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INDUSTRY BRIEF

Energy Stat: What Opportunities Exist In Oilfield Water And How Should This Emerging 'Midstream'
Segment Be Valued?
 

In conjunction with today's 50-page U.S. Oilfield Water Primer, we're highlighting an evolving (and not well known or understood) segment of the
energy landscape. First, oilfield water is among the fastest growing components of the energy space - a point we noted with a Stat back in July
2019. Water is both a major input into hydraulic fracturing, as well as a major output in the form of produced water (which accompanies oil and
gas production). Second, and more germane to today's Stat, the water business is in the midst of a paradigm shift as it transforms from an in-
sourced E&P or oilfield service activity, to one that closely mirrors the traditional U.S. Midstream G&P section of the energy value-chain. However,
many investors are unfamiliar with the space, or more acclimated to evaluating oilfield water companies/assets within the context of the Oilfield
Services sector - a point we'll explore. Regardless, 2019 was a busy year in the space and we expect the investment community will have growing
exposure to the U.S. Oilfield Water space in 2020. In today's stat we will: (1) refresh forecasts from our differentiated U.S. produced water
model in the wake of the broader slowdown in U.S. upstream activity; (2) discuss the various functions of U.S. Oilfield Water and how this
compares to U.S. midstream; (3) compare and contrast historical and current U.S. Oilfield Water and U.S. Midstream valuation; and (4)
summarize other key takeaways from the accompanying U.S. Oilfield Water deep-dive.

Reviewing our differentiated Water Production by Play Model.
Recall, we've built a proprietary, bottoms-up produced water model
by play ("PBP") comparable to our oil/gas models using play-specific
decline curves on a per-well level and our macro activity assumptions
(rather than simplistic analyses simply extrapolating an assumed
water-to-oil ratio - or WOR - across an oil production forecast). Beyond
that, we believe "associated" water production forecasting is still a
lightly covered topic across the Street. We've updated our forecast from
last May in the chart on the right. Illustrating this segment's massive
growth potential, we estimate U.S. water production is currently over
47 million barrels per day, and grows to 57 mbpd by 2025. Most of this
growth is confined to the Permian, where volumes grow from 18.3 mbpd
to 31.8 mbpd over the same period.

.

Make no mistake, this is still an upstream sensitive business - but water production is slightly more resilient than oil/gas. Over the past 18 months,
we have shifted our estimates to be "low on the Street" for U.S. oil production growth (which we've detailed extensively). Importantly though,
water-oil ratios have not changed (or have even improved). Looking to 2020, our production growth estimates have shrunk from +1.1 million bpd
to +0.5 mbpd for water, with oil down from +0.6 mbpd to +0.28 mbpd of growth. Another frequent exercise is production modeling at RJ vs. strip
oil/gas prices — at strip, we see ~14% lower water production in 2025 and ~17% for oil versus our RJ Oil model.

What evolution is taking place in the U.S. Oilfield Water space? As we alluded to above, the water services industry is going through a series
of operational and financial changes that align the business more closely to midstream - typically a higher relative value business - than oilfield
services. The biggest driver of this is on the operational front, where the produced water handling and disposal business is growing to critical
mass in several regions - notably the Delaware and Midland basins. This business has helped nudge the broader U.S. Oilfield Water category away
from rig/completion sensitive volumes (and cash flows) to steadier, more recurring business along the lines of what we see in the U.S. Midstream
space. Additionally, spot pricing is being replaced by long-term contracts and volumes are being increasingly transported by pipes rather than
trucks, complete with acreage dedications - two other hallmark characteristics of the midstream space. Following a host of transactions, capital
raises, and operational expansions, the space has garnered some initial notoriety from the investment community. All this begs the question, how
should this emerging U.S. midstream sub-sector be valued?
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What are the various water services that companies engage in and how do they compare to "traditional midstream"? We compare and
contrast water businesses to midstream below, and explore saltwater disposal wells (SWDs) in more detail lower in the page. While water
businesses don't stack up well relative to regulated midstream businesses, there are a lot of similarities between it and midstream G&P - a point we
expand upon below. Although midstream G&P is under some investor pressure of its own right now (as upstream activity slows, like we mentioned
on page 1), there's still a valuation spread between these two sections of the energy market. Narrowing this gap would be beneficial for water
businesses and help investors over time.

● Freshwater sourcing and distribution: The vast majority of frac water is sourced from water wells and surface water, although use of recycled
water is increasing, particularly of frac flowback. Freshwater is transported to the well site via truck, hose, or pipeline — with midstream
companies particularly focused on fixed pipeline delivery networks. In our view, fresh water sourcing and distribution warrants a multiple in-
line with oilfield services as the business is highly dependent on E&P companies drilling new wells.

● Saltwater disposal: Waste water is produced during the hydraulic fracturing process (frac flowback) and - more prevalently - as a byproduct
of oil and gas production (produced water or saltwater). This is a dirty business with salt, heavy metals, and naturally occurring radioactive
material (NORM) suspended in the water. Typically, an activity done by E&Ps themselves, U.S. Midstream companies are becoming increasingly
involved - particularly with SWDs. This business is the most conducive to midstream G&P-style arrangements - and we think valuation should
be similar. Eventually, flatter water decline curves and lower required capital investment (leading to higher ROICs) could further improve
relative valuation.

● Water treatment (recycling): Water recycling (removing bacteria, dissolved oil, and metals) is the treatment of produced or flowback water
for any sort of re-use. Waste water can be reused in the fracking process. Water recycling treats a small portion of produced water today, but
environmental concerns may drive increased use of recycled water by E&Ps. Although recycling is currently a low-margin proposition with low
valuations, the business is evolving towards interconnected pipeline systems with steady visibility towards fracking reuse. ESG pressure and
economies of scale could make further integrating recycling critical for water midstream companies. Its operational evolution, positive ESG
characteristics, and growth potential could eventually drive a recycling valuation multiple in-line with the low-end of U.S. midstream over time.

.

What other characteristics make saltwater disposal operationally and financially similar to midstream?

● Operations: Saltwater disposal primarily services producing wells and remains somewhat viable when drilling activity slows down. These
services are critical to keep wells producing valuable hydrocarbons from being shut-in. These recurring cash flows - and associated growth
vs. decline potential - literally mirrors midstream G&P.

● Contracts: This business is increasingly adopting multi-year contracts closer to the midstream model (albeit shorter 5-10 year SWD contracts
vs. 10-20 year G&P deals as an illustration). These contracts typically include fixed-fee agreements (with escalators), acreage dedications, and
(in some cases) minimum volume commitments - all of which are staples of "traditional midstream".

● Network/system approach: Midstream water companies are also adopting a "super-system" approach directly from the midstream space
(e.g., transporting produced water from wellhead to central disposal sites for producer customers). These increasingly pipeline systems with
network capabilities and redundancies improve reliability and margins/utilization. The ability to provide flow assurance is also a differentiator
with upstream customers and facilitates acreage dedications and minimum volume commitments - again similar to midstream.

● Potential for "downstream" integration: A "core" SWD business could evolve towards a more integrated approach over time as recycling
and re-distributing treated water for various uses (agricultural, hydraulic fracturing, etc.) are added to the mix. This would somewhat
approximate G&P companies with long-haul pipelines to end-markets and their own downstream facilities.
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Where do midstream valuation multiples
currently stand? Investors assessing
midstream water services as an oilfield
services business and not "truly midstream"
would represent a significant overhang to
the sub-sector. In our view saltwater disposal
should be considered "midstream," while
other functions are sure to foster debate. In
the chart to the right, we evaluate historical
midstream EV/EBITDA multiples using the AMZ
total return index (AMZX). Note the significant
premium that midstream earns (AMZX at ~9x
EV/EBITDA) vs. E&Ps and oilfield services (~4.5x
to ~5x). Historically, midstream has traded
even higher, in the 9-12x range.

.

However, the Midstream G&P space is often perceived as the higher risk component of midstream and typically trades at a ~1-2 turn discount to the
broader sector. Stock-specific idiosyncrasies (read: counter-party growth vs. risk) can be highly important in this sub-segment. In recent months,
we've seen the G&P valuation discount widen relative to the overall midstream space. This dynamic is crucial to the question of midstream water
asset valuation.

Recent water transactions provide some
insight into market value. As displayed
in the chart to the right, water assets
have historically transacted at a 5x-11x
EBITDA multiple. Importantly, we've seen
transaction multiples improve as water
services increasingly resembles traditional
midstream. Moving forward, we believe a set
of important distinctions will dictate water
asset quality (and transaction multiples, as a
result). As with G&P assets, basins will play
an important role, with assets in the Permian
(especially the Delaware) earning a premium
relative to non-Permian assets.

.

Further, contract profile will be key, with sizable acreage dedications and minimum volume dedications elevating multiples. Finally, infrastructure
buildout remains important, as interconnected pipelines provide improved margins. We expect private water company IPOs to shed more light
on the transaction market over the next few years (to throw an example out there, Waterbridge, which potentially has the largest water services
footprint in the U.S. would be a primary candidate). In the table above, average/median water valuations land in the ~7.5x multiple range despite
a broad mix of geographies, sizes, and qualities - a positive statement overall for the "water as midstream" theme - and especially for Delaware
midstream water businesses.

Other key takeaways from the accompanying U.S. Oilfield Water deep-dive: While our Stat this week focused primarily on valuation, our
oilfield water primer takes a much deeper look at the activities involved in water management. This includes:

● Detailed SWD Economics & Water Super-System evaluation. Water as midstream in many ways relies upon contracts, which justify fixed
asset investments. These fixed assets, at their greatest scale, create water super-systems with potential to meaningful produce the cost to
complete wells and deal with produced water. We believe the industry is headed for larger water midstream companies that capture the
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benefits of scale that can arise. In addition, we take a look at why SWDs make for such profitable investments, and why the barriers to entry
are trending upwards as permitting becomes more difficult.

● Full-cycle water management dissection. We break down all the steps of pre- and post-frac water management, and the activities entailed
at each step. This expands upon our valuation discussion from the Stat today, including the investment characteristics such as capital intensity
and barriers to entry for each activity.

● The future of the water midstream asset class. As PE water midstream companies look to monetize their investments, we predict one
final wave of consolidation as companies prepare for public markets. This is particularly true in the Permian, where we estimate over 200
companies own fewer than 10 disposal wells (with 30 companies above this line). Additionally, we believe upwards of 70% of active SWDs in
the Permian are still owned by E&P companies, which have clear incentives to monetize these assets. Consolidation is both inevitable and
a priority in the space.

● Water volume modeling in light of "peak shale" productivity concerns. In the face of slowing gains in new well productivity (which may
even turn negative in coming years), we address "peak shale" concerns and how our model has changed from its first publishing in July of
2019. Child well productivity declines are real in the Permian, but thus far we lack evidence that this has affected water-oil-ratios.

Conclusion. Water services represents a significant growth opportunity for midstream companies - U.S. oilfield water production is currently just
over ~47 million barrels per day, and our proprietary model projects it grows to ~56 million barrels by 2025. Growth will be centralized in the
Delaware where the water-to-oil ratio is estimated above ~4:1 and hydrocarbon production economics are among the best in the U.S. Beyond this
volume forecast, we view saltwater disposal as the "crown jewel" of midstream water services due to: 1) its necessity in order to keep production
flowing; 2) the more recurring nature of its volume/cash flows (relative to other water services); 3) barriers to entry in SWD permitting; and 4)
network effects similar to midstream. Water recycling is another important service that we think has under-appreciated growth potential from
a low-margin, low valuation business to one with economies of scale and "looped" integration with SWD operations (not to mention its ESG
tailwinds). We outline why these water businesses, which historically traded at ~5x EV/EBITDA could see multiple expansion of ~50% or more over
time. Within this space, E&Ps are likely to continue evaluating options to eliminate in-house water treatment, distribution, and disposal in order
to reduce capex and improve free cash flows, which will provide further opportunities for 3rd party companies. Valuations permitting, this could
facilitate further M&A activity - with private players and public carve-outs gearing towards IPOs as their businesses reach critical mass. We think
investor exposure to this space is only just getting started. If these themes seem intriguing, we encourage readers to explore our Oilfield Water
primer also published this morning.

RJ covered stocks to highlight:

● NGL (Outperform): As shown in the appendix table below, NGL currently trades at a 2021E EV/EBITDA multiple of ~7.1x compared to G&P
stocks at ~8.2x. We believe the stock is undervalued given its leverage to water services in the Delaware and NGL's ownership of the Grand
Mesa pipeline and expect the stock to re-rate as water volumes from its Hillstone and Mesquite acquisitions ramp.

● RTLR (Outperform): The stock trades at a 2021E EV/EBITDA multiple of ~7.0x compared to G&P stocks at ~8.2x. Although earnings from its
long-haul pipeline interests are in question, we view RTLR as deserving of a valuation in-line with G&P due to the partnership's contract quality
(15-year contracts with extension potential) and supportive relationship with FANG.

● NOV (Outperform): National Oilwell Varco is a major producer of oilfield equipment, that provides a "picks and shovels" play on water
midstream growth. Produced water is more corrosive than steel can handle, but requires higher pressure than HDPE can handle. This leads
many operators to turn to NOV's fiberglass pipes, which has seen large orders that make up the spines of many water systems.
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Appendix 1: Midstream G&P Comps table

.

Appendix 2: OFS EV/EBITDA Constituents

.
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Company Citations
Company Name Ticker Exchange Closing Price RJ Rating RJ Entity
National Oilwell Varco, Inc. NOV NYSE $21.88 MO2 Raymond James & Associates
NGL Energy Partners LP NGL NYSE $10.69 MO2 Raymond James & Associates
Rattler Midstream LP RTLR NASDAQ $16.62 MO2 Raymond James & Associates
Prices�are�as�of�the�most�recent�close�on�the�indicated�exchange.�See�Disclosure�section�for�rating�definitions.�Stocks�that�do�not�trade�on�a�U.S.�national�exchange�may�not�be�registered�for
sale�in�all�U.S.�states.�NC=not�covered.

 
IMPORTANT INVESTOR DISCLOSURES

Raymond James & Associates (RJA) is a FINRA member firm and is responsible for the preparation and distribution of research created in the United
States. Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL 33716, (727)
567-1000. Non-U.S. affiliates, which are not FINRA member firms, include the following entities that are responsible for the creation or distribution
of research in their respective areas: in Canada, Raymond James Ltd. (RJL), Suite 2100, 925 West Georgia Street, Vancouver, BC V6C 3L2, (604)
659-8200; in Europe, Raymond James Euro Equities SAS (also trading as Raymond James International), 45 Avenue George V, 75008, Paris, France,
+33 1 45 64 0500 and Raymond James Financial International Ltd., Ropemaker Place, 25 Ropemaker Street, London, England, EC2Y 9LY , +44 203
798 5600.

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. The
securities discussed in this document may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Past performance is not a guide to
future performance, future returns are not guaranteed, and a loss of original capital may occur. Investors should consider this report as only
a single factor in making their investment decision.

For clients in the United States: Any foreign securities discussed in this report are generally not eligible for sale in the U.S. unless they are listed on
a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or sale
of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the U.S., including ADRs,
may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the U.S.,
including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements
of, the U.S. Securities and Exchange Commission. There may be limited information available on such securities mentioned in this report. Please
ask your Financial Advisor for additional details and to determine if a particular security is eligible for purchase in your state.

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell any
security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such information
is accurate or complete. Persons within the Raymond James family of companies may have information that is not available to the contributors
of the information contained in this publication. Raymond James, including affiliates and employees, may execute transactions in the securities
listed in this publication that may not be consistent with the ratings appearing in this publication.

Raymond James ("RJ") research reports are disseminated and available to RJ's retail and institutional clients simultaneously via electronic
publication to RJ's internal proprietary websites (RJ Client Access & RaymondJames.com). Not all research reports are directly distributed
to clients or third-party aggregators. Certain research reports may only be disseminated on RJ's internal Proprietary websites; however,
such research reports will not contain estimates or changes to earnings forecasts, target price, valuation or investment or suitability rating.
Individual Research Analysts may also opt to circulate published research to one or more clients electronically. This electronic communication
is discretionary and is done only after the research has been publically disseminated via RJ's internal factors including, but not limited to, the
client's individual preference as to the frequency and manner of receiving communications from Research Analysts. For research reports, models,
or other data available on a particular security, please contact your Sales Representative or visit RJ Client Access or RaymondJames.com.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,
authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party
website or the collection of use of information regarding any website's users and/or members.

Additional information is available on request.

Analyst Information
Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of Raymond James & Associates, Inc.,
are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc., and are not
subject to FINRA Rule 2241 restrictions on communications with covered companies, public companies, and trading securities held by a research
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analyst account.

Analysts Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus system.
Several factors enter into the bonus determination, including quality and performance of research product, the analyst's success in rating stocks
versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors may include but are not
limited to: overall ratings from internal (other than investment banking) or external parties and the general productivity and revenue generated
in covered stocks.

The analysts Justin Jenkins and J.R. Weston, primarily responsible for the preparation of this research report, attest to the following: (1)
that the views and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers and
(2) that no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views in this research report. In addition, said analyst(s) has not received compensation from any subject company in the last 12 months.

Ratings and Definitions
Raymond James & Associates (U.S.) definitions: Strong Buy (SB1) Expected to appreciate, produce a total return of at least 15%, and
outperform the S&P 500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a
total return of 15% is expected to be realized over the next 12 months. Outperform (MO2) Expected to appreciate and outperform the S&P 500
over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used for
securities where we are comfortable with the relative safety of the dividend and expect a total return modestly exceeding the dividend yield over
the next 12-18 months. Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months. Underperform
(MU4) Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The rating and
price target have been suspended temporarily. This action may be due to market events that made coverage impracticable, or to comply with
applicable regulations or firm policies in certain circumstances, including when Raymond James may be providing investment banking services
to the company. The previous rating and price target are no longer in effect for this security and should not be relied upon.

Raymond James Ltd. (Canada) definitions: Strong Buy (SB1) The stock is expected to appreciate and produce a total return of at least 15% and
outperform the S&P/TSX Composite Index over the next six months. Outperform (MO2) The stock is expected to appreciate and outperform the
S&P/TSX Composite Index over the next twelve months. Market Perform (MP3) The stock is expected to perform generally in line with the S&P/
TSX Composite Index over the next twelve months and is potentially a source of funds for more highly rated securities. Underperform (MU4) The
stock is expected to underperform the S&P/TSX Composite Index or its sector over the next six to twelve months and should be sold. Suspended
(S) The rating and price target have been suspended temporarily. This action may be due to market events that made coverage impracticable,
or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be providing investment
banking services to the company. The previous rating and price target are no longer in effect for this security and should not be relied upon.

In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might carry a
higher or lower rating. Investors should feel free to contact their Financial Advisor to discuss the merits of other available investments.

 
Coverage Universe Rating Distribution* Investment Banking Relationships

RJA RJL RJA RJL

Strong Buy and Outperform (Buy)
Market Perform (Hold)
Underperform (Sell)

55% 61%
41% 36%
4% 3%

21% 23%
12% 20%
8% 0%

*�Columns�may�not�add�to�100%�due�to�rounding.

 
Suitability Ratings (SR)

Medium Risk/Income (M/INC) Lower to average risk equities of companies with sound financials, consistent earnings, and dividend yields above
that of the S&P 500. Many securities in this category are structured with a focus on providing a consistent dividend or return of capital.

Medium Risk/Growth (M/GRW) Lower to average risk equities of companies with sound financials, consistent earnings growth, the potential for
long-term price appreciation, a potential dividend yield, and/or share repurchase program.

High Risk/Income (H/INC) Medium to higher risk equities of companies that are structured with a focus on providing a meaningful dividend
but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive
issues, higher price volatility (beta), and potential risk of principal. Securities of companies in this category may have a less predictable income
stream from dividends or distributions of capital.

High Risk/Growth (H/GRW) Medium to higher risk equities of companies in fast growing and competitive industries, with less predictable earnings
(or losses), more leveraged balance sheets, rapidly changing market dynamics, financial or legal issues, higher price volatility (beta), and potential
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risk of principal.

High Risk/Speculation (H/SPEC) High risk equities of companies with a short or unprofitable operating history, limited or less predictable
revenues, very high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal.

Raymond James Relationship Disclosures
Certain affiliates of the RJ Group expect to receive or intend to seek compensation for investment banking services from all companies under
research coverage within the next three months.

Company Name Disclosure
National Oilwell Varco, Inc. The covering analyst and/or research associate owns shares of the common stock of the issuer.
NGL Energy Partners LP Limited Partnerships may generate unrelated business taxable income (UBTI), which can create a tax liability

that must be paid from a retirement account. To the extent that Raymond James is your IRA custodian, and
there is potential tax liability for UBTI generated by the fund, Raymond James will take the necessary steps to
pay the tax from the retirement account by working with a third party to compute the tax liability and prepare
the IRS form 990-T for submission to the IRS.

NGL Energy Partners LP Raymond James & Associates received non-securities related compensation from NGL Energy Partners LP
within the past 12 months.

NGL Energy Partners LP,
National Oilwell Varco, Inc.
and Rattler Midstream LP

Raymond James & Associates, Inc. makes a market in the shares of NGL Energy Partners LP, National Oilwell
Varco, Inc. and Rattler Midstream LP.

NGL Energy Partners LP and
Rattler Midstream LP

Raymond James & Associates has managed or co-managed an offering of securities for NGL Energy Partners
LP and Rattler Midstream LP within the past 12 months.

Stock Charts, Target Prices, and Valuation Methodologies
Valuation Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and
quantitative factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness;
competition; visibility; financial condition; and expected total return, among other factors. These factors are subject to change depending on
overall economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates our target price and rating changes for the subject companies over the past three years.
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National Oilwell Varco, Inc. (NOV) | Jan-24-20
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Jan-06-20

S-Suspended NR-Not Rated R-Restricted UR-Under Review SB1-Strong Buy 1 MO2-Outperform 2 MP3-Market Perform 3 MU4-Underperform 4

Closing Price Price Target

Rattler Midstream LP (RTLR) | Jan-24-20
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I:MO2:$21.00
Jun-18-19

MO2:$20.00
Oct-23-19

S-Suspended NR-Not Rated R-Restricted UR-Under Review SB1-Strong Buy 1 MO2-Outperform 2 MP3-Market Perform 3 MU4-Underperform 4

Closing Price Price Target

Valuation Methodology

NGL Energy Partners LP
Our valuation methodology is based on a blended valuation comprising 1) a 10-year, three-stage distribution/dividend discount model (DDM),
2) forward price-to-distributable cash flow (P/DCF) multiples relative to comparable industry peers, and 3) forward enterprise value-to-EBITDA
(EV/EBITDA) multiples relative to comparable industry peers. Our DDM assumes 1) cash distributions/dividends based on our forward-looking
assumptions of the asset base, 2) a general cost of equity/discount rate/required rate of return for LP holders approximating either the capital
asset pricing model (CAPM), the distribution/dividend discount model (forward yield plus growth), or the bond yield plus equity risk premium
approach, and 3) a perpetual growth rate/terminal growth rate based on the growth profile of the partnership/company.

National Oilwell Varco, Inc.
Valuation Methodology: For NOV, our valuation methodology utilizes a relative EV/EBITDA multiple and also takes into consideration the
company's P/E ratio in comparison to comparable P/E ratios from a peer group and its own historical trading levels.

Rattler Midstream LP
Our valuation methodology is based on a blended valuation comprising 1) a 10-year, three-stage distribution/dividend discount model (DDM),
2) forward price-to-distributable cash flow (P/DCF) multiples relative to comparable industry peers, and 3) forward enterprise value-to-EBITDA
(EV/EBITDA) multiples relative to comparable industry peers. Our DDM assumes 1) cash distributions/dividends based on our forward-looking
assumptions of the asset base, 2) a general cost of equity/discount rate/required rate of return for LP holders approximating either the capital
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asset pricing model (CAPM), the distribution/dividend discount model (forward yield plus growth), or the bond yield plus equity risk premium
approach, and 3) a perpetual growth rate/terminal growth rate based on the growth profile of the partnership/company.

Risk Factors
General Risk Factors: Following are some general risk factors that pertain to the business of the subject companies and the projected target
prices and recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/
service pricing could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors or market shares
or new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen developments with respect to the
management, financial condition or accounting policies or practices could alter the prospective valuation; or (4) External factors that affect
the U.S. economy, interest rates, the U.S. dollar or major segments of the economy could alter investor confidence and investment prospects.
International investments involve additional risks such as currency fluctuations, differing financial accounting standards, and possible political
and economic instability.

Company-Specific Risks

NGL Energy Partners LP

Inability to Remove the General Partner
Consistent with the MLP structure, Class A common unitholders are not entitled to elect the partnership’s general partner or the general partner’s
directors. Even if unitholders are dissatisfied, they cannot remove the general partner except in rare circumstances. Given that a majority of holders
vote to remove the general partner, they would also have the right to elect a successor general partner.
Counterparty Risk
NGL Energy Partners relies on third parties for services, product, and demand. As a result, the partnership could be impacted in a number of ways
by counterparty risk. NGL Energy’s business would be adversely affected if the operations of its refinery, producer, or other customers experienced
significant interruption. In addition, the partnership relies on third parties for pipeline, truck, rail, and barge transportation services in its crude oil
logistics segment. In its natural gas liquids logistics segment, the partnership relies on third-party operators for several of its NGL terminals. While
NGL Energy mitigates its commodity exposure through its: 1) back-to-back purchase and sale structure of crude oil and NGLs in these two logistics
businesses; and 2) fee-based contracts (some with acreage dedications or volume commitments) in the Water Services segment, commodity price
volatility could have an adverse effect on profits and cash flow. In its Retail Propane segment, the volatility in commodity prices could have an
adverse effect on propane margins. Given that price is a natural response to demand, materially lower prices could affect throughput volumes in all
four of NGL Energy’s segments. Despite structural measures that help create a “fixed” margin mechanism in its Crude and NGL Logistics segments,
in some cases, price volatility may also impact margins. Separately, there is no guarantee concerning the future activities of the partnership. NGL
Energy could purchase assets with greater commodity exposure to fluctuations in commodity prices.
Acquisition/Integration Risk
While acquisitions are a critical component of the partnership’s growth strategy, NGL Energy Partners may be unable to make such acquisitions
under accretive terms and/or obtain the necessary financing to fund these acquisitions. Even if such an acquisition is completed, the risk that it will
be unsuccessful still exists due to integration risk, overpayment risk, environmental liabilities, and the risk of asset underperformance following
the acquisition. These risks could impair NGL Energy’s ability to grow cash distributions.
Interest Rate Risk
Interest rate movements can impact yield-oriented investments such as MLPs. Increasing interest rates could have an adverse effect on NGL
Energy’s unit price if alternative yield-oriented investments become more attractive. Rising interest rates could also increase the partnership’s
financing costs, thereby reducing the amount of cash flow available for distribution to common unitholders. It is worth noting that NGL Energy
has particular exposure to interest rate volatility given that interest on its credit facility is set by a variable rate.
Dependence on Capital Markets
MLPs pay out a significant portion of available cash in the form of distributions to unitholders. When growth projects/acquisitions become
available, partnerships typically access the capital markets for the necessary funds to finance this growth. Market conditions may or may not be
attractive for NGL Energy at the time it seeks external funding, which may result in higher capital costs, lower returns, and in some instances, the
inability to fund growth.
Distributions Are Not Guaranteed
The actual amount of cash distributed to NGL Energy unitholders may fluctuate and will depend on NGL Energy’s ability to capture consistent
margins in its four business segments. The partnership’s ability to maintain adequate and stable coverage can fluctuate from quarter to quarter
depending on the volumes and prices at which the partnership buys and sells its products, demand for its services, its ability to maintain steady
operating costs, working capital changes, and macroeconomic and sociopolitical factors.
Competition Risk
NGL Energy competes with other gatherers, transporters, marketers, brokers, and aggregators, including refiners, independents, and major
integrated companies as well as their marketing affiliates, which may have greater capital resources and/or a larger supply of crude oil and NGLs.
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Its ability to compete could be harmed by a competitor’s construction of new assets or redeployment of existing assets so as to capture market
share, the perception that competitors offer better service, and the availability of alternative supply located closer to customers. Moreover, while
the partnership intends to grow its business by identifying organic and inorganic opportunities, there is no guarantee that the partnership will
be successful at securing such growth. Any of these factors could result in customers utilizing the assets and services of competitors or price
degradation, either of which could impact operating results, financial position, cash flow, and coverage.
Terrorism
Pipelines and other midstream energy assets could be targets of terrorist activities. NGL Energy may be subject to an elevated risk of terrorism.
There is no guarantee that insurance to protect against these events will be available at reasonable rates in the future. The partnership may also
face rising compliance costs to adhere to new government-imposed security measures.
Regulatory Risk
The ownership, operation, and development of midstream energy assets involve numerous regulatory, environmental, political, and legal
uncertainties that are outside of NGL Energy’s control. Environmental laws and regulations have recently raised operating costs for the oil and
refined products industry. Compliance with such laws and regulations may cause the partnership to incur higher integrity and maintenance costs
in the future.

National Oilwell Varco, Inc.
International Exposure Poses Potential Risk National-Oilwell has been expanding its international presence to take advantage of opportunities
that have arisen worldwide. National- Oilwell conducts business in the Middle East, Africa, Southeast Asia, South America, and other international
markets. This expansion exposes National-Oilwell to a certain degree of risk associated with international operations. Such risks include
potentially volatile political climates, exchange rate fluctuations, import-export quotas, and other forms of governmental regulation. While
National-Oilwell has taken measures to ease this risk, it is a possibility that foreign government interruptions for oil and gas-related activity could
occur, hindering operations in such areas. As international expansion continues to grow, the exposure to such risks will also increase.

Projected Cost Savings From Acquisitions Could Be Insufficient National Oilwell Varco has made several acquisitions over the past few years to
increase market share and enhance product offerings. Factors could arise in the marketplace that would prevent National Oilwell from realizing
anticipated synergies and hinder its ability to integrate acquisitions into the overall business model. Combining organizations could have a
negative impact on operations by interrupting the activities or businesses of National Oilwell Varco.

Impact of Volatile Commodities National-Oilwell Varco's business primarily is dependent on the state of the oil and gas industry and capital
expenditures for exploration, production, and transmission activities. The amount oil and gas operators allocate for capital expenditures generally
depends on oil and gas prices. While we believe that the supply/demand fundamentals suggest a rebound in commodity prices, investors should
be aware oil and natural gas prices tend to be volatile and the near-term outlook suggests continued lower oil prices. Furthermore, a sustained
downturn in either U.S. natural gas prices or worldwide oil prices would undoubtedly lead to lower levels of oilfield activity continuingbeyond
what we are currently experiencing
High-Risk Suitability Rating
We assign a High Risk suitability rating to NOV shares based on the highly cyclical nature of commodity prices, which can cause shares to
meaningfully underperform the broader market during times of commodity market distress. Such cycles can be brought on by factors including,
but not limited to, geopolitical issues, supply disruptions, economic slowdown, and/or periods of over-investment.

Rattler Midstream LP
The amount of cash Rattler Midstream LP distributes to its unitholders depends principally upon the cash generated from operations. Since
the cash generated from operations will fluctuate from quarter to quarter, Rattler Midstream LP may not be able to maintain future quarterly
distributions at the current level. Rattler's ability to pay quarterly distributions depends primarily on cash flow, including cash flow from financial
reserves and working capital borrowings, and not solely on profitability, which is affected by non-cash items. As a result, Rattler Midstream LP
may pay cash distributions during periods when it records net losses and may be unable to pay cash distributions during periods when it records
net income.

Rattler Midstream LP is subject to risks associated with nonpayment or nonperformance by customers to which Rattler Midstream LP provides
services and sells commodities. With one predominant customer upon its IPO, Rattler operates at a substantial customer concentration risk.
Further, some of Rattler's future customers may be highly leveraged or under-capitalized and subject to their own operating and regulatory risk;
these customers could have increased risk that could result in default on their obligations to Rattler Midstream LP.

While acquisitions are not a primary component of the company’s growth strategy, Rattler Midstream LP may be unable to make such acquisitions
under accretive terms and/or obtain the necessary financing to fund these acquisitions. Even if such an acquisition is completed, the risk that it will
be unsuccessful still exists due to integration risk, overpayment risk, environmental liabilities, and the risk of asset underperformance following
the acquisition. These risks could impair Rattler's ability to make cash distributions. Management attempts to minimize these risks by performing
extensive due diligence.
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Interest rate movements can affect yield-based investments, such as Rattler Midstream LP. Increasing interest rates could have an adverse effect
on Rattler's share price as alternative yield investments, such as U.S. Treasuries, become more attractive. In addition, increased debt service cost
and interest expense might negatively affect the partnership's distributable cash flow.

Midstream companies pay out a significant portion of available cash in the form of distributions to shareholders. When growth projects/
acquisitions become available, companies typically tap the capital markets for the necessary financing to fund such projects. Market conditions
may or may not be attractive for Rattler Midstream LP at the time it needs external funding.

Although very limited, RTLR's operations or margins could eventually be exposed to volatility in commodity prices indirectly through its volume
exposure to Diamondback (FANG). While a midstream company’s revenues are typically generated primarily by tolling fees, margin-based
businesses can be directly and/or indirectly impacted by increases or decreases in commodity prices. This technically results in some indirect
exposure at the Rattler level.

High Risk/Income Suitability rating: While RTLR is largely insulated from direct exposure to commodity prices, it does have indirect exposure
to commodity prices given its dependence on volume growth in the Permian. Additionally, Rattler lacks customer diversity as the entirety of
the partnership’s earnings relies on volumes from FANG. Although we regard Diamondback as a strong E&P and strong sponsor, we have to
acknowledge that RTLR would benefit from a more varied customer base. Given the partnership’s indirect exposure to commodity pricing and
dependence on FANG, we view a high risk/income suitability rating as appropriate.

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability categories,
is available at raymondjames.bluematrix.com/sellside/Disclosures.action. Copies of research or Raymond James' summary policies relating
to research analyst independence can be obtained by contacting any Raymond James & Associates or Raymond James Financial Services
office (please see RaymondJames.com for office locations) or by calling 727-567-1000, toll free 800-237-5643.

International Disclosures
For�clients�in�the�United�Kingdom:

For clients of Raymond James Financial International Limited (RJFI): This document and any investment to which this document relates is
intended for the sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described
in the FCA rules or persons described in Articles 19(5) (Investment professionals) or 49(2) (high net worth companies, unincorporated associations,
etc.) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended)or any other person to whom this promotion
may lawfully be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients.

For clients of Raymond James Investment Services, Ltd.: This report is for the use of professional investment advisers and managers and is
not intended for use by clients.

For purposes of the Financial Conduct Authority requirements, this research report is classified as independent with respect to conflict of interest
management. RJFI, and Raymond James Investment Services, Ltd. are authorised and regulated by the Financial Conduct Authority in the United
Kingdom.

For�clients�in�France:

This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed, being
persons who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de l'Autorite
des marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients.

For clients of Raymond James Euro Equities: Raymond James Euro Equities is authorised and regulated by the Autorite de Controle Prudentiel
et de Resolution and the Autorite des Marches Financiers.

For�institutional�clients�in�the�European�Economic��rea�(EE�)�outside�of�the�United�Kingdom:

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be
submitted.

For�Canadian�clients:

This report is not prepared subject to Canadian disclosure requirements, unless a Canadian analyst has contributed to the content of the report.
In the case where there is Canadian analyst contribution, the report meets all applicable IIROC disclosure requirements.

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:
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This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by Raymond
James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or commercially exploit
the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express written consent of
Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret, or other intellectual
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec. 501 et seq, provides for civil and criminal penalties for
copyright infringement. No copyright claimed in incorporated U.S. government works.
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