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Q4 INDUSTRY UPDATE
Rocky Mountain Energy Industry Expected to Grow.

Exploration and Production Companies Breakout in 2016.
In General, Rocky Mountain Region Companies Outperform Peers.

Most likely, Houston always will be the
center of the U.S. Energy Industry. But in
the fourth quarter of 2016, the Rocky
Mountain Region (CO, UT, NM, WY, ND,
SD, MT) attracted the Headquarters of

two significant players in the Energy a
Markets: BP America and Extraction Oil
and Gas.

In this report, SDR Ventures sets the baseline for the Rocky Mountain Region’s
role in the overall U.S. oil and gas landscape. The Rocky Mountain Region
typically has been viewed as regional offices that close in downturns as jobs
get reeled back to headquarters. This is what happened in 2015 and 2016 (and
previously); however, this trend may be starting to change and a newfound
attention may be placed on the region.

KEY DEVELOPMENTS

On October 17, Colorado-based Extraction Oil & Gas, Inc. (NASDAQ:XOG or
"Extraction”) closed its initial public offering of $633 million or 33.3 million
shares of its common stock at $19.00 per share. This IPO is the largest in the oil
and gas industry globally since October 2014. The stock is trading near the
opening price. Extraction is investing almost all of the proceeds to drilling wells
in the Wattenburg Field in Colorado’s DJ Basin. The completion of the Grand
Mesa Pipeline is a major factor in Extraction’s decision to raise equity because
the pipeline provided sufficient off-take capacity to Cushing, OK and lowered
the operating cost of the field.

In addition, on December 14, London-based BP announced that it will move its
U.S. Lower 48 Headquarters from Houston to Denver in early 2018. Initially, BP
expects the office to have 200 employees, ramping up to 400 employees over
time. BP’s Lower 48 CEO David Lawler said that Denver emerged early in the
selection process because two thirds of BP's operated oil and natural gas
production and reserves are in the Rocky Mountain corridor. BP spun its Lower
48 operations into a separate unit in 2015.

Our analysis, which begins on the next page, shows that, in general, companies
that choose to be headquartered in the Rocky Mountain Region had better
financial performance metrics in 2016, even though their stock price
performances were mixed compared their peers. In particular, Rocky Mountain
Midstream companies had significantly better performance metrics across the
board and increased stock prices by over 52% in 2016, compared to 22% for
the segment as a whole (see teal callout boxes on page 4). Rocky Mountain
Exploration & Production (E&P) companies had a strong 2016 finish, posting a
29% Q4 stock increase, versus 17% for the segment in general (see page 3).

Sources: FactSet financial data and analytics, BP press release

The information contained herein is based on sources we believe reliable but is not guaranteed by us and is not to be considered all-inclusive. It is not

to be construed as an offer or consultation of an offer to sell or buy any securities.
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ROCKY MOUNTAIN BASELINE

SDR Ventures analyzed the entire public U.S.-based energy industry, consisting of “Integrated Oil & Gas,” “Exploration &
Production,” “Midstream Oil & Gas,” “Oil & Gas Refining and Marketing,” "“Qilfield Services,” "Oil & Gas Microcaps” and "Oil &
Gas Shells.” For the purposes of this analysis, London-based BP was included in the “Integrated Oil and Gas” category because it
has a large U.S. presence and just announced the re-location of its U.S. Lower 48 headquarters from Houston to Denver.

Overall, there are 622 total public U.S. energy companies representing over $2.3 trillion in market capitalization. Sixty
(approximately 10%) of these companies are headquartered in the Rocky Mountain region, representing only 2.4% of the market
capitalization. Almost 50% of the companies in the Energy sector are Microcaps or Shells, indicating that the bulk of the U.S.
Energy sector essentially is comprised of 327 public companies. Even though the SDR public basket includes Microcap and Shells,
these segments combined have nearly 300 companies and account for virtually no percentage of the total market capitalization.
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