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Thank you, _____

It is a pleasure to participate again in the IPAA Oil & Gas Symposium here in New York. I am particularly pleased to be here right now to talk about the exciting plays we are pursuing in the Permian Basin as well as the emerging opportunities there that could translate into years of additional drilling.


This presentation contains statements expressing
expectations of future plans, objectives, and performance that
constitute forward-looking statements made pursuant to the
Safe Harbor Provision of the Private Securities Litigation
Reform Act of 1995. Unless noted, these statements do not
reflect possible or pending acquisitions, divestitures, or
restructurings. Statements based on expectations are
forward-looking statements that are dependent on certain
events, risks, and uncertainties that could cause actual results
to differ materially from those anticipated. A discussion of
risks and uncertainties may be found in the Company’s
periodic reports filed with the SEC.
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I will be making forward-looking statements in the course of my remarks today and encourage you to review our filings with the SEC for more information on the risks and uncertainties that could affect our future results of operations. 



* Based on North American Proved Reserves at YE|0, Bloomberg
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Energen Corporation is a top 20 independent producer of domestic oil, natural gas, and natural gas liquids.  We have more than 900 million barrels of oil-equivalent 3P reserves, including 343 million BOE of proved reserves. The majority of these reserves are in the liquids-rich Permian Basin of west Texas, where our production increased 27 percent in 2011.

Since mid-2009, we have capitalized on our balance sheet strength and financial capacity to acquire more than $900 million of proved properties and unproved leasehold in the Permian Basin. And we are investing record levels of capital  in 2012 to develop the vertical Wolfberry play in the Midland basin and to explore the 3rd Bone Spring sands in the Delaware basin.

Our Wolfberry and 3rd Bone Spring results to-date have exceeded our expectations, and we are positioned to look more closely this year at the horizontal Wolfcamp shale opportunity in both the Midland and Delaware basins. 

To support our active drilling and capital programs, we utilize hedging to help protect our cash flows from commodity price volatility.
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Energen’s operations are all on-shore in the contiguous U.S.  

Our largest area of operation is the Permian Basin, where we have had a presence since 1997. The Permian Basin is home to 54 percent of our total proved reserves, the focus of our capital investment, and the driver of our production growth. Energen Resources, our E&P company, is the 12th largest oil producer in Texas. 

Another 38 percent of our proved reserves are in the San Juan Basin in New Mexico and Colorado. We first moved into the San Juan Basin in 1997 with the acquisition of properties from Burlington Resources. Energen Resources is the 4th largest producer in the San Juan and the most active driller of horizontal wells in the Fruitland Coal formation. 
 
Our legacy assets are coalbed methane in Alabama’s Black Warrior Basin, where we explored for and developed methane from coal seams in the mid- to late- 1980s. We are the largest producer in the Black Warrior Basin.
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Energen Resources’ proved reserves at year-end 2011 increased 13.3 percent to a record 343.1 million BOE.  The graph on the left shows our year-end proved reserves by commodity, while the graph on the right shows our proved reserves by basin.

As you can see, our major proved reserve growth has been in oil and natural gas liquids driven by Permian Basin acquisitions, exploration, and development. We added 21 million BOE of proved reserves through acquisitions of Wolfberry properties and another 45 million BOE through proving up probable and possible reserves in the Delaware and Midland basins.

Oil and NGLs now comprise 54 percent of our proved reserves, up from 47 percent in 2010. 

We expect to report our year-end probable and possible reserves later this month.
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Record capital investment is driving double-digit production growth at Energen Resources. We invested $810 million of drilling and development capital in 2011 primarily in the Permian Basin. And we expect to invest a record  $890 million to drill and develop our assets in 2012, primarily in the Permian Basin. 

Acquisitions, such as the $66 million Wolfberry package we closed earlier this year, are not reflected in these numbers. Also not reflected is the potential increase in capital and drilling that likely would result from  BHP Billiton opting to move forward in a joint venture with us in the Delaware Basin. I’ll talk more about that later.

Almost half of our 2012 capital , or $415 million, will be deployed in the Midland Basin, where we plan to run 7-8 rigs to drill 170 net Wolfberry wells. Another $300 million will be invested in the Delaware Basin, where 5-7 rigs will focus on drilling some 39 net wells in the 3rd Bone Spring trend. And $140 million will go into our other Permian properties, primarily our legacy waterfloods as well as the Fuhrman-MASS-ko field. We expect to run 1-2 rigs and drill 119 net producers and injectors. 

We recently cut back on our San Juan capital program in light of low natural gas prices and now plan to spend just $35 million there in 2012, all in the first half of the year. Any slight impact on current year production is expected to be more than offset by existing production associated with the recent Wolfberry acquisition.
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Our 2011 production increased 8.6 percent in 2011 to a record 20.4 million BOE. Oil and NGL volumes increased 23 percent and 16 percent, respectively, while natural gas production was essentially flat.

We estimate that production in 2012 will increase more than 17 percent to a record 24 million BOE, with oil and NGL production growing 33 percent. 

The graph on the left shows our estimated production growth in 2012 by play. Not surprisingly, the vertical Wolfberry is the main driver of our estimated production growth this year, followed closely by 3rd Bone Spring production.

In the graph on the right, you can see that we expect oil and liquids to comprise more than 50 percent of our estimated production in 2013. 
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This slide shows our preliminary 2013 capital and drilling plans.  They will likely change in response to activities we undertake and opportunities we identify during the current year. But the fundamental message is clear: We have made a commitment to the Permian Basin and the production of oil and liquids, and  we plan to continue to invest significant dollars there over the coming years. 

You can see on the left our preliminary drilling plans for 2013 by area. As I mentioned earlier, the Delaware Basin projections would most likely increase if BHP Billiton decides to move forward in a joint venture with Energen Resources in Reeves County. 

Should natural gas prices remain depressed as they are today, we are prepared to eliminate ALL San Juan drilling in 2013.

The result of our oil and liquids focus is shown in the table on the right. By the end of 2013, given our current outlook for drilling and capital investment in 2012 and 2013, our oil and liquids production could well double from 2010 levels.
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Energen Resources has been an active player in the oil fields of the Permian Basin since the late 1990s.  

Beginning in 2009, we have invested more than $900 million there to acquire proved properties and unproved leasehold. Over this time, we have made what I consider to be seven major acquisitions. They are marked on this map with a diamond shape. 

Our acquisition of Range Resources’ interests in the Fuhrman Mascho Field in the Central Basin Platform in 2009 was first. Our acquisition from Sandridge Energy in 2010 of approximately 40,000 net acres in the Delaware Basin significantly expanded our footprint there. And we have had great success acquiring Wolfberry properties from private sellers in the Midland Basin. 

Our most recent acquisition was $65.8 million for Wolfberry properties in Midland County in February of this year.

Let’s take a closer look now at our opportunities and plans in the Midland and Delaware basins.
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In the Midland Basin, the Wolfberry is a vertical, tight-oil resource play that completes the Spraberry and Wolfcamp intervals as well as the Dean, Cline and Strawn . 

Found at depths of 7,500-10,500 feet, the 3,000 to 3,500-foot Wolfberry interval is typically completed with 6-8 fracs.
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The vertical Wolfberry play is in full development. These wells have estimated ultimate recoveries of 155,000 BOE, and the basin-wide product mix is predominantly oil and liquids. Our estimated cost to drill and complete a Wolfberry well in 2012 is $2.3 million.

During 2011, we drilled 153 net Wolfberry wells and completed another 22 wells that were spudded in 2010. Of these 175 wells, 122 were brought on line during 2011. Initial stabilized rates averaged 90 BOE per day, with oil comprising 72 percent of wellhead production.  We are very pleased with these results and our returns and expect to have continued success here.

We have approximately 34,600 net undeveloped acres in the vertical Wolfberry play, which translates into 865 potential drilling locations on 40-acre spacing. At the current drilling pace of  some 175 wells a year, Energen Resources has a five-year drilling inventory here.  In addition, microseismic indicates that our Glasscock and Reagan county properties may offer 20-acre downspacing potential. This could add another 550 wells – and three years -- to  our drilling inventory.

There is growing excitement about the horizontal Wolfcamp play in the Midland Basin south of our acreage position. We plan to get a look at what this play could mean for us when we participate this year as a non-operated partner in a horizontal Wolfcamp well near our Glasscock County acreage. We also are closely monitoring horizontal Cline activity in the Midland Basin.







B Platform Shelf Carbonates
E““““-“E Ca rbOnateS



Presenter
Presentation Notes
The Delaware basin offers us significant horizontal drilling opportunities in three exploratory plays:

the Avalon shale, located at the top of the Bone Spring section.
the 3rd Bone Spring sand; and
the Wolfcamp shale located below the Bone Spring section  at depths of 10,600-11,900 feet.

The bulk of our Delaware drilling to-date has focused on the 3rd Bone Spring sand and will, again, in 2012.

After drilling three Avalon test wells, we have decided to postpone further exploration of this gassier play and redirect those efforts to the deeper and oilier Wolfcamp shale. Production from Wolfcamp or 3rd Bone Spring wells will hold the rights to the shallower Avalon shale. 
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Our 3rd Bone Spring wells have EURs of 400,000 to 450,000 BOE per well, and the basin-wide product mix is predominantly oil and liquids. Our estimated cost to drill and complete a 3rd Bone Spring well in 2012 is $7.5 million.

During 2011, we drilled and completed 18 net wells and brought on line two wells that we spudded in 2010.  The aggregate performance of these 20 net wells exceeded our expectations, with initial stabilized rates averaging 573 BOE per day and oil comprising 70 percent of wellhead production.  

We encountered higher water cuts in some of the wells drilled west of the Pecos River, causing them to underperform.  Our 2012 drilling program is on the east side of the river, and we expect to achieve very positive results. In the meantime, we will continue to work to better understand the causes of the increased water to the west and how to mitigate its occurrence.

We have approximately 68,000 net undeveloped acres in the 3rd Bone Spring, which translates into 210 potential drilling locations on 360-acre spacing.  We believe some 110,000 net undeveloped acres are prospective for the Wolfcamp and Avalon shales, offering 340 potential locations per play based on 360-acre spacing.
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A definitive agreement signed in February by Energen Resources and BHP Billiton could lead to our joint exploration and development of 56,549 net acres in the Delaware Basin currently under lease to us in Reeves and Ward counties. With this agreement, we are positioned to gain an excellent industry partner with whom to explore multiple trends across a large acreage position on an accelerated basis. AND, we retain significant upside potential while minimizing our risk.
 
Under terms of the agreement, BHP  purchased  3 wells that we have already drilled for approximately $18 million. BHP will carry us in horizontal completion operations in two of the wells at an estimated cost of $12 million. In the third well, we will split completion costs. The three wells are denoted on this map with a green dot. Once BHP begins horizontal completions of 2 of the wells, they will have earned a 50% undivided interest in 4,829 net acres.

Then, by May 1st, BHP has the option to purchase from us a 50% undivided interest in 51,720 net acres. If BHP exercises this option, we expect to recoup all of our investment to acquire the joint venture acreage and still have a 50% interest. 

On a go-forward basis, the two companies would have rights to the Wolfcamp shale, the 3rd Bone Spring sands, and the Avalon shale. Should BHP exercise its option to purchase, the two companies will form Areas of Mutual Interest around the larger acreage blocks  and acquire future acreage in the Delaware Basin on a 50/50 basis. 
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HEDGING MINIMIZES PRICE RISK
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Hedging is an integral part of our business and business strategy…and has been for more than 15 years. Our approach to hedging is two-fold.  First, we typically use strip pricing for the first few years when modeling an acquisition; we will then hedge flowing production from that acquisition for 2-4 years to lock in our near-term returns.  Secondly, we also hedge up to 80 percent of our estimated production on an annual basis. 
 
We have 63% of our estimated production in 2012 hedged, including 82% of our oil. The average hedge price of $88.13 reflects acquisition hedges from 2009 as low as $70 per barrel  to recent hedges in excess of $100 per barrel.

Using the midpoint of our estimated production range for 2013, we have 60% of  our estimated production hedged, including 79% of our oil at a NYMEX-equivalent price of $90.52.  

Our cash costs in 2012 are an estimated $15 per BOE, and our net income break-even is estimated to be approximately $30 per BOE. 

We also are glad to have some 50 percent of our estimated natural gas production in2012 and 2013 hedged at a NYMEX-equivalent price close to $5.  
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Before I wrap up, I’d like to talk with you for just a moment about our small, single-state natural gas utility.

Our legacy business, Alagasco is a complement to our upstream operations and provides Energen shareholders an excellent rate of return. It also is the primary source of our cash dividend and key to maintaining our investment grade debt ratings. 

Alagasco provides natural gas to more than 425,000 homes, businesses and industries in central and north Alabama. It operates under a progressive rate-setting mechanism that provides us with the opportunity to earn an allowed return on average equity between 13.15 and 13.65 percent. Called Rate Stabilization and Equalization, this method has been in place for 29 years and has been renewed through 2015.

Alagasco’s rates are forward-looking in that they are based on the utility’s rate-year budget, and they are complemented by a real-time adjustment for temperature variances  from normal.
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As I mentioned, Alagasco  is the primary source for Energen’s cash dividend. It pays out the majority of its net income to fund the dividend while Energen Resources contributes small amounts periodically.

The Energen Board increased the dividend in January for the 30th year in a row. 
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g

ENERGEN Years Ended 12/31

S0 sms - sz
ms - sms
oeeresmonetme s s s

After-tax cash flows (Non-GAAP)
Changes in assets & liabilities and other
Net cash provided by operating activities (GAAP)

s
S s
S s

we L swsw o




E&P ATCF RECONCILIATION
g

ENERGEN Years Ended 12/31

(S in millions) 2010 2011 2012e

Net income (GAAP) $ 291 S 260 S$228 S 257
DD&A $ 248 S 284 S$415 S 415
Deferred income taxes, net S 134 S 129 S121 S 126
Other S 67 S 64 - -
After-tax cash flows (Non-GAAP) S 740 S 737 S764 S 793
Less: AGC cash flows from operations S(120) S (115) S (100) S (100)
Adj. cash flows from ops excl. AGC (Non-GAAP) S 620 S 622 S 664 S 693
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