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Dear Fellow Shareholders:
2018 was a transformative year that repositioned Montage Resources for financial success in 
2019 and beyond. Early in 2018, the company initiated a process to evaluate opportunities to 
maximize shareholder value with the outcome resulting in a strategic business combination 
of Eclipse Resources and its offsetting pure-play Marcellus-Utica peer, Blue Ridge Mountain 
Resources. The strategic combination meaningfully improved the corporate scale of the 
company from both a production and cash flow perspective, increased the Company’s 
attractive drilling inventory, upgraded the balance sheet, enhanced corporate liquidity, and 
balanced corporate midstream and downstream commitments to allow development flexibility 

and improved commodity pricing netbacks. I would like to thank the teams from both Eclipse Resources and Blue Ridge 
Mountain Resources for their professional and diligent efforts in consummating this transformational merger transaction 
while remaining highly focused on delivering operational excellence in 2018. Through outstanding cooperation during the 
transition period and closing process, Montage Resources was able to align corporate and development goals to realize 
accelerated merger integration benefits that allowed the Company to formulate an optimized 2019 capital plan.

As we set the course for 2019 with the new management team assuming control of the pro forma Company, a strategy 
shift has been initiated that is aimed at enhancing the focus on corporate, operational, and financial efficiencies in order to 
demonstrate meaningful progress toward free cash flow generation while growing the company in a disciplined manner. 
Montage Resources has set in motion its “Focus Five” plan that consists of the following core principles: cash flow and returns, 
cost structure improvement and integration, financial and operational flexibility, portfolio optimization, and enhancing scale 
with disciplined growth. I believe these principles will help differentiate the Company among its peers in unlocking corporate 
value throughout 2019 and into the future.

Underpinning these key objectives is a deliberate shift in our development approach that is enabled by our deep, high-
quality inventory that provides attractive rates of return. The development plan being executed in 2019 is aimed towards 
maximizing cash flow and arresting outspend, creating and maintaining an attractive balance sheet, optimizing operational 
and strategic flexibility, and focuses on a de-risked operational plan in highly delineated condensate and dry gas areas. In 
conjunction with the closing, the Company finalized its new credit facility that resulted in a borrowing base of $375 million, 
which is an increase of $150 million and, when coupled with the cash flow from operations, will provide ample liquidity to 
internally fund our planned operations for the foreseeable future.

For the full year 2018, our average daily production was approximately 343 million cubic feet equivalent per day while our 
total pre-hedge revenues grew to approximately $515 million, a 34% increase over the previous year and a Company record. 
On the expense side, our per unit cash production costs, including firm transportation costs were $1.41 per million cubic 
feet equivalent while our cash general and administrative costs dropped to $0.29 per million cubic feet equivalent, a 6% 
reduction from the previous year. As the Company continues its integration throughout 2019, we anticipate a further 35% 
drop in cash general and administrative costs, on a per unit basis, as these corporate synergies are applied.
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In our Flat Castle project in Pennsylvania, the Company continues to monitor the Painter 2H well and I am pleased with 
the strong production results that have been achieved to-date which truly highlight the potential for this area. The well’s 
production has continued at target rate that is aligning with the high end of our publicly stated EUR range of 2.2 Bcf per 1,000 
feet of lateral. We continue to monitor this well’s performance closely in order to refine the long-term potential for this area 
while also assessing strategic options for the Flat Castle prospect in order to accelerate value for this high quality acreage.

The Marcellus area in Southeast Ohio is complemented through the additional acreage provided by the merger and expands 
into West Virginia. The Marcellus development area is condensate rich and we remain excited as it becomes a more prevalent 
part of our drilling program in 2019. We can now co-develop both the Utica and Marcellus on the same pad, further lowering 
our cost structure and improving operational efficiencies. In addition, with approximately 150 Marcellus locations, based 
upon our current type curve assumptions, we continue to see this as an area that warrants substantial capital allocation and 
will enhance the value of the company by delivering highly economic, liquids rich production.

The Company also made the strategic decision during 2018 to re-order the drill schedule and continue to focus on the 
liquids portion of our acreage. This decision has allowed us to take advantage of the improvement in the oil macro price 
environment, while additionally allowing us to achieve more commodity product diversification. For the full year 2019 we 
plan to turn approximately, 11-13 gross (10.5-12.4 net) Utica condensate wells to sales and approximately 10-12 gross (9.6-
11.6 net) Marcellus wells to sales. Optionality to liquids exposure is something we want to continue to focus on and is one of 
the key aspects of our Company. Given that approximately 50% of our acreage is in the liquids-rich areas of the Utica and 
Marcellus and produces a significant amount of condensate, we remain highly advantaged vs our Appalachian peers, with 
current single well rates of return that are competitive with some of the best plays in the country. 

The industry is clearly faced with a new set of financial expectations and as we move through 2019 we will execute on the 
plan we have created that mirrors our “Focus Five” strategic priorities and reinforces our commitment towards disciplined 
growth and progressing organic free cash flow generation. Decreasing our cycle times while continuing to build scale will 
allow the Company to enhance its operating margins, lower its cost of capital, be well positioned in terms of base production 
and significantly improve its cost structure. We are looking forward to the continued integration of the teams and the potential 
opportunities this business model can provide.

I am pleased with the many successes we have had in 2018 and proud of the team we have assembled here at Montage 
Resources. I appreciate the vision, dedication and operational execution experience that they provide as we focus on 
maximizing shareholder value via the exceptional assets and strong financial positioning of the Company. I would also like 
to thank the Board of Directors for the guidance they have provided with the execution of the strategic transaction over the 
past year. They bring a wealth of expertise that is unrivaled and continue to show their constant encouragement for what we 
are building here at Montage Resources. 

Thank you again for investing in Montage Resources and for your ongoing support.
 

Respectfully,

John K. Reinhart
President and Chief Executive Officer
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PART I

Items 1 and 2. Business and Properties

Our Company

Our Properties

Utica Shale

Indian Castle/Flat Creek Shales

Marcellus Shale



Activity

  Operated Gross Wells   Non-Operated Gross Wells  

Type Curve Area(1)  
Producing
to Sales(2)   

Awaiting
Turn to

Sales   

Awaiting
Completion/
Completing   Drilling   

Producing
to Sales   

Awaiting
Turn to

Sales   

Awaiting
Completion/
Completing   Drilling  

Total   133  —  12  4  107  —  —  —  

 Operated Net Wells   Non-Operated Net Wells  

Type Curve Area(1)  
Producing
to Sales(2)   

Awaiting
Turn to

Sales   

Awaiting
Completion/
Completing   Drilling   

Producing
to Sales   

Awaiting
Turn to

Sales   

Awaiting
Completion/
Completing   Drilling  

Total   108.9  —  6.5  3.4  17.3  —  —  —  

 Estimated Total Proved Reserves  

  
Natural Gas

(Bcf)   
Oil

(MMBbls)   
NGLs

(MMBbls)   
Total
(Bcfe)   

Total
(MMBoe)   

%
Liquids   

%
Developed  



Net Undeveloped Locations

 As of December 31, 2018  

  
Approximate Net

Acreage   
Net Producing

Locations   
Net Undeveloped

Locations(1)  
 
 
 
 
 

Total  

Determination of Drilling Locations

•

•

•

•

•



Midstream Agreements

Term  
Natural Gas

(Mcf/d)  

Firm Sales & Transportation  Start Date  Term  Volume (Dth/d)   Market



Year Ended December 31,  

Volume of
Natural Gas
(MMBtu/d)  

Term  
Natural Gas

(Mcf/d)   Term  
Oil

(Bbl/d)   Term  
Water
(Bbl/d)  



Recent Developments

BRMR Merger 

Reverse Stock Split 

Name Change

Amendment to the Revolving Credit Facility



2019 Capital Budget

Oil and Natural Gas Data

Proved Reserves

Evaluation and Review of Proved Reserves.

•

•

•

•

•



Estimation of Proved Reserves. 



Summary of Natural Gas, NGLs and Oil Reserves. 

 2018   2017   2016  
Proved Developed Reserves:

Proved Undeveloped Reserves:

Proved Reserves:



Proved Reserves Additions and Revisions

 
Natural Gas

(Bcf)   
NGLs

(MBbls)   
Oil

(MBbls)   
Total
(Bcfe)  

Proved Reserves:
December 31, 2015  274.1  7,758.7  4,693.1  348.8 

December 31, 2016  386.4  8,675.5  5,157.7  469.4 

December 31, 2017  1,090.1  41,930.6  19,480.8  1,458.6 

December 31,  2018  1,531.2  34,730.9  20,852.1  1,864.7  

Future Net Cash Flows.



 Year Ended December 31,  
(In thousands)  2018   2017   2016  

Proved Undeveloped Reserves (PUDs)

Balance, December 31, 2015   70.3 

Balance, December 31, 2016   171.6 

Balance, December 31, 2017   1,002.6 

Balance, December 31, 2018   1,194.1  



Production and Price History

 Year Ended December 31,  
  2018   2017   2016  

Total production volumes(1):

Average daily production volumes(1):

Average Realized Price (including cash settled
   derivatives and firm transportation):

Expenses (per Mcfe):



Developed and Undeveloped Acreage

 Developed Acreage   Undeveloped Acreage   Total Acreage  

Area  Gross   Net(1)   Gross   Net(1)   Gross   Net(1)  

Year Ending December 31,  Gross Acres   Net Acres  



Drilling Results

 2018   2017   2016  
  Gross   Net   Gross   Net   Gross   Net  

Development Wells:

Exploratory Wells:

Total:

Operations

General

Major Customers

Title to Properties

•

•



•

•

•

•

•

Seasonality

Competition

Emerging Growth Company Status

•

•

•

•



•

•

•

•

Regulation of the Oil and Natural Gas Industry

Regulation of Production of Natural Gas and Oil



Regulation of Transportation and Sales of Natural Gas



Regulation of Environmental and Occupational Safety and Health Matters

General



The Safe Drinking Water Act and the Underground Injection Control Program



Hazardous Substances and Wastes

Waste Discharges



Air Emissions

Oil Pollution Act

National Environmental Policy Act

Endangered Species Act and Migratory Bird Treaty Act



Worker Safety

Employees

Corporate Information

www.montageresources.com

www.sec.gov



Item 1A. RISK FACTORS

Our business involves a high degree of risk. If any of the following risks, or any risk described elsewhere in 
this Annual Report, actually occur, our business, financial condition or results of operations could suffer. Additional 
risks not presently known to us or which we currently consider immaterial also may adversely affect our company.

Risks Related to Our Business

Natural gas, NGLs and oil prices have been volatile and have declined from recent historical highs. If 
commodity prices remain depressed for a lengthy period of time or experience a further substantial or extended 
decline, our business, financial condition or results of operations and our ability to meet our capital expenditure 
obligations and financial commitments may be adversely affected.

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•



Commodity prices have declined substantially from historic highs and may remain depressed for the 
foreseeable future. If commodity prices continue to remain depressed, we may be required to write down the 
value of our oil and natural gas properties, some of our undeveloped locations may no longer be economically 
viable and the value of our estimated proved reserves could be reduced materially.

If commodity prices decrease to a level such that our future undiscounted cash flows from our properties 
are less than their carrying value for a significant period of time, we will be required to take write-downs of the 
carrying values of our properties.



If commodity prices do not improve or worsen or if we are unable to increase our liquidity, we could 
experience ratings downgrades.

The integration of BRMR into the Company may not be as successful as anticipated. 

•

•

•

•

•

•

•

•

The combined company’s results may suffer if it does not effectively manage its expanded operations 
following the BRMR Merger. 



The combined company may fail to realize all of the anticipated benefits of the BRMR Merger. 

 

 

Our development and exploration projects require substantial capital expenditures. We may be unable to 
obtain required capital or financing on satisfactory terms, or at all, which could lead to a decline in our oil and 
natural gas reserves.

•

•

•

•

•

•

•



Changes in laws or government regulations regarding hydraulic fracturing could increase our costs of 
doing business, limit the areas in which we can operate and reduce our oil and natural gas production, which 
could adversely impact our business.

Properties that we decide to drill may not yield natural gas, NGLs or oil in commercially viable quantities.

•

•



•

•

•

•

•

Hydrocarbon windows, phases or type curve areas have an inherent degree of variability and may change 
over time, and as a result, the available well data with respect to such windows, phases and type curve areas may 
not be indicative of the actual hydrocarbon composition for the windows, phases or type curve areas.

We have been an early entrant into the Utica Core Area, which is an emerging play, and have also been an 
early entrant into the portion of the Marcellus Shale underlying our Marcellus Area. As a result, our expected 
well results in these areas are uncertain, and the value of our undeveloped acreage will decline if well results are 
unsuccessful.

Part of our strategy involves using some of the latest available horizontal drilling and completion 
techniques, which involve risks and uncertainties in their application.

•

•

•

•

•



•

•

•

Drilling for and producing natural gas, NGLs and oil are high-risk activities with many uncertainties that 
could result in a total loss of investment or otherwise adversely affect our business, financial condition and 
results of operations.

•

•

•

•

•

•

•

•

•

•

•

•

•

•



We have incurred losses from operations in a significant number of years since our inception and may do 
so in the future.

We may not be able to generate sufficient cash to service all of our indebtedness, including our senior 
unsecured notes, and may be forced to take other actions to satisfy our obligations under our indebtedness, which 
may not be successful.



Our producing properties are concentrated in the Appalachian Basin, which makes us vulnerable to risks 
associated with operating in one major geographic area.

We own non-operating interests in properties developed and operated by third parties, and as a result, we 
are unable to control the operation and profitability of such properties.



Our existing providers of gas gathering, processing and fractionation capacity may not be able to provide to 
us sufficient capacity for our production from the Utica Core Area, and as a result, we may be required to find 
alternative markets and gathering, processing or fractionation arrangements for our production from the Utica 
Core Area, which alternative arrangements may not be available on favorable terms, or at all.

We currently do not have agreements with providers of gas gathering, processing or fractionation capacity 
with respect to our production from our Marcellus Area, and we may not be able to enter into such agreements 
on favorable terms, or at all.

Insufficient processing or takeaway capacity in the Appalachian Basin could cause significant fluctuations 
in our realized natural gas, NGLs and oil prices.



We currently are and in the future expect to be party to contracts with third parties that include contractual 
minimums.

Restrictions in our existing and future debt agreements could limit our growth and our ability to engage in 
certain activities.

•

•

•

•

•

•

•

•

•



Any significant reduction in our borrowing base or reduction of lender commitments under our revolving 
credit facility, as a result of the periodic borrowing base redeterminations or otherwise, may negatively impact 
our ability to fund our capital expenditure plan.

We may be unable to make attractive acquisitions or successfully integrate acquired businesses, and any 
inability to do so may disrupt our business and hinder our ability to grow.



We may be subject to risks in connection with acquisitions of properties.

•

•

•

•

Reserve estimates depend on many assumptions that may turn out to be inaccurate. Any material 
inaccuracies in reserve estimates or underlying assumptions will materially affect the quantities and present 
value of our reserves.



Our net identified drilling locations are scheduled out over many years, making them susceptible to 
uncertainties that could materially alter the occurrence or timing of their drilling. In addition, we may not be able 
to raise the capital that we expect to be necessary to drill our identified drilling locations.

We have acreage that we must commence operations upon before lease expiration in order to hold the 
acreage by production. If we fail to drill sufficient wells to hold acreage we incur substantial lease renewal costs, 
or if renewal is not feasible, lose our lease and prospective drilling opportunities.



The standardized measure of discounted future net cash flows from our proved reserves will not be the 
same as the current market value of our estimated oil and natural gas reserves.

•

•

•

•

•

We may incur losses as a result of title defects in the properties in which we invest.

The development of our estimated proved undeveloped reserves may take longer and may require higher 
levels of capital expenditures than we currently anticipate. Therefore, our estimated proved undeveloped reserves 
may not be ultimately developed or produced.



Unless we replace our reserves with new reserves and develop those reserves, our reserves and production 
will decline, which would adversely affect our future cash flows and results of operations.

Conservation measures and technological advances could reduce demand for natural gas, NGLs and oil.

Our derivative activities could result in financial losses or could reduce our earnings.

•

•

•

•



The inability of our significant customers to meet their obligations to us may adversely affect our financial 
results.

Our operating history is limited and as a result there is only limited historical financial and operating 
information available upon which to base an evaluation of our performance. Moreover, the historical financial 
and operating information included in this Annual Report may not be indicative of our future financial 
performance.

Our operations are subject to governmental laws and regulations, which may expose us to significant costs 
and liabilities that could exceed current expectations.



Recent decisions by the Ohio Supreme Court interpreting the Ohio Dormant Mineral Act relating to 
preservation of mineral rights by surface owners could complicate title review, delay drilling activities and 
increase leasehold expenses with respect to some of our leasehold acreage in Ohio.

Our operations may be exposed to significant delays, costs and liabilities as a result of environmental, 
health and safety requirements applicable to our business activities.

Oil and natural gas producers’ operations, especially those using hydraulic fracturing, are substantially 
dependent on the availability of water and water disposal options. Restrictions on the ability to obtain water or 
dispose of wastewater may impact our operations.



We are subject to risks associated with climate change.

We may incur substantial losses and be subject to substantial liability claims as a result of our operations. 
Additionally, we may not be insured for, or our insurance may be inadequate to protect us against, these risks.

•

•

•

•

•

•

•



•

•

•

•

•

•

Market conditions or operational impediments may hinder our access to natural gas, NGLs or oil markets 
or delay our production.

The unavailability or high cost of additional drilling rigs, equipment, supplies, personnel and oilfield 
services could adversely affect our ability to execute our exploration and development plans within our budget 
and on a timely basis.



Competition in the oil and natural gas industry is intense, making it more difficult for us to acquire 
properties, market natural gas, NGLs and oil and secure trained personnel.

The past success of our senior management with developing public and private natural gas and oil 
enterprises, and the expertise of our senior management in the acquisition, exploration and development of 
unconventional natural gas and oil properties does not guarantee our success or profitability.

The loss of senior management or technical personnel could adversely affect operations.

Seasonal weather conditions and regulations intended to protect certain species of wildlife may adversely 
affect our ability to conduct drilling activities in the areas where we operate.



Acts of terrorism (including eco-terrorism) could have a material adverse effect on our financial condition, 
results of operations and cash flows.

Increases in interest rates could adversely affect our business.

The enactment of derivatives legislation, and the promulgation of regulations pursuant thereto, could 
adversely affect our ability to use derivative instruments to hedge risks associated with our business.



Proposed changes to U.S. and state tax laws, if adopted, could have an adverse effect on our business, 
financial condition, results of operations and cash flows.

Changes to state tax laws in response to recently enacted U.S. federal tax legislation or to impose new or 
increased taxes or fees on natural gas and oil extraction may result in an increase in the state taxes we pay.



Future regulations relating to and interpretations of recently enacted U.S. federal income tax legislation 
may vary from our current interpretation of such legislation.

Our ability to use our net operating loss and credit carryforwards to offset future taxable income may be 
subject to certain limitations. 

Risks Related to Our Common Stock

The price of our common stock has historically been volatile, and this volatility may affect the price at 
which you could sell your common stock.



•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

The EnCap Funds hold a significant amount of our common stock.



Conflicts of interest could arise in the future between us, on the one hand, and EnCap and its affiliates, 
including its portfolio companies, on the other hand, concerning, among other things, acquisitions and 
divestitures, potential competitive business activities or business opportunities.

The requirements of being a public company, including compliance with the reporting requirements of the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and the requirements of the Sarbanes—
Oxley Act of 2002 (the “Sarbanes—Oxley Act”), may strain our resources, increase our costs and distract 
management.

If we fail to establish and maintain effective internal control over financial reporting, our ability to 
accurately report our financial results could be adversely affected.



Future sales of our common stock could reduce our stock price, and any additional capital raised by us 
through the sale of equity or convertible securities may dilute our stockholders’ ownership in us.

Our second amended and restated certificate of incorporation and second amended and restated bylaws, as 
well as Delaware law, contain provisions that could discourage acquisition bids or merger proposals, which may 
adversely affect the market price of our common stock.

•

•

•

•

Our second amended and restated certificate of incorporation designates the Court of Chancery of the State 
of Delaware as the sole and exclusive forum for certain types of actions and proceedings that may be initiated by 
our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes 
with us or our directors, officers or other employees.



We do not intend to pay cash dividends on our common stock, and the credit agreement governing our 
revolving credit facility and the indenture governing our senior unsecured notes place certain restrictions on our 
ability to do so. Consequently, your only opportunity to achieve a return on your investment is if the price of our 
common stock appreciates.

For as long as we are an emerging growth company, we will not be required to comply with certain 
reporting requirements, including those relating to accounting standards and disclosure about our executive 
compensation, that apply to other public companies.

We may issue preferred stock whose terms could adversely affect the voting power or value of our common 
stock.



If securities or industry analysts do not publish research or reports about our business, if they adversely 
change their recommendations regarding our common stock or if our operating results do not meet their 
expectations, our stock price could decline.

Item 1B. Unresolved Staff Comments

Item 3. Legal Proceedings

Item 4. Mine Safety Disclosures



PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities.

Common Stock

Dividend Policy

Stock Performance Graph

Item 6. Selected Financial Data

Montage Resources S&P 500 Index
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Statement of Operations data: (in thousands)  Year Ended December 31,  
  2018   2017   2016   2015   2014  

REVENUES

OPERATING EXPENSES

OPERATING INCOME (LOSS)  93,986  12,669  (117,402)  (979,586)  (79,253)
OTHER INCOME (EXPENSE)

INCOME (LOSS) BEFORE INCOME TAXES  18,826  8,525  (206,189)  (1,035,957)  (106,456)
INCOME TAX BENEFIT (EXPENSE)
NET INCOME (LOSS) $ 18,826 $ 8,525 $ (206,735) $ (961,791) $ (179,975)
NET INCOME (LOSS) PER COMMON
   SHARE                     

 
 

Statement of Cash Flow data:

Balance Sheet data:

Other financial data:



Non-GAAP Financial Measure

•

•

•

 Year Ended December 31,  
  2018   2017   2016   2015   2014  

Adjusted EBITDAX $ 261,597 $ 189,138 $ 102,071 $ 120,976 $ 67,347  



Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in 
conjunction with our consolidated financial statements and related notes appearing elsewhere in this Annual 
Report. The following discussion contains “forward-looking statements” that reflect our future plans, estimates, 
beliefs and expected performance. We caution that assumptions, expectations, projections, intentions, or beliefs 
about future events may, and often do, vary from actual results and the differences can be material. Some of the key 
factors which could cause actual results to vary from our expectations include changes in natural gas, NGLs and oil 
prices, the timing of planned capital expenditures, availability of acquisitions, uncertainties in estimating proved 
reserves and forecasting production results, operational factors affecting the commencement or maintenance of 
producing wells, the condition of the capital markets generally, as well as our ability to access them, and 
uncertainties regarding environmental regulations or litigation and other legal or regulatory developments affecting 
our business, as well as those factors discussed below and elsewhere in this Annual Report, all of which are difficult 
to predict. In light of these risks, uncertainties and assumptions, the forward-looking events discussed may not 
occur. See “Cautionary Statement Regarding Forward-Looking Statements.” Also, see the risk factors and other 
cautionary statements described in “Item 1A. Risk Factors” of this Annual Report. We do not undertake any 
obligation to publicly update any forward-looking statements except as otherwise required by applicable law.

Overview of Our Business

•

•

•

•

Factors That Significantly Affect Our Financial Condition and Results of Operations



•

•

•

•

•

•

•

Factors That Significantly Affect Comparability of Our Financial Condition and Results of Operations

Financing Arrangements

Drilling Joint Venture



Flat Castle Acquisition

Source of Our Revenues

Principal Components of Our Cost Structure

• Lease operating.

• Transportation, gathering and compression.

• Production and ad valorem taxes.

• Brokered natural gas and marketing.

• Depreciation, depletion and amortization.

• Exploration.

• General and administrative.



• Impairment of oil and gas properties.

• Accretion expense.

• Gain (loss) on derivative instruments.

• Interest expense.

How We Evaluate Our Operations



Overview of the Year Ended December 31, 2018 Results

•

•

•

•

Market Conditions

 Year Ended December 31,  
  2018   2017   2016  



 Oil   Natural Gas   
Estimated Proved 

Reserves (Bcfe)   
Standardized Measure of 

Discounted Future
Net Cash Flows (PV-10)  

Commodity Pricing - SEC  
Reserves Sensitivity:  

 
 

Results of Operations

Year Ended December 31, 2018 Compared to Year Ended December 31, 2017

Natural Gas, NGLs and Oil Sales, Production and Realized Price Calculations

Year Ended
December 31,  

2018   2017  Change  
Revenues (in thousands)

 

Year Ended
December 31,  

2018   2017  Change  
Production:

 
 

Average daily production volume:



Year Ended
December 31,  

2018   2017  Change  
Average realized price (excluding cash settled
   derivatives and firm transportation)

Average realized price (including cash settled
   derivatives, excluding firm transportation)

Average realized price (including firm
   transportation, excluding cash settled
   derivatives)

Average realized price (including cash settled
   derivatives and firm transportation)

Brokered natural gas and marketing revenue



Costs and Expenses

Year Ended
December 31,  

2018   2017  Change  
Operating expenses (in thousands)

Operating expenses per Mcfe:

Lease operating

Transportation, gathering and compression

 
Year Ended

December 31,      
  2018   2017   Change  

Transportation, gathering and compression (in thousands):

Transportation, gathering and compression per Mcfe:             

  



Production and ad valorem taxes

Depreciation, depletion and amortization

General and administrative

Other Operating Expenses

 
Year Ended

December 31,      
  2018   2017   Change  

Other operating expenses (in thousands):

Brokered natural gas and marketing



Exploration

 
Year Ended

December 31,      
  2018   2017   Change  

Exploration expenses (in thousands):

Delay rentals

Impairment of unproved properties

Rig termination and standby

Accretion of asset retirement obligations

(Gain) loss on sale of assets

Other Income (Expense)

Gain (loss) on derivative instruments

Interest expense, net

Income tax benefit (expense)



Year Ended December 31, 2017 Compared to Year Ended December 31, 2016

Natural Gas, NGLs and Oil Sales, Production and Realized Price Calculations

 
Year Ended

December 31,      
  2017   2016   Change  

Revenues (in thousands):  

 
Year Ended

December 31,      
  2017   2016   Change  

Production:

Average daily production volume:



  
Year Ended

December 31,      
  2017   2016   Change  

Average realized price (excluding cash settled
   derivatives and firm transportation)

Average realized price (including cash settled
   derivatives, excluding firm transportation)

Average realized price (including firm
   transportation, excluding cash settled
   derivatives)

Average realized price (including cash settled
   derivatives and firm transportation)

Brokered natural gas and marketing revenue



Costs and Expenses

 
Year Ended

December 31,      
  2017   2016   Change  

Operating expenses (in thousands):

Operating expenses per Mcfe:

Lease operating 

Transportation, gathering and compression 

 
Year Ended

December 31,      
  2017   2016   Change  

Transportation, gathering and compression
   (in thousands):

Transportation, gathering and compression per
   Mcfe:             

 
 
 
 
 

  



Production and ad valorem taxes

Depreciation, depletion and amortization

General and administrative

Other Operating Expenses

 
Year Ended

December 31,      
  2017   2016   Change  

Other operating expenses (in thousands):

Brokered natural gas and marketing



Exploration

 
Year Ended

December 31,      
  2017   2016   Change  

Exploration expenses (in thousands):  

Delay rentals 

Impairment of unproved properties

Rig termination and standby

Impairment of proved oil and natural gas properties

Accretion of asset retirement obligations

(Gain) loss on sale of assets

Other Income (Expense)

Gain (loss) on derivative instruments

Interest expense, net



Gain (loss) on early extinguishment of debt

Income tax benefit (expense)

Income Tax

Cash Flows, Capital Resources and Liquidity

Cash Flows

Year Ended December 31, 2018 Compared to the Year Ended December 31, 2017

Net cash provided by operations

Net cash used in investing activities

•

•

•



•

•

•

Net cash provided by (used in) financing activities

•

•

•

•

Year Ended December 31, 2017 Compared to the Year Ended December 31, 2016

Net cash provided by operations

Net cash used in investing activities

•

•

•

•

•

•

Net cash provided by (used in) financing activities

•



•

•

•

Liquidity and Capital Resources

Credit Arrangements

Debt

Commodity Hedging Activities



Natural Gas Derivatives

Description  
Volume

(MMBtu/d)   Production Period  
Weighted Average
Price ($/MMBtu)  

Natural Gas Swaps:

Natural Gas Collars:

Natural Gas Three-way Collars:

Natural Gas Call/Put Options:

Basis Swaps:



Oil Derivatives

Description  
Volume
(Bbls/d)   Production Period  

Weighted Average
Price ($/Bbl)  

Oil Swaps:  

Oil Three-way Collars:  



Natural Gas:

Description  
Volume

(MMbtu/d)   Production Period  
Weighted Average
Price ($/MMbtu)  

Natural Gas Swaps:

Natural Gas Collars:

Natural Gas Three-way Collars:

Natural Gas Call/Put Options:

Basis Swaps:

Oil:

Description  
Volume
(Bbls/d)   

Production
Period  

Weighted Average
Price ($/Bbl)  

Oil Swaps:
 

Oil Collars:



NGL:

Description  
Volume
(Gal/d)   Production Period  

Weighted Average
Price ($/Gal)  

Propane Swaps:
 

Capital Requirements

Capitalization

December 31, 
2018   

December 31, 
2017  

Cash Contractual Obligations



 2019   2020   2021   2022   2023   Thereafter   Total  

Debt

Other

Interest Rates

Debt



Off-Balance Sheet Arrangements

Inflation and Changes in Prices

Critical Accounting Estimates

Natural Gas and Oil Properties





Supplemental Oil and Gas Information



Acquisitions

Asset Retirement Obligations

Revenue Recognition

Summary of Significant Accounting 
Policies

Recent Accounting Pronouncements

Summary of Significant 
Accounting Policies

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Commodity Price Risk



 Fair Value   
Hypothetical 10%

Increase in
Commodity Price   

Hypothetical 10%
Decrease in

Commodity Price  

Interest Rate Risk

Counterparty and Customer Credit Risk



Item 8. Financial Statements and Supplementary Data

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Changes in Internal Controls



Management’s Annual Report on Internal Control Over Financial Reporting

Internal Control-Integrated Framework

Item 9B. Other Information



PART III

Item 10. Directors, Executive Officers and Corporate Governance

Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters

Item 13. Certain Relationships and Related Transactions, and Director Independence

Item 14. Principal Accounting Fees and Services



PART IV

Item 15. Exhibits, Financial Statement Schedules



EXHIBIT INDEX

Exhibit No. Description



Exhibit No. Description



Exhibit No. Description



Exhibit No. Description

Item 16. Form 10-K Summary
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM



MONTAGE RESOURCES CORPORATION
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

 
December 31,

2018   
December 31,

2017  
ASSETS
CURRENT ASSETS

PROPERTY AND EQUIPMENT

OTHER NONCURRENT ASSETS

TOTAL ASSETS  $ 1,433,769  $ 1,223,527 

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

NONCURRENT LIABILITIES

COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY  $ 1,433,769  $ 1,223,527  

The accompanying notes are an integral part of these consolidated financial statements.



MONTAGE RESOURCES CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)

(in thousands except per share data)

 For the Year Ended December 31,  
  2018   2017   2016  

REVENUES             

OPERATING EXPENSES  

OPERATING INCOME (LOSS)   93,986   12,669   (117,402)
OTHER INCOME (EXPENSE)  

INCOME (LOSS) BEFORE INCOME TAXES   18,826   8,525   (206,189)
INCOME TAX BENEFIT (EXPENSE)  
NET INCOME (LOSS)  $ 18,826  $ 8,525  $ (206,735)

NET INCOME (LOSS) PER COMMON SHARE
   (See Note 11)  

$ 0.94  $ 0.49  $ (12.84)
$ 0.94  $ 0.48  $ (12.84)
           

WEIGHTED AVERAGE COMMON SHARES
   OUTSTANDING (See Note 11)             

 19,999   17,479   16,096 
  20,087  17,679  16,096  

The accompanying notes are an integral part of these consolidated financial statements.



MONTAGE RESOURCES CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2018, 2017, and 2016
(in thousands, except share and per share data)

 
Number of

Shares   

Common
Stock

($0.01 Par)   
Additional

Paid-in-
Capital   

Treasury
Stock   

Accumulated
Deficit   Total  

Balances, December 31, 2015

Balances, December 31, 2016

Balances, December 31, 2017

Balances, December 31, 2018

The accompanying notes are an integral part of these consolidated financial statements.



MONTAGE RESOURCES CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

 
For the Year Ended

December 31,  
  2018   2017   2016  

CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
   INFORMATION

SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES

The accompanying notes are an integral part of these consolidated financial statements.



MONTAGE RESOURCES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2018, 2017, and 2016

Note 1—Organization and Nature of Operations

Note 2—Summary of Significant Accounting Policies

(a) Basis of Presentation

(b) Cash and Cash Equivalents

(c) Accounts Receivable

(d) Property and Equipment

Oil and Natural Gas Properties

 Depreciation, Depletion 
and Amortization



December 31, 
2018  

December 31, 
2017  

Other Property and Equipment



(e) Accounts Payable and Accrued Liabilities

 
December 31, 

2018
 
 
December 31, 

2017
 

 
December 31, 

2018
 
 
December 31, 

2017
 

(f) Revenue Recognition

Product Revenue

Natural Gas

NGLs



Oil

Marketing Revenue

Disaggregation of Revenue

For the Year Ended December 31,  
2018   2017   2016  

Revenues (in thousands)

Transaction Price Allocated to Remaining Performance Obligations

Contract Balances



(g) Major Customers

 For the Year Ended December 31,  
  2018   2017   2016  
Purchaser

  
  
  
  
  
  
  

(h) Concentration of Credit Risk

December 31, 
2018  

December 31, 
2017  



(i) Depreciation, Depletion and Amortization

Oil and Natural Gas Properties

Other Property and Equipment

(j) Impairment of Long-Lived Assets



(k) Income Taxes

(l) Fair Value of Financial Instruments

Level 1

Level 2

Level 3

(m) Derivative Financial Instruments



(n) Asset Retirement Obligation

 ,

 For the Year Ended December 31,  
  2018   2017   2016  

(o) Lease Obligations

(p) Off-Balance Sheet Arrangements

(q) Segment Reporting



(r) Debt Issuance Costs

(s) Recent Accounting Pronouncements

Recently Adopted

Acquisition

Accounting Pronouncements Not Yet Adopted



(t) Change in Estimates

(u) Correction of Immaterial Error

Considering the Effects of Prior Year Misstatements when Quantifying 
Misstatements in Current Year Financial Statements



 As of  December 31, 2016  
  As Reported   Adjustment   As Adjusted  
Balance Sheet

  
  
  
  
  
  
  
  
  

 As of  December 31, 2016  
  As Reported   Adjustment   As Adjusted  
Statement of Stockholders' Equity

  
  

 As of  December 31, 2016  
  As Reported   Adjustment   As Adjusted  
Statement of Operations

  
  
  
  
  
  

  As of  December 31, 2016  
  As Reported   Adjustment   As Adjusted  
Statement of Comprehensive Loss

  
  

 As of December 31, 2016  
  As Reported   Adjustment   As Adjusted  
Statement of Cash Flows

  
  
  



Note 3—Acquisition

Eclipse Resources-PA, LP Acquisition

Merger with Blue Ridge Mountain Resources

Earnings (Loss) Per Share

Note 4—Sale of Oil and Natural Gas Property Interests

Asset Sales



Acreage Trades

Note 5—Derivative Instruments

Commodity derivatives



Natural Gas Derivatives

Description  
Volume

(MMBtu/d)   Production Period  
Weighted Average
Price ($/MMBtu)  

Natural Gas Swaps:

Natural Gas Collars:

Natural Gas Three-way Collars:

Natural Gas Call/Put Options:

Basis Swaps:

Oil Derivatives

Description  
Volume
(Bbls/d)   Production Period  

Weighted Average
Price ($/Bbl)  

Oil Swaps:  

Oil Three-way Collars:  



Fair values and gains (losses)

As of December 31, 2018  
Gross

Amount   
Netting

Adjustments(a)   

Net Amount
Presented in

Balance Sheets   

Balance
Sheet

Location
Assets  

Total assets  

Liabilities  

Total liabilities  

As of December 31, 2017  
Gross

Amount   
Netting

Adjustments(a)   

Net Amount
Presented in

Balance Sheets   
Balance Sheet

Location
Assets  

Total assets  

Liabilities  

Total liabilities  

   For the Year Ended December 31,  
  Location of Gain (Loss)  2018   2017   2016  

 

Note 6—Fair Value Measurements

Fair Value Measurement on a Recurring Basis



 Level 1   Level 2   Level 3   
Total Fair 

Value  

Nonfinancial Assets and Liabilities

Debt

Note 7—Debt

8.875% Senior Unsecured Notes Due 2023



Revolving Credit Facility



Note 8—Benefit Plans

Defined Contribution Plan



Note 9—Stock-Based Compensation

 Year Ended December 31,  
  2018   2017   2016  

Restricted Stock Units

 
Number of

shares   

Weighted
average 
grant

date fair 
value   

Aggregate
intrinsic
value (in

thousands)  



Performance Units

 
Number of

shares   

Weighted
average 
grant

date fair 
value   

Aggregate
intrinsic
value (in

thousands)  

 Year Ended December 31,  
  2018   2017   2016  

Restricted Stock Issued to Directors



Note 10—Equity

Public Offering of Common Stock

Note 11—Earnings (Loss) Per Share

Earnings (Loss) Per Share

Reverse Stock Split

Acquisition

 Year Ended December 31,  
(in thousands, except per share data) 2018   2017   2016  
 Income

(Loss)   Shares   
Per

Share   
Income
(Loss)   Shares   

Per
Share   

Income
(Loss)   Shares   

Per
Share  

Basic:                

Weighted-average number of
   shares of common
   stock-diluted:

Diluted:

Note 12—Related Party Transactions



Acquisition

Note 13—Commitments and Contingencies

(a) Legal Matters

(b) Environmental Matters

(c) Leases



(d) Other Commitments (in thousands)

 
Drilling rig 

commitments(i)   
Firm 

transportation(ii)   

Gas processing,
gathering, and
compression

services(iii)   Total  

Total

(i) Drilling rig commitments -

(ii) Firm transportation -

(iii) Gas processing, gathering, and compression services -



Note 14—Income Tax

For the Year Ended December 31,  
2018   2017   2016  

 For the Year Ended December 31,  
  2018   2017   2016  



 For the Year Ended December 31,  
  2018   2017   2016  

Acquisition

Note 15—Subsidiary Guarantors

Debt



•

•

Note 16—Subsequent Events

Summary of Significant Accounting Policies
Acquisition Debt

Earnings (Loss) Per Share

Note 17—Quarterly Financial Information (unaudited)

First
Quarter   

Second
Quarter   

Third
Quarter   

Fourth
Quarter  

First
Quarter   

Second
Quarter   

Third
Quarter   

Fourth
Quarter  



Note 18—Supplemental Oil and Natural Gas Information (unaudited)

(a) Capitalized Costs

December 31,  
2018   2017  

(b) Costs Incurred in Oil and Natural Gas Property Acquisition and Development Activities

December 31,  
2018   2017   2016  

(c) Reserve Quantity Information



 
Natural Gas

(Bcf)   

Natural Gas
Liquids
(MBbl)   Oil (MBbl)   

TOTAL
(Bcfe)  

2016 Changes in Reserves

•

•



•

•

2017 Changes in Reserves

•

•

2018 Changes in Reserves

•

•

•

•



(d) Standardized Measure of Discounted Future Net Cash Flows

December 31,  
2018   2017   2016  

(e) Changes in the Standardized Measure of Discounted Future Net Cash Flows

December 31,  
2018   2017   2016  



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)

OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

Chief Executive Officer



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)

OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

Chief Financial Officer



Exhibit 32.1

CERTIFICATION OF
CHIEF EXECUTIVE OFFICER

OF MONTAGE RESOURCES CORPORATION
PURSUANT TO 18 U.S.C. SECTION 1350

Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF
CHIEF FINANCIAL OFFICER

OF MONTAGE RESOURCES CORPORATION
PURSUANT TO 18 U.S.C. SECTION 1350

Chief Financial Officer



BOARD OF DIRECTORS:

Randall M. Albert – Director

Mark E. Burroughs, Jr. – Director

Eugene I. Davis – Director

Don Dimitrievich – Director

Michael C. Jennings – Chairman of the Board

Richard D. Paterson – Director

D. Martin Phillips – Director

John K. Reinhart – President & Chief Executive Offi  cer, Director

Douglas E. Swanson, Jr. – Director

Robert L. Zorich – Director
INDEPENDENT CERTIFIED

PUBLIC ACCOUNTANTS
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TRANSFER AGENT AND REGISTRAR

Computershare Investor Services
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Toll Free:  1.877.373.6374
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www.computershare.com/investor

INVESTOR RELATIONS

Douglas A. Kris – Vice President,

Investor Relations
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122 West John Carpenter Freeway  

Suite 300   

Irving, Texas 75039  

Direct: 814.325.2059  

Email: dkris@mresources.com 

MONTAGE RESOURCES COMMON STOCK

Common stock of Montage Resources is 

traded on the New York Stock Exchange 

under the symbol MR.

EXECUTIVE MANAGEMENT:

John K. Reinhart – President and Chief 

Executive Offi  cer, Director
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