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= :E Key Takeaways EoTrr——

\ $60+ crude prices are a result of OPEC+ supply management & demand improvements (actual and
anticipated based on continued COVID vaccine rollout)

™ * Iran deal presents downside pricing risk
» Storage is well on the way to normal levels

Natural gas prices hover around $3. All eyes are on production, summer weather, and LNG exports

The New Mexico Delaware is well-positioned relative to our price expectations and other US basin
economics.
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Global Supply and Demand Outlook T e —

With OPEC+ redoubling market management efforts in January 2021 and moving to conscientiously taper production cuts going forward, global
inventories are expected to post further draws through the end of the year. However, our expectation for a lifting of US sanctions on Iran may
test the resolve of existing OPEC+ participants. The balance below assumes the core OPEC-10 members will step in to balance the market
again in 2022. Failure to do so would undoubtedly spur a steep decline in crude oil prices.
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OPEC+ Compliance: Jan 2017 — May 2021 "\“'  enwenus s resean
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OPEC: Crude Production | e e

Enverus anticipates the Biden administration lifting sanctions on Iranian crude oil exports in Q3 2021, resulting in an increase of 1.5 MMBbI/d of
supply from the Islamic Republic by the end of 2022. This will likely test OPEC-10’s resolve, but will nevertheless require additional production
cuts in 2022 in order to offset the additional Iranian barrels and avoid another price collapse.
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Enverus 5-Year Crude Price Forecast R ——

Enverus expects relatively strong prices for the remainder of 2021 before a drop in 2022+ as a result of Iranian production return,
US production growth potential, and slower demand growth trends after the rebound.
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Gas Production: 5-Year Outlook T e —

Dry Natural Gas Production

Natural gas production growth has returned and 2021 2022 2023 2024 2025
is expected to continue over the next five years. A Dec. to Dec. +1.63Bcf/d  +2.58 Bcfid  +1.0 Bef/d +0.77 Befid  +0.4 Bcf/d
Higher oil prices of course mean lower gas prices

can still bring incremental gas production to the

market. 100

Dry gas areas in the Marcellus/Utica and
Haynesville gas plays are expected to drive the
growth in 2021 along with higher associated gas

production in the Permian. 80
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Permian Dry Gas Production vs Takeaway
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LNG Exports
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Enverus 5-Year Gas Price Forecast T ——

Enverus expects higher prices than those currently trading in the forward market. A price increase starting in 2021 to $3.00/MMBtu is
necessary to incentivize production growth to meet expected demand.
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NM Delaware Inventory-Weighted Breakeven ~$34/bbl T e—
56% of Sub-$35/bbl Permian Inventory Situated in NM, 55% of Delaware Inventory in NM
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89% of Federal Leasehold Is Held by Production (HBP) T —
33% of Leasehold Not HBP Intersects a Permitted, Drilled or Completed Well

BLM Leases

Bm HBP

B Not HBP

mm Not HBP With Activity Indicator

[ Delaware Proven Fairway
@2 Unleased Federal Land
B BLM Surface and Mineral Ownership
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._.E Federal Land Inventory Risk From Potential Ban on Leasing |

7% of Delaware Inventory at Risk if Only Currently Producing Leases Are Considered HBP

More Severe Case - Considers Only
Producing Leases to be HBP
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Federal Land Inventory Risk From Potential Ban on Leasing s

5% of Delaware Inventory at Risk if Leases with Early Activity Signals Are Considered HBP

Less Severe Case — Producing, Drilled, Completed
and Permitted Leases Considered HBP
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Texas Storm Uri Production Impact R ——
Field Shut-Ins Reduce Production by 223 Mboe/d or 13% in February
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Recent NM Permit Cadence On Pace With Midland [T —

Over 50% of Permian-Wide Permits Reside in NM Delaware
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NM Share of Frac Crew Activity Over 50% Since Bottom T e—
Largest Fraction of Active DUCs Situated in NM
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== Companies Mentioned —

COMPANIES MENTIONED IN THIS REPORT
COMPANY NAME TICKER EXCHANGE
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General Disclosures

ENVERUS INTELLIGENCE RESEARCH DISCLOSURE STATEMENT:

© Copyright 2021 Enverus Intelligence Research, Inc., a part of Enverus.
All rights reserved.

The material in this report is the property of Enverus Intelligence Research, Inc. (“EIR”) unless otherwise
indicated. All trademarks, service marks and logos used in this report are proprietary to EIR or Enverus. This
report is provided solely to clients of EIR. Furthermore, this report is proprietary, confidential and provided for the
exclusive use of the recipient and may not be redistributed to or shared with any individual, company or entity
outside of your organization without the express prior written consent of EIR.

The material presented in this report is provided for information purposes only and is not to be used or
considered as a recommendation to buy, hold or sell any securities or other financial instruments. Information
contained herein has been compiled by EIR and prepared from various public and industry sources that we
believe to be reliable, but no representation or warranty, expressed or implied is made by EIR, its affiliates or any
other person as to the accuracy or completeness of the information. Such information is provided with the
expectation that it will be read as part of a mosaic of analysis and should not be relied upon on a stand-alone
basis. Past performance should not be taken as an indication or guarantee of future performance, and we make
no representation or warranty regarding future performance. The opinions expressed in this report reflect the
judgment of EIR as of the date of this report and are subject to change at any time as new or additional data and
information is received and analyzed. EIR undertakes no duty to update this report, or to provide supplemental
information to any client receiving this report.

To the full extent provided by law, neither EIR nor any of its affiliates, nor any other person accepts any liability
whatsoever for any direct or consequential loss arising from any use of this report or the information contained
herein. The recipient assumes all risks and liability with regard to any use or application of the data included
herein.

EIR provides custom research to its clients which are distributed on different frequency schedules. Custom
research reports may provide different depths of analysis and more frequent updates based on levels of service
and fees selected by clients.

No EIR directors, officers or employees are on the Board of Directors of a subject company and no one at a
subject company is on the Board of Directors of EIR. EIR does not invest in any securities or manage any
securities portfolios. Therefore, it would have no investment relationship with a subject company. Furthermore all
employees are restricted from trading in all oil and gas company securities. The views expressed in this report
accurately reflect the research analyst’s personal views about the subject securities. EIR analysts are
compensated from overall firm revenue only and are not compensated to express any view about an issuer or
from proceeds derived from any particular transaction between EIR or any of its affiliates and an issuer.

APA, Battalion Oil, BP, Callon Petroleum, Chevron, ConocoPhillips, CrownQuest Operating, Endeavor Energy,
Laredo Petroleum, Oasis Petroleum, Occidental Petroleum, Ovintiv, Parsley Energy, PDC Energy, Pioneer
Natural Resources, Royal Dutch Shell, Sabalo Operating and SM Energy are or were subscriber clients of EIR
in the preceding 12 months.

APEGA Permit to Practice, Permit Number 8762 — Graham Bain, P.Geo. member number 128656.

Genstar Capital is a sponsor of, and discretionary manager for, certain private investment funds. One or more
Genstar-managed funds have made investments in companies affiliated with EIR. Genstar directs investments of
such private investment funds, and may make investments in, or otherwise seek to do business with, a company
or companies covered by this report. EIR seeks to mitigate potential conflicts by adopting and implementing
policies and procedures reasonably designed to maintain the independence of its research coverage.

Valuation and Methodology

EIR valuations are based primarily on calculations of net asset value (NAV), which are derived using discounted
cash flow (DCF) models. The NAV model begins with an evaluation of a company’s proved developed reserves
using industry-standard decline analysis. EIR then assesses the company’s land holdings using a variety of
technical data sources (geology, completion, historical production, etc.) to estimate the viability of the acreage for
future drilling. Each well has an associated capital and operating cost structure that is incorporated into EIR’s
model, which also accounts for hedges, debt, taxes, general and administrative costs, and other corporate-level
financial inputs. EIR typically runs a number of sensitivities around key variables, such as well cost, reserves and
commodity prices, to show the range of possible outcomes.

Note to UK Persons

EIR is not an authorised person as defined in the UK’s Financial Services and Markets Act 2000 (“FSMA®) and
the content of this report has not been approved by such an authorised person. You will accordingly not be able
to rely upon most of the rules made under FSMA for the protection of clients of financial services businesses,
and you will not have the benefit of the UK’s Financial Services Compensation Scheme. This document is only
directed at (a) persons who have professional experience in matters relating to investments (being ‘investment
professionals’ within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “FPQ*)), and (b) High net worth companies, trusts etc of a type described in Article
49(2) of the FPO (all such persons being “relevant persons®). EIR’s services are available only to relevant
persons and will be engaged in only with relevant persons. This report must not be acted or relied upon by
persons who are not relevant persons. Persons of a type described in Article 49(2) of the FPO comprise (a) any
body corporate which has, or which is a member of the same group as an undertaking which has, a called up
share capital or net assets of not less than (i) in the case of a body corporate which has more than 20 members
or is a subsidiary undertaking of an undertaking which has more than 20 members, £500,000 and (ii) in any other
case, £5 million, (b) any unincorporated association or partnership which has net assets of not less than £5
million, (c) the trustee of a high value trust within the meaning of Article 49(6) of the FPO and (d) any person (‘A’)
whilst acting in the capacity of director, officer or employee of a person (‘B’) falling within any of (a), (b) or (c)
above where A’s responsibilities, when acting in that capacity, involve him in B’s engaging in investment activity
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