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I. EXECUTIVE SUMMARY  

LongPoint Minerals, LLC (“LongPoint” or the 
“Company”) is a private royalty and minerals 
Company focused on acquiring mineral 
interests and royalty rights in oil and gas 
assets in the SCOOP/STACK of Oklahoma 
and the Permian Basin in Texas.  At 
December 31, 2016, the Company had 15.5 
million barrels of oil equivalent (“Boe”) of 
proved reserves, daily production of 
approximately 2,300 Boe, more than 29,400 
net mineral acres (“NMA”) and more than 
30,400 net royalty acres (“NRA”).   

LongPoint was capitalized in 2016 with a 
total equity commitment of $631.6 million of 
privately funded capital. Timing and strategy 
allowed the Company to capture an 
extraordinary opportunity set in the market.  
There was an unprecedented amount of 
deal flow immediately following the 
Company’s capitalization.  Executing on its strategies and harnessing its technical expertise, the Company was able to 
close 60 transactions in the SCOOP/STACK and 10 transactions in the Permian bringing the total transaction count to 
70 for 2016.  The amount of deal flow and the Company’s early success at acquiring acreage reinforced management’s 
belief the mineral space was low tech and undercapitalized.  In 2016, LongPoint evaluated over 750 opportunities in its 
target basins and stayed disciplined only pursuing less than 20% of the opportunities and capturing less than 10%.  Not 
being an exploration and production (“E&P”) operator that drills its own wells, LongPoint must use its knowledge of 
E&Ps to analyze where companies are going to drill and develop oil and gas minerals.  The analysis process involves 
a geological understanding of subsurface, an engineering approach to understanding how a play will be developed  

Figure 1. Timeline of Key Events in 2016 

 

1 Transactions subject to due diligence and closing adjustments.   

Figure 2. Snapshot of LongPoint Acreage Portfolio of Closed Transactions 
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economically and constant monitoring of the E&P companies 
themselves to understand their capital allocations and 
financial capabilities.  LongPoint deployed over $356 million 
in capital during 2016 for high quality acquisitions that 
provide not only near term cash flow, but also an impressive 
growth profile over the medium and long term as illustrated 
in Figure 3.  Activity on LongPoint acreage underpins the 
future growth projections.  At year end, the Company had 24 
rigs running on its acreage with 2 rigs in the Permian and 22 
rigs in the SCOOP/STACK.  LongPoint also had 160 total 
permits filed on its acreage with 68 permits filed in the 
Permian and 92 permits filed in the SCOOP/STACK.  To help 
fuel the potential near term cash flow growth, LongPoint had 
124 total wells waiting to be completed at year-end 2016. 

Bringing capital and the technology of an E&P company to 
the mineral space allows LongPoint to hold a competitive 
advantage over traditional mineral and royalty companies 
who in the past have not been well funded and have taken a 
low tech approach to acquisitions. 

As we look ahead to 2017, we remain focused on creating maximum value in the current commodity price environment 
and build on the early success of 2016.  To do so, we plan to continue to pursue tactical acquisitions through a 
combination of ‘boots on the ground’ focused initiatives, partnerships with other E&P’s in our target basins, selectively 
identifying negotiated transactions within our focus areas at attractive valuations and further growing the current 
portfolio.   

The first quarter of 2017 has seen an increase not only in deal flow and opportunities, but also in the number of 
transactions LongPoint has been able to capture.  While competition increased throughout 2016 and even more so in 
early 2017, LongPoint has continued to be able to make attractive acquisitions by utilizing its strategies.  Harnessing 
local relationships with our boots on the ground teams, a proven track record of being able to close efficiently and an 
outstanding reputation, have all led to sellers to LongPoint. 

LongPoint is off to a tremendous start in 2017 having already closed 84 SCOOP/STACK transactions and 4 Permian 
transactions for a total of 88 transactions in the first quarter which is more than the number of transactions closed in the 
first six months of LongPoint in 2016.  Additionally, we currently have under contract, 39 pending transactions in the 
SCOOP/STACK and 5 pending transactions in the Permian totaling over $56 million and over 4,700 NMA. 

With the additional acquisitions in 2017, activity on LongPoint 
acreage has increased to having 35 rigs running on LongPoint 
acreage.  Three of these rigs are currently running in the 
Permian and 32 rigs are running in the SCOOP/STACK.  The 
total rig count in the SCOOP/STACK basin is currently 83 rigs 
meaning nearly 40% of all the rigs running in the basin are 
operating on LongPoint acreage.  There are also 112 undrilled 
permits between the two basins on LongPoint acreage and 124 
wells waiting on completion. 

The market downturn in 2015 helped identify which plays are 
economic in a low price environment and de-risked where 
LongPoint’s focus should be for mineral and royalty 
acquisitions.  We will continue to execute our strategies in 2017 
to acquire more acreage in the SCOOP/STACK and Permian.  
With an overwhelming majority of the US onshore rig fleet 
concentrated in these two basins, we feel confident activity will 

continue and LongPoint is positioned in the right areas to provide production and cash flow growth.  

Figure 3. LongPoint 10 Year Cash Flow Outlook1 

 
1 Asset cash flow excluding G&A and other corporate items; cash flow from closed 
assets through 12/31/2016 including the Blackhawk acquisition, projections per the year-
end 2016 NYMEX assumptions; risked cash flow represents 100% of projected cash flow 
from producing wells, 85% of cash flow from wells in process and 50% of cash flow from 
future wells.  Development timing could be materially different from projections.  

Figure 4. Current Activity on LongPoint Acreage 
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The growth profile for our start-up Company, LongPoint, has exceeded our expectations and we are excited to see how 
it will grow in 2017.  Continuing to execute on our strategies will position the Company to make high quality acquisitions 
in the two best U.S. basins with attractive yields and future growth opportunity. 
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II. SUMMARY OF ACQUISITIONS  

In 2016, LongPoint strategically positioned itself to be in the best basins and under high quality operators.  We focused 
on pursuing opportunities that provided near term indicators through regulatory filings and operator activity.  This focus 
helped to provide certainty of development of LongPoint minerals which will increase production and cash flow.  The 
timing of development is one of the biggest value drivers for mineral owners, while one of the largest risks is the inability 
to control their destiny through the drill bit.   

Acquisition Activity in 2016 

LongPoint made its first two acquisitions in March 2016 in the Permian basin and acquired over 2,400 NMA through the 
Rogers and Walton acquisitions for approximately $19 million.  Its third acquisition was the Triple Crown acquisition on 
May 24, 2016 where the Company acquired 786 NMA for $8.8 million.  These three acquisitions established LongPoint’s 
initial position in the SCOOP/STACK and Permian.  These acquisitions were in good geologic areas with multiple 
benches and were under quality operators.  They contained a number of future locations, but lacked immediate cash 
flow.  It wasn’t until LongPoint made its Sale Ranch acquisition in July of 2016, the Company established meaningful 
cash flow, resulting in the Company having positive EBITDA in October 2016.  Throughout 2016 LongPoint continued 
to make acquisitions while managing the portfolio and creating a balance not only between basins, but also between 
near term cash flow and future growth. 

LongPoint’s two target basins have very distinct characteristics which are reflected in the Company’s acquisition trends.  
The Permian has chunkier, blocked up acreage available typically from ranches with sizable acreage positions.  Permian 
sellers are relatively sophisticated.  The size and extent of the overall Permian play is quite large and will provide 
acquisition opportunities over the next several years.  This contrasts with the SCOOP/STACK where the play is smaller 
and more defined.  We estimate the acquisition window in the SCOOP/STACK will close in the next 18 to 24 months.  
The SCOOP/STACK is also made up of smaller more fractionated interests so it takes a larger number of acquisitions 
in the SCOOP/STACK to equal the interests acquired in the Permian.  

In 2016, we saw numerous new entrants and competition increased.  However, LongPoint continues to maintain its 
competitive advantage through its strategies and has been able to make acquisitions above our yield and IRR targets. 

The most successful acquisition strategy for the Company in 2016 was its boots on the ground teams who generated 
approximately 40% of the Company’s acquired assets.  The Sale Ranch acquisition of $139 million accounts for 26% 
of the capital deployed in 2016 and is considered part of our strategy to acquire or manufacture royalties from E&Ps 
strategy.   

Figure 5. LongPoint Key Portfolio Metrics (Closed Transactions Through March 28, 2017) 
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The Company acquired 22% of its assets through privately 
negotiated transactions.  Deals sourced through royalty 
aggregators and brokers made up the remaining 12%.  LongPoint 
avoided widely marketed auctions as this was a strategy the 
Company did not want to pursue.  Auctions are typically highly 
competitive and attract less sophisticated buyers who are willing 
to pay premium prices. 

The Sale Ranch acquisition was single largest and most 
transformational transaction for LongPoint in 2016.  Sale Ranch is 
located in the core of the Midland Basin in Martin County, TX.  
Instead of mineral interest, the Sale Ranch asset is comprised of 
overriding royalties which are carved out from the lease and are 
in effect as long as the lease is held by production.  The position 
was acquired from Devon who subsequently sold the working 
interest to Pioneer Natural Resources (“Pioneer”).  Sale Ranch is 
one of Pioneer’s focus areas and has two rigs dedicated to the 
Sale Ranch area currently.  Pioneer is expected to add a third rig 
in 2017.  Sale Ranch annual cash flow is over $20 million from 2,000 Boe/day net production.  Additionally, Sale Ranch 
has an estimated 240 additional gross locations, which will provide production growth as the asset is developed. 

Transaction Summary and Deal Pipeline  

Deal flow continues to be strong from our boots on the ground teams and through negotiated transactions from other 
relationships.  LongPoint continues to be capital-disciplined and focused while consistently screening almost 30 deals 
at any given time in our target basins.  Additionally, we are seeing more interest in the Minerals space and competition 
is increasing.  While these new entrants have bid up prices in broadly marketed transactions, LongPoint continues to 
find acquisitions at attractive prices through our strategies and relationships such as boots on the ground.  We have 
screened over 1,000 deals to date and have 44 deals under contract that are expected to close in the next 30 to 60 
days.  The additional $200 million of committed capital from the rights offering closed on March 22, 2017, will allow 
LongPoint to continue to acquire and build the portfolio in its target basins. 

Figure 7. Deal Pipeline as of March 28, 2017 

 
1 Not all contracted transactions have wells, upsides, cash flow and PV10 data available.  All figures per the evaluation economics and do not reflect adjustments made in due diligence or post close; in 
certain instances the producing wells and economic upside locations include overlap counts where LongPoint purchased interest in the same well/location in two transactions; balances may not foot due to 
rounding.   
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III. SUMMARY OF RESERVES AT DECEMBER 31, 2016 

LongPoint’s proved reserves have been audited by a 
third party engineering firm.  The reserve auditor 
performed an independent review of the production 
forecasts, type curves, and reserves classification 
applied to wells and future drilling locations associated 
with the top 80% of the proven cumulative discounted 
cash flows assuming the year-end NYMEX strip pricing.  
The reserves auditor utilizes the SEC guidelines for 
proved reserve development, which defines reserve 
value is limited to locations expected to be developed 
within the next five years.  However, due to LongPoint’s 
robust portfolio of drilling opportunities, our development 
schedule includes proved undeveloped locations drilled 
beyond the SEC defined five year window.  These 
locations are technically classified by our team as proved 
undeveloped due to their proximity to existing producing 
wells but are excluded from the audited reserves due to 
development timing.  Please note all locations developed 
in the reserve summary presented in Figure 8 are 
forecast to generate a minimum of a 10% rate of return 
for the operator of the location.  Figure 8 presents a 
summary of our year-end 2016 reserves at the 
December 30, 2016 NYMEX price assumptions.  The 
year-end reserve summary includes approximately $358 
million of closed acquisitions from inception through 
December 1, 2016.   

LongPoint’s reserves consist of more than 15.5 million 
Boe of proved reserves and 40.3 million Boe of total 
proved, probable and possible (“3P”) reserves.  At year-
end 2016, our proved reserves are approximately 52% 
oil, 26% natural gas, and 22% natural gas liquids.  Nearly 
61% of proved reserves are in the Permian and 39% are 
in the SCOOP / STACK.  LongPoint’s 3P drilling 
inventory consists of 3,137 locations that achieve at least 
a 10% rate of return to the operator in the current price environment.  LongPoint owns minerals under some of the most 
active and well capitalized companies in the industry.  The primary operators of LongPoint’s future drilling locations 
include Pioneer, Newfield, Cimarex, Continental and Parsley which collectively operate more than 65% of our future 
locations.  More than 66% of the Company’s future drilling locations are located in the SCOOP / STACK and nearly 
30% of the locations are in the Permian.  The LongPoint management team is extremely pleased with the reserve growth 
we were able to realize in less than one year and is eager to build on our success in 2017.  

Subsequent to year-end, the LongPoint team discovered two revisions to our year-end reserves. These adjustments 
include ownership interest revisions on select future drilling locations and updated pricing differentials. In total, the 
revisions lowered the audited proved PV10 by approximately 4% and total 3P PV10 by approximately 7% when 
compared to the reserves presented in Figure 8. These adjustments are isolated to the year-end reserves database 
and have not impacted any of the acquisition evaluations to date.  Due to the immateriality of the revisions, it was 
deemed unnecessary to ask our reserve auditor to reissue their 2016 audited reserve report.  The revisions will be made 
in our 2017 year-end reserve audit and will be reflected as such in our year-over-year reconciliation that will be 
summarized in our 2017 annual investor report.   

Figure 8. LongPoint Year-End 2016 Reserve Summary 

 
1 Proved undeveloped locations not developed within the 5 year SEC reserve rules. 
Note: Includes acquisitions closed as of 12/1/2016; balances may not foot due to rounding.   
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IV. FINANCIAL AND OPERATING SUMMARY 

LongPoint had significant growth through acquisition activity during 2016.  As a result, LongPoint’s 2016 financial 
performance reflects the contributions from the assets we acquired during the year only from the date each relevant 
acquisition closed.  LongPoint’s single largest acquisition, the Sale Ranch acquisition, closed on July 29, 2016 and the 
assets acquired contributed the majority of the production and the cash flow earned by the Company in 2016.   

Key highlights of LongPoint’s 2016 financial and operations include: 

 Full year 2016 production of 1,036 barrels of oil equivalent (“Boe”) per day.   

 Reported 2016 EBITDA of $6.3 million or $16.48 per Bbl. 

 Fourth quarter 2016 production and EBITDA of 2,296 Boe per day and $6.1 million ($28.77 per bbl), 
respectively. 

 Production for 2017 expected to increase more than 4.0x to average more than 5,100 Boe per day and generate 
EBITDA of approximately $47 million, including projected new drilling activity on LongPoint’s acreage position 
(December 30, 2016 NYMEX price assumptions). 

Revenue and Production 

Revenues from royalty and mineral interest 
production in 2016 totaled $13.0 million.  Our 
revenues are derived from royalty payments 
we receive from our operators based on the 
sale of oil and natural gas production, as well 
as the sale of natural gas liquids that are 
extracted from natural gas during processing.  
Royalty income may vary significantly from 
period to period as a result of changes in 
commodity prices, production mix and 
volumes of production sold by our operators. 

During 2016 oil royalty revenues totaled 
$10.9 million from average daily production of 
672 Bbls per day.   Average realized oil price 
during the year was $44.35 per barrel.  Crude 
oil royalties represented 84% of our 2016 oil 
and gas production revenues and 65% of our 
equivalent production. 

Natural gas revenue in 2016 was $1.1 million 
generated from daily average production of 
1,155 Mcf.  Realized prices in 2016 averaged 
$2.49 per Mcf.  Natural gas represented 8% of our 2016 oil and gas production revenues and 19% of our equivalent 
production. 

In 2016, natural gas liquids (“NGL”) revenues totaled $1.0 million from average daily production of 171 Bbls per day.  
Realized prices in 2016 averaged $15.72 per Bbl.  Natural gas liquids represented 8% of our 2016 oil and gas production 
revenues and 16% of our equivalent production. 

As of March 31, 2017, LongPoint has not entered into any hedge contracts.  To the extent LongPoint initiates substantial 
distributions to the membership in 2017, LongPoint could potentially add positions to provide cash flow stability in the 
event of a softening in the commodity markets.   

  

Figure 9. 2016 Operating Statistics and Cash Flow 

 
1 Includes interest expense for Notes extinguished in May 2016.   
Note: Balances may not foot due to rounding.  

$ in 000s Q1 Q2 Q3 Q4 FY

2016 2016 2016 2016 2016

Daily Production (Boe/d) 91 148 1,589 2,296 1,036

Oil & Liquids (Bbls/d) 65 113 1,288 1,892 843

Natural Gas (Mcf/d) 158 209 1,805 2,426 1,155

Oil and Gas Revenue 209$          412$          4,690$       7,642$       12,953$     

Realized Oil Price ($/Bbl) 35.16$       41.28$       42.22$       46.28$       44.35$       

Realized Natural Gas Price ($/Mcf) 1.95$         1.95$         2.38$         2.65$         2.49$         

Realized Natural Gas Liquids Price ($/Bbl) 11.67$       13.26$       14.15$       17.12$       15.72$       

Revenue / Boe 25.05$       30.68$       32.08$       36.17$       34.16$       

Severance and Other Taxes (12)              (20)              (235)           (702)           (969)           

Transportation & Transmission -                  -                  -                  (38)              (38)              

G&A and Other, net (153)           (1,732)        (2,986)        (824)           (5,695)        

EBITDA 44               (1,340)        1,469         6,078         6,251         

EBITDA Margin / Boe 5.27$         (99.77)$      10.05$       28.77$       16.48$       

Interest Expense
1 (78)              (218)           -                  (1)                (297)           

Working Capital and Other 208 868 (2,922) 348 (1,498)

Net Cash Provided by Operating Activities 174$          (690)$         (1,453)$      6,425$       4,456$       
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Operating Expenses and Margin 

Due to the nature of the mineral and royalty business, 
LongPoint does not incur significant field level operating 
expenses related to the extraction and sale of oil and natural 
gas.  The Company’s operating expenses are limited to 
severance and other taxes and costs associated with 
transporting our oil and natural gas to market.  In 2016, our 
production taxes totaled $1.0 million or $2.56 per Boe.  
Transportation and transmission expense totaled $38,328 
or $0.10 per Boe.   

LongPoint does not have employees but rather has entered 
into a “Services Agreement” with FourPoint Energy, LLC 
(“FourPoint”) to provide all requisite management, technical 
and administrative support services.  FourPoint is a 
Colorado Limited Liability Company that engages in oil and 
gas exploration and production, primarily in the Texas 
Panhandle and Western Oklahoma.  LongPoint is assessed an agreed upon percentage of the General and 
Administrative costs incurred by FourPoint as payment for the services provided.  In 2016, LongPoint incurred G&A 
expense of $5.8 million or $15.32 per Boe.   

In 2016, LongPoint generated EBITDA of $6.3 million or $16.48 per Boe, with an average EBITDA margin of 48% over 
the year.  During the second quarter of 2016, LongPoint generated negative EBITDA as the Company had built the 
infrastructure capable of supporting the ultimate growth of the Company, but had not yet realized the production and 
cash flow that was anticipated in the coming months.  In the fourth quarter 2016, LongPoint generated EBITDA of $6.1 
million or $28.77 per Boe, an annualized run rate of more than $24 million.  Management expects EBITDA to continue 
to grow in 2017 as we continue to scale the business, integrate additional acquisitions and realize full year impacts of 
acquisitions and drilling activity on our footprint.  

Outlook for 2017 

Management estimates LongPoint will generate approximately $46.7 million of EBITDA on average daily production of 
5,164 Boe per day in 2017, not including any future acquisitions or lease bonuses earned on unleased minerals.  
LongPoint maintains approximately 440 net mineral acres primarily in SCOOP / STACK play that are currently unleased.  
LongPoint has had inbound calls from operators inquiring about leasing the acreage.  We are currently analyzing the 
offers and to the extent we determine the offers to represent market rates, these lease bonuses will enhance the cash 
flow projections illustrated below.  Figures 11 and 12 illustrate daily production and EBITDA forecasts for 2017 and the 
contribution of currently producing wells or wells in process and undeveloped locations we project to be drilled in 2017.  
Please note the EBITDA projections in Figure 12 assume the December 30, 2016 NYMEX price assumptions.   

Figure 10. 2016 EBITDA Growth by Quarter 

 

Figure 11. 2017E Daily Production Figure 12. 2017E EBITDA 

ludes wells in process or waiting on completion.   
1 Includes wells in process or waiting on completion. 
Note:  December 30, 2016 NYMEX price assumptions; balances May not foot due to counting.  

1 Includes wells in process or waiting on completion.   

Note: December 30, 2016 NYMEX price assumptions.   
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Liquidity and Financial Position 

As of December 31, 2016, we had $72.3 million of cash 
and equivalents as well as $189.5 million of committed 
equity capital available for call.  Subsequent to year-
end, LongPoint called all remaining available capital 
and raised an additional $200 million of equity 
commitments.  We called 50%, or $100 million of the 
new committed equity at close on March 22, 2017.  The 
details of the capital calls and newly committed equity 
are further detailed in the Summary of Capital Structure.  
Figure 13 illustrates LongPoint’s capitalization and 
liquidity position as of year-end and current as of March 
31, 2017.  Management estimates the current capital 
position will provide the Company liquidity into the third 
quarter.  Management is working with our advisors to 
determine optimal structure to capitalize the next 
chapter of the LongPoint’s franchise.   

Due to the strong cash flow growth projected for 2017, 
LongPoint management anticipates initiating a distribution program as early the second half of 2017.  The amount and 
timing of any distributions will ultimately be determined by the Committee of Mangers.  We look forward to providing 
further updates on LongPoint’s distribution plans throughout the year in our monthly and quarterly investor reports.   

  

Figure 13. Capitalization and Liquidity 

 

Pro Forma

Dec 31, 2016 Current

Contributed Equity $442.1 $731.6

Debt Outstanding 0.0 0.0

Total Capitalization $442.1 $731.6

Total Committed Equity $631.6 $831.6

Less: Contributed Equity (442.1) (731.6)

Committed Equity Available for Call $189.5 $100.0

Cash on Hand $72.3 $210.0

  Total Committed Equity 631.6 831.6

  Less: Equity Draw n (442.1) (731.6)

Committed Equity Available 189.5 100.0

Total Liquidity $261.8 $310.0
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V. SUMMARY OF CAPITAL STRUCTURE 

During 2016, LongPoint raised $631.6 million in equity commitments from management, institutions, and friends and 
family of management and incurred no debt.  The committed equity was raised in two closings, the first of which occurred 
on May 18, 2016 and totaled $525.4 million.  The second closing occurred on July 18, 2016 and totaled $106.2 million.  
Throughout the year, LongPoint had contributed equity in the amount of $442.1 million.  As of December 31, 2016 
LongPoint had a total capitalization of $442.1 million, of which 100% was equity.  Subsequent to year-end 2016, we 
called the remaining $189.5 million of the original $631.6 million commitment and raised an additional $200.0 million of 
equity commitments from our original investor membership.  50% of the new capital commitment was called from the 
investors at close on March 22, 2017.  The following table provides a summary of committed equity and capital calls 
through March 31, 2017.   

Figure 14. LongPoint Minerals, LLC Capital Call Schedule Through March 31, 2017 

 

As of March 31, 2017, the Company had 722,521 units outstanding, owned by five classes of unit holders representing 
economic ownership interests in the Company.  In addition to the classes of securities representing economic interests 
in the entity, LongPoint has 100 Class C units entitled to voting rights and constitute non-economic interests in the 
Company.  .   The following summarizes the six classes of unit holders:  

1. Class A    - LongPoint management.   
2. Class B Series I  - Institutional investors, representing 13 entities 
3. Class B Series II - Friends and family of management, representing 25 entities   
4. Class C   - Voting units representing non-economic interests in the Company   
5. Class D Series I  - Institutional investors, representing 11 entities participating in the March 2017 rights  
6.                                          offering 
7. Class D Series II - Friends and family of management, representing 22 entities participating in the March       
8.                                          2017 rights offering 
9.  
All of the committed equity in LongPoint prior to March 22, 2017 transacted at $1,000 per unit.  The committed equity 
in March 2017 transacted at $1,100 per unit.  Please note the Company issues units as investors contribute equity to 
the Company.  As of March 31, 2017 LongPoint has $100 million in committed equity in excess of what has been funded 
to date.  Equity ownership of LongPoint by class is presented in Figure 15 on the following page.   

$ in MMs Total Cumulative Cumulative Remaining

Committed Amount Amount Percent Equity Available

Equity Called Called Called For Call

May 18, 2016 Capital Call
(May 2016 Investors)

525.4$              52.5$                52.5$                10.00% 472.9$                 

July 18, 2016 Capital Call 
(May 2016 and July 2016 Investors)

631.6$              263.3$              315.8$              50.00% 315.8$                 

September 14, 2016 Capital Call
(May 2016 and July 2016 Investors)

631.6$              126.3$              442.1$              70.00% 189.5$                 

January 18, 2017 Capital Call
(May 2016 and July 2016 Investors)

631.6$              189.5$              631.6$              100.00% -$                       

March 22, 2017 Capital Call
(March 2017 Investors)

831.6$              100.0$              731.6$              87.98% 100.0$                 

$200MM of additional 
equity commitments 

closed on March 22nd
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Figure 15. Summary of Equity Capitalization as of December 31, 2016 and March 31, 2017 

% of Common Units Outstanding 

December 31, 20161 

 

  

March 31, 20171 

 

1 Excludes 100 Class C units which constitute non-economic interests in the Company. 

 

  

Class A 
2%

Class B 
Series I 

94%

Class B 
Series II

4%

Class A 
2%

Class B 
Series I 

82%

Class B 
Series II

4%

Class D 
Series I 

12%

Class D 
Series II

0.4%

442,128.4 Total Units  722,521.0 Total Units  
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VI. APPENDIX 

Oil and Gas Industry Update 

Natural gas prices during the fourth quarter averaged $2.95/Mmbtu, an increase of 6% from the third quarter of 2016 
and 29% from the fourth quarter of 2015.  Prices have increased significantly during the first quarter of 2017 averaging 
$3.26/Mmbtu quarter to date.  Current working natural gas in storage is approximately 2.3 Tcf, approximately 8% above 
the average over the same period from 2012 through 2016, and 10% below levels from one year-ago.  Colder than 
average weather throughout the country has driven the recent storage decline.  As shown in Figure 20, analysts are 
expecting natural gas price during the year to average $3.16/Mmbtu for 2017.  The price expectations are approximately 
2% lower than NYMEX pricing for 2017.   

During the fourth quarter of 2016, oil prices averaged $49.29/bbl, an increase of approximately 10% from the third 
quarter of 2016 and 17% from the fourth quarter of 2015.  Crude oil stocks, excluding the strategic petroleum reserve, 
averaged 542 million barrels quarter to date in 2017, approximately 34% above the average over the same period from 
2012 through 2016, and 7% higher than the average during the first quarter of 2016.  This inventory level equates to 
approximately 33 days of supply on average over the quarter.  It is estimated by many analyst that the global market 
remains 0.5 – 1.0 million barrels per day over supplied but due to OPEC rationing and an expected increase in demand, 
many analyst estimate the market will transition to a state of under supply sometime during the second half of 2017.  As 
a result, many analysts are forecasting WTI oil prices to reach the $60’s by year-end as illustrated in Figure 20 on the 
following page.   

Figure 16. NYMEX Natural Gas Price Figure 17. Under Ground Natural Gas Working Storage 

 
Source: Energy Information Agency 

 
Source: Energy Information Agency 

Figure 18. NYMEX Oil Price Figure 19. Oil Stocks Excluding the Strategic Reserve 

 
+ 

 
Source: Energy Information Agency 
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The significant improvement in oil price has had a 
drastic impact on the number of drilling rigs 
running in the U.S.  The number of horizontal rigs 
in the U.S. has increased approximately 84% to 
542 from approximately 295 in March 2016.  The 
basins with the largest increase are the Permian, 
Anadarko, Gulf Coast, and Appalachian which 
have collectively gained 237 horizontal rigs since 
March 2016.  The Anadarko Basin has gained 
119 rigs since March and remains one of the 
hottest basins in the U.S. market.  The Permian 
remains the most active Basin for horizontal 
drilling in the U.S.  The Anadarko Basin is the 
second most active basin in the continental U.S. 
for horizontal drilling, as illustrated by Figure 21.  
The majority of rigs in the Anadarko Basin are 
targeting the SCOOP and the STACK plays in 
north central Oklahoma.  LongPoint’s target 
basins are two of the most active basins in the 
lower 48 for oil and natural gas development.   

During the final quarter of 2016, there were a total 
of 61 oil and gas transactions for a total value of 
$84.8 billion.  Transaction value was up 
significantly from the fourth quarter of 2015 which 
accounted for 72 deals worth $31.6 billion.  Fourth 
quarter deal activity was driven by a recovering 
commodity price environment and a capital 
markets environment that remained relatively 
favorable to oil and gas companies compared to 
the past 18 to 24 months.  Financial investors 
accounted for almost 20% of the transactions 
during the quarter completing 11 deals worth $4.3 
billion.  Midstream transactions deal value in the 
fourth quarter was 195% higher year over year, 
driven by three mega deals. Nearly half of the deal 
volume for the fourth quarter were shale related 
deals with 30 transactions worth $21.0 billion.  The 
most active shale plays were the Permian and 
Marcellus, pushing multiples in the Permian to 
highs not seen since before the downturn.  For 
2016, there were a total of 198 oil and gas 
transactions accounting for $195.7 billion of value, 
an increase in activity from 179 deals in 2015 with 
minimal change in value from $196.1 billion.  Many 
analysts expect continued M&A activity in 2017 as 
private equity groups and companies with capital 
availability pursue assets and companies with 
favorable valuations.  Figure 22 illustrates M&A 
value and volume over the last five years.   

   

 

Figure 20. Projected Commodity Prices from Select Analysts 

 

Figure 21. Current Horizontal Drilling Rigs by Major Basin 

 
Source: IHS Herold 

Figure 22. Oil and Gas M&A Activity 

 
Source: PWC, IHS Herold 
Note: The figures above include U.S. transactions with value greater than $50 million. 

WTI Crude Oil Wall Street Analyst Projections
$/Bbl

Q2 2017 Q3 2017 Q4 2017 FY 2017 FY 2018

BMO Capital Markets $52.50 $52.50 $52.50 53.75$     57.00$     

Goldman Sachs $57.50 $55.00 $55.00 55.60$     55.00$     

J.P. Morgan $54.00 $58.00 $50.50 53.75$     53.50$     

Jefferies LLC $55.00 $58.00 $63.00 57.00$     71.75$     

Tudor, Pickering, Holt & Co. $55.00 $60.00 $65.00 60.00$     65.00$     

Wells Fargo Securities, LLC $60.00 $59.00 $56.00 $57.25 $60.00

Average 56.30$   58.00$   57.90$   56.72$     61.05$     03/04/2016 NYMEX Strip #REF! #REF!
Source: Capital IQ and Analyst Reports as of March 22, 2017.

Henry Hub Natural Gas Wall Street Analyst Projections
$/Mmbtu

Q2 2017 Q3 2017 Q4 2017 FY 2017 FY 2018

BMO Capital Markets $3.00 $2.75 $3.00 3.13$       3.25$       

Goldman Sachs $3.30 $3.00 $3.00 3.20$       3.00$       

J.P. Morgan $3.60 $3.50 $3.20 3.46$       2.95$       

Jefferies LLC $2.65 $2.72 $2.84 2.76$       2.86$       

Wells Fargo Securities, LLC n/a n/a n/a 3.26$       3.41$       

Average 3.14$     2.99$     3.01$     3.16$       3.09$       03/04/2016 NYMEX Strip #REF!
Source: Capital IQ and Analyst Reports as of March 22, 2017.
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Figure 23. Detailed Year-End 2016 Price Assumptions 

 
 

 
 
 

Date

Oil

($ / bbl)

Natural Gas

($ / mmbtu)

Oil

($ / bbl)

Natural Gas

($ / mmbtu)

Jan-17 $52.23 $3.93 $44.21 $2.87

Feb-17 $53.72 $3.72 $44.59 $2.86

Mar-17 $54.66 $3.68 $44.97 $2.83

Apr-17 $55.43 $3.57 $45.33 $2.66

May-17 $56.05 $3.54 $45.65 $2.67

Jun-17 $56.49 $3.56 $45.97 $2.71

Jul-17 $56.76 $3.59 $46.25 $2.75

Aug-17 $56.90 $3.58 $46.54 $2.76

Sep-17 $56.99 $3.55 $46.83 $2.76

Oct-17 $57.03 $3.57 $47.13 $2.78

Nov-17 $57.05 $3.60 $47.44 $2.85

Dec-17 $57.06 $3.70 $47.76 $2.99

2017 $55.86 $3.63 $46.06 $2.79

2018 $56.59 $3.14 $49.36 $2.91

2019 $56.10 $2.87 $51.96 $3.03

2020 $56.05 $2.88 $53.64 $3.18

2021+ $56.21 $2.90 $53.64 $3.18

December 30, 2016

NYMEX Strip

December 31, 2015

NYMEX Strip
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INDEPENDENT AUDITORS' REPORT 

LongPoint Minerals, LLC 
Denver, Colorado 

We have audited the accompanying financial statements of LongPoint Minerals, LLC (the "Company"), 
which comprise the balance sheet as of December 31, 2016, and the related statements of operations, 
members’ equity, and cash flows for the year then ended, and the related notes to the financial 
statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the 
Company’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the Company's internal control. Accordingly, we express no such opinion. An 
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of LongPoint Minerals, LLC as of December 31, 2016, and the results of its operations 
and its cash flows for the year then ended in accordance with accounting principles generally accepted 
in the United States of America.  

 
March 31, 2017 

Deloitte & Touche LLP 
Suite 3600 
555 Seventeenth Street 
Denver, CO  80202-3942 
USA 

Tel:   +1 303 292 5400 
Fax:  +1 303 312 4000 
www.deloitte.com 
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LONGPOINT MINERALS, LLC 

BALANCE SHEET 
DECEMBER 31, 2016 

(in thousands) 
 

ASSETS 
CURRENT ASSETS:   

Cash and cash equivalents  $ 72,325 
Accounts receivable   4,347 
Accrued oil and gas sales   3,697 
Prepaid expenses and other current assets   11 

Total current assets   80,380 

PROPERTY AND EQUIPMENT, at cost:   
Oil and gas, on the basis of full cost method of accounting:   

Proved properties   116,774 
Unproved properties   239,767 

Accumulated depletion   (3,098) 
Total oil and gas properties, net    353,443 

TOTAL ASSETS  $ 433,823 

LIABILITIES AND MEMBERS’ EQUITY 
CURRENT LIABILITIES:   

Accounts payable and accrued expenses  $ 2,246 
   

COMMITMENTS AND CONTINGENCIES   
   

MEMBERS’ EQUITY:   
Contributed capital, net of placement fees of $13,652   428,476 
Retained Earnings    3,101 

Total members’ equity   431,577 

TOTAL LIABILITIES AND MEMBERS’ EQUITY  $ 433,823 
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LONGPOINT MINERALS, LLC 

STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 2016 

(in thousands) 
 
REVENUES:   

Oil and gas sales  $ 12,953 
   

OPERATING EXPENSES:   
Severance and other taxes   969 
Transportation and transmission   38 
Depletion   3,048 
General and administrative   5,810 

Total operating expenses   9,865 

Operating income   3,088 

OTHER INCOME (EXPENSE):   
Interest expense   (297)
Interest and other income (expense), net   115 

Total other income (expense), net   (182)

NET INCOME  $ 2,906 
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LONGPOINT MINERALS, LLC 

STATEMENT OF MEMBERS’ EQUITY 
FOR THE YEAR ENDED DECEMBER 31, 2016 

(in thousands) 
 

 

 
CONTRIBUTED 

CAPITAL 
RETAINED 
EARNINGS 

 TOTAL 
MEMBERS’ 

EQUITY  
 

      
BALANCES, JANUARY 1, 2016  $              4,986 $                 195  $           5,181

Capital contributions, net of placement 
fees of $13,638              423,490                        -           423,490

   Net income                    -            2,906              2,906

 
BALANCES, DECEMBER 31, 2016  $          428,476  $              3,101   $       431,577 
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LONGPOINT MINERALS, LLC 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2016 

(in thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES:   
Net income  $ 2,906 
Adjustments to reconcile net income to net cash provided by operating activities:   

Depletion   3,048 
Effect of changes in current assets and liabilities:   

Accounts receivable and accrued oil and gas sales   (3,691) 
Prepaid expenses and other current assets   (11) 
Accounts payable and accrued expenses   2,204 

Net cash provided by operating activities   4,456 
CASH FLOWS FROM INVESTING ACTIVITIES:   

Acquisition of proved properties   (118,781) 
Acquisition of unproved properties   (236,863) 

Net cash used in investing activities   (355,644) 
CASH FLOWS FROM FINANCING ACTIVITIES:   

Capital contributions   436,990 
Proceeds from issuance of long-term debt   18,178 
Principal payments on long-term debt   (18,178) 
Equity placement fees   (13,557) 

Net cash provided by financing activities   423,433 
NET INCREASE IN CASH AND CASH EQUIVALENTS    72,245 
CASH AND CASH EQUIVALENTS, beginning of year   80 
CASH AND CASH EQUIVALENTS, end of year  $ 72,325 
SUPPLEMENTAL CASH FLOW DISCLOSURE:   

Cash paid for interest  $ 297 
Receivable associated with property acquisition  $ 4,347 
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1. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Business – LongPoint Minerals, LLC (the “Company” or “LongPoint”) is a Colorado Limited 
Liability Company focused on acquiring mineral and royalty interests primarily in the Mid-
Continent, Permian and Denver-Julesburg (“DJ”) Basins.  

LongPoint does not have employees but rather has entered into a “Services Agreement” with 
FourPoint Energy, LLC (“FourPoint”) to provide all requisite management, technical and 
administrative support services.  FourPoint is a Colorado Limited Liability Company which engages 
in oil and gas exploration and production, primarily in the Texas Panhandle and Western Oklahoma.  
LongPoint is assessed an agreed upon percentage of the General and Administrative costs incurred 
by FourPoint as payment for the services provided.  

Use of Estimates in the Preparation of Financial Statements – The preparation of financial statements 
in conformity with generally accepted accounting principles requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. The impact of 
oil and gas prices has a significant impact on estimates made by management. Changes in oil and 
gas prices directly affect the economic limits of estimated oil and gas reserves. These economic limits 
have significant effects upon predicted reserve quantities. These estimates are the basis for the 
calculation of depletion for the oil and gas properties and the assessment as to whether an impairment 
of such properties is required.  

Oil and Natural Gas Reserves – Oil and natural gas reserves represent theoretical, estimated 
quantities of oil and natural gas which, using geological and engineering data, are estimated with 
reasonable certainty to be recoverable in future years from known reservoirs under existing economic 
and operating conditions. There are numerous uncertainties inherent in estimating oil and natural gas 
reserves and their values including many factors beyond the Company’s control. Accordingly, 
reserve estimates are different from the future quantities of oil and natural gas that are ultimately 
recovered. 

Cash and Cash Equivalents – Cash and cash equivalents include cash on hand and other investments 
with original maturities of less than three months. At December 31, 2016, the Company held no cash 
equivalents. 

Revenue Recognition and Accounts Receivable – The Company derives revenue from the sale of oil, 
natural gas, and natural gas liquids (collectively “oil and gas”) produced on its properties.  Revenues 
from production on properties in which the Company shares an economic interest with other owners 
are recognized on the basis of the Company's pro-rata interest.  Revenue is recorded and receivables 
are accrued in the month production is delivered to the purchaser, at which time ownership of the oil 
is transferred to the purchaser.  The Company accrues for oil and gas sales based on actual production 
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dates of the wells associated with the Company’s mineral and overriding royalty interests.  
Substantially all of the Company’s receivables are within the oil and gas industry, primarily related 
to revenues due from operators of properties in which LongPoint owns mineral or overriding royalty 
interests. Although diversified within several companies, collectability of receivables is largely 
dependent upon the general economic conditions of the industry. All receivables are reviewed 
periodically, and balances are written of when, in the judgement of management, the receivable 
becomes uncollectable. Historically, the Company has not experienced any significant issues with 
collectability and has determined no allowance for uncollectible accounts is necessary. 

Concentrations of Credit Risk – The Company regularly has cash in a single financial institution 
which exceeds federal depository insurance limits. The Company places such deposits with high 
credit quality institutions and has not experienced any credit losses.  The Company is subject to credit 
risk related to oil and gas receivables due from operators related to sale of hydrocarbons produced 
from properties in which LongPoint owns a mineral or overriding royalty interest.  For the year ended 
December 31, 2016, 81% of LongPoint’s revenues related to the operations of Pioneer Natural 
Resources.  No other operators provided more than 10% of the Company’s revenues. 

Fair Value of Financial Instruments – The Company’s financial instruments consist of cash 
equivalents, trade receivables, trade payables and accrued liabilities. The carrying value of cash 
equivalents, trade receivables, trade payables and accrued liabilities are considered to be 
representative of their fair market value, due to the short term maturity of these instruments.  

Accounting for Oil and Gas Operations – The Company uses the full cost method of accounting for 
its oil and gas properties. Under this method, all costs related to acquisition, exploration and 
development of oil and gas properties are capitalized to the full cost pool.  The Company’s oil and 
gas properties are comprised of only mineral and overriding royalty interests, as such, the Company 
has not incurred any exploration or development costs.  Proceeds from the disposition of oil and gas 
properties are accounted for as adjustments to the full cost pool, with no gain or loss recognized 
unless the adjustment would significantly alter the relationship between capitalized costs and proved 
reserves. 

Depletion of capitalized costs of oil and gas properties is provided for using the units of production 
method based upon estimates of proved oil and gas reserves. In calculating depletion, the volume of 
proved oil and natural gas reserves and production is converted into a common unit of measure at 
the energy equivalent conversion rate of six thousand cubic feet of natural gas to one barrel of oil. 
Depletion expense for the year ended December 31, 2016 was $3.0 million ($8.04 per barrel of oil 
equivalent). 

Unproved property costs not subject to amortization consist of minerals and lands associated with 
overriding royalty interests on which no proven reserves have been recorded.  The Company transfers 
costs from unproved to the full cost pool on a straight-line basis over a period of 20 years based on 
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the acquisition date of the properties. This estimated term is consistent with management’s business 
plan with respect to its expectations for unevaluated properties. 

In accordance with the full cost method of accounting, the net capitalized costs of oil and gas 
properties are subject to a ceiling.  The cost center ceiling is defined as the sum of (a) estimated 
future net revenues, discounted at 10% per annum, from proved reserves, based on the simple average 
of the commodity prices posted on the first day of each month in the respective year, adjusted for 
existing contracts, (b) the cost of properties not being amortized, if any, and (c) the lower of cost or 
fair market value of unproved properties included in the cost being amortized.  If the net book value 
exceeds the ceiling, the book balance of the properties are written down to the ceiling via an 
impairment charge. Unproved properties are evaluated on an annual basis to determine whether an 
impairment has occurred. No impairment was recorded for the year ending December 31, 2016. 

 Income Taxes – Income and expense items are included in the individual tax returns of the 
Company’s members.  

We have no significant uncertain tax positions as of any date in 2016. Our policy is to recognize 
accrued interest related to unrecognized tax positions in interest expense, and to recognize tax 
penalties in operating expense. As of December 31, 2016, the Company made no provision for 
interest or penalties related to uncertain tax positions. The Company files income tax returns in the 
U.S. federal jurisdiction and various states. There are currently no federal or state income tax 
examinations underway for these jurisdictions.  

Recently Issued Accounting Standards - In May 2014, the Financial Accounting Standards Board 
(FASB) issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with 
Customers.  The update clarifies the principles for revenue recognition and provides a common 
revenue standard across industries. The codification has been amended through additional ASUs and, 
as amended, requires companies to recognize revenue to depict the transfer of goods or services to 
customers in amounts that reflect the consideration to which the company expects to be entitled in 
exchange for those goods or services.  For nonpublic entities, the guidance is effective for annual 
reporting periods beginning after December 15, 2018. LongPoint is evaluating the potential impact 
of this guidance, but at this time, adoption of this standard is not expected to have a material effect 
on the Company’s financial statements or disclosures.  

In February 2016, the FASB issued ASU 2016-02, Leases.  The FASB issued the guidance to increase 
the transparency and comparability among organizations by recognizing lease assets and lease 
liabilities on the balance sheet and disclosing key information about leasing arrangements.  This will 
be required for all leases that have a term longer than one year.  For nonpublic entities, ASU 2016-
02 is effective for annual reporting periods beginning after December 15, 2019.  Early application of 
the standard is permitted upon issuance.  As the Company currently is not associated with any leases, 
this standard will not affect the financial statement of LongPoint.  In the event the Company becomes 
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subject to any leases in the future, the Company will evaluate the impact of this guidance to its 
financial statements. 

In June 2016, the FASB issued ASU 2016-13, Financial Instruments – Credit Losses. The update 
changes the impairment model for most financial assets, including trade receivables and other 
receivables, held-to-maturity debt securities and loans. The update is effective for fiscal years 
beginning after December 15, 2019.  The update will be applied through a cumulative-effect 
adjustment to retained earnings as of the beginning of the first reporting period in which the guidance 
is effective.  The Company is evaluating the new guidance and does not anticipate that the update 
will have a material impact on its financial statements. 

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230). The update 
attempts to reduce the diversity in practice in how certain cash receipts and payments are classified 
and presented in the statement of cash flows.  The update is effective for fiscal years beginning after 
December 15, 2017.  The Company is currently evaluating the impact of the new guidance on its 
financial statements. 

2. ACQUISITIONS OF ASSETS: 

On July 29, 2016, the Company acquired overriding royalty interests covering 11,817 net mineral 
acres located in the Permian Basin from Devon Energy Production Company, L.P. for $128.8 million.  
The transaction was funded by capital contributions from members. 

Additionally, throughout 2016, the Company acquired additional mineral and overriding royalty 
interests underlying 19,078 net mineral acres in multiple transactions for an aggregate acquisition 
cost of $222.5 million.  The acquisitions were focused primarily in the Permian and SCOOP/STACK 
Basins.  The acquisitions were funded through capital contributions from members, with the 
exception of two transactions which occurred in March 2016, which were financed with debt (see 
Note 3). 

3. DEBT: 

The Company entered into two notes payable in March 2016 for a total of $18.1 million to finance 
the acquisition of two transactions.  Each of the notes carried an interest rate of 9.0% per annum with 
maturity dates of May 18, 2016.  The notes were paid in full on May 18, 2016 with accrued interest 
of $0.3 million.  Upon payment of the outstanding balances, the notes were cancelled.  At December 
31, 2016, the Company does not have any debt outstanding.  

4. COMMITMENTS AND CONTINGENCIES: 

Legal Proceedings - The Company may from time to time be involved in various legal actions arising 
in the normal course of business or from activities associated with properties prior to their acquisition 
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by the Company. In the opinion of management, the Company’s liability, if any, in these pending 
actions would not have a material adverse effect on the financial position, results of operations or 
cash flows of the Company.  

Lease Commitments – The Company is not subject to any lease commitments.  All leases that are 
incurred in the ordinary course of business are held under FourPoint and LongPoint receives the 
benefit of such leases under the “Services Agreement”.  

5. MEMBERS’ CAPITAL: 

Capitalization and Distributions – LongPoint is a Colorado limited liability company with 
membership interests owned by a group of investor members (the “Investor Members”) and 
LongPoint Holdings, LLC, a Colorado limited liability company (“Holdings”). Prior to May 18, 2016, 
NorthPoint Energy, LLC (“NorthPoint”) was the only member of LongPoint. On May 18, 2016, 
membership interests in LongPoint were purchased by a certain portion of Investor Members. 
Additional Investor Members were admitted to the Company in July 2016, increasing the total 
outstanding members’ equity on that date. Holdings is currently owned by certain executive 
employees of FourPoint and officers of LongPoint. 

The limited liability company equity interests in the Company are expressed as units, with each unit 
comprising a member’s membership interest in the Company. As of December 31, 2016 there are 
three classes of units authorized, issued and outstanding; Class A Units, Class B Units, and Class C 
Units.  The Company is authorized to issue 100 Class C units each of which is entitled to a vote to 
elect, replace or remove the Managers of the Company (which requires a majority vote).  Other than 
this voting right the Class C members have no other voting rights and they hold no economic rights 
in the Company.  The majority of the Class C Units are controlled by one of the Investor Members.  
The number of Class A Units and Class B Units that the Company is authorized to issue is unlimited.  
The Class A Units and the Class B Units share the same voting rights as provided for in the Amended 
and Restated Operating Agreement of LongPoint Minerals, LLC (the “Operating Agreement”), which 
does not include voting rights with respect to matters involving the Manages of the Company.  The 
Class A Units are held by Holdings and the Class B Units are held by the Investor Members. 

Initially, distributions of cash or property may be made as determined by the Committee of Managers 
which will be allocated in proportion to the respective distributable shares of each of the Class A and 
Class B members.  Upon the receipt of distributions by the Investor Members (Class B Units) in an 
amount equivalent to the repayment of their capital contributions plus a set rate of return as specified 
in the Operating Agreement, distributions will then be made 80% to the Investor Members in 
proportion to their holdings of Class B Units and 20% to Holdings (Class A Units).  This distribution 
pattern will continue until distributions have been made to a certain class of Investor Members equal 
to a certain multiple of that Investor Member’s aggregate capital contributions (as defined in the 
Operating Agreement) after which distributions will then be made 77% to the Investor Members in 
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proportion to their holdings of Class B Units and 23% to Holdings. As of December 31, 2016, no 
distributions have been paid or declared by the Committee of Managers.  

The total equity commitment provided by the Investor Members related to the Class B Units was 
$631.6 million.  As of December, 31, 2016, LongPoint had called $437.0 million of the total equity 
commitment. 

Placement Fees – The Company incurred certain costs associated with the issuance of the 
membership interests to the Investor Members. As of December 31, 2016, LongPoint had paid $13.7 
million in placement fees, which was offset against members’ equity in the balance sheet. 

Membership Interests – The Investor Members have the right to purchase Holdings’ interest in 
LongPoint upon the occurrence of specified events. The purchase price is the appraised value of 
Holdings’ interest as if LongPoint was being liquidated at that time, as opposed to being valued as a 
going concern. Payment of the purchase price may be made over time but must be made no later than 
the final distribution in liquidation of LongPoint. In certain circumstances, although Holdings may 
no longer have an active interest in LongPoint, Holdings may continue to hold its membership interest 
in LongPoint. In this event, Holdings’ interest in LongPoint would be distributed to Holdings upon 
liquidation of LongPoint. 

Dissolution, Liquidation, and Terminations – Under the operating agreement of LongPoint, the 
Company shall be dissolved and its affairs wound up upon the first of the following to occur: 

• The election of the Committee of Managers to dissolve the Company; 

• The entry of a decree of judicial dissolution of the Company under Section 7-80-813 of the 
Colorado Limited Liability Company Act; or 

• The transfer of all or substantially all of the assets of the Company and the receipt and 
distribution of all proceeds therefrom. 

Management Incentive – Certain economic interests in Holdings have been granted by Holdings to 
employees of FourPoint. A portion of the interests being assigned are subject to forfeiture if certain 
events occur or if the grantee is no longer employed by FourPoint. The economic interests granted 
by Holdings have no voting rights with respect to Holdings. Distributions to holders of these 
economic interests will be funded out of the membership interests of Holdings. 
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6. OIL AND GAS PRODUCING ACTIVITIES: 

Net Capital Costs – Net capitalized costs related to the Company’s oil and gas producing activities 
resulting from acquisitions was $351.3 million in 2016. 

7. RELATED PARTY TRANSACTION: 

LongPoint incurred total fees of $4.6 million related to the Services Agreement with FourPoint (see 
Note 1) during 2016.  These fees are reflected in “General and administrative” line on the Statement 
of Operations.  At December 31, 2016, $0.7 million was due to FourPoint and is reflected in 
“Accounts payable and accrued expenses” in the accompanying balance sheet. 

A minority equity owner has served as an investment advisor to the Company. During 2016, 
LongPoint incurred $12.6 million of fees due to the equity owner associated with equity placement 
fees. 

A minority equity owner has provided land broker services and acquisition due diligence services to 
LongPoint. The Company incurred fees of $1.4 million in 2016 related to the equity owner.  The 
costs are reflected in oil and gas properties in the accompanying Balance Sheet.  At December 31, 
2016, $0.1 million is due to the equity owner and is reflected in “Accounts payable and accrued 
expenses” in the accompanying balance sheet.  

NorthPoint, an entity owned by an officer of the Company, owns or has certain rights to (i) third party 
software, (ii) propriety information and data and (iii) furniture, fixtures and equipment and other 
personal property located at the current office space leased by FourPoint. The Company has entered 
into a Usage Agreement with NorthPoint for the use of these assets. LongPoint incurred $0.3 million 
in 2016 of fees related to the Usage Agreement. No balance was due to NorthPoint at December 31, 
2016. 

8. SUBSEQUENT EVENTS: 

Subsequent events have been evaluated through March 31, 2017, the date the financial statements 
were issued, and other than the following, no additional subsequent events of material nature have 
been identified that require disclosure. 

In January 2017, LongPoint called the remaining equity commitment of $189.5 million from its 
existing investors.    

In January 2017, LongPoint closed on a transaction whereby it acquired 4,893 net mineral acres in 
the SCOOP/STACK Basin in Eastern Oklahoma for a purchase price of $72 million.  
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In March 2017, LongPoint executed an additional equity raise which provided an additional $200 
million of equity commitments.  Concurrent with the closing of the equity raise, LongPoint called 
$100 million of the additional commitment. This capital was issued in the form of Class D Units in 
the Company which were authorized to be issued per the Second Amended and Restated Operating 
Agreement of LongPoint Minerals, LLC.  The Class D Units carry the same rights and preferences 
as the Class B Units.  A minority equity owner served as the investment advisor for the equity raise, 
for which they were paid $4.0 million. 

 


