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Haynes Boone Borrowing Base Redeterminations Survey
Overview

Haynes and Boone, LLP has conducted 19 borrowing base redetermination surveys
since April 2015, including our most recent survey in April 2024.

The 92 survey respondents include executives at:
= Oil and gas producers

= Financial institutions

= Private equity firms

= Professional services firms

The primary objective of the survey is to provide a forward-looking and clear idea of
what lenders, borrowers (oil and gas producers) and others are experiencing
regarding borrowing base redeterminations in light of the price uncertainty in the
commodity markets.

The following is a summary of our April 2024 borrowing base redetermination survey
results and an analysis of the responses.
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Haynes Boone Borrowing Base Redeterminations Survey
Key Takeaways — Spring 2024

1. This survey was conducted in a commodity price environment in which it was “the best
of times” (or, at least “pretty good times”) for oil-weighted producers and “the worst of
times” for natural gas-weighted producers. Despite this backdrop, respondents largely
expect borrowing bases to be reaffirmed during the spring 2024 borrowing base
redetermination season.

2. Hedging percentages have reduced modestly relative to the percentages reported in
our fall 2023 survey. One possibility is that historically low natural gas prices have
pushed producers to reduce hedging of that commodity stream.

3. From a capital sourcing perspective, the most meaningful changes were respect to the
equity portion of the capital stack. Respondents expect a meaningful drop in the use of
equity capital markets, with that shortfall being made up by increases in the use of
equity from family offices and private equity firms.

4. Cash flow from operations remains the most popular source of funding for producers
and use of debt from banks and use debt from capital markets are largely unchanged in
the spring 2024 survey compared to the fall 2023 survey.

5. Toreduce debt loads and optimize operations, companies participating in the recent
wave of oil and gas M&A transactions will need to divest of nhoncore assets following
the closings of those deals. However, most survey participants do not expect that
divestment activity to occur until 2025.
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Haynes Boone Borrowing Base Redeterminations Survey — Spring 2024

Question 1: Which of these best describes you?
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Haynes Boone Borrowing Base Redeterminations Survey — Spring 2024

Question 2: What percentage do you expect borrowing bases to change in spring
2024 as compared to fall 2023?
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Despite material improvements in the price of oil in 2024, survey participants largely expect borrowing bases to

remain flat in the spring 2024 borrowing base redetermination season.
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Haynes Boone Borrowing Base Redeterminations Survey — Spring 2024
Question 3: On average, what percentage of anticipated future production have
reserve-based credit facility borrowers hedged for the next 12 months?
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Following several consecutive surveys that reported higher hedging percentages, participants in this survey are

reporting slightly lower hedge volumes for the 12-month period following the spring 2024 borrowing base
redetermination season.
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Haynes Boone Borrowing Base Redeterminations Survey — Spring 2024

Question 4: Where are producers planning to source capital from in the next 12
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Haynes Boone Borrowing Base Redeterminations Survey — Spring 2024

Question 5: Many industry participants predict that following the current wave of upstream oil and gas
company M&A activity, the acquirors will go through a period of noncore oil and gas asset divestment.
When do you expect acquiror companies to commence these divestment processes?

- Never - the acquirors will not divest
2026 - < ~ s noncore assets in the near-term

Second half of 2025

~

_ - First half of 2025

e

Second half of 2024 -~ -

Survey participants are in general agreement that upstream oil and gas companies that have been party to recent M&A

transactions will be divesting of noncore assets, but most do not expect the divestment activity to occur until 2025.
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Haynes Boone Energy Reports

Haynes Boone’s oil and gas lawyers have been helping clients make the
right connections and navigate the ever-changing legal maze to
successfully close deals. Visit our Energy Roundup page to view of our
reports, surveys and publications that help keep you one step ahead:

Current reports:

= Borrowing Base Redeterminations Survey: a forward-looking survey
that reveals what lenders, borrowers and others in the industry expect
regarding the borrowing base redeterminations in light of oil price
uncertainty.

= Energy Bank Price Deck Survey: our survey that compiles oil and gas
price decks from leading energy banks and serves as an indication of
price expectations used to determine producers’ borrowing bases
under reserve-based loans.

Historical reports (2015-2022):

= Midstream Report: includes details on midstream companies that have
filed for bankruptcy since 2015.

= Oil Patch Bankruptcy Monitor: includes details on oil and gas
producers that have filed for bankruptcy since 2015.

= Oilfield Services Bankruptcy Tracker: includes details on oilfield
services companies that have filed for bankruptcy since 2015.

= Haynes Boone and EnerCom Oil & Gas ESG Tracker: our report that
monitors how oil and gas companies are responding to the growing
demand that they advance and develop ESG policies and communicate
them to investors, lenders, regulators and other stakeholders.
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https://www.haynesboone.com/experience/trending-issues/energy-roundup

Primary Contacts

BUDDY CLARK

Partner, Houston
713.547.2077
buddy.clark@haynesboone.com

AUSTIN ELAM

Partner, Houston
713.547.2122
austin.elam@haynesboone.com

MIKE FREEMAN

Partner, Dallas

214.651.5362
michael.freeman@haynesboone.com

KRAIG GRAHMANN

Partner, Houston

713.547.2048
kraig.grahmann@haynesboone.com

SCOTT HELBING

Partner, Dallas

214.651.5532
scott.helbing@haynesboone.com

TIM JOHNSTON

Partner, Dallas

214.651.5135
tim.johnston@haynesboone.com
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JEREMY KENNEDY

Partner, Houston

713.547.2098
jeremy.kennedy@haynesboone.com

PHIL LOOKADOO

Partner, Washington, D.C.
202.654.4510
phil.lookadoo@haynesboone.com

KIM MAI

Partner, Houston
713.547.2029
kim.mai@haynesboone.com

LAURA MARTONE

Partner, New York

212.835.4817
laura.martone@haynesboone.com

JEFF NICHOLS

Partner, Houston
713.547.2052
jeff.nichols@haynesboone.com

HUGH TUCKER

Partner, Houston
713.547.2023
hugh.tucker@haynesboone.com

ELLEN CONLEY

Partner, Houston
713.547.2204
ellen.conley@haynesboone.com

JOHN CRAVEN

Counsel, Houston
713.547.2035
john.craven@haynesboone.com

CHRIS REAGEN

Counsel, Denver

303.382.6212
chris.reagen@haynesboone.com

REEM ABDELRAZIK

Associate, Houston

713.547.2998
reem.abdelrazik@haynesboone.com

LIZ FELICIDARIO

Associate, Houston
713.547.2320
liz.felicidario@haynesboone.com

CAMIE CARLOCK MCKEE
Associate, Dallas

214.651.5511
camie.mckee@haynesboone.com
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