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Welcome to the Tortoise QuickTake podcast. Thank you for joining us. Today, Tortoise provides a timely update on 
trending topics in the market. 
 

Hello. I am Tortoise Managing Director and Portfolio Manager Brian Kessens with this week’s QuickTake podcast. 

Halloween came early this year in Kansas City. The sight of Chiefs quarterback Patrick Mahomes laying still as a mummy on 
the ground with a deformed leg joint, filled fans with fear, horror, and panic. Stomachs churned, eyes closed and beer spilled 
at the thought of a promising football season ending in an instant. Fortunately, Mahomes was seen walking later in the game 
and there was nothing horrific to the start of energy earnings season.  

Kinder Morgan kicked off third quarter midstream earnings, reporting in-line with expectations. Specifically, natural gas 
transport volumes showed continued strength, higher by 13% year over year with the largest gains from Permian and LNG 
feed activity and coal to gas fuel switching for power generation. Related to the sale of Kinder Morgan Canada, the company 
expects to use the proceeds for a combination of debt reduction, capex financing and share repurchases. Kinder also noted 
that interest in its assets from private equity and others is strong and at multiples above KMI’s current multiple. 

The largest oilfield service company, Schlumberger, reported results slightly ahead of estimates. The quarter was helped by 
production and hurt by drilling, and included a $12.7 billion pre-tax non-cash impairment charge. Yes, recent service 
acquisitions haven’t worked out so well, bye to goodwill. The company also guided to improving international performance in 
2020 while North America will be softer. Management noted its key focus is to improve return on capital by growing free cash 
flow. As such, expect Schlumberger to be work toward margin improvement. Mahomes managed to start walking around 
after simply getting his kneecap popped back into place. Expect oilfield service margin improvement to be a tougher 
challenge. 

What was Mahomes doing running a quarterback sneak in the first place, already having a very tender left ankle? 
Questionable call by the Chiefs offensive brain trust, and there were two questionable calls last week by energy 
management teams. 

First, in corporate acquisition news, Parsley Energy agreed to acquire Jagged Peak Energy for $2.3 billion in an all-stock 
deal. The exchange ratio implied an 11.2% premium to Jagged Peak’s previous close. Rationale for the transaction included 
overlapping acreage in the Permian’s Delaware basin that can drive $40 to $50 million in annual operating synergies. 
Parsley expects the purchase to be accretive to cash flow generation and to increase the percent of oil to total production. 
While we think upstream consolidation in the current environment makes sense, we were surprised to see Parsley as a 
buyer, viewing the company as more of a seller. Further, we think stock for stock combinations of small to mid-caps are 
much less compelling than all cash acquisitions by larger producers. 

Second, DTE Energy announced an agreement to acquire a natural gas gathering system in the Haynesville Shale for $2.25 
billion plus a $400 million milestone payment. While predominantly a regulated utility company, DTE management desired to 
make a big midstream acquisition and this asset fits that description. The associated revenues are backed by long-term 
contracts with Indigo Natural Resources. Who’s Indigo? The company is one of the largest private producers and the largest 
natural gas producer in Louisiana. Indigo also has a strong balance sheet with leverage at 1.0x debt / EBITDA. DTE intends 
to finance the acquisition with an equal mix of mandatory convertible equity and debt. The transaction is immediately 
accretive and accelerates achievement of DTE's five-year investment plan to invest $4-$5 billion in midstream. This 
transaction continues a trend of traditional utilities, along with private equity, acquiring midstream assets. Specific to DTE, we 
understand the intent to grow midstream, yet we think Haynesville gathering assets may not have been the best way to grow 
DTE’s midstream footprint given this is a new basin for DTE and the Haynesville is a basin hard pressed to grow production 
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in the current low natural gas price environment. Given management’s strong track record, for now, they likely get the benefit 
of the doubt. 

With my mind on the pigskin, I almost forgot performance. Crude oil was softer by 1.7% with natural gas inching slightly 
higher. MLPs shed 0.5% and broader energy slid 1.5%. I wish energy valuations were as easy to snap back into place as a 
kneecap. 

This week, energy earnings ramp in a bigger way with several large cap leaders reporting. We’re expecting constructive 
reports. Oh, and as for Mahomes, we probably won’t see him for three weeks. Yet don’t worry, Tortoise will be here next 
week right on schedule.  

Thank you for joining us. And stay tuned for our next cast. Have topics you want covered or other feedback to 
share? Write us at info@tortoiseadvisors.com. 
 
The S&P 500® Index is a market-value weighted index of equity securities. 

The PCE inflation rate is the Personal Consumption Expenditures Price Index. It measures price changes for household 
goods and services. Increases in the PCEPI warn of inflation while decreases indicate deflation. 
 
Broad Energy = The S&P Energy Select Sector® Index is a capitalization-weighted index of S&P 500® Index companies 
in the energy sector involved in the development or production of energy products. 
 
Producers = Tortoise North American Oil & Gas Producers IndexSM 
The Tortoise North American Oil & Gas Producers IndexSM is a float-adjusted, capitalization weighted index of North 
American energy companies primarily engaged in the production of crude oil, condensate, natural gas or natural gas liquids 
(NGLs). The index includes exploration and production companies structured as corporations, limited liability companies and 
master limited partnerships but excludes United States royalty trusts. 
 
MLPs = The Tortoise MLP Index® is a float-adjusted, capitalization weighted index of energy master limited partnerships 
(MLPs). The index is comprised of publicly traded companies organized in the form of limited partnerships or limited liability 
companies engaged in transportation, production, processing and/or storage of energy commodities. 
 
The indices are the exclusive property of Tortoise Index Solutions, LLC, which has contracted with S&P Opco, LLC (a 
subsidiary of S&P Dow Jones Indices LLC) (“S&P Dow Jones Indices”) to calculate and maintain the Tortoise MLP Index®, 
Tortoise North American Pipeline IndexSM and Tortoise North American Oil and Gas Producers IndexSM (each an “Index”). 
S&P® is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”); Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and, these trademarks have been licensed to S&P Dow 
Jones Indices. “Calculated by S&P Dow Jones Indices” and its related stylized mark(s) have been licensed for use by 
Tortoise Index Solutions, LLC and its affiliates. Neither S&P Dow Jones Indices, SPFS, Dow Jones nor any of their affiliates 
sponsor and promote the Index and none shall be liable for any errors or omissions in calculating the Index. 
 
Disclaimer: Nothing contained in this communication constitutes tax, legal, or investment advice. Investors must consult 
their tax advisor or legal counsel for advice and information concerning their particular situation. This podcast contains 
certain statements that may include “forward-looking statements.” All statements, other than statements of historical fact, 
included herein are “forward-looking statements.” Although Tortoise believes that the expectations reflected in these forward-
looking statements are reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove 
to be incorrect. Actual events could differ materially from those anticipated in these forward-looking statements as a result of 
a variety of factors. You should not place undue reliance on these forward-looking statements. This podcast reflects our 
views and opinions as of the date herein, which are subject to change at any time based on market and other conditions. We 
disclaim any responsibility to update these views. These views should not be relied on as investment advice or an indication 
of trading intention. Discussion or analysis of any specific company-related news or investment sectors are meant primarily 
as a result of recent newsworthy events surrounding those companies or by way of providing updates on certain sectors of 
the market. Tortoise, through its family of registered investment advisers, does provide investment advice to Tortoise related 
funds and others that includes investment into those sectors or companies discussed in these podcasts. As a result, Tortoise 
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does stand to beneficially profit from any rise in value from many of the companies mentioned herein including companies 
within the investment sectors broadly discussed.  
 
 
 


