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Energy investing at Wellington Management

WELLINGTON
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A ~US$1 trillion investment manager founded in 1929
~US$2 billion invested in energy futures
~US$30 billion invested in energy equities

~US$10 billion invested in energy debt

Asof 6 March 2018.
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Oil equities underperformed in 2017
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Calendar year 2017 Performance (%)

Global equities +24.6
Brent fUtureS ____________________________________________________________ +132 _____
Privateenergy +100
. ngh y|e|d en ergy _______________________________________________________ o
. G|0ba| energy eqmt |es ______________________________________________ +76 _____
USexploration & production ~ -10.2

Asof 31 December 2017 | Indexes used are as
follows: Global equities: MSCI All Country World
Index; Brent futures: Bloomberg Commodity Brent
Oil Price Return; Private energy: Preqin Median
Select Private Energy Fund Return; High yield energy:
Bloomberg Barclays US High Yield Index - Energy;
Global energy equities: MSCI All Country World Energy
Index; US exploration & production: SPDR S&P Qil

& Gas Exploration & Production ETF. = PAST
RESULTS ARE NOT NECESSARILY
INDICATIVE OF FUTURE RESULTS
AND AN INVESTMENT CAN LOSE
VALUE  Source: Bloomberg, MSCI, S&P and
Preqin.
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Returns for Energy Producers represent the E&P sub-
sector of the MSCI AC World Energy Index.  As of
28 February 2018, Source: MSCI, Bloomberg,

and Factset.  PAST RESULTS ARE
NOT NECESSARILY INDICATIVE
OF FUTURE RESULTS AND

AN INVESTMENT CAN LOSE
VALUE  Chart data: December 2015 - February
2018

Since 2016, spot oil has outpaced energy stocks
and long-dated futures
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Asof 31 December 2017 Source:
Bloomberg = Chart data: February 2017 - December
2022

Oil curves have shifted into backwardation
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Oil roll yield is positive again
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. 1-year roll yield for crude oil (%)

WTI implied 1-year roll yield Brent implied 1-year roll yield
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The shape of the oil curve is indicative of the realized roll yield
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. 1 year implied roll yield vs actual realized roll yield (%)
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Sources: CFTC and Bloomberg.
January 2000 - 26 January 2018,

Backwardation is attracting investor length
and offsetting growing producer hedging

. WTI oil contracts held by speculators and hedgers (#)
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New entrants have led to a surge in oil futures volumes
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Record all-time high in open interest in WTI futures driven by international growth
and the US decision to lift the export ban

Trading volumes out of China increased 30 percent in 2017 after doubling in both
2015 and 2016

WTI volumes have grown 51 percent in 2017 during non-US trading hours

Vol equity traders have moved into the energy space

All data as of 15 November 2017, Source: CME.
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The investment case for US shale equities is changing
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5 years ago...
Differentiated return and investment opportunity versus the rest of the industry

Short term flexiblity
Rising productivity
In 2018...

Many investors are challenging the business model as growth has not translated
into share price appreciation

Slower growth can improve the oil price outlook

March 2018 10




Perspectives on how the E&P business model should evolve
Perspectives from Institutional Investors
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We believe asset allocators need to see a better balance of growth and
free cash flow to allocate back to public E&P companies

“A perpetual growth model doesn’t work when everyone is questioning the
terminal value”

- US institional investor

“The market rewards what is scarce and growth is not scarce anymore in the
sector....high returns on capital are what is scarce now”

- US institional investor

“There needs to be better alignment between shareholders and management
teams...in most E&P companies insider ownership is less then 1%”

- US institional investor

The views expressed on this page are perspectives
from some of our clients that we have captured for
discussion purposes only. These views are based on
available information, and are subject to change with-
out notice. These statements are not to be relied on as
investment advice or a recommendation to buy or sell
any security.
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Oil production requires access to capital
US oil production paths at different levels of capital investment
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MMb/d
12 _
Steady investment/Most likely case © Capex $117bil
: Prod: +940kbd
Constrained activity case i Capex: $105 bil
© Prod: +920 kbd
Abundant capital case
1 :

Capex: $95 bil
Prod: +830 kbd

apex: $86 bil
Prod: +270

10

3/16 8/16 /17 6/17 1I/17E 4/18E 9/18E 2/19E 7/19E 12/19E

Actual data is presented from 1 January 2016 through
31 October 2017. Any data shown after that repre-
sents forward looking estimates. Actual results may
vary, perhaps significantly, from the estimated data
presented.  Source: IHS Markit
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Chart data: 1 January 2015 - 30 September
2017  Sources: Factset, Bernstein estimates and
analysis

Capital market access is key for shale growth

Cumulative cash flow statement, 1Q15 to 3Q17 (US$ billion)

350
Equity (Net)
300 = Asset Sales
Debt (Net)
250
== Cashburn
200 = Other Sources
= Operating Cash
150
100
50
0
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Fewer IPOs, but energy sector has still raised capital
US oil & gas — Exploration & development capital raised (US$ billion)
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Oil & gas — exploration & development capital raised
40 100

IPO (LHS) Follow on offering (LHS) US as a % of total energy capital raised (RHS)

Billions (US$)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 20l6 2017
YTD

Asof 1 October 2017~ Source: Goldman Sachs
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Debt investors are also changing their expectations
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In 2014
The sector was new, innovative and growing

Energy issued significant debt at attractive spreads

Today
The sector is more mature with greater differentiation

Fewer companies are issuing debt

Investors experienced the downturn in oil prices

As of March 2018, Source: Bloomberg.
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Energy high yield issuance has slowed
after surging in over the past decade
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Energy sector as a share of Bloomberg Barclays US High Yield Index (%)
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Asof 28 February 2018 = Source: Bloomberg
Barclays US High Yield index = Chart data: August
2000 - February 2018
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Energy interest rate spreads
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Option Adjusted Spread (bps)
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Asof 28 February 2018 = Source: Bloomberg
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Private companies have ample capital
but provide a different value proposition
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Private energy attracted capital through
Strong returns
Land value appreciation
Significant institutional investor flows into privates
Going forward, we see
Lower potential for land value appreciation
Greater long-term price uncertainty
Demand for liquidity
PAST RESULTS ARE NOT
NECESSARILY INDICATIVE OF
FUTURE RESULTS AND AN

INVESTMENT CAN LOSE VALUE.
Actual occurrences may vary fromthe forward looking
statements presented.
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Energy Upstream & Royalties and Private Energy Index
One-year rolling returns (%)
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Asof 31 December 2016~ Source: Cambridge -20
Associates. PAST RESULTS ARE 12792 12794  12/96 12/98  12/00 12/02 12/04 12/06  12/08  12/10  12/12  12/14  12/16
NOT NECESSARILY INDICATIVE
OF FUTURE RESULTS AND

AN INVESTMENT CAN LOSE
VALUE. Theindexisa horizon calculation based
on data compiled from 348 energy related fund
(including 87 Energy Upstream & Royalties, 189 US
Private Equity Energy and 72 ex US Private Equity
Energy funds), including fully liquidated partnerships,
formed between 1986 and 2016. All returns are net of
fees, expenses and carried interest.
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Summary
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We believe the financing outlook is uneven across asset classes

Oil futures benefit from backwardation

Privates have significant capital available to deploy
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Important notice
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Wellington Management Company LLP (WMC) is an independently owned investment adviser registered with the US Securities and Exchange Commission (SEC). WMC is also a commodity trading
advisor (CTA) registered with the US Commodity Futures Trading Commission. In certain circumstances, WMC provides commeodity trading advice to clients in reliance on exemptions from CTA
registration. In the US for ERISA clients, WMC is providing this material solely for sales and marketing purposes and not as an investment advice fiduciary under ERISA or the Internal Revenue Code.
WMC has a financial interest in offering its products and services and is not committing to provide impartial investment advice or give advice in a fiduciary capacity in connection with those sales
and marketing activities. WMC, along with its affiliates (collectively, Wellington Management), provides investment management and investment advisory services to institutions around the world.
Located in Boston, Massachusetts, Wellington Management also has offices in Chicago, lllinois; Radnor, Pennsylvania; San Francisco, California; Beijing: Frankfurt; Hong Kong: London; Luxembourg;
Singapore; Sydney; Tokyo; and Zurich. m This material is prepared for, and authorized for internal use by, designated institutional and professional investors and their consultants or for such other
use as may be authorized by Wellington Management. This material and/or its contents are current at the time of writing and may not be reproduced or distributed in whole or in part, for any purpose,
without the express written consent of Wellington Management. This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or
other securities. Investors should always obtain and read an up-to-date investment services description or prospectus before deciding whether to appoint an investment manager or to investin a
fund. Any views expressed herein are those of the author(s), are based on available information, and are subject to change without notice. Individual portfolic management teams may hold different
views and may make different investment decisions for different clients.

In Canada, this material is provided by Wellington Management Canada LLC, a US SEC-registered investment adviser also registered in the provinces of Alberta, British Columbia, Manitoba, New
Brunswick, Newfoundland and Labrador, Nova Scotia, Ontario, Prince Edward Island, Quebec, and Saskatchewan in the categories of Portfolio Manager and Exempt Market Dealer. m In the UK, this
material is provided by Wellington Management International Limited (WMIL), a firm authorized and regulated by the Financial Conduct Authority (FCA). This material is directed only at persons
(Relevant Persons) who are classified as eligible counterparties or professional clients under the rules of the FCA. This material must not be acted on or relied on by persons who are not Relevant
Persons. Any investment or investment service to which this material relates is available only to Relevant Persons and will be engaged in only with Relevant Persons. m In Germany, this material is
provided by Wellington Management International Limited, Niederlassung Deutschland, the German branch of WMIL, which is authorized and regulated by the FCA and in respect of certain aspects of
its activities by the Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin). This material is directed only at persons (Relevant Persons) who are classified as eligible counterparties or professional
clients under the German Securities Trading Act. This material does not constitute investment advice, a solicitation to invest in financial instruments or financial analysis within the meaning of Section
34b of the German Securities Trading Act. It does not meet all legal requirements designed to guarantee the independence of financial analyses and is not subject to any prohibition on dealing ahead
of the publication of financial analyses. This material does not constitute a prospectus for the purposes of the German Capital Investment Code, the German Securities Sales Prospectus Act or the
German Securities Prospectus Act. m InHong Kong, this material is provided to you by Wellington Management Hong Kong Limited (WM Hong Kong), a corporation licensed by the Securities and
Futures Commission to conduct Type 1 (dealing in securities), Type 2 (dealing in futures contracts), Type 4 (advising on securities), and Type 9 (asset management) regulated activities, on the basis
that you are a Professional Investor as defined in the Securities and Futures Ordinance. By accepting this material you acknowledge and agree that this material is provided for your use only and that
you will not distribute or otherwise make this material available to any person. m In Singapore, this material is provided for your use only by Wellington Management Singapore Pte Ltd (WM Singapore)
(Registration Number 201415544E). WM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services Licence to conduct fund management activities and is an
exempt financial adviser. By accepting this material you represent that you are a non-retail investor and that you will not copy, distribute or otherwise make this material available to any person. m In
Australia, Wellington Management Australia Pty Ltd (WM Australia) (ABN19 167 091 090) has authorized the issue of this material for use solely by wholesale clients (as defined in the Corporations
Act 2001). By accepting this material, you acknowledge and agree that this material is provided for your use only and that you will not distribute or otherwise make this material available to any
person. Wellington Management Company LLP is exempt from the requirement to hold an Australian financial services licence (AFSL) under the Corporations Act 2001 in respect of financial services.
A registered investment adviser regulated by the SEC, among others, is exempt from the need to hold an AFSL for financial services provided to Australian wholesale clients on certain conditions.
Financial services provided by Wellington Management Company LLP are regulated by the SEC under the laws and regulatory requirements of the United States, which are different from the laws
applying in Australia. m InJapan, Wellington Management Japan Pte Ltd (WM Japan) (Registration Number 199504987R) has beenregistered as a Financial Instruments Firm with registered number:
Director General of Kanto Local Finance Bureau (Kin-Sho) Number 428. WM Japan is a member of the Japan Investment Advisers Association (JIAA) and the Investment Trusts Association, Japan
(ITA). m WMIL, WM Hong Kong, WM Japan, and WM Singapore are also registered as investment advisers with the SEC; however, they will comply with the substantive provisions of the US Investment
Advisers Act only with respect to their US clients.

©2017 Wellington Management. All rights reserved. = As of June 2017
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