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§1.01 Introduction

The landscape of oil and gas purchase and sale agreements is continually evolving, shaped
by dynamic market conditions, regulatory changes, and innovative financial instruments. This
paper delves into recent updates in oil and gas acquisition and divestiture transactions, highlighting
recent financing trends, an increasing reliance on representations and warranties insurance,
drafting and compliance considerations that have emerged in the wake of recent regulatory
enforcement actions, and expected 2025 market activity. By examining these facets, the paper aims
to provide an overview of the current and future state of the oil and gas purchase and sale market.

§1.02 Expectations for 2025 Deal Flow.
[1] Merger and Acquisition Activity

The upstream oil and gas sector in 2024 continued the 2023 trend of major consolidations
of industry players, with deal value reaching a record high of more than $51 billion in just the first
quarter of 2024.! This peak, however, dropped significantly throughout the rest of 2024, with the
volume of global oil and gas deals shrinking to the second lowest it has been in the past 20 years
— the first lowest being 2021, which was impacted by COVID-19.? In contrast, and creating an
interesting dichotomy, deal value at the end of Q4 2024 was the third highest aggregate deal value
in the past eight years.?

Despite this, the expectation for 2025 is that deal activity in the oil and gas sector will grow
quickly, spurred in part by the current administration’s demonstration of a more favorable
regulatory environment,* as well as demand to increase operational efficiency and reduce debt
loads.® In the upstream space, these deals, however, will likely be smaller in value, as the large
companies that completed M&A deals in 2023 and 2024 look to divest their portfolios of non-core
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assets.® Additionally, the lift on the pause of liquified natural gas (LNG)’ as well as this prior
consolidation activity in the upstream space, will naturally lead to an uptick in oil and gas
production. Because of this, midstream assets to transport this increased production will likely be
in demand, which may trigger a wave of M&A activity in the midstream space.

[2] Consolidation of the Permian Basin

In 2023 and 2024, the Permian Basin was the main stage of the oil and gas industry’s M&A
activity.® In particular, Coterra Energy Inc.’s (“Coterra”) purchase of Avant Natural Resources
and Franklin Mountain Energy in the Delaware Basin for a combined $3.95 billion drove the
Permian Basin to account for more than 40% of total quarterly deal value in 2024.° It’s not hard
to understand why when this basin accounts for more than 40% of US crude oil production and
15% of US gross natural gas production. '

However, with more than half of the production in the Permian Basin now held by 6
producers'!, as well as the limited availability of quality targets and higher prices from sellers, the
Permian Basin is currently one of the most challenging markets to buy from.!? Notably, other than
Coterra’s acquisition noted above, four out of the five largest upstream deals in 2024 were located
in areas other than the Permian Basin.!* The Permian Basin will still remain the most desirable
location for purchasers to look for assets, but 2025 will likely continue the 2024 trend of purchasers
looking elsewhere. The Eagle Ford and SCOOP/STACK are two areas that currently have a higher
ownership in private equity-backed E&Ps, primed for the acquisition of a larger public company.'*

The recent consolidation activity in the Permian Basin will also affect the midstream space.
Last year saw major U.S. oil companies hold on their plans to build new pipelines, choosing instead
to optimize on existing pipelines.'> However, the lift of the LNG pause and the increased natural
gas production in the Permian Basin (nearly doubled to 2.5 billion cubic feet per day (Bcf/d) in the
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