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The Independent’s View 

Too Often Investors Believe They Can Find Stable Prices Over Time 
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U.S. Becomes Swing Producer 

Great Investors Invest Over the Long Term and Should Not Chase Rainbows 
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Sharp Decline Rates & Reduced Activity Impact Production 

Note: Historical rig data per Baker Hughes and includes both horizontal and vertical rigs. 
Source: Plains All American Pipeline. 

Increasingly higher new production volumes 
required to offset higher annual declines 
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U.S. Shale Oil Forecast Sensitivity to Oil Price 

Source: PIRA Energy Group – not for further distribution. Slides are for the sole purpose of this presentation and are not for use in any further capacity. 

U.S. Shale Crude and Condensate Production 
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Investing is Multi-Dimensional 

PE funds have a huge respect 
for the cost of time 

PE funds have a huge respect 
for the cost of capital 
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Battleship Seismic Bright Spot 

Risk Acreage Map 

Similar to Playing Risk & Battleship at the Same Time 
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There is Also an Element of Twister 
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25% to 30% Cost Reductions 
Kayne Anderson Energy Funds 

Source: Citi Research.  

Early 2014 Example Shale Well AFE Late 2015 Example Shale Well AFE 

Drilling Costs: % $MM Drilling Costs: % $MM
Drilling Rig 15.0% $1.1 Drilling Rig 16.0% $0.8 (20.4%)
Casing and Tubing 8.0% 0.6 Casing and Tubing 10.0% 0.5
Fluids 3.0% 0.2 Fluids 4.0% 0.2
Cementing 3.0% 0.2 Cementing 3.0% 0.2
Bits 1.0% 0.1 Bits 1.0% 0.1
Total Drilling 30.0% $2.1 Total Drilling 34.0% $1.8

Completion Costs: Completion Costs:
Stimulation 40.0% $2.8 Stimulation 34.0% $1.8 (36.5%)
Technical Services 9.0% 0.6 Technical Services 9.0% 0.5
Fluids 3.0% 0.2 Fluids 3.0% 0.2
Completion Rig 1.0% 0.1 Completion Rig 2.0% 0.1
Total Completion 53.0% $3.8 Total Completion 48.0% $2.5

Other: Other:
Production Equipment 7.0% $0.5 Production Equipment 7.0% $0.4
Misc 4.0% 0.3 Misc 4.0% 0.2
Site Development 3.0% 0.2 Site Development 4.0% 0.2
Site Acquisition 2.0% 0.1 Site Acquisition 2.0% 0.1
Logistics 1.0% 0.1 Logistics 1.0% 0.1
Total Other 17.0% $1.2 Total Other 18.0% $1.0
Total Drilling and Completion Cost $7.1 Total Drilling and Completion Cost $5.3 (25.4%)
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There is Also an Element of Twister 

$8 million, 300 MB EUR, 
30% IRR, 3 yrs 

$7 million, 400 MB EUR, 
60% IRR, 2 yrs 

$6 million, 500 MB EUR, 
100% IRR, 1 yr 
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Middle Market M&A Dynamics 
Kayne Anderson Energy Funds 

Source: PLS.   

Middle Market Transactions (<$300 million) Offer Most Attractive Opportunities – Both in Terms 
of Total Number of Transactions and Market Efficiency 
•  84% of oil and gas transactions, based on total number of deals, announced in 2015 were below $300 million in size 

•  130-230 middle-market transactions per year as compared to 20-40 larger transactions per year 

•  Middle market transactions getting done at attractive prices; liquidity and certainty of closing is now higher priority than price to 
most sellers 

•  Transactions often negotiated off-market or through limited processes 

Large U.S. E&P Transactions (>$300 million) Middle-Market U.S. E&P Transactions (<$300 million) 
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Certain economic and market information contained herein has been obtained from published sources prepared by third parties or Kayne Anderson Capital Advisors, L.P. 
(KACALP or the Firm) and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, neither the Firm, nor its respective 
affiliates or employees assume any responsibility for the accuracy or completeness of such information. In particular, it should be noted that the financial information 
contained herein has not been audited. 
 
No representation or warranty, express or implied, is given by or on behalf of KACALP, or any of such persons' directors, officers or employees or any other person as to (a) 
the accuracy or completeness of the information or (b) the opinions contained in this document and no liability is accepted for any such information or opinions. The 
information and opinions contained in this presentation are provided as of the date of this document and are subject to change without notice.  
 
Recipients of this presentation agree that KACALP, its affiliates and their respective partners, members, employees, officers, directors, agents, and representatives shall 
have no liability for any misstatement or omission of fact or any opinion expressed herein. The presentation is not intended for any general distribution or publication and is 
strictly confidential. This presentation and the information contained herein consists of confidential proprietary information. Each recipient further agrees that it will (i) not 
copy, reproduce, or distribute this presentation, in whole or in part, to any person or party (including any employee of the recipient other than an employee directly involved 
in evaluating an investment in the Fund) without the prior written consent of KACALP; and (ii) keep permanently confidential all information contained herein that is not 
already public. 
 
While sources are believed to be reliable, neither Kayne Anderson Capital Advisors, L.P., nor its respective affiliates or employees assume any responsibility for the accuracy 
or completeness of such information. In particular, it should be noted that the information was not developed by KACALP. 
 
Investment in KACALP managed funds (each a Partnership and collectively the Funds), involves a high degree of risk, including but not limited to the risks that the sectors 
within the Funds perform unfavorably, market return expectations change with respect to yielding investments, and interest rates. For a more detailed explanation of risks 
relating to an investment in the Funds, please review the Fund’s respective private placement memoranda. 
 
This material herein is for informational purposes only, and is not a solicitation to purchase limited partnership interests in the Funds. All persons interested in subscribing 
to the Funds should first review the respective Fund’s offering documents, copies of which are available upon request. The information contained herein has been prepared 
by the Firm and is current as of the date hereof. Such information is subject to change.  
 
Many of the views set out in this presentation are those of PIRA do not necessarily reflect the official opinion of KACALP. 

Disclosures and Legal Disclaimer 
 


