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LEVERAGED LOANS

Eclipse Resources 
debt upgraded 
as output plan 
to resume
By Steve Gelsi
• EnCap-backed firm draws glint of sunshine
• Energy firm plans to increase production
• Prospects for company's debt improve

 Eclipse Resources saw its debt upgrad-
ed following a $142 million common-stock 
offering and after the State College, Penn-
sylvania, oil-and-gas firm said it would 
resume production plans.

While Eclipse's debt remains in specu-
lative territory, the company, backed by 
EnCap Investments LP, appears to be gain-
ing traction as energy prices stabilize. Else-
where in the sector, more companies are 
garnering distressed-debt ratings.

‘Improving margins’
“Given current forward commodity pric-

es, we expect to cease our voluntary pro-
duction curtailment program at the end of 
the third quarter of 2016 and to complete 
our drilled uncompleted wells through the 
remainder of fiscal 2016 and into the first 
quarter of fiscal 2017,” the company said in 
a prospectus.

Moody’s Investors Service upgraded 

Eclipse Resources’ corporate-family rating 
to Caa1 from Caa2. Obligations with that 
rating are judged to be speculative, of poor 
standing and subject to very high credit 
risk, according to Moody's definitions.

“With considerable cash balances and 
improving cash margins on its production, 
Eclipse is poised to return to a production 
growth trajectory that should allow for 
meaningful deleveraging,” Moody's ana-
lyst John Thieroff said in a note.

Moody’s cited Eclipse’s “improved liquid-
ity and good visibility to fund a more 
robust drilling program through 2017 than 
we had previously anticipated.” That's due 
mostly to proceeds from its equity offer-
ing, led by Goldman Sachs, KeyBanc Capital 
Markets, Morgan Stanley and BMO Capital 
Markets.

Eclipse had curtailed additional produc-
tion in 2016 and kept its output at about 
200 million cubic feet equivalent of natural 
gas a day, a June company presentation to 
investors shows.

Looking ahead, Eclipse Resources plans 
to lift fourth-quarter 2016 production to 
about 240 million cubic feet equivalent of 
natural gas per day, a 20 percent increase 
from its earlier guidance.

In fiscal 2017, it expects production 
growth between 40 percent and 60 percent 
ahead of its forecast production for 2016.

Eclipse Resources operates in the Utica 
and Marcellus shale formations in Ohio, 
Pennsylvania and surrounding areas.

The firm has worked to hold down costs 
by drilling longer wells. In June, the com-
pany said it drilled and completed the lon-
gest onshore horizontal lateral well ever in 
the U.S., about 18,500 feet or more than 
three miles.

At March 31, the company held adjusted 
cash of $259 million, with debt of $509 mil-
lion in the form of senior unsecured notes 
due 2023.

Stock performance
After trading as high as $27.18 a share 

in second-quarter 2014, the stock traded as 
low as 65 cents a share in first-quarter 2016. 
The stock closed at $2.48 a share on July 11.

For the first quarter, adjusted EBITDA 
rose 22 percent to $25.3 million from $20.7 
million in the year-ago period.

EnCap Investments LP invested in 
Eclipse Resources back in 2011 and owns 
about 174.5 million shares either directly 
or indirectly, according to filings and the 
firm’s website.

Among the company’s institutional hold-
ers, Kohlberg, Kravis Roberts & Co owned 
11 million shares and Blackstone Group 
owned about 3.4 million shares as of March 
31.

ACTION ITEM

Eclipse Resources investor presenta-
tion: http://bit.ly/29RdCf8

Ratings Wrap-Up (July 1, 2016 - July 13, 2016)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.

Date Company: Sponsors: Arrow: Action: Highlight: Rating 
Service

7/7/16 Clearlake Capital IronGate Energy 
Services LLC = S&P dropped the corporate credit rating on Irongate 

Energy to 'CC' from 'CCC-'. The outlook is negative.
The downgrade follows IronGate deferring 
interest payments and looking like a default 
candidate.

S&P

7/7/16 EnCap Investments Eclipse Resources 
Corporation < Moody's upgraded Eclipse Resources' Corporate Family 

Rating to Caa1 from Caa2 and outlook to stable.
Eclipse has improved its liquidity and 
growing production. 

Moody's

7/12/16 Energy Capital 
Partners

NESCO, LLC = Moody's downgraded NESCO's Corporate Family Rating 
to Caa3 from Caa1. The outlook remains negative.

NESCO has weak liquidity and is facing a 
decline in demand. Both are expected to 
continue through 2016.

Moody's

7/6/16 First Reserve 
Corporation

Dixie Electric, LLC = Moody's downgraded Dixie Electric's Corporate Family 
Rating to Ca from Caa1. The outlook is negative.

Dixie has displayed weak liquidity and 
profitability. This is expected to continue 
into 2017.

Moody's

7/13/16 Kohlberg Kravis 
Roberts & Co.

Preferred 
Proppants, LLC = S&P dropped the corporate credit rating on Preferred 

Proppants to 'CC' from 'CCC-'. The outlook is negative.
The company is experiencing weak credit 
and liquidity, making its capital structure 
seen as unsustainable.

S&P

7/1/16 NGP Energy Capital 
Management LLC

Triangle USA 
Petroleum Corp. = S&P lowered the corporate credit rating for Triangle 

USA Petroleum to 'D' from 'CCC'. 
Triangle announced that it has entered into 
Chapter 11 bankruptcy agreement.

S&P

7/6/16 Senja Capital; 
Temasek Holdings

FTS International, 
Inc. = S&P lowered FTS International's corporate credit rating 

to SD from CC.
The SD rating follows FTS' repurchase of its 
senior secured notes. The transaction is seen 
as distressed.

S&P
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