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Cautionary Language
Except for historical information contained herein, statements in this presentation, including information regarding the business of the
Company, may be “forward looking statements” within the meaning of the federal securities laws. Forward looking statements involve known
and unknown risks and uncertainties that may cause the Company’s actual results in future periods to differ materially from results expressed
or implied by the forward looking statements. These risks are described in the “Risk Factors” section of the Company’s 2010 Annual Report on
Form 10-K that was filed on February 25,2011. Such factors include the volatility and level of oil and natural gas prices, a contraction in
demand for oil and natural gas as a result of adverse general economic conditions, the availability of economically attractive exploration and
development and property acquisition opportunities and any necessary financing, the uncertain nature of the expected benefits from
acquisitions and divestitures of oil and natural gas properties, the pending nature of reported divestiture plans for certain non-core oil and gas
properties as well as the ability to complete divestiture transactions and the uncertain nature of the amount of proceeds that may be received
for divestitures, lower prices realized on oil and gas sales resulting from our commodity price risk management activities, unsuccessful
exploration and development drilling, the possibility that our planned drilling in existing or emerging resource plays is subject to drilling and
completion risks, the imprecise nature of estimating oil and gas reserves, uncertainties inherent in projecting future rates of production from
drilling activities and acquisitions, drilling and operating service availability, uncertainties in cash flow, the financial strength of hedge contract
counterparties, the ability of banks in our lending facility to fund requested borrowings, the ability of purchasers of production to pay for
amounts purchased, the negative impact that lower oil and natural gas prices could have on the value of our properties and our ability to
borrow, litigation, environmental matters, and the potential impact of government regulations.
Proved reserves are those quantities of oil and gas, which, by analysis of geoscience and engineering data, can be estimated with reasonable
certainty to be economically producible – from a given date forward, from known reservoirs, and under existing economic conditions,
operating methods, and government regulations – prior to the time at which contracts providing the right to operate expire, unless evidence
indicates that renewal is reasonably certain. In this presentation, the Company uses the terms “probable,” “possible,” “3P,” and
“resources.” Probable reserves are those additional reserves that are less certain to be recovered than proved reserves but which, together
with proved reserves, are as likely as not to be recovered. Possible reserves are those additional reserves that are less certain to be recovered
than probable reserves. Reserves are estimated remaining quantities of oil and gas and related substances anticipated to be economically
producible, as of a given date, by application of development projects to known accumulations (subject to other conditions). Resources are
quantities of oil and gas estimated to exist in naturally occurring accumulations. SM Energy also uses the term “EUR” (estimated ultimate
recovery), which is the sum of reserves remaining as of a given date and cumulative production as of that date. Estimates of probable and
possible reserves included in 3P reserves and resources which may potentially be recoverable through additional drilling or recovery
techniques are by their nature more uncertain than estimates of proved reserves and accordingly are subject to substantially greater risk of not
actually being realized by the Company.

2

Who is SM Energy?
Formerly St. Mary Land & Exploration Co.
103 yr. old company founded in St. Mary Parish, Louisiana

Publicly traded on NYSE with current market cap of $4.7B
Corporate headquarters in Denver with 5 regional offices
New company name adopted June 1, 2010

2010 in Review
• 2010 was a break-out year for the Company
 Record year for net income of $197 million, or $3.04 per diluted share
 Near record production with average daily production of over 300 MMCFE/d
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2010 was a break-out year for the Company
• Operational highlights
 Significantly advanced Eagle Ford shale program
o Delineated geology and gas to oil windows
o Secured most takeaway capacity and drilling/completion services to execute the 2011
program

 Continued success in Bakken/Three Forks
o Pushed Bakken development further west in North Dakota with solid results; continued
success in Three Forks program in Divide County

 Executed Haynesville carry and earning agreement for $90 MM
 Initiated horizontal testing of Granite Wash and Niobrara plays and a down-spacing
pilot in the Wolfberry oil play

• Rebranded the Company
 After 100 years, we decided to update our
name
o
o

Honors our history as St. Mary Land &
Exploration Company and retained SM ticker
Modernizes our name and logo and reflects the
Company’s broader footprint and new direction
pursuing resource plays in North America
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2010 was a break-out year for the Company
• Strong results from organic drilling program
 Proved reserves grew 27% to 985 BCFE
 Drilling reserve replacement of 349%
 Increased PUD percentage from 18% to 30%
 F&D improvement of 38% as a result of quality portfolio
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Key Initiatives for 2011
• Focus on oil and rich gas projects
 Achieve 20% production growth through high value
projects
 Maintain operational focus and discipline as activity ramps
up
 Ramp-up drilling programs in Eagle Ford and Bakken/TFS

• Successful completion of announced
transactions
 Eagle Ford: Data room for sell down is still continuing with
good participation; expect announcement late 2Q11
 Haynesville Shale: Discussing JV with interested parties in
Haynesville Shale to carry SM to HBP; ~$140MM
incremental spend in 2011 if no deal is completed
 Marcellus Shale: Evaluating options; minimal 2011
investment
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2011 Capital Plan Overview
Non-Drilling
20%

Haynesville
4%
Drilling
80%

• 2011 capital budget of $1,040
million, with expected
funding through operating
cash flow and projected asset
sales

Niobrara /
Other Oil
3%

Permian
5%

• Over 90% of drilling capital is
being invested in liquids and
high BTU natural gas projects

Granite Wash
7%

• Over 85% of capital
expenditures anticipated to
be on Company-operated
properties

Bakken/TFS
20%
Eagle Ford
60%

Total Drilling Capex: $830MM
Note: Non-drilling capital composed of Exploration ($80MM), Facilities ($65MM), Land & Seismic ($30MM), and Overhead ($35MM).
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Now positioned in most exciting resource plays in U.S.!

Marcellus
1 SM rig: Drill 2 wells

Bakken/Three Forks/Niobrara
2-3 SM rigs: Drill 34 wells

GraniteWash/Woodford
• 2 SM rigs: Drill 8 - 13 wells

Haynesville
• 2 SM rigs: Drill 5 - 13 wells

Wolfberry
• 1 SM rig: Drill 32 wells

Eagle Ford
• 3 - 6 SM rigs: Drill 80 wells
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The Shale Gas Revolution
Cody

Bakken

Gammon
Mowry

Antrim

Baxter-Mancos
Marcellus/
Devonian/Utica

Niobrara
Mancos
Pierre

Mulky

Lewis
Woodford
BarnettWoodford
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Fayetteville
Floyd-Neal

Barnett
Eagle Ford

Haynesville

2008 US Energy Supply
Crude-NGL
12.9 (12%)
Crude
Imports
27.6 (26%)

Nuclear
8.5 (8%)
Other
5.3 (5%)

Hydro
2.5 (3%)

Geothermal
0.4 (0.4%)
Biofuels
1.4 (1%)

Renewables
7.3 (7%)
Wood
2.0 (2%)

Natural Gas
21.2 (20%)

Coal
23.9 (22%)

107 Quads Total
Source: Energy Information Administration (EIA) / Annual Energy Review 2008 (DOE/EIA-0384(2008) June 2009 )

Waste
0.4 (0.4%)

Wind, Solar,
Other
0.6 (0.6%)

85% Demand Growth
by 2050!
2/3’s Energy Supplied
By Fossil Fuels!

Future Energy Scenarios

2100 No long-term climate policy
2% 3%

2100 Global tax on all carbon
dioxide emissions
2% 5%

14%

21%

32%
6%
6%
2%
33%

11%
38%
Global energy use: 1,340 exajoules

Source: John M. Reilly, MIT
Jeremy Boak, Colo. Energy Research Institute

25%

Global energy use: 800 exajoules

Why Natural Gas?

CLEAN

ABUNDANT

DOMESTIC

JOBS

CLEAN

Cleaner for Power Generation
• Compared to coal, natural gas…
Reduces CO2 emissions

50%

Reduces CO emissions

81%

Reduces NOx emissions

80%

Virtually Eliminates SO2 Emissions

99.96%

Virtually Eliminates Particulate Emissions

99.74%

Completely Eliminates Mercury Emissions

100%

Cleaner for Vehicles
• Natural Gas vehicles…
Reduce CO2 emissions

20-30%

Reduce CO emissions
Reduce NOx emissions

70-90%
75-95%

Reduce Particulate Matter emissions
Reduce VOC emissions

…compared to gasoline or diesel

90%
89%

ABUNDANT

Supply: The New Abundance
Total Potential Natural Gas Resources
(trillion cubic feet)
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*From 1990-2006, traditional resources include shale gas, which was not broken out separately by the PGC until 2008.

Source: Potential Gas Committee Report, June 2009

Enough For Generations
North American Dry Gas Productive Capacity
(BCF per Day)

Shale

Tight Sands
Coalbed Methane
Conventional
Associated

Source: IHS CERA, Fueling the Future, 2010

DOMESTIC

Our Dependence on Foreign Oil
• How much do we use?
─ 3,540,500,000 barrels imported in 2009

• How much does it cost?
─ $208,894,495,000 on imported oil in 2009
─ $680 for each person in America

• Where does the money go?
─ Among the top countries we import from: Venezuela, Saudi
Arabia, Nigeria, Russia, Algeria, Angola and Iraq.

JOBS

Economics & Employment
Natural Gas Employment
(Average Annual Workers)
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620,078

517,223
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2008 Total Employment

$385 BILLION

750,000
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2.8 MILLION

2008 Total Value Added.

$181 BILLION
2008 Total Labor Income.

2006
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Direct

Source: IHS Global Insight, 2009

Indirect

2008

Induced

POWER
GENERATION

Future Electricity Demand
How to best meet anticipated future demands?

2035
2008

5,021 billion KWH

3,873 billion KWH

23%
Increase

Source: EIA Annual Energy Outlook 2010

Today’s Electricity Mix
1% other non-renewable
4% other renewable
wind, biomass, geothermal and solar

7% hydropower

20% nuclear

23% natural gas

Source: EIA, 2009 Annual Energy Review

45% coal

The Role for Natural Gas
• How much is there?
• Do we have the
infrastructure?
• What are the cost
implications?

• What are the clean
energy benefits?
• Who is leading the
way?

Ready Now
Utilization of Electric Generation Capability
(net generation as a percentage of net summer capacity)

397 GW

313 GW

72% Utilized
24 % Utilized
Natural Gas

Source: EIA, 2008 Electric Power Annual

Coal

Cost of Producing Energy

Complementing Renewables

TRANSPORTATION

Opportunity: Heavy-Duty Vehicles
Miles Traveled

Fuel Economy

Fuel Consumed

(average per year)

(average mpg)

(average gallons per year)

22.6
25,254

18.1

10,951

4,075

11,788

6.2
605

Heavy-Duty Vehicles

Source: EIA Annual Energy Review 2009

Vans, Pickups & SUVs

Passenger Cars

522

The Role for Natural Gas Vehicles
• Do we have enough
natural gas?
• Do we have the
infrastructure?
• What are the benefits?

• What are the costs?
• What policies do we need
to encourage its use?
• Who is leading the way?

Benefits: What We Can Do

Converting just one
heavy-duty waste truck
from diesel to natural
gas…

… offers the emissions
reduction equivalent of
taking 325 cars off the
road.

Benefits: What We Can Do

Replacing 3.5 million medium- and heavy-duty trucks and
buses with CNG-powered counterparts by 2035 would
save at least 1.2 million barrels of oil per day.

Take Away Messages
SM Energy is a proud US energy provider via its
significant resource plays
Fossil fuels will remain a foundation for US energy
supply…even for our grandchildren!
Natural gas can be the bridge fuel to the future:
Over 100 year supply right now
It’s ‘home grown’…reduces our dependence on
foreign sources of energy supply
Half the carbon footprint of coal
Provides 3 million jobs today & many more
tomorrow
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SM Energy

TRIVIA

Thanks & ‘Best’ wishes
for success in 2011!

