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energy xxi gulf coast, inc.

Forward-Looking Statements

This presentation contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.  These forward-looking 

statements relate to the pending merger transaction with Cox, as well as to EGC’s financial and operating performance on a stand-alone basis prior to the 

consummation of the merger or if the merger is not consummated.  These statements, including those relating to the intent, beliefs, plans, or expectations of 

EGC are based upon current expectations and are subject to a number of risks, uncertainties, and assumptions that could cause actual results to differ 

materially from the projections, anticipated results or other expectations expressed.  It is not possible to predict or identify all such factors and the following 

lists of factors should not be considered a complete statement of all potential risks and uncertainties.

With respect to the pending merger transaction between EGC and Cox, those factors include, but are not limited to: (i) the risk that the transaction may not be 

completed in the third quarter of 2018 or at all, which may adversely affect EGC’s business and the price of EGC’s stock; (ii) the failure to satisfy the 

conditions to the consummation of the transaction, including the adoption of the merger agreement by the EGC’s stockholders; (iii) the occurrence of any 

event, change or other circumstance that could give rise to the termination of the merger agreement; (iv) the effect of the announcement or pendency of the 

transaction, as well as the merger agreement’s limitations on EGC’s conduct of business, on EGC’s business relationships, operating results, and business 

generally; (v) risks that the proposed transaction disrupts EGC’s current plans and operations; (vi) the possibility that competing offers or acquisition 

proposals for EGC will be made; (vii) risks regarding the failure to obtain the necessary financing to complete the proposed transaction; and (viii) lawsuits 

related to the pending merger.

With respect to EGC’s financial and operating performance on a stand-alone basis prior to the consummation of the merger or if the merger is not 

consummated, those factors include, but are not limited to: (i) our ability to maintain sufficient liquidity and/or obtain adequate additional financing necessary 

to (A) maintain our infrastructure, particularly in light of its maturity, high fixed costs, and required level of maintenance and repairs compared to other GoM

Shelf producers, (B) fund our operations and capital expenditures, (C) execute our business plan, develop our proved undeveloped reserves within five years 

and (D) meet our other obligations, including plugging and abandonment and decommissioning obligations; (ii) disruption of operations and damages due to 

maintenance or repairs of infrastructure and equipment and our ability to predict or prevent excessive resulting production downtime within our mature field 

areas; (iii) our future financial condition, results of operations, revenues, expenses and cash flows; (iv) our current or future levels of indebtedness, liquidity, 

compliance with financial covenants and our ability to continue as a going concern; (v) recent changes in the composition of our board of directors; (vi) our 

inability to retain and attract key personnel; (vii) our ability to post collateral for current or future bonds or comply with any new regulations or Notices to 

Lessees and Operators imposed by the Bureau of Ocean Energy Management; (viii) our ability to comply with covenants under the three-year secured credit 

facility; and (ix) sustained declines in the prices we receive for our oil and natural gas production.

These risks and uncertainties could cause actual results, to differ materially from those described in the forward-looking statements. For a more detailed 

discussion of risk factors, please see the risk factors discussed in EGC’s periodic reports filed with the SEC. While EGC makes these statements and 

projections in good faith, EGC assumes no obligation and expressly disclaims any duty to update the information contained herein except as required by law.
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Non-GAAP Measures and Cautionary 

Language on Hydrocarbon Reserves
EGC refers to “PV-10” as the present value of estimated future net revenues of estimated proved reserves using a discount rate of 10%. This amount 

includes projected revenues less estimated production costs, abandonment costs and development costs but does not include effects, if any, of income 

taxes, which is included in standardized measure of discounted future net cash flows, which is the most directly comparable U.S. GAAP financial 

measure. PV-10 is not a financial measure prescribed under accounting principles generally accepted in the U.S. (“U.S. GAAP”). Management believes 

that the non-U.S. GAAP financial measure of PV-10 is relevant and useful for evaluating the relative monetary significance of oil and natural gas 

properties. PV-10 is used internally when assessing the potential return on investment related to oil and natural gas properties and in evaluating 

acquisition opportunities. EGC believes the use of this pre-tax measure is valuable because there are unique factors that can impact an individual 

company when estimating the amount of future income taxes to be paid. Management believes that the presentation of PV-10 provides useful information 

to investors because it is widely used by professional analysts and sophisticated investors in evaluating oil and natural gas companies. PV-10 is not a 

measure of financial or operating performance under U.S. GAAP, nor is it intended to represent the current market value of our estimated oil and natural 

gas reserves. PV-10 should not be considered in isolation or as a substitute for the standardized measure of discounted future net cash flows as defined 

under U.S. GAAP. However, because EGC does not anticipate paying income taxes in the foreseeable future, the standardized measure of discounted 

future net cash flows is effectively equal to PV-10.

This presentation includes NSAI-prepared estimates for proved and probable reserves and aggregated proved and probable reserves as of December 31, 

2017 with each category of reserves estimated in accordance with SEC guidelines and definitions.  The SEC permits the optional disclosure of probable 

reserves.  The SEC defines "probable" reserves as "those additional reserves that are less certain to be recovered than proved reserves but which, 

together with proved reserves, are as likely as not to be recovered." EGC has included the NSAI estimate of proved, probable and aggregated proved and 

probable reserves in this release because management believes it is useful information that is widely used by the investment community in the valuation, 

comparison and analysis of companies.  However, the Company notes that the SEC prohibits companies from aggregating proved and probable reserves 

in filings with the SEC due to the different levels of certainty associated with each reserve category.

Actual quantities that may be ultimately recovered from EGC's interests may differ substantially from the NSAI estimates included in this presentation.  

Factors affecting ultimate recovery include the scope of EGC's ongoing drilling program, which will be directly affected by commodity prices, the 

availability of capital, regulatory approvals, drilling and production costs, availability of drilling services and equipment, drilling results, lease expirations, 

transportation constraints and other factors; actual drilling results, including geological and mechanical factors affecting recovery rates; and budgets based 

upon our future evaluation of risk, returns and the availability of capital.  With respect to commodity prices, there can be no assurance that actual oil and 

gas prices will be consistent with the forward strip pricing case or any of the other pricing assumptions described in this presentation.
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2Q 2018 Earnings Results
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Highlights and Recent Key Items 

• Announced definitive agreement to be acquired by affiliates of Cox Oil 

LLC for approximately $322 million, or $9.10 per fully diluted share

• Produced an average of approximately 25,300 BOE per day, of which 

83% was oil

• Incurred a net loss of $34.0 million, or $1.02 per share, which included a 

$26.0 million loss on derivative financial instruments

• Generated Adjusted EBITDA of $27.8 million

• Initiated production from two successful development wells drilled in 

2018 following the completion of the replaced pipeline at West Delta:

‒ The West Delta 74 C-41 ST01 Cato was brought online with initial 

production averaging approximately 600 BOE per day

‒ The West Delta 73 C-27 ST02 McCloud is currently being brought 

online 

• Currently drilling the South Timbalier 54 G-25 ST01 Koala

Nasdaq: EGC
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Merger of EGC and Affiliates of 

Cox Oil LLC (“Cox”)
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• Announced definitive agreement on June 18, 2018 to be acquired by 

affiliates of Cox for approximately $322 million, or $9.10 per fully 

diluted share

• EGC Board of Directors unanimously approved the merger 

transaction

• August 3, 2018 – Record date, definitive proxy statement filed

• September 6, 2018 – Special stockholder meeting to vote on the 

adoption of the Cox merger agreement

• Transaction is anticipated to close in the third quarter of 2018

• Obtaining financing is not a closing condition under the Cox merger 

agreement.

Nasdaq: EGC
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2018 Drilling Program 

Executable Program in Our Core Operating Area

7

EGC Core Operating Area 

Nasdaq: EGC

Drill Well

West Delta 73

McCloud

Spud: April 2018

TD: ~9,785’ WD: ~175’

Development 100% WI

Currently being  b rought 

online 

Drill Well

South Timbalier 54

Koala

Spud: July 2018

TD: ~14,080’ WD: ~65’

Exp loita tion 100% WI

Currently d rilling

Drill Well

West Delta 74

Cato

Spud: May 2018

TD: ~11,439’ WD: ~175’

Development 100% WI

Initia l p roduc tion

~600 BOEPD 
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Production History
B

O
E

D

Proactively Mitigating Future Downtime to Increase Production

Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018

Gas 8,150 6,700 5,750 5,100 4,000

NGL 1,000 800 600 400 300

Oil 26,800 25,100 21,300 21,100 21,000

Total 35,950 32,600 27,650 26,600 25,300

35,950 

32,600 

27,650 
26,600 

25,300 
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77% 77% 79%75%

• Initiated production of 

successfully drilled 

development wells McCloud 

and Cato during Q3 2018

• Completed replacement of 

pipeline at West Delta in late 

July

• 2Q Production impacts:

‒ Continued production 

equipment maintenance, 

pipeline shut-ins, third-

party operator downtime, 

EGC facility-related 

unscheduled downtime, 

and natural decline

• Continued focus on 

preventative maintenance to 

mitigate future downtime 

Production Benefits from Premium HLS/LLS Pricing,

Which is Forecasted in 2018 to be $2.50/BBL 

8Nasdaq: EGC
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Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018

Workover $4.5 $2.7 $3.0 $2.5 $2.0

Insurance $7.1 $5.0 $5.1 $5.2 $5.2

Direct Loe* $72.1 $70.1 $72.8 $74.3 $72.1

Total $83.7 $77.8 $80.9 $82.0 $79.3

$83.7 

$77.8 

$80.9 
$82.0

$79.3 

 $60.0

 $65.0

 $70.0

 $75.0

 $80.0

 $85.0

$
M

M
Direct LOE, Insurance and Workovers

Continued Focus on Sustainable Cost Reduction and Optimization Savings in 

Multiple Categories While Maintaining Safety of Operations

9Nasdaq: EGC* Includes maintenance expense that was not previously included in Direct LOE

• Safety at the forefront of 

everything that we do 

• Increased drilling activity

• Cost Steering Committee 

focused on operational cost 

savings

− Implemented changes in 

supply chain management 

− Renegotiating and reducing 

third party costs

− Right-sizing operational 

footprint

• Negotiated lower insurance 

rate
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Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018

Pipeline Facility Fee $10.5 $10.5 $10.5 $10.5 $10.5

Gathering &
Transportation

$2.7 $(2.4) $10.2 $4.1 $3.1

Total $13.2 $8.1 $20.7 $14.6 $13.6

$13.2 

$8.1 

$20.7 

$14.6 
$13.6 

 $(5.0)

 $-

 $5.0

 $10.0

 $15.0

 $20.0

 $25.0

$
M

M

Pipeline Facility Fee

Gathering & Transportation

1) Includes Gathering and Transportation credits related to ONRR refunds for the following quarters: Q217 ~$5MM, Q317 ~$11MM

• Pipeline Facility Fee flat         

$10.5 MM quarterly

• Decline in Gathering and 

Transportation expense in 

1H2018 due to timing of 

maintenance costs now 

forecasted to occur in the 

2H2018, as well as reduced 

marketing costs due to 

lower production volumes

• Gathering and 

Transportation fluctuations 

during 2017 due to:

− ONRR refunds in Q2 2017 

~$5 MM and Q3 2017 ~$11 

MM

• ONRR Lookback process 

continues, no additional 

material ONRR refunds 

forecasted

(1)

(1)
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G&A Expenses

$17.8

$12.0 $12.0 $12.3 $12.7

$2.9

$3.0 $2.7 $2.8 $2.9

 $-

 $5.0

 $10.0

 $15.0

 $20.0

 $25.0

Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018

$
M

M

Cash G&A Non-Cash G&A

• Cost saving initiatives and 

financial discipline continue to 

limit G&A expense increases

• Adjusted staffing levels 

compared to the second 

quarter of 2017 contributed to 

decreased G&A expense 

• One time costs impacting 

G&A:

Severance and 

Separation 

‒ Q217 - $2.5 million

‒ Q317 - $0.5 million

‒ Q417 - $0.3 million

Transaction related

‒ Q218 - $4.0 million

Commitment to Right-Sizing Costs  
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Liquidity Profile 

June 30, 2018 $MM

Total Cash & Cash Equivalents(1) $98

Exit Credit Agreement $273(2)

Less: Amount Drawn ($58)

Less: Letter of Credit Utilization(3) ($202)

Total Available Credit Facility(4)  $13

Total Liquidity    $110

(1) Does not include restricted cash of $32MM which consists of collateral related to bonding and escrow accounts, or $24MM in deposits 

included in other assets on balance sheet

(2) After taking into effect $5.5 MM paid on the Term Loan

(3) Primarily to secure ExxonMobil plugging and abandonment obligations

(4) Subject to restrictions under exit credit agreement

Based upon the Company’s current expectations with respect to its capital resources, capital expenditures, results from 

operations and commodity prices, the Company believes that it is possible that it will be required to make a mandatory 

prepayment with respect to fiscal quarters subsequent to September 30, 2018. In the event of a mandatory prepayment, 

any such mandatory prepayment would not, in and of itself, constitute a default under the Exit Facility. As of June 30, 

2018, the Company is in compliance with all terms of the Exit Facility.
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Brent Swap WTI Swap Hedge Limit, 75% PDP Hurricane Compliance, 55% PDP (Jul-Oct)

Crude Hedge Profile (As of 08/09/18)

• Currently Hedged

- 8,000 bpd of Jul-Dec18 $50.68 WTI Swaps

- 3,000 bpd of Cal19 $61.00 Brent Swaps

• Capacity to Hedge

- 75% of PDP reduced to 55% of PDP during hurricane season (Jul-Oct)

Strategy: Hedge Opportunistically to Support the Base Business

13Nasdaq: EGC
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Appendix
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Adjusted EBITDA Reconciliation

15

Adjusted EBITDA is a supplemental non-GAAP financial measure.  Adjusted EBITDA is not a measure of net income or cash flows as determined by United 

States Generally Accepted Accounting Principles (“U.S. GAAP”).  EGC believes that Adjusted EBITDA is useful because it allows EGC to more effectively 

evaluate its operating performance and compare the results of its operations from period to period without regard to its financing methods or capital structure. 

EGC excludes items such as asset retirement obligation accretion, unrealized derivative gains and losses, non-cash share-based compensation expense, 

non-cash deferred rent expense, severance expense and transaction costs from the calculation of Adjusted EBITDA. Adjusted EBITDA should not be 

considered as an alternative to, or more meaningful than, net income or cash flows from operating activities as determined in accordance with U.S. GAAP or 

as an indicator of its operating performance or liquidity. EGC’s computations of Adjusted EBITDA may not be comparable to other similarly titled measures of 

other companies.

As required under Regulation G of the Securities Exchange Act of 1934, provided below is a reconciliation of net loss to Adjusted EBITDA, a non-GAAP 

financial measure. 

Nasdaq: EGC

         

  

 
Three Months 

Ended   

Three Months 

Ended   

Three Months 

Ended  

 June 30,  March 31,  June 30, 

 2018    2018    2017 

         

Net loss $  (34,035)  $  (33,055)  $  (26,237) 

Interest expense   3,252    3,694    3,642 

Depreciation, depletion and amortization   27,555    27,411    38,685 

Accretion of asset retirement obligations   11,197    11,118    9,984 

Change in fair value of derivative financial instruments   10,744    (213)    (7,061) 

Non-cash stock-based compensation   2,859    2,758    2,870 

Deferred rent(1)   2,239    1,930    2,016 

Severance costs   -    -    2,500 

Transaction costs   3,961    -    - 

Adjusted EBITDA $  27,772  $  13,643  $  26,399 

 

1) The deferred rent of approximately $2.2 million, $1.9 million and $2.0 million for the three months ended June 30, 2018, March 31, 2018 and June 30, 2017, 

respectively, is the non-cash portion of rent which reflects the extent to which our GAAP straight-line rent expense recognized exceeds our cash rent payments.
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EGC Portfolio

Attractive Upside Optionality with Continued Recovery in Oil Prices

16

Summary

• Oil-Weighted Asset Base

− Year-End Proved Reserves were 84% Oil

• Operator in the GOM since 2006

• Currently concentrated on the GOM Shelf 

• 155 Blocks with 55 Producing Fields

̵ 577 Gross Producing Wells 

̵ 421,974 Net Developed Acres

̵ 57,346 Net Undeveloped Acres

• Seismic Inventory

− 17,000 Square Miles 3D Seismic 

Inventory 14%
2%

84%

(1) NSAI prepared reserves at December 31, 2017

Proved Reserves(1) :

88.2 MMBOE

15%

2%

83%

25,300 BOED

2Q18 Production:

Nasdaq: EGC
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EGC SEC Reserves – Year-End 2017(1)

PDP
56.1 PDN

10.1 

PUD
22.0 

Gas
14%

NGL
2%

Oil
84%

Total 88.2 MMBOE

Category Mix

84% Oil 

1 Independently engineered reserves report prepared by Netherland Sewell & Associates, Inc. ("NSAI") as of December 31, 2017, including proved, probable and possible

Reserves Category Net Oil Net NGL Net Gas Net Total

MMBO MMBBL BCF MMBOE

Proved Developed Producing 48.8 0.7 39.5 56.1 

Proved Developed Non-Producing 6.2 0.6 19.4 10.1 

Proved Undeveloped 19.4 0.3 14.1 22.0 

1P 74.4 1.7 73.0 88.2 

Probable 45.8 1.8 124.6 68.4 

2P 120.2 3.5 197.6 156.6 

Possible 32.2 0.9 66.3 44.2 

3P 152.4 4.4 263.8 200.7 

17

SEC 12 month average NYMEX pricing on 12-31-2017: $47.79 per BBL and $2.98 per MCF, before differentials
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EGC Forward Strip Reserves – 1-26-18(1)

PDP
58.3 PDN

10.6 

PUD
23.2 

Gas
14%

NGL
2%

Oil
84%

Total 92.1 MMBOE

Category Mix

84% Oil 

Reserves Category Net Oil Net NGL Net Gas Net Total

MMBO MMBBL BCF MMBOE

Proved Developed Producing 50.8 0.7 40.6 58.3 

Proved Developed Non-Producing 6.7 0.6 19.7 10.6 

Proved Undeveloped 19.7 0.6 17.3 23.2 

1P 77.3 1.9 77.5 92.1 

Probable 47.3 1.6 121.7 69.1 

2P 124.5 3.5 199.2 161.2 

Possible 33.5 0.9 65.9 45.3 

3P 158.0 4.4 265.2 206.6 

18(1) Independently engineered reserves report prepared by Netherland Sewell & Associates, Inc. ("NSAI") as of December 31, 2017, including proved, probable and possible

Forward strip pricing on 1-26-2018: $58.99 per BBL and $2.95 per MCF, before differentials
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SEC and Strip Pricing PV10 
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1P 2P 3P

SEC Pricing $15 $614 $1,119

Strip Pricing $323 $1,003 $1,555

$
M

M

Significant Improvement in PV10 With Increasing Oil Prices

12/31/17 SEC Pricing: $47.79/BBL, $2.98/MCF

1/26/18 Strip Pricing: $58.99/BBL, $2.95/MCF
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Changes in SEC Reserves 

3-31-17 to 12-31-17

20

• Reductions include

̵ (8.8) MMBOE for production 

from March 31 to December 31, 

2017

̵ (7.3) MMBOE due to higher 

estimated LOE costs

̵ (5.3) MMBOE for reserve write 

offs primarily due to 5 year PUD 

drilling rule

̵ (5.0) MMBOE in revisions, 80% 

of which were gas reserves

• Increases include

̵ 4.5 MMBOE due to improved 

pricing

̵ 0.7 MMBOE due to additions 

and lower capital cost 

assumptions 

Nasdaq: EGC
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