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Southwestern Energy Co. is an independent holding company, which engages in the development and production activities
including related natural gas gathering and marketing. It operates through the Exploration and Production (E&P); and
Midstream Services segments. The E&P segment involves in the exploration and production of natural gas, oil, and natural
gas liquids. The Midstream Services segment deals with natural gas gathering activities. The company was founded on July
2, 1929 and is headquartered in Spring, TX.
Publicly traded companies mentioned herein: Devon Energy Corp (DVN), Energy Transfer Partners LP (ETP), Kinder Morgan Inc (KMI),
Southwestern Energy Co (SWN)

Highlights
Following the early February announcement that Southwestern (SWN) is “pursuing strategic alternatives for the Fayetteville Shale E&P
and related midstream gathering assets”, the presenter is bullish on SWN and sees multiple sources of upside for shareholders. He
believes the assets could fetch $2.5B in a sale. This would leave “core” SWN trading at a 2 - 3 turn discount to its Marcellus peers on an
EV/EBITDA multiple basis. While that may not seem significant, a re-rating of SWN’s multiple could lead to a 50% - 100% gain over 12 - 24
months.
In the presenter’s opinion, most of the Wall Street analysts covering SWN have not taken a hard look at the implications of SWN’s
announced plan. In his opinion, it could end up with a “best in class” cost structure, but he said he has only observed target price
reiterations or tweaks, largely based on changes to the multiples.
The Fayetteville legacy gas asset is a low multiple business. The asset is viewed poorly, as there is not a lot of great inventory.
However, the wholly-owned midstream assets have value. And, a key consideration, in his opinion, is the cost for long haul gas
takeaway going forward. SWN has been paying significantly more than it will, as volumes are “double booked on the Boardwalk and
Fayetteville Express pipelines; not putting any gas volumes on Kinder’s/ETP’s Fayetteville Express pipeline will save, apples-toapples, ~$160MM from 2018 - 2021 (this savings falls “right to the bottom line”).
On a pro forma basis, making that adjustment, the 2018 Fayetteville EBITDA could be ~$600MM at strip gas prices.
Because the midstream assets are wholly owned, there’s high FCF conversion (from EBITDA) and it’s not difficult for him
to envision a $2.5B deal. For example, if private equity stepped in and levered up 2x - 3x EBITDA, the cash returns/ IRR
could be 15% - 20% over five years (based on his model); so, there’s well over $2.5B of value there.
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If the restructuring is successful and yields SWN $2.5B, it will have a “huge” NOL with low tax leakage (perhaps resulting in AMT and
a hit of $100MM). It will create a Marcellus asset that should do over 2 Bcf/d in production (2018), and grow over 10% annually.
Comparing “new” SWN to its Marcellus peers, the presenter sees it trading roughly 2 – 3 turns cheaper (EV/EBITDA). “While
that may not sound like a material discount, on a $2.2B market cap company it’s easy to see how this could lead to a 50% 100% return”.
The presenter noted that Devon Energy recently sold mature Barnett shale assets for ~$550MM. The production level
averaged around 200 MMcf/d, and the value was $2,750 per flowing barrel, with no midstream component.
When asked if he thinks SWN will see a re-rating after Fayetteville is gone, the presenter said, “[It’s] just regular gas equity valuation
risk, so there’s no bid for that. But, [I’m] most optimistic about consolidation in the Northeast, as players need to take out cost and
there could be meaningful synergies”. SWN has 1400 employees, and ~1/3 would go with Fayetteville, so that leaves ~900. He could
envision a scenario where there’s at least $100MM of cost savings to be had, and if that’s capitalized at 6x it adds another $1/share
of value. “There are a lot of ways to win”.
The group also debated the $2.5B estimate on pro forma EBITDA of $600MM (a little over 4x). The presenter acknowledged that
there will be some [production] declines over time and estimates the capex spend necessary to manage “small” declines to be
~$200MM. Even if EBITDA is only $500MM in the out years, there will still have been a significant amount of FCF generated from
2018 - 2021.
There is a risk that SWN takes the cash and makes an acquisition; “there will be a temptation to do so”.
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Important Disclosures
This summary has been prepared by DeMatteo Research LLC (“DeMatteo” or the “Firm”). The Firm sponsors events featuring
institutional investors (“Presenters”). The opinions, estimates, projections, and views contained in this summary are those of, and
exclusively sourced from, the Presenters and may differ from those of the Firm. While the Firm attempts to summarize accurately the
comments of the Presenters, the summary is not endorsed by the Presenters.
This summary is provided for information purposes only and does not constitute an invitation or offer to subscribe to or purchase or
sell any of the products or services mentioned. It is intended for institutional investors only and should not be forwarded to third
parties. Securities, financial instruments or strategies discussed herein may not be suitable for all investors. The opinions and views
expressed in this summary do not take into account individual client circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments, or strategies to particular clients. DeMatteo is not, by making this
summary available, providing investment, legal, tax, financial, or accounting advice to the recipient of this summary or any other party.
DeMatteo is not acting as an advisor or fiduciary to any client in connection with providing this summary. Past performance is not
indicative of future results. This summary has been prepared based on information, including market prices, data and other
information, obtained from sources believed to be reliable; but DeMatteo does not warrant its completeness or accuracy. The Firm
makes no representation or warranty, express or implied, in respect thereof, and accepts no liability whatsoever for any loss arising
from any use of or reliance on this summary or its contents. Information, estimates, assumptions, and/or opinions expressed herein
are made as of the date of the Guest Speaker’s presentation and are subject to change without notice. DeMatteo assumes no obligation
to maintain or update this summary based on subsequent information and events. Further information on any of the securities
mentioned in this report may be obtained upon request.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
The Firm, the analyst involved in the preparation of this report, and members of the analyst’s household do not have a financial
interest in securities of any company discussed in the report.
As of the end of the month immediately preceding the issuance of this Research Report (or the end of the second most recent
month if publication date is less than 30 calendar days after the end of the most recent month), no analyst involved in the
preparation of this report has received compensation from any company discussed in this report or knows of any other actual,
report conflict of interest regarding this report.
Neither the Firm nor any affiliate has received compensation for investment banking services from any company discussed in the
report in the last twelve (12) months.
Neither the Firm nor its affiliates expect to receive or intend to seek compensation for investment banking services from any
company discussed in the report in the next three (3) months.
No company discussed in the report is, or during the 12-month period preceding the date of distribution of the report, was, a client
of the Firm.
No director, officer or employee of the Firm is a director of any company in which the Firm provides research coverage.
No analyst involved in the preparation of this report or any member of the analyst’s household serves as an officer, director or
advisory board member of any company discussed in the report.
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The Firm does not act as a market maker in the securities of any company discussed in the report.
Neither the firm nor any of its affiliates managed or co-managed a public offering of the securities for the subject company in the
past 12 months.
No analyst received any compensation from the subject company in the previous 12 months.

REG. AC Certification
The opinions, views and / or analyses of the companies and / or industries contained in this document generally consist of a summary
of a presentation made by one or more securities professionals at an event sponsored by DeMatteo Research LLC (“DeMatteo”) and are
not typically the views or opinions of the individual at DeMatteo responsible for the preparation of this document. Where any views or
opinions expressed in this document are attributed to the individual responsible for the preparation of this document, then such views
or opinions accurately reflect the personal views of the author of this document regarding the subject securities and / or issuers.
No part of the compensation of the individual responsible for the preparation of this report was, is or will be directly or indirectly
related to the specific recommendations or views contained in this document.
Copyright ©2018 DeMatteo Research LLC and/or its affiliates. All rights reserved.
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