenging Environment

Health & safety of our 

employees & communities 

comes first 

› Strong balance sheet with 

ample liquidity

› Hedging program designed to 

protect financial strength

› FCF provides valuable 

optionality in current 

environment

1Q20 performance extends 

track record of delivery

Demonstrating operational 

flexibility & commitment to 

capital discipline

Balance sheet provides a 

strong foundation

› Quickly implemented 

mandatory work from home 

policy for those who can work 

remotely

› Practicing social distancing & 

limiting personnel on drilling & 

completion sites

› Supporting our community 

through contributions to 

organizations that are helping 

during the crisis, such as the 

West Texas Food Bank

› Total production & oil 

production above high end of 

guidance ranges

› Demonstrated good cost 

control

› Generated strong FCF

› Reducing capital expenditures 

to $1.6bn versus $2.7bn initial 

guide

› Targeting $100mm in 

operating & G&A cost 

reductions

› Capturing productivity gains & 

well cost improvements

Operating from a position of strength from team, asset quality, 

financial flexibility & balance sheet perspectives



Significant Decline in Oil Prices

Global Economic Uncertainty Compounds Oil Supply/Demand Imbalance
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Collapsing Oil Demand U.S. Producers Quickly Cutting Capital

› U.S. producers are aligning capital with prevailing market & 

industry conditions with >$42bn in capital withdrawn so far

› Capital reductions & producer dynamics portend a sharp 

rollover in onshore oil supply beginning in 2Q20

~37% Average Capex Reduction

U.S. producer capital cuts and market values as of May 18, 2020.

Sources: IEA, Bloomberg and public company reports.

COVID-19 Impact on 2020 Demand (MMBopd)
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2020 oil price decline most dramatic yet
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Capital Cuts by Producer Market Cap

(20%)

(30%)

(40%)

(50%)

(60%)

(70%)

(80%)

(10%)

(30%)

(50%)

(70%)

(10%)

(90%)

5

21

7
5

10

0

5

10

15

20

25

1Q20 2Q20 3Q20 4Q20 FY20



Executing from a Position of Strength
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TEAM1 ASSETS2

RETURNS3 BALANCE SHEET4

The Core Principles of Our Strategy… …Provide Resilience

…and Inform Our Strategic Focus

› Valuable hedge position mitigates 

cash flow volatility

› Strong financial position

› Significant operational & capital 

flexibility

› Generate free cash flow

› Maintain financial strength

› Return capital to shareholders

› Preserve operational capacity & high-

quality inventory

• Build a great team

• Invest in their safety & 

development

• Invest in high-margin 

assets

• Actively manage 

portfolio

• Generate strong, full-

cycle returns

• Drive capital efficiency 

improvements

• Prioritize balance sheet 

strength

• Protect financial 

position with hedges



Aligning Operations to Market Realities

7

FY20 Outlook
› Gross operated activity:

• Drilled 160 – 180

• Completed 190 – 210 

• Put on production 190 – 210 

› Expect FY20 total production & oil 

production to be ~flat with 2019 

divestiture-adjusted volumes of 310 

MBoepd and 197 MBopd, 

respectively

• Includes current voluntary curtailments

• Does not include any future potential 

curtailments that may arise due to 

further deteriorating oil supply & demand 

fundamentals

› Withholding detailed quarterly and 

annual guidance given unique & 

challenging operating environment, 

severe decline in commodity prices & 

reduced demand for oil & natural gas 

as a result of the COVID-19 pandemic

Reducing 2020 Capital Program

2019 Capital Initial FY20
Capital Guide

Current FY20
Capital Guide

~46% Reduction Y/Y

$3bn

$2.7bn

$1.6bn

18

~10

~8

› Expect to generate strong FCF in 2020

› Maintain flexibility to further cut capital 

program

› Preserve operational capacity & 

positioning to respond in the future

Quickly Adjusting Activity
Avg. Rig Count

1Q20 2Q20e 2H20e

› No exposure to long-term service 

contracts

› Capturing cost savings

• Expect total program DC&E per foot to 

be <$850 per foot

Prudently & dynamically managing capital program

FCF+

Maintains operational capacity

Will cut further if necessary



Aligning Operations to Market Realities
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($ per foot)

Basin-Level DC&E Costs

Reducing well costs

Operational Efficiencies

$977

$848

$1,387

$1,149

500

600

700

800

900

1000

1100

1200

1300

1400

1500

FY18 FY19 FY20e

Delaware Basin

Midland Basin

$1,224 $999
Total 

Program
<$850

Delivered significant well cost savings in 2019

Focus on continued improvement in 2020+

Improving drilling cycle times

Drilling approximately two-thirds of 2019’s 

drilled lateral feet with less than half the rigs

Enhancing completion efficiency

Completing approximately 75% of 2019’s 

completed lateral feet with half the crews 

Dual fuel technology

100% of current frac fleets are dual fuel

Cleaner emissions, efficient & cost effective



› Targeting $100mm in cost 

reductions, primarily through LOE 

& cash G&A

• Labor & supply chain costs 

decreasing

• Shutting in low-margin vertical 

wells

• Improved water handling cost

› Expect FY20 controllable costs to 

average <$9 per Boe despite lower 

anticipated volumes

Aligning Operations to Market Realities
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LOE G&A Interest

Controllable costs include oil and natural gas production expenses (consisting of lease operating and workover expenses), general and administrative expenses (which excludes 

non-cash stock-based compensation) and interest expense. 

Expenses excl. GP&T ($ per Boe)

$7.46

$5.81 $5.80 $6.14 $5.93 $5.54

$3.21

$3.02 $2.61 $2.39
$1.98

$1.73

$4.12

$3.69

$2.08 $1.55
$1.53

$1.41

$14.79

$12.52

$10.49
$10.08

$9.44
$8.68

2015 2016 2017 2018 2019 1Q20

Controllable Costs

Reducing operating costs

Further Improving Cost 

Structure in 2020

41% REDUCTION



$2,082

$1,150

$1,632

$840

$1,182

$540

2020e 2021e

$700 

$640 

$570 

$172 

$530 

$490 

$440 

$370 

$340 

$300 

1Q20a 2Q20e 3Q20e 4Q20e

Annual

Hedging Strategy Protects Financial Strength 
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Potential cash receipts from oil price derivatives represent total value of WTI price swaps, Brent price swaps and oil basis price swaps. Brent-WTI spread and Midland-Cushing spread based on futures strip prices as of 

April 29, 2020. Weighted average swap price is the combined average of the Company’s WTI and Brent oil price swaps. 2020e potential cash receipts from oil price derivatives includes 1Q20a net cash receipts from oil 

derivatives. Potential cash receipts from oil price derivatives do not necessarily reflect any monetized value of derivatives. Please see the appendix for more details on the Company’s current hedge position.

Potential Cash Receipts from Oil Price Derivatives ($mm)

› Consistent yet strategic process mitigates 

cash flow volatility

• With capital cuts, accruing cash to 

the balance sheet

› Straightforward approach to financial risk 

management

› Midland-Cushing basis hedges aligned 

with WTI price swaps protect field-level 

pricing

$10 WTI $20 WTI $30 WTI

Uncomplicated Hedging Strategy

Oil Price Swaps 

(MBopd)

Weighted Avg. 

Swap Price ($/Bbl)

182 164 144 163 84

$54 $54 $54 $54 $47

Oil Basis Swaps 

(MBopd)
159 138 122 140 84

Marketing

› Leverage scale & marketing strategies 

with high-quality counterparties to:

• Capture highest netback price

• Ensure efficient flow of oil volumes

• Mitigate crude quality differential

› Access to multiple markets & price 

diversification 

Quarterly



Balance Sheet is Strong
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No Long-Term Debt Maturities Until 2025

Debt maturity profile and liquidity as of March 31, 2020.

Firm Rating

Last 

Report

S&P BBB- / Stable March 2020

Fitch BBB / Stable April 2020

Moody’s Baa3 / Stable October 2019

2020 2025 2026 2027 2028 2047 2048

Debt Maturity Profile ($mm)

$600

$1,000 $1,000

$800

$600

› Long-dated maturity profile

› Ample liquidity of $2.2bn, inclusive of $0.2bn cash & $2bn credit facility (matures 

2022) with no balance at March 31, 2020

› Maintaining balance sheet strength is a priority

• Excess cash flow to reinforce balance sheet

4.375% 3.750% 4.300% 4.875% 4.850%

Investment Grade Credit Ratings



Advancing Sustainability Progress
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Reduce Flaring

Expand Water Recycling

Manage Climate Risk

↓35%

2017-2019

Company Wide 

Focus

Published Inaugural 

Report

Invest in our Team

Great Place to Work 

5 Years Running

Current environment does not deter ongoing commitment to sustainable development & improving ESG disclosures

Emissions Reduction Performance
Gross Natural Gas Produced (Bcf)

Percent of Gross Natural Gas Production Flared

3.6%

2.7%

1.6%

0.00%

0.50%

1.00%

1.50%

2.00%

2.50%

3.00%

3.50%

4.00%

0

50

100

150

200

250

300

350

400

2017 2018 2019

Consistent reduction in 

flared volumes

Advanced planning for 

production facilities and 

takeaway prior to 

placing wells online 

Surveillance of fugitive 

emissions
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Global economic 

uncertainty compounds oil 

supply/demand imbalance

With the health and safety 

of our employees, business 

partners & communities as 

our first priority, we are 

executing from a position of 

strength & focusing on what 

we can control 

OUR STRATEGIC FOCUS

Generate free cash flow

Maintain financial strength

Return capital to shareholders

Preserve operational capacity &     

high-quality inventory



Appendix



1Q20 Summary
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1Q20 Operational & Financial Highlights

Operating cash flow (OCF)

OCF before working capital 

changes

Capital expenditures

Realized price ($/Boe)

4Q19 1Q20

$40.17 $31.13

$769 $836

$801 $744

$588 $556

OCF before working capital changes and FCF are non-GAAP measures. See appendix for definitions and reconciliations to GAAP measures. Capital expenditures refers to additions to oil & natural gas properties as 

reported on the Company’s statements of cash flows. 4Q19 production includes one month of production from the New Mexico Shelf assets, which the Company sold during 4Q19.

$213 $188FCF

Oil production (MBopd)

Total production (MBoepd)

215

337

209

326

› Cost control drives strong FCF generation 

› 1Q20 total production & oil production above 

high end of guidance ranges

• 1Q20 oil production of 209 MBopd in-line with 

4Q19 divestiture-adjusted oil production of 210 

MBopd

› DC&E costs per foot tracking <$850 per foot

› Returned capital to shareholders

• Dividend of $0.20 per share, up 60% y/y

• $100mm of share repurchases in January 2020

($mm, unless noted)

Continued Strong Operational Execution



Extensive Development Program
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Horizontal Wells Drilled by Zone (Gross Operated)
Delaware Basin

~
5
,0
0
0
’

Midland Basin

~
3
,0
0
0
’

Depth, quality & scale of development  

inventory a competitive advantage

Formation 2009 - 2020 Well Count 2020

Brushy Canyon 23 -

Avalon Shale 154 -

1st Bone Spring 24 -

2nd Bone Spring 404 10

3rd Bone Spring 187 5

Wolfcamp Sands 60 5

Wolfcamp A 354 16

Wolfcamp B 34 -

Wolfcamp C 9 -

Wolfcamp D 39 -

Total 1,288 36

Formation 2009 - 2020 Well Count 2020

Middle Spraberry 53 4

Jo Mill 10 1

Lower Spraberry 173 17

Wolfcamp A 130 1

Wolfcamp B 142 6

Wolfcamp C 9 -

Wolfcamp D 3 -

Total 520 29

Optimizing multi-zone development 



Reconciliation of Net Cash Provided by Operating Activities to Operating Cash Flow 

Before Working Capital Changes and to Free Cash Flow
Non-GAAP reconciliation
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The Company provides OCF before working capital changes, which is a non-GAAP financial measure. OCF before working capital changes represents net cash provided by operating activities as determined under GAAP 

without regard to changes in operating assets and liabilities, net of acquisitions and dispositions as determined in accordance with GAAP. The Company believes OCF before working capital changes is an accepted measure 

of an oil and natural gas company’s ability to generate cash used to fund development and acquisition activities and service debt or pay dividends. Additionally, the Company provides free cash flow, which is a non-GAAP 

financial measure. Free cash flow is cash flow from operating activities before changes in working capital in excess of additions to oil and natural gas properties. The Company believes that free cash flow is useful to investors 

as it provides a measure to compare both cash flow from operating activities and additions to oil and natural gas properties across periods on a consistent basis. 

The Company previously defined free cash flow as cash flow from operating activities before changes in working capital in excess of exploration and development costs incurred. Exploration and development costs incurred 

include those costs that are capitalized or charged to expense such as geological and geophysical costs and capitalized asset retirement costs. The Company’s new calculation better aligns with the way its industry peers 

compute free cash flow and can be derived directly from line items appearing on the Company’s statement of cash flows.

These non-GAAP measures should not be considered as alternatives to, or more meaningful than, net cash provided by operating activities as an indicator of operating performance.

The following tables provide a reconciliation from the GAAP measure of net cash provided by operating activities to OCF before working capital changes and to free cash flow:

Net cash provided by operating activities $ 836 $ 623 $ 769

Changes in cash due to changes in operating assets and liabilities:

Accounts receivable (122) 111 71

Prepaid costs and other (2) (9) 1

Inventory (5)                                 -                                   1

Accounts payable (27) (11) 13

Revenue payable 8 (8) (48)

Other current liabilities 56 (5) (6)

Total working capital changes (92) 78 32

Operating cash flow before working capital changes $ 744 $ 701 $ 801

(in millions)

Operating cash flow before working capital changes $ 744 $ 701 $ 801

Additions to oil and natural gas properties (556) (918) (588)

Free Cash Flow $ 188 $ (217) $ 213

2020 2019 2019

March 31, December 31,

(in millions) 2020 2019 2019

Three Months Ended Three Months Ended

December 31,

Three Months EndedThree Months Ended

March 31,



Hedge Position
Updated as of April 30, 2020
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1
These oil derivative contracts are settled based on the New York Mercantile Exchange (“NYMEX”) – West Texas Intermediate ("WTI") calendar-month average futures price.

2
These oil derivative contracts are settled based on the Brent calendar-month average futures price.

3
The basis differential price is between Midland – WTI and Cushing – WTI. These contracts are settled on a calendar-month basis.

4
The natural gas derivative contracts are settled based on the NYMEX – Henry Hub last trading day futures price.

5
The basis differential price is between NYMEX – Henry Hub and El Paso Permian.

6
The basis differential price is between NYMEX – Henry Hub and WAHA.

2020 2021 2022

2Q 3Q 4Q Total Total Total

Oil Price Swaps - WTI1:

Volume (MBbl) 14,559               12,634               10,781               37,974               30,657               730                    

Price per Bbl 53.27$               54.10$               55.53$               54.19$               47.42$               38.68$               

Oil Price Swaps - Brent2:

Volume (MBbl) 2,031                 2,415                 2,477                 6,923                 -                     -                     

Price per Bbl 60.33$               52.33$               49.11$               53.52$               -$                   -$                   

Oil Basis Swaps3:

Volume (MBbl) 14,498               12,688               11,192               38,378               30,657               -                     

Price per Bbl (0.63)$                (0.60)$                (0.69)$                (0.64)$                0.50$                 -$                   

Natural Gas Price Swaps - HH4:

Volume (BBtu) 32,314               31,868               31,258               95,440               86,680               36,500               

Price per MMBtu 2.46$                 2.47$                 2.48$                 2.47$                 2.49$                 2.38$                 

Natural Gas Basis Swaps - HH/EPP5:

Volume (BBtu) 23,960               23,300               23,610               70,870               62,050               36,500               

Price per MMBtu (1.07)$                (1.03)$                (1.02)$                (1.04)$                (0.75)$                (0.72)$                

Natural Gas Basis Swaps - HH/WAHA6:

Volume (BBtu) 7,280                 7,970                 8,280                 23,530               18,250               7,300                 

Price per MMBtu (1.10)$                (1.05)$                (1.03)$                (1.06)$                (0.92)$                (0.85)$                


