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Our low cost 
structure, strong 
balance sheet, 
razor-sharp 
fi nancial discipline 
and nimbleness 
to respond are 
still the keys to 
our success. 

In 2011, we achieved 
the highest earnings, 
EBITDA(1), production 
and reserves in our 
company’s history.

The high quality of our 
Fayetteville and 
Marcellus Shale assets 
will allow us to grow 
profi tably, while our 
New Ventures ideas 
have begun to bloom and 
provide the potential for 
2012 to be one of the 
most exciting years ever. 

Our Formula was proven 
again in 2011. Like 
the simple machines 
that have transformed 
the way all of us live, the 
Right People focusing 
on the right Assets has 
yielded another year 
of outstanding results.  

2011

 (1) EBITDA is a non-GAAP fi nancial measure.



We believe that simplicity 
is an advantage. Like a 
lever, a ramp, a screw or a 
pulley, it focuses energy to 
the task and accomplishes 
astonishing results.”
 Steven L. Mueller, President & Chief Executive Officer

“



As I write this letter, it is difficult to reflect on the records set by Southwestern Energy in 2011. To be clear, I am 
proud about what our staff has been able to accomplish. New company records were set in almost every category–
earnings, EBITDA, production and reserves. Our learning in the Fayetteville Shale has enabled individual well costs 
to remain flat for the fourth year in a row, while drilling times continued to decrease and horizontal lateral lengths 
continued to increase. Drilling ramped up in the Marcellus Shale and production at year-end was more than 
100 MMcf per day with plans of exiting 2012 at nearly 300 MMcf per day. We announced a new project targeting 
oil in southern Arkansas and northern Louisiana and shot 2-D seismic to help us locate wells in our exploration 
prospect in New Brunswick to be drilled later in 2012.  

It was a great year but things have already radically changed in 2012. Since late 2011, NYMEX natural gas 
prices have dropped from above $4.00 per MMBtu to below $2.50 per MMBtu. The warm winter across the 
country has added to the oversupply and we will enter the storage refill season with record high natural gas 
storage levels. It seems bleak in the near term for our industry, but Southwestern Energy is poised to have one 
of the most exciting years in history.

Like our peers, we must adapt to today’s changes. The cover and pictures throughout this annual report provide 
the hints for how we are responding. We believe that simplicity is an advantage. Like a lever, a ramp, a screw or a 
pulley, it focuses energy to the task and accomplishes astonishing results.  

The pulley system on the cover of this Annual Report was chosen because each new line added to a pulley 
reduces the force needed to successfully lift an object. SWN has been steadily adding cables to its pulley system 
for the last several years. The basic block and tackle is our formula–             . 

The first and most important cable is our curiosity. Continually asking “why” and “why not” when confronted by 
anomalies is the reason we were able to identify excellent acreage positions in the Fayetteville and Marcellus 
Shales–two of the best gas resources in North America. Curiosity is the basis for our confidence that other new 
projects will be successful in the future and it drives our low cost structure and process innovation.

The second cable in the pulley system is our engagement, both within the communities where we work and with 
those impacted by the energy we provide. Natural gas is a national treasure and it is important that every citizen be 
part of the discussion about how best to produce and use this treasure.

The third cable is our purposeful agility. The world economy has created high volatility that is multiplied by the 
shale revolution occurring in North America. It can be exploited only through flexibility that responds rapidly to 
change combined with decisive actions and the economic savvy to understand real value today and in the future.

The fourth cable is our passion to create added value–     . Success without passion is luck. Passion drives 
us to understand new ways to thrive in times like today and keeps our focus on different ways to create value. 

We are excited about how Southwestern Energy’s simple machine will lift our company in 2012. Whether it is 
continued drilling in Arkansas or acceleration of the Marcellus, we will use the cables to focus on economic value. 
In addition, the next glimpse of our passion and curiosity will be seen as we test potentially large oil projects 
in Colorado, New Brunswick, southern Arkansas and northern Louisiana.

For some, 2012 is a year to survive. For Southwestern it is a year to focus on the simple machines and lift 
our value for our shareholders.

Sincerely,

Steven L. Mueller
President & Chief Executive Officer

 TO OUR SHAREHOLDERS:
Passion drives us to understand new ways to thrive in times 
like today and keeps our focus on different ways to create value.  3
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Operating revenues (in millions) $ 2,145.8 $ 2,610.7 $ 2,952.9
Adjusted operating income (in millions)(1) $ 872.8 $ 1,021.2 $ 1,074.8

Adjusted net income (in millions)(1) $ 522.7 $ 604.1 $ 637.8

Adjusted diluted earnings per share(1) $ 1.52 $ 1.73 $ 1.82
EBITDA (in millions)(2) $ 1,368.1 $ 1,612.3 $ 1,779.6
Capital investments (in millions) $ 1,809.1 $ 2,120.1 $ 2,207.2
Average diluted shares   343.4   349.3     349.9
 outstanding (in millions)

Total proved reserves (Bcf equivalent)  3,656.7  4,937.3  5,893.0 
Percent of reserves natural gas  100%  100%  100%
Percent of reserves proved developed  54%  55%   55%
Total production (Bcf equivalent)  300.4  404.7   500.0

Average gas price ($/Mcf) $ 5.30 $ 4.64 $ 4.19
Average oil price ($/barrel) $ 54.99 $ 76.84 $ 94.08

Finding and development cost ($/Mcfe)(3) $ 0.86 $ 1.02 $ 1.31
Production cost ($/Mcfe)(4) $ 0.86 $ 0.93 $ 0.94
Reserve replacement ratio(5)  592%  430%  299%
Reserve life (years)  12.2  12.2  11.8

Operating income (in millions) $ 122.6 $ 191.6 $ 248.0
EBITDA (in millions)(2) $ 141.9 $ 220.5 $ 285.1
Gas volumes marketed (Bcf)  382.5  495.8  611.4
Gas volumes gathered (Bcf)  387.1  588.3  745.7

Financial & Operating Highlights

FINANCIAL

EXPLORATION
& PRODUCTION

MIDSTREAM
SERVICES

 FOOTNOTES

(1) Adjusted operating income, adjusted net income and adjusted diluted EPS excludes a $907.8 million non-cash 
 ceiling test impairment ($558.3 million net of taxes) of the company’s natural gas and oil properties resulting from 
 lower natural gas prices recorded in the first quarter of 2009.

(2) EBITDA is a non-GAAP financial measure.

(3) Finding and development cost is a non-GAAP financial measure. Includes reserve revisions but excludes 
 capital related to the company’s sand facility and the purchase of drilling rig related and ancillary equipment.

(4) Production cost per Mcfe includes lease operating expenses and production taxes.

(5) Includes reserve revisions.

2011 was another 
record-setting year for 
production, reserves, 
earnings and EBITDA.

   ’09  ’10  ’11



Financial Charts
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As of December 31, 2011, we had drilled and completed 
2,380 operated wells since the commencement 
of the Fayetteville Shale play in 2004, including

 2,290 horizontal wells.   

 Like this wheelbarrow, which has two simple machines
 at work–the wheel and axle and the lever–the 
 Fayetteville Shale gives us the ability to move a significant
 amount of natural gas out of this tight source rock 
 to consumers all across America and is the base for 
 continued long-term growth.

t

t

The Fayetteville Shale play is the 
foundation upon which our company 

is built on today.

The Fayetteville 
Shale has been the main 
driver of our production and 
reserve growth since we 
announced our discovery 
of the play in 2004. In 2011, 
we invested approximately 
$1.3 billion in our Fayetteville 
Shale play, which included 
approximately $1.2 billion 
to spud 650 wells, 580 of 
which we operated. As 
a result, gross production 
from our operated wells 
in the Fayetteville Shale 
play increased from 
approximately 1,635 MMcf 
per day at the beginning of 
2011 to approximately 1,947 
MMcf per day by year-end, 
for total net production 
of 436.8 Bcf in 2011, up 
25% over last year.

 Total proved reserves 
booked in the Fayetteville 
Shale play at year-end 2011 
were approximately 5.1 Tcf, 
up 17% from reserves 
booked at the end of 2010, 
primarily driven by 1.2 Tcf 
of new reserves added at 
a finding and development 
cost of $1.13 per Mcf.

 After seven years 
since first production, 
our drilling program in the 
Fayetteville turned from 
establishing first wells in 
section to drilling multiple 
wells from a pad. We saw 
continued improvement 
in our drilling practices in 
2011, as our operated 
horizontal wells had an 
average completed well 

cost of $2.8 million per well, 
average horizontal lateral 
length of 4,836 feet and 
average time to drill to total 
depth of 8 days from 
re-entry to re-entry. This 
compared to approximately 
the same well cost in 2010 
with a shorter lateral.

 The operated wells 
we placed on production 
during 2011 averaged initial 
production rates of 3,330 
Mcf per day, compared 
to average initial production 
rates of 3,364 Mcf per day 
in 2010. During 2011, we 
placed 51 operated wells 
on production with initial 
production rates that 
exceeded 5.0 MMcf per 
day, including 6 wells that 
exceeded 6.0 MMcf per day.

 In 2012, we plan to 
invest approximately 
$1.1 billion in our Fayetteville 
Shale play, which 
includes participating in 
approximately 460 to 
470 gross wells, 425 to 
435 of which are planned 
to be operated.  

FAYETTEVILLE
SHALE
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We believe that our production and 
reserves from the Marcellus Shale 

will grow substantially over the 
next several years.

The Marcellus 
Shale will be a growth 
engine for our company for 
several years to come, and 
it provided us a preview of 
that growth in 2011. As of 
year-end 2011, we had spud 
70 wells in the Marcellus 
Shale, 23 of which were 
on production and 67 of 
which were horizontal wells. 
In 2011, we invested 
approximately $332 million 
in the Marcellus Shale, 
resulting in net production 
from this area of 23.4 Bcf, 
compared to 1.0 Bcf in 2010.  
Approximately 342 Bcf of 
our total proved net 
reserves at year-end 2011 
were attributable to the 
Marcellus Shale, up from 
38 Bcf at year-end 2010.

 Our operated 
horizontal wells had an 
average completed well cost 
of $6.4 million per well, 
average horizontal lateral 
length of 4,007 feet and an 
average of 12 fracture 
stimulation stages. This 
compares to an average 
completed operated well 
cost of $5.8 million per well, 
average horizontal lateral 
length of 3,600 feet and 
an average of 9 fracture 
stimulation stages during 
2010. The average gross 
proved reserves for the 
undeveloped wells included 
in our year-end reserves 
was approximately 7.5 Bcf 
per well, up from 3.0 Bcf
per well at year-end 2010. 

 We believe that our 
Marcellus Shale acreage 
has significant development 
potential. In 2012, we plan to 
invest approximately $526 
million. While we began the 
year running two operated 
rigs, we expect to end the 
year with four operated rigs 
and participate in a total of 
80 to 85 gross wells in 2012, 
all of which will be operated. 
The high quality of our 
Marcellus Shale assets will 
allow us to grow profitably in 
2012, as we estimate our 
production from the 
Marcellus Shale play will 
more than double and be in 
the range of 60 to 65 Bcf.
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In 2011, we invested approximately $332 million in 
the Marcellus Shale, resulting in net production from this area 

of 23.4 Bcf, compared to 1.0 Bcf in 2010.  

 The inclined plane, identified by Renaissance scientists 
 as one of the six original simple machines, reminds us of how
 our Marcellus Shale assets are steeply ramping production 
 and reserve growth into the future.

MARCELLUS
SHALE

t

t





In 2011, we began drilling in our Lower Smackover Brown Dense 
unconventional oil play located in southern Arkansas and 

northern Louisiana. We plan to drill at least 5 additional wells in 
this area during 2012. 

 One of the six simple machines identified by Renaissance 
 scientists, the lever amplifies an input force to provide a
 greater output force, thus providing “leverage.” We believe that
 our New Ventures projects have the potential to provide 
 incredible leverage for us into the future.

In 2012, we will be testing three 
New Ventures ideas, all of which separately 

have the potential to make a meaningful 
impact on our company.

As of December 
31, 2011, we held 3,600,314 
net undeveloped acres 
in connection with our 
New Ventures prospects, 
of which 2,518,518 net acres 
were located in New 
Brunswick, Canada and 
520,619 net acres related 
to the Lower Smackover 
Brown Dense (LSBD) in 
southern Arkansas and 
northern Louisiana. 

 In July 2011, we 
announced that we would 
begin testing a new 
unconventional horizontal 
oil play targeting the 
LSBD formation, an 
unconventional oil reservoir 
that ranges in vertical 
depths from 8,000 to 11,000 
feet and appears to be 
laterally extensive over a 
large area ranging in 
thickness from 300 to 550 
feet. At December 31, 2011, 
we held 520,619 net 
undeveloped acres in the 
area, obtained at an average 
cost of $375 per acre. 
In February 2012, we were 
testing our first well, 
completing our second well 
and drilling our third well. 
If our drilling program yields 
positive results, we expect 
that activity in the play could 
increase significantly over 
the next several years.

 We also disclosed 
that we held 238,057 net 
acres located in the 
Denver-Julesburg Basin in 
eastern Colorado where 
we will begin testing a new 
unconventional oil play 
targeting middle and late 
Permian to Pennsylvanian 
carbonates and shales. In 
February 2012, we submitted 
a drilling plan to the 
Colorado Oil and Gas 
Conservation Commission 
for approval to spud our first 
well in Adams County in the 
second quarter of 2012. 
A second well is planned to 
be drilled later in the year. 

 During 2011 and 2010, 
we conducted airborne 
gravity and magnetics 
surveys, surface 
geochemistry surveys and, 
as of December 31, 2011, 
had acquired 248 miles of 
2-D seismic data in New 
Brunswick, Canada, which 
represents our first venture 
outside of the United 
States. While preliminary 
interpretation has already 
begun, in 2012 we intend to 
continue our acquisition of 
approximately 130 additional 
miles of 2-D seismic 
data and plan to drill two 
stratigraphic test wells in 
the fourth quarter of 2012.   

NEW VENTURES
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In May 2011, we opened our own compressed natural gas 
(CNG) fueling station in Damascus, Arkansas. This facility serves 

as a fueling site for our CNG-powered fleet, vendors and 
residents living in and around the Fayetteville Shale play area.

 One of the last of the simple machines to be invented, the 
 screw is an inclined plane wrapped around a cylinder. It was
 first used to move a variety of materials such as water, minerals 
 and grain, much like our Midstream Services segment today,
 which not only moves a significant amount of our natural 
 gas around the country but also holds our operations together.

Our Midstream Services segment provides 
a growing stream of revenues and earnings 

due to our ability to gather and market 
natural gas from our areas of operations.  

We generate 
revenue from gathering 
fees associated with the 
transportation of natural gas 
to market and through the 
marketing of natural gas.  
Our gathering assets support 
our E&P operations and are 
currently concentrated in 
our Fayetteville Shale play in 
Arkansas and our Marcellus 
Shale play in Pennsylvania.

 Our gathering assets 
are currently concentrated 
in our Fayetteville Shale 
play, where our gathering 
system is one of the largest 
contiguous gathering 
systems in the country. 
During 2011, DeSoto 
Gathering Company 
gathered approximately 
703.6 Bcf of natural gas 
volumes in the Fayetteville 
Shale play area, including 
57.4 Bcf of natural gas from 
third-party operated wells. 
At December 31, 2011, 
DeSoto Gathering had 
installed 1,791 miles of 
pipe from the individual 
wellheads to the 
transmission lines and 
compression equipment 
representing in aggregate 
approximately 526,625 
horsepower had been 
installed at 61 central point 
gathering facilities in the 
field. Our gathering revenues 
from this area are expected 
to grow over the next few 
years largely as a result 
of increased development 
of our acreage in the 
Fayetteville Shale and the 
increased development 
activity undertaken by other 
operators in the play area.

 We also began to 
gather our own gas 
production in Pennsylvania 
in 2010 and, at year-end 
2011, Angelina Gathering 
Company had 13 miles of 
pipe and compression 
equipment representing in 
aggregate approximately 
7,100 horsepower in 
Pennsylvania. Our gathering 
revenues are expected to 
grow over the next few 
years largely as a result of 
increased development 
of our acreage in the 
Fayetteville Shale and 
Marcellus Shale and the 
increased development 
activity undertaken by other 
operators in those areas.

 Operating income 
from our Midstream Services 
segment was $248.0 
million in 2011, compared to 
$191.6 million in 2010, while 
EBITDA grew to $285.1 
million in 2011 from $220.5 
million in 2010. We plan to 
invest approximately $193 
million in our Midstream 
Services segment in 2012.

MIDSTREAM
SERVICES
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