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Welcome to the Tortoise QuickTake podcast. Thank you for joining us. Today, a senior member of Tortoise provides
a timely update on trending topics in the market.
I am Tortoise Managing Director and Portfolio Manager Rob Thummel with this week’s Tortoise QuickTake podcast,
highlighting the top energy events of last week.
Last week, there was an historic event that impacted the energy sector; except for this event, there was no debate on how
many people attended. What am I talking about? Over the weekend, the first ever OPEC monitoring committee meeting took
place in Vienna. The committee designed to ensure compliance with the December OPEC agreement includes Venezuela,
Oman, Russia, Algeria and Kuwait. Compliance appears to be going very well with the committee, reporting that over 80% of
the original 1.8 million barrels per day of supply reductions have already taken place. This means that approximately 1.5 million
barrels per day have been removed from global supply. According to the Saudi oil minister, full compliance with the OPEC
agreement would bring global crude oil inventories back to the five-year average by mid-2017. We believe this is a real positive
for crude oil prices going forward. The monitoring committee’s next meeting will be on March 17th.
Speaking of prices, crude oil prices were unchanged last week, but prices are 97% higher than one year ago. Oil prices initially
declined by 2.5% early last week. However, oil prices rebounded after the release of the International Energy Agency Monthly
Oil Market Report that highlighted a decline in global inventories for the fifth consecutive month. Also, the IEA increased its
2016 and 2017 global demand estimates to 1.5 million and 1.3 million barrels per day, respectively.
In general, the markets were relatively unchanged last week with the S&P 500 ® Index down 0.13% and the Tortoise MLP
Index® down by 0.25%. The S&P Energy Select Sector Index eked out a small gain, rising by less than one-tenth of a percent.
Alright, what happened in the energy sector? Starting with the upstream sector, keep your eye on the Delaware Basin. Where
is it? The Delaware is a subset of the more commonly known Permian Basin. It is located in West Texas, but it extends into
southern New Mexico. What is so special about the Delaware? Since 2012, the oil price required to earn an economic return
has dropped by almost 50% to under $40 per barrel today, making the Delaware the latest hot basin. In 2016, over onethird of the record $51.5 billion of acreage transactions occurred in the Delaware. In 2017, the Delaware remains the location
that everyone wants to be in. In the first 20 days of January, there have been over $10 billion of acreage transactions in the
Delaware. Last week, two additional transactions occurred. First, Exxon Mobil put its seal of approval on the Delaware Basin,
buying 250,000 acres for $6.6 billion. Exxon paid approximately $20,000 per acre to gain access to the Delaware. In addition
to this, Noble Energy added to its acreage, announcing an acquisition of Delaware Basin producer Clayton Williams for
approximately $3 billion. Lastly in upstream news, Laredo Petroleum, a producer in the Permian area known as the Midland
Basin, announced its 2017 capital budget. Two trends that are likely to spread across other oil producers were highlighted in
Laredo’s release. First, Laredo’s capital expenditures are expected to rise after a two-year hiatus. Laredo’s capex is 53% higher
in 2017 compared to 2016. Second, well costs continue to fall. Laredo expects to spend $6.4 million to drill 70 wells, compared
to $7.5 million to drill 37 wells in 2016. Now, I know what you are thinking: U.S. production is going higher and we are going
to have a repeat of 2014 when OPEC decided to fight for market share. While U.S. oil production likely increases, it will likely
rise at a much slower pace. For context, between 2011 and 2014 the U.S. added almost 1 million barrels per day of new
production each year. While U.S. production may increase, it should increase in hundreds of thousands of barrel increments,
rather than millions; therefore, the U.S. is less of a threat to OPEC. If you don’t believe me, several OPEC ministers addressed
the possibility of higher U.S. production over the weekend, indicating that rising U.S. oil production will be absorbed by higher
demand.
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In the oil field services sector, the first initial public offering in 2017 in the energy sector priced last week. The Keane Group,
the largest pure-play provider of well completion services in the U.S. with a focus on U.S. shale basins, raised over $500
million, issuing almost 27 million shares at an IPO price of $19 per share. Keane closed at $21.65 on Friday, representing a
14% increase in price. Also, Schlumberger, the largest oil field services operator in the world, kicked off the earnings season
for this sector. A couple of notable items from Schlumberger’s earnings: First, revenues in North America increased by
4% sequentially. This supports our premise that oil field services costs in the U.S. are on the rise. Second, Schlumberger
noted that 2017 North America E&P investments will increase while international E&P investment will decline for the third
successive year, which will further weaken the state of the international production base. Once again, this supports our
premise that North America is the place to be when investing in the upstream energy sector.
News from the midstream sector was less prevalent. The largest midstream operator to report last week was Kinder
Morgan. Kinder Morgan kicked off the midstream earnings season with an uneventful quarterly call. The most popular topic
on the call was Kinder’s financing of the Trans Mountain pipeline, a $6.8 billion expansion of the Trans Mountain pipeline that
increases the pipeline’s ability to transport Canadian oil from 300,000 to 890,000 barrels per day. Kinder’s project backlog
remains strong and its debt metrics are improving. Kinder’s analyst date later this week will provide better insight.
Lastly, in downstream news, NRG Energy, Inc. was the best performer in the S&P Utilities Select Sector Index last week,
rising by 10% after receiving a letter from well-known shareholder activist Elliott Management. Elliott has teamed with
ex-TXU CEO John Wilder and is seeking operational and financial improvements as well as the consideration of strategic
initiatives at the company. This letter also boosted the performance of NRG Yield, the Yieldco that NRG sponsors. NRG Yield
shares rose by almost 8% last week. NRG was the only company in the energy sector to receive a letter of this kind last
week.
Those are the highlights from last week. Thanks for listening. We will talk to you next week.
Thank you for joining us. And stay tuned for our next cast. Have topics you want covered or other feedback to
share? Write us at info@tortoiseadvisors.com.

Disclaimer: Nothing contained in this communication constitutes tax, legal or investment advice. Investors must consult
their tax adviser or legal counsel for advice and information concerning their particular situation. This podcast contains
certain statements that may include “forward-looking statements.” All statements, other than statements of historical
fact, included herein are “forward-looking statements.” Although Tortoise Capital Advisors believes that the expectations
reflected in these forward-looking statements are reasonable, they do involve assumptions, risks and uncertainties,
and these expectations may prove to be incorrect. Actual events could differ materially from those anticipated in these
forward-looking statements as a result of a variety of factors. You should not place undue reliance on these forward-looking
statements. This podcast reflects our views and opinions as of the date herein, which are subject to change at any time
based on market and other conditions. We disclaim any responsibility to update these views. These views should not be
relied on as investment advice or an indication of trading intent.
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S&P 500® Index
The S&P 500 ® Index is an unmanaged, market-value weighted index of stocks that is widely regarded as the standard for
measuring large-cap U.S. stock market performance.
Tortoise MLP Index®
The Tortoise MLP Index® is a float-adjusted, capitalization-weighted index of energy master limited partnerships. The index is
comprised of publicly traded companies organized in the form of limited partnerships or limited liability companies engaged in
transportation, production, processing and/or storage of energy commodities.
S&P Energy Select Sector Index
The S&P Energy Select Sector Index is a capitalization-weighted index of S&P 500 ® Index companies in the energy sector
involved in the development or production of energy products.
S&P Utilities Select Sector Index
The S&P Utilities Select Sector Index is a modified capitalization-weighted index. The Index is intended to track the
movements of companies that are constituents of the S&P 500 in the utility sector (as defined by the Global Industry
Classification Standard).

The Tortoise MLP Index® (the “Index”) is the exclusive property of Tortoise Index Solutions, LLC, which has contracted with
S&P Opco, LLC (a subsidiary of S&P Dow Jones Indices) to calculate and maintain the Index. The Index is not sponsored by
S&P Dow Jones Indices or its affiliates or its third party licensors (collectively, “S&P Dow Jones Indices”). S&P Dow Jones
Indices will not be liable for any errors or omission in calculating the Index. “Calculated by S&P Dow Jones Indices” and
its related stylized mark(s) are service marks of S&P Dow Jones Indices and have been licensed for use by Tortoise Index
Solutions, LLC and its affiliates. S&P ® is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”), and
Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”).
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