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A National Balancing Effort aPARSI.EY

A Texas production cut in line with market demand decline is a critical component
of a larger effort; not in a vacuum, but as part of a symphony of solutions

OIL PRODUCING
STATE GOVERNMENTS

« Temporarily adjust production
to prevent waste and align
with market demand

PARSLEY ENERGY

« Significantly reduce capex
 Curtalil higher costvertical
production

Components of a
Multi-Faceted
Solution

FEDERAL GOVERNMENT
« Amplify diplomatic
approaches
« Temporarily limit crude
imports




Jobs and Economic Impact

a PARSLEY

Dallas Fed: O&G Support Services Firms Index
» As activity cuts continue, services firms will bear
the brunt in the near-termof commodity price
decline caused by COVID-19 demand
destruction

» Rystad Energy estimates services firms are "set
to cut 100,000 jobs tied to oil activity in Texas
this year" as a result of oil price crash
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Supply-Demand Imbalance aPARSI.EY

. T PDP Natural Decli . 20% Curtail t
> COVID-18 has caused 20%+ decrease n

oil demand in the near-term

» Global producers needto collectively -
reduce production by a similar amount to
keep balances from reaching physical limits o

» Texas production “curtailment” is likely to
happen regardless, but there are two paths
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TexasRailroad Commission Options

Path 1 — No Action by RRC Path 2 — RRC Approved Proration

Requires 5+ months for Texas production to naturally decline 20% » Combination of curtailments and natural declines are employed to
accelerate 20% decline

US production will exceed maximum storage capacity

> Mitigates likelihood of breaching local physical storage limits
» Sharp decline in oil prices caused by an acute imbalance of local = 9 phy 9

supply & demand » Stabilizes near-term oil prices
» 5+ months of completelyidled completion activity > If oil stabilizes, likely that some level of service activity is utilized
. over next5 months and will accelerate the timeframe to base levels
= Bankrupts >50% of service sector of activity

= Leads to higher cost of capital or zero access to capital to

L . . = “Flattens the Curve” smoothing impact to service providers
remaining service providers

allowing greater chance to weather the storm
» US would be fundamentally less com petitive vs. subsidized

. » Stable oil price yields stable financial markets
sovereign producers

Sour ce: Rystad, Tex as production decline



Texas Independents Can Help Texas Lead the Way aPARSLEY

» Texas RRC is responsible for more T A G Dailv Oil Producti
than 40% of US production exas Average Gross Daily Oil Production

» Texas is dominated by 6 100%
independents, developing and
operating more than 85% of Texas
production

90%

: 80%
» Independents have led the way in

the Shale Revolution and will be
bearing more of the cut on an
absolute volume basis

70%

60%
=  Shouldering the brunt earlier

will help stabilize activity longer

50%
term.

=  Proration is the only effective .
way to coordinate 2,848

Texas producers

Average Daily Production (MMbbl/d)

30%

»  Prorating now ensures everyone
plays a part given the massive
demand overhang due to COVID-

20%

19 10%
»  As the largest oil producing state, 0 0%
Texas--and the Commission--have 2% %239 % %298 %298 %2%% %A% % G2
a unique opportunity to lead a ER A IR A NN AN SR AR R AR N IR U A IR AR AR AR

multi-state effort and help preserve @ o
. Majors = |ndependents === |ndependents Contribution (% of total)
the Texas Miracle

(1) Number of producers that reported production volumes to the RRC in January of 2020; (2) Majorsinclude XOM, CVX, RDS, BP, and COP



