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The year 2016 was one of the most challenging years in the Company’s history as the worldwide
oil and gas industry underwent a second year of severe downturn. Like most companies in our
industry, we dramatically reduced our capital program and diligently focused on reducing costs
and managing our balance sheet. By design, the Company had no long–term rig commitments
or drilling obligations, which provided flexibility in our capital expenditure plans. Our hard work
to control costs and focus on our best rate of return opportunities paid off and our financial 
results improved as 2016 came to a close. We are pleased to have successfully navigated the
challenges and be on solid footing as we enter 2017 and are positioned to benefit from  
better market conditions. 

W&T is a company with great assets and opportunities, but as we entered 2016, commodity
prices that had already fallen by more than half over the preceding 18 months, were continuing
to decline. As a result, we made the strategic decision to reduce our capital investment program
until profit margins improved. With the goal of capital preservation, we completed just one new
well in 2016 and focused on driving efficiencies and cost reductions, as well as identifying quality,
low risk projects that can be placed on production quickly as conditions improve.  

During 2016, we successfully reduced our lease operating expense by 21% and decreased
our general and administrative expense by 18%, which followed similar percentage reductions
in 2015. We also worked closely with our key debt holders on an exchange transaction that was
completed on September 7, 2016, which significantly improved our
liquidity and financial flexibility.  Through the exchange transaction
we lowered our total debt by $400 million, improved stockholders
equity with the issuance of our common stock and decreased our
interest expense in the fourth quarter of 2016 by 57% compared
to the same period in 2015.   

Our hard work and financial discipline helped to offset some of
the negative impact of lower commodity prices.  The crude oil price
drop was so severe that in the first quarter of the 2016 we saw
our realized crude oil prices drop to the low $20’s per barrel, a
level not seen in quite a number of years. Fortunately, crude prices
improved throughout the remainder of the year and operating
costs continued to decline.  Although we recorded net losses 
(excluding special items) in the first three quarters of the year, in
the fourth quarter of 2016 we reported net income and solid 
financial results. Additionally, due to our lower cost structure and
improved commodity prices, our Adjusted EBITDA(1) margin in the
fourth quarter was 60%, back near our historic range.  That was a
dramatic improvement over an Adjusted EBITDA margin of 37%
in the fourth quarter of 2015 and 49% in the third quarter of 2016.
This is a very important metric to us as we feel we need an 
adequate Adjusted EBITDA margin to redeploy capital into new
exploration and development activities.

In the first nine months of 2016, we spent only $24 million on
capital projects, but with improved commodity prices and a lower
cost structure, we reinitiated our drilling program in August at our Mahogany field with the drilling
of our A-18 well, which was put on production in the first quarter of 2017. Our total capital 
expenditures in 2016 were $49 million, compared to $231 million in 2015 and $630 million in 2014.

LETTER TO OUR SHAREHOLDERS
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Steady Production on Lower Capital Expenditures

• Includes production associated with 2017 capital budget of $125 million
• Combined with new projects, existing wells with incremental 2P and 3P reserves (that require 

no additional capex) can increase 2017 production over 2016
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During 2016, we 
successfully reduced
our lease operating 
expense by 21% and
decreased our general
and administrative 
expense by 18%, 
which followed similar 
percentage reductions
in 2015.
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(1) Find the definition of this non-GAAP measure and a reconcilation to the closest GAAP measure in the Company’s 2016 earnings releases.



Although we dramatically reduced our capital budget for the second
year in a row, we still maintained a fairly steady production profile in
2016. We produced approximately 15.4 million barrels of oil equivalent,
or 42,000 barrels of oil equivalent per day, of which about 57% was
oil and liquids. Although production was slightly below 2015 levels, half
of the decrease was attributable to the sale of our West Texas Yellow
Rose field in October 2015.  

Our 2016 production volumes benefitted from major projects that
were put on line in the fourth quarter of 2015, including our Big Bend
and Dantzler deepwater fields. We also performed recompletions to
new zones in existing wells which contributed to production at a
lower cost compared to drilling a new well.  

We held our proved reserves steady with our year-end 2016 SEC
proved reserves at 74.0 million Boe, which are comprised of 55% liquids by
volume. This was down 3% from the prior year, as calculated under
the SEC price assumptions which assumed  $39.25 per barrel crude
prices for the Company’s reserve life. Alternatively, based on a year-end
2016 NYMEX forward strip calculation, reserves would have been
77.6 million Boe, a 2% increase over 2015 SEC proved reserves. Even
more impactful, our PV-10(2) of proved reserves at year end 2016 in
the NYMEX case is $457 million higher than the 2016 SEC case. 

We credit our ability to maintain proved reserves on a low level of
capital expenditures to be one of the benefits of operating in the Gulf
of Mexico. Unlike many other U.S. producing basins, including shale
plays, reservoirs in the Gulf of Mexico often have strong production
drive mechanisms along with superior rock and geologic properties
that allow for probable and possible reserves to come to the wellbore
without incremental drilling costs.

In 2016, several of our most important fields performed substantially
better than previously predicted by our independent petroleum consultants, primarily due to our
ability to continue to move probable and possible reserves into the ‘proved’ reserve category.
Due to the exceptional reservoir characteristics of the Gulf, we almost replaced our entire 2016
production through performance revisions alone. We have numerous examples of fields where
our current proved reserves associated with the fields are higher than originally estimated, even
after producing for three or four years and without any incremental capital expenditures. In fact,
the current proved reserves in some of our fields are even higher than the original proved plus 
probable reserves - or what we call 2P reserves, and in some cases higher than even the proved,
probable and possible, or 3P reserves.

Our results demonstrate why we are committed to the Gulf of Mexico and believe it is an 
excellent investment vehicle, particularly as we continue to leverage the Company’s technological
advantages, including advanced seismic imaging, reservoir management, and advanced 
completion capabilities to improve results and reduce risk. 

While the Gulf of Mexico is perceived by some as a basin with a steep decline curve, many 
of our projects don’t fit that profile at all and compare favorably to other basins regardless 
of whether they are conventional or shale plays. The high porosity and high permeability rock
characteristics of the Gulf not only generate greater cash flow and faster payback, which 
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We credit our ability to maintain proved reserves on
such a low level of capital expenditures to be one of

the benefits of operating in the Gulf of Mexico.

2

(2) See W&T’s 2016 Form 10K for details regarding the Company’s reserves and PV10 value.

Strong drive mechanisms allow production of reserves with fewer wellbores

Well Log Showing Stacked Pay



translates into superior rates of return and return on capital, but we also see better production
decline curves compared to the very low permeability and low porosity rock common to the 
onshore shale and unconventional plays.

We are enthusiastic about our future opportunities. At current commodity prices and with our
improving cost structure, we have an inventory of projects that offer great returns. 

Our 2017 capital budget is currently set at $125 million, which excludes any potential 
acquisitions. We expect that we will drill six to eight wells and perform 20 to 25 recompletions
with that capital investment. Our program is focused on low risk projects that are located near
existing production and infrastructure and can be brought on production quickly, offering early
cash generation. All of these projects offer rates of return of at least 80% and some are 
expected to achieve a return well over 100%. 

Approximately two-thirds of the entire capital budget is directed at projects that will come on
line and start producing in 2017, but the biggest benefit will be in 2018 and beyond. Based on
this plan, we project that our 2017 production will be about 4% above 2016 production.

One of the reasons we have a large inventory of low risk drilling and recompletion opportunities
is because many of our fields have reservoirs with multiple stacked pays. Over the next several
years, we expect to drill wells at our Mahogany field, Ewing Bank 910, Virgo field and others,
which are all stacked pay fields. The diagram on page 2 is from actual logs that show the 
numerous zones in one well that are capable or likely capable of producing. Unlike a stacked 
formation shale play, we don’t have to drill and complete a new lateral section; we just recomplete
an existing well in a new horizon. 

Our Mahogany field is an exciting example of a stacked pay reservoir with numerous horizons
capable of producing.  In 2017, we expect to perform various workovers, recompletions and drill
up to three wells in this field. The new wells will target formations imaged better with our new
WAZ (wide azimuth) seismic surveys that allow us to better identify potential pay sands beneath
the overlying salt canopy. This new data has been very instrumental in helping us to expand the
size and depth of the Mahogany field over the last few years. Mahogany was a key acquisition
for the Company years ago and is a good example of how we have been able to generate value
by deploying advanced technology. The difficult sub-surface imaging did not allow previous field
owners to see the potential that we now see.

Our Ewing Bank 910 field is another example of a stacked pay field that is being further 
explored and developed with the help of WAZ seismic data. We have several stacked target 
locations that may be drilled within the next year or two. 

Our Virgo field is another field with stacked pay opportunities. We are advancing our plans to
begin a multi-well drilling program there and hope to initiate that during 2017.

In addition to our organic drilling opportunities, we believe the acquisition opportunities in the
Gulf will be plentiful in the near-term, much like they have been historically. We expect the 
acquisition competition will be much less than in previous years and we believe that we can find
assets that fit our long established acquisition criteria. Acquisitions have long been one of our

historic strengths. We have proven that we can identify assets with
meaningful upside and complete transactions that add substantial value
for our shareholders.

I would like to thank all of our employees for helping us navigate
our way through one of the most difficult years for our company and
the industry. I appreciate everyone’s hard work that has put us back on
solid footing as we enter 2017.  We are looking forward to an exciting
and prosperous year and will work hard to add value for the benefit of
our shareholders.
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Salt

All productive sands are not shown

P Sand

T Sand

U Sand

TRACY W. KROHN, 
Chief Executive Officer



























































































































































































































































































































COMPANY PROFILE
W&T Offshore, Inc. is an independent oil

and natural gas producer with operations

offshore in the Gulf of Mexico. We have

grown through acquisitions, exploration

and development and currently hold

working interests in approximately 52 

offshore fields in federal and state waters

(50 producing and two fields capable of

producing). We currently have under

lease approximately 750,000 gross acres,

with approximately 490,000 gross acres

on the shelf and approximately 260,000

gross acres in the deepwater. A majority of

our daily production is derived from wells

we operate offshore. 

FORM 10-K & QUARTERLY 
REPORTS/INVESTOR CONTACT
A copy of the W&T Offshore, Inc. Form 

10-K for the year ended December 31,

2016 and subsequent Form 10-Q reports

filed with the Securities and Exchange

Commission, are available from the Company.

Requests for investor-related information

should be directed to Investor Relations at

the Company’s corporate office or on the 

Internet at www.wtoffshore.com. E-mail: 

investorrelations@wtoffshore.com. The W&T

Offshore, Inc. Form 10-K and subsequent

Form 10-Q reports are also available on our

Web site at www.wtoffshore.com. The most

recent certifications by our Chief 

Executive Officer and Chief Financial Officer

pursuant to Section 301 of the Sarbanes-

Oxley Act of 2002 are filed as exhibits to 

the Form 10-K. Tracy W. Krohn, our Chief

Executive Officer, has also filed with the

New York Stock Exchange the most recent

Annual CEO Certification as required by

Section 303A.12(a) of the New York Stock

Exchange Listed Company Manual.

CORPORATE OFFICE

W&T Offshore, Inc.

Nine Greenway Plaza, Suite 300

Houston, TX 77046

Tel 713.626.8525

Web wtoffshore.com

REGISTRAR & TRANSFER AGENT

Communication concerning the transfer

of shares, lost certificates, duplicate

mailings or change of address notifications

should be directed to the transfer agent.

Computershare Investor Services, L.L.C.

2 North La Salle Street

Chicago, IL 60602

Tel 312.588.4990

Web us.computershare.com

COMMON STOCK INFORMATION

The common stock of W&T Offshore, Inc.

is traded on the New York Stock Exchange

under the symbol WTI. As of February 28,

2017, there were 187 registered holders of

our common stock.

INDEPENDENT AUDITORS

Ernst & Young LLP, Houston, TX

INDEPENDENT PETROLEUM 

CONSULTANTS

Netherland, Sewell & Associates, Inc.

1601 Elm Street, Suite 4500

Dallas, TX 75201-4754

ANNUAL MEETING

The Company's 2017 Annual Meeting of

Shareholders will be held at 8 a.m. Central

Time on May 3, 2017, at the Corporate 

Office, Nine Greenway Plaza, Suite 300,

Houston, Texas 77046.

COMPANY INFORMATION
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W&T Offshore, Inc.

Nine Greenway Plaza, Suite 300

Houston, TX 77046

www.wtoffshore.com


