


Panhandle Co-Operative Royalty Company was incorporated under the 

laws of the State of Oklahoma on the 3rd day of December, 1926.  Its fi rst meeting of 

stockholders was held on the 17th day of December, 1926, in Range, Oklahoma.  

Panhandle’s offi ce at that time was in Tulsa.  A short time thereafter the offi ce was moved 

to Oklahoma City and remains there today.

Panhandle was formed “for the purpose of conducting a mining 

business; including buying and selling lands, oil and gas leases and royalties, upon a 

co-operative plan.”

Panhandle Co-Operative Royalty Company was merged into Panhandle 

Royalty Company in 1979, and its shares were registered with the SEC and traded 

over-the-counter.  The Company’s shares have been subsequently traded on the NASDAQ, 

AMEX and currently on the NYSE.

The Company’s name was changed to its current Panhandle Oil and Gas 

Inc. in 2007.  Panhandle still conducts a mining business, buying and selling leases and 

royalties.  This business has expanded outside of Oklahoma, and in 2016 Panhandle is 

involved in the acquisition, management and development of non-operated oil and 

natural gas properties on the Company’s mineral and leasehold acreage.
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The attached Form 10-K contains a complete discussion and analysis of the 

Company’s financial results for 2016 on pages 31-42.  A brief summary is provided in the 

following paragraphs.

Significant Items for the Year

● Recorded a net loss of $10,286,884, $0.61 per share, compared to a 

net income of $9,321,341, $0.56 per share, for fiscal 2015.

● Posted total production of 11.5 billion cubic feet equivalent (Bcfe).

● Generated cash from operating activities of $14.6 million, well in 

excess of capital expenditures of $4.0 million. 

● Generated lease bonus proceeds of $8.0 million, which is not 

included in cash flow from operations.

● Reduced debt $20.5 million.

● Incurred non-cash impairment provision of $12.0 million.

For fiscal 2016, the Company recorded a net loss of $10,286,884, or $0.61 per 

share. This compared to a net income of $9,321,341, or $0.56 per share, for fiscal 2015. Net 

cash provided by operating activities decreased 68% to $14.6 million for 2016, versus 2015, 

and was in excess of capital expenditures in fiscal 2016, which totaled $4.0 million.

Total revenues for 2016 were $39,063,183, a decrease of 45% from 

$70,882,093 for 2015. Oil, NGL and natural gas sales revenues decreased $23,122,561, or 42% 

in 2016, as compared to 2015. This revenue decrease was a result of decreased oil, NGL and 

natural gas prices of 31%, 31% and 30%, respectively, and decreased oil, NGL and natural gas 

production volumes of 20%, 19% and 15%, respectively. Overall results were a 16% decrease in 

Mcfe production volumes and a 31% decrease in the average sales price per Mcfe to $2.73, as 

compared to $3.97 in 2015. Revenue from lease bonuses in 2016 was $7.7 million, compared 

to $2.0 million in 2015. Losses on derivative contracts totaled $0.1 million in 2016 as com-

pared to gains of $13.8 million in 2015. The majority of the derivative gains in 2015 were for 

oil contracts put in place in fiscal 2014 to protect oil prices received for production from the 

Eagle Ford Shale properties.

Financial Review
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On a personal note, this is my last annual report as an offi cer of Panhandle. 

The last 26 years have been very enjoyable and rewarding. Through the years, all the team at 

the Company, current and alumni, were always supportive and worked hard to make Panhandle 

successful. In addition, I always appreciated the support from you, my fellow shareholders as 

well. One of our fellow shareholders once told me most companies eventually get the 

shareholders they deserve, and PHX has the best group of shareholders a company can have. 

Michael C. Coffman, President & Chief Executive Offi cer

The decrease in oil production was primarily the result of natural production 

decline in the Eagle Ford Shale, which was not offset by new production in the play due to 

signifi cantly reduced drilling activity. Declining production from various fi elds in western 

Oklahoma, the Texas Panhandle and northern Oklahoma contributed to the decrease to a 

lesser extent. NGL production volume decreases were largely the result of natural production 

decline in the Anadarko Basin Woodford Shale in western and central Oklahoma and the 

Anadarko Basin Granite Wash in western Oklahoma and the Texas Panhandle. Natural gas 

production volume decreases were primarily the result of naturally declining production in the 

Fayetteville Shale. Declining production from the Anadarko Basin Granite Wash and the 

southeastern Oklahoma Woodford Shale also contributed to the decrease to a lesser extent. 

Total costs and expenses for 2016 increased $336,315, or 0.6% over 2015. 

Lease operating expenses declined $3.9 million, principally as a result of operating effi ciencies 

in the Eagle Ford Shale fi eld. However, provision for impairment increased $7.0 million in 

2016 as a result of severely depressed oil, NGL and natural gas prices during 2016. The 

Company also recorded a $2.6 million gain on asset sales in 2016, as compared to only $0.4 

million in 2015.

A Final Note

Michael C. Coffman
President

Chief Executive Offi cer
Retired Effective 12-31-2016

Paul F. Blanchard Jr.
President 

Chief Executive Offi cer
Effective 1-1-2017



2016 will be remembered as one of the most difficult years in the history 

of the energy industry. We saw wellhead product prices drop to multi-year lows in the fiscal 

second quarter of 2016, when prices averaged $1.64 per Mcf of natural gas, $27.19 per barrel 

of oil and $9.85 per barrel of NGL. By our fourth quarter, prices recovered to $2.55 per Mcf, 

$41.62 per barrel of oil and $14.43 per barrel of NGL, but still materially below the pre-down-

turn 2014 average wellhead price of $4.05 per Mcf, $93.68 per barrel of oil and $32.31 per 

barrel of NGL.

The industry adapted to this price disruption by becoming more efficient. As 

demand for drilling and completion services decreased dramatically, so did the cost of those 

services. The industry continued to optimize drilling processes and times, further decreasing 

cost. However, the most important factor is that the industry made great strides in fracture 

stimulation technology and processes. Improved fracture fluids combined with improved 

perforating and diversion materials along with much higher sand concentrations have resulted 

in material advances in resource play well performance. With more than 4,800 undeveloped 

drilling locations, principally in the cores of resource plays, and over 185,000 mineral acres 

that are unleased and undeveloped, Panhandle will benefit materially from these advances.

We chose not to participate in the majority of wells proposed to us in 2016 

because we did not believe they would earn reasonable rates of return at the NYMEX futures 

pricing at that time. Instead, we focused on leasing out our mineral acreage in what we 

considered to be relatively higher-risk areas as compared to our core resource play holdings. 
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Operational Highlights and Developments

SE Oklahoma Woodford Shale
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This effort generated $8.0 million in lease bonus proceeds. We also sold the assets from a 

dissolved partnership and other minor assets generating another $4.5 million. These funds, 

along with excess cash fl ow, were used to reduce our debt from $65 million at the beginning 

of fi scal 2016 to $44.5 million at September 30, 2016, leaving us with $35.5 million of 

available liquidity.

As product prices climbed later in fi scal 2016 and into 2017, we began to see 

meaningful activity return to our core resource play holdings. Our participation in this activity 

is expected to generate solid rates of return at current NYMEX strip prices. 

Drilling is underway on an eight-well horizontal drilling program operated by 

BP America in the southeastern Oklahoma Woodford Shale gas play. Panhandle has an 

average 20% working interest and 27.4% net revenue interest in these wells, which should 

begin producing in the second fi scal quarter of 2017. 

Panhandle recently approved participation in six wells in the core of the 

STACK/CANA play. Cimarex Energy is the operator and has begun drilling with two rigs. 

Panhandle has a 17.5% working interest and a 16.25% net revenue interest in these six 

Woodford Shale wells, which are projected to begin producing early in our third fi scal quarter 

of 2017. 

Pad drilling is scheduled to resume on our Eagle Ford Shale leasehold acreage 

in our second fi scal quarter of 2017. The operator plans to move in one rig and drill a ten-well 

program. This activity should occur over a roughly six- to seven-month period. The operator 

SCOOP Play 
Woodford/

Springer

STACK Play 
Meramec/
Woodford

Cana Core
Woodford

Western & South Central Oklahoma



PHX Leasehold
Acreage

Eagle Ford Oil Window
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intends to apply techniques used in the completion of the most recent well on the acreage 

block, which began producing last summer. Production from this well was significantly 

higher than previous wells on the acreage block, and this new drilling is expected to yield 

similar results. 

The drilling detailed above will be on some of the lowest-risk acreage in the 

Company’s portfolio, as it is in the cores of resource plays that are well defined and highly 

predictable. These investments should materially increase Panhandle’s daily oil, NGL and 

natural gas production when the wells come online. The Company also has two exciting 

higher-risk plays being tested in the Permian Basin.

The first play is our Cochran County, Texas, mineral block, where Element 

Petroleum has commenced testing the economic viability of drilling horizontal San Andres 

oil wells. Prior to December 2016, Element drilled and cored two pilot holes on our mineral 

acreage. Currently, they are drilling and coring three additional pilot wells on and adjacent to 

our block. Element has also completed a salt water disposal (SWD) well and has an additional 

SWD well planned on the block. Their intent is to use the technical data from the pilot wells 

to determine the optimum placement of the laterals in the San Andres. Once that has been 

determined, Element plans to drill and complete 1.5-mile long laterals in the five pilot wells 

to test the productivity of the San Andres on and adjacent to our mineral acreage. Panhandle 

owns 4,053 net mineral acres on the gross 34.5 square-mile block, which were leased to 

Element Petroleum in December 2015. The lease terms provide Panhandle a 25%, 
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PHX
Mineral
Acreage

proportionately reduced, royalty and the right to buy back up to a 10% working interest in 

each drilling unit on the lease, as initial unit wells are proposed. Where Panhandle exercises 

this right, we will own a 10% working interest and a 12.1% net revenue interest in those 

drilling units. These terms allow Panhandle to avoid risking capital in the concept testing 

phase, but to begin participation with a working interest position once economic viability has 

been established. This is signifi cant because, if successful, there is potential to develop this 

acreage with multiple San Andres oil wells per unit.

In the second play, QEP Resources is testing the economic viability of a 

Woodford Shale resource play on a block of mineral acreage we own in Andrews and Winkler 

Counties, Texas. The initial Woodford Shale test well, which began producing in early 2015, 

was a productive oil well, but it was uneconomic. QEP has proposed to drill a second Woodford 

Shale well with a two-mile long lateral in early 2017. The second well will optimize the fracture 

stimulation and completion design utilizing data acquired from the fi rst well completion. 

Panhandle’s mineral block consists of 2,439 net acres covering 43.6 square miles. Our lease 

to QEP provides Panhandle a 25%, proportionately reduced, royalty and the right to buy back 

up to 10% working interest in each drilling unit on the lease as initial unit wells are proposed. 

Where Panhandle exercises this right, we will own an average 7.0% working interest and a 7.5% 

net revenue interest in those drilling units. This allows Panhandle to avoid risking capital in 

the concept testing phase, but to begin participation with a working interest position once 
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Permian Basin Cochran Co. San Andres
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economic viability has been established. This is signifi cant because, if successful, there is 

potential to develop this acreage with multiple Woodford Shale oil wells per drilling unit.

Your Company is navigating through this current down cycle by maintaining 

its conservative fi nancial and operating strategies. As we enter 2017, we own material mineral 

and/or leasehold positions in several of the top resource plays in the United States including 

the STACK/CANA, SCOOP, southeast Oklahoma Woodford Shale, Eagle Ford Shale and 

Fayetteville Shale. These assets will continue to offer the potential to deliver long-term growth 

for the Company for many years. We also have the two new prospective plays being tested 

in the Permian Basin and more than 185,000 acres of unleased and undeveloped mineral 

ownership to source additional growth. We will maintain our conservative fi nancial and 

operating strategies regardless of external factors, including our proven long-term-oriented 

strategies and rate of return driven investment philosophy, and continue to focus our efforts 

on delivering long-term value for our shareholders.

Permian Basin Andrews & Winkler Counties



            2016 2015 2014
Revenue and Earnings
Revenue $ 39,063,183 $ 70,882,093 $ 84,411,224
Net Income (loss) $ (10,286,884) $ 9,321,341 $ 25,001,462
Earnings (loss) per Share $ (.61) $ .56 $ 1.49
Average Shares Outstanding  16,840,856  16,768,904  16,727,183
Net Cash Provided by Operating Activities $ 14,589,717 $ 45,571,014 $ 52,622,602
Proceeds from leasing mineral acreage and 
 from sales of assets $ 12,551,160 $ 2,053,900 $ 569,144
Costs Incurred In Oil and Gas Activities 
 Drilling $ 3,986,235 $ 30,800,625 $ 38,612,788
 Acquisitions $ – $ 308,180 $ 83,310,202
Debt $ 44,500,000 $ 65,000,000 $ 78,000,000

Production
MCFE Produced  11,496,249  13,729,733  14,098,009
Average Sales Price per MCFE $ 2.73 $ 3.97 $ 5.88
Barrels Oil Produced  364,252  453,125  346,387
Average Sales Price per Barrel $ 36.70 $ 53.12 $ 93.68
MCF Natural Gas Produced  8,284,377  9,745,223  10,773,559
Average Sales Price per MCF $ 1.92 $ 2.73 $ 4.05
Barrels NGL Produced  171,060  210,960  207,688
Average Sales Price per Barrel $ 12.60 $ 18.25 $ 32.31 
Average Production Costs (per mcf equivalent) (1) $ 1.27 $ 1.39 $ 1.18
(1) Production costs include well operating costs, production taxes and handling,  marketing and 
     other fees paid on natural gas sales.
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Financial & Operating Highlights

 2012 2013 2014 2015 2016

 2012 2013 2014 2015 2016

 2012 2013 2014 2015 2016

 2012 2013 2014 2015 2016

$  1.50
$  1.25
$  1.00
$  0.75
$  0.50
$  0.25

0
$  0.25
$  0.50
$  0.75

Net Income
$25,000,000

$20,000,000

$15,000,000

$10,000,000

$5,000,000

0

–$5,000,000

–$10,000,000

Revenue
$90,000,000

$80,000,000

$70,000,000

$60,000,000

$50,000,000

$40,000,000

$30,000,000

Cash Provided by Operating Activities
$60,000,000

$50,000,000

$40,000,000

$30,000,000

$20,000,000

$10,000,000

0

Earnings Per Share



2016 2015 2014
Reserves
Proved Developed Reserves:    

Barrels of NGL 1,095,256  1,466,834  1,564,859
Barrels of Oil 1,980,519  2,725,077  2,890,678
MCF of Gas 62,929,047  82,899,159  88,512,767
MCFE 81,383,697  108,050,625  115,245,989

Proved Undeveloped Reserves:   
Barrels of NGL 527,447  1,453,766  1,475,322
Barrels of Oil 3,445,571  4,313,353  4,678,901
MCF of Gas 18,796,551  37,314,885  53,979,593
MCFE 42,634,659  71,917,599  90,904,931

Total Proved Reserves:   
Barrels of NGL 1,622,703  2,920,600  3,040,181
Barrels of Oil 5,426,090  7,038,430  7,569,579
MCF of Gas 81,725,598  120,214,044  142,492,360
MCFE 124,018,356  179,968,224  206,150,920

10% Discounted Estimated Future 
Net Cash Flows (before federal 
income taxes @ SEC pricing)    

Proved Developed $ 55,586,606 $ 126,295,752 $ 234,799,797
Proved Undeveloped $ (7,696,741) $ 17,948,482 $ 135,228,020

Total $ 47,889,865 $ 144,244,234 $ 370,027,817
SEC Pricing    

NGL/Barrel $ 12.22 $ 19.10 $ 31.45
Oil/Barrel $ 36.77 $ 55.27 $ 96.94
Gas/MCF $ 1.97 $ 2.84 $ 4.04
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Reserves & Production
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The graph to the right compares the cumulative 5-year total 
return to shareholders on Panhandle Oil & Gas Inc’s common 
stock versus the cumulative total returns of the S&P Smallcap 600 
Index and the S&P Oil & Gas Exploration & Production Index. The 
graph assumes that the value of the investment in the Company’s 
common stock and in each of the indexes (including reinvest-
ment of dividends) was $100 on 9/30/2011 and tracks it through 
9/30/2016. 

* $100 invested on 9/30/11 in stock or index-including 
   reinvestment of dividends. Fiscal year ending September 30.

Copyright ©2016, Standard & Poor’s, a division of S&P Global 

All rights reserved.

Securities Information

The Company’s Class A Common Stock (“common stock”) is listed 
on the New York Stock Exchange (symbol PHX). The following 
table sets forth the high and low trade prices of the common stock 
during the periods indicated.

Quarter Ended High Low

December 31, 2014 $ 29.80 $ 15.68
March 31, 2015 $ 25.20 $ 17.58
June 30, 2015 $ 24.00 $ 19.57
September 30, 2015 $ 21.23 $ 13.81
December 31, 2015 $ 20.20 $ 13.18
March 31, 2016 $ 18.89 $ 10.82
June 30, 2016 $ 19.47 $ 15.34
September 30, 2016 $ 19.30 $ 15.45 

As of December 1, 2016, there were 1,367 holders of record of 
Panhandle’s Class A common stock and approximately 5,700 
benefi cial owners.

SEC and NYSE Certifi cations

The Form 10-K, included herein, which was fi led by the Company 
with the Securities and Exchange Commission (SEC) for the fi scal 
year ended September 30, 2016, includes, as exhibits, the 
certifi cations of our chief executive offi cer and chief fi nancial 
offi cer required to be fi led with the SEC pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002. The Company has also fi led 
with the New York Stock Exchange (NYSE) the 2016 annual 
certification of its chief executive officer confirming that the 
Company has complied with the NYSE corporate governance list-
ing standards pursuant to Section 303A.12(a) of those standards.

During the past two years, cash dividends have been declared and 
paid as follows on the Class A Common Stock:

Date Rate Per Share

December 2014 $ 0.04
March 2015 $ 0.04
June 2015 $ 0.04
September 2015 $ 0.04
December 2015 $ 0.04
March 2016 $ 0.04
June 2016 $ 0.04
September 2016 $ 0.04

While the Company expects to continue to pay dividends on its 
common stock, the payment of future cash dividends will depend 
upon, among other things, fi nancial condition, funds from 
operations, the level of capital and development expenditures, 
future business prospects, contractual restrictions and any other 
factors considered relevant by the board of directors. The 
Company’s credit facility also contains provisions limiting the 
amount of dividends that can be paid.

Stock Split History

May 1982 10-for-1
May 1999 3-for-1
February 2004 2-for-1
January 2006 2-for-1
October 2014 2-for-1

Panhandle Oil and Gas Inc.
S&P Smallcap 600
S&P Oil & Gas Exploration & Production
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Management Team

Paul F. Blanchard Jr.
President 

Chief Executive Officer
Effective 1-1-2017

Shelly S. Quimby
Manager Land, Acquisitions and Divestitures 

Effective 1-1-2017

Stephanie K. Morris
Assistant Controller 
Effective 1-1-2017

Robb P. Winfield
Vice President 

Chief Financial Officer and Controller 
Effective 1-1-2017

Michael C. Coffman
President

Chief Executive Officer
Retired Effective 12-31-2016

Stock Transfer & Dividend Paying 
Agent

Standard U.S. postal mail:

Computershare Trust Company, N.A.
P.O. Box 43078
Providence, RI 02940-3078

Overnight/express delivery:

Computershare Trust Company, N.A.
250 Royall Street
Canton, MA 02021

Toll free within U.S. and Canada 
1-800-884-4225

Outside U.S. and Canada 
1-781-575-2879 

Website: 

www.computershare.com

Email inquiry address for investors:

web.queries@computershare.com

Corporate Headquarters

Grand Centre Building
5400 N. Grand Blvd.
Suite 300
Oklahoma City, OK 73112

Internet Address

Company financial information, public 
disclosures and other information are 
available through Panhandle’s website at: 
www.panhandleoilandgas.com

Stock Exchange

New York Stock Exchange
Symbol: PHX

Independent Registered Public 
Accounting Firm

Ernst & Young LLP
Oklahoma City, Oklahoma

Lonnie J. Lowry
Vice President 

Corporate Secretary 
Effective 1-1-2017
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Freda R. Webb
Vice President 

Operations 
Effective 1-1-2017



(1) Member audit committee

(2) Member compensation committee

(3) Member governance and nominating committee

Lee M. Canaan
Braeburn Capital Partners, LLC

(1) (3)

Robert A. Reece
Attorney

(1) (3)

Robert O. Lorenz
Lead Independent Director

(1) (2)

  H. Grant Swartzwelder
PetroGrowth Advisors

(2) (3)

Darryl G. Smette
Retired Executive Vice President of 

Marketing & Midstream
Devon Energy Corporation

(1) (2)

Robert E. Robotti
Robotti & Company LLC

(2) (3)

12

Board Of Directors
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President

Chief Executive Offi cer
Retired Effective 12/31/2016

Paul F. Blanchard Jr.
President 

Chief Executive Offi cer
Effective 1-1-2017
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DEFINITIONS

Bbl – barrel.
Bcf – billion cubic feet.
Bcfe – 

Board – board of directors.
BTU –
CEO – 
CFO –
Company –
completion –

equipment for the production of crude oil and/or natural gas.
conventional –

in discrete accumulations in structural and stratigraphic traps.
COO –
DD&A – depreciation, depletion and amortization.
developed acreage –

capable of production.
development well –

dry gas –

dry hole –
economically producible quantities.

ESOP –

exploratory well –

FASB –

name refers to the surface area, although it may refer to both the surface and the 

formation –
G&A –
gross acres or gross wells –
held by production or HBP – refers to an oil and gas lease continued into effect into its 

horizontal drilling –

hydraulic fracturing –



Independent Consulting Petroleum Engineer(s) or Independent Consulting Petroleum 
Engineering Firm –

LOE – lease operating expense.
Mcf – thousand cubic feet.
Mcfd – thousand cubic feet per day.
Mcfe –

natural gas liquids to six Mcf of natural gas.
Mmbtu –
Mmcf – million cubic feet.
Mmcfe –

crude oil or natural gas liquids to six Mmcf of natural gas.
minerals, mineral acres or mineral interests –

the Company.
net acres or net wells –

NGL – natural gas liquids.
NYMEX –
OPEC –
Panhandle –
PDP –
play –
production or produced –

and sold.
proved reserves –

reasonably certain.
proved developed reserves –

existing equipment and operating methods.
proved undeveloped reserves or PUD –

required for recompletion.
PV-10 –

SEC rules.
royalty interest –

SEC – the United States Securities and Exchange Commission.
unconventional –



methane, and generally require horizontal drilling, fracture stimulation treatments or 

undeveloped acreage – 

natural gas.
working interest –

Fiscal year references

References to oil and natural gas properties

such properties.



PART I

ITEM 1     BUSINESS

In March 2007, the Company increased its authorized Class A Common Stock from 12 

Stock on a 2-for-1 basis.

www.panhandleoilandgas.com.

SEC rules.

www.sec.gov that contains reports, proxy and information 

the SEC, including this Form 10-K.





particular companies or persons for the purchases of additional mineral and leasehold acreage.



perpetual, unless sold by the Company. Royalties are due and payable to the Company 

mineral acreage.

States require permits for drilling operations, drilling bonds and reports concerning 
operations and impose other regulations relating to the exploration for and production of oil, 



ITEM 1A  RISK FACTORS

Uncertainty of economic conditions, worldwide and in the United States, may have a 

Oil, NGL and natural gas prices are volatile. Volatility in these prices can adversely affect 
operating results and the price of the Company’s common stock. This volatility also makes 

factors, including:



consuming countries

and production performance.

product prices.

Low oil, NGL and natural gas prices for a prolonged period of time would have a material 
adverse effect on the Company.

decrease, possibly resulting in recognition of impairment expense 



The Company cannot control activities on its properties.

dependence on the third-party operators of our properties, and on the cooperation of other 

Company’s properties

of operations.

gas sales.



counterparties may be unable to satisfy contractual obligations to us. If any counterparty to our 

percentage of our future oil and natural gas production to commodity price changes and could 

Lower oil, NGL and natural gas prices or negative adjustments to oil, NGL and natural gas 

geological and geophysical costs, rentals and exploratory dry holes, are charged against income 

holes are capitalized and amortized by property using the unit-of-production method (the ratio of 



Our estimated proved reserves are based on many assumptions that may prove to be 
inaccurate. Any inaccuracies in these reserve estimates or underlying assumptions may 



Company, or the oil and natural gas industry in general.

materially from their current levels.



conditions. Further, drilling operations may be curtailed, delayed or canceled as a result of 
numerous factors, including:

Oil and natural gas drilling and producing operations involve various risks.



risks. For example, the Company does not maintain insurance for business interruption, acts of 

Debt level and interest rates may adversely affect our business.

Should the Company incur additional indebtedness under its credit facility to fund 

industry changes



Future legislative or regulatory changes may result in increased costs and decreased 



especially in northern Oklahoma.

permitting and compliance requirements. Consequences of these actions could potentially 

Climate Change

component of natural gas, and carbon dioxide, a by-product of burning oil and natural 

regulation of greenhouse gas emissions, states may pursue the issue either directly or 



regulation in the United States. Restrictions on emissions of methane or carbon dioxide 

sources as a means of addressing climate change could reduce demand for oil and 
natural gas.

could adversely affect results of operations.

Competition in the oil and natural gas industry is intense, and most of our competitors 

rights in all drilling units.



our business.

including the Company’s:

We may be subject to information technology system failures, network disruptions, cyber-
attacks or other breaches in data security.

offsite backup of all crucial electronic data, there cannot be absolute assurance that a form of 

condition and operations results.

ITEM 1B   UNRESOLVED STAFF COMMENTS

ITEM 2     PROPERTIES



     Gross  Gross  

Total: 255,019 1,688,749 56,530 430,843 13,255 95,674 185,234 1,162,232

opinions on all of its mineral acreage and, therefore, cannot be certain that it has unencumbered 

against the Company’s fee title to its acreage.

ACREAGE

Mineral Interests Owned

number of net and gross acres, net and gross producing acres, net and gross acres leased, and net 

not producing.



Kansas 2,117 - - - - - 2,117

Leases



  their projected economic limits much earlier than projected in 2015.

  locations in 2015.

producing in early 2017.



the future. 



by contractual arrangements, excluding escalations based upon future conditions.

and through installed extraction equipment and infrastructure operational at the time of the 

reasonable certainty.



rule, Modernization of Oil and Gas Reporting Requirements

of the properties. 







Fiscal years ended:

Fiscal years ended:

Fiscal years ended:

September 30, 2015 -  -  -

Oil 1 0.03 21 22



and operations. 

light of experience and perception of historical trends, current conditions and expected future 

materially from our expectations.

this report.

certain factors that in the future could cause results for 2017 and beyond to differ materially from 

the Company.

Commodity Prices.

are dependent on a number of factors beyond the Company’s control, including: the supply and 



these prices.

Uncertainty of Oil, NGL and Natural Gas Reserves. 

attributable to the Company’s properties. As required by the SEC, the estimated discounted 

decreases in consumption. 

of the oil and natural gas industry in general.



ITEM 3     LEGAL PROCEEDINGS

at the date of this report.

ITEM 4     MINE SAFETY DISCLOSURES



9/11 9/12 9/13 9/14 9/15 9/16

Panhandle Oil & Gas Inc                          S&P Smallcap 600

S&P Oil & Gas Exploration & Production

*$100 invested on 9/30/11 in stock or index, including reinvestment of dividends.
Fiscal year ending September 30.

Copyright© 2016 Standard & Poor’s, a division of S&P Global. All rights reserved.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Panhandle Oil & Gas Inc, the S&P Smallcap 600 Index,

and the S&P Oil & Gas Exploration & Production Index
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PART II

ITEM 5      MARKET FOR COMMON EQUITY, RELATED STOCKHOLDER 
                    MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES



prices of the Common Stock during the periods indicated:

of the credit facility.



As of and for the year ended September 30,

Revenues

Costs and expenses

income taxes

           

            

ITEM 6     SELECTED FINANCIAL DATA



ITEM 7     MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL 
      CONDITION AND RESULTS OF OPERATIONS

natural gas sales prices.



Fiscal Year 2016 Compared to Fiscal Year 2015

of assets.

the decrease.



the decrease.



sales bear the large majority of the handling fees. Handling fees are charged either as a percent of 

mainly to declining oil prices.

settlement related to participation rights on some of the Company’s mineral acreage in Arkansas. 



Interest Expense

Fiscal Year 2015 Compared to Fiscal Year 2014

other miscellaneous income.

offset by naturally declining oil production from the Company’s properties in Oklahoma and the 



2015 2014



of the handling fees. Handling fees are charged either as a percent of sales or based on 

2015, compared to 2014.

marginal properties partially offset by higher interest income from operators.



Interest Expense

purchase the Eagle Ford Shale properties on June 17, 2014.



compared to 2015, due to:

Capital Resources



2017 are expected to be partially funded by utilization of the Company’s credit facility.

lesser extent. 

Since the Company is not the operator of any of its oil and natural gas properties, it is 



ended

Company to continue to employ its normal operating strategies. 

leasing certain of the Company’s mineral acres. 

opportunities for product price protection through additional hedging of the Company’s future oil 



Contractual Obligations Less than  More than

leased asset and associated liabilities of future rent payments are not included on the Company’s 
balance sheets.



the Company’s asset retirement obligations.

accepted in the United States requires management to make estimates, judgments and 

the Company.

consultants and historical experience in similar matters. Actual results could differ from the 

accrual is particularly subject to estimate inaccuracies due to the Company’s status as a non-

Oil, NGL and Natural Gas Reserves



Successful Efforts Method of Accounting

including geological and geophysical costs, non-producing lease impairment, rentals and 

operating results than the full cost method.

Derivative Contracts



Impairment of Assets

lead to additional impairment that may be material to the Company. Should product price 

commodity price outlooks, remaining lease terms and potential shifts in business strategy 

impairment loss recognized is determined by amortizing the portion of these properties’ costs, 

Oil, NGL and Natural Gas Sales Revenue Accrual

utilizes past production receipts and estimated sales price information to estimate its accrual of 



Income Taxes

calculations, including the determination of the Company’s percentage depletion deduction, if 

likely than not to be utilized before their expiration dates. Criteria such as expiration dates, future 

accruals are adequate, differences may occur in the future depending on the resolution of 

to management.

ITEM 7A   QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT 
       MARKET RISK

Market Risk 



Commodity Price Risk

Financial Market Risk

Operating income could also be impacted, to a lesser extent, by changes in the market 



ITEM 8     FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

50

    Financial Reporting 51

52

53

55

    and 2014

57



Management’s Annual Report on Internal Control Over Financial Reporting

Management of the Company is responsible for establishing and maintaining adequate 

accepted accounting principles, and includes those policies and procedures that:

principles in the United States, and that receipts and expenditures of the Company are 

the Company; and

periods are subject to the risk that controls may become inadequate because of changes in 

to reduce, though not eliminate, this risk.

management used the criteria set forth in Internal Control – Integrated Framework (as updated 



our audit. 

maintained in all material respects. Our audit included obtaining an understanding of internal 

subject to the risk that controls may become inadequate because of changes in conditions, or that 

Oklahoma City, Oklahoma



opinion thereon. 

Oklahoma City, Oklahoma



September 30,
2016 2015

Assets
Current Assets:

accounting:

Less accumulated depreciation, depletion and 

See accompanying notes.



See accompanying notes.

September 30,
2016 2015

Current Liabilities:

Stockholders’ equity:



See accompanying notes.

Year ended September 30,
2016 2015 2014

Costs and expenses: 

Statements of Operations



See accompanying notes.

Common shares to be issued to

Common shares to be issued to

Common shares to be issued to



Year ended September 30,
2016 2015 2014

Operating Activities

liabilities:

Year ended September 30,
2016 2015 2014

Operating Activities

liabilities:



See accompanying notes.

Year ended September 30,
2016 2015 2014

Investing Activities

Financing Activities

Supplemental Disclosures of Cash Flow
Information

Supplemental schedule of noncash investing and 



Nature of Business

time to time, the Company sells certain non-material, non-core or small-interest oil and natural 
gas properties in the normal course of business.

Use of Estimates

accepted in the United States requires management to make estimates and assumptions that 

Actual results could differ from those estimates.

Of these estimates and assumptions, management considers the estimation of crude oil, 



utilizes past production receipts and estimated sales price information to estimate its accrual of 

estimated accrual has been materially accurate.

Oil, NGL and Natural Gas Sales and Natural Gas Imbalances

and transportation of natural gas are included in lease operating expenses.

gas imbalances.

Accounts Receivable and Concentration of Credit Risk



Oil and Natural Gas Producing Activities

commodity price outlooks, remaining lease terms and potential shifts in business strategy 

impairment loss recognized is determined by amortizing the portion of these properties’ costs, 

It is common business practice in the petroleum industry to prepay drilling costs before 

Leasing of Mineral Rights

retained royalty interest. A royalty interest does not bear any portion of the cost of drilling, 

Company sometimes leases only a portion of its mineral acres in a tract and retains the right to 

the lease bonuses and rentals line item on the Company’s Statements of Operations.



Derivatives

Oil costless collars



choice to offset or not, but that choice must be applied consistently. A master netting 

Oil costless collars



Commodity Contracts Commodity Contracts

Current Current Current
Current Assets Liabilities Assets Liabilities Current Assets

Gross amounts 

Fair Value Measurements



counterparties for reasonableness. 





Depreciation, Depletion, Amortization and Impairment

properties are generally computed using the unit-of-production method primarily on an 

minerals are being amortized on an aggregate basis.



additional impairment in future periods that may be material to the Company. Should product 

Capitalized Interest

production method.

Investments

equity method of accounting. 

Asset Retirement Obligations

liability is initially recorded, this cost is capitalized by increasing the carrying amount of the 

the asset retirement obligations. 

relating to the Company’s asset retirement obligations:

Environmental Costs



it is probable that a loss has been incurred and the amount of that loss is reasonably estimable. 

Earnings (Loss) Per Share of Common Stock

compensation shares during the period.

Share-based Compensation

directors’ fees as earned and unissued stock is recorded to each director’s account based on 

termination or death of the director or upon a change in control of the Company, the shares 

Income Taxes

calculations, including the determination of the Company’s percentage depletion deduction. 



authority. Recognized tax positions are initially and subsequently measured as the largest amount 

period, the Company is no longer subject to U.S. federal, state, and local income tax 

New Accounting Standards

Revenue from 
Contracts with Customers

liability be presented in the balance sheet as a direct deduction from the carrying amount of that 



Financial
Instruments – Overall (Subtopic 825-10): Recognition and Measurement of Financial Assets and 
Financial Liabilities. 

Leases (Topic 842)

Compensation - Stock Compensation (Topic 718): Improvements to Employee Share-Based 
Payment Accounting.



Current:

operating lease expiring in April 2020. Future minimum rental payments under the terms of the 



Financial basis in excess of tax basis, principally intangible

September 30: 

utilized before they expire. 



share:

and place certain limits on the Company’s incurrence of indebtedness, liens, payment of 

accounted for using the cost method. On September 30 each year, treasury shares contributed to 



Contributions to the plan consisted of:

shares of Company Common Stock rather than cash for all or a portion of the annual retainers, 

Statement of Operations. 



issued out of shares held in treasury.

and non-performance based restricted stock. 





and 2014.

Aggregate Capitalized Costs

Costs Incurred



Shale acquisition. 

Estimated Quantities of Proved Oil, NGL and Natural Gas Reserves



of basic data and production history.

Engineers to ensure the integrity, accuracy and timeliness of data furnished to them for their 

to the limit of the production licenses as appropriate.



Accordingly, these estimates should be expected to change, and such changes could be 

  their projected economic limits much earlier than projected in 2015.



attributable to: 

producing in early 2017.



all eight are projected to begin producing in early 2017.

Standardized Measure of Discounted Future Net Cash Flows

Accounting Standards prescribe guidelines for computing a standardized measure of 

economic conditions applied for such year.



Standardized measure of discounted future net

Changes resulting from:

Estimated future income taxes are computed using current statutory income tax rates 



Quarter Ended

Fiscal 2015
Quarter Ended



ITEM 9     CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON 
ACCOUNTING AND FINANCIAL DISCLOSURE

ITEM 9A   CONTROLS AND PROCEDURES

and that such information is collected and communicated to management, including the 

on the Internal Control – Integrated Framework issued by the Committee of Sponsoring 

ITEM 9B    OTHER INFORMATION



PART III



PART IV

ITEM 15 EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON 
FORM 8-K

not exist or because the required information appears in the Company’s Financial Statements, 
including the notes to those statements.

Consultants

Oxley Act of 2002

Oxley Act of 2002

Oxley Act of 2002



Oxley Act of 2002

Consultants

*   Indicates management contract or compensatory plan or arrangement 

SIGNATURES

registrant caused this Report to be signed on its behalf by the undersigned, thereunto duly 
authorized.

/s/ Michael C. Coffman
Michael C. Coffman



dates indicated.

Lee M. Canaan

Robert O. Lorenz

Robert A. Reece

Robert E. Robotti





5400 N. Grand Blvd., Suite 300

Oklahoma City, Oklahoma  73112

Phone: 405.948.1560

Fax: 405.948.1063

www.panhandleoilandgas.com
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