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Legal Disclaimer

This report and its contents are not intended to be and do not constitute or contain any financial product advice. Investors should seek their own financial, legal and tax advice in respect of
any decision regarding any securities discussed herein. You should do your own research and due diligence before making any investment decisions, including with respect to the securities
discussed herein. We have a short interest in DEC’s securities and therefore stand to realize gains on our investment in the event that the price of such securities declines.

This presentation is for discussion and informational purposes only. The views expressed herein represent the opinions of Snowcap and its affiliates (collectively, “Snowcap”) as of the date
hereof. Snowcap reserves the right to change or modify any of its opinions expressed herein at any time and for any reason and expressly disclaims any obligation to correct, update or revise
the information contained herein or to otherwise provide any additional materials.

All of the information contained herein is based on publicly available information with respect to Diversified Energy Company PLC (the “company”), including public filings made by the
company and other sources, as well as Snowcap’s analysis of such publicly available information. Snowcap has relied upon and assumed, without independent verification, the accuracy and
completeness of all data and information available from public sources, and no representation or warranty is made that any such data or information is accurate. Snowcap recognises that
there may be confidential or otherwise non-public information with respect to the company that could alter the opinions of Snowcap were such information known. No representation, warranty
or undertaking, express or implied, is given as to the reliability, accuracy, fairness or completeness of the information or opinions contained herein, and Snowcap and each of its directors,
officers, employees, representatives and agents expressly disclaim any liability which may arise from this presentation and any errors contained herein and/or omissions here from or from any
use of the contents of this presentation.

Except for the historical information contained herein, the information and opinions included in this presentation constitute forward-looking statements, including estimates and projections
prepared with respect to, among other things, the company’s anticipated operating performance, the value of the company’s securities, debt or any related financial instruments that are based
upon or relate to the value of securities of the company (collectively, “company securities”), general economic and market conditions and other future events. You should be aware that all
forward-looking statements, estimates and projections are inherently uncertain and subject to significant economic, competitive, and other uncertainties and contingencies and have been
included solely for illustrative purposes. Actual results may differ materially from the information contained herein due to reasons that may or may not be foreseeable. There can be no
assurance that the company securities will trade at the prices that may be implied herein, and there can be no assurance that any opinion or assumption herein is, or will be proven, correct.

This presentation and any opinions expressed herein should in no way be viewed as advice on the merits of any investment decision with respect to the company, company securities or any
transaction. This presentation is not (and may not be construed to be) legal, tax, investment, financial or other advice. Each recipient should consult their own legal counsel and tax and
financial advisers as to legal and other matters concerning the information contained herein. This presentation does not purport to be all-inclusive or to contain all of the information that may
be relevant to an evaluation of the company, company securities or the matters described herein. This presentation does not constitute (and may not be construed to be) a solicitation or offer
Snowcap or any of its directors, officers, employees, representatives or agents to buy or sell any company securities or securities of any other person in any jurisdiction. This presentation
does not constitute financial promotion, investment advice or an inducement or encouragement to participate in any product, offering or investment or to enter into any agreement with the
recipient. No agreement, commitment, understanding or other legal relationship exists or may be deemed to exist between or among Snowcap and any other person by virtue of furnishing this
presentation. No representation or warranty is made that Snowcap’s investment processes or investment objectives will or are likely to be achieved or successful or that Snowcap’s
investments will make any profit or will not sustain losses. Past performance is not indicative of future results.

In no event will we be liable for any direct or indirect trading losses caused by any information available on this presentation. Think critically about our opinions and do your own research and
analysis before making any investment decisions. We are not registered as an investment advisor in any jurisdiction. By downloading, reading or otherwise using this presentation, you agree
to do your own research and due diligence before making any investment decision with respect to securities discussed herein, and by doing so, you represent to us that you have sufficient
investment sophistication to critically assess the information, analysis and opinions in this presentation. You should seek the advice of a security professional regarding your stock
transactions. The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily a guide
to future performance. Neither Snowcap nor any of its principals or agents accept any liability for any loss (including investment loss) or damage arising out of the use of all or any of our
presentations.

Funds managed by Snowcap currently beneficially own and/or have an economic interest in and may in the future beneficially own and/or have an economic interest in, company securities.
Snowcap intends to review its investments in the company on a continuing basis and depending upon various factors, including without limitation, the company’s financial position and
strategic direction, the outcome of any discussions with the company, overall market conditions, other investment opportunities available to Snowcap, and the availability of company securities
at prices that would make the purchase or sale of company securities desirable, Snowcap may from time to time (in the open market or in private transactions, including since the inception of
Snowcap’s position) buy, sell, cover, hedge or otherwise change the form or substance of any of its investments (including company securities) to any degree in any manner permitted by law
and expressly disclaims any obligation to notify others of any such changes. Snowcap also reserves the right to take any actions with respect to its investments in the company as it may deem
appropriate.

Snowcap has not sought or obtained consent from any third party to use any statements or information contained herein. Any such statements or information should not be viewed as
indicating the support of such third party for the views expressed herein. All trademarks and trade names used herein are the exclusive property of their respective owners.
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Executive Summary 

▪ Diversified Energy Company PLC (“DEC” or “the Company”) has grown rapidly by acquiring mature, low-

productivity oil & gas wells. Today, DEC is the single largest owner of gas wells in the US and a significant

contributor to US methane emissions.

▪ We are short DEC's equity. In our report we outline the following key findings:

▪ DEC's own reported production rates appear to indicate decline rates well in excess of

the headline decline rates claimed by the Company.

▪ DEC's self-reported "Discretionary Cash Flows" are calculated using - what we believe to be - a flawed

and misleading methodology. By our adjusted calculation, Discretionary Cash Flows in the last 12

months were just $3m (vs dividends of $162m). A dividend cut looks imminent.

▪ Based on our own modelling using marginally more conservative assumptions than the Company, we

estimate that DEC's retirement costs may exceed the cash flows from its business as early as 2036,

and that even with no future dividend payments to shareholders, DEC's cumulative cash flows may be

insufficient to cover its ARO costs.

▪ A recent study using satellite measurements to estimate the methane emissions intensity of 25 oil &

gas companies found that DEC’s methane emission intensity was as much as 16x higher than the

Company reports; and substantially above the threshold for methane fees under new IRA rules due to

start in 2024.

▪ Disclaimer: We have a short position in DEC's shares and stand to realise gains in the event DEC's share

price falls. As such, we have a vested interest in the price of DEC’s shares declining over time.
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Short Thesis Highlights

Decline Rates

Understated

▪ In the most recent quarter, we calculate that DEC's production rate declined at an annualized
rate of 18% (adjusting for divestments) vs 10% reported.

▪ We observe the same when we look at the long term trend; after adjusting for acquisitions, we
estimate that DEC's organic production has declined at an annualized rate of circa 12% since
2019; which is substantially higher than the 7% decline rate reported by the Company in 2019.

Unsustainable 

Dividends

▪ In its latest investor presentation, DEC provides a "Discretionary Cash Flows" metric as a proxy
for the underlying, sustainable cash flows of its business. This appears to imply ample dividend
coverage of 1.7x.

▪ We believe DEC's methodology is flawed and aggressive because it uses Adjusted EBITDA
rather than Cash from Operations and adds back debt issued for new acquisitions.

▪ Based on our adjusted methodology, we calculate Discretionary Cash Flows in the last 12
months were just $3m (vs total dividends of $162m).

ARO Funding 
Concerns

▪ DEC has marked down its Asset Retirement Liabilities (“AROs”) by delaying well retirement as
far out as 2095. The Company says it can fund these long-dated costs based on its own 50-
year cash flow projections. But these projections are highly sensitive to changes in DEC's long
term assumptions, which appear to be overly optimistic.

▪ Using a set of marginally more conservative assumptions around decline rate and long term
gas prices (in line with the EIA forecast), we model that DEC may struggle to fund its ARO
costs as early as 2036, and that even with no future dividend payments, DEC's cumulative
cash flows may be insufficient to cover its ARO costs.

Methane 

Emissions 

Higher than 

Reported

▪ A recent study based on independent satellite measurements found that DEC’s methane
emission intensity may be as much as 16x higher than the Company reports.

▪ Based on the independently measured emission numbers, DEC could be exposed methane
charges as high as $300m per annum under new IRA rules.
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Introduction to DEC
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1.9x

1.2x 1.0x
0.8x 0.8x 0.7x

DEC AR DWN RRC CHK EQT GPOR

(1) DEC Presentation
(2) EIA total US well count circa 700k.
(3) Gross Producing Wells as of December 2022 (Registration Doc), Peer well count as of 2021 as per Bloomberg.
(4) US average as per EIA. DEC average calculated as December 2022 Exit Rate / Net Producing Wells as of December 2022.
(5) Capital IQ as of 18/01/24. Peers as used in DEC’s investor presentations.

A highly-levered rollup of old oil and gas wells

▪ Since IPO in 2017, DEC has spent $2.7bn 

on 20+ acquisitions

33.5

1.9

US Average (2021) DEC

-93%

78k

37
26 22 20

DEC Exxon Mobil Chevron Hilcorp
Energy

Occidental
Petroleum

Acquisition Timeline1

▪ DEC is the single largest owner of oil & gas 

wells in the US, with c. 10% of the US total2

Well Count3 (Thousands)

▪ DEC's wells are on average 93% less 

productive than the US average4

▪ DEC has $1.6 billion of gross debt, most of 

which is ABS loans

Production Rate per Well (boe/d) Net Debt / NTM EBITDA5

3.1x

2.3

https://ir.div.energy/financial-information/sec-filings/content/0001104659-23-118868/tm2330473-1_20fr12b.htm
https://www.bloomberg.com/features/diversified-energy-natural-gas-wells-methane-leaks-2021/


6

23-Jan-24

Acquires mature, low-productivity oil & gas wells

Claims to extend the operating lives of wells via “smarter asset 

management”

Delays well retirement and associated plugging costs

Does not engage in drilling or exploration. Instead, 

must replenish declining production with new acquisitions

Securitises wells with amortising debt to support higher leverage

1

3

4

DEC’s unique business model

2

5
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Satellite Observed US Methane Emissions – Top 25 Listed US E&Ps
Source: Geofinancial Analytics November 2023 (Wayback Machine). Reflects observed emissions for 12-month period ending Mar-23

DEC’s delayed well retirement risks significant 
excess methane emissions

Diversified Energy

#1 Methane Intensity

3.4% Leak Rate

#1 Total Methane Emissions

~380,000 mtCH4-e p.a.

(1) Observed methane emissions calculated as US Production (CH4 equivalent) x Observed Leak Rate. Source: Geofinancial Analytics report
Note: Continental Resources has been delisted since data was collected but we have included for completeness.

Methane Emissions (Implied) (mtCH4-e) – LHS

Methane Leak Rate (%) - RHS

(mtCH4-e)

https://web.archive.org/web/20231218003546/https:/www.morganstanley.com/content/dam/im/staticContent/investment-ideas/responsible-investing/documents/signal-report-methane-special-lrt.pdf
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i. Production Decline 
Rates Understated
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DEC Decline Rate Disclosures
Source: Company Presentations

Low production decline rates are key to DEC's 
investment case
▪ DEC claims to achieve an industry-leading production decline rate of 10%1 (vs 28% for peers), 

underpinning  the Company’s purported business model and dividend payments.

▪ Substantial acquisition activity has historically made it difficult for investors to discern DEC’s decline rate for 

themselves.

(1) DEC Corporate Presentation (Nov-23), (Consolidated decline rate).

https://d1io3yog0oux5.cloudfront.net/_83ef0d67f6942b4b0ee7d291ac98ea22/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
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DEC Production Exit Rate (Mboe/d)
Source: Snowcap Analysis of Company Filings

95.0 

58.7

78.3 

Dec-19 Sep-23

DEC Legacy Assets Post-2019 Acquisitions

We estimate DEC's organic decline rate since 
2019 has been 12% (vs 7% projected at the time)

-12%
Annualised

Decline

DEC Presentation Mar-20

▪ We estimated DEC's organic decline rate since 2019 by backing out the contribution from acquisitions made 
since then (estimated using production rate and decline rates1 reported at the time of acquisition).

▪ By our estimate, DEC’s organic production rate since 2019 has declined at an annualized rate of 12% (vs 7% 
reported in 20192).

(1) Sep-23 production rates of acquisitions are estimated using production data and expected decline rates reported by the Company at the time of acquisition. In our calculation we 
conservatively assume that the decline rates for acquisitions have been constant. In reality, decline rates get smaller over time. DEC did not provide guidance on the expected decline rate 
for its Tanos acquisition, here we have assumed a 10% decline rate for the Tanos assets based on the reported post-acquisition consolidated decline rate of 8.5%. 

(2) DEC's  March 2020 Presentation (Pg. 34) stated that corporate decline for its existing portfolio as of December 2019 was 6-8%. 
(3) Adjustment for divestments reflects 3Mboe/d of production sold by the Company in June 2023.

Acquisition
Acquisition 

Date

Prod. Rate 

at Acq.

Decline Rate 

at Acq.

Est. Total Decline

Acq. to Sep-23

Est. Sep-23 

Prod. Rate2

Mboe/d % % Mboe/d

EQT May-20 9.0 9.0% 27.2% 6.6

Carbon May-20 9.1 4.0% 12.8% 7.9

Indigo May-21 8.0 14.0% 30.0% 5.6

Blackbeard Jul-21 16.0 8.0% 17.0% 13.3

Tanos1 Aug-21 14.0 10.0% 20.0% 11.2

Tapstone Dec-21 12.0 17.0% 28.7% 8.6

East Texas Apr-22 3.7 7.0% 9.9% 3.3

Conoco Sep-22 9.0 8.0% 8.1% 8.3

Tanos 2 Mar-23 17.0 32.0% 20.1% 13.6

Post-2019 Acquisitions as of Sep-23 (Estimate) 78.3 Mboe/d

DEC Consolidated as of Sep-23 (Reported) 134.0

(-) Post-2019 Acquisitions as of Sep-23 (Estimate) (78.3)

(+) Adjustment for Divestments3 3.0

(=) 2019 Assets as of Sep-23 (Estimate) 58.7 Mboe/d

2019 Assets as of Dec-19 (Reported) 95.0

2019 Assets as of Sep-23 (Estimate) 58.7

Organic Annualized Decline Rate (Dec-19 to Sep-23) (Estimate) 12.1%

A

B

A

B

https://d1io3yog0oux5.cloudfront.net/_797c54f90516c58fa904eaed49262a76/dgoc/db/604/5851/presentation/DGO_Earnings_Presentation_FY2019_Results.pdf
https://d1io3yog0oux5.cloudfront.net/_797c54f90516c58fa904eaed49262a76/dgoc/db/604/5851/presentation/DGO_Earnings_Presentation_FY2019_Results.pdf
https://d1io3yog0oux5.cloudfront.net/_6b737474c7ddf5be90cca19a89148262/dgoc/db/557/4307/pdf/DGOC+Acquisitions+2020May+vF5_for+website.pdf
https://d1io3yog0oux5.cloudfront.net/_6b737474c7ddf5be90cca19a89148262/dgoc/db/557/4307/pdf/DGOC+Acquisitions+2020May+vF5_for+website.pdf
https://d1io3yog0oux5.cloudfront.net/_5f2854aebb969aef3e50f098f0ab528c/dgoc/db/557/4296/pdf/DGOC_Acquisition_Presentation.pdf
https://d1io3yog0oux5.cloudfront.net/_b6b19a19b861612ff852f50bad67cf1d/dgoc/db/562/4482/pdf/DEC_Acquisition_Presentation_May_2021.pdf
https://d1io3yog0oux5.cloudfront.net/_1b272dd3ecc4239d87b7100be38d60fd/dgoc/db/562/4495/pdf/DEC_Acquisition_Presentation.pdf
https://d1io3yog0oux5.cloudfront.net/_80b2738fcb21ad498974ff199c0637cc/dgoc/db/562/4518/pdf/DEC_Acquisition_Presentation.pdf
https://polaris.brighterir.com/public/diversified_gas_and_oil/news/rns/story/x4p773x
https://d1io3yog0oux5.cloudfront.net/_d9ab8b80310b7340103f6a137e004aa1/dgoc/db/562/4590/pdf/DEC_Central_Region_Acquisition_Presentation.pdf
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/581/5824/pdf/DEC_Central_Region_Acquisition.pdf
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▪ DEC used this same methodology 

for reporting its decline rate2 in prior 

periods.

DEC Production Exit Rate (Mboe/d)
Source: Company Filings

Production numbers in the latest quarter 
indicate a decline rate of 18% (vs 10% reported)

141 134

Jun-23 Sep-23

-18%
Annualised

Decline

DEC Presentation Nov-23DEC Presentation Sep-23

▪ In the 3 months from June 2023 to September 2023, DEC’s reported exit production rate1 declined 7% from 
144mm Mboe/d to 134 Mboe/d.

▪ After adjusting for announced divestments made at the end of June (3 Mboe/d), we calculate that DEC’s “like-
for-like” production decline in the period was 5%; implying an annualized decline rate of 18%.

(1) DEC historically defined exit rate as the average daily production for the last month of the financial period. In our calculation we assume DEC's June 2023 reported exit rate includes a full 
month of production for the assets divested in June 2023 (announced 28 June 2023). We do not make any adjustment for the $16m sale of "undeveloped acreage" in July 2023.

(2) In its Interim 2022 presentation, DEC defined consolidated decline rate as “the change in exit rate” adjusted for the impact of acquired assets and increases to production from projects 
previously in progress.

DEC Presentation March 2021

Divestments (3)

https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
https://www.div.energy/wp-content/uploads/2023/09/DEC-Corporate-Presentation-September-2023.pdf
https://www.marketscreener.com/quote/stock/DIVERSIFIED-ENERGY-COMPAN-33943281/news/Diversified-Energy-sells-off-USD40-million-of-non-core-assets-44211375/
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/604/5854/presentation/DEC_2021_Interim_Results_Presentation.pdf
https://www.londonstockexchange.com/news-article/DEC/strategic-monetization-of-assets/16042636
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/604/5856/presentation/DEC_Interim_Results_2022_Presentation.pdf
https://d1io3yog0oux5.cloudfront.net/_797c54f90516c58fa904eaed49262a76/dgoc/db/604/5853/presentation/DGOC_2020_Final_Results_Presentation.pdf
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ii. Unsustainable Dividends
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DEC Reported Discretionary Cash Flows (FY22)
Source: DEC Corporate Presentation (Nov-23). Snowcap annotation in Red.

▪ DEC is both highly acquisitive and a serial capital raiser, obscuring the underlying cash flows of its business.

▪ In its most recent investor presentation, DEC reports a "Discretionary Cash Flows" metric as a proxy for 
the sustainable, underlying cash flows of its business. This includes an adjustment for acquisition costs to 
"offset" declining production.

▪ DEC's reported Discretionary Cash Flows of $249m imply healthy dividend coverage of 1.7x in FY221.

(1) Calculated as Discretionary Cash Flows / Total Dividends. See appendix for full calculation.

DEC reports healthy "Discretionary Cash Flows" 
which appear to support its dividends

Total Dividends (150)

Adjustment for acquisitions to 

offset declining production

https://d1io3yog0oux5.cloudfront.net/_83ef0d67f6942b4b0ee7d291ac98ea22/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
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(2) Cash Flow from Operations ex. Cash Taxes.
(3) See appendix for calculation.

Discretionary Cash Flows ($m) – FY221

Source: Company Presentation November 2023, Snowcap Calculation

249

68

DEC

(Reported)

Δ Adj. 

EBITDA  vs 

CFFO2

Snowcap

Total Dividends (150)

Debt for 

Offset

Acquisitions

Offset

Acquisitions 
@ 3.0x3

But these are calculated using an aggressive and 
conceptually flawed methodology

Uses Adjusted EBITDA rather than 
CFFO

Includes debt financing for 
new offset acquisitions but not 
debt amortised in line with 
declining EBITDA
This is conceptually wrong because it results in 
increased leverage.

Shrinking acquisition multiple
Assumes an offset acquisition multiple of 2.4x 
EV/EBITDA (vs 3.0x in FY21, and 4.0x in FY20).

Flawed Methodology

2

3

1

1 2 3

▪ DEC's methodology uses Adjusted EBITDA rather than Cash from Operations and adds back new debt issued 
for acquisitions (despite excluding debt repayments in line with declining EBITDA). It also assumes an 
aggressive offset acquisition multiple of 2.4x EV/EBITDA (vs 3.0 - 4.0x historically).

▪ Adjusting for the above, we calculate that Discretionary Cash Flows in FY22 were 73% lower than reported.

https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
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CFFO Cash interest Capex Gross acquisition 

costs to offset 

declines @ 3.0x 

multiple

Discretionary 

Cash Flows 

(Snowcap) 

We calculate  Discretionary Cash Flows were 
just $3m LTM to June (vs dividends of $162m)

Discretionary Cash Flows LTM – Snowcap Calculation ($m)1

Source: Company Filings, Snowcap Calculation

3

▪ In our methodology, we use DEC's Cash from Operations, exclude debt financing for new acquisitions, and 
assume a more conservative acquisition multiple of 3.0x. By our calculation, DEC's Discretionary Cash Flows 
LTM to June were just $3m (vs total dividends paid of $162m).

Total Dividends (162)
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DEC's dividend coverage has deteriorated 
substantially in recent periods

Illustrative Discretionary Cash Flows ($m)1

Source: Company Filings, Snowcap Calculation. See Appendix

Illustrative Dividend Coverage2

Source: Company Filings, Snowcap Calculation

0.0x

1.9x

(1) DEC’s Discretionary Cash Flows are illustrative based on the Company’s FY22 methodology. Offset acquisition multiple and leverage as per historical DEC investor materials. See appendix
(2) Dividend Coverage calculated as Discretionary Cash Flows / Total Dividends.

0.0x

1.0x

2.0x

3.0x

FY20 FY21 FY22 LTM 6/23

208 

168 

249 

313 

125 

156 

68 

3 

FY20 FY21 FY22 LTM 6/23

DEC (FY22 Methodology) Snowcap Dividends
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DEC Debt vs 2.5x Leverage Ratio Ceiling
Source: Snowcap Analysis of Company Filings

56 
265 

1,435 
1,282 

 -

 200

 400

 600

 800

 1,000

 1,200

 1,400

 1,600

 1,800

Dec-22 Jun-23 Dec-24

Amortising Loans Credit Facility Restricted Payment Provision

Furthermore, we estimate DEC may need to cut 
leverage by as much as $450m by December 

2.5x ND/EBITDA
Credit Facility Restricted 

Payment Ceiling & DEC Target 

Maximum Leverage

▪ DEC's credit facility contains a restricted payment provision, which limits the Company’s ability to pay 
dividends in the event that its total leverage ratio exceeds 2.5x Net Debt / EBITDA1.

▪ Based on consensus EBITDA estimates for FY24 – this implies a net debt ceiling of $1.06 billion in December 
2024 – or $450 million less than the Company’s latest net debt balance. We suspect that this may put 
substantial additional pressure on DEC's ability to pay dividends in the next 12 months2.

($455m)

Note:  DEC could theoretically increase its debt ceiling via new acquisitions, 

but this would only reduce the Company's funding requirement if they were 

made at an EV/EBITDA multiple of less than 2.5x

(1) DEC Registration Document (2023): “Our subsidiaries subject to such restrictions under our Credit Facility, from whom we derive significant cash flow, are restricted from making 
certain dividends or distributions based on financial tests, giving pro forma effect to any such payment, relating to (a) Available Free Cash Flow (as defined in the Credit Facility) of 
greater than zero, (b) a total net leverage ratio of 2.5 to 1.0 for the trailing four quarter period, and (c) available Liquidity of at least 25% of the Borrowing Base thereunder.”

(2) See appendix.
(3) Consensus Estimates from Capital IQ as of 01/01/24 (pre Appalachian Asset sale). Jan-24 announced sale of Appalachian Assets.

Headroom Calculation on Net Debt $m

FY24 Consensus EBITDA 457        

(-) FY24 EBITDA from Appalachian Assets Sold (35)         

PF FY24  EBITDA 422        

(x) Credit Facility Restricted Payment Provision 2.5x

Lock-up Ceiling on Net Debt (Dec-24) 1,055     

(-) Net Debt (Jun-23) (1,510)    

Headroom / (Reduction) (455)       

https://ir.div.energy/financial-information/sec-filings/content/0001104659-23-100070/filename1.htm
https://polaris.brighterir.com/public/diversified_gas_and_oil/news/rns/story/wv4kmzw
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iii. ARO Funding Concerns
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DEC’s Asset Retirement Obligation Liability (Jun-23)
Source: DEC Registration Document

▪ DEC assumes a 50 year weighted average 

retirement date for its wells.

$1,692m

$453m

~$110m2

Total ARO Cost ARO Recorded on
Balance Sheet

PV-10

(93%)

▪ In its ARO Supplement, DEC projects that it will retire its portfolio of 70,000+ wells across 75 years, with an average 

retirement date of 50 years.

▪ By delaying the timing of well retirement, DEC has significantly reduced the NPV of its ARO liabilities. As of Jun-22, 

the Company's reported PV-10 (NPV w/ 10% discount rate) for its ARO liabilities was just $103m, or $1.4k/well.

Note: Undiscounted ARO Cost ~72,000 wells (x) $23k/well avg. plugging cost. Average 50-year retirement rate.

(1) ARO Supplement (Nov-22)
(2) PV-10 for Jun-23 ARO estimated by adjusting the Company’s reported PV-10 of its Jun-22 ARO ($103m) by the relative increase in its reported undiscounted ARO ($1,692m / $1,600m). 

(73%)

Undiscounted 3.6% Discount Rate 10.0% Discount Rate

DEC has pushed back well retirement as far as 
2095, substantially reducing its ARO liabilities

ARO Supplement (Nov-22)

https://ir.div.energy/financial-information/sec-filings/content/0001104659-23-100070/filename1.htm
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
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190 
200 

49 

24 
14.3 

26.3 

3.1 
17.0 

Mar-18 Jun-18 May-20 Sep-22

CNX EQT1 EQT2 Conoco

Asset Retirement Obligations ($m) - DEC Carrying Value vs Prior Owners
Source: Company Filings. DEC acquisitions from publicly listed vendors.

Previous owners of DEC's wells valued the 
ARO liabilities significantly higher

10,349 12,128 889 515

ARO Liability recorded by Vendor at Sale

ARO Liability recorded by DEC at Acquisition

Wells

(#)

▪ In instances where DEC acquired wells from publicly listed vendors, filings reveal that these prior owners 

historically marked the associated ARO liabilities at substantially higher values.

▪ In multiple instances, DEC marked down the ARO liabilities by as much as 90%+ on acquiring the assets, resulting 

in a substantial paper gain.

-30%

-92% -87%

-94%
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DEC's ARO liabilities recently prompted 
questions from Congress

“We are concerned that your company may be vastly underestimating well 

cleanup costs. Such an underestimation would threaten Diversified Energy’s ability 

to cover environmental liabilities associated with cleaning up its oil and gas wells, 

which could create thousands of orphaned, methane-leaking wells and undermine 

efforts to respond to the worsening climate crisis.”

December 18, 2023

▪ In December last year, members of congress wrote to DEC describing the Company's liability accounting as 

"unusual", requesting DEC to provide more information on its treatment of ARO liabilities.

Note: Emphasis added by Snowcap.

https://assets.bwbx.io/documents/users/iqjWHBFdfxIU/rX6M8U6Z8N9U/v0
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DEC Illustrative 50 Year Retirement Scenario
Source: DEC ARO Supplement (Nov-22). 

DEC claims it can fund long-dated retirement costs 
based on its own 50-year cash flow modelling

Source: DEC ARO Supplement (Nov-22)

▪ DEC presents an illustrative 50-year complete retirement scenario, projecting that - over the course of 50 years - it 

will generate sufficient cash flow to retire all of its wells, pay down its debt, and fund dividends.

Retirement Costs

Free Cash 

Flow

We also provide a detailed, voluntary Asset 

Retirement Supplement presentation on our 

website to aid stakeholders’ understanding…

…We project the cash flow from our assets 

over their remaining lives without additional 

purchases, demonstrating that the assets 

calculated cash flow is sufficient to

(i) retire the assets at current values plus 

inflation,

(ii) repay 100% of the Company’s debt,

(iii) pay taxes and administrative costs, 

(iv) pay distributions to our investors.

DEC Response to Congress (Jan-24)

Year 50

Note: Emphasis added by Snowcap.

“

https://www.rns-pdf.londonstockexchange.com/rns/1838Z_1-2024-1-10.pdf
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Decline Rate Gas Price Cost Structure ARO Cost
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DEC's own projections appear to rely on 
multiple overly optimistic assumptions
▪ DEC’s 50-year projections are predicated on long-term assumptions on gas prices, decline rate, cost structure, and 

well plugging costs.

1 2 3 4

HH Gas Price ($/mmbtu)

DEC Assumes 

NYMEX Strip 

to 2034

EIA Forecast

$4.91

All-in Production Cost ($/boe) ARO Cost / Well ($k)50yr Production (MMboe)

785 

702 

636 
582 

4.50% 5.50% 6.50% 7.50%

TERMINAL DECLINE RATE

-11%
-19%

-26%

Sensitivity

4.5%

DEC 

Capex: Declining 4.5% p.a. (DEC Oct-21)

G&A: Declining 3.0% p.a. (DEC Oct-21)

DEC

$3 GAS

$4 GAS

4.5%
DR

Capex: 100% variable with production

G&A: Linked to both production and 

well count

5.5%
DR

Sensitivity 5.5%
DR

$3.8

3rd Party Estimates for

DEC Wells

DEC 

(1) Illustrative production figures based on DEC’s adjusted Jun-23 exit production rate of 141mboe/d. Assumes 10% initial decline rate with terminal decline achieved after in year 10 onwards.

(2) EIA Annual Energy Outlook 2023. $3.8 reflects average from price from 2034-50.

(3) Sensitivity case reflects assumptions previously used by DEC in its illustrative ARO modelling from Oct-21.

(4) ORVI (2022). Wright & Co (2018).

$23k

30

53

DECWright & CoORVI

20182022 2022

https://www.eia.gov/outlooks/aeo/data/browser/#/?id=13-AEO2023&cases=ref2023&sourcekey=0
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5822/pdf/Diversified_Energy_Capital_Markets_Day_2021.pdf
https://ohiorivervalleyinstitute.org/wp-content/uploads/2022/04/Diversified-Appendices-FINAL.pdf
https://d1io3yog0oux5.cloudfront.net/_383231c4339b4044642461207dd69314/dgoc/db/557/4322/pdf/Wright+Presentation+09-11-18.pdf
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Retirement Modelling Key Assumptions – DEC 50yr Case vs Sensitivity Case
Source: DEC’s “Illustrative 50 Year Complete Portfolio Retirement Scenario” as shown in ARO Supplement (Nov-22)1

We recreated DEC's retirement case using 
marginally more conservative assumptions

DEC 50yr Case Sensitivity

Decline Rate

Initial 10.0% 11.0% DEC 50yr Case +1.0%

Yr 11+ 4.5% 5.5% DEC 50yr Case +1.0%

Gas Price

Yr 1-10
NYMEX strip (inc. impact 

of DEC hedges)

NYMEX strip (inc. impact 

of DEC hedges)

Yr 11+ $4.91/mmbtu EIA Forecast
Natural Gas Spot Price at Henry Hub as per 

EIA’s Annual Energy Outlook 2023

Capex
Variable with 

production

Fixed

(declining 4.5% p.a.)
DEC Oct-21 ARO Modelling (page 102)

ARO $23k/well $35k/well
Wright & Co (2018) $30k/well 2018 estimate for 

DEC wells, adjusted for inflation

▪ We attempted to recreate DEC’s Illustrative 50 Year Retirement Scenario using a set of marginally more 
conservative assumptions ("Sensitivity Case").

▪ Our assumptions include a terminal decline rate of 5.5% (vs 4.5%), long term gas prices in line with the EIA’s 
forecast, capex assumptions consistent with those used by DEC in previous scenario modelling, and ARO costs of 
$35k per well – based on a third-party estimate carried from 2018 adjusted for inflation.

https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://www.eia.gov/outlooks/aeo/data/browser/#/?id=13-AEO2023&cases=ref2023&sourcekey=0
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5822/pdf/Diversified_Energy_Capital_Markets_Day_2021.pdf
https://d1io3yog0oux5.cloudfront.net/_383231c4339b4044642461207dd69314/dgoc/db/557/4322/pdf/Wright+Presentation+09-11-18.pdf
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IMPACTED BY 

HEDGES

(100)

(50)

 -

 50

 100

 150

 200

 250

 300

2
0
2

4

2
0
2

5

2
0
2

6

2
0
2

7

2
0
2

8

2
0
2

9

2
0
3

0

2
0
3

1

2
0
3

2

2
0
3

3

2
0
3

4

2
0
3

5

2
0
3

6

2
0
3

7

2
0
3

8

2
0
3

9

2
0
4

0

2
0
4

1

2
0
4

2

2
0
4

3

2
0
4

4

2
0
4

5

2
0
4

6

2
0
4

7

2
0
4

8

2
0
4

9

2
0
5

0

2
0
5

1

2
0
5

2

2
0
5

3

2
0
5

4

2
0
5

5

2
0
5

6

2
0
5

7

2
0
5

8

2
0
5

9

2
0
6

0

2
0
6

1

2
0
6

2

2
0
6

3

2
0
6

4

2
0
6

5

2
0
6

6

2
0
6

7

2
0
6

8

2
0
6

9

2
0
7

0

2
0
7

1

2
0
7

2

Free Cash Flow before ARO Costs (Projection) – DEC 50yr Case vs Sensitivity Case
Source: Snowcap proprietary modelling of DEC’s “Illustrative 50 Year Complete Portfolio Retirement Scenario” as shown in ARO Supplement (Nov-22)1

Under our modelling, DEC may struggle to fund 
well plugging costs from 2036 onwards....

$35k/well ARO Cost

$23k/well ARO Cost

Note: Chart shows Snowcap modelling of an illustrative “roll-off” scenario (where no further acquisitions are assumed) and is not meant as a financial forecast for DEC.

(1) Updated for LTM Financials, Production figures and current NYMEX HH Strip pricing as of 18/01/24. Full assumptions of both cases detailed in appendix.

DEC: FCF covers well 

retirement costs in every year

Snowcap: FCF does not cover well 

retirement from 2036 onwards

▪ Our modelling shows that DEC's future cash flows are highly sensitive to changes in decline rate and long term 
gas prices. Under our alternative assumptions, DEC's cash flows may struggle to cover its well plugging costs 
from 2036 onwards.

https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
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DEC 50yr Case1

Even without future dividends, DEC's cumulative 
cash flows may not cover its ARO costs

Note: Figures reflect Snowcap modelling of an illustrative “roll-off” scenario (where no further acquisitions are assumed) and are not meant as a financial forecast for DEC.

(1) Snowcap reproduction of DEC’s Illustrative 50-year Complete Portfolio Retirement Scenario from ARO Supplement (Nov-22). “Sensitivity Case” reflects Snowcap modelling of DEC 50yr Case 

with alternative assumptions applied. Full assumptions and cases detailed in appendix.

(2) Free Cash Flow defined as Operating Cash Flow less Tax, Maintenance Capex and Interest Expense. Reflects sum of Total Undiscounted Free Cash Flow projected from Jun-23 to Dec-72. 
In Snowcap’s “Sensitivity Case” operations are assumed to cease after 2045, when Free Cash Flow becomes negative. See appendix for bridge between cases.

Free Cash 

Flow1

Undiscounted

Debt 

Repayment

ARO Costs
$23k/well

Discounted 

@15%

100% Wells Retired

$0.3bn Equity Value

Dividend 

Potential
Undiscounted

Sensitivity Case

~$2bn Unfunded ARO Liability

<20% Wells Retired

Negative Equity Value

ARO Costs
$35k/well

Debt 

Repayment

Free Cash 

Flow
Undiscounted

Dividend 

Potential
Undiscounted

▪ In our "Sensitivity Case", DEC's cumulative free cash flows after debt repayment are not sufficient to cover its ARO 
costs - even if we assume no further dividends are paid to shareholders.

▪ We believe our modelling demonstrates the need for DEC to provision for its ARO costs before paying dividends.

Wright & Co’s 2018 

Estimate for DEC wells 

adjusted for inflation

https://d1io3yog0oux5.cloudfront.net/_83ef0d67f6942b4b0ee7d291ac98ea22/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_383231c4339b4044642461207dd69314/dgoc/db/557/4322/pdf/Wright+Presentation+09-11-18.pdf
https://d1io3yog0oux5.cloudfront.net/_383231c4339b4044642461207dd69314/dgoc/db/557/4322/pdf/Wright+Presentation+09-11-18.pdf
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2021

Sinking Fund

2022

No Sinking Fund

DEC has scrapped a previously planned 
ARO Pre-fund Account

▪ DEC claims that it does not need to provision for its ARO liabilities via a sinking fund because its projected cash 
flows will supposedly exceed its ARO costs in any single year.

▪ Yet prior to 2022; DEC’s own retirement modelling showed free cash flow turning negative post year 38, with ARO 

costs in these later years funded via an ARO pre-fund account.

Source: Company Filings. Snowcap's annotation in Red.

Free Cash 

Flow

Negative FCF  year 

38 onwards

Long Term AROs funded 

by Pre-Fund Account

Pre-fund ARO Account

FCF covers well retirement costs in 

any single year. No sinking fund

DEC ARO Modelling

https://web.archive.org/web/20220120104511/https:/d1io3yog0oux5.cloudfront.net/_df60f01b5b91319dbc72bdd808293fe9/dgoc/db/562/4383/pdf/DEC_Asset_Retirement_Supplement.pdf
https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
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iv. Observed Methane 
Emissions Higher than 
Reported
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DEC Reported Methane Leak Rate %, NGSI
Source: Company Filings

▪ DEC tells investors that its emissions will fall 

below the IRA threshold:

DEC tells investors that its methane emissions 
will be below the 2024 IRA fee threshold...

2.17 

0.29 0.28 
0.21 

2019 2020 2021 2022
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0.20
IRA Threshold

“Diversified’s 2022 NGSI intensity 

of 0.21% is fractionally above the 

proposed threshold of 0.20% for 

production assets. However, our 

GHG emissions reduction 

initiatives should bring us below 

the threshold, thus avoiding any 

financial penalties.”

▪ Effective in 2024, the Methane Emissions Reduction Program (“MERP”) under the Inflation Reduction Act will 
charge companies for methane emissions above a certain intensity threshold.

▪ DEC claims that its methane intensity is "fractionally" above this threshold and that it will be able to reduce its 
intensity to below the 0.20% threshold in future periods.

DEC 2022 Sustainability Report

90% reduction in DEC’s 

reported methane emissions 

intensity since 2019

https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/556/4674/file/Diversified_ESG_Report_2022_FINAL-PDF.pdf
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Annual Methane 

Emissions from 

Venting

Pneumatic Device 

Count

Emission Factor for 

Pneumatic Devices

Methane Content

Estimated Operating 

Hours

Following a recent change in methodology, 
DEC's reported methane intensity fell 60%

=

X

X

X

▪ In 2021, DEC switched from using the EPA methodology for reporting its methane emissions to the IPCC. This 
resulted in the Company’s 2020 methane emissions being restated, with a 60% reduction1.

▪ Critically, the IPCC method allows companies to estimate their emissions via self-measurement as opposed to the 
EPA, which stipulates the use of standardised theoretical emission factors in estimates.

Methane Emissions from Venting Methodology – EPA vs IPCC

13.5

5.5

EPA IPCC

Emission Factors for Pneumatic 

Devices (scf/h)2

EPA vs IPCC Methodologies

▪ IPCC rules allow the use of “best 

engineering estimates” for emission 

factors whereas the EPA rules stipulate 

use of standardised theoretical factors:

“As we anticipated from the Project Fresh 

work, our 2021 Appalachia emissions 

were significantly lower when we applied 

actual measurements as permitted under 

IPCC European reporting standards 

versus the application of the US EPA’s 

dated, theoretical factor methodology.”

DEC 2021 Sustainability Report

Source: EPA, IPCC.

(1) DEC 2021 Sustainability Report.

(2) DEC Capital Markets Day 2021 Presentation.

Standardised 

Theoretical Factor

Factor based on 

DEC’s self-

measurements

https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/556/4674/file/Diversified_ESG_Report_2022_FINAL-PDF.pdf
https://www.div.energy/wp-content/uploads/2023/09/Diversified_ESG_Report_2021_Final_Web.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5822/pdf/Diversified_Energy_Capital_Markets_Day_2021.pdf
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▪ Independent satellite data observed a methane 

leak rate of 3.4% across DEC's wells

0.21 %

3.4 %

DEC Reported Observed by Third Party
Satellite Data

Recent satellite measurements found DEC’s 
methane emissions were higher than reported

DEC Methane Leak Rate, %
Source: Geofinancial Analytics November 2023 (Wayback Machine)

0.20
IRA Threshold

• Between March 2022 and March 2023, Geofinancial Analytics used satellite data to measure methane 
concentration at over 150,000 active wells operated by the top 25 listed US O&G producers. Each well was 
observed on average 53 times over the 12-month period.

• Based on the observed data, Geofinancial Analytics estimated that DEC's methane emissions intensity 
was 3.4%; substantially higher than the methane intensity reported by the Company in 2022.

Note: DEC's numbers are consistent with Morningstar's reporting on the data updated as of Jan 8 2024 to "reflect accurate data".

12-mths to Dec-22 12-mths to Mar-23

https://web.archive.org/web/20231218003546/https:/www.morganstanley.com/content/dam/im/staticContent/investment-ideas/responsible-investing/documents/signal-report-methane-special-lrt.pdf
https://www.morningstar.co.uk/uk/news/243509/us-oil--gas-giants-face-%2448bn-in-methane-related-charges-study-claims.aspx
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DEC could be exposed to substantial methane 
fees under new IRA rules
▪ The EPA is currently finalising changes to its reporting methodology with the intention of significantly 

increasing the accuracy of reported emissions.

▪ Based on the independently measured estimates by Geofinancial Analytics, DEC could be liable for annual 
IRA fees as high as $325m per annum; well in excess of its current consensus free cash flow forecast.

DEC Estimated IRA Fees Payable on Methane Emissions
Source: Morningstar

▪ In August 2023, the EPA proposed 

changes to its methodology with the aim 

of increasing the accuracy of reported 

emissions. These changes include the

proposed use of satellite data to help 

improve emissions measurement 

accuracy.

“This rule proposes to use these 

top-down methods [measurement 

approaches that utilize information 

from satellite, aerial, and continuous 

monitoring] to supplement the other 

requirements for periodic 

measurement and calculation of 

annual emissions.” EPA, August 2023

Consensus Free Cash Flow from Capital IQ as of 18/01/24.

$220m 

$325m 

$433m 

$542m 

2024E FCF
(Consensus)

2024 2025 2026

https://www.morningstar.co.uk/uk/news/243509/us-oil--gas-giants-face-%2448bn-in-methane-related-charges-study-claims.aspx
https://www.govinfo.gov/content/pkg/FR-2023-08-01/pdf/2023-14338.pdf


33

23-Jan-24

Appendix
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Cash Flow Forecast – DEC 50yr Retirement Case
Source: Snowcap Analysis. Illustrative 50-year roll-off scenario. Assumptions as detailed on slide 37.

DEC 50YR Roll-Off LTM 2H23 2024 2025 2026 2027 2028 2029 2030 2031 2032 2042 2052 2062 2072 50 year life

Illustrative Undisc. 10% Disc. Jun-23 Dec-23 Dec-24 Dec-25 Dec-26 Dec-27 Dec-28 Dec-29 Dec-30 Dec-31 Dec-32 Dec-42 Dec-52 Dec-62 Dec-72

Production Stub.

BoP Daily Production Mboe/d 141.0   133.7   121.1   110.3   101.1   93.2     86.4     80.7     75.7     71.5     44.8     28.3     17.8     11.3     

Decline % 10.0% 9.5% 8.9% 8.4% 7.8% 7.3% 6.7% 6.2% 5.6% 5.1% 4.5% 4.5% 4.5% 4.5%

EoP Daily Production Mboe/d 141.0 133.7   121.1   110.3   101.1   93.2     86.4     80.7     75.7     71.5     67.8     42.8     27.0     17.0     10.8     

Average for Period Mboe/d 138.2 137.4 127.4 115.7 105.7 97.1 89.8 83.5 78.2 73.6 69.6 43.8 27.7 17.4 11.0

Production (BOE) MMBoe 50        25        47        42        39        35        33        30        29        27        25        16        10        6          4          

Production (CFE) Bcfe 303      152      280      253      231      213      197      183      171      161      153      96        61        38        24        

% Hedged % 81% 82% 71% 52% 46% 47% 34% 12% 0% 0% 0% 0% 0% 0%

Commodity Pricing Stub.

Hedged Price $/Mcf 3.7       3.2       3.4       3.3       3.2       2.8       2.6       2.7       DEC Hedges as of 30/09/23

Unhedged Price $/Mcf 2.8       2.9       2.7       3.3       3.4       3.3       3.3       3.5       3.6       3.5       4.6       4.6       4.6       4.6       10yr NYMEX then $4.9/mmbtu

Weighted Price $/Mcf 3.4       3.5       3.1       3.2       3.3       3.3       3.1       3.1       3.4       3.6       3.5       4.6       4.6       4.6       4.6       

Cash Flow  (USDm unless otherwise stated) Stub.

Production Bcfe 303      152      280      253      231      213      197      183      171      161      153      96        61        38        24        

(x) Weighted Price (inc. hedges) $/Mcf 3.4       3.5       3.1       3.2       3.3       3.3       3.1       3.1       3.4       3.6       3.5       4.6       4.6       4.6       4.6       

Commodity Revenue 1,043   535      880      816      767      700      607      558      587      574      531      440      278      175      111      

Midstream Revenue 33        15        29        28        27        27        26        25        24        24        23        17        12        9          7          3% decline p.a.

Other Income 25        

Total Revenue 1,101   550      909      844      794      727      633      584      611      597      554      457      291      184      118      

LOE (213)    (106)    (203)    (191)    (181)    (172)    (165)    (158)    (152)    (146)    (142)    (99)      (65)      (36)      (11)      60% var. / 40% fixed $/well

Midstream Expense (72)      (36)      (69)      (67)      (65)      (63)      (61)      (59)      (58)      (56)      (54)      (40)      (29)      (22)      (16)      3% decline p.a.

Gathering & Transportation (110)    (54)      (106)    (102)    (99)      (96)      (93)      (91)      (88)      (85)      (83)      (61)      (45)      (33)      (24)      3% decline p.a.

Production Taxes (71)      (16)      (31)      (35)      (35)      (32)      (29)      (26)      (25)      (23)      (21)      (18)      (11)      (7)        (4)        4% of revevenue

G&A (79)      (40)      (76)      (73)      (69)      (67)      (64)      (62)      (60)      (58)      (56)      (40)      (26)      (14)      (4)        50% var. / 50% fixed $/well

Adj. EBITDA 8,239     2,858     554      298      424      376      345      296      220      188      229      229      198      199      114      72        58        

(-) Other Operating Cash Items (202)    

(-) Adj. Cash Taxes (629)      (212)      2          (36)      (34)      (27)      (23)      (15)      -      -      (5)        (7)        (1)        (22)      (8)        (3)        (2)        

(-) Maintenance Capex (1,150)   (442)      (74)      (37)      (68)      (62)      (57)      (52)      (48)      (45)      (42)      (39)      (37)      (23)      (15)      (9)        (6)        100% variable (production)

(-) Interest Expense (380)      (292)      (110)    (44)      (79)      (65)      (53)      (43)      (34)      (27)      (20)      (11)      (3)        -      -      -      -      

Free Cash Flow 6,079     1,911     170      181      243      221      212      187      138      116      163      172      157      154      90        60        50        

(-) ABS Amortisation (1,285)   (949)      -      (120)    (200)    (178)    (171)    (174)    (176)    (144)    (110)    (12)      -      -      -      -      -      DEC schedule

(-) ARO Expense (1,692)   (256)      -      (4)        (9)        (12)      (14)      (16)      (19)      (21)      (24)      (26)      (28)      (38)      (38)      (38)      (38)      $23k/well

(+/-) RCF Draw  / Repayment (225)      (113)      -      -      (33)      (32)      -      4          57        49        (29)      (134)    (106)    -      -      -      -      3.25x Ceiling. Cash Sweep above 2.5x. 

Cash Flow to Equity 2,878     593        -      57        -      -      27        -      -      -      -      -      22        115      52        21        12        

EoP Net Debt $m 1,510  1,390  1,157  947     776     606     487     392     253     106     -      -      -      -      -      

Leverage ND/EBITDA 2.7x 2.33x 2.73x 2.52x 2.25x 2.04x 2.21x 2.09x 1.10x 0.46x 0.00x 0.00x 0.00x 0.00x 0.00x

Cost/boe $ $10.8 $11.4 $11.9 $12.6 $13.1 $13.6 $14.0 $14.4 $14.8 $15.2 $15.4 $17.6 $19.0 $19.2 $16.3

EoP Well Count Thousands 72.0    71.9    71.5    71.0    70.4    69.7    68.9    68.0    67.0    65.9    64.7    49.0    32.7    16.3    -      

TOTALS

 10% initial. 4.5% from 2033  

Note: Figures reflect Snowcap illustrative modelling of a “roll-off” scenario (where no further acquisitions are assumed) and are not meant to constitute forecast financials for DEC. Does not 

include impact of announced Jan-24 Appalachian Assets sale.
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DEC 50YR Roll-Off LTM 2H23 2024 2025 2026 2027 2028 2029 2030 2031 2032 2042 2052 2062 2072 No operations after 2045 (FCF negative)

Illustrative Undisc. 10% Disc. Jun-23 Dec-23 Dec-24 Dec-25 Dec-26 Dec-27 Dec-28 Dec-29 Dec-30 Dec-31 Dec-32 Dec-42 Dec-52 Dec-62 Dec-72

Production Stub.

BoP Daily Production Mboe/d 141.0   133.0   119.1   107.3   97.2     88.7     81.4     75.1     69.7     65.1     36.8     -      -      -      

Decline % 11.0% 10.5% 9.9% 9.4% 8.8% 8.3% 7.7% 7.2% 6.6% 6.1% 5.5% 0.0% 0.0% 0.0%

EoP Daily Production Mboe/d 141.0 133.0   119.1   107.3   97.2     88.7     81.4     75.1     69.7     65.1     61.2     34.8     -      -      -      

Average for Period Mboe/d 138.2 137.0 126.0 113.2 102.3 93.0 85.0 78.2 72.4 67.4 63.2 35.8 0.0 0.0 0.0

Production (BOE) MMBoe 50        25        46        41        37        34        31        29        26        25        23        13        -      -      -      

Production (CFE) Bcfe 303      151      277      248      224      204      187      171      159      148      139      78        -      -      -      

% Hedged % 81% 83% 73% 53% 48% 49% 37% 13% 0% 0% 0% n/a n/a n/a

Commodity Pricing Stub.

Hedged Price $/Mcf 3.7       3.2       3.4       3.3       3.2       2.8       2.6       2.7       DEC Hedges as of 30/09/23

Unhedged Price $/Mcf 2.8       2.9       2.6       3.3       3.3       3.3       3.3       3.5       3.6       3.5       3.8       -      -      -      10yr NYM EX then EIA Forecast

Weighted Price $/Mcf 3.4       3.5       3.1       3.2       3.3       3.3       3.0       3.0       3.4       3.6       3.5       3.8       -      -      -      

Cash Flow  (USDm unless otherwise stated) Stub.

Production Bcfe 303      151      277      248      224      204      187      171      159      148      139      78        -      -      -      

(x) Weighted Price (inc. hedges) $/Mcf 3.4       3.5       3.1       3.2       3.3       3.3       3.0       3.0       3.4       3.6       3.5       3.8       -      -      -      

Commodity Revenue 1,043   534      871      796      739      666      568      517      541      526      482      295      -      -      -      

Midstream Revenue 33        15        29        28        27        27        26        25        24        24        23        17        -      -      -      3% decline p.a.

Other Income 25        

Total Revenue 1,101   549      901      825      766      692      594      542      566      550      505      312      -      -      -      

LOE (213)    (106)    (201)    (189)    (178)    (169)    (161)    (153)    (147)    (141)    (136)    (92)      -      -      -      60% var. / 40% fixed $/well

Midstream Expense (72)      (36)      (69)      (67)      (65)      (63)      (61)      (59)      (58)      (56)      (54)      (40)      -      -      -      3% decline p.a.

Gathering & Transportation (110)    (54)      (106)    (102)    (99)      (96)      (93)      (91)      (88)      (85)      (83)      (61)      -      -      -      3% decline p.a.

Production Taxes (71)      (16)      (31)      (35)      (33)      (30)      (28)      (24)      (23)      (21)      (19)      (12)      -      -      -      4% of revevenue

G&A (79)      (39)      (76)      (74)      (71)      (69)      (67)      (65)      (63)      (61)      (59)      (44)      -      -      -      3% decline p.a.

Adj. EBITDA 3,575     2,109     554      297      418      358      319      265      184      150      188      185      153      63        -      -      -      

(-) Other Operating Cash Items (202)    

(-) Adj. Cash Taxes (110)      (98)        2          (35)      (32)      (22)      (16)      (5)        -      -      -      -      -      -      -      -      -      

(-) Maintenance Capex (1,037)   (493)      (74)      (36)      (69)      (66)      (63)      (60)      (57)      (55)      (52)      (50)      (48)      (30)      -      -      -      4% decline p.a.

(-) Interest Expense (451)      (327)      (110)    (44)      (79)      (67)      (56)      (47)      (40)      (34)      (27)      (21)      (16)      -      -      -      -      

Free Cash Flow 1,977     1,191     170      182      238      204      185      153      87        61        109      114      90        33        -      -      -      

(-) ABS Amortisation (1,285)   (949)      -      (120)    (200)    (178)    (171)    (174)    (176)    (144)    (110)    (12)      -      -      -      -      -      DEC schedule

(-) ARO Expense (2,520)   (382)      -      (5)        (14)      (18)      (21)      (25)      (28)      (32)      (35)      (39)      (42)      (57)      (57)      (57)      (57)      $35k/well

(+/-) RCF Draw  / Repayment (225)      (61)        -      -      (24)      (9)        7          46        86        33        -      (64)      (90)      -      -      -      -      3.25x Ceiling. Cash Sweep above 2.5x. 

Cash Flow to Equity (2,053)   (200)      -      57        -      -      -      -      (31)      (81)      (37)      -      (42)      (24)      (57)      (57)      (57)      

EoP Net Debt $m 1,510  1,390  1,166  980     816     688     598     487     377     301     212     -      -      -      -      

Leverage ND/EBITDA 2.72x 2.34x 2.79x 2.73x 2.56x 2.60x 3.25x 3.25x 2.01x 1.63x 1.38x 0.00x n/a n/a n/a

Cost/boe $ $10.8 $11.4 $12.0 $12.9 $13.7 $14.4 $15.0 $15.7 $16.3 $16.8 $17.3 $21.3 n/a n/a n/a

EoP Well Count Thousands 72.0    71.9    71.5    71.0    70.4    69.7    68.9    68.0    67.0    65.9    64.7    49.0    32.7    16.3    -      

TOTALS

 11% initial. 5.5% from 2033  

Cash Flow Forecast – Snowcap Sensitivity Case
Source: Snowcap Analysis. Illustrative 50-year roll-off scenario. Assumptions as detailed on slide 37.

Note: Figures reflect Snowcap illustrative modelling of a “roll-off” scenario (where no further acquisitions are assumed) and are not meant to constitute forecast financials for DEC. Does not 

include impact of announced Jan-24 Appalachian Assets sale.
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DEC Case

Jan-24

Sensitivity

Case

Jan-24

DEC Case

Nov-22

Updated 

Financials & 

NYMEX Strip 

Initial Decline 

Rate
11% vs 10%

Long-Term 

Gas Price
EIA Forecast vs 

$4.9/mmbtu

Cumulative Free Cash Flow Bridge – DEC Case vs Sensitivity Case
Source: Snowcap proprietary modelling of DEC’s “Illustrative 50 Year Complete Portfolio Retirement Scenario” as shown in ARO Supplement (Nov-22). Free Cash Flow defined as 

Operating Cash Flow less Capex, Interest and Taxes. All cases assume assets operate for 50 years from 2023 or until forecast Free Cash Flow turns negative.

-68%

Terminal 

Decline Rate
5.5% vs 4.5%

Capex
4.5% decline p.a. vs 

variable w/ prod.

G&A
3% decline p.a. vs 

linked to prod. & 

well count

Note: Figures reflect Snowcap illustrative modelling of a “roll-off” scenario (where no further acquisitions are assumed) and are not meant to constitute forecast financials for DEC. Does not 

include impact of announced Jan-24 Appalachian Assets sale.

https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
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DEC 50yr Case Sensitivity Case

Timing
Start Date 30/06/2023 Latest Balance Sheet date 30/06/2023 DEC 50yr Case

End Year 2072 50 years from 2023 2047 Final period of positive FCF

Initial Production Rate 141 mboe/d
144mboe/d Jun-23 exit rate adj. 

for 3mboe/d of divestments
141 mboe/d DEC 50yr Case

Production
Decline Rate

Initial 10.0% DEC Nov-22 11.0% DEC 50yr Case +1.0%

Yr 11+ 4.5% DEC Nov-22 5.5% DEC 50yr Case +1.0%

Commodity Mix 86% NG / 11% NGL / 3% Oil LTM production as of Jun-23 86% NG / 11% NGL / 3% Oil DEC 50yr Case

Pricing

Natural Gas 

(Henry Hub)

Yr 1-10
NYMEX strip inc. impact of 

DEC hedges

DEC Nov-22

Strip pricing as of 18/01/24

Hedges as of 30/09/23

NYMEX strip inc. impact of 

DEC hedges
DEC 50yr Case

Yr 11+ $4.91/mmbtu DEC Nov-22
EIA Forecast until 2050, flat at 

$3.60/mmbtu thereafter
EIA Forecast

NG Basis ($0.55)/mmbtu DEC Nov-22 ($0.55)/mmbtu DEC 50yr Case

Oil (WTI) Yr 1-5 / Yr 6+ $69/bbl / $60/bbl DEC Nov-22 $69/bbl / $60/bbl DEC 50yr Case

NGL 25% of WTI DEC Nov-22 25% of WTI DEC 50yr Case

Midstream Revenue 3.0% decline p.a. DEC Nov-22 3.0% decline p.a. DEC 50yr Case

Costs

LOE

L
T

M
 (

J
u

n
-2

3
) 

$
/b

o
e

60% linked to production / 

40% fixed cost/well

DEC Aug-21 (% not specified in 

DEC’s Nov-22 case)

60% linked to production / 40% 

fixed cost/well
DEC 50yr Case

Gathering & Transportation 3.0% decline p.a.
DEC Aug-21 (not specified in 

DEC’s Nov-22 case)
3.0% decline p.a. DEC 50yr Case

Midstream 3.0% decline p.a. DEC Nov-22 3.0% decline p.a. DEC 50yr Case

G&A 50% variable / 50% fixed
DEC Nov-22(variable/fixed split 

not specified so 50/50 assumed)
3.0% decline p.a. DEC Oct-21

Capex 100% linked to production DEC Nov-22 4.5% decline p.a. DEC Oct-21

Production Taxes 4% of gross commodity rev. DEC Nov-22 4% of gross commodity rev. DEC 50yr Case

Tax 24% Effective Rate as of Jun-23 24% DEC 50yr Case

Debt

Interest Rate 6.2% DEC 1H23 Reported 6.2% DEC 50yr Case

ABS DEC amortisation schedule DEC Nov-22 DEC amortisation schedule DEC 50yr Case

RCF
3.25x limit. 100% sweep above 

2.5x. Repayment after 2030
Snowcap Assumption

3.25x limit. 100% sweep above 

2.5x. Repayment after 2030
DEC 50yr Case

ARO

Plugging Cost $23k/well DEC ARO Supplement $35k/well
Wright & Co 2018 estimate 

adjusted for inflation

Schedule
+100 wells/yr ramp up to 2037 

then 1,600 wells/yr thereafter
DEC Nov-22

+100 wells/yr ramp up to 2037 

then 1,600 wells/yr thereafter
DEC 50yr Case

Overview of Modelling Assumptions

https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_ebb569201ef3259a37e584f036fca4cc/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://www.eia.gov/outlooks/aeo/data/browser/#/?id=13-AEO2023&cases=ref2023&sourcekey=0
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://web.archive.org/web/20220120104511/https:/d1io3yog0oux5.cloudfront.net/_df60f01b5b91319dbc72bdd808293fe9/dgoc/db/562/4383/pdf/DEC_Asset_Retirement_Supplement.pdf
https://web.archive.org/web/20220120104511/https:/d1io3yog0oux5.cloudfront.net/_df60f01b5b91319dbc72bdd808293fe9/dgoc/db/562/4383/pdf/DEC_Asset_Retirement_Supplement.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5822/pdf/Diversified_Energy_Capital_Markets_Day_2021.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5822/pdf/Diversified_Energy_Capital_Markets_Day_2021.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_83ef0d67f6942b4b0ee7d291ac98ea22/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
https://d1io3yog0oux5.cloudfront.net/_383231c4339b4044642461207dd69314/dgoc/db/557/4322/pdf/Wright+Presentation+09-11-18.pdf
https://d1io3yog0oux5.cloudfront.net/_1e67323ef872d6d1f97137868a48ffe1/dgoc/db/581/5823/pdf/ARO_Supplement_-_Draft_vfinal_11.13.22.pdf
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Discretionary Cash Flows & Dividend Coverage ($m)
Source: Company Filings.

DEC calculated using FY22 methodology; Adjusted EBITDA (-) Cash taxes (-) Cash interest (-) Capex (-) Cash Costs for Offset Acquisitions (see bottom table).

Snowcap calculated as CFFO (-) Cash interest (-) Capex (-) Gross Costs for Offset Acquisitions at 3.0x multiple (see bottom table).

Offset Acquisition Costs - Blue numbers indicate DEC assumptions where available (LTM assumed in line with FY22). Red numbers indicate Snowcap assumptions.

a

b

c

Note: DEC’s Discretionary Cash Flows are calculated as per the Company’s FY22 methodology. Offset acquisition costs” as historically disclosed in the Company’s investor presentations.
Implied dividend coverage calculated as Discretionary Cash Flows / Total Dividends
Offset Acquisition DEC Assumptions (1) FY20 Presentation (Pg. 24), FY21 Presentation (Pg. 31), November 2023 Presentation (Pg. 11).

DEC
$m FY20 FY21 FY22 LTM 6/23
Adj. EBITDA 301 343 503 562
(-) Cash taxes (6) (11) (26) 2
(-) Cash interest (34) (42) (83) (110)
(-) Capex (22) (50) (86) (74)
(-) Offset acquisition cost (DEC) (80) (72) (120) (135)
(+) Debt financing for acquisitions 50 - 60 67
Discretionary cash flow (DEC) 208 168 249 313
Implied dividend coverage 2.1x 1.3x 1.7x 1.9x

Snowcap
$m FY20 FY21 FY22 LTM 6/23
CFFO ex. cash taxes 248 331 414 354
(-) Cash taxes (6) (11) (26) 2
(-) Cash interest (34) (42) (83) (110)
(-) Capex (22) (50) (86) (74)
(-) Replacement acquisitions @ 3.0x (60) (72) (151) (169)
Discretionary cash flow (Snowcap) 125 156 68 3
Implied dividend coverage 1.3x 1.2x 0.5x 0.0x

Offset Acquisition Cost
$m FY20 FY21 FY22 LTM 6/23
Adj. EBITDA 301 343 503 562
Decline rate 7% 7% 10% 10%
EBITDA to replace 20 24 50 56
Acquisition multiple 4.0x 3.0x 2.4x 2.4x
Gross replacement acquisition cost 80 72 120 135
Debt multiple assumed by DEC 2.5x na 1.2x 1.2x
(-) Debt financing (50) - (60) (67)
Cash Replacement Acquisition Cost 30 72 60 67

Acquisition multiple at 3.0x (Snowcap) 3.0x 3.0x 3.0x 3.0x
Gross Replacement Acquisition Cost 60 72 151 169

a

b

c

“Cash Cost for Acquisition to Offset 

Declines calculated assuming a 10% 

reduction in 2022 reported Hedged Adj. 

EBITDA resulting from corporate 

declines (~$50 million), using the 2022-

2023 average NTM EBITDA acquisition 

multiple of 2.4x and assumes historical 

weighting of approximately 2x leverage 

for cash costs of ~$60 million”

FY22
Source: November 2023 Presentation (Pg. 11)

https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/604/5853/presentation/DGOC_2020_Final_Results_Presentation.pdf
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/604/5855/presentation/DEC_2021_FINAL_RESULTS_PRESENTATION.pdf
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
https://d1io3yog0oux5.cloudfront.net/_8933aa28d6875d920e2016ee02725b19/dgoc/db/581/5825/pdf/DEC+Corporate+Presentation+%28November+2023%29.pdf
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2H23 Dividends
71 

Free Cash 
Flow
272 

Asset Sales
216 

Mandatory ABS 
Amortisation

320 

RCF Repayment to 
maintain 2.5x leverage

135 

FY24 Target 
Dividend

168 

 -

 100

 200

 300

 400

 500

 600

 700

Sources Uses

Sources & Uses, Next 18 Months (Jun-23 to Dec-24)
Source: Snowcap Analysis. Forecast Free Cash Flow reflects consensus estimates from Capital IQ as of 18/01/24. RCF repayment reflects illustrative repayment necessary to 

comply with 2.5x leverage target assuming no further acquisitions (as calculated on slide 17). FY24 Target Dividend assumes no increase in dividend per share.

~$200m

Cash Shortfall

Sources $m

2H23  Free Cash Flow  (Consensus Estimate) 83                   

FY24  Free Cash Flow  (Cons. Estimate adj. for Asset Sale) 189                 

Proceeds from Central Region Acreage Sale (Jul-23) 16                   

Proceeds from Appalachian Asset Sale (Jan-24) 200                 

Total Sources 488                 

Uses $m

Mandatory ABS Ammortisation 320                 

RCF Repayment to comply w ith 2.5x Leverage 135                 

2Q23 & 3Q23 Declared Dividends 71                   

Total Uses 526                 

Surplus Cash Flow Available for FY24 Dividends (39)                  
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