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Shift in U.S. Upstream Business Models

Publics moderating growth to focus on shareholder returns, Privates may backfill supply

Public Strategy Pre-2018

M Growth focused business models predicated on well-
level economics

M Investors willing to finance development through
heavy equity and debt issuance

B Outspending cash flow to drive net asset value (NAV)
was the name of the game

B Management teams extremely comfortable with
elevated leverage metrics predicated on high
commodity prices

B Highly fragmented market in both the public and
private sides of the industry
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Public Strategy in 2021+

M Shift towards moderate growth and free cash flow
generation

B Commitment to limit reinvestment of capex to 70-
80% of cash flow (or lower)

B Commitment to capping growth in the mid-single
digits for most public operators as the industry has
begun to realize the impacts of U.S. production on
broader macro trends

M Limited access to equity funding and a shift towards
a business model that materially increases
shareholder returns via common & variable dividends
and buybacks

B Significant consolidation in the public and private
space, with more likely on the horizon




Private E&P summary

Continued (modest) above forecast rig profile and type curve upside pushes our estimates slightly higher

Summary takeaway: still healthy growth, with some puts and Private Horizontal Rig Count
takes. In keeping with our approach of modeling private activity and
volumes alongside our assessment of the outlook for public E&Ps and mPermian = Eagle Ford =Bakken mNiobrara = Anadarko

integrateds, we’ve refreshed our outlook for 2022 with private rigs

through September and PDP and type curves updated through mid- 200

year. Overall, our revised outlook still envisions a healthy level of 180

growth in 2022 in the ~400mbpd range, up from 340mbpd previously, 160

as upside to both activity and improved well results in the Permian, 140

Eagle Ford, and Bakken lift our outlook, offset to some extent by 120

reduced outlooks in the DJ/Niobrara and Anadarko. 100

Moving pieces in our revised rig outlook. Since our June update, the 80 +|11 'n Fhe Core 5 oll
various basins have added five rigs, with the primary additions coming 60 P iysdzltr;c(z)?ctirt\]huene
in the Eagle Ford, Bakken, and Anadarko, the Permian largely in-line, 40 baFc):kfiIIed DP.rigs)
and negative trends vs. our forecasts in the DJ/Niobrara. Our prior 20

modeling had envisioned 162 rigs on average in Q4’21 and 166 rigs to 0

kick off 2022, with our updated estimates baking in additions to date Jan-20 May-20 Sep-20 Jan-21 May-21 Sep-21 Jan-22 May-22 Sep-22
revising our Q4’21 estimate to ~180 rigs and our 2022 forecast at 180

rigs.

Moving pieces in our revised production outlook. Whereas our prior
update had focused more on changes in rig additions vs. our prior
outlook, as we’ve gotten a better indication on productivity trends in
2021 our updated outlook for volumes also features shifts in results

Historical Production from Private Operators* (mbpd)
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across various basins. Notably, improved 6-month oil cumuls. in the 1,800
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Summary outlook
Continuing to forecast a healthy amount of growth in 2022

Historical and Forecast Shale Oil Production (mbpd)
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Historical and Forecast Rig Counts
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Permian summary

Little change to our forecasts of significant growth in 2022

Production (mbpd)
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Horizontal Rig Count
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As Private Assets Trade Hands to Public Market, Expecting Lower Growth
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Company was acquired by Pioneer this year,
where drilling activity was cut with plans to
move towards maintenance capital in the near
term and mid-single digit growth in the long
term. As more privates are acquired, we
would expect a similar outlook from a capital
allocation and activity perspective.
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Private Operator Example 2

Exceedingly strong growth leads to full inventory depletion
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Electric Vehicle Set for Robust Growth Through 2030

Top ten countries we model reach >40% of sales being electric by end of this decade
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Peak Gasoline Demand Still A Ways Off

Even with rising EV sales, slow fleet turnover mitigates near term demand risk
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Higher Prices Unlikely to Lead to Material Capex Expansion This Cycle

Capital discipline, return of capital, shale inventory
depletion, and shift from upstream investments leads to
$120,000 mid-single growth rate CAGR though 2025
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Pulling it All Together

US production growth set to ramp in 2022 and 2023, but materially decelerates by 2025
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GENERAL DISCLOSURES

For a glossary of oil patch terms, abbreviations, slang and stock tickers, click here: TPH
Glossary.

To unsubscribe from this mailing list, please send an email to
TPHEnergyResearch@tphco.com.

To unsubscribe from all communications under Canadian Anti-Spam Legislation, follow this link:

UnsubscribeCanada@TPHco.com.

FINRA 2241 and IIROC Rule 3400 requires certain disclosure and compliance in research
reports. In general, Tudor, Pickering, Holt & Co. Securities, LLC and its Canadian registered
affiliate, Tudor, Pickering, Holt & Co. Securities — Canada, ULC, are in compliance with the
above-noted rules where they apply. The Firm does not receive compensation for any non-
securities related services.

This product constitutes a compendium report (i.e. it covers six or more subject companies). As
such, Tudor, Pickering, Holt & Co. chooses to provide specific disclosures for the subject
companies by reference. To access conflict of interest and other disclosures for the subject
companies, clients should refer to www.tphco.com.

REGULATORY DISCLOSURES

Analyst Certification

We, Matt Portillo, do hereby certify that, to the best of our knowledge, the views and opinions in
this research report accurately reflect our personal views about the company and its

securities. We have not nor will we receive direct or indirect compensation in return for
expressing specific recommendations or viewpoints in this report.

Content Creation
The following Analysts were involved in creating or supervising the content of this research
report: Matt Portillo

The following Tudor, Pickering, Holt & Co. affiliates have contributed to this research report: (1)
Tudor, Pickering, Holt & Co. Securities, LLC.

Institutional Communication Only

Under FINRA Rule 2210, Tudor, Pickering, Holt & Co. Securities, LLC email communications
are deemed institutional sales material and are not meant for distribution to retail investors.
Recipients should not forward TPH email communications to a retail investor.

Market Making Activities

Neither Tudor, Pickering, Holt & Co. Securities, LLC nor Tudor, Pickering, Holt & Co. Securities
— Canada, ULC were making a market in any of the subject companies’ securities at the time
this report was published.

Material Conflict Disclosure

Financial Interest in Subject Companies

One or more of the Firm’s Research Analysts (or members of their household) have a long stock
position in securities of the following companies:

Energy Transfer LP , Kinder Morgan Inc., Pembina Pipeline Corp

None of the Firm’s Research Analysts (or members of their household) are currently holding a
short position in any company on the Firm’s coverage universe. Tudor, Pickering, Holt & Co.
and its affiliates do not own 1% or more of the outstanding shares of any active covered
company in our research universe.

OTHER DISCLOSURES

Canada

In accordance with the Canadian Anti-Spam Legislation, TPHC has implied consent from you as
a member of the investment community with whom we have already established a relationship
through business discussions or dealings, or your email address was made available to TPHC.
However, if you are Canadian and wish to stop receiving ANY emails from TPHC (and its
affiliated companies), please send an email to UnsubscribeCanada@TPHco.com. Please note
that this does not apply if you are an existing client and IIROC rules and regulations require us
to continue to send you critical email communications.

United Kingdom

This publication is produced by Tudor, Pickering, Holt & Co. Securities, LLC which is regulated
in the United States by FINRA. It is to be communicated only to persons of a kind described in
Articles 19 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005. It must not be further transmitted to any other person without our consent. Any other
person should not rely on or act upon the content of this publication.

Persons falling within Article 19 include authorised or exempt investment firms, UK or overseas
governments, UK or overseas local authorities or international organisations. Person falling
within Article 49 include companies or unincorporated associations with net assets or called-up
share capital of £5 million or subsidiary companies of the same that have net assets or called-
up share capital of £500,000.

Copyright Tudor, Pickering, Holt & Co. 2021
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