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This market trends article examines recent trends in oil and 

gas transactions by addressing (1) notable transactions; (2) 

deal trends with respect to capital markets, mergers and 

acquisitions (M&A), and master limited partnerships (MLPs); 

(3) disclosure trends; (4) legal and regulatory trends; and (5) 

an outlook for oil and gas transactions going forward.

For a more detailed discussion of the unique oil and gas 

issues for transactional lawyers, see Oil and Gas Industry 

Guide for Capital Markets.

While the broader U.S. equity markets achieved historical 

highs during 2019, the oil and gas industry continued to face 

challenges as a result of continued low commodity prices and 

global economic uncertainty, resulting in outflows of investor 

dollars to other sectors. These challenges were exacerbated 

in March 2020 when Saudi Arabia and Russia effectively 

ended the OPEC+ alliance and flooded the markets with 

excess supply causing oil prices to fall by as much as 30%. 

The effects of this supply hike combined with the decrease in 

global demand stemming from the effects of the COVID-19 

virus will likely continue to exert downward pressure on the 

industry (and the global economy more generally) and fuel 

uncertainties through at least the middle of 2020.

In 2019, M&A in the oil and gas sector was dominated 

by several multibillion-dollar mergers, particularly in the 

upstream space. Oil and gas capital markets continued to 

remain relatively weak in 2019 (with the notable exception 

of the mineral and royalty sector) due to concerns about 

oversupply, international trade and economic deceleration 

in China, and other international markets. The effect of the 

sustained thin energy capital markets continued to be felt by 
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MLPs, and is one of several factors, discussed further below, 

that has led numerous MLPs to engage in simplification 

transactions over the past several years. On the legal and 

regulatory front, climate change, hydraulic fracturing, or 

fracking, the building of pipelines, and the opening up of 

public land to drilling are all issues that continue to receive a 

large amount of attention and scrutiny and present ongoing 

legal and business implications.

Notable Transactions

Capital Markets
New Fortress Energy LLC’s (New Fortress) $257 Million IPO

On February 4, 2019, New Fortress Energy LLC, an owner 

of liquefied natural gas (LNG) liquefaction and regasification 

facilities, completed their initial public offering (IPO) initially 

raising $257.6 million in net proceeds. On March 1, 2019, 

New Fortress announced that it raised an additional $11 

million when the underwriters exercised their over-allotment 

option to purchase additional shares. New Fortress’ IPO 

marked the first energy IPO of 2019 and signaled the 

growing long-term relevance of LNG.

Brigham Minerals, Inc.’s $277 Million IPO

On April 23, 2019, Brigham Minerals, Inc., a mineral 

acquisition company focused on acquiring oil and gas mineral 

rights in unconventional, shale plays throughout the United 

States, successfully closed its IPO, raising $277.4 million 

in net proceeds. Brigham’s successful IPO highlights how 

mineral and royalty companies have become much more 

attractive to investors than traditional exploration and 

production (E&P) companies. Part of the attractiveness 

of mineral and royalty companies is that they are typically 

cash flow positive and have high margin and dividend 

yields without the operator risk that is associated with E&P 

companies.

Rattler Midstream LP’s $631 Million IPO

On May 22, 2019, Rattler Midstream LP, a subsidiary 

of Diamondback Energy, Inc., announced that it raised 

approximately $631.8 million in net proceeds after pricing 

its upsized IPO. This was the first IPO by an MLP in over a 

year and was the largest domestic energy IPO of 2019. The 

IPO sold primarily on the strength of Diamondback, and 

Diamondback elected to be taxed as a corporation and forgo 

traditional MLP features like incentive distribution rights 

(IDRs).

Saudi Aramco’s $29.4 Billion IPO

On December 11, 2019, Saudi Aramco completed the world’s 

largest IPO to date, initially raising $25.6 billion. After 

months of speculation on the company’s true value, Aramco 

listed 1.5% of its shares locally on the Saudi Tadawul where 

share price rose 10% on the first day of trading giving the 

company a $1.88 trillion valuation. Aramco exercised its over-

allotment option on January 12, 2020, to sell an additional 

450 million shares, increasing the total IPO value to $29.4 

billion.

M&A
Occidental’s $57 Billion Acquisition of Anadarko

On August 8, 2019, Occidental Petroleum Corporation 

completed its acquisition of Anadarko Petroleum Corporation 

in a transaction valued at $57 billion, including the 

assumption of Anadarko’s debt. More than 99% of Anadarko’s 

shareholders voted in favor of the Oxy merger agreement 

pursuant to which they received $59.00 in cash and 0.2934 

shares of Oxy common stock per share of Anadarko common 

stock, which combined for a total value of $72.34 per share.

This came after Chevron backed out of its own $33 billion 

attempted acquisition of Anadarko when Oxy submitted a 

superior bid in May. Oxy was able to make its bid and avoid 

an Oxy shareholder vote with the help of a $10 billion 

investment in Oxy’s preferred stock and warrants from 

Warren Buffett’s Berkshire Hathaway Inc. Subsequently, 

Carl Icahn, who owns a significant portion of Oxy stock, 

unsuccessfully attempted to halt the deal. In Icahn’s February 

2020 letter to Oxy’s shareholders, he reiterated his belief 

that Oxy’s management moved to acquire Anadarko as a 

defensive maneuver against a potential takeover attempt and 

destroyed over $30 billion in shareholder value. As of March 

12, 2020, Oxy’s market cap has fallen below $12 billion 

(down from $38 billion on February 12, 2020), and Icahn 

and Oxy are gearing up for a proxy battle in 2020 with Oxy 

adopting a limited duration stockholder rights plan, a form of 

poison pill, on March 13, 2020.

BP Sells Alaska Assets to Hilcorp Alaska for $5.6 Billion

On August 27, 2019, BP agreed to sell its entire business in 

Alaska to Hilcorp Alaska. Under the terms of the agreement, 

Hilcorp will pay BP total consideration of up to $5.6 billion, 

comprising $4.0 billion payable near-term and $1.6 billion 

through an earnout thereafter. The sale includes BP’s entire 

upstream and midstream business in the state, including all of 

BP’s upstream oil and gas interests in Alaska and its interest 



in the Trans Alaska Pipeline System. Subject to state and 

federal regulatory approval, the transaction is expected to be 

completed in 2020. The deal forms a significant part of BP’s 

plan to divest $10 billion of assets over 2019 and 2020.

WPX’s $2.5 Billion Acquisition of Private Felix Energy II

On December 16, 2019, WPX Energy, Inc. announced that 

it agreed to acquire Felix Energy Holdings II, LLC from 

private equity firm EnCap Investments L.P. for $2.5 billion. 

WPX’s acquisition of EnCap-sponsored Felix Energy II, 

which was formed in September 2015, shows there are still 

exits available for the “built to sell” model of private equity 

portfolio companies.

Callon’s $2.7 Billion Merger with Carrizo

On December 20, 2019, Callon Petroleum Company and 

Carrizo Oil & Gas, Inc. announced that shareholders from 

both companies voted to approve its then pending $2.7 

billion merger. The transaction initially faced opposition from 

hedge fund Paulson & Co., who asserted the premium was 

too high and that Callon would lose its position as a Permian 

Basin pure play by acquiring a company with holdings in the 

Eagle Ford shale region. To overcome that opposition, the 

parties amended the merger agreement to reduce the equity 

exchange ratio the companies originally agreed to when 

the all-stock transaction was first announced in July and to 

increase the share of the combined company to be owned 

by Callon stockholders. The transaction closed on December 

20, 2019. The combined company will hold core oil-weighted 

positions in both the Permian Basin and Eagle Ford Shale 

with over 100,000 barrels of oil equivalent per day of pro 

forma production.

Kimbell Royalty Partners’ Mineral and Royalty Acquisitions from 

EnCap, NGP, and Others

In the mineral and royalty sector, Kimbell Royalty Partners 

LP (KRP) engaged in multiple acquisitions in 2019 and early 

2020 totaling over $350 million. Among these transactions 

were KRP’s $150 million acquisition of EnCap Investments 

L.P.-backed Phillips Energy Partners in February 2019 and 

its $175 million pending acquisition of NGP Energy Capital 

Management LLC-backed Springbok Energy Partners in 

January 2020. After taking the Springbok acquisition into 

account, KRP estimates that over 96% of all rigs operating in 

the continental United States at the end of 2019 are located 

in counties where it holds mineral and royalty interests, and 

that approximately 12% of all rigs operating in the continental 

United States are actively drilling on its combined acreage.

Deal Trends

Capital Markets
The public equity capital markets remained effectively 

closed for most operators in 2019 and are likely to remain 

closed in 2020 barring a sustained rise in commodity prices, 

which is not looking likely as of the end of the first quarter 

of 2020. Economic and political uncertainties; increasing 

environmental, social, and governance (ESG) concerns; and 

a growing rejection of the borrowing in the name of growth 

model have all contributed to the challenging equity capital 

markets in 2019 and are expected to continue to have an 

influence in 2020. One bright spot in the industry was in the 

mineral and royalty sector, which saw equity raises by Viper 

Energy Partners LP and Brigham Minerals, Inc. in 2019, and 

Kimbell Royalty Partners in early 2020. In addition, there 

are a number of E&P operators and mineral and royalty 

companies that are currently in various stages of confidential 

registration with the SEC for an IPO.

2019 also saw the creation of a new and potentially 

transformative financial instrument in the oil and gas 

markets, namely the securitization of oil and gas wells. In 

September, Raisa Energy LLC closed the industry’s first rated 

securitization of oil and gas wells, achieving an investment-

grade rating and establishing a distinct, new asset class. 

Additionally, in November, Diversified Gas & Oil PLC 

completed an unrated $200 million securitization of its gas 

wells. It remains to be seen whether these complex financial 

products can help alleviate some of the capital shortages in 

the industry without a corresponding influx of traditional 

capital providers.

The price of crude oil has remained suppressed since 2014, 

resulting in capital markets activity for most operators 

shifting away from traditional IPOs and unsecured debt 

issuances towards direct investment, hybrid and secured 

debt offerings, and liability management transactions. 

Additionally, many operators are increasingly relying on 

internally generated cash flows to fund capital expenditures. 

In lieu of traditional underwritten public or private offerings 

of equity and unsecured debt, oil and gas issuers have 

turned to debt exchanges, secured bond deals, private and/

or secured convertible note offerings, institutional term 

loans, and investment by private equity investors to raise 

capital and manage upcoming maturities. For additional 

information on some of these alternative sources of cash, 

see U.S. Securities Laws Applicable to Debt Exchange Offers 

and Cash Tender Offers Chart, Municipal Bond Pricing and 

Closing, Market Trends 2018/19: PIPEs, Market Trends 

2017/18: PIPEs, and Dodd-Frank and Private Equity: Then 
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and Now. There has also been an increase in both in- and out-

of-court restructuring transactions in 2019 and such activity 

may continue as companies are forced to deal with upcoming 

maturities and liquidity concerns. These transactions 

presented numerous securities law issues, including selective 

disclosure, stock exchange compliance, offering exemption 

concerns, consent solicitation issues, covenant compliance 

concerns, and governance issues.

The high-yield debt markets have essentially dried up for 

most upstream players. There is little to no access to the 

high-yield market for most E&P companies that have over 

2.5x debt / earnings before interest, taxes, depreciation, and 

amortization (EBITDA) leverage. Continued lack of access to 

funds may further exacerbate market distress as maturities 

approach. In the bank markets, lenders have continued to 

tighten credit standards for reserve-based-loans due to 

the use of more conservative price decks and upcoming 

redeterminations of borrowing bases as a result of the recent 

price declines will likely continue this trend.

M&A
M&A activity in 2019 was largely centered around several 

high-profile acquisitions and the trend towards larger 

transactions will likely continue throughout 2020. U.S. 

oil and gas M&A markets saw more than $96 billion of 

transactions in 2019, with the majority coming from the 

upstream industry. This was the highest annual total since 

$101 billion was recorded in 2014. However, 60% of that 

value came from a single transaction when Oxy acquired 

Anadarko for $57 billion in the largest oil and gas deal of 

the decade. Excluding that mega deal, 2019 saw just $39 

billion in transaction value, or just one-half of the $78 billion 

annual average over the last 10 years. The majority of 2019’s 

marquee deals centered around the Permian Basin, which 

continued to drive domestic oil growth even as commodity 

prices fluctuated.

MLPs
Since the 2014 oil price decline, MLPs have not been able 

to sustain a full recovery and the access to equity capital 

markets for such issuers has all but dried up. MLPs have 

also suffered from investors’ move to index funds, most 

of which cannot hold partnership interests. This has led 

to an increased cost of capital for MLPs and a shift from 

external equity capital toward more internal financing for 

growth capital expenditures. MLP’s IDRs, which represent 

the sponsor’s right to an increasing share of the MLP’s 

distributions as certain distribution targets to the common 

unitholders are met, have also weighed on the cost of capital 

for MLPs, especially for MLPs making distributions at the 

upper end of such targets (known as being in the high splits).

Tax reform in the U.S. in 2017 that reduced the relative 

benefits of being taxed as a partnership instead of a 

corporation and an adverse ruling from the Federal Energy 

Regulatory Commission (FERC), discussed further below in 

“FERC and Pipeline Tariffs,” have made the MLP structure a 

relatively less cost-efficient way to finance midstream assets. 

These changes have spurred numerous MLPs to complete 

simplification transactions. These simplification transactions 

have included, among others, electing to be taxed as a C 

corporation, the elimination of the IDRs in exchange for 

common units, and even the rollup of the MLP back into 

the corporate sponsor. Additionally, as these changes cause 

some businesses and investors to seek other alternatives 

to the MLP structure, Real Estate Investment Trusts (REITs) 

may soon emerge as an attractive alternative under the right 

conditions.

Disclosure Trends

Hydraulic Fracturing and Climate Change
Environmental and regulatory disclosure has become 

increasingly important for oil and gas companies. For 

example, with the heightened focus on hydraulic fracturing 

and increased earthquake activity in certain areas, issuers’ 

disclosure in the business section and in the risk factors of 

their securities offering documents and reports filed with 

the SEC has become more detailed regarding restraints or 

potential restraints to operations that could be imposed upon 

such companies by federal and state governmental bodies.

Climate change has also become a hot-button issue and many 

oil and gas companies have started to pay close attention 

to how the risks and opportunities associated with climate 

change may affect their disclosure. In 2010, the SEC issued 

interpretive guidance on how climate change may impact 

an issuer’s risk related disclosures. The SEC’s interpretive 

guidance focused on four areas where climate change may 

impact such disclosure:

1. The impact of developments in legislation and regulation 

concerning climate change, including greenhouse gas 

emissions laws and cap and trade systems

2. The impact of treaties and national accords relating to 

climate change

3. The indirect risks associated with climate change 

regulation and business trends with respect to climate 

change, including changes in consumer demand away from 

products that result in significant greenhouse gasses, 

increased demand for alternative sources of energy, and 

the reputational effects an issuer may face related to the 

public’s perception of its greenhouse gas emissions –and–
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4. The physical impacts of climate change, including the 

effects on the severity of weather, the arability of farmland 

and the availability and quality of water, and how such 

effects may affect the issuer’s operations and results

Many companies in the oil and gas sector are affected by 

climate change legislation, regulation, policies, or impacts 

and have begun to regularly assess how the foregoing areas 

impact their business to determine if any climate change 

related risk factors or other disclosure is needed. More 

recently, several major oil and gas companies have begun 

to follow the recommendations of the Financial Stability 

Board Task Force on Climate-Related Financial Disclosures 

(TCFD), with the issuance of more detailed disclosures and 

reports regarding potential long-term climate change impacts 

and emissions reduction impacts and analyses. The TCFD 

recommendations for climate change disclosures focus on 

governance, strategy, risk management, and metrics and 

targets used to assess climate-related risks.

Proved Undeveloped Reserves (PUDs)
An item that has received a renewed focus by the SEC in 

recent years is disclosure of PUDs. The SEC has frequently 

issued comments with respect to an issuer’s disclosure of 

PUDs and specifically with respect to how such issuer’s 

development plan provides for the required development of 

PUDs within five years of booking, known as the five-year 

rule. In a low oil and gas price environment, especially with 

many oil and gas companies facing liquidity constraints, the 

five-year rule for booking PUDs often results in a reduction 

in the amount of PUDs disclosed as companies no longer 

have the necessary liquidity to drill or it is less economic to 

drill at the same rate as in higher price environments. The 

recent sustained lower price environment has forced some 

issuers to remove disclosure of PUDs altogether due to 

significant reductions in their capital spending plan.

Another recently emerging issue that may affect the PUD 

disclosure of shale companies is the so-called parent-child 

well problem. Shale producers who initially touted the tighter 

spacing of wells (e.g., drilling wells in closer proximity to each 

other) as a method of increasing the overall amount extracted 

from a reservoir are now finding that new wells drilled 

closer to older wells generally produce less oil and gas than 

the older wells and often also interfere with their output. 

According to a 2018 report from energy consulting firm 

Wood Mackenzie, the parent-child well problem threatens 

more than 1.5 million barrels a day of projected growth in 

the Permian Basin. Other energy consulting firms have since 

issued their own reports highlighting similar threats to output 

caused by tighter well spacing. This has led several shale 

producers to discuss upspacing and reducing the number 

of their drilling locations as the best way to maximize a 

well’s value, even if it means decreasing the overall amount 

produced. Ultimately, the parent-child well problem may 

force shale producers to write down their PUDs.

Legal and Regulatory Trends

Hydraulic Fracturing
When it comes to regulatory trends in the energy industry, 

no two areas of interest have drawn more attention in 

recent years than hydraulic fracturing (especially given the 

recent opening of many federal lands to drilling) and climate 

change. The shift to more unconventional drilling techniques 

continues to create new regulatory and environmental issues 

as laws adapt to the new drilling environment.

With respect to hydraulic fracturing, the U.S. government and 

various states and local governments have moved towards 

regulating, and in some cases restricting, hydraulic fracturing 

activity. New York, Maryland, Vermont, and Washington 

have all banned hydraulic fracturing. In November 2018, 

Coloradoans voted down a ballot initiative that would have 

banned new oil and gas drilling within 2,500 feet of homes, 

businesses, and certain green spaces, a move that would 

have made much of the state off-limits to drilling. Although 

the 2018 initiative was defeated, similar ballot initiatives 

have recently been circulated by interested groups for 

potential consideration in upcoming elections. In April 2019, 

Colorado’s governor signed a bill (S.B. 19-181) into law that 

could fundamentally change the way oil and gas operations 

are regulated at both the state and local level, which 

provides, among other things, local governments in Colorado 

with the authority to accomplish the same result within their 

jurisdictions as the ballot initiative that was voted down in 

2018.

Another prominent trend at the state regulatory level has 

been the movement to require oil and gas companies to 

publicly disclose the chemicals used in hydraulic fracturing 

fluids. The majority of oil- and gas-producing states (including 

Wyoming, Colorado, California, Arkansas, Michigan, Texas, 

West Virginia, Pennsylvania, and Montana, to name a few) 

have passed laws requiring disclosure of the chemicals 

in these fluids. Additionally, there has been recent focus 

on a possible connection between hydraulic fracturing-

related activities, particularly the underground injection of 

wastewater into disposal wells, and the increased occurrence 

of seismic activities. When caused by human activity, such 

events are called induced seismicity. Some states, such as 

Oklahoma, have begun to regulate and limit disposal activity 

as well as hydraulic fracturing in certain areas that are seeing 

increased seismic activity.



Climate Change
On the issue of climate change, the U.S. Environmental 

Protection Agency (EPA) has focused in the past on 

regulating methane emissions in the oil and gas sector. 

In May 2016, EPA issued new emissions standards that 

aimed to reduce methane and other emissions from new 

or modified oil and gas sources, whether through capturing 

emissions from compressors and pneumatic pumps or 

through requiring periodic surveys to identify any other 

fugitive emissions sources. However, in September 2019, 

EPA proposed to reconsider aspects of these regulations, 

including the fugitive emissions requirements.

Additionally, although the SEC has not adopted any new ESG 

disclosure rules or reporting standards since first providing 

interpretive guidance on the subject in 2010, it is facing 

pressure from investors and legislators to do so. In October 

2018, institutional investors representing over $5 trillion in 

assets petitioned the SEC to require standardized disclosure 

by public companies of the ESG factors that impact their 

businesses. In July 2019, the U.S. House of Representatives’ 

Financial Services Committee rejected a bill that would have 

required climate change risk factor disclosures along with 

other ESG reporting standards found in Europe. The SEC 

plans to continue to follow its principles-based, wait-and-see 

approach to these rapidly evolving and complex ESG topics. 

Even without formal disclosure requirements, many issuers 

are beginning to voluntarily provide ESG information. See 

“Disclosure Trends” above for further discussion of the areas 

that the SEC informed companies they should focus on with 

respect to climate change.

Pipeline Opposition
Over the past several years, there has been a growing 

opposition towards the use of pipelines. While protests over 

the Dakota Access Pipeline and the Keystone Pipeline gained 

national attention and have become hot-button political 

issues, the opposition towards pipelines has spread beyond 

environmental activist groups. In 2016, the New York state 

government denied an application for the Constitution 

Pipeline, which would have brought natural gas from the 

Marcellus Shale to customers in the Northeast, although 

the decision is still currently being litigated. Furthermore, 

calls from activist investors have led several large banks 

such as ING and DNB to announce that they would sell off 

their stake in loans funding certain controversial pipelines. 

In February 2020, the Supreme Court heard oral arguments 

Atlantic Coast Pipeline LLC v. Cowpasture River Preservation 

Association concerning the $8 billion pipeline that, if 

completed, would transport over a billion cubic feet of gas 

per day from West Virginia to North Carolina. Although 

the Court is not scheduled to render its decision until June, 

signals from the Court’s conservative majority suggest 

that the pipeline is expected to receive the green light for 

completion through a segment of National Park Service 

Land. This decision could have a ripple effect on other similar 

pipeline litigation.

FERC and Pipeline Tariffs
In March 2018, FERC announced it would no longer allow 

MLPs to include an income tax allowance in the rates 

charged to customers of certain pipelines through cost-of-

service tariffs, which are based on an MLP’s operating costs 

and a fixed capital charge. This sent shock waves through 

the midstream industry as MLPs with a cost-of-service 

model would no longer be allowed to include an income tax 

allowance in their operating costs, thus reducing the rates 

charged to customers. This ruling has no effect on rates 

charged under negotiated or discounted contracts that differ 

from the cost-of-service-based tariff.

In July 2018, FERC provided some relief to MLPs when it 

clarified that (1) pass-through entities that are not directly 

subject to income taxation that remove the income tax 

allowance from their cost-of-service calculation also can 

completely eliminate accumulated deferred income taxes 

(ADIT) from this calculation and do not have to return the 

balance of their ADIT to customers, which is an offsetting 

benefit to the negative impact of the elimination of the 

income tax allowance; (2) pass-through entities that are not 

directly subject to income taxation could be eligible to book 

a tax allowance in their cost-of-service calculation if their 

income or losses are consolidated on the federal income tax 

return of their corporate parent; and (3) an MLP will not 

be precluded in a future proceeding from making a claim 

that it is entitled to an income tax allowance based on a 

demonstration that its recovery of an income tax allowance 

does not result in a double-recovery of investors’ income tax 

costs.

The 2018 FERC rulings primarily affected MLPs operating 

interstate natural gas pipelines under a cost-of-service model. 

Most gas pipelines, including MLP pipelines, were required to 

submit a filing to FERC showing the impact of the elimination 

of the tax allowance or the reduction in the corporate income 

tax rate. MLP gas pipelines were also given the option to 

make a one-time rate reduction that reflected the lower 

corporate income tax rate, but not the immediate elimination 

of the income tax allowance. The change in the income tax 

allowance policy and the corporate income tax reduction will 

continue to be issues in rate proceedings involving interstate 

natural gas pipelines, particularly for those pipelines who had 

rate moratorium agreements in place when the changes first 

occurred and are required to make filings to set new rates 

when those agreements expire.



For FERC-regulated MLP oil pipelines, FERC directed 

the pipelines to reflect the elimination of the income tax 

allowance in their Page 700 of FERC Form No. 6 reporting 

and stated that it will incorporate the effects of eliminating 

the allowance on industry-wide oil pipeline costs in the 2020 

five-year review of the oil pipeline index level. For both gas 

and oil pipelines, FERC could require pipelines to revise their 

rates in individual proceedings (including initial rate filing, 

investigation, or complaint proceedings) or through other 

action. These proceedings could also address whether other 

pass-through entities that are not MLPs are entitled to an 

income tax allowance.

As noted above, FERC’s next five-year review of the 

interstate oil pipeline rate index will occur in 2020. It will take 

into account the changes in tax policy, as well other changes 

in oil pipeline industry costs and set the rate index for the five 

years starting July 1, 2021. As a result, this review will have 

an industry-wide impact on the degree to which oil pipelines 

with indexed rates will be able to annually adjust those rates 

automatically without making a rate case filing at FERC.

Deregulation
There has also been a trend toward deregulation in the oil 

and gas industry. The Trump Administration has implemented 

efforts to revise, stay, or repeal many environmental 

regulations adopted during the final years of the Obama 

Administration as part of its goals to promote energy 

independence and reduce the regulatory burden on the 

energy industry (although many of these efforts have been 

tied up in litigation or have been stayed by federal courts). 

For example, in August 2018, EPA proposed a new rule 

entitled the Affordable Clean Energy Rule, which would give 

individual states more authority to make their owns plans 

for regulating carbon pollution from power plants. This rule 

was the result of a review of the Obama-era Clean Power 

Plan (CPP) undertaken pursuant to an executive order from 

President Trump. Currently, implementation of the CPP has 

been stayed by the U.S. Supreme Court pending a challenge 

in the U.S. Court of Appeals for the District of Columbia 

Circuit.

Additionally, in September 2018, the Interior Department 

finalized new rules, replacing the rules promulgated 

during the Obama Administration by the Bureau of 

Land Management (BLM), an agency within the Interior 

Department, which were aimed at reducing methane 

emissions from venting, flaring, and leaks during oil and gas 

operations on federal and tribal lands. The revised rules 

come after the Interior Department failed to repeal BLM 

rules outright and such revised rules largely roll back BLM’s 

former rules. California and New Mexico have challenged 

the lawfulness of the revised rules. Additionally, in May 

2018, EPA announced its plans to conduct a new study 

that will take a holistic view of how it, various states and 

other stakeholders regulate and manage wastewater from 

the oil and gas industry. After soliciting public comments, 

EPA published its draft study in May 2019 that highlighted 

the need to balance the competing interests of reducing 

costs and having flexible discharge options against potential 

environmental concerns. The draft study does not announce 

or discuss any regulatory efforts regarding oil and gas 

extraction wastewater, but it aims to help EPA determine 

whether any future actions are appropriate.

Continuing the deregulation trend, on February 10, 2020, the 

Trump Administration released its proposed budget for fiscal 

year 2021, which would decrease funding for EPA by 26% 

and the Department of the Interior by 13%.

Market Outlook
The trend of industry consolidation, particularly in the 

upstream space, is expected to continue in the near term until 

there is more confidence in oil prices. If commodity prices 

can remain stable and companies in the sector demonstrate 

that they can spend within cash flows and generate free cash 

flow, IPO planning and activity will resume. Ultimately, the 

floodgates for energy IPOs are expected to remain closed 

until investors have more clarity regarding economic growth, 

international trade and other geopolitical uncertainties 

such as the impacts of COVID-19 and the emerging 

commodity price war involving Saudi Arabia and Russia. On 

the regulatory and political front, the opposition towards 

hydraulic fracturing and pipelines and the focus on climate 

change are not going away anytime soon (and may increase 

during the 2020 political season) and will be important macro 

factors that professionals will need to analyze when working 

on oil and gas transactions going forward.
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