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Facts about Locke Lord LLP

« Around 800 attorneys across the world ~
approximately 350 attorneys in Texas

* One of the largest dedicated groups of oil and
gas attorneys in the U.S.

 We represent wide range of clients in the
energy industry — from publicly traded and
privately-held oil, gas and midstream
companies to banks and other financial
Institutions providing debt or equity to oil and
gas companies
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Facts About Me

| have been married for 16 years
We have three kids who are 15, 12 and 9

My 12-year middle son Johnny is autistic and Is
awesome

| attended Abilene Christian University for

undergrad and The University of Texas School of
Law for law school

| am a huge Texas Rangers fan
Coach youth sports




Facts About Me

| thoroughly enjoy the oil and gas business
Past Chair of the Energy Law Section of
the Dallas Bar Association
Board Member and Past President of the
Texas Energy Councll
29" Annual Symposium was held on

May 11t at SMU
| am a LinkedIn user — go ahead and connect

with me
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Upstream M&A

Current Pulse of Upstream M&A?
Cardiac arrest
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Delaware Basin

Delaware Basin — Three Questions
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Delaware Basin

Delaware Basin — Fast Facts
The Delaware Basin is a multi-stacked play prospect.
More horizontally mature area than the Midland Basin, and
thus serves as the foundation for horizontal development in
the Greater Permian Basin.
Production is best split into two areas, a northern and
southern area. The northern area is known for is
advancements in horizontal development while the southern
area Is associated with vertical wells.
The prospective zones for production are located within the
Bone Springs and Wolfcamp formations, often referred to as
the WolfBone play.

DrillingInfo.com — January 2015



Delaware Basin

Texas and Permian Activity
Few key facts
Nearly 40% of all active U.S. land rigs are at work in the
Permian’s Midland, Delaware and Northwest Shelf sub-
basins, with five rigs on average joining the local fleet

every week since the first of the year.
The horizontal drilling permits that Texas issued in the

first quarter of 2017 equals more than 41% of all the
permits authorized last year.

Source: http://www.worldoil.com/magazine/2017/may-2017/features/shaletech-permian-basin



Delaware Basin

Delaware Basin — Permitting Activity in 2017

Seeking Alpha.com Article Citing DrillingInfo.com — April 6, 2017



Delaware Basin

Delaware Basin — Permitting Activity in 2017

Seeking Alpha.com Article Citing DrillingInfo.com — April 6, 2017
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Delaware Basin M&A

Deals that Happened in the Delaware Basin
Exxon acquires Bass Family holdings assets for
$6.6 B — Jan. 2017
Noble Energy acquires Clayton Williams’ Energy’s assets
for $2.7 B — April 2017
Parsley acquires Double Eagle Energy Permian’s assets for
$2.8 B — February 2017
Diamondback acquires Brigham Resources’ assets for
$2.55 B — February 2017



Delaware Basin M&A

Deals that Happened in the Delaware Basin
Marathon Oil acquires Black Mountain’s assets for
$700 MM — March 2017
EOG acquires Yates Petroleum’s assets for
$2.5 B — September 2016
RSP Permian acquires Silver Hill Energy Partners’ assets
for $2.4 B — October 2016
Oxy acquires J. Cleo Thompson’s assets for $2.0 B —
October 2016
PDC Energy Inc. acquires assets from Kimmeridge, Arris
and 299 for $1.5 B — December 2016
Silver Run Acquisition Corp. through a reverse merger
acquires Cenntennial and Riverstone for $1.0 B — October
2016



Delaware Basin M&A

Deals that Are Happening . . ..
Incredible interest in this area
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Source: QOiIl
and Gas
Investor



Scoop and Stack

Scoop and Stack — Fast Facts
Both In a liquids window In the eastern Anadarko

Basin in central Oklahoma
Each is an acronym for a geographical—rather than

a geological—reference
South Central Oklahoma Oil Province (SCOOP)
and Sooner Trend Anadarko Basin Canadian and

Kingfisher Counties (STACK) plays



Scoop and Stack

Scoop and Stack — Fast Facts
Both target the liquids-rich, Upper Devonian-age
Woodford. But Stack also targets a shale horizon in
the overlying, Mississippian-age Meramec group
that is mostly carbonate
Scoop’s secondary target is a shale horizon in the
overlying—also Mississippian in age and mostly
sandstone—Springer group



Scoop and Stack

Scoop and Stack — Two Questions
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Scoop and Stack M&A

Deals that Happened in the Scoop and Stack
Gulfport Energy acquires assets from Vitruvian |l for
$1.85 B — February 2017
Marathon acquires PayRock Energy Holdings’
STACK assets for $888 MM -June 2016
Devon acquires Felix Energy’s STACK assets for
$1.9 B - 2015
Sanchez and Gastar with announced transactions
with no details about amount



Scoop and Stack M&A

Deals that Are Happening
Good Interest In these areas — not as much as the
Delaware
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Non-Core

Non-core — Areas
Eagleford
Bakken
Haynesville
Marcellus
Utica
Barnett
Los Angeles
Offshore
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Non-Core — M&A

Deals that Have Happened
Range merges with Memorial Resources for $4.2 B
for N. Louisiana assets — September 2016
Rice acquires assets from Vantage for $2.7 B —
October 2016
Anadarko acquires GOM assets from the Freeport-
McMoRan for $2.2 B — December 2016
Castleton acquires Anadarko assets in N. Louisiana
and E. Texas for $1.0 B — December 2016
Merit Energy acquires Wyoming assets from
Marathon for $870 MM — November 2016



Non-Core — M&A

Deals that Are Happening
Very strong deal flow and opportunity
Big guys are getting focused
Small guys have money to burn and yearn for
production of any kind
363 sales still a factor
Debt financing is VERY tight



Upstream M&A Observations

Observations Across Any Deal

It is a seller’s world — all buyers are just living in it
Bid high
Be willing to get creative
The smaller the seller — the more room to be creative
The bigger the seller — the less likely they want to
hear your creative strategy — they want out of the
liabilities, employees, and time wasted to move on

I-banks/brokers running the shows
Everything is electronic

Engineers working up deals at the I-banks/brokers
PSA process
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Midstream Development

Current Pulse of Midstream Development ?
Cardiac arrest
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Midstream Development

Projects Across the U.S.
Let’s look at the Simdex list of projects:
http://www.simdex.com/resources/pipeline projects
list/
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Midstream Development

Specific Large Projects in Texas
The BridgeTex pipeline is a joint venture of Magellan
Midstream Partners and Plains All American with 300,000
barrels a day from Colorado City to Houston.
Plains’ Cactus Pipeline from McCamey to Gardendale in the
Eagle Ford had initial capacity of 250,000 barrels a day. It
was expanded this year to 330,000 barrels a day. At
Gardendale, the pipeline links to the Enterprise Products
Partners Eagle Ford pipeline to Houston and the
Plains/Enterprise JV pipeline to Corpus Christi.

Source: Midland Reporter Telegram



Midstream Development

Specific Large Projects in Texas
Sunoco Logistics’ 200,000-barrel-a-day Permian
Express |l carries crude from Garden City to
Nederland/Port Arthur.
The Sunoco Logisitcs-Vitol joint venture Sunvit
connector carries 200,000 barrels a day between
Midland and Garden City.
Enterprise has proposed a pipeline between
Midland and Sealy that will carry 450,000 barrels a
day to Houston if it comes online as expected In
mid-2018.



Midstream Development

Specific Gap-Filling Projects in Texas
Medallion Midstream has expanded its Wolfcamp Connector
pipeline several times. The 105,000-barrel-a-day pipeline
initially consisted of 60 miles between Garden City and
Colorado City. Several extensions have been completed or
are under construction.
Concho Resources and Frontier Energy Services jointly own
the Alpha Crude Connector, a 400-mile crude oll gathering
system now operating in southeast New Mexico and Texas
with initial capacity of 100,000 barrels a day. This pipeline
provides access to multiple downstream markets via
iInterconnects with Plains, Enterprise and Sunoco pipelines.



Midstream Development

Specific Gap-Filling Projects in Texas
Rangeland Energy has established an integrated hub
comprised of a gathering system with both rail and pipeline
serving Delaware Basin operators. The 125,000-barrel-per-
day RIO pipeline runs from the Texas/New Mexico state line
In Loving County to Midland and came online in early
September. The pipeline is a joint venture with two-thirds
owned by Rangeland and one-third by Delek Logistics, part
of refiner Delek U.S. Holdings, the anchor shipper on the
pipeline. The RIO rail hub is connected to the BNSF railroad
and handles inbound deliveries of sand proppant and drilling
equipment.



Midstream Development

Observations
Increased drilling activity in the U.S. in the past 10 years left
producers without the right midstream infrastructure
Midstream companies and their capital providers are fighting
to keep up
Good activity and access to capital dominate the scene
Massive development in core areas but good development
In non-core areas as well
E&P companies investing in this space



Midstream Development

Key Strategies for E&P companies
Use dedication for lower rates and control and perhaps $$$
to invest now in E&P business
Lots of competition — pick partner carefully
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Equity Financing
Current Pulse of Equity Financing for Energy Deals?
Marathon Pace
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Equity Financing
IPO’s
Extraction — October 2016

Wildhorse — November 2016

Jagged Peak — January 2017
Kimbell Royalty Partners - February 2017

Vine Resources — April 2017

Source: Oilprice.com ~ Article dated March 6, 2017
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Debt Financing

Current Pulse of Equity Financing for Energy Deals?
Faint Heartbeat




Debt Financing

Reasons Behind the Faint Heartbeat
Energy loan portfolios that looked bad at $30/bbl oil
don’'t necessarily look better at $50/bbl oil
Economics in core areas work at $50/bbl for oil and
gas companies to make money but hard to find
cushion that traditional lenders want



Debt Financing

Observations
Interesting time for non-energy lenders to become
energy lenders — no bad book of loans to work out
of
Non-regulated lenders (debt funds) entering the
space
Interesting to see if high-yield bonds will be back
back in vogue soon
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