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US oil and gas company .......................................
bankruptcy filings, 2015-present $79bn of debt

Cumulative outstanding debt of U.S. E&P companies under Chapter 11 protection ($ million) in Chapter 11
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The Early
Market

m

* Risk averse customer base
» Slow decision making
* Even slower adoption rates

Source: Altira Group
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History Lessons

3D Seismic Imaging

Source: Baker Hughes
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AUGUST 10, 1999 Investment Conclusion

gg.::s;g:fnwces & The results of the 1999 Schroder & Co. Oilfield Value Survey demonstrate the
continued increasing dominance of the “major” service companies, particularly in
JAMES H. STONE light of the significant industry consolidation that took place during 1998. It is
212-492.6437 increasingly clear that the major product lines in this industry are getting to the
jamia.stone* point where further consolidation is unlikely. The survey also highlighted that
aggressive small- and medium-sized companies are still capable of making
. T e [ UBBIAN. significant inroads toward greater customer acceptance despite the strong
t h ree e ar S r u n n I n ma.rusmnen® presence of a “major” in a particular product category. Among the major service
companies, we believe that the results are particularly favorable for Baker Hughes
(BHI) and Schiumberger (SLB).
DJIA: 10655
S&P INDU: 1565 O Winning and mean scores dropped by 3.4% and 1.5%, respectively. This probably
S&P 500: 1281 reflects the reduction in market activity and therefore the reliance on vendors.

O The industry decline has resulted in a significant drop in the importance of
“availability" as a purchase decision factor. However, price continued to gain in
importance

O Eamings/cash flow and oil and gas prices rated much more important in determining
capital spending levels than they did a year ago.

Oil companiies continue to show almost no special preference for the different ways
in which they contract for serviceslequipment, putting a damper on one-stop

-
shopping.
proviae e MOoSt value S oo R o bl

produicts with the greatest potential to provide value

to customer success”

*@us sehroders.com




Capital Charge -
Value Destroyed

Too many seismic boats
Too much spec seismic

Source: Simmons & Company, Baker Hughes






History Projections
U.S. dry gas production, TCF per year

Shale gas

Tight gas

Non-associated offshore
" 10% __Coalbed methane

Associated with oil
Non-associated onshore

0

1990 1995 2000 2005 2010 2015 2020 2025 2030 2035

Source: EIA, Annual Energy
Outlook 2012



Wholesale US Power Prices, S/MWHr (Blue)
Natgas, S/MMCF X 10 (Red)
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v'Users in the supply chain benefit more than $160B

v'65% of Natgas not used for electricity generation
v'2012 price $5.50 cheaper than 2008

v'Delivers a direct benefit of S90B
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U.S. Net Imports of Crude Oil and Petroleum Products

Thousand Barrels per day
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US Pressure Pumpers

Annualized EBITDA per HHP
Q4 2016

Source: Morgan Stanley



The Magic Earth Story

with no takers

1999 startup with Texaco
scientists

- Potential to increase
productivity and
exploration success rates

» Sold to HAL for $100M in
2001

Source: Magic Earth
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Monetization matters!




How to beat the odds

e Exit strategy — discuss at every BOD/partner meeting,
speed matters

* Incentivize everyone who makes a difference
* Proper capitalization — avoid an unwanted second round
e Use greed to your advantage — sponsor wants to get paid

 Just because the technology is great, it doesn’t mean you
will make money

* Management team needs to evolve with the business
* |PO is a valuation event — not a liquidity event



