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The Country Permian: A Refresh

The Country Permian

The volatility of commodity prices and resulting challenges accessing capital markets has led companies within the energy patch to
allocate investment dollars to known resource plays (development) which generate the greatest returns on invested capital. The
Permian is the lowest-cost producing basin in North America. The volumes (crude oil, natural gas and natural gas liquids) that the
Permian Basin produces has made the US gulf coast, the home of the most complex refining center in the world (RCH Energy
Midstream letter, January 2017, page 4), a net exporter of all liquid hydrocarbons (crude oil, gasoline, diesel) and propelled the US
ethane market to the low end of the global cost-curve for petrochemicals. We believe that this export dynamic is likely to continue to
grow as billions of dollars of new infrastructure (LNG, Petchem, Refining, and export takeaway capacity) continues to be built - by
end-users in most cases, not the midstream service providers.

In our mid—year 2016 letter (page 7), we coined the phrase “The Country Permian” and shared the following excerpt, “For
perspective on the Permian, it can almost be thought of as its own producing country when compared to other OPEC and non-
OPEC producing nations. The basin currently produces more oil than Venezuela, Nigeria, Angola, and close to all of Mexico
where just five years ago it produced significantly less than all of these countries.”

Permian Can Be Thought Of As Its Own Producing Country
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Since sharing our “Country Permian” theme, we have seen some significant M&A transactions: ExxonMobil acquired privately held
BOPCO ($6.6 Bn), Diamondback acquired Brigham ($2.5 Bn), Concho acquired RSP Permian ($9.5 Bn), and Cimarex / Resolute
Energy ($1.6 Bn). The most recent transaction was announced last Friday (April 12) when Chevron (CVX) revealed its intention to
acquire Anadarko Petroleum (APC). According to several sources including CNBC, Occidental Petroleum also bid for Anadarko
before the Chevron deal disrupted talks. Occidental’s next move is unknown, but in our opinion, the Chevron / Anadarko
transaction is a precursor of more Permian M&A as only a few players of note remain. By our estimation, only five companies (public

and private), have attractive Tier 1 or Tier 2 contiguous positions of scale within the Permian Basin to be potential acquisition

M&A Is Accelerating And Likley to Get Larger

*candidates.

Permian M&A 2019 2018 2017 2016 2015
Number of transactions 21 74 98 93 80
Annualized 75
Amount $3,300 $26,000 $23,000 $27,000 $7,900
APC/ CVX $33,000

$36,300

*Property, acreage and royalty interests in transactions

Source: Evercore ISI, FactSet Data Systems, RCH Energy
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ExxonMobil, another large integrated energy company may also become more acquisitive as they only have approximately five years

of drilling inventory in the Permian Basin according to our calculations (see table below).

ExxonMobil: A "Have" in the Permian Battle, Still Needs More

Xom CVX CXo FANG

A Acres 250,000.0 1,700,000‘ 640,000 364,000

B Sections 640.0 640.0 640.0 640.0
A/B=C Acres /Sections 390.6 2,656.3 1,000.0 568.8
D Benches 2.0 2.0 2.0 2.0

E Assumed Wells / Section 6.0 6.0 6.0 6.0
C*D*E=F Drilling Locations 4,687.5 31,875.0 12,000.0 6,825.0
G Rigs Per Year 55.0 55.0 55.0 55.0

H Locations Per Rig Per Year 15.0 15.0 15.0 15.0
G*H=l  Wells Per Year Drilled 825.0 825.0 825.0 825.0
F/I Years of Permian inventory 5.7 38.6 14.5 8.3

Source: RCH Energy, Company Data

Our RCH midstream portfolio is supported by volumes from what we believe to be the best in class E&P and integrated oils (the
acquired and the acquirers). Our midstream investments provide the key transportation, fractionation and storage logistics for all
these entities. We often say, “you cannot understand the midstream without understanding the upstream”. This is playing out before our eyes
in the upstream capital markets.

We view the Chevron / Anadarko transaction as a positive for Western Gas (WES), one of our portfolio holdings. Anadarko is the
general partner of WES and owns ~55% of its outstanding units. Per the chart below, Chevron has a significant footprint behind
and around Anadarko’s acreage and Western Gas’s infrastructure. As such, we expect Chevron to further drive additional volumes
through this system and augment WES’s growth profile. We continue to believe in the value of the “Country Permian” and ownership

of midstream assets, run by best in class operators, who service the lowest cost basins in North America, will deliver real fundamental

‘{_;

cash flows and investment returns.

Source: RCH Energy, Company Data

The Valuation Opportunity: Haves versus Have Nots not Differentiated; Yet

The structural outlook for best in class midstream continues to be constructive as upstream (E&P) capital is deployed into the Permian
basin, downstream (refining and petrochemical) invests in the downstream vertical and midstream companies carry the molecules
and capitalize on bottlenecks. Our midstream companies continue to demonstrate and communicate an increased level of focus on
ROIC (return on invested capital) and capital discipline. In our view, the midstream investment opportunity remains compelling as

the best in class operators have thus far not generated the best returns.
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Current  EV 1821 2019€ 2020 2019
Yield EBITDA Growth EV/EBITDA  EV/EBITDA Q1 Return
Large C-Corp 1 4.0% 10.4x 2.7% 10.1x 9.7x 31.5%
Large CCop2  54% 122 7.0% 11.2x 10.6¢ 32.1%
GROUP 1  LageCCop3  4.9% 15.6x 12.2% 14.6x 12.1x 31.2%
Large C-Cop 4 60%  110x 6.5% 10.7x 9.9x 18.5%
Large C-Cop5  4.8% 112 6.7% 10.0¢ 9.6x 27.5%

50%  12.1x 7.0% 11.3x 10.4x 28.2%

Current EV 18-'21 2019E 2020E 2019
Yield  EBITDA  Growth  EV/EBITDA  EV/EBITDA Q1 Return
RCH 1 6.0% 12.4x 4.9% 12.0 11.3 20.2%
RCH 2 7.9% 9.4x 6.0% 8.2x 8.0x 18.8%
RCH 3 9.5% 9.5x 5.2% 9.0x 8.5x 29.4%
GROUP 2  RrcH4 11.0% 9.6x 5.0% 9.8x 8.9x 51.4%
RCH5 4.9% 15.6x 12.2% 14.6x 12.1x 31.2%
RCH 6 5.9% 10.6x 5.1% 9.7x 9.6x 23.9%
RCH7 6.6% 8.6x 11.7% 7.6x 6.7x 26.4%
RCH8 7.8% 10.3x 15.6% 8.8x 7.5x 27.2%
RCH9 8.6% 8.2x 5.8% 7.x 7.3x 5.5%
RCH 10 9.2% 11.0x 15.3% 10.7x 8.4x 17.8%
RCH 11 7.0% 17.3x 25.1% 11.2x 9.9 15.2%

7.5%  11.1x 9.8% 9.9x 9.0x 24.4%
Source: RCH Energy, Bloomberg, Company Data

Per the table above, Group 1 represents the largest, most liquid midstream companies which tend to receive the greatest capital flows
when “generalists” seek midstream exposure. These companies now trade at levels close to “historical midstream valuations” and
offer little near-term equity appreciation in our opinion. The RCH Midstream portfolio has less than 4% invested in the large C-
Corps listed in Group 1. We believe cash flows will drive attractive returns on a go-forward basis - not access to indiscriminate capital

flows. As such, we believe our Group 2 holdings are positioned to deliver outsized returns versus the peer group.

Disclaimer

The information contained herein is confidential and proprietary and intended only for use by the recipient. The information contained herein is
not complete and does not contain certain material information about alternative investments, including important disclosures and risk factors
associated with an investment in these types of vehicles, and is subject to change without notice. This report provides certain information about the
current investment environment. This report has been prepared for the exclusive use of the person or entity to whom it has been delivered and may
not be reproduced or otherwise distributed or disseminated, in whole or part, without the prior written consent of RR Advisors, LLC (the “Advisor”),
which consent may be withheld in its sole and absolute discretion. This report is only being made to persons who are both “accredited investors” as
such term is defined in the U.S. Securities Act of 1933, as amended, and “qualified purchasers” as defined in Section 2(A)(51) of the U.S. Investment
Company Act of 1940, as amended. This document is not intended to be, nor should it be construed or used as an offer to sell, or a solicitation of
any offer to buy, shares or limited partnership interests in any funds managed by the Advisor. If any offer is made, it shall be pursuant to a definitive
Private Placement Memorandum prepared by or on behalf of a specific fund which contains detailed information concerning the investment terms
and the risks, fees and expenses associated with an investment in that fund. The information contained herein does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients or investors. Any
securities discussed in this report may not be suitable for all investors. Please note that some or all of the securities discussed in this report may be
held in account portfolios managed by the Advisor as of the date of this report. Any performance information herein has been prepared by or on
behalf of the Advisor and has not been independently audited or verified except for certain year-end data. The information is subject in all respects
to full reconciliation of data. The gross returns include the reinvestment of dividends and capital gains and are before management fees and carried
interest. The net returns are after management fees and carried interest. An investor’s actual returns vary from the returns stated herein based on the
timing of an individual investor’s capital contributions or withdrawals, whether the investor is eligible to participate in new issues and other factors.

As with any investment vehicle, past performance cannot assure and is not necessarily indicative of any level of future results.
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RR Advisors, LLC (RCH) is providing the information on this web site subject to the following terms. PLEASE READ.

Conditions of Use

By using this site, you signify your assent to the following conditions of use without limitation or qualification.

PLEASE READ THESE CONDITIONS CAREFULLY BEFORE USING THIS SITE. RR ADVISORS, LLC (RCH) MAY AT ANY TIME REVISE
THESE TERMS AND CONDITIONS BY UPDATING THIS POSTING. YOU ARE BOUND BY ANY SUCH REVISIONS AND SHOULD
THEREFORE PERIODICALLY VISIT THIS PAGE TO REVIEW THE THEN CURRENT TERMS AND CONDITIONS TO WHICH YOU ARE
BOUND.

By accessing other web sites through links provided by RCH you also agree to the following terms and conditions. The material available on these
sites has been produced by independent providers that are not affiliated with RCH. Any opinions or recommendations expressed are solely those of

the independent providers and are not the opinions or recommendations of RCH.

Disclaimer of Warranty

The materials on www.RCH.com are provided "as is" and without warranties of any kind either expressed or implied. To the fullest extent permissible
pursuant to applicable law, RCH disclaims all warranties, expressed or implied, including, but not limited to, implied warranties of merchantability
and fitness for a particular purpose. RCH does not warrant that the functions contained in the materials will be uninterrupted or error free, that
defects will be corrected, or that this web site or the server that makes it available are free of viruses or other harmful components. RCH does not
warrant or make any representations regarding the use or the results of the use of the materials on this web site in terms of their correctness, accuracy,

timeliness, reliability, or otherwise. You (and not RCH) assume the entire cost of all necessary servicing, repair, or correction.

Limitation of Liability

Although RCH uses reasonable efforts to include accurate and up to date information on this web site, errors or omissions sometimes occur. RCH
makes no warranties or representations as to the accuracy of this web site. Under no circumstances, including, but not limited to, negligence, shall
RCH nor any party involved in creating, producing, or delivering the web site be liable for any direct, incidental, consequential, indirect, or punitive
damages that result from the use of, or the inability to use, the materials on this web site, even if RCH or a RCH authorized representative has been
advised of the possibility of such damages. Applicable law may not allow the limitation or exclusion of liability or incidental or consequential damages,
so the above limitation or exclusion may not apply to you. In no event shall RCH’s total liability to you for all damages, losses, and causes of action

exceed the amount paid by you, if any, for accessing this web site.

RCH also assumes no responsibility, and shall not be liable for, any damages to, or viruses that may infect, your computer equipment or other property
on account of your access to, use of, or browsing in the web site or your downloading of any materials, data, text, images, video, or audio from this

web site.

You agree to indemnify and hold harmless RCH and the independent providers/transmitters for (1) any inaccuracy, error, or delay in, or omission of
(a) any information, or (b) the transmission or delivery of Information; (2) any loss or damage arising from or occasioned by (a) any such inaccuracy,
error, delay, or omission, (b) non-performance, (c) interruption of information due either to any negligent act or omission by RCH or
providers/transmitters of information or to any "force majeure" (i.e. flood, extraordinary weather conditions, earthquake, or other act of God, fire,
war, insurrection, riot, labor dispute, accident, action of government, communications, power failure, or equipment or software malfunction) or any

other cause beyond the reasonable control of RCH or the information providers/transmitters.
Restrictions on Use of Materials

This site is owned and operated by RCH. Permission is granted to display and navigate around this web site with a computer using HTML browser

software, solely for personal, non-commercial use. Any commercial or public use of this web site or any portion hereof is strictly prohibited.

Except as otherwise permitted by RCH, no materials from www.RCH.com or any web site owned, operated, licensed or controlled by RCH may be

copied, reproduced, republished, uploaded, posted, transmitted, or distributed in any way. You may download material displayed on this web site for
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noncommercial, personal use only provided you also retain all copyright and other proprietary notices contained on the materials. You may not

distribute, modify, transmit, reuse, repost, or use the content of this web site for public or commercial purposes, including the text, images, audio,

and video without RCH’s written permission.

RCH neither warrants nor represents that your use of materials displayed on this web site will not infringe rights of third parties not owned by or
affiliated with RCH.

Jurisdictional Issues

The information contained in this web site is intended for use by a resident of the United States or a corporation, partnership or other entity governed
by U.S. laws. The information pertaining to investment products and services is directed only at those persons in a jurisdiction in which the investment
products and services are authorized for distribution. Information is not intended for distribution in any jurisdiction where the adviser is not licensed

to distribute products or where such offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction.

Trademarks and Copvrights

All trademarks, service marks, trade names, logos, and icons in this site belong to either RCH or its affiliates, except third-party trademarks and service

marks, which are the property of their respective owners.

Inquiries concerning use of RCH’s trademarks, service marks, trade names, logos, icons, copyrights or other intellectual property should be addressed
to RR Advisors, LLC, 3953 Maple Road, Suite 180, Dallas, TX 75219, United States of America.

Images displayed on this web site are either the property of, or used with permission by, RCH. The use of these images by you, or anyone else
authorized by you, is prohibited unless specifically permitted herein. Any unauthorized use of the images may violate copyright laws, trademark laws,

the laws of privacy and publicity, and communications regulations and statutes.

Any communications or material you transmit to this web site by electronic mail or otherwise, including data, questions, comments, or suggestions
will be treated as non-confidential and nonproprietary and will become the property of RCH. Such communications or material shall be used for any
purpose, including, but not limited to, reproduction, disclosure, transmission, publication, broadcast, and posting. Furthermore, RCH is free to use
any ideas, concepts, know-how, or techniques contained in any communication you send to this web site for any purpose whatsoever, including, but

not limited to, developing and marketing products using such information.
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