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Who is Buying and What is Selling
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Subject Matter Areas

I.Industry Condition

II. M&A

III. Valuation Metrics

IV. Change in Property Values

V. Bankruptcy and Debt
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U.S. Industry Condition
Efficiency gets better and better
Costs come down
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Industry Stress

• Zombie firms barely manage to pay their bills and service debt.

• Don’t earn enough to ensure sustained growth production 

• Rig count at sub 438 from 1609 peak in October 2014. 

Lowest since 1948 - maybe the 1860’s

•2016-Some E&P’s are having to choose among reorganization, liquidation 

(Chapter 11 or 7) or asset sales
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Source: Barclays Equity Research as of 4/25/16 Note: Includes estimates, as well as reported and unrevised spending. 
May not include revisions of Barclays Interim 2016 EP Spending Update (3/18/16) PetroCap LLC

150 projects delayed or placed on hold 
Represent 125 billion BOE of resources and 13 MMBOE/D of liquids production
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U.S. M&A
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• 2015-Slowest year for upstream oil and gas transactions in more than a 

decade

• Asset transaction values fell from $102 Billion in 2014 to $30 Billion in 

2015

• $30 Billion in offers to purchase assets in 2015 were rejected

• Banks encouraging asset sales by borrowers with hedges expiring and 

negative cash flow

• Private equity holding off buying because no one knows where the 

bottom is, however most well funded

M&A Evolution
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Likely Asset Acquirers - 2016

Private Equity:

• Entities will compete with public companies and other buyers to drive 

up A&D values and activity 

• Companies looking for low cost entry point

• Large well capitalized companies building portfolios

• $100 Billion earmarked for O&G investments for low price environment

Large well capitalized companies building portfolios
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Drastic Change in Valuation Metrics
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Always an Exception

•QEP Purchases Assets in Northern Midland Basin

•Deal Value $600 Million

•Effective date April 2016 - Close September 2016

•9,400 Net Acres in Martin County

•430 Horizontal drilling locations

•Current production 1.4 MBOE/D (96 vertical wells)

•Proved reserve valuation $7.89/BOE

•$/Acre $58,000

Great Rock!
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Change in Property Values
2014-2015
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Market Impact on Sales 2014 vs. 2015

Increase in Total Actual Sales
$933,018

Decrease in Number of Properties Sold
947

$283,717,780 $284,650,798

1

10

100

1,000

10,000

100,000

1,000,000

10,000,000

100,000,000

1,000,000,000

2014 2015

Sales $MM #Properties

275,000,000

3753 2806

18



EnergyNet Property Mix - 2014 vs 2015

40%

3%

57%
$8,226,535

2014 Sales 

3%

Auction         State         Sealed Bid

$80,163,815

$27,891,733

2015 Sales

62%
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$114,190,457

$161,300,788 $176,829,718
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Oil & Gas Bankruptcy Filings March on
Debt Grows
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Source: Bloomberg as of 5/1/16 and TPH Research as of 3/15/16. Upstream MLP Index includes: BBEP, LINE, EVEP, LGCY, LRE, VNR, ARP and MCEP, which PetroCap believes are the most widely held upstream MLPs.  Small-Cap E&P Index 
includes: GDP, GST, JONE, MPO, HK, SD, XCO, SN, CPE, NOG, REXX, CHK, CRZO, EGN, ECA, EPE, LPI, MRD, SWN, WLL, OAS, WPX, PE, QEP, RICE, SGY and SM, which are considered small-cap by Tudor Pickering Holt Research as of 5/5/16.  
Mid-Cap Index includes: AR, CLR, COG, CXO, DVN, EQT, FANG, MRO, NFX, RRC and XEC, which are considered mid-cap by Tudor Pickering Holt Research as of 5/5/16. Large-Cap Index includes: APA, APC, EOG, NBL, OXY and PXD, which are 
considered large-cap by Tudor Pickering Holt Research as of 5/5/16.   All indices are equal-weighted. PetroCap LLC 21



22



Summary
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• The market has been through periods of volatility in the past and there will 
likely be others in the future.

• No one has a clear crystal ball so no accurate forecast as to when or how the 
market will rebound, but it always does!

• There is still a demand for properties and leases, as visionaries purse good 
values for properties, planning on a positive future return.

• The “formation” and ability to apply technology at reduced capex will be 
factors that determine which areas bidders will seek highly.

• Expect some former “major players” to drop out due to bankruptcy.

• In the meantime, expect bidders to be selective, offers to be less than 
previous years, but competition will create greater value.

Summary:
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Confidential – Do not copy or distribute. The information herein is being provided in confidence and may not be reproduced or further 
disseminated without the permission of EnergyNet.com, Inc. The information contained in this document is subject to change without notice. 
All Sellers and Purchasers must be “accredited investors” and/or “qualified purchasers” as defined in applicable securities laws before they 
can purchase properties on the EnergyNet Website. 

Past performance does not guarantee future results. Performance during time periods shown is limited and does not reflect the performance 
in different economic and market cycles.  There can be no assurance that similar performance will be experienced.   Oil and gas prices can 
be volatile.  A purchaser could lose all or a substantial amount of his or her investment. 

There are various restrictions on the transfer of certain oil and gas property interests. No public or other market for these interests exists or 
is likely to develop. 

The business of investing in oil and gas properties is highly competitive. 
Prices for oil and gas are volatile – decreases or increases may negatively impact the value of properties and the amount of cash flow that a 
property may yield. 

Environmental laws and other legislation and governmental regulations may adversely affect the value of oil and gas properties. 

Because private oil and gas investments are illiquid, Purchasers may have difficulty disposing of their investments at optimal times or at 
optimal value. 

The information in this presentation contains "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act 
of 1995.  These statements can be identified by the fact that they do not relate strictly to historical or current facts.  Forward-looking 
statements often include words such as "anticipates," "estimates," "expects," "projects," "intends," "plans," "believes" and words and terms 
of similar substance in connection with discussions of future operating or financial performance.  

These forward-looking statements are based on our current expectations and assumptions regarding EnergyNet’s performance, the 
economy and other future conditions and forecasts of future events, circumstances and results.  As with any projection or forecast, they are 
inherently susceptible to uncertainty and changes in circumstances.  EnergyNet’s actual results may vary materially from those expressed 
or implied in its forward-looking statements.

Safe Harbor Statement
Important Notes and Disclosures
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