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Cautionary Information about Forward-Looking Statements

This Annual Report on Form 10-K (“Form 10-K” or “this report”) contains “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). All
statements included in this report, other than statements of historical facts, that address activities, conditions, events, or developments with respect to our
financial condition, results of operations, business prospects or economic performance that we expect, believe, or anticipate will or may occur in the future, or
that address plans and objectives of management for future operations, are forward-looking statements. The words “anticipate,” “assume,” “believe,” “budget,”
“could,” “estimate,” “expect,” “forecast,” “intend,” “pending,” “plan,” “potential,” “project,” “target,” “will,” and similar expressions are intended to identify forward-
looking statements. Forward-looking statements appear throughout this report, and include statements about such matters as:

» the impacts of the global COVID-19 pandemic (“Pandemic”) on us, our industry, our financial condition, and our results of operations;
» the amount and nature of future capital expenditures and the availability of liquidity and capital resources to fund capital expenditures;

* any changes to the borrowing base or aggregate lender commitments under our Sixth Amended and Restated Credit Agreement, as amended
(“Credit Agreement”);

»  our outlook on future crude oil, natural gas, and natural gas liquids (also referred to throughout this report as “oil,” “gas,” and “NGLs,” respectively)
prices, well costs, service costs, lease operating costs, and general and administrative costs;

« our drilling and completion activities and other exploration and development activities, our ability to obtain permits and governmental approvals, and
plans by us, our joint development partners, and/or other third-party operators;

» possible or expected acquisitions and divestitures, including the possible divestiture or farmout of, or joint development of, certain properties;

» oil, gas, and NGL reserve estimates and estimates of both future net revenues and the present value of future net revenues associated with those
reserve estimates;

»  our expected future production volumes, identified drilling locations, as well as drilling prospects, inventories, projects and programs;
« cash flows, liquidity, interest and related debt service expenses, changes in our effective tax rate, and our ability to repay debt in the future;

* business strategies and other plans and objectives for future operations, including plans for expansion and growth of operations or to defer capital
investment, plans with respect to future dividend payments, and our outlook on our future financial condition or results of operations; and

»  other similar matters, such as those discussed in Management’s Discussion and Analysis of Financial Condition and Results of Operations in Part Il,
Iltem 7 of this report.

Our forward-looking statements are based on assumptions and analyses made by us in light of our experience and our perception of historical trends,
current conditions, expected future developments, and other factors that we believe are appropriate under the circumstances. These statements are subject to
known and unknown risks and uncertainties, which may cause our actual results and performance to be materially different from any future results or
performance expressed or implied by the forward-looking statements. Factors that may cause our financial condition, results of operations, business prospects
or economic performance to differ from expectations include the factors discussed in Part |, Item 1A, Risk Factors below and elsewhere in this report.

We caution you that forward-looking statements are not guarantees of future performance and actual results or performance may be materially different
from those expressed or implied in forward-looking statements. The forward-looking statements in this report speak only as of the filing of this report. Although
we may from time to time voluntarily update our prior forward-looking statements, we disclaim any commitment to do so except as required by applicable
securities laws.



Glossary of Oil and Gas Terms

The oil and gas terms defined in this section are used throughout this report. The definitions of the terms “developed reserves,” “exploratory well,”

“field,” “proved reserves,” and “undeveloped reserves” have been abbreviated from the respective definitions under Rule 4-10(a) of Regulation S-X. The entire
definitions of those terms under Rule 4-10(a) of Regulation S-X can be located through the Securities and Exchange Commission’s (“SEC”) website at
WWW.Sec.gov.

Ad valorem tax. A tax based on the value of real estate or personal property.

Bbl. One stock tank barrel, or 42 U.S. gallons liquid volume, used in reference to oil, NGLs, water, or other liquid hydrocarbons.

BBtu. One billion British thermal units.

Bcf. One billion cubic feet, used in reference to gas.

BOE. Barrels of oil equivalent. Oil equivalents are determined using the ratio of six Mcf of gas to one Bbl of oil or NGLs.

Btu. One British thermal unit, the quantity of heat required to raise the temperature of a one-pound mass of water by one degree Fahrenheit.

Completion. The installation of equipment for production of oil, gas, and/or NGLs, or in the case of a dry hole, the reporting to the applicable authority that the
well has been abandoned.

Conversion rate. Current year conversions of proved undeveloped reserves to proved developed reserves, divided by beginning of the year proved undeveloped
reserves (also commonly referred to in our industry as track record).

Costs incurred. Costs incurred in oil and gas property acquisition, exploration, and development activities, whether capitalized or expensed.

Developed acreage. The number of acres that are allocated or assignable to productive wells or wells capable of production.

Developed reserves. Reserves that can be expected to be recovered: (i) through existing wells with existing equipment and operating methods or in which the
cost of the required equipment is relatively minor compared to the cost of a new well; and (ii) through installed extraction equipment and infrastructure
operational at the time of the reserves estimate if the extraction is by means not involving a well.

Development well. A well drilled within the proved area of an oil or gas reservoir to the depth of a stratigraphic horizon known to be productive.

Dry hole. An exploratory, development, or extension well that proves to be incapable of producing oil, gas, and/or NGLs in sufficient commercial quantities to
justify completion, or upon completion, the economic operation of a well (also referred to as non-productive well).

Exploratory well. A well drilled to find a new field or to find a new reservoir in a field previously found to be productive of oil or gas in another reservoir.
Fee properties. The most extensive interest that can be owned in land, including surface and mineral (including oil and gas) rights.

Field. An area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same individual geological structural feature and/or
stratigraphic condition.

Formation. A succession of sedimentary beds that were deposited under the same general geologic conditions.
GAAP. Accounting principles generally accepted in the United States.

Gross acres or gross wells. Acres or wells in which a working interest is owned.

Horizontal wells. Wells that are drilled at angles greater than 70 degrees from vertical.

Lease operating expenses. The expenses incurred in the lifting of oil, gas, and/or NGLs from a producing formation to the surface, constituting part of the current
operating expenses of a working interest, and also including labor, superintendence, supplies, repairs,



maintenance, allocated overhead costs, and other expenses incidental to production, but not including lease acquisition, drilling, or completion costs.
MBbI. One thousand barrels, used in reference to oil, NGLs, water, or other liquid hydrocarbons.

MBOE. One thousand barrels of oil equivalent.

Mecf. One thousand cubic feet, used in reference to gas.

MMBbI. One million barrels, used in reference to oil, NGLs, water, or other liquid hydrocarbons.

MMBOE. One million barrels of oil equivalent.

MMBtu. One million British thermal units.

MMecf. One million cubic feet, used in reference to gas.

Net acres or net wells. Sum of our fractional working interests owned in gross acres or gross wells.

NGLs. The combination of ethane, propane, isobutane, normal butane, and natural gasoline that when removed from gas become liquid under various levels of
higher pressure and lower temperature.

NYMEX WTI. New York Mercantile Exchange West Texas Intermediate, a common industry benchmark price for oil.
NYMEX Henry Hub. New York Mercantile Exchange Henry Hub, a common industry benchmark price for gas.
OPIS. Qil Price Information Service, a common industry benchmark for NGL pricing at Mont Belvieu, Texas.

PV-10. PV-10 is a non-GAAP measure. The present value of estimated future revenue to be generated from the production of estimated net proved reserves,
net of estimated production and future development costs, based on prices used in estimating the proved reserves and costs in effect as of the date indicated
(unless such costs are subject to change pursuant to contractual provisions), without giving effect to non-property related expenses such as general and
administrative expenses, debt service, future income tax expenses, or depreciation, depletion, and amortization, discounted using an annual discount rate of 10
percent. While this measure does not include the effect of income taxes as it would in the use of the standardized measure of discounted future net cash flows
calculation, it does provide an indicative representation of the relative value of the Company on a comparative basis to other companies and from period to
period.

Productive well. An exploratory, development, or extension well that is producing or is capable of commercial production of oil, gas, and/or NGLs.

Proved reserves. Those quantities of oil, gas, and NGLs which, by analysis of geoscience and engineering data, can be estimated with reasonable certainty to
be economically producible from a given date forward, from known reservoirs, and under existing economic conditions, operating methods, and government
regulations prior to the time at which contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably certain, regardless of
whether deterministic or probabilistic methods are used for the estimation. Existing economic conditions include prices and costs at which economic producibility
from a reservoir is to be determined, and the price to be used is the average price during the 12-month period prior to the ending date of the period covered by
the report, determined as an unweighted arithmetic average of the first-day-of-the-month price for each month within such period, unless prices are defined by
contractual arrangements, excluding escalations based upon future conditions.

Recompletion. The completion of an existing wellbore in a formation other than that in which the well has previously been completed.

Reserve life index. Expressed in years, represents the estimated net proved reserves at a specified date divided by actual production for the preceding 12-
month period.

Reservoir. A porous and permeable underground formation containing a natural accumulation of producible oil, gas, and/or associated liquid resources that is
confined by impermeable rock or water barriers and is individual and separate from other reservoirs.

Resource play. A term used to describe an accumulation of oil, gas, and/or associated liquid resources known to exist over a large areal expanse, which when
compared to a conventional play typically has lower expected geological risk.

Royalty. The amount or fee paid to the owner of mineral rights, expressed as a percentage or fraction of gross income from oil, gas, and NGLs produced and
sold unencumbered by expenses relating to the drilling, completing, and operating of the affected well.



Royalty interest. An interest in an oil and gas property entitling the owner to shares of oil, gas, and NGL production free of costs of exploration, development,
and production operations.

Seismic. The sending of energy waves or sound waves into the earth and analyzing the wave reflections to infer the type, size, shape, and depth of subsurface
rock formations.

Shale. Fine-grained sedimentary rock composed mostly of consolidated clay or mud. Shale is the most frequently occurring sedimentary rock.

Standardized measure of discounted future net cash flows. The discounted future net cash flows related to estimated proved reserves based on prices used in
estimating the reserves, year-end costs, and statutory tax rates, at a 10 percent annual discount rate. The information for this calculation is included in
Supplemental Oil and Gas Information (unaudited) located in Part Il, Item 8 of this report.

Undeveloped acreage. Lease acreage on which wells have not been drilled or completed to a point that would permit the production of commercial quantities of
oil, gas, and NGLs regardless of whether such acreage contains estimated net proved reserves.

Undeveloped reserves. Reserves that are expected to be recovered from new wells on undrilled acreage, or from existing wells where a relatively major
expenditure is required for recompletion. The applicable SEC definition of undeveloped reserves provides that undrilled locations can be classified as having
undeveloped reserves only if a development plan has been adopted indicating that they are scheduled to be drilled within five years, unless the specific
circumstances justify a longer time.

Working interest. The operating interest that gives the owner the right to drill, produce, and conduct operating activities on the property and to share in the
production, sales, and costs.



PARTI

When we use the terms “SM Energy,” the “Company,” “we,” “us,” or “our,” we are referring to SM Energy Company and its subsidiaries unless the
context otherwise requires. We have included certain technical terms important to an understanding of our business in the Glossary of Oil and Gas Terms
section of this report. Throughout this document we make statements and projections that address future expectations, possibilities, or events, all of which may
be classified as “forward-looking statements.” Please refer to the Cautionary Information about Forward-Looking Statements section of this report for an
explanation of these types of statements and the associated risks and uncertainties.

ITEMS 1. AND 2. BUSINESS AND PROPERTIES
General

We are an independent energy company engaged in the acquisition, exploration, development, and production of oil, gas, and NGLs in the state of
Texas. SM Energy was founded in 1908, incorporated in Delaware in 1915, and our initial public offering of common stock was in December 1992. Our common
stock trades on the New York Stock Exchange under the ticker symbol “SM.”

Our principal office is located at 1775 Sherman Street, Suite 1200, Denver, Colorado 80203, and our telephone number is (303) 861-8140.
Strategy

Our purpose is to make people’s lives better by responsibly producing energy supplies, contributing to domestic energy security and prosperity, and
having a positive impact in the communities where we live and work. Our short-term operational and financial goals include generating positive cash flows while
strengthening our balance sheet through absolute debt reduction and improved leverage metrics, and increasing the value of our capital project inventory
through exploration and development optimization. Our long-term vision is to sustainably grow value for all of our stakeholders. We believe that in order to
accomplish this vision, we must be a premier operator of top tier assets. Our investment portfolio is comprised of oil and gas producing assets in the state of
Texas, specifically in the Midland Basin of West Texas and in the Maverick Basin of South Texas.

Significant Developments in 2020

Pandemic Response. During 2020, the Pandemic and associated macroeconomic events affected supply and demand for oil, gas, and NGLs, and the
realized prices we received for our production throughout 2020. Despite continuing negative impacts and future uncertainty, we expect to maintain our ability to
sustain strong operational performance and financial stability while maximizing returns, improving leverage metrics, and increasing the value of our top tier
Midland Basin and South Texas assets.

The safety of our employees, contractors, and the communities where we work remains our first priority as we continue to operate during the
Pandemic. While our core business operations require certain individuals to be physically present at well site locations, substantially all of our office-based
employees have continued working remotely in order to limit physical interactions and to mitigate the spread of COVID-19, and will continue to do so well into
2021. For individuals who are unable to perform their jobs remotely, we maintain and continually assess procedures designed to limit the spread of COVID-19,
including social distancing and enhanced sanitization measures, and we continue to communicate to and train all of our employees regarding best practices for
maintaining a healthy and safe work environment. We believe that we meet or exceed Centers for Disease Control and Prevention (“CDC”) and federal
Occupational Safety and Health Act (“OSHA”) guidelines related to the prevention of the transmission of COVID-19. Since these measures were initially
implemented in the first quarter of 2020, we have continued to operate without significant disruptions to our business operations. Our pre-existing control
environment and internal controls continue to be effective and we continue to address new risks directly related to the Pandemic as we identify them.

Cash Flows and Debt Reduction. We decreased our total outstanding long-term debt principal balance by 18 percent to $2.3 billion as of December 31,
2020, from $2.8 billion as of December 31, 2019. This decrease was primarily driven by the Exchange Offers and open market repurchases of certain of our
senior notes at a discount, and net cash provided by operating activities of $790.9 million, which was in excess of net cash used in investing activities of $555.6
million for the year ended December 31, 2020. Please refer to Analysis of Cash Flow Changes Between 2020 and 2019 and Between 2019 and 2018 in
Overview of Liquidity and Capital Resources in Part Il, ltem 7, and to Note 5 — Long-Term Debt in Part Il, ltem 8 of this report for additional discussion, including
the definition of Exchange Offers.

Reserves and Capital Investment. Total estimated proved reserves were 404.6 MMBOE as of December 31, 2020, which was a decrease of 12 percent
from 462.0 MMBOE as of December 31, 2019. This decrease primarily related to 46.4 MMBOE produced during 2020 and 32.6 MMBOE removed as a result of
lower commodity prices experienced in 2020 compared with 2019, using pricing estimates determined in accordance with SEC rules. Our proved reserve life
index decreased to 8.7 years as of December 31, 2020, compared with 9.6 years as of December 31, 2019. Please refer to Areas of Operation and Reserves
below for additional discussion regarding additions from extensions, discoveries, and infill, the removal of certain proved undeveloped reserve cases that are no
longer



within our development plan over the next five years, and certain performance revisions. Costs incurred decreased 44 percent from the prior year to $585.3
million in 2020 in response to lower commaodity prices. Please refer to Areas of Operation below, and to Supplemental Oil and Gas Information (unaudited) in
Part 11, Item 8 of this report for additional discussion.

Production. Our average net daily production in 2020 was 126.9 MBOE and consisted of 62.9 MBbl of oil, 283.9 MMcf of gas, and 16.7 MBbl of NGLs,
which represented a four percent decrease compared with 2019. This decrease was driven by a 21 percent decrease in daily production volumes from our
South Texas assets, partially offset by a 10 percent increase in daily production volumes from our Midland Basin assets. During the year ended December 31,
2020, as compared with 2019, net daily production volumes decreased four percent as a result of proactive measures taken to respond to the lower commodity
price environment experienced in 2020 compared with 2019. This included voluntary production curtailments and less costs incurred as a result of intentionally
reducing the number of new wells completed and brought on production. Oil production as a percentage of total production increased to 50 percent in 2020 from
45 percent in 2019. Please refer to Areas of Operation below for additional discussion.

Pricing. Realized prices before the effects of derivative settlements for oil, gas, and NGLs decreased 31 percent, 25 percent, and 19 percent,
respectively, for the year ended December 31, 2020, compared with 2019. As a result of decreased realized prices, oil, gas, and NGL production revenue
decreased 29 percent to $1.1 billion for the year ended December 31, 2020, compared with $1.6 billion for 2019. Oil production revenue was 76 percent and 75
percent of total production revenue for the years ended December 31, 2020, and 2019, respectively. We recorded a net derivative gain of $161.6 million for the
year ended December 31, 2020, compared to a net derivative loss of $97.5 million for 2019. These amounts include derivative settlement gains of $351.3 million
and $39.2 million for the years ended December 31, 2020, and 2019, respectively. Please refer to Overview of the Company in Part Il, ltem 7 of this report for
additional discussion.

Outlook

Our vision to sustainably grow value for all of our stakeholders includes near-term operational and financial goals of generating positive cash flows
while strengthening our balance sheet through absolute debt reduction and improved leverage metrics. Our long-term plan is to deliver cash flow growth that is
supported by our high-quality asset base and ability to generate favorable returns. We remain committed to exceptional safety, health, and environmental
stewardship; supporting the professional development of a diverse and thriving team of employees; making a positive difference in the communities where we
live and work; and transparency in reporting on our progress in these areas. The Environmental, Social and Governance Committee of our Board of Directors
oversees, among other things, the development and implementation of the Company’s environmental, social and governance policies, programs and initiatives,
and reports to our Board of Directors regarding such matters.

We expect to focus our strategy on continuing to improve operating margins and cash flows while strengthening our balance sheet through absolute
debt reduction and improved leverage metrics. Our total 2021 capital program is budgeted between $650.0 million and $675.0 million, which we expect to fund
with cash flows from operations. We expect to focus our 2021 capital program on highly economic oil development projects in both our Midland Basin assets and
our South Texas assets. In South Texas, we intend to primarily target the Austin Chalk formation. None of these assets are located on federal lands, and
therefore our operations will not be impacted by the recent suspension of the issuance of federal drilling permits.

Please refer to Overview of Liquidity and Capital Resources in Part I, ltem 7 of this report for discussion of how we expect to fund our 2021 capital
program.



Areas of Operation
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Our 2020 operations were concentrated in the Midland Basin and South Texas, as described below. The following table summarizes estimated proved
reserves, production, and costs incurred for the year ended December 31, 2020, for these areas:

Midland Basin South Texas Total M
Proved reserves
Oil (MMBDbI) 150.9 21.8 172.7
Gas (Bcf) 425.3 626.8 1,052.0
NGLs (MMBblI) 0.2 56.4 56.6
MMBOE 222.0 182.6 404.6
Relative percentage 55 % 45 % 100 %
Proved developed % 58 % 55 % 57 %
Production
Oil (MMBDblI) 213 1.7 23.0
Gas (Bcf) 46.6 57.3 103.9
NGLs (MMBblI) — 6.1 6.1
MMBOE 29.1 17.3 46.4
Avg. daily equivalents (MBOE/d) (" 79.5 47.4 126.9
Relative percentage 63 % 37 % 100 %
Costs incurred (in millions) 23) $ 470.6 $ 75.3 $ 585.3

(1 Amounts may not calculate due to rounding.

@ Asset costs incurred do not sum to total costs incurred primarily due to corporate overhead charges incurred on exploration activities that are excluded from
this table. Please refer to Costs Incurred in Supplemental Oil and Gas Information (unaudited) in Part Il, Item 8 of this report.

(@) Costs incurred for 2020 included $16.4 million related to acquisitions of primarily unproved oil and gas properties in the Midland Basin. Please refer to Costs
Incurred in Supplemental Oil and Gas Information (unaudited) in Part Il, ltem 8 of this report.

Total estimated proved reserves at year end 2020 decreased 12 percent from year end 2019. Production decreased four percent on an equivalent
basis for the year ended December 31, 2020, compared with 2019. Costs incurred decreased in 2020 by 44 percent compared with 2019 primarily due to the
decrease in our capital activity, increased operational efficiencies, and lower service provider costs.

Midland Basin. Our Midland Basin assets are comprised of approximately 81,000 net acres located in the Permian Basin in West Texas (“Midland
Basin”). In 2020, drilling and completion activities within our RockStar and Sweetie Peck positions in the Midland Basin continued to focus primarily on
delineating, developing, and expanding our Midland Basin position. Our current Midland Basin position provides substantial future development opportunities
within multiple oil-rich intervals, including the Spraberry and Wolfcamp formations. We expect 2021 capital activity in the Midland Basin to be focused on highly
economic oil development projects.
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In 2020, we incurred $470.6 million of costs and averaged four drilling rigs and two completion crews. The majority of our Midland Basin capital was
deployed on projects targeting the Spraberry and Wolfcamp formations on our RockStar assets in Howard and Martin Counties, Texas and Sweetie Peck assets
in Upton and Midland Counties, Texas. We completed 80 gross (73 net) wells and full-year production increased 11 percent year-over-year to 29.1 MMBOE for
2020. As of December 31, 2020, 66 gross (58 net) wells had been drilled but not completed in our Midland Basin program. Estimated proved reserves
decreased five percent to 222.0 MMBOE at year end 2020, from 234.1 MMBOE at year end 2019, as a result of 29.1 MMBOE produced during 2020, and the
impacts of development plan changes and decreased commodity pricing. During 2020, we had downward reserve revisions of 28.6 MMBOE, of which 21.5
MMBOE resulted from the removal of certain longer term proved undeveloped reserves that are no longer within our development plan over the next five years,
and 7.1 MMBOE resulted from decreased commaodity pricing. These revisions were offset by additions of 45.5 MMBOE, of which 36.8 MMBOE resulted from
infill, extensions, and discoveries and 8.7 MMBOE resulted from positive performance revisions.

South Texas. Our South Texas assets are comprised of approximately 158,000 net acres located in Dimmit and Webb Counties, Texas (“South
Texas”). Our current operations in South Texas are focused on production from the Eagle Ford shale formation and further development of the Austin Chalk
formation. 2021 capital activity in South Texas is expected to be concentrated on the Austin Chalk formation given the higher liquids content of production and
favorable economics. Our overlapping acreage position in the Maverick Basin covers a significant portion of the western Eagle Ford shale and Austin Chalk
formations (“Maverick Basin”) and includes acreage across the oil, gas-condensate, and dry gas windows with gas composition amenable to processing for NGL
extraction.

In 2020, we incurred $75.3 million of costs, averaged one drilling rig, and operated one completion crew at times during the year. We completed 4
gross (4 net) wells during 2020, and full-year production decreased 21 percent year-over-year to 17.3 MMBOE for 2020, from 22.0 MMBOE for 2019. While
natural decline and deferral of activity led to a decrease in total production volumes, oil production volumes increased 28 percent year-over-year as a result of
the higher liquids content from our Austin Chalk completions. As of December 31, 2020, 31 gross (28 net) wells had been drilled but not completed in our South
Texas program. Estimated proved reserves decreased 20 percent to 182.6 MMBOE at year end 2020, from 227.8 MMBOE at year end 2019, as a result of 17.3
MMBOE produced during 2020, and the impacts of development changes and decreased commodity prices. During 2020, we had downward reserves revisions
of 77.1 MMBOE, of which 43.5 MMBOE resulted from the removal of certain longer term proved undeveloped reserves, 25.5 MMBOE resulted from decreased
commodity pricing, 5.1 MMBOE resulted from performance revisions, and 3.0 MMBOE resulted from divestitures. These revisions were partially offset by
additions of 49.3 MMBOE of estimated proved reserves from discoveries, extensions and infills.

Office Space. As of December 31, 2020, we leased and owned office space as summarized in the table below:

Approximate Square Approximate Square
Footage Leased Footage Owned
Corporate 107,000 —
Midland Basin 59,000 —
South Texas 62,000 12,000
Total 228,000 12,000

Reserves

Reserve estimates are inherently imprecise and estimates for new discoveries and undeveloped locations are more imprecise than reserve estimates
for producing oil and gas properties. Accordingly, we expect these estimates to change as new information becomes available. The following table presents the
standardized measure of discounted future net cash flows and pre-tax PV-10. PV-10 is a non-GAAP financial measure, and generally differs from the
standardized measure of discounted future net cash flows, the most directly comparable GAAP financial measure, because it does not include the effects of
income taxes on future net revenues. Neither the standardized measure of discounted future net cash flows nor PV-10 represents the fair market value of our oil
and gas properties. We and others in the oil and gas industry use PV-10 as a measure to compare the relative size and value of proved reserves held without
regard to the specific tax characteristics of such entities. Please refer to the Glossary of Oil and Gas Terms section of this report for additional information
regarding these measures and refer to the reconciliation of the standardized measure of discounted future net cash flows to PV-10 set forth below. The actual
quantities and present value of our estimated proved reserves may be more or less than we have estimated. No estimates of our proved reserves have been
filed with or included in reports to any federal authority or agency, other than the SEC, since the beginning of the last fiscal year. The following table should be
read along with the Risk Factors section below.

11



The following table summarizes estimated proved reserves, the standardized measure of discounted future net cash flows (GAAP), PV-10 (non-GAAP),
the prices used in the calculation of proved reserves estimates, and reserve life index as of December 31, 2020, 2019, and 2018:

As of December 31,

2020 2019 2018
Reserve data:
Proved developed
Oil (MMBDbI) 89.8 85.0 68.2
Gas (Bcf) 643.9 712.1 699.1
NGLs (MMBbI) 32.1 43.4 60.1
MMBOE (") 229.3 247.0 2448
Proved undeveloped
Oil (MMBDbI) 82.9 99.1 107.6
Gas (Bcf) 408.1 511.1 622.7
NGLs (MMBblI) 24.4 30.6 47.2
MMBOE () 175.3 214.9 258.6
Total proved ("
Oil (MMBDbI) 172.7 184.1 175.7
Gas (Bcf) @ 1,052.0 1,223.2 1,321.8
NGLs (MMBbI) 56.6 74.0 107.4
MMBOE 404.6 462.0 503.4
Proved developed reserves % 57 % 53 % 49 %
Proved undeveloped reserves % 43 % 47 % 51 %
Reserve data (in millions):
Standardized measure of discounted future net cash flows
(GAAP) $ 2,682.5 $ 4,104.0 $ 4,654.4
PV-10 (non-GAAP):
Proved developed PV-10 $ 1,848.8 $ 2,830.4 $ 3,084.2
Proved undeveloped PV-10 833.7 1,532.4 2,020.1
Total proved PV-10 (non-GAAP) $ 2,682.5 $ 4,362.8 $ 5,104.3
12-month trailing average prices
Oil (per Bbl) $ 39.57 $ 55.69 $ 65.56
Gas (per MMBtu) $ 1.99 $ 2.58 $ 3.10
NGLs (per Bbl) $ 17.64 $ 22.68 $ 33.45
Reserve life index (years) 4 8.7 9.6 11.5

() Amounts may not calculate due to rounding.

@ For the years ended December 31, 2020, 2019, and 2018, proved gas reserves contained 38.4 Bcf, 44.9 Bcf, and 59.1 Bcf of gas, respectively, that we
expect to produce and use as a field equipment fuel source (primarily to power compressors).

(@) The prices used in the calculation of proved reserve estimates reflect the unweighted arithmetic average of the first-day-of-the-month price of each month
within the trailing 12-month period in accordance with SEC rules. We then adjust these prices to reflect appropriate quality and location differentials over the
period in estimating our proved reserves.

@) Qur ability to replace production with new oil and gas reserves is critical to the future success of our business. Please refer to the reserve life index term in
the Glossary of Oil and Gas Terms section of this report for information describing how this metric is calculated.
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The following table reconciles the standardized measure of discounted future net cash flows (GAAP) to the PV-10 (non-GAAP) of total estimated
proved reserves. Please refer to the Glossary of Oil and Gas Terms section of this report for the definitions of standardized measure of discounted future net
cash flows and PV-10.

As of December 31,

2020 2019 2018
(in millions)
Standardized measure of discounted future net cash flows (GAAP) $ 26825 $ 41040 $ 4,654.4
Add: 10 percent annual discount, net of income taxes 1,856.3 2,955.3 3,847 1
Add: future undiscounted income taxes — 579.8 1,012.2
Pre-tax undiscounted future net cash flows 4,538.8 7,639.1 9,513.7
Less: 10 percent annual discount without tax effect (1,856.3) (3,276.3) (4,409.4)
PV-10 (non-GAAP) $ 26825 $ 43628 $ 5,104.3

Proved Undeveloped Reserves

Proved undeveloped reserves include those reserves that are expected to be recovered from future wells on undrilled acreage, or from existing wells
where a relatively major expenditure is required for recompletion. Undeveloped reserves may be classified as proved reserves on undrilled acreage directly
offsetting development areas that are reasonably certain of production when drilled or where reliable technology provides reasonable certainty of economic
producibility. Undrilled locations may be classified as having proved undeveloped reserves only if a development plan has been adopted indicating that they are
scheduled to be drilled within five years, unless specific circumstances justify a longer time. As of December 31, 2020, we did not have any proved undeveloped
reserves that had been on our books in excess of five years, and none of our proved undeveloped reserves were on acreage expected to expire or on acreage
that was not expected to be held through renewal before the targeted completion date.

For proved undeveloped locations that are more than one development spacing area from developed producing locations, we utilized reliable geologic
and engineering technology when booking estimated proved undeveloped reserves. Of the 175.3 MMBOE of total proved undeveloped reserves as of
December 31, 2020, approximately 36.8 MMBOE of proved undeveloped reserves in the Midland Basin and 64.5 MMBOE of proved undeveloped reserves in
our South Texas position were offset by more than one development spacing area from the nearest developed producing location. We incorporated public and
proprietary data from multiple sources to establish geologic continuity of each formation and their producing properties. This included seismic data and
interpretations (3-D and micro seismic), open hole log information (both vertically and horizontally collected) and petrophysical analysis of that log data, mud
logs, gas sample analysis, measurements of total organic content, thermal maturity, test production, fluid properties, and core data as well as statistical
performance data yielding predictable and repeatable reserve estimates within certain analogous areas. These locations were limited to only those areas where
both established geologic consistency and sufficient statistical performance data could be demonstrated to provide reasonably certain results.

As of December 31, 2020, estimated proved undeveloped reserves decreased 39.6 MMBOE, or 18 percent compared with December 31, 2019. The
following table provides a reconciliation of our proved undeveloped reserves for the year ended December 31, 2020:

Total
(MMBOE)
Total proved undeveloped reserves:

Beginning of year 214.9
Additions from extensions, discoveries, and infill 74.8
Removed for five-year rule (65.0)
Conversions to proved developed (33.2)
Revisions of previous estimates (13.5)
Sales of reserves (3.0)
Purchases of minerals in place 0.3

End of year 175.3

Additions from extensions, discoveries, and infill. We added 8.1 MMBOE and 32.7 MMBOE of estimated proved undeveloped reserves in the Midland
Basin and South Texas, respectively, through various extensions and discoveries in 2020. We added an additional 23.1 MMBOE and 10.9 MMBOE of infill
estimated proved undeveloped reserves in our Midland Basin and South Texas assets, respectively. The majority of additions in our Midland Basin program
resulted from future development projects identified by our
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on-going development and portfolio optimization activities. The majority of additions in our South Texas program resulted from our efforts to further develop the
Austin Chalk formation.

Removed for five-year rule. As a result of our testing and delineation efforts in 2020, we revised certain aspects of our future development plans to
focus on maximizing returns and the value of our assets. As a result, we removed 65.0 MMBOE of estimated proved undeveloped reserves and reclassified
these locations to unproved reserve categories, of which 43.5 MMBOE related to our Eagle Ford shale proved undeveloped reserves that reflects our shift to
further develop the Austin Chalk formation and 21.5 MMBOE related to slowing the pace of our future development plan in our Midland Basin program to align
spending with operating cash flow. The Eagle Ford shale future development locations were replaced by Austin Chalk locations which are reflected as additions
from extensions, discoveries, and infill.

Conversions to proved developed. Our 2020 conversion rate was 15 percent primarily due to our drilling and completion activity on our Austin Chalk
locations that were not classified as proved reserves as of year end 2019. During 2020, we incurred $357.9 million on projects with reserves booked as proved
undeveloped at the end of 2019, of which $271.9 million was spent on converting proved undeveloped reserves to proved developed reserves by December 31,
2020. At December 31, 2020, drilled but not completed wells represented 46.4 MMBOE of total estimated proved undeveloped reserves. We expect to incur
$220.2 million of capital expenditures in completing these drilled but not completed wells, and we expect all estimated proved undeveloped reserves to be
converted to proved developed reserves within five years from their initial booking as proved undeveloped reserves.

Revisions of previous estimates. Revisions of previous estimates includes downward pricing revisions of 12.1 MMBOE as a result of lower commodity
pricing. In addition, we had downward performance revisions of 1.4 MMBOE.

As of December 31, 2020, estimated future development costs relating to our proved undeveloped reserves totaled $1.1 billion, and we expect to incur
approximately $399.5 million, $245.0 million, and $239.8 million in 2021, 2022, and 2023, respectively.

Internal Controls Over Proved Reserves Estimates

Our internal controls over the recording of proved reserves are structured to objectively and accurately estimate our reserve quantities and values in
compliance with the SEC’s regulations. Our process for managing and monitoring our proved reserves is delegated to our corporate reserves group and is
coordinated by our Corporate Engineering Manager, subject to the oversight of our management and the Audit Committee of our Board of Directors, as
discussed below. Our Corporate Engineering Manager has worked in the energy industry since 2008 and has been employed by the Company since 2010. He
holds a Bachelor of Science Degree in Petroleum Engineering from Montana Technological University and is a Registered Professional Petroleum Engineer in
the states of Texas, Wyoming, and Montana. He is also a member of the Society of Petroleum Engineers. Technical, geological, and engineering reviews of our
assets are performed throughout the year by our staff. Data, obtained from these reviews, in conjunction with economic data and our ownership information, is
used in making a determination of estimated proved reserve quantities. Our asset team’s engineering technical staff do not report directly to our Corporate
Engineering Manager; they report to either their respective asset technical managers or directly to the Senior Vice President of Exploration, Development and
EHS. This design is intended to promote objective and independent analysis within our asset teams in the proved reserves estimation process.

Third-party Reserves Audit

Ryder Scott is an independent petroleum engineering consulting firm that has been providing petroleum engineering consulting services throughout the
world for over 80 years. Ryder Scott performed an independent audit using its own engineering assumptions, but with economic and ownership data we
provided. Ryder Scott audits a minimum of 80 percent of our total calculated proved reserve PV-10. In the aggregate, the proved reserve amounts of our audited
properties determined by Ryder Scott are required, per our policy, to be within 10 percent of our proved reserve amounts for the total Company, as well as for
each respective major asset. The technical engineer at Ryder Scott primarily responsible for overseeing our reserves audit is a Managing Senior Vice President
who received a Bachelor of Science degree in Chemical Engineering from Brigham Young University in 2003. He is a licensed Professional Engineer in the
State of Texas and a member of the Society of Petroleum Engineers. The 2020 Ryder Scott report concerning our reserves is included as Exhibit 99.1.

In addition to a third-party audit, our reserves are reviewed by our management with the Audit Committee of our Board of Directors. Our management,
which includes our President and Chief Executive Officer, Executive Vice President and Chief Financial Officer, and Senior Vice President of Exploration,
Development and EHS, is responsible for reviewing and verifying that the estimate of proved reserves is reasonable, complete, and accurate. The Audit
Committee reviews a summary of the final reserves estimate in conjunction with Ryder Scott’s results and also meets with Ryder Scott representatives, separate
from our management, from time to time to discuss processes and findings.
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Production

The following table summarizes our net production volumes and realized prices for oil, gas, and NGLs produced and sold during the periods presented.
Realized prices presented below exclude the effects of derivative contract settlements. Also presented is a summary of related production expense on a per
BOE basis.

For the Years Ended December 31,

2020 2019 2018
Net production volumes
QOil (MMBDbI) 23.0 21.9 18.8
Gas (Bcf) 103.9 109.8 103.2
NGLs (MMBDbI) 6.1 8.1 7.9
Equivalent (MMBOE) () 46.4 48.3 43.9
Midland Basin net production volumes ?
Oil (MMBDbI) 21.3 20.5 16.6
Gas (Bcf) 46.6 344 25.8
NGLs (MMBbI) = = =
Equivalent (MMBOE) () 29.1 26.3 20.9
Maverick Basin net production volumes @
Oil (MMBDblI) 1.7 1.3 1.2
Gas (Bcf) 57.2 75.4 76.1
NGLs (MMBDbI) 6.1 8.1 7.9
Equivalent (MMBOE) () 17.3 21.9 21.8
Realized price, before the effect of derivative settlements
Oil (per Bbl) $ 37.08 $ 5410 $ 56.80
Gas (per Mcf) $ 180 $ 239 $ 3.43
NGLs (per Bbl) $ 1396 $ 1726 $ 27.22
Per BOE $ 2426 $ 3284 % 37.27
Production expense per BOE
Lease operating expense $ 397 § 467 $ 4.74
Transportation costs $ 3.06 $ 388 $ 4.36
Production taxes $ 099 § 135 $ 1.52
Ad valorem tax expense $ 041 $ 048 $ 0.48

() Amounts may not calculate due to rounding.
@) For each of the years ended December 31, 2020, 2019, and 2018, total estimated proved reserves attributed to our Midland Basin field and our Maverick
Basin field exceeded 15 percent of our total estimated proved reserves expressed on an equivalent basis.

Productive Wells
As of December 31, 2020, we had working interests in 801 gross (720 net) productive oil wells and 498 gross (468 net) productive gas wells.
Productive wells may be temporarily shut-in. Multiple completions in the same wellbore are counted as one well, and as of December 31, 2020, two of these

wells had multiple completions. A well is categorized under state reporting regulations as an oil well or a gas well based on the ratio of gas to oil when it first
commenced production, but such designation may not be indicative of current or future production composition.
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Drilling and Completion Activity

All of our drilling and completion activities are conducted by independent contractors using equipment they own and operate. The following table
summarizes the number of operated and outside-operated wells drilled and completed or recompleted on our properties in 2020, 2019, and 2018, excluding
non-consented projects, active injector wells, saltwater disposal wells, or wells in which we own only a royalty interest:

For the Years Ended December 31,

2020 2019 2018
Gross Net Gross Net Gross Net

Development wells
Oil 78 71 119 107 103 92
Gas — — 27 16 39 24
Non-productive — — 1 1 — —
78 71 147 124 142 116

Exploratory wells

Oil 5 5 4 4 18 14
Gas 1 1 4 4 1 1
Non-productive — — 1 1 — —
6 6 9 9 19 15
Total 84 77 156 133 161 131

Note: The number of wells drilled refers to the number of wells completed at any time during the respective year, regardless of when drilling was initiated.

In addition to the wells drilled and completed in 2020 (included in the table above), we were actively participating in the drilling of 6 gross (5 net) wells
and had 105 gross (93 net) drilled but not completed wells as of January 31, 2021. Drilled but not completed wells as of January 31, 2021, represent wells that
were being completed or were waiting on completion. The drilled but not completed well count as of January 31, 2021, includes 13 gross (13 net) wells that are
not included in our five-year development plan, 12 of which are in the Eagle Ford shale.

Title to Properties

Over 97 percent of our operated oil and gas producing assets are located on private lands, are held pursuant to oil and gas leases from private mineral
owners, and are not located on federal lands or leased from the federal government. The remainder of our operated oil and gas producing assets are located on
Texas state lands. We have obtained title opinions or have conducted other title review on substantially all of our producing properties and believe we have
satisfactory title to such properties. We obtain new or updated title opinions prior to commencing initial drilling operations on the properties that we operate. Most
of our producing properties are subject to mortgages securing indebtedness under our Credit Agreement and Senior Secured Notes, royalty and overriding
royalty interests, liens for current taxes, and other ordinary course burdens that we believe do not materially interfere with the development of such properties.
We typically perform title investigations in accordance with standards generally accepted in the oil and gas industry before acquiring developed and
undeveloped leasehold acreage.
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Acreage

The following table sets forth the number of gross and net surface acres of developed and undeveloped oil and gas leasehold, fee properties, and
mineral servitudes that we held as of December 31, 2020. Undeveloped acreage includes leasehold interests containing proved undeveloped reserves.

Developed Acres (") Undeveloped Acres ) Total
Gross Net Gross Net Gross Net

Midland Basin:
RockStar 67,475 61,376 3,258 2,898 70,733 64,274
Sweetie Peck 19,226 15,958 2,401 342 21,627 16,300
Midland Basin Total ¢ 86,701 77,334 5,659 3,240 92,360 80,574
South Texas 80,506 80,215 80,896 77,809 161,402 158,024
Other ® 16,259 11,363 89,691 25,306 105,950 36,669
Total 183,466 168,912 176,246 106,355 359,712 275,267

() Developed acreage is acreage assigned to producing wells for the state approved spacing unit for the producing formation. Our developed acreage that
includes multiple formations with different well spacing requirements may be considered undeveloped for certain formations but has been included only as
developed acreage in the table above.

@ Undeveloped acreage is acreage on which wells have not been drilled or completed to a point that would permit the production of commercial quantities of
oil, gas, and/or NGLs regardless of whether such acreage contains estimated net proved reserves.

(@) As of February 4, 2021, approximately 16, 119, and 45 net acres of undeveloped acreage are scheduled to expire by December 31, 2021, 2022, and 2023,
respectively, if production is not established or we take no other action to extend the terms of the applicable leases. Certain of our acreage, primarily in
South Texas, is subject to lease consolidation agreements containing drilling, completion, and other obligations that we currently intend to satisfy. Failure to
meet these obligations results in payments to lessors, or termination of the lease consolidation agreements, which could result in additional future lease
expirations if continuous development obligations required by individual leases are not met.

@) As of December 31, 2020, total Midland Basin acreage excludes approximately 1,726 net acres associated with drill-to-earn opportunities that we intend to
pursue.

®) " Includes other non-core acreage located in Louisiana, Montana, North Dakota, Texas, Utah, and Wyoming.

Delivery Commitments

For gathering, processing, transportation throughput, and delivery commitments, please refer to Pipeline Transportation Commitments within Note 6 —
Commitments and Contingencies in Part |l, Item 8 of this report.

Major Customers

For major customers and entities under common control that accounted for 10 percent or more of our total oil, gas, and NGL production revenue for at
least one of the years ended December 31, 2020, 2019, and 2018, please refer to Concentration of Credit Risk and Major Customers within Note 1 — Summary
of Significant Accounting Policies in Part Il, Item 8 of this report.

Human Capital

We believe that our relationship with our employees is strong. As of February 4, 2021, we had 503 full-time employees, none of whom were subject to a
collective bargaining agreement.

Our Company culture, which seeks to recognize our employees as our most valuable asset, drives the manner in which we pursue our short-term and
long-term goals, as well as our efforts to attract and retain talent. Through our culture, we work to promote:

* integrity and ethical behavior in the conduct of our business;

+ environmental, health and safety priorities;

+  prioritizing the success of others and the team;

» understanding and communicating why we do what we do and how every employee contributes to achieving success;

» collaboration and openness to new ideas and technologies that serve business improvement,

*  support for team members’ professional and personal development; and

»  support for the communities where we live and work.
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The core values of integrity and ethical behavior are the pillars of our culture, and as a result, the health and safety of our employees and contractors is
our highest priority. All employees are responsible for upholding Company-wide standards and values. We have many long-standing policies designed to
promote ethical conduct and integrity, that employees are required to read and acknowledge on an annual basis. Employees are consistently provided training
opportunities to develop skills in leadership, safety, and technical acumen, which help strengthen our efforts in conducting business with high ethical standards.

We strive to provide competitive, performance-based compensation and benefits to our employees, including market-competitive pay, short-term and
long-term incentive compensation plans, an employee stock purchase program, and various healthcare, retirement, and other benefit packages. Compensation
for our executives and employees under our short-term and long-term incentive plans is determined based on individual performance and Company
performance with respect to qualitative and quantitative metrics that include environmental, health, and safety measures. The Compensation Committee of our
Board of Directors oversees our compensation programs and regularly modifies program design to incentivize achievement of our corporate strategy and the
matters of importance to our stakeholders. Significant planning for succession of key personnel is performed each year, or more frequently as deemed
necessary by management. On an annual basis, we retain a third party to analyze our workforce demographics and conduct discrimination and pay equity
testing. No discriminatory practices have been identified and no evidence of discrimination or pay inequity has been found. Additionally, we have established
procedures and controls designed to support our objective of remaining, at all times, in material compliance with federal, state, and local laws and governmental
regulations.

Seasonality

The price of crude oil is primarily driven by global socioeconomic factors and is less affected by seasonal fluctuations; however, demand for energy is
generally higher in the winter and the summer driving season. The demand and price for gas frequently increases during winter months and decreases during
summer months. To lessen the impact of seasonal gas demand and price fluctuations, pipelines, utilities, local distribution companies, and industrial users
regularly utilize gas storage facilities and forward purchase some of their anticipated winter requirements during the summer. However, increased summertime
demand for electricity can divert gas that is traditionally placed into storage which, in turn, may increase the typical winter seasonal price. Seasonal anomalies,
such as mild winters, or other unexpected impacts, such as the Pandemic, sometimes lessen or exacerbate these fluctuations.

Certain of our drilling, completion, and other operations are also subject to seasonal limitations. Seasonal weather conditions, government regulations,
and lease stipulations could adversely affect our ability to conduct drilling activities in some of the areas where we operate. Please refer to Risk Factors in Part |,
Item 1A of this report for additional discussion.

Competition

The oil and gas industry is intensely competitive, particularly with respect to acquiring prospective oil and gas properties. We believe our acreage
positions provide a foundation for development activities that we expect to fuel our future growth. Our competitive position also depends on our geological,
geophysical, and engineering expertise, as well as our financial resources. We believe the location of our acreage; our exploration, drilling, operational, and
production expertise; available technologies; our financial resources and expertise; and the experience and knowledge of our management and technical teams
enable us to compete in our core operating areas. However, we face intense competition from many major and independent oil and gas companies, which in
some cases have larger technical teams and greater financial and operational resources than we do. Many of these companies not only engage in the
acquisition, exploration, development, and production of oil and gas reserves, but also have gathering, processing or refining operations, market refined
products, provide, dispose of and transport fresh and produced water, own drilling rigs or production equipment, or generate electricity, all of which, individually
or in the aggregate, could provide such companies with a competitive advantage.

We also compete with other oil and gas companies in securing drilling rigs and other equipment and services necessary for the drilling, completion, and
maintenance of wells, as well as for the gathering, transporting, and processing of oil, gas, NGLs and water. Consequently, we may face shortages, delays, or
increased costs in securing these services from time to time. The oil and gas industry also faces competition from alternative fuel sources, including renewable
energy sources such as solar and wind-generated energy, and other fossil fuels such as coal. Competitive conditions may be affected by future energy, climate-
related, financial, or other policies, legislation, and regulations.

In addition, we compete for people, including experienced geologists, geophysicists, engineers, and other professionals. Throughout the oil and gas
industry, the need to attract and retain talented people has grown at a time when the availability of individuals with these skills is becoming more limited due to
the evolving demographics of our industry. We are not insulated from competition for quality people, and we must compete effectively to be successful. Please
refer to Human Capital above for additional discussion.

Government Regulations

Although our regulatory compliance obligations are mitigated by the fact that we do not own or operate oil and gas properties on federal lands, nearly
every aspect of our business is subject to expansive federal, state, and local laws and governmental regulations. These laws and regulations frequently change
in response to economic or political conditions, or other developments, and
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our regulatory burden may increase in the future. Laws and regulations have the potential to increase our cost of conducting business and consequently could
affect our profitability.

Energy Regulations

Texas, the state where we conduct operations and own nearly all of our oil and gas assets, has adopted laws and regulations governing the exploration
for and production of oil, gas, and NGLs, including laws and regulations requiring permits for the drilling of wells, imposing bond requirements in order to drill or
operate wells, governing the timing of drilling and location of wells, the method of drilling and casing wells, the surface use and restoration of properties upon
which wells are drilled, and the plugging and abandonment of wells. Our operations are also subject to Texas conservation laws and regulations, including
regulations governing the size of drilling and spacing units or proration units, the number of wells that may be drilled in an area, the spacing of wells, and the
unitization or pooling of oil and gas properties. In addition, Texas conservation laws establish maximum rates of production from oil and gas wells, generally limit
or prohibit the venting or flaring of gas, and may impose certain requirements regarding the ratability or fair apportionment of production from fields and
individual wells.

Our sales of gas are affected by the availability, terms, and cost of gas pipeline transportation. The Federal Energy Regulatory Commission (“FERC”)
has jurisdiction over the transportation and sale for resale of gas in interstate commerce. FERC’s current regulatory framework generally provides for a
competitive and open access market for sales and transportation of gas. However, FERC regulations continue to affect the midstream and transportation
segments of the industry, and thus can indirectly affect the sales prices we receive for gas production.

Environmental, Health and Safety Matters

General. Our operations are subject to stringent and complex federal, state, and local laws and regulations governing protection of the environment and
worker health and safety as well as the discharge of materials into the environment. These laws and regulations may, among other things:

* require the acquisition of various permits before drilling commences;

« restrict the types, quantities and concentration of various substances that may be released into the environment in connection with oil and gas
drilling and production and saltwater disposal activities;

+ limit or prohibit drilling activities on certain lands lying within wilderness, wetlands and other protected areas, including areas containing certain
wildlife or threatened and endangered plant and animal species; and

* require remedial measures to mitigate pollution from former and ongoing operations, such as closing pits and plugging abandoned wells.

These laws, rules, and regulations may also restrict the rate of oil and gas production below the rate that would otherwise be possible. The regulatory
burden on the oil and gas industry increases the cost of conducting business and consequently affects profitability. Additionally, environmental laws and
regulations are revised frequently, and any changes may result in more stringent, or different permitting, waste handling, disposal, and cleanup requirements for
the oil and gas industry and could have a significant impact on our operating costs.

The following is a summary of some of the existing laws, rules, and regulations to which our business is subject.

Waste handling. The Resource Conservation and Recovery Act (‘RCRA”) and comparable state statutes regulate the generation, transportation,
treatment, storage, disposal, and cleanup of hazardous and non-hazardous wastes. Under the auspices of the United States Environmental Protection Agency
(“EPA"), individual states administer some or all of the provisions of RCRA, sometimes in conjunction with their own, more stringent requirements. Drilling fluids,
produced water, and most of the other wastes associated with the exploration, development, and production of oil or gas are currently regulated under RCRA’s
non-hazardous waste provisions. However, it is possible that certain oil and gas exploration and production wastes now classified as non-hazardous could be
classified as hazardous wastes in the future. Any such change could result in an increase in our costs to manage and dispose of wastes, which could have a
material adverse effect on our results of operations and financial position.

Comprehensive Environmental Response, Compensation, and Liability Act. The Comprehensive Environmental Response, Compensation, and Liability
Act (“CERCLA”), also known as the Superfund law, imposes joint and several liability, without regard to fault or legality of conduct, on classes of persons who
are considered to be responsible for the release or threatened release of a hazardous substance into the environment. These persons include the owner or
operator of the site where the release occurred, and anyone who disposed or arranged for the disposal of a hazardous substance released at the site. Under
CERCLA, such persons may be subject to joint and several liability for the costs of cleaning up the hazardous substances that have been released into the
environment, for damages to natural resources and for the costs of environmental investigation and certain health studies. In addition, it is not uncommon for
third-parties to file claims for personal injury and property damage allegedly caused by the hazardous substances released into the environment.
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We currently own, lease, or operate numerous properties that have been used for oil and gas exploration and production for many years. Although we
believe we have utilized operating and waste disposal practices that were standard in the industry at the time, hazardous substances, wastes, or hydrocarbons
may have been released on or under the properties owned or leased by us, or on or under other locations, including off-site locations, where such substances
have been taken for disposal. In addition, some of our properties have been operated by third-parties or by previous owners or operators whose treatment and
disposal of hazardous substances, wastes, or hydrocarbons were not under our control. These properties and the substances disposed or released on them
may be subject to CERCLA, RCRA, and analogous state laws. Under such laws, we could be required to remove previously disposed substances and wastes,
pay fines, remediate contaminated property, or perform remedial operations to prevent future contamination.

Water discharges. The federal Water Pollution Control Act (“Clean Water Act”) and analogous state laws impose restrictions and strict controls with
respect to the discharge of pollutants, including spills and leaks of oil and other substances, into waters of the United States and states. The discharge of
pollutants into regulated waters is prohibited, except in accordance with the terms of a permit issued by the EPA, or analogous state agencies. In addition, the
Clean Water Act regulates wastewater generated by unconventional oil and gas operations during the hydraulic fracturing process and discharged to publicly-
owned wastewater treatment facilities. The Clean Water Act also prohibits discharge of dredged or fill material into waters of the United States, including
wetlands, except in accordance with the terms of a permit issued by the United States Army Corps of Engineers, or a state if the state has assumed authority to
issue such permits. Federal and state regulatory agencies can impose administrative, civil, and criminal penalties for non-compliance with discharge permits or
other requirements of the Clean Water Act and analogous state laws and regulations.

The QOil Pollution Act of 1990 (“OPA”) addresses prevention, containment and cleanup, and liability associated with oil pollution. OPA applies to vessels,
offshore platforms, and onshore facilities. OPA subjects owners of such facilities to strict liability for containment and removal costs, natural resource damages
and certain other consequences of oil spills into jurisdictional waters. Any unpermitted release of petroleum or other pollutants from our operations could result in
governmental penalties and civil liability.

Air emissions. The federal Clean Air Act (“CAA”) and comparable state laws regulate emissions of various air pollutants through air emissions
permitting programs and the imposition of other requirements, such as requirements for emission capture and control. In addition, the EPA has developed, and
continues to develop, stringent regulations governing emissions of hazardous air pollutants at specified sources. Federal and state regulatory agencies can
impose administrative, civil, and criminal penalties for non-compliance with air permits or other requirements of the CAA and associated state laws and
regulations.

Climate change. In December 2009, the EPA determined that emissions of carbon dioxide, methane, and other “greenhouse gases” (“GHG”) present
an endangerment to public health and the environment because emissions of such gases are, according to the EPA, contributing to warming of the earth’s
atmosphere and other climatic changes. Based on these findings, the EPA began adopting and implementing a comprehensive suite of regulations to restrict
emissions of GHGs under existing provisions of the CAA. While the Trump administration had taken steps to rescind or review many of these regulations, the
Biden administration has ordered a review of agency actions taken under the Trump administration, specifically targeting, among other things, the Trump
administration’s actions on regulation of methane emissions from the oil and gas sector. Legislative and regulatory initiatives related to climate change could
have an adverse effect on our operations and the demand for oil and gas. Please refer to Risk Factors - Risks Related to Oil and Gas Operations and the
Industry - Legislative and regulatory initiatives and litigation related to global warming and climate change could have an adverse effect on our operations and
the demand for oil, gas, and NGLs. In addition to the effects of regulation, the meteorological effects of global climate change could pose additional risks to our
operations, including physical damage risks associated with more frequent, more intensive storms and flooding, and could adversely affect the demand for our
products.

Endangered species. The federal Endangered Species Act and analogous state laws regulate activities that could have an adverse effect on
threatened or endangered species. Some of our operations are conducted in areas where protected species are known to exist. In these areas, we may be
obligated to develop and implement plans to avoid potential adverse impacts on protected species, and we may be prohibited from conducting operations in
certain locations or during certain seasons, such as breeding and nesting seasons, when our operations could have an adverse effect on these species. It is
also possible that a federal or state agency could order a complete halt to activities in certain locations if it is determined that such activities may have a serious
adverse effect on a protected species. The presence of a protected species in areas where we perform drilling, completion, and production activities could impair
our ability to timely complete well drilling and development and could adversely affect our future production from those areas.

OSHA and other laws and regulations. We are subject to the requirements of OSHA and comparable state statutes. The OSHA hazard communication
standard, the EPA community right-to-know regulations under Title 1l of CERCLA and similar state statutes require that we organize and/or disclose information
about hazardous materials used or produced in our operations. Also, pursuant to OSHA, the Occupational Safety and Health Administration has established a
variety of standards relating to workplace exposure to hazardous substances and employee health and safety. We believe we are in substantial compliance with
the applicable requirements of OSHA and comparable laws.

Hydraulic fracturing. Hydraulic fracturing is an important and common practice used to stimulate production of hydrocarbons from tight shale
formations. We routinely utilize hydraulic fracturing techniques in most of our drilling and completion programs. The process involves the injection of water, sand,
and chemicals under pressure into the formation to fracture the surrounding rock and stimulate production. The process is typically regulated by state oil and
gas commissions. However, even on private lands, the EPA has asserted federal regulatory authority over hydraulic fracturing involving diesel additives under
the Safe Drinking Water Act’s
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Underground Injection Control Program. The federal Safe Drinking Water Act protects the quality of the nation’s public drinking water through the adoption of
drinking water standards and controlling the injection of waste fluids, including saltwater disposal fluids, into below-ground formations that may adversely affect
drinking water sources.

Increased regulation and scrutiny on oil and gas activities involving hydraulic fracturing techniques could potentially lead to a decrease in the
completion of new oil and gas wells, an increase in compliance costs, delays, and changes in federal income tax laws, all of which could adversely affect our
financial position, results of operations and cash flows. As new laws or regulations that significantly restrict hydraulic fracturing are adopted at the state and local
levels, such laws could make it more difficult or costly for us to perform fracturing to stimulate production from tight formations. In addition, if hydraulic fracturing
becomes regulated at the federal level as a result of federal legislation or regulatory initiatives by the EPA or other federal agencies, our fracturing activities
could become subject to additional permitting requirements, which could result in additional permitting delays and potential increases in costs. Restrictions on
hydraulic fracturing could also reduce the amount of oil and gas that we are ultimately able to produce from our reserves.

We believe the trend in local, state, and federal environmental legislation and regulation will continue toward stricter standards. While we believe we
are in substantial compliance with existing environmental laws and regulations applicable to our current operations and that our continued compliance with
existing requirements will not have a material adverse impact on our financial condition and results of operations, we cannot give any assurance that we will not
be adversely affected in the future.

Environmental, Health and Safety Initiatives. We are committed to exceptional safety, health, and environmental stewardship; making a positive
difference in the communities where we live and work; and transparency in reporting on our progress in these areas. We set annual goals for our environmental,
health and safety program focused on reducing the number of safety related incidents and the number and impact of spills of produced fluids. In addition, we set
annual goals for GHG emissions intensity and methane emissions as a percentage of total methane produced. We also periodically conduct audits of our
operations to ensure regulatory compliance and we strive to provide appropriate training for our employees. Reducing air emissions as a result of leaks, venting,
or flaring of gas during operations has become a major focus area as we consider this a best practice and seek to comply with regulations. While flaring is
sometimes necessary, reducing these volumes is a priority for us. To avoid flaring when possible, we restrict testing periods and connect our production to gas
pipeline infrastructure as quickly as possible after well completions. We have incurred in the past, and expect to incur in the future, capital costs related to
environmental compliance. Such expenditures are included within our overall capital budget and are not separately itemized.

Available Information

Our internet website address is www.sm-energy.com. We routinely post important information for investors on our website. Within our website’s
investor relations section, we make available free of charge our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports filed with or furnished to the SEC under applicable securities laws. These materials are made available as soon as reasonably
practical after we electronically file such materials with or furnish such materials to the SEC, and can be located at www.sec.gov. We also make available
through our website our Corporate Governance Guidelines, Code of Business Conduct and Conflict of Interest Policy, Financial Code of Ethics, and the Charters
of the Audit, Compensation, Executive, and Environmental, Social and Governance Committees of our Board of Directors. Information on our website is not
incorporated by reference into this report and should not be considered part of this document.

ITEM 1A. RISK FACTORS
In addition to the other information included in this report, the following risk factors should be carefully considered when evaluating an investment in us.
Risks Related to Commodity Prices and Global Macroeconomics

Oil, gas, and NGL prices are volatile, and declines in prices may adversely affect our profitability, financial condition, cash flows, access to capital, and ability to
grow.

Our revenues, operating results, profitability, future rate of growth, and the carrying value of our oil and gas properties depend heavily on the prices we
receive for oil, gas, and NGL sales. Oil, gas, and NGL prices also affect our cash flows available for capital expenditures, debt reductions, and other
expenditures, our borrowing capacity, and the volume and value of our oil, gas, and NGL reserves. In addition, we may have oil and gas property impairments or
downward revisions of estimates of proved reserves if prices fall significantly. Please refer to Significant Developments in 2020 and Reserves in Part |, ltems 1
and 2, Comparison of Financial Results and Trends Between 2020 and 2019 and Between 2019 and 2018 in Part Il, Item 7, and Note 1 — Summary of
Significant Accounting Policies, Note 11 — Fair Value Measurements, and Supplemental Oil and Gas Information (unaudited) in Part I, Item 8 for specific
discussion.
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Historically, the markets for oil, gas, and NGLs have been volatile, and they are likely to continue to be volatile. Wide fluctuations in oil, gas, and NGL
prices often result from relatively minor changes in the supply of and demand for oil, gas, and NGLs, market uncertainty, and other factors that are beyond our
control, including:

» global and domestic supplies of oil, gas, and NGLs, and the productive capacity of the industry as a whole;

+ the level of consumer demand for oil, gas, and NGLs;

« overall global and domestic economic conditions;

*  weather conditions;

« the availability and capacity of gathering, transportation, processing, and/or refining facilities in asset-specific or localized areas;
» liquefied natural gas deliveries to and from the United States;

+ the price and availability of alternative fuels or sources of energy;

» technological advances in, and regulations affecting, energy consumption and conservation;

+ the ability of the members of the Organization of Petroleum Exporting Countries and other exporting countries to maintain effective oil price and
production controls;

»  political instability or armed conflict in oil or gas producing regions;
» actual or perceived epidemic or pandemic risks;
» strengthening and weakening of the United States dollar relative to other currencies;

+ stockholder activism or activities by non-governmental organizations to limit sources of funding or restrict the exploration and production of oil, gas,
and NGLs and related infrastructure; and

+ governmental regulations and taxes.

Declines in oil, gas, and NGL prices would reduce our revenues and could also reduce the amount of oil, gas, and NGLs that we can produce
economically, which could have a material adverse effect on our business, financial condition, liquidity, results of operations, and prospects.

The global COVID-19 Pandemic has impacted and will likely continue to impact us, and could have a material adverse effect on our business, financial
condition, liquidity, results of operations and prospects.

Since the beginning of 2020, the Pandemic has spread across the globe and disrupted economies around the world, including the oil, gas and NGL
industry in which we operate. The rapid spread of the virus has led to the implementation of various responses, including federal, state and local government-
imposed quarantines, shelter-in-place recommendations and mandates, sweeping restrictions on travel, and other public health and safety measures, nearly all
of which have materially reduced global demand for crude oil and could continue to result in decreased demand for our oil, gas, and NGL production. The extent
to which the Pandemic will continue to affect our business, financial condition, liquidity, results of operations, prospects, and the demand for our production will
depend on future developments, which are highly uncertain and cannot be predicted with confidence, including the duration or any recurrence of the outbreak
and responsive measures, additional or modified government actions, new information which may emerge concerning the severity of the Pandemic, and the
effectiveness of actions taken to contain COVID-19 or treat its impact, such as vaccine or other treatment protocol, now or in the future, among others. In
addition to the risks directly related to the Pandemic that are discussed throughout this report, the Pandemic is likely to increase the likelihood and magnitude of
the other risk factors described in this section.

Weakness in economic conditions or uncertainty in financial markets may have material adverse impacts on our business that we cannot predict.

In the last decade, the United States and global economies and financial systems have experienced turmoil and upheaval characterized by extreme
volatility in prices of equity and debt securities, periods of diminished liquidity and credit availability, inability to access capital markets, the bankruptcy, failure,
collapse, or sale of financial institutions, and an unprecedented level of intervention by the United States federal government and other governments. Weakness
or uncertainty in the United States economy or other large economies could materially adversely affect our business and financial condition. For example:

» the tightening of credit or lack of credit availability to our customers could adversely affect our ability to collect our trade receivables;
» the liquidity available under our Credit Agreement could be reduced if any lender is unable to fund its commitment;

+ our ability or the ability of our suppliers or contractors to access the capital markets may be restricted or non-existent at a time when we or they
would like, or need, to raise capital for our or their business, including for the exploration and/or development of reserves;

» our commodity derivative contracts could become economically ineffective if our counterparties are unable to perform their obligations or seek
bankruptcy protection; and

22



e variable interest rate spread levels, including for London Interbank Offered Rate (“LIBOR”) (or any applicable replacement rate) and the prime rate,
could increase significantly, resulting in higher interest costs for unhedged variable interest rate based borrowings under our Credit Agreement.

Risks Related to Oil and Gas Operations and the Industry
If we are unable to replace reserves, we will not be able to sustain production.

Our future operations depend on our ability to find or acquire and develop oil, gas, and NGL reserves that are economically producible. Our properties
produce oil, gas, and NGLs at a declining rate over time. In order to maintain current production rates, we must locate or acquire and develop new oil, gas, and
NGL reserves to replace those being depleted by production.

For our prior acquisitions, as well as any future acquisitions we may complete, a successful outcome for our business will depend on a number of
factors, many of which are beyond our control. These factors include the purchase price and transaction costs for the acquisition, future oil, gas, and NGL
prices, the ability to reasonably estimate the recoverable volumes of reserves, rates of future production and future net revenues attainable from reserves, future
operating and capital costs, results of future exploration, exploitation, and development activities on the acquired properties, and future abandonment and
possible future environmental or other liabilities. There are numerous uncertainties inherent in estimating these variables with respect to prospective acquisition
targets. Actual results may vary substantially from those assumed in the estimates. Our customary review in connection with acquisitions will not necessarily
reveal, or allow us to fully assess, all existing or potential problems and deficiencies with such properties. We do not inspect every well, and even when we
inspect a well, we may not discover structural, subsurface, or environmental problems that may exist or arise. We may not be entitled to contractual
indemnification for pre-closing liabilities, including environmental liabilities. We often acquire interests in properties on an “as-is” basis with limited remedies for
breaches of representations and warranties.

Additionally, significant acquisitions can change the nature of our operations and business depending upon the character of the acquired properties if
they have substantially different operating and geological characteristics or are in different geographic locations than our existing properties. To the extent that
acquired properties are substantially different than our existing properties, our ability to efficiently realize the expected economic benefits of such transactions
may be limited.

Integrating acquired businesses and properties involves a number of unique risks. These risks include the possibility that management may be
distracted from regular business concerns by the need to integrate operations and systems and that unforeseen difficulties can arise in integrating operations
and systems and in retaining and assimilating employees. Any of these or other similar risks could lead to potential adverse short-term or long-term effects on
our operating results and may cause us to not be able to realize any or all of the anticipated benefits of the acquisitions.

Our ability to sell oil, gas, and NGLs, and/or receive market prices for our production, may be adversely affected by constraints on gathering systems,
processing facilities, pipelines, and other transportation systems owned or operated by third-parties or by other interruptions beyond our control, which could
obstruct, limit, or eliminate our access to oil, gas, and NGL markets.

The marketability of our oil, gas, and NGL production depends in part on the availability, proximity, and capacity of gathering systems, processing
facilities, pipelines, and other transportation systems, which are generally owned or operated by third parties. Any significant interruption in service from,
damage to, or lack of available capacity in these systems and facilities can result in the shutting-in of producing wells, the delay, or discontinuance of
development plans for our properties, or lower price realizations. Although we have some influence over the processing and transportation of our operated
production, material changes in these business relationships could materially affect our operations. Federal and state regulation of oil, gas, and NGL production
and transportation, tax and energy policies, changes in supply and demand, pipeline pressures, damage to or destruction of pipelines or processing facilities,
infrastructure or capacity constraints, and general economic conditions could adversely affect our ability to produce, gather, process, transport, or market oil,
gas, and NGLs.

Production may be interrupted, or shut in, from time to time for numerous reasons, including as a result of weather conditions, accidents, loss of
pipeline, gathering, processing or transportation system access or capacity, field labor issues or strikes, or we might voluntarily curtail production in response to
market or other conditions. If a substantial amount of our production is interrupted at the same time, it could adversely affect our cash flows and results of
operations.

Competition in our industry is intense, and many of our competitors have greater financial, technical, and human resources than we do.

We face intense competition from oil and gas exploration and production companies of all sizes, and institutional and individual investors who seek oil
and gas investments throughout the world, as well as for the equipment, expertise, labor, and materials required to operate oil and gas properties. Many of our
competitors have financial, technical, and other resources exceeding those available to us, and many oil and gas properties are sold in a competitive bidding
process in which our competitors may be able and willing to pay more for exploratory and development prospects and productive properties, or in which our
competitors have technological information or expertise that is not available to us to evaluate and successfully bid for properties. As a result, we may not be
successful in acquiring and developing profitable properties. In addition, other companies may have a greater ability to continue drilling activities during
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periods of low oil or gas prices and to absorb the burden of current and future governmental regulations and taxation. In addition, shortages of equipment, labor,
or materials as a result of intense competition may result in increased costs or the inability to obtain those resources as needed. Our inability to compete
effectively with companies in any area of our business could have a material adverse impact on our business activities, financial condition, and results of
operations.

The loss of key personnel could adversely affect our business.

We depend to a large extent on the efforts and continued employment of our executive management team and other key personnel. The loss of their
services could adversely affect our business. Our drilling success and the success of other activities integral to our operations will depend, in part, on our ability
to attract and retain experienced geologists, engineers, landmen, and other professionals. Competition for many of these professionals can be intense. If we
cannot retain our technical personnel or attract additional experienced technical personnel and professionals, our ability to compete could be harmed.

The actual quantities and present value of our proved oil, gas, and NGL reserves may be less than we have estimated.

This report and certain of our other SEC filings contain estimates of our proved oil, gas, and NGL reserves and the present value of estimated future
net revenues from those reserves. The process of estimating reserves is complex and estimates are based on various assumptions, including geological and
geophysical characteristics, future oil, gas, and NGL prices, drilling and completion costs, gathering and transportation costs, operating expenses, capital
expenditures, effects of governmental regulation, taxes, timing of operations, and availability of funds. Therefore, these estimates are inherently imprecise. In
addition, our reserve estimates for properties with limited production history may be less reliable than estimates for properties with lengthy production histories.

Actual future production; prices for oil, gas, and NGLs; revenues; production taxes; development expenditures; operating expenses; and quantities of
producible oil, gas, and NGL reserves will most likely vary from those estimated. Any significant variance could materially affect the estimated quantities of and
present value related to proved reserves disclosed by us, and the actual quantities and present value may be significantly less than what we have previously
estimated. Our properties may also be susceptible to hydrocarbon drainage from production on adjacent properties, which we may not control.

As of December 31, 2020, 43 percent, or 175.3 MMBOE, of our estimated proved reserves were proved undeveloped. In order to develop our proved
undeveloped reserves, as of December 31, 2020, we estimate approximately $1.1 billion of capital expenditures would be required. Although we have estimated
our proved reserves and the costs associated with these proved reserves in accordance with industry standards, estimated costs may not be accurate,
development may not occur as scheduled, and actual results may not occur as estimated.

One should not assume that the standardized measure of discounted future net cash flows or PV-10 included in this report represent the current market
value of our estimated proved oil, gas, and NGL reserves. Management has based the estimated discounted future net cash flows from proved reserves on
price and cost assumptions required by the SEC, whereas actual future prices and costs may be materially higher or lower. Please refer to Reserves in Part |,
Iltems 1 and 2 of this report for discussion regarding the prices used in estimating the present value of our proved reserves as of December 31, 2020, and to the
caption Oil and Gas Reserve Quantities under Critical Accounting Policies and Estimates in Part I, ltem 7 of this report for additional information.

The timing of production from oil and gas properties and of related expenses affects the timing of actual future net cash flows from proved reserves,
and thus their actual present value. Our actual future net cash flows could be less than the estimated future net cash flows for purposes of computing PV-10. In
addition, the 10 percent discount factor required by the SEC to be used to calculate PV-10 for reporting purposes is not necessarily the most appropriate
discount factor given actual interest rates, costs of capital, and other risks to which our business and the oil and gas industry in general are subject.

Our disposition activities may be subject to factors beyond our control, and in certain cases we may retain unforeseen liabilities for certain matters.

We regularly sell non-core assets in order to increase capital resources available for core assets and other purposes and to create organizational and
operational efficiencies. We also occasionally sell interests in core assets for the purpose of accelerating the development and increasing efficiencies in other
core assets. Various factors could materially affect our ability to dispose of such assets, including the approvals of governmental agencies or third parties, the
availability of purchasers willing to acquire the assets on terms we deem acceptable, or other matters or uncertainties that could impact such dispositions,
including whether transactions could be consummated or completed in the form or timing and for the value that we anticipate. At times we may be required to
retain certain liabilities or agree to indemnify buyers in connection with such asset sales. The magnitude of such retained liabilities or of the indemnification
obligations may be difficult to quantify at the time of the transaction and ultimately could be material.

We rely on third-party service providers to conduct drilling and completion and other related operations.

We rely on third-party service providers to perform necessary drilling and completion and other related operations. The ability of third-party service
providers to perform such operations will depend on those service providers’ ability to compete for and retain
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qualified personnel, financial condition, economic performance, and access to capital, which in turn will depend upon the supply and demand for oil, gas, and
NGLs, prevailing economic conditions, and financial, business, and other factors. In addition, sustained low commodity prices could cause third-party service
providers to consolidate or declare bankruptcy, which could limit our options for engaging such providers. The failure of a third-party service provider to
adequately perform operations could delay drilling or completion or reduce production from the property and adversely affect our financial condition and results
of operations.

Title to the properties in which we have an interest may be impaired by title defects.

We generally rely on title due diligence reports when acquiring oil and gas leasehold interests, and we obtain title opinions prior to commencing initial
drilling operations on the properties we operate. Title to the properties in which we have an interest may be impaired by title defects that may not be identified in
the due diligence title reports or title opinions we obtain, or such defects may not be cured following identification. A material title defect can reduce the value of
a property or render it worthless, thus adversely affecting our oil and gas reserves, financial condition, results of operations, and operating cash flow, and may
also impair the value of or render adjacent properties uneconomic to develop. Undeveloped acreage has greater risk of title defects than developed acreage and
title insurance is not generally available for oil and gas properties.

Oil and gas drilling, completion, and production activities are subject to numerous risks, including the risk that no commercially producible oil, gas, or NGLs will
be found.

The cost of drilling and completing wells is often uncertain, and oil, gas, or NGLs drilling and production activities may be shortened, delayed, or
canceled as a result of a variety of factors, many of which are beyond our control. These factors may include, but are not limited to:

* unexpected adverse drilling or completion conditions;

+ title problems;

» disputes with owners or holders of surface interests on or near areas where we operate;
+  pressure or geologic irregularities in formations;

* engineering and construction delays;

* equipment failures or accidents;

* hurricanes, tornadoes, flooding, or other adverse weather conditions;

* governmental permitting delays;

» compliance with environmental and other governmental requirements; and

» shortages or delays in the availability of or increases in the cost of drilling rigs and crews, fracture stimulation crews and equipment, pipe,
chemicals, water, sand, and other supplies.

The wells we drill may not be productive, and we may not recover all or any portion of our investment in such wells. The seismic data and other
technologies we use do not allow us to know conclusively prior to drilling a well if oil, gas, or NGLs are present, or whether they can be produced economically.
Drilling activities can result in dry holes or wells that are productive but do not produce sufficient net revenues after operating and other costs to cover drilling
and completion costs. Even if sufficient amounts of oil, gas, or NGLs exist, we may damage a potentially productive hydrocarbon-bearing formation or
experience mechanical difficulties while drilling or completing a well, which could result in reduced or no production from the well, significant expenditure to
repair the well, and/or the loss and abandonment of the well.

Another significant risk inherent in our drilling plans is the need to obtain drilling permits from state, local, and other governmental authorities. Delays in
obtaining regulatory approvals and drilling permits, including delays that jeopardize our ability to realize the potential benefits from leased properties within the
applicable lease periods, the failure to obtain a drilling permit for a well, or the receipt of a permit with unreasonable conditions or costs could have a materially
adverse effect on our ability to explore or develop our properties.

Results in newer resource plays may be more uncertain than results in resource plays that are more developed and have longer established production
histories. We, and the industry, generally have less information with respect to the ultimate recoverability of reserves and the production decline rates in newer
resource plays than other areas with longer histories of development and production. Drilling and completion techniques that have proven to be successful in
other resource plays are being used in the early development of new plays; however, we can provide no assurance of the ultimate success of these drilling and
completion techniques.

We may not be able to obtain any options or lease rights in potential drilling locations that we identify. Unless production is established within the
spacing units covering undeveloped acres on which our drilling locations are identified, the leases for such acreage will expire and we will lose our right to
develop the related properties. Our total net acreage as of February 4, 2020, that is scheduled to expire over the next three years, represents less than one
percent of our total net undeveloped acreage as of December 31, 2020. Although we have identified numerous potential drilling locations, we may not be able to
economically drill for and produce
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oil, gas, or NGLs from all of them, and our actual drilling activities may materially differ from those presently identified, which could adversely affect our financial
condition, results of operations and operating cash flow.

The results of our operations are subject to drilling and completion technique risks, and results may not meet our expectations for reserves or production. As a
result, we may incur material write-downs, and the value of our undeveloped acreage could decline if drilling results are unsuccessful.

Many of our operations involve utilizing the latest drilling and completion techniques as developed by us, other operators and our service providers in
order to maximize production and ultimate recoveries and therefore generate the highest possible returns. Risks we face while drilling include, but are not limited
to, landing our well bore outside the desired drilling zone, deviating from the desired drilling zone while drilling horizontally through the formation, the inability to
run our casing the entire length of the well bore, and the inability to run tools and recover equipment consistently through the horizontal well bore. Risks we face
while completing our wells include, but are not limited to, the inability to fracture stimulate the planned number of stages, the inability to run tools and other
equipment the entire length of the well bore during completion operations, the inability to recover such tools and other equipment, and the inability to
successfully clean out the well bore after completion of the final fracture stimulation.

In addition, exploration and drilling technologies we currently use or implement in the future may become obsolete. If we are unable to maintain
technological advancements consistent with industry standards, our operations and financial condition may be adversely affected. We cannot be certain we will
be able to implement exploration and drilling technologies on a timely basis or at a cost that is acceptable to us.

Ultimately, the success of exploration, drilling, and completion technologies and techniques can only be evaluated over time as more wells are drilled
and production profiles are established over a sufficiently long time period. If our drilling results are less than anticipated or we are unable to execute our drilling
program because of capital constraints, lease expirations, limited access to gathering systems and takeaway capacity, and/or prices for oil, gas, and NGLs
decline, then the return on our investment for a particular project may not be as attractive as we anticipated and we could incur material write-downs of oil and
gas properties and the value of our undeveloped acreage could decline in the future.

Many of our properties are in areas that may have been partially depleted or drained by offset wells and certain of our wells may be adversely affected by
actions other operators may take when drilling, completing, or operating wells that they own.

Many of our properties are in areas that may have already been partially depleted or drained by earlier offset drilling. The owners of leasehold interests
adjoining any of our properties could take actions, such as drilling and completing additional wells, which could adversely affect our operations. When a new well
is completed and produced, the pressure differential in the vicinity of the well causes the migration of reservoir fluids toward the new wellbore (and potentially
away from existing wellbores). As a result, the drilling and production of these potential locations could cause a depletion of our proved reserves and may inhibit
our ability to further develop our proved reserves. In addition, completion operations and other activities conducted on adjacent or nearby wells could cause
production from our wells to be shut in for indefinite periods of time, result in increased lease operating expenses and adversely affect the production and
reserves from our wells after they re-commence production. We have no control over the operations or activities of offsetting operators.

The inability of customers or co-owners of assets to meet their obligations may adversely affect our financial results.

Substantially all of our accounts receivable result from oil, gas, and NGL sales or joint interest billings to co-owners of oil and gas properties we
operate. This concentration of customers and joint interest owners may impact our overall credit risk because these entities may be similarly affected by various
economic and other market conditions, including declines in oil, gas, and NGL prices. The loss of one or more of these customers could reduce competition for
our products and negatively impact the prices of commodities we sell. We do not believe the loss of any single purchaser would materially impact our operating
results, as we have numerous options for purchasers in each of our operating areas for our oil, gas, and NGL production. Please refer to Concentration of Credit
Risk and Major Customers in Note 1 — Summary of Significant Accounting Policies, in Part Il, Item 8 of this report for further discussion of our concentration of
credit risk and major customers. Additionally, the inability of our co-owners to pay joint interest billings could negatively impact our cash flows and financial ability
to drill and complete current and future wells.

We have entered into firm transportation contracts that require us to pay fixed sums of money to our counterparties regardless of quantities actually shipped,
processed, or gathered. If we are unable to deliver the necessary quantities of oil, gas, NGL, or produced water to our counterparties, our results of operations,
financial position, and liquidity could be adversely affected.

As of December 31, 2020, we were contractually committed to deliver a minimum of 16 MMBDbI of oil and 257 Bcf of gas through 2024, and 17 MMBbI
of produced water through 2027. We may enter into additional firm transportation agreements as we expand the development of our resource plays. We do not
expect to incur any material shortfalls related to our existing contractual commitments. In the event we encounter delays in drilling and completing our wells or
otherwise due to construction, interruptions of operations, or delays in connecting new volumes to gathering systems or pipelines for an extended period of time,
or if we further limit our capital expenditures due to future commodity price declines or for other reasons, the requirements to pay for quantities not delivered
could have a material impact on our results of operations, financial position, and liquidity.
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Negative public perception and investor sentiment regarding our business and the oil and gas industry as a whole could adversely affect our business,
operations, and our ability to attract capital.

Certain segments of the public as a whole, and the investment community in particular, have developed negative sentiment towards our industry.
Recent equity returns in the sector versus other industry sectors have led to lower oil and gas representation in certain key equity market indices. In addition,
some investors, including investment management firms, sovereign wealth and pension funds, university endowments and other investment advisors, have
adopted policies to discontinue or reduce their investments in the oil and gas sector based on social and environmental considerations. Furthermore, other
influential stakeholders have pressured commercial and investment banks to reduce or cease financing of oil and gas companies and related infrastructure
projects.

Such developments, including increased focus on environmental, social and governance matters and initiatives aimed at limiting climate change and
reducing air pollution, and changes in federal income tax laws could result in downward pressure on the stock prices of oil and gas companies, including ours.
This may also potentially result in a reduction of available capital funding for potential development projects, impacting our future financial results.

We are subject to operating and environmental risks and hazards that could result in substantial losses or liabilities that may not be fully insured.

Oil and gas operations are subject to many risks, including human error and accidents, that could cause personal injury, death, property damage, well
blowouts, craterings, explosions, uncontrollable flows of oil, gas and NGLs, or well fluids, releases or spills of completion fluids, spills or releases from facilities
and equipment used to deliver or store these materials, spills or releases of brine or other produced or flowback water, subsurface conditions that prevent us
from stimulating the planned number of completion stages, accessing the entirety of the wellbore with our tools during completion, or removing materials from
the wellbore to allow production to begin, fires, adverse weather such as hurricanes or tornadoes, freezing conditions, floods, droughts, formations with
abnormal pressures, pipeline ruptures or spills, pollution, seismic events, releases of toxic gas such as hydrogen sulfide, and other environmental risks and
hazards. If any of these types of events occurs, we could sustain substantial losses.

Furthermore, if we experience any of the problems with well stimulation and completion activities referenced above, our ability to explore for and
produce oil, gas, or NGLs may be adversely affected. We could incur substantial losses or otherwise fail to realize reserves in particular formations as a result of
the need to shut down, abandon, or relocate drilling operations, the need to modify drill sites to lessen the risk of spills or releases, the need to investigate
and/or remediate any spills, releases or ground water contamination that might have occurred, and the need to suspend our operations.

There is inherent risk of incurring significant environmental costs and liabilities in our operations due to our current and past generation, handling, and
disposal of materials, including produced water, solid and hazardous wastes, and petroleum hydrocarbons. We may incur joint and several, and/or strict liability
under applicable United States federal and state environmental laws in connection with releases of petroleum hydrocarbons and other hazardous substances at,
on, under or from our leased or owned properties, some of which have been used for oil and gas exploration and production activities for a number of years,
often by third-parties not under our control. For our outside-operated properties, we are dependent on the operator for operational and regulatory compliance
and could be subject to liabilities in the event of non-compliance. These properties and the wastes disposed thereon or therefrom could be subject to stringent
and costly investigatory or remedial requirements under applicable laws, some of which are strict liability laws without regard to fault or the legality of the original
conduct, including CERCLA or the Superfund law, RCRA, the Clean Water Act, the CAA, the OPA, and analogous state laws. Under various implementing
regulations, we could be required to remove or remediate previously disposed wastes (including wastes disposed of or released by prior owners or operators) or
property contamination (including groundwater contamination), to perform natural resource mitigation or restoration practices, or to perform remedial plugging or
closure operations to prevent future contamination. In addition, it is not uncommon for neighboring landowners and other third-parties to file claims for personal
injury or property damage, including induced seismicity damage, allegedly caused by the release of petroleum hydrocarbons or other hazardous substances into
the environment. As a result, we may incur substantial liabilities to third-parties or governmental entities, which could reduce or eliminate funds available for
exploration, development, or acquisitions, or cause us to incur losses.

We maintain insurance against some, but not all, of these potential risks and losses. We have significant but limited coverage for sudden environmental
damage. We do not believe that insurance coverage for the full potential liability that could be caused by environmental damage that occurs gradually over time
is appropriate for us at this time given the nature of our operations and the nature and cost of such coverage. Further, we may elect not to obtain insurance
coverage under circumstances where we believe that the cost of available insurance is excessive relative to the risks to which we are subject. Accordingly, we
may be subject to liability or may lose substantial assets in the event of environmental or other damages. If a significant accident or other event occurs and is
not fully covered by insurance, we could suffer an uninsured material loss.

Our operations are subject to complex laws and regulations, including environmental regulations that result in substantial costs and other risks.
Federal, state, and local authorities extensively regulate the oil and gas industry. Legislation and regulations affecting the industry are under constant

review for amendment or expansion, raising the possibility of changes that may become more stringent and, as a result, may affect, among other things, the
pricing, or marketing of oil, gas, and NGL production. Non-compliance with
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statutes and regulations and more vigorous enforcement of such statutes and regulations by regulatory agencies may lead to increased operational and
compliance costs, substantial administrative, civil, and criminal penalties, including the assessment of natural resource damages, the imposition of significant
investigatory and remedial obligations and may also result in the suspension or termination of our operations. The overall regulatory burden on the industry
increases the cost to place, design, drill, complete, install, operate, and abandon wells and related facilities and, in turn, decreases profitability.

Governmental authorities regulate various aspects of drilling for and the production of oil, gas, and NGLs, including the permit and bonding
requirements of drilling wells, the spacing of wells, the unitization or pooling of interests in oil and gas properties, rights-of-way and easements, disposal of
produced water, environmental matters, occupational health and safety, the sharing of markets, production limitations, plugging, abandonment, restoration
standards, and oil and gas operations. Public interest in environmental protection has increased in recent years, and environmental organizations have
opposed, with some success, certain projects. Under certain circumstances, regulatory authorities may deny a proposed permit or right-of-way grant or impose
conditions of approval to mitigate potential environmental impacts, which could, in either case, negatively affect our ability to explore or develop certain
properties. Any such delay, suspension, or termination could have a materially adverse effect on our operations.

Our operations are also subject to complex and constantly changing environmental laws and regulations adopted by federal, state, and local
governmental authorities in jurisdictions where we are engaged in exploration or production operations. New laws or regulations, or changes to current
requirements, including the designation of previously unprotected wildlife or plant species as threatened or endangered in areas we operate in, could result in
material costs or claims with respect to properties we own or have owned or limitations on exploration and production activities in certain locations. We will
continue to be subject to uncertainty associated with new regulatory interpretations and inconsistent interpretations between state and federal agencies. Under
existing or future environmental laws and regulations, we could incur significant liability, including joint and several, strict liability under federal, state, and local
environmental laws for emissions and for discharges of oil, gas, and NGLs or other pollutants into the air, soil, surface water, or groundwater as described in
Government Regulations in Part |, Items 1 and 2 of this report. Existing environmental laws or regulations, as currently interpreted or enforced, or as they may
be interpreted, enforced, or altered in the future, may have a materially adverse effect on us.

The impact of extreme weather conditions and lease stipulations adversely affect our ability to conduct drilling activities in some of the areas where we operate.

Our operations may be adversely affected by the impact of extreme weather conditions and lease stipulations designed to protect various wildlife or
plant species. In certain areas, drilling and other oil and gas activities can only be conducted during limited times of the year. This limits our ability to operate in
those areas and can intensify competition during those times for drilling rigs and completion equipment, oil field equipment, services, supplies and qualified
personnel, which may lead to periodic shortages. Wildlife seasonal restrictions may limit access to federal leases or across federal lands. These constraints and
the resulting shortages or high costs could delay our operations and materially increase our operating and capital costs.

Federal and state legislative and regulatory initiatives relating to hydraulic fracturing could result in increased costs and additional operating restrictions or
delays.

Hydraulic fracturing is a common practice in the oil and gas industry used to stimulate the production of oil, gas, and NGLs from dense subsurface rock
formations. We routinely apply hydraulic fracturing techniques to many of our oil and gas properties, including our unconventional resource plays within our
Midland Basin and South Texas assets. Hydraulic fracturing involves injecting water, sand, and certain chemicals under pressure to fracture the hydrocarbon-
bearing rock formation to allow the flow of hydrocarbons into the wellbore. The process is typically regulated by state oil and gas commissions. However, the
EPA and other federal agencies have asserted federal regulatory authority over certain aspects of hydraulic fracturing activities, as outlined below.

The EPA has authority to regulate underground injections that contain diesel in the fluid system under the Safe Drinking Water Act. The EPA also has
authority under the Clean Water Act to regulate wastewater generated by unconventional oil and gas operations during the hydraulic fracturing process and
discharged to publicly-owned wastewater treatment facilities. If the EPA implements further regulations of hydraulic fracturing, we may incur additional costs to
comply with such requirements that may be significant in nature, experience delays or curtailment in the pursuit of exploration, development, or production
activities, and could even be prohibited from drilling and/or completing certain wells.

Certain states, including Texas, have adopted, and other states are considering adopting, regulations that could impose more stringent permitting,
public disclosure, waste disposal, and well construction requirements on hydraulic fracturing operations or otherwise seek to ban fracturing activities altogether.
In addition to state laws, local land use restrictions, such as city ordinances, may restrict, or prohibit the performance of drilling in general and/or hydraulic
fracturing in particular. Recently, municipalities have passed or proposed zoning ordinances that ban or strictly regulate hydraulic fracturing within city
boundaries, setting the stage for challenges by state regulators and third-parties. Similar events and processes are playing out in several cities, counties, and
townships across the United States. In the event that state, local, or municipal legal restrictions are adopted in areas where we are currently conducting, or in
the future plan to conduct, operations, we may incur additional costs to comply with such requirements that may be significant in nature, experience delays or
curtailment in the pursuit of exploration, development, or production activities, and could even be prohibited from drilling and/or completing certain wells.
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In the recent past, several federal governmental agencies were actively involved in studies or reviews that focus on environmental aspects and impacts
of hydraulic fracturing practices. Increased regulation and attention given to the hydraulic fracturing process could lead to greater opposition, including litigation,
to oil and gas production activities using hydraulic fracturing techniques. Disclosure of chemicals used in the hydraulic fracturing process could make it easier for
third parties opposing such activities to pursue legal proceedings against producers and service providers based on allegations that specific chemicals used in
the fracturing process could adversely affect human health or the environment, including groundwater. In 2013, a court in California, and in 2020 the United
States District Court for the District of Montana each held that the Bureau of Land Management (“BLM”) did not comply with NEPA because it did not adequately
consider the impact of hydraulic fracturing and horizontal drilling before issuing leases. Similar cases continue to be filed. Courts in New York and Colorado
reduced the level of evidence required before a court will agree to consider alleged damage claims from hydraulic fracturing by property owners. Litigation
resulting in financial compensation for damages linked to hydraulic fracturing, including damages from induced seismicity, could spur future litigation and bring
increased attention to the practice of hydraulic fracturing. Judicial decisions could also lead to increased regulation, permitting requirements, enforcement
actions, and penalties. Additional legislation or regulation could also lead to operational delays or restrictions or increased costs in the exploration for, and
production of, oil, gas, and NGLs, including from the development of shale plays, or could make it more difficult to perform hydraulic fracturing. The adoption of
additional state or local laws, or the implementation of new regulations regarding hydraulic fracturing could potentially cause a decrease in the completion of new
oil and gas wells, or an increase in compliance costs and delays, which could adversely affect our financial position, results of operations, and cash flows.

We will continue to be subject to uncertainty associated with new regulatory suspensions, revisions or rescissions and inconsistent state and federal
regulatory mandates that could adversely affect our production.

Federal and state regulatory initiatives relating to air quality and greenhouse gas emissions could result in increased costs and additional operating restrictions
or delays.

There has been a trend toward increased air quality and GHG regulation and reduced emissions from oil and gas sources. These regulations include
the New Source Performance Standards (“NSPS”), the National Emission Standards for Hazardous Air Pollutants (“NESHAP”) programs, and ozone standards,
among others. The adoption of additional state or local laws, or the implementation of new regulations could potentially cause a decrease in the completion of
new oil and gas wells, or an increase in compliance costs and delays, which could adversely affect our financial position, results of operations, and cash flows.
Please refer to the Environmental section in Part I, Item 7 of this report for additional information about the regulation of methane emissions from the oil and gas
sector.

Requirements to reduce gas flaring could have an adverse effect on our operations.

Wells in the Midland Basin in Texas, where we have significant operations, produce natural gas, as well as oil and NGLs. Constraints in the gas
gathering and processing network in certain areas of the Midland Basin have resulted in significant quantities of that gas being flared instead of gathered,
processed, and sold. Further, we are subject to laws established by state and other regulatory agencies that restrict the duration and amount of natural gas that
can be legally flared. These laws and regulations, including potential future regulations that may impose further restrictions on flaring, could limit the amount of
oil and gas we can produce from our wells or may limit the number of wells or the locations that we can drill. Any future laws and regulations may increase our
operational costs, or restrict our production, which could materially and adversely affect our financial condition, results of operations and cash flows.

Our ability to produce oil, gas, and NGLs economically and in commercial quantities could be impaired if we are unable to acquire adequate supplies of water for
our drilling operations and/or completions or are unable to dispose of or recycle the water we use at a reasonable cost and in accordance with applicable
environmental rules.

The hydraulic fracturing process on which we and others in our industry depend to complete wells that will produce commercial quantities of oil, gas,
and NGLs requires the use and disposal of significant quantities of water.

Our inability to secure sufficient amounts of water, or to dispose of, or recycle, the water produced from our wells, could adversely impact our
operations. Moreover, the imposition of new environmental initiatives and regulations could include restrictions on our ability to conduct certain operations such
as hydraulic fracturing or disposal of wastes, including, but not limited to, produced water, drilling fluids, and other wastes associated with the exploration,
development, or production of oil, gas, and NGLs.

Compliance with environmental regulations, surface use agreements, and permit requirements governing the withdrawal, storage, and use of surface
water or groundwater necessary for hydraulic fracturing of wells may increase our operating costs and cause delays, interruptions, or termination of our
operations, the extent of which cannot be predicted, all of which could have an adverse effect on our operations and financial condition.
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Legislative and regulatory initiatives and litigation related to global warming and climate change could have an adverse effect on our operations and the demand
for oil, gas, and NGLs.

In December 2009, the EPA made a finding that emissions of carbon dioxide, methane, and other GHGs endanger public health and the environment.
While courts have generally declined to assign direct liability for climate change to large sources of GHG emissions, some have required increased scrutiny of
such emissions by federal agencies and permitting authorities. There is a continuing risk of claims being filed against companies that have significant GHG
emissions, and new claims for damages and increased government scrutiny, especially from state and local governments, will likely continue.

The United States Congress has from time to time considered adopting legislation to reduce emissions of GHGs, and almost one-half of the states
have already taken measures to reduce emissions of GHGs through various measures, including, primarily through the planned development of GHG emission
inventories, participation in and/or regional GHG “cap and trade” programs, and/or transition to clean energy. The focus on legislating and/or regulating methane
could eventually result in requirements for methane emission reductions from existing oil and gas equipment, increased scrutiny for sources emitting high levels
of methane, including during permitting processes, analysis, regulation and reduction of methane emissions as a requirement for project approval, and actions
taken by one agency for a specific industry establishing precedents for other agencies and industry sectors.

Any court rulings, laws, or regulations that restrict or require reduced emissions of GHGs could lead to increased operating and compliance costs and
could have an adverse effect on demand for the oil and gas that we produce.

Scientists have predicted that increasing concentrations of GHGs in the earth’s atmosphere may produce climate changes that have significant physical
effects, such as increased frequency and severity of storms, droughts, and floods and other climatic events. If such effects were to occur, our operations could
be adversely affected. Potential adverse effects could include disruption of our production activities, including, for example, damages to our facilities from
flooding or increases in our costs of operation or reductions in the efficiency of our operations, as well as potentially increased costs for insurance coverage in
the aftermath of such events. Significant physical effects of climate change could also have an indirect effect on our financing and operations by disrupting the
transportation or process-related services provided by midstream companies, service companies, or suppliers with whom we have a business relationship. We
may not be able to recover through insurance some or any of the damages, losses, or costs that may result from potential physical effects of climate change.
Federal regulations or policy changes regarding climate change preparation requirements could also impact our costs and planning requirements because
emissions of such gases contribute to warming of the earth’s atmosphere and other climatic changes.

We have limited control over the activities on properties we do not operate.

Some of our properties are operated by other companies and involve third-party working interest owners. As a result, we have limited ability to influence
or control the operation or future development of such properties, including the nature and timing of drilling and operational activities, the operator’s skill and
expertise, compliance with environmental, safety and other regulations, the approval of other participants in such properties, the selection and application of
suitable technology, or the amount of expenditures that we will be required to fund with respect to such properties. Moreover, we are dependent on the other
working interest owners of such projects to fund their contractual share of the expenditures of such properties. These limitations and our dependence on the
operator and other working interest owners in these projects could cause us to incur unexpected future costs.

Risks Related to Debt, Liquidity, and Access to Capital
Substantial capital is required to develop and replace our reserves.

We must make substantial capital expenditures to find, acquire, develop, and produce oil, gas, and NGL reserves. Future cash flows and the availability
of financing are subject to a number of factors, such as the level of production from existing wells, prices received for oil, gas, and NGL sales, our success in
locating, developing and acquiring new reserves, and the orderly functioning of credit and capital markets. If our cash flows from operations are less than
expected, we may reduce our planned capital expenditures. If we cannot access sulfficient liquidity under our Credit Agreement, or raise additional funds through
debt or equity financing or the sale of assets, our ability to execute development plans, replace our reserves, maintain our acreage, or maintain production levels
could be greatly limited.

Downgrades in our credit ratings by various credit rating agencies could impact our access to capital and materially adversely affect our business and financial
condition.

In 2020, Moody’s Investor Services, Standard & Poor’s, and Fitch Ratings, Inc. downgraded our credit ratings. Further downgrades to our credit rating
levels could have material adverse consequences on our business and future prospects and could:

+ limit our ability to access debt markets, including for the purpose of refinancing our existing debt;

» cause us to refinance or issue debt with less favorable terms and conditions, which debt may restrict, among other things, our ability to make any
dividend distributions or repurchase shares;
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* negatively impact current and prospective customers’ willingness to transact business with us;
* impose additional insurance, guarantee, bonding, and collateral requirements;
« limit our access to bank and third-party guarantees, surety bonds, and letters of credit; and

» cause our suppliers and financial institutions to lower or eliminate the level of credit provided through payment terms or intraday funding when
dealing with us, thereby increasing the need for higher levels of cash on hand, which would decrease our ability to repay outstanding
indebtedness.

We cannot provide assurance that any of our current credit ratings will remain in effect for any given period of time or that a credit rating will not be
further lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances warrant.

Our commodity derivative contract activities may result in financial losses or may limit the prices we receive for oil, gas, and NGL sales.

To mitigate a portion of the exposure to potentially adverse market changes in oil, gas, and NGL prices and the associated impact on cash flows, we
regularly enter into commodity derivative contracts. Our commodity derivative contracts include swap and collar arrangements for oil, and swap arrangements
for gas and NGLs. Please refer to Note 10 — Derivative Financial Instruments in Part Il, ltem 8 of this report for additional detail regarding our commodity
derivative contracts. These activities may expose us to the risk of financial loss in certain circumstances, including instances in which:

» our production is less than expected;
* one or more counterparties to our commodity derivative contracts default on their contractual obligations; or

+ there is a widening of price differentials between delivery points for our production and the delivery point assumed in the commodity derivative
contract arrangement.

In addition, commodity derivative contracts may limit the prices we receive for our oil, gas, and NGL sales if oil, gas, or NGL prices rise substantially
over the price established by the commodity derivative contract.

Future oil, gas, and NGL price declines or unsuccessful exploration efforts may result in write-downs of our asset carrying values.

We follow the successful efforts method of accounting for our oil and gas properties. All property acquisition costs and costs of exploratory and
development wells are capitalized when incurred, pending the determination of whether proved reserves have been discovered. If commercial quantities of
hydrocarbons are not discovered with an exploratory well, the costs of drilling the well are expensed.

The capitalized costs of our oil and gas properties, on a depletion pool basis, cannot exceed the estimated undiscounted future net cash flows of that
depletion pool. If net capitalized costs exceed undiscounted future net cash flows, we generally must write down the costs of each depletion pool to the
estimated discounted future net cash flows of that depletion pool. Write downs for unproved properties are also evaluated for carrying costs in excess of fair
value. This evaluation considers the potential for abandonment due to actual and anticipated lease expirations, as well as actual and anticipated losses on
acreage due to title defects, changes in development plans, and other inherent acreage risks. Declines in the prices of oil, gas, or NGLs, or unsuccessful
exploration efforts, could cause proved and/or unproved property impairments in the future.

We review the carrying values of our properties for indicators of impairment on a quarterly basis using the prices in effect as of the end of each quarter.
Once incurred, a write-down of oil and gas properties held for use cannot be reversed at a later date, even if oil, gas, or NGL prices increase.

Lower oil, gas, or NGL prices could limit our ability to borrow under our Credit Agreement.

As of December 31, 2020, both the borrowing base and aggregate lender commitments under our Credit Agreement were $1.1 billion. The borrowing
base is subject to semi-annual redetermination based on the bank group’s assessment of the value of our proved reserves, which in turn is impacted by oil, gas,
and NGL prices. The next scheduled borrowing base redetermination date is scheduled for April 1, 2021. Divestitures of additional properties, incurrence of
additional debt, or declines in commodity prices could limit our borrowing base and reduce the amount we can borrow under our Credit Agreement, which could
in turn impact, among other things, our ability to service our debt, fund our capital program, or compete for the acquisition of new properties.

The amount of our debt may limit our ability to obtain financing for acquisitions, make us more vulnerable to adverse economic conditions, and make it more
difficult for us to make payments on our debt.

As of December 31, 2020, we had $2.2 billion of outstanding aggregate principal amount of Senior Notes with maturities through 2027, as further
discussed and defined in Note 5 — Long-Term Debt in Part ll, Item 8 of this report. Additionally, we had $93.0 million of outstanding borrowings under our Credit
Agreement and $965.0 million of available borrowing capacity under our secured revolving credit facility as of December 31, 2020. Our long-term debt
represented 53 percent of our total book capitalization as of December 31, 2020.
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Our indebtedness could have important consequences for our operations, including:

» making it more difficult for us to obtain additional financing in the future for our operations and potential acquisitions, working capital requirements,
capital expenditures, debt service, or other general corporate requirements;

*  requiring us to dedicate a substantial portion of our cash flows from operations to the repayment of our debt and the service of interest costs
associated with our debt, rather than to productive investments;

» limiting our operating flexibility due to financial and other restrictive covenants, including restrictions on incurring additional debt, making
acquisitions, and paying dividends;

* placing us at a competitive disadvantage compared to our competitors with less debt; and

* making us more vulnerable in the event of adverse economic or industry conditions or a downturn in our business.

If our business does not generate sufficient cash flow from operations or future sufficient borrowings are not available to us under our Credit Agreement
or from other sources, we might not be able to service our debt, issue additional debt, or fund our planned capital expenditures and other liquidity needs. If we
are unable to service our debt, due to inadequate liquidity or otherwise, we may have to delay or cancel acquisitions, defer capital expenditures, sell equity
securities, divest assets, and/or restructure or refinance our debt. We might not be able to sell our equity, sell our assets, or restructure or refinance our debt on
a timely basis or on satisfactory terms or at all. In addition, the terms of our existing or future debt agreements, including our Credit Agreement and any future
credit agreements, may prohibit us from pursuing any of these alternatives.

As discussed above, our Credit Agreement is subject to periodic borrowing base redeterminations. We could be forced to repay a portion of our bank
borrowings in the event of a downward redetermination of our borrowing base, and we may not have sufficient funds to make such repayment at that time. If we
do not have sufficient funds and are otherwise unable to negotiate adjustments to our borrowing base or arrange new financing, we may be forced to sell
significant assets.

The agreements governing our debt arrangements contain various covenants that limit our discretion in the operation of our business, could prohibit us from
engaging in transactions we believe to be beneficial, and could lead to the accelerated repayment of our debt.

Our debt agreements, including our Credit Agreement and the indentures governing our Senior Notes, contain restrictive covenants that limit our ability
to engage in activities that may be in our long-term best interests, including restrictions on incurring debt, issuing dividends, redeeming common stock, selling
assets, creating liens, entering into transactions with affiliates, and merging, consolidating, or selling our assets. Our ability to borrow under our Credit
Agreement is subject to compliance with certain financial and non-financial covenants, as outlined in the Credit Agreement. Please refer to Note 5 — Long-Term
Debt in Part Il, Item 8 of this report for additional discussion. These restrictions on our ability to operate our business could significantly harm our business by,
among other things, limiting our ability to take advantage of financings, mergers and acquisitions, and other corporate opportunities. We were in compliance with
all financial and non-financial covenants as of December 31, 2020, and through the filing of this report.

Our failure to comply with these covenants could result in an event of default that, if not cured or waived, could result in the acceleration of all or a
portion of our indebtedness. We do not have sufficient working capital to satisfy our debt obligations in the event of an acceleration of all or a significant portion
of our outstanding indebtedness.

Risks Related to Corporate Governance and Ownership of Public Equity Securities
The price of our common stock may fluctuate significantly, which may result in losses for investors.

From January 1, 2020, to February 4, 2021, the intraday trading prices per share of our common stock as reported by the New York Stock Exchange
ranged from a low of $0.90 per share in March 2020 to a high of $12.40 per share in January 2020. We expect our stock to continue to be subject to fluctuations
as a result of a variety of factors, including factors beyond our control. These factors include, in addition to the other risk factors set forth herein, the following:

* changes in ail, gas, or NGL prices;

» changes in the outlook for regional, national, or global commodity supply and demand;

* variations in drilling, recompletion, and operating activity;

» changes in financial estimates by securities analysts;

+ changes in market valuations of comparable companies;

* additions or departures of key personnel;

* increased volatility due to the impacts of algorithmic trading practices;

» future sales of our common stock;

* changes in the national and global economic outlook, including potential impacts from trade agreements; and

* international trade relationships, potentially including the effects of trade restrictions or tariffs affecting the raw materials we utilize and the
commodities we produce in our business.
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We may not meet the expectations of our stockholders and/or of securities analysts at some time in the future, and our stock price could decline as a
result.

Our cetrtificate of incorporation and by-laws have provisions that discourage corporate takeovers and could prevent stockholders from receiving a takeover
premium on their investment, which could adversely affect the price of our common stock.

Delaware corporate law and our certificate of incorporation and by-laws contain provisions that may have the effect of delaying or preventing a change
of control of us or our management. These provisions, among other things, provide for non-cumulative voting in the election of members of the Board of
Directors and impose procedural requirements on stockholders who wish to make nominations for the election of directors or propose other actions at
stockholder meetings. These provisions, alone or in combination with each other, may discourage transactions involving actual or potential changes of control,
including transactions that otherwise could involve payment of a premium over prevailing market prices to stockholders for their common stock. As a result,
these provisions could make it more difficult for a third party to acquire us, even if doing so would benefit our stockholders, which may limit the price investors
are willing to pay in the future for shares of our common stock.

In addition, stockholder activism in our industry has been increasing, and if investors seek to exert influence or affect changes to our business that we
do not believe are in the long-term best interests of our stockholders, such actions could adversely impact our business by, among other things, distracting our
Board of Directors and management team, causing us to incur unexpected advisory fees and other related costs, impacting execution of our strategic objectives,
and creating unnecessary market uncertainty.

The depressed price of our common stock and market capitalization, resulting from the current macroeconomic environment and historically low commodity
prices, could cause the Company to be subject to an unsolicited or hostile acquisition bid, which could result in substantial costs and diversion of management
attention.

Due to the constrained macroeconomic environment and depressed commodity prices, the price of our common stock and our market capitalization
have been volatile, and reached historic lows in 2020. A relatively low stock price may cause us to become subject to an unsolicited or hostile acquisition bid, or
other change in control. There can be no assurance that a third-party will not make an unsolicited takeover proposal in the future or take other action to acquire
control of us or to otherwise influence our management and policies. Although we have certain anti-takeover measures in place, we have not adopted a
shareholder rights plan, commonly known as a poison pill. The lack of this particular anti-takeover measure could make a change in control of us easier to
accomplish.

Considering and responding to any future acquisition proposal or other stockholder action designed to acquire control, including the litigation that often
accompanies such actions, is likely to be costly and time-consuming. Evaluating and addressing these overtures would require the time and attention of our
management and Board of Directors, divert them from their focus on our business, and require us to incur additional expenses on outside legal, financial and
other advisors, all of which could materially and adversely affect our business, financial condition and results of operations. Further, in the event that such an
unsolicited or hostile bid is publicly disclosed, it may result in increased speculation and volatility in the price of our common stock.

We may not always pay dividends on our common stock.

Payment of future dividends remains at the discretion of our Board of Directors, and will continue to depend on our earnings, capital requirements,
financial condition, and other factors. In addition, the payment of dividends is subject to a covenant in our Credit Agreement limiting our annual cash dividends to
no more than $12.0 million, and to covenants in the indentures governing our Senior Notes that limit our ability to pay dividends beyond a certain amount. In
2020, our Board of Directors reduced the semi-annual dividend from our historical rate of $0.05 per share to $0.01 per share and, in the future, may further
reduce the semi-annual dividend or discontinue the payment of dividends altogether.

General Risk Factors

Our increasing dependence on digital technologies puts us at risk for a cyber incident that could result in information theft, data corruption, operational
disruptions or financial loss.

We are subject to cybersecurity risks. The oil and gas industry is increasingly dependent on digital technology in all aspects of our business. We use
digital technology to conduct certain aspects of our drilling development, production and gathering activities, manage drilling rigs and completion equipment,
gather and interpret seismic data, conduct reservoir modeling, record financial and operating data, and maintain employee and other databases. Our service
providers, including those who gather, process and market our oil, gas and NGLs, are also increasingly reliant on digital technology. Our and their reliance on
this technology increasingly puts us at risk for technology system failures, data or network disruptions, cyberattacks and other breaches in cybersecurity. Power
failures, telecommunication or other system failures due to hardware or software malfunctions, computer viruses, vandalism, terrorism, natural disasters, fire,
flood, human error or other means could significantly impair our ability to conduct our business.
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Cybersecurity attacks are evolving and include, but are not limited to, malicious software, attempts to gain unauthorized access to data, and other
electronic security breaches that could lead to disruptions in critical systems, unauthorized release of confidential or otherwise protected information, and
corruption of data. Deliberate attacks on, or security breaches in our systems, infrastructure, the systems and infrastructure of third-parties, or cloud-based
applications could lead to disclosure of confidential information, a corruption or loss of our proprietary data, delays in production or exploration activities, difficulty
in completing or settling transactions, challenges in maintaining our books and records, environmental damage, communication or other operational disruptions,
and liability to third parties. Any insurance we might obtain in the future may not provide adequate protection from these risks. Any such events could damage
our reputation and lead to financial losses from remedial actions, loss of business or potential liability. As these cyber risks continue to evolve and our
dependence on digital technologies grows, we may be required to expend significant additional resources to continue to modify or enhance our protective
measures and remediate cyber vulnerabilities.

Our business could be negatively impacted by security threats, including cybersecurity threats, terrorism, armed conflict, and other disruptions.

As an oil, gas, and NGL producer, we face various security threats, including cybersecurity threats to gain unauthorized access to sensitive information
or to render data or systems unusable; threats to the safety of our employees; threats to the security of our facilities and infrastructure or third-party facilities and
infrastructure, such as processing plants and pipelines; and threats from terrorist acts. Although we utilize various procedures and controls to monitor these
threats and mitigate our exposure to such threats, there can be no assurance that these procedures and controls will be sufficient in preventing security threats
from materializing. If any of these events were to materialize, they could lead to losses of sensitive information, critical infrastructure, personnel, or capabilities
essential to our operations and could have a material adverse effect on our reputation, financial position, results of operations, or cash flows.

The threat of terrorism and the impact of military and other actions have caused instability in world financial markets and could lead to increased
volatility in prices for oil, gas, and NGLs, all of which could adversely affect the markets for our production. Energy assets might be specific targets of terrorist
attacks. While we currently maintain insurance that provides limited coverage against terrorist attacks, such insurance has become increasingly expensive and
difficult to obtain. As a result, insurance providers may not continue to offer this coverage to us on terms we consider reasonable, or at all. In addition, this
insurance may not cover all of our losses for a terrorist attack. These developments have subjected our operations to increased risk and, depending on their
occurrence and ultimate magnitude, could have a material adverse effect on our business, financial condition, or results of operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS
We have no unresolved comments from the SEC staff regarding our periodic or current reports under the Exchange Act.
ITEM 3. LEGAL PROCEEDINGS

At times, we may be involved in litigation relating to claims arising out of our business and operations in the normal course of business. As of the filing
of this report, no legal proceedings are pending against us that we believe individually or collectively are likely to have a materially adverse effect upon our
financial condition, results of operations or cash flows.

Chieftain Royalty Company v. SM Energy Company, Case No. CIV-18-1225-J, In the United States District Court, Western District of Oklahoma. On
January 27, 2011, Chieftain Royalty Company (“Plaintiff’) commenced a putative class action lawsuit against the Company by filing a Petition in the District
Court of Beaver County, Oklahoma, in the matter originally styled Chieftain Royalty Company v. SM Energy Company (including predecessors, successors and
affiliates), Case No. CJ-2011-04, alleging that the Company had improperly deducted post-production costs from royalty payments due on production from wells
located throughout Oklahoma, and asserting claims against the Company for breach of contract, tortious breach of contract, breach of fiduciary or quasi-
fiduciary duty, fraud (actual and constructive), deceit, conversion and conspiracy. The Company removed the case to the United States District Court for the
Western District of Oklahoma.

This case involves complex legal and factual issues and uncertainties as to Oklahoma law and federal law concerning class certification under the
circumstances of this case. While the Company believes that it has properly paid royalties under Oklahoma law and that the class as proposed by Plaintiff
should not be certified, the Company and the Plaintiff entered into an agreement on January 8, 2021, that, if finally approved by the Court, will resolve all of the
issues in, and bring an end to, the litigation. In the event the settlement is not approved for any reason, the Company has and will continue to vigorously defend
this case.

SPM NAM LLC. et al., v. SM Energy Company, Case No. 2018-07160, in the 189th Judicial District of Harris County, Texas (the “Lawsuit”). Plaintiff
SPM NAM LLC (“SPM”) filed the Lawsuit against the Company on February 1, 2018. The Lawsuit concerns the Acquisition and Development Funding
Agreement dated August 2, 2016 (together with its amendments, the “ADFA”). The parties to the ADFA (and its amendments) are the Company; SPM; and
certain affiliates of SPM: (1) Schlumberger Technology Corporation; (2) Smith International, Inc.; (3) M-I, L.L.C.; and (4) Cameron International Corporation (the
“Schlumberger Service Providers”). SPM and the Schlumberger Service Providers are the plaintiffs, and the Company is the defendant.
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SPM alleges that the Company breached the ADFA in connection with the Company’s agreement to sell its interests in the Powder River Basin
(collectively, the “Company Interests”) to a third party (“Buyer”). SPM alleges that pursuant to the ADFA, SPM was entitled to sell its related wellbore interests to
Buyer on the same terms and conditions that the Company Interests were to be sold, through a “tag-along” process. SPM alleges that the Company failed to
honor the tag-along provisions of the ADFA. The Lawsuit further alleges that the Company fraudulently induced SPM to enter an amendment to the ADFA in
connection with its sale. SPM brings claims for rescission, fraud, breach of contract, unjust enrichment, breach of good faith and fair dealing, and declaratory
judgment. SPM has not specified the damages it seeks in its pleadings, except to state that they are more than $1,000,000.

The Company has asserted affirmative defenses and counterclaims, alleging in part that: (1) SPM has breached the ADFA by filing an action for
rescission, when any rescission remedy is expressly barred by the ADFA; and (2) the Company is entitled to a declaration that the Company has complied with
the ADFA; and (3) SPM’s tag-along rights under the ADFA expired.

The case is in discovery, and trial was scheduled for June 22, 2020, but continued as a result of the Pandemic. The parties have filed a joint motion
seeking a trial date in late 2021 or early 2022. The Company believes it has complied with the terms of the ADFA, intends to vigorously defend against SPM’s
claims, and intends to vigorously prosecute its own claims.

ITEM 4. MINE SAFETY DISCLOSURES

These disclosures are not applicable to us.
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PART Il

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER PURCHASES OF EQUITY
SECURITIES

Our common stock is currently traded on the New York Stock Exchange under the ticker symbol “SM.” For dividend information, please refer to the
caption Uses of Cash in Overview of Liquidity and Capital Resources in ltem 7 of this report. Information regarding the SM Energy Equity Incentive
Compensation Plan, as amended and restated effective as of May 22, 2018 (the “Equity Plan”), and the securities authorized under the Equity Plan is included
below.

PERFORMANCE GRAPH

The following performance graph compares the cumulative return on our common stock, for the period beginning December 31, 2015, and ending
December 31, 2020, with the cumulative total returns of the Dow Jones Exploration and Production Index (“DJUSQOS”), and the Standard & Poor’s 500 Stock
Index (“SPX”).
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The preceding information under the caption Performance Graph shall be deemed to be furnished, but not filed with the SEC.

Holders. As of February 4, 2021, the number of record holders of our common stock was 101. A substantially greater number of holders of our common
stock are beneficial holders, whose shares of record are held by banks, brokers, and other financial institutions.
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Purchases of Equity Securities by Issuer and Affiliated Purchasers. The following table provides information about purchases made by us and any
affiliated purchaser (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the indicated quarters and year ended December 31, 2020, of shares of our
common stock, which is the sole class of equity securities registered by us pursuant to Section 12 of the Exchange Act.

PURCHASES OF EQUITY SECURITIES BY ISSUER AND AFFILIATED PURCHASERS

Total Number of Maximum Number of
Shares Purchased as Shares that May Yet
Total Number of Weighted Average Part of Publicly be Purchased Under

Period Shares Purchased (" Price Paid per Share ~ Announced Program the Program @
First quarter of 2020 341 $ 9.07 — 3,072,184
Second quarter of 2020 —  $ — — 3,072,184
Third quarter of 2020 424236 $ 3.67 — 3,072,184
10/01/2020 - 10/31/2020 — — — 3,072,184
11/01/2020 - 11/30/2020 — — — 3,072,184
12/01/2020 - 12/31/2020 47 3 6.67 — 3,072,184
Total 424624 $ 3.67 — 3,072,184

(M All shares purchased by us in 2020 were to offset tax withholding obligations that occurred upon the delivery of outstanding shares underlying Restricted
Stock Units (“RSUs”) and Performance Share Units (“PSUs”) issued under the terms of award agreements granted under the Equity Plan.

@ In July 2006, our Board of Directors approved an increase in the number of shares of common stock that may be repurchased under the original August
1998 authorization to 6,000,000 as of the effective date of the resolution. Accordingly, as of the filing of this report, subject to the approval of our Board of
Directors, we may repurchase up to 3,072,184 shares of common stock on a prospective basis. The shares may be repurchased from time to time in open
market transactions or privately negotiated transactions, subject to market conditions and other factors, including certain provisions of our Credit
Agreement, the indentures governing our Senior Notes, as defined in Note 5 — Long-Term Debt in Part Il, ltem 8 of this report, and compliance with
securities laws. Stock repurchases may be funded with existing cash balances, internal cash flows, or borrowings under our Credit Agreement. The stock
repurchase program may be suspended or discontinued at any time. During 2020, we did not repurchase any shares of our common stock pursuant to this
Board of Director’s approval.
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ITEM7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion includes forward-looking statements. Please refer to the Cautionary Information about Forward-Looking Statements section of
this report for important information about these types of statements.

Overview of the Company
General Overview

Our purpose is to make people’s lives better by responsibly producing energy supplies, contributing to domestic energy security and prosperity, and
having a positive impact in the communities where we live and work. Our short-term operational and financial goals include generating positive cash flows while
strengthening our balance sheet through absolute debt reduction and improved leverage metrics, and increasing the value of our capital project inventory
through exploration and development optimization. Our long-term vision is to sustainably grow value for all of our stakeholders. We believe that in order to
accomplish this vision, we must be a premier operator of top tier assets. Our investment portfolio is comprised of oil and gas producing assets in the state of
Texas, specifically in the Midland Basin of West Texas and in the Maverick Basin of South Texas.

The Pandemic and associated macroeconomic events have had a significant impact on supply and demand for oil, gas, and NGLs, and affected the
realized prices we received for our production throughout 2020. These impacts continue to be unpredictable, and given the dynamic nature of the Pandemic, we
are unable to reasonably estimate the period of time that the related market conditions will exist or the extent to which they will continue to impact our business,
results of operations, and financial condition, or the timing of any further recovery. Future infection rate surges or outbreaks could have further negative impacts,
and as a result, we may be required to adjust our business plan. For additional detail, please refer to Risk Factors in Part |, Item 1A of this report.

The safety of our employees, contractors, and the communities where we work remains our first priority as we continue to operate during the
Pandemic. While our core business operations require certain individuals to be physically present at well site locations, substantially all of our office-based
employees have continued working remotely in order to limit physical interactions and to mitigate the spread of COVID-19, and will continue to do so well into
2021. For individuals who are unable to perform their jobs remotely, we maintain and continually assess procedures designed to limit the spread of COVID-19,
including social distancing and enhanced sanitization measures, and we continue to communicate to and train all of our employees regarding best practices for
maintaining a healthy and safe work environment. We believe that we meet or exceed CDC and OSHA guidelines related to the prevention of the transmission
of COVID-19. Since these measures were initially implemented in the first quarter of 2020, we have continued to operate without significant disruptions to our
business operations. Our pre-existing control environment and internal controls continue to be effective and we continue to address new risks directly related to
the Pandemic as we identify them.

Despite continuing negative impacts and future uncertainty, we expect to maintain our ability to sustain strong operational performance and financial
stability while maximizing returns, improving leverage metrics, and increasing the value of our top tier Midland Basin and South Texas assets. Our financial risk
management program significantly reduced the impact of substantially lower oil prices in 2020, and as a result of this program, we recorded a net oil derivative
settlement gain of $14.40 per barrel for the year ended December 31, 2020. Our realized oil price before the effects of derivative settlements was $37.08 per
barrel for the year ended December 31, 2020. In response to the economic environment during 2020, we renegotiated certain contracts resulting in realized and
future cost savings that directly support our objective of maximizing cash flows. As a result of these cost saving measures and improving operational efficiencies,
average well costs for 2020 were lower than our preliminary expectations for the year. We entered 2020 with a total capital program budget between $825
million and $850 million. However, given the impacts of the Pandemic and the related circumstances discussed above, we reduced our 2020 capital program by
more than 25 percent. Please refer to the caption Costs Incurred below for additional discussion.

Our vision to sustainably grow value for all of our stakeholders includes near-term operational and financial goals of generating positive cash flows
while strengthening our balance sheet through absolute debt reduction and improved leverage metrics. Our long-term plan is to deliver cash flow growth that is
supported by our high-quality asset base and ability to generate favorable returns. We remain committed to exceptional safety, health, and environmental
stewardship; supporting the professional development of a diverse and thriving team of employees; making a positive difference in the communities where we
live and work; and transparency in reporting on our progress in these areas. The Environmental, Social and Governance Committee of our Board of Directors
oversees, among other things, the development and implementation of the Company’s environmental, social and governance policies, programs and initiatives,
and reports to our Board of Directors regarding such matters. Further demonstrating our commitment to sustainable operations, compensation for our executives
and employees under our short-term and long-term incentive plans is calculated based on metrics that include environmental, health, and safety measures.
Please refer to our Definitive Proxy Statement on Schedule 14A for the 2021 annual meeting of stockholders to be filed within 120 days from December 31,
2020, for additional discussion.

2020 Financial and Operational Highlights

We remain focused on maximizing returns and increasing the value of our top tier Midland Basin and South Texas assets. We expect to do this through
continued development optimization of our Midland Basin assets and through further development of our Austin Chalk formation in South Texas. We believe our
assets provide strong returns and are capable of providing for growth of
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internally generated cash flows while allowing for flexibility of production levels, which aligns with our priorities of improving leverage metrics and maintaining
strong financial flexibility.

The financial results and operational activities discussed throughout this report reflect the impacts of the Pandemic during 2020, and the misalignment
of supply and demand caused by competition among oil producing nations for crude oil market share during the first half of 2020. We will continue to monitor the
macroeconomic environment and maintain flexibility to adjust our financial and operational plans as warranted.

Financial and Operational Results. Average net daily production for the year ended December 31, 2020, was 126.9 MBOE, compared with 132.3
MBOE for 2019. This decrease was primarily driven by a 21 percent decrease in daily production volumes from our South Texas assets, partially offset by a 10
percent increase in daily production volumes from our Midland Basin assets. During the year ended December 31, 2020, as compared with 2019, net daily
production volumes decreased four percent as a result of proactive measures taken to respond to the lower commodity price environment experienced in 2020
compared with 2019. This included voluntary production curtailments and less costs incurred as a result of intentionally reducing the number of new wells
completed and brought on production. Realized prices before the effects of derivative settlements for oil, gas, and NGLs decreased 31 percent, 25 percent, and
19 percent, respectively, for the year ended December 31, 2020, compared with 2019. As a result of decreased realized prices, oil, gas, and NGL production
revenue decreased 29 percent to $1.1 billion for the year ended December 31, 2020, compared with $1.6 billion for 2019. We recorded a net derivative gain of
$161.6 million for the year ended December 31, 2020, compared to a net derivative loss of $97.5 million for 2019. These amounts include derivative settlement
gains of $351.3 million and $39.2 million for the years ended December 31, 2020, and 2019, respectively. Overall financial and operational activities during the
year ended December 31, 2020, resulted in the following:

* anetloss of $764.6 million, or $6.72 per diluted share, for the year ended December 31, 2020, compared with a net loss of $187.0 million, or $1.66
per diluted share, for 2019. The net loss for the year ended December 31, 2020, was primarily driven by impairment expense of $1.0 billion,
partially offset by a net gain on extinguishment of debt of $280.1 million, and a net derivative gain of $161.6 million. Please refer to Comparison of
Financial Results and Trends Between 2020 and 2019 and Between 2019 and 2018 below for additional discussion regarding the components of
net income (loss) for each period presented;

« a $492.1 million decrease in the principal balance of our total outstanding long-term debt from December 31, 2019, to December 31, 2020,
primarily driven by the Exchange Offers and open market repurchases of certain of our senior notes at a discount and net cash provided by
operating activities of $790.9 million for the year ended December 31, 2020, which was in excess of net cash used in investing activities of $555.6
million for the year ended December 31, 2020. Please refer to Analysis of Cash Flow Changes Between 2020 and 2019 and Between 2019 and
2018 and to Note 5 — Long-Term Debt in Part I, Item 8 of this report below for additional discussion including the definition of Exchange Offers;

- adjusted EBITDAX, a non-GAAP financial measure, for the year ended December 31, 2020, of $975.4 million, compared with $993.4 million for
2019, primarily resulted from decreased revenue resulting from depressed commodity prices during the year ended December 31, 2020, largely
offset by increased derivative settlement gains, combined with lower operating costs during 2020. Please refer to Non-GAAP Financial Measures
below for additional discussion, including our definition of adjusted EBITDAX and reconciliations to our net income (loss) and net cash provided by
operating activities; and

+ total estimated proved reserves as of December 31, 2020, decreased 12 percent from December 31, 2019, to 404.6 MMBOE, of which, 57 percent
were liquids (oil and NGLs) and 57 percent were characterized as proved developed. The decrease in total proved reserves primarily related to
46.4 MMBOE produced during 2020 and 32.6 MMBOE removed as a result of lower commaodity prices experienced in 2020 compared with 2019,
using pricing estimates determined in accordance with SEC rules. Our proved reserve life index decreased to 8.7 years as of December 31, 2020,
compared with 9.6 years as of December 31, 2019. Please refer to Reserves in Part I, ltems 1 and 2 of this report for additional discussion. The
standardized measure of discounted future net cash flows was $2.7 billion as of December 31, 2020, compared with $4.1 billion as of
December 31, 2019, which was a decrease of 35 percent year-over-year. Please refer to Supplemental Oil and Gas Information (unaudited) in Part
I, Item 8 of this report for additional discussion.

Operational Activities. The performance of the RockStar area of our Midland Basin position continues to exceed our pre-acquisition expectations and
was key to driving significant growth in our operating margin and cash flows from operations in 2020 due to the high percentage of oil that wells in this area
produce. Our operational execution and development strategy in this area have resulted in strong well performance due to enhanced completion designs and
our ability to drill long laterals given the increasingly contiguous nature of our acreage position as a result of successful infill leasing and acreage trades.
Efficiency and optimization in completions and operations continued in 2020. A large portion of our water transportation and disposal needs continue to be
satisfied by the water facilities we operate in a core area of our RockStar acreage, and strong partnerships with our key service providers allowed us to maintain
continuity of operations during the lower commodity price environment and the Pandemic.

Our Midland Basin program averaged four drilling rigs and two completion crews during 2020. We completed 80 gross (73 net) operated wells during
2020 and increased production volumes year-over-year by 11 percent to 29.1 MMBOE, 73 percent of which
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was oil production. 80 percent of our total 2020 costs incurred related to our Midland Basin program. Drilling and completion activities within our RockStar and
Sweetie Peck positions in the Midland Basin continue to focus primarily on delineating and developing the Spraberry and Wolfcamp formations.

Our South Texas program averaged one drilling rig and operated one completion crew at times during 2020. We completed 4 gross (4 net) wells during
2020. Total production for 2020 was 17.3 MMBOE, a 21 percent decrease from 2019. 13 percent of our total 2020 costs incurred related to our South Texas
program. Drilling and completion activities in South Texas during 2020 primarily focused on delineating and developing the Austin Chalk formation.

The table below provides a summary of changes in our drilled but not completed well count and current year drilling and completion activity in our
operated programs for the year ended December 31, 2020:

Midland Basin South Texas Total
Gross Net Gross Net Gross Net
Wells drilled but not completed at December 31, 2019 51 48 21 21 72 69
Wells drilled 95 84 14 14 109 98
Wells completed (80) (73) (4) (4) (84) (77)
Other — (1) — (3) — (4)
}éYells drilled but not completed at December 31, 2020 66 58 31 28 97 86

M Includes adjustments related to normal business activities, including working interest changes for existing drilled but not completed wells. Working interest
changes can result from divestitures, joint development agreements, farmouts, and other activities.

@ The South Texas drilled but not completed well count as of December 31, 2020, includes 13 gross (13 net) wells that are not included in our five-year
development plan, 12 of which are in the Eagle Ford shale.

Costs Incurred. Costs incurred in oil and gas property acquisition, exploration, and development activities, whether capitalized or expensed, are
summarized as follows:

For the Year Ended
December 31, 2020

(in millions)
Development costs $ 490.9
Exploration costs 77.9
Acquisitions
Proved properties 5.6
Unproved properties 10.9
Total, including asset retirement obligations ()~ $ 585.3

Note: Total may not calculate due to rounding.
() Please refer to the caption Costs Incurred in Supplemental Oil and Gas Information (unaudited) in Part II, Item 8 of this report.

The majority of our development and exploration costs were incurred in our Midland Basin and South Texas programs for the year ended
December 31, 2020. Of these costs, $454.5 million was incurred in the development of our Midland Basin assets, which resulted in 84 net wells drilled and 73
net wells completed, while $75.0 million was incurred in the development of our South Texas assets, which resulted in 14 net wells drilled and 4 net wells
completed. Costs incurred for acquisitions during the year related to transactions in the Midland Basin, as well as payments made to extend certain lease terms
and to acquire new leases. Please refer to Operational Activities above and Acquisition Activity below for additional information.
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Production Results. The table below presents the disaggregation of our production by product type for each of our programs for the year ended
December 31, 2020:

Midland Basin South Texas Total

Production:

Oil (MMBDbI) 21.3 1.7 23.0

Gas (Bcf) 46.6 57.3 103.9

NGLs (MMBblI) — 6.1 6.1

Equivalent (MMBOE) 29.1 17.3 46.4
Avg. daily equivalents (MBOE/d) 79.5 47.4 126.9
Relative percentage 63 % 37 % 100 %

Note: Amounts may not calculate due to rounding.

Production decreased four percent for the year ended December 31, 2020, compared with 2019. This decrease was primarily driven by a 21 percent
decrease in production volumes from our South Texas assets, partially offset by an 11 percent increase in production volumes from our Midland Basin assets for
the year ended December 31, 2020, compared with 2019. Please refer to A Year-to-Year Overview of Selected Production and Financial Information, Including
Trends and Comparison of Financial Results and Trends Between 2020 and 2019 and Between 2019 and 2018 below for additional discussion on production.

Acquisition Activity. During 2020, we completed a non-monetary acreage trade of primarily undeveloped properties located in Upton County, Texas, as
well as acreage acquisitions in Martin County, Texas, in order to continue maximizing our operational efficiencies in our Midland Basin program. Please refer to
Note 3 — Acquisitions, Divestitures, and Assets Held for Sale in Part ll, Iltem 8 of this report for additional discussion.

Oil, Gas, and NGL Prices

Our financial condition and the results of our operations are significantly affected by the prices we receive for our oil, gas, and NGL production, which
can fluctuate dramatically. When we refer to realized oil, gas, and NGL prices below, the disclosed price represents the average price for the respective period,
before the effects of derivative settlements, unless otherwise indicated. While quoted NYMEX oil and gas and OPIS NGL prices are generally used as a basis
for comparison within our industry, the prices we receive are affected by quality, energy content, location and transportation differentials, and contracted pricing
benchmarks for these products.
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The following table summarizes commaodity price data, as well as the effects of derivative settlements, for the years ended December 31, 2020, 2019,
and 2018:

For the Years Ended December 31,

2020 2019 2018
Qil (per Bbl):
Average NYMEX contract monthly price $ 3940 $ 57.03 $ 64.77
Realized price, before the effect of derivative settlements $ 37.08 $ 5410 $ 56.80
Effect of oil derivative settlements $ 1440 $ (0.90) $ (3.67)
Gas:
Average NYMEX monthly settle price (per MMBtu) $ 2.08 $ 263 $ 3.09
Realized price, before the effect of derivative settlements (per Mcf) $ 180 $ 239 § 3.43
Effect of gas derivative settlements (per Mcf) $ 011 $ 021 $ (0.12)
NGLs (per Bbl):
Average OPIS price (" $ 1796 $ 2234 % 32.96
Realized price, before the effect of derivative settlements $ 13.96 $ 1726 $ 27.22
Effect of NGL derivative settlements $ 128 $ 443 $ (6.78)

() Average OPIS prices per barrel of NGL, historical or strip, assumes a composite barrel product mix of 37% Ethane, 32% Propane, 6% Isobutane, 11%
Normal Butane, and 14% Natural Gasoline for all periods presented. This product mix represents the industry standard composite barrel and does not
necessarily represent our product mix for NGL production. Realized prices reflect our actual product mix.

During 2020, benchmark prices for oil were impacted by the misalignment of supply and demand caused by the Pandemic and other macroeconomic
events. In addition to supply and demand fundamentals, as a global commaodity, the price of oil is affected by real or perceived geopolitical risks in various
regions of the world as well as the relative strength of the United States dollar compared to other currencies. We expect future benchmark prices for oil, gas, and
NGLs to remain volatile for the foreseeable future. Our realized prices at local sales points may also be affected by infrastructure capacity in the area of our
operations and beyond.

The following table summarizes 12-month strip prices for NYMEX WTI oil, NYMEX Henry Hub gas, and OPIS NGLs as of February 4, 2021, and
December 31, 2020:

As of February 4, 2021 As of December 31, 2020
NYMEX WTI oil (per Bbl) $ 5427 $ 48.36
NYMEX Henry Hub gas (per MMBtu) $ 303 $§ 2.65
OPIS NGLs (per Bbl) $ 26.27 $ 22.99

We use financial derivative instruments as part of our financial risk management program. We have a financial risk management policy governing our
use of derivatives, and decisions regarding entering into commodity derivative contracts are overseen by a financial risk management committee consisting of
senior executive officers and finance personnel. The amount of our production covered by derivatives is driven by the amount of debt on our balance sheet, the
level of capital commitments and long-term obligations we have in place, and our ability to enter into favorable commodity derivative contracts. With our current
commodity derivative contracts, we believe we have partially reduced our exposure to volatility in commodity prices and basis differentials in the near term. Our
use of costless collars for a portion of our derivatives allows us to participate in some of the upward movements in oil and gas prices while also setting a price
floor for a portion of our oil and gas production. Please refer to Note 10 — Derivative Financial Instruments in Part Il, ltem 8 of this report and to Commodity Price
Risk in Overview of Liquidity and Capital Resources below for additional information regarding our oil, gas, and NGL derivatives.

Outlook
Our total 2021 capital program is budgeted between $650.0 million and $675.0 million, which we expect to fund with cash flows from operations. We
expect to focus our 2021 capital program on highly economic oil development projects in both our Midland Basin assets and our South Texas assets. In South

Texas, we intend to primarily target the Austin Chalk formation. None of these assets are located on federal lands, and therefore our operations will not be
impacted by the recent suspension of the issuance of federal drilling permits.
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Financial Results of Operations and Additional Comparative Data

The tables below provide information regarding selected production and financial information for the three months ended December 31, 2020, and the
preceding three quarters.

For the Three Months Ended

December 31, September 30, June 30, March 31,
2020 2020 2020 2020
(in millions)

Production (MMBOE) 11.3 11.6 11.2 124
QOil, gas, and NGL production revenue $ 3202 % 2820 $ 169.8 $ 354.2
Qil, gas, and NGL production expense $ 960 $ 953 §$ 804 $ 119.6
Depletion, depreciation, amortization, and asset

retirement obligation liability accretion $ 188.9 $ 1817 $ 1809 $ 2335
Exploration $ 113 §$ 85 § 98 § 11.3
General and administrative $ 200 $ 245 § 272  § 27.4
Net loss $ (165.2) $ (98.3) $ (89.3) $ (411.9)

Note: Amounts may not calculate due to rounding.

Selected Performance Metrics
For the Three Months Ended

December 31, September 30, June 30, March 31,
2020 2020 2020 2020

Average net daily equivalent production (MBOE
per day) 122.4 126.3 122.9 135.9
Lease operating expense (per BOE) $ 4.10 $ 3.65 $ 3.30 $ 4.75
Transportation costs (per BOE) $ 2.89 $ 3.11 $ 3.12 $ 3.11
Production taxes as a percent of oil, gas, and NGL
production revenue 4.0 % 4.3 % 3.7 % 42 %
Ad valorem tax expense (per BOE) $ 0.38 $ 0.40 $ 0.22 $ 0.60
Depletion, depreciation, amortization, and asset
retirement obligation liability accretion (per BOE) $ 16.77 $ 15.64 $ 16.17 $ 18.88
General and administrative (per BOE) $ 1.78 $ 2.10 $ 2.43 $ 2.22

Note: Amounts may not calculate due to rounding.
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A Year-to-Year Overview of Selected Production and Financial Information, Including Trends

For the Years Ended

December 31, Amount Change Between Percent Change Between

2020 2019 2018 2020/2019 2019/2018 2020/2019 2019/2018
Net production volumes: ()
Oil (MMBbI) 23.0 21.9 18.8 1.1 3.1 5% 17 %
Gas (Bcf) 103.9 109.8 103.2 (5.9) 6.6 (5)% 6 %
NGLs (MMBblI) 6.1 8.1 7.9 (2.0) 0.2 (25)% 2%
Equivalent (MMBOE) 46.4 48.3 43.9 (1.9) 4.4 (4)% 10 %
Average net daily production: (M
Oil (MBbl per day) 62.9 59.9 51.4 3.0 8.5 5% 17 %
Gas (MMcf per day) 283.9 300.8 282.7 (17.0) 18.1 (6)% 6 %
NGLs (MBDbl per day) 16.7 22.2 21.8 (5.6) 0.5 (25)% 2%
Equivalent (MBOE per day) 126.9 132.3 120.3 (5.4) 12.0 (4)% 10 %
Qil, gas, and NGL production revenue (in millions): (1)
Oil production revenue $ 8536 $ 1,1832 $ 1,0657 $ (329.6) $ 117.5 (28)% 1%
Gas production revenue 187.5 262.5 354.5 (75.1) (91.9) (29)% (26)%
NGL production revenue 85.2 140.0 216.2 (54.8) (76.2) (39)% (35)%
Total oil, gas, and NGL production
revenue $ 11262 $ 15858 $ 16364 $ (459.6) $ (50.6) (29)% (3)%
Qil, gas, and NGL production expense (in millions): (1
Lease operating expense $ 1842 § 2255 § 2081 $ 413) $ 17.4 (18)% 8 %
Transportation costs 142.0 187.1 191.5 (45.1) (4.4) (24)% (2)%
Production taxes 46.1 65.0 66.9 (18.9) (1.9) (29)% (3)%
Ad valorem tax expense 18.9 231 20.9 (4.2) 2.2 (18)% 10 %
Total oil, gas, and NGL production
expense $ 3912 $ 500.7 $ 4874 % (109.5) $ 13.3 (22)% 3%
Realized price, before the effect of derivative settlements:
QOil (per Bbl) $ 37.08 § 5410 $ 56.80 $ (17.02) $ (2.70) (31)% (5)%
Gas (per Mcf) $ 180 § 239 § 343 $ (0.59) $ (1.04) (25)% (30)%
NGLs (per Bbl) $ 13.96 $ 1726 $ 2722 § (3.30) $ (9.96) (19)% (37)%
Per BOE $ 2426 $ 3284 § 3727 $ (8.58) $ (4.43) (26)% (12)%
Per BOE data: (")
Production costs:
Lease operating expense $ 397 §$ 467 $ 474 § (0.70) $ (0.07) (15)% (1)%
Transportation costs 3.06 3.88 4.36 (0.82) (0.48) 21)% (11)%
Production taxes 0.99 1.35 1.52 (0.36) (0.17) (27)% (11)%
Ad valorem tax expense 0.41 0.48 0.48 (0.07) — (15)% — %
Total production costs $ 843 $ 1038 $ 1110 § (1.95 $ (0.72) (19)% (6)%
Depletion, depreciation, amortization,
and asset retirement obligation liability
accretion $ 1691 § 17.06 $ 1515 § (0.15) $ 1.91 (1)% 13 %
General and administrative $ 214  § 275 § 265 § 0.61) $ 0.10 (22)% 4%
Derivative settlement gain (loss) @  $ 757 % 081 $ (3.09) $ 6.76 $ 3.90 835 % 126 %
Earnings per share information:
Basic weighted-average common
shares outstanding (in thousands) 113,730 112,544 111,912 1,186 632 1% 1%
Diluted weighted-average common
shares outstanding (in thousands) 113,730 112,544 113,502 1,186 (958) 1% (1)%
Basic net income (loss) per common
share $ (6.72) $ (1.66) $ 454 § (5.06) $ (6.20) (305)% (137)%
Diluted net income (loss) per common
share $ (6.72) $ (1.66) $ 448 § (5.06) $ (6.14) (305)% (137)%

() Amounts and percentage changes may not calculate due to rounding.
@ Derivative settlements for the years ended December 31, 2020, 2019, and 2018, are included within the net derivative (gain) loss line item in the accompanying
consolidated statements of operations (“accompanying statements of operations”).
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Average net daily equivalent production for the year ended December 31, 2020, decreased four percent compared with 2019, as a result of proactive
measures taken to respond to the lower commodity price environment experienced in 2020 compared with 2019. This included voluntary production curtailments
and less costs incurred as a result of intentionally reducing the number of new wells completed and brought on production. The decrease in average net daily
equivalent production volumes was primarily driven by a 21 percent decrease in daily production volumes from our South Texas assets, partially offset by a 10
percent increase in daily production volumes from our Midland Basin assets. We expect both total production volumes and oil volumes as a percentage of our
total production mix to increase in 2021 compared with 2020. Please refer to Comparison of Financial Results and Trends Between 2020 and 2019 and
Between 2019 and 2018 below for additional discussion.

We present certain information on a per BOE basis in order to evaluate our performance relative to our peers and to identify and measure trends we
believe may require additional analysis and discussion.

Our realized price before the effect of derivative settlements on a per BOE basis decreased $8.58 per BOE for the year ended December 31, 2020,
compared with 2019, primarily driven by lower benchmark commodity prices for oil, gas, and NGLs resulting from the Pandemic and other macroeconomic
events. Regional pricing differentials in the Midland Basin negatively affected our realized prices in 2020 and 2019. The negative impacts on revenue associated
with the decrease in our realized price before the effect of derivative settlements on a per BOE basis was partially offset by an increase in the gain we
recognized on the settlement of our derivative contracts of $6.76 per BOE for the year ended December 31, 2020, compared with 2019. Benchmark commodity
prices improved toward the end of 2020 and into early 2021, however, negative impacts on our realized pricing resulting from the Pandemic and associated
macroeconomic events could occur during 2021.

Lease operating expense (“‘LOE”) on a per BOE basis decreased 15 percent for the year ended December 31, 2020, compared with 2019. This
decrease was primarily driven by reduced costs, reduced workover activity, and increased operational efficiencies during 2020. For 2021, we expect LOE on a
per BOE basis to be relatively flat, compared with 2020, as we expect the benefit received from our cost reduction efforts and operational efficiencies to be offset
by the expected increase in oil volumes as a percentage of our 2021 total production mix.

Transportation costs on a per BOE basis decreased 21 percent for the year ended December 31, 2020, compared with 2019. This decrease was driven
by a 21 percent reduction in production volumes from our South Texas assets, which incur the majority of our transportation costs, for the year ended
December 31, 2020, compared with 2019. We expect total transportation costs to fluctuate relative to changes in production from our South Texas assets. On a
per BOE basis, we expect transportation costs to decrease in 2021, compared with 2020, as production from our Midland Basin assets, which is sold at or near
the wellhead and incurs minimal transportation costs, continues to become a larger portion of our total production. Further, we anticipate natural declines in
production from our Eagle Ford shale wells in South Texas, which incur higher transportation costs on a per BOE basis, and we intend to focus on new wells
with higher liquids content in the Austin Chalk, which have lower transportation costs on a per BOE basis. In addition, we expect to benefit from certain
transportation contract cost reductions which are expected to further reduce our transportation expense per BOE in 2021.

Production taxes on a per BOE basis for the year ended December 31, 2020, decreased 27 percent compared with 2019, primarily driven by a
decrease in realized prices. Our overall production tax rate for both of the years ended December 31, 2020, and 2019, was 4.1 percent. We expect our total
production tax expense to increase in 2021, compared with 2020, as we expect oil, gas, and NGL production revenue to increase due to higher expected pricing
based on 12-month strip prices as of February 4, 2021, and increased volumes. We generally expect production tax expense to correlate with oil, gas, and NGL
production revenue on an absolute and per BOE basis. Product mix, the location of production, and incentives to encourage oil and gas development can also
impact the amount of production tax we recognize.

Ad valorem tax expense on a per BOE basis decreased 15 percent for the year ended December 31, 2020, compared with 2019, primarily due to
changes in the assessed values of our producing properties recognized by respective tax authorities in 2020. We anticipate volatility in ad valorem tax expense
on a per BOE and absolute basis as the valuation of our producing properties change.

Depletion, depreciation, amortization, and asset retirement obligation liability accretion (‘DD&A”) expense on a per BOE basis remained relatively flat
for the year ended December 31, 2020, compared with 2019. During 2020, decreases in DD&A expense, which were driven by the reduction in the depletable
cost basis of our South Texas proved oil and gas properties as a result of proved property impairments recognized during the first quarter of 2020, were partially
offset by higher production volumes from our oil producing Midland Basin assets as these assets have higher depletion rates than our primarily gas and NGL
producing South Texas assets. Our DD&A rate fluctuates as a result of impairments, divestiture activity, carrying cost funding and sharing arrangements with
third parties, changes in our production mix, and changes in our total estimated proved reserve volumes. In general, we expect the DD&A rate for 2021 to be
relatively flat compared with 2020 and DD&A expense on an absolute basis to be higher compared with 2020, primarily as a result of anticipated higher
production volumes.

General and administrative (“G&A”) expense on a per BOE basis for the year ended December 31, 2020, decreased 22 percent, compared with 2019.
This decrease was primarily due to reduced overhead costs resulting from the reorganization of certain functions in the fourth quarter of 2019 that eliminated
duplicative regional operational functions, as well as actions taken to reduce costs
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as a result of the Pandemic. For 2021, we expect G&A expense to remain relatively flat on an absolute basis and to decrease on a per BOE basis, compared
with 2020.

Please refer to Comparison of Financial Results and Trends Between 2020 and 2019 and Between 2019 and 2018 for additional discussion of
operating expenses.

Please refer to Note 9 - Earnings Per Share in Part ll, Item 8 of this report for additional discussion on the types of shares included in our basic and
diluted net income (loss) per common share calculations. We recorded a net loss for each of the years ended December 31, 2020, and 2019. Consequently, all
potentially dilutive shares were anti-dilutive and were excluded from the calculation of diluted net loss per common share for the years ended December 31,
2020, and 2019. For the year ended December 31, 2018, we recorded net income and thus, considered dilutive shares in the calculation of diluted net income
per common share.

Comparison of Financial Results and Trends Between 2020 and 2019 and Between 2019 and 2018

Please refer to Comparison of Financial Results and Trends Between 2019 and 2018 and Between 2018 and 2017 in Management’s Discussion and
Analysis of Financial Condition and Results of Operations in Part Il, Item 7 of our 2019 Annual Report on Form 10-K, filed with the SEC on February 20, 2020,
for a detailed discussion of certain comparisons of our financial results and trends for the year ended December 31, 2019, compared with the year ended
December 31, 2018.

Net equivalent production, production revenue, and production expense

The following table presents the changes in our net equivalent production, production revenue, and production expense, by area, between the years
ended December 31, 2020, and 2019:

Net Equivalent Production Production Revenue Production Expense
Increase (Decrease) Decrease Decrease
(MBOE per day) (in millions) (in millions)
Midland Basin 75 % (316.2) $ (34.1)
South Texas (12.9) (143.4) (75.4)
Total (5.4) $ (459.6) $ (109.5)

Note: Amounts may not calculate due to rounding.

Average net daily equivalent production volumes for the year ended December 31, 2020, decreased four percent compared with 2019. Realized prices
before the effects of derivative settlements for oil, gas, and NGLs decreased 31 percent, 25 percent, and 19 percent, respectively, for the year ended
December 31, 2020, compared with 2019. As a result of the decreases in production and pricing, oil, gas, and NGL production revenue decreased 29 percent
for the year ended December 31, 2020, compared with 2019. Total production expense for the year ended December 31, 2020, decreased 22 percent,
compared with 2019. Please refer to A Year-to-Year Overview of Selected Production and Financial Information, Including Trends for additional discussion of the
components of production expense.

The following table presents the changes in our net equivalent production, production revenue, and production expense, by area, between the years
ended December 31, 2019, and 2018:

Net Equivalent Production Production Revenue Production Expense
Increase (Decrease) Increase (Decrease) Increase (Decrease)
(MBOE per day) (in millions) (in millions)
Midland Basin 146 $ 1311 § 31.5
South Texas 0.4 (124.5) 5.2
Rocky Mountain M (3.1) (57.2) (23.3)
Total 120 $ (50.6) $ 13.3

Note: Amounts may not calculate due to rounding.
() We divested all remaining producing assets in the Rocky Mountain region in the first half of 2018. As a result, there have been no production volumes from
this region after the second quarter of 2018.

Average net daily equivalent production volumes for the year ended December 31, 2019, increased 10 percent compared with 2018, primarily as a
result of increased production from our Midland Basin assets. As a result of increased Midland Basin production, oil production as a percentage of our overall
product mix increased from 43 percent in 2018, to 45 percent in 2019. Oil, gas, and NGL production revenues decreased three percent for the year ended
December 31, 2019, compared with 2018, as a result of lower
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commodity pricing and the divestiture in the first half of 2018 of our remaining producing assets in the Rocky Mountain region. Total production expense for the
year ended December 31, 2019, increased three percent compared with 2018, due to increased LOE and ad valorem tax expense, partially offset by decreased
production taxes and transportation costs. Production expense on a per BOE basis decreased six percent for the year ended December 31, 2019, compared
with 2018, primarily due to increased production volumes, decreased transportation costs, and decreased production taxes resulting from lower oil, gas, and
NGL production revenues.

Net gain on divestiture activity

For the Years Ended December 31,
2020 2019 2018
(in millions)
Net gain on divestiture activity $ 01 $ 09 $ 426.9

No material divestitures occurred during 2020 or 2019. For the year ended December 31, 2018, we recorded a total net gain of $410.6 million for the
divestiture of our Powder River Basin assets (the “PRB Divestiture”), and a combined total net gain of $15.4 million for the completed divestitures of our
remaining assets in the Williston Basin located in Divide County, North Dakota (the “Divide County Divestiture”) and our Halff East assets in the Midland Basin
(the “Halff East Divestiture”). Please refer to Note 3 — Acquisitions, Divestitures, and Assets Held for Sale in Part |1, Item 8 of this report for additional discussion.

Depletion, depreciation, amortization, and asset retirement obligation liability accretion

For the Years Ended December 31,

2020 2019 2018
(in millions)
Depletion, depreciation, amortization, and asset
retirement obligation liability accretion $ 7850 $ 8238 $ 665.3

DD&A expense for the year ended December 31, 2020, decreased five percent compared with 2019. The decrease was primarily driven by the
reduction in the depletable cost basis of our South Texas proved oil and gas properties as a result of proved property impairments recognized during the first
quarter of 2020, partially offset by higher production volumes from our oil producing Midland Basin assets as these assets have higher depletion rates than our
primarily gas and NGL producing South Texas assets. DD&A expense for the year ended December 31, 2019, increased 24 percent compared with 2018,
primarily driven by a 25 percent increase in production volumes from our Midland Basin assets during the same period. Please refer to A Year-to-Year Overview
of Selected Production and Financial Information, Including Trends above for discussion of DD&A expense on a per BOE basis.

Exploration
For the Years Ended December 31,
2020 2019 2018
(in millions)

Geological and geophysical expenses $ 43 $ 29 $ 5.6
Exploratory dry hole — 4.8 —
Overhead and other expenses 36.7 43.8 49.6
Total $ 410 § 515 $ 55.2

Exploration expense decreased 20 percent for the year ended December 31, 2020, compared with 2019. The decrease for the year ended
December 31, 2020, was primarily driven by the reorganization of certain functions in the fourth quarter of 2019 that eliminated duplicative regional operational
functions and reduced overhead costs. Exploration expense is impacted by actual geological and geophysical studies we perform and the potential for
exploratory dry hole expense.
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Impairment

For the Years Ended December 31,

2020 2019 2018
(in millions)
Impairment of proved oil and gas properties and related
support equipment $ 956.7 $ — —
Abandonment and impairment of unproved properties 59.3 33.8 49.9
Total $ 1,016.0 $ 338 $ 49.9

As a result of the decrease in commodity price forecasts at the end of the first quarter of 2020, specifically decreases in oil and NGL prices, we
recorded impairment expense related to our South Texas proved oil and gas properties and related support facilities. There were no proved oil and gas property
impairments recorded in 2019, and 2018. Unproved property abandonments and impairments recorded during the years ended December 31, 2020, 2019, and
2018, related to actual and anticipated lease expirations, as well as actual and anticipated losses of acreage due to title defects, changes in development plans,
and other inherent acreage risks.

We expect proved property impairments to occur more frequently in periods of declining or depressed commodity prices, and that the frequency of
unproved property abandonments and impairments will fluctuate with the timing of lease expirations or title defects, and changing economics associated with
decreases in commodity prices. Additionally, changes in drilling plans, unsuccessful exploration activities, and downward engineering revisions may result in
proved and unproved property impairments.

Reserve estimates and related impairments of proved and unproved properties are difficult to predict in a volatile price environment. If commodity
prices for the products we produce decline as a result of supply and demand fundamentals associated with the Pandemic or other macroeconomic events, we
may experience additional proved and unproved property impairments in the future. Future impairments of proved and unproved properties are difficult to
predict; however, based on our commodity price assumptions as of February 4, 2021, we do not expect any material oil and gas property impairments in the first
quarter of 2021 resulting from commaodity price impacts.

Please refer to Critical Accounting Policies and Estimates below for additional discussion.

General and administrative

For the Years Ended December 31,
2020 2019 2018
(in millions)
General and administrative $ 992 $ 1328 $ 116.5

G&A expense decreased 25 percent for the year ended December 31, 2020, compared with 2019. Please refer to A Year-to-Year Overview of Selected
Production and Financial Information, Including Trends above for discussion of G&A expense.

Net derivative (gain) loss

For the Years Ended December 31,
2020 2019 2018
(in millions)
Net derivative (gain) loss $ (161.6) $ 975 §$ (161.8)

We recognized a net derivative gain of $161.6 million for the year ended December 31, 2020. The gain was primarily driven by gains on the settlement
of derivative contracts of $351.3 million offset by $189.7 million in downward mark-to-market adjustments due to the strengthening of commodity prices towards
the end of 2020.

We recognized a net derivative loss of $97.5 million for the year ended December 31, 2019. The loss was primarily driven by $136.7 million in
downward mark-to-market adjustments offset by gains on the settiement of derivative contracts of $39.2 million.

We recognized a net derivative gain of $161.8 million for the year ended December 31, 2018. The gain was primarily driven by upward mark-to market
adjustments of $297.6 million offset by losses on the settlement of derivative contracts of $135.8 million.

Please refer to Note 10 — Derivative Financial Instruments in Part Il, ltem 8 of this report for additional discussion.
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Interest expense

For the Years Ended December 31,

2020 2019 2018
(in millions)
Interest expense $ (163.9) $ (159.1) $ (160.9)

Interest expense increased three percent for the year ended December 31, 2020, compared with 2019, primarily due to an increase in interest expense
associated with borrowings under our revolving credit facility and a decrease in interest expense capitalized to wells. We expect interest expense related to our
Senior Notes to be relatively flat in 2021 compared with 2020 as the increase related to the higher interest rate on the 2025 Senior Secured Notes will be mostly
offset by the decreased interest associated with the reduction in the aggregate principal amount of Senior Notes resulting from exchanges and redemptions in
2020. Total interest expense is impacted by, and can vary based on, the timing and amount of borrowings under our revolving credit facility. Please refer to
Overview of Liquidity and Capital Resources below, and to Note 5 — Long-Term Debt in Part Il, ltem 8 of this report for additional discussion, including the
definitions of 2025 Senior Secured Notes and Senior Notes.

Net gain (loss) on extinguishment of debt

For the Years Ended December 31,
2020 2019 2018
(in millions)
Net gain (loss) on extinguishment of debt $ 280.1 $ — 3 (26.7)

The Exchange Offers executed during the second quarter of 2020 resulted in a net gain on extinguishment of debt of $227.3 million, which was
primarily comprised of the gain on the partial principal redemption of Old Notes and the debt discount associated with the issuance of the 2025 Senior Secured
Notes. Additionally, during the year ended December 31, 2020, we repurchased certain of our 6.125% Senior Notes due 2022 (2022 Senior Notes”) and 5.0%
Senior Notes due 2024 (“2024 Senior Notes”) in open market transactions, resulting in a net gain on extinguishment of debt of $52.8 million, $15.5 million of
which was recorded in the fourth quarter of 2020. Please refer to Note 5 — Long-Term Debt in Part I, ltem 8 of this report for additional discussion, including the
definitions of Exchange Offers and Old Notes.

Income tax (expense) benefit

For the Years Ended December 31,

2020 2019 2018
(in millions, except tax rate)
Income tax (expense) benefit $ 192.1 $ 44.0 $ (143.4)
Effective tax rate 20.1 % 191 % 22.0%

The increase in the effective tax benefit rate for the year ended December 31, 2020, compared with 2019, was primarily due to the differing effects of
permanent items on the loss before income taxes for each of the years ended December 31, 2020, and 2019. The valuation allowance recorded on our deferred
tax assets combined with the effects of excess tax deficiencies from stock-based compensation awards, limits on expensing of certain covered individuals’
compensation, and other permanent expense items decreased the tax benefit rate for the year ended December 31, 2020, compared with 2019. This decrease
was partially offset by state permanent items reflecting state planning strategies which increased the tax benefit rate for the year ended December 31, 2020.
Changes to the Internal Revenue Code (“IRC”) could eliminate or reduce certain oil and gas industry deductions and could increase the overall corporate income
tax rate.

The decrease in the effective tax rate for the year ended December 31, 2019, compared with 2018, was primarily due to the differing effects of
permanent items on the loss before income taxes for the year ended December 31, 2019, compared to the impact of these items on income before income
taxes for 2018. Excess tax deficiencies from stock-based compensation awards, limits on expensing of certain covered individual's compensation, and other
permanent expense items reduced the tax benefit rate for the year ended December 31, 2019. These same items increased the tax expense rate for the year
ended December 31, 2018. The reduction in the tax expense rate also reflects a cumulative effect in 2018 from divestitures, and the impact of a correlative
change to our state apportionment rate.

Please refer to Overview of Liquidity and Capital Resources and Critical Accounting Policies and Estimates below as well as Note 4 — Income Taxes in
Part Il, Item 8 of this report for further discussion.
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Overview of Liquidity and Capital Resources

Based on the current commodity price environment, we believe we have sufficient liquidity and capital resources to execute our business plan while
continuing to meet our current financial obligations in a challenging commodity price environment. We continue to manage the duration and level of our drilling
and completion service commitments in order to maintain flexibility with regard to our activity level and capital expenditures, and we have successfully
renegotiated certain contracts allowing us to realize cost savings that directly support our objective of maximizing cash flows.

Sources of Cash

We expect our 2021 capital program to be funded by cash flows from operations. Although we expect cash flows from operations to be sufficient to fund
our expected 2021 capital program, we may also use borrowings under our revolving credit facility or may elect to raise funds through new debt or equity
offerings or from other sources of financing. If we raise additional funds through the issuance of equity or convertible debt securities, the percentage ownership
of our current stockholders could be diluted, and these newly issued securities may have rights, preferences, or privileges senior to those of existing
stockholders and bondholders. Additionally, we may enter into carrying cost and sharing arrangements with third parties for certain exploration or development
programs. All of our sources of liquidity can be affected by the general conditions of the broader economy, force majeure events, fluctuations in commodity
prices, operating costs, tax law changes and volumes produced, all of which affect us and our industry.

As a result of the current macroeconomic environment, our credit ratings were downgraded during 2020 by three major credit rating agencies. These
downgrades and any future downgrades in our credit ratings could make it more difficult or expensive for us to borrow additional funds.

We have no control over the market prices for oil, gas, or NGLs, although we may be able to influence the amount of our realized revenues from our oil,
gas, and NGL sales through the use of derivative contracts as part of our commodity price risk management program. Commaodity derivative contracts may limit
the prices we receive for our oil, gas, and NGL sales if oil, gas, or NGL prices rise substantially over the price established by the commodity derivative contract.
Please refer to Note 10 — Derivative Financial Instruments in Part I, Item 8 of this report for additional information about our oil, gas, and NGL derivative
contracts currently in place and the timing of settlement of those contracts.

Credit Agreement

Our Credit Agreement provides for a senior secured revolving credit facility with a maximum loan amount of $2.5 billion, and a borrowing base and
aggregate lender commitments of $1.1 billion. The borrowing base under the Credit Agreement is subject to regular, semi-annual redetermination, and considers
the value of both our (a) proved oil and gas properties reflected in the most recent reserve report provided to our lenders under the Credit Agreement; and (b)
commodity derivative contracts, each as determined by our lender group. During the fourth quarter of 2020, we completed the fall semi-annual borrowing base
redetermination with our lenders, and entered into the Fifth Amendment to the Credit Agreement, which among other items, reaffirmed the borrowing base and
aggregate lender commitments at existing levels and extended the date through which we may incur Permitted Second Lien Debt, as defined in Note 5 — Long-
Term Debt in Part Il, Item 8 of this report. As of December 31, 2020, we had $380.8 million of Permitted Second Lien Debt capacity available until the next
scheduled redetermination date of April 1, 2021, provided that all principal amounts of such debt are used to redeem unsecured senior debt of the Company for
less than or equal to 80% of par value. As of December 31, 2020, the remaining available borrowing capacity under our Credit Agreement provided $965.0
million in liquidity. Our borrowing base can be adjusted as a result of changes in commodity prices, acquisitions or divestitures of proved properties, or financing
activities, all as provided for in the Credit Agreement. No individual bank participating in our Credit Agreement represents more than 10 percent of the lender
commitments under the Credit Agreement. Please refer to Note 5 — Long-Term Debt in Part Il, Item 8 of this report for additional discussion as well as the
presentation of the outstanding balance, total amount of letters of credit, and available borrowing capacity under our Credit Agreement as of February 4, 2021,
December 31, 2020, and December 31, 2019.

We must comply with certain financial and non-financial covenants under the terms of the Credit Agreement, including covenants limiting dividend
payments and requiring that we maintain certain financial ratios, as set forth in the Credit Agreement. We were in compliance with all financial and non-financial
covenants as of December 31, 2020, and through the filing of this report. Please refer to Note 5 — Long-Term Debt in Part ll, Item 8 of this report for additional
discussion.

Our daily weighted-average revolving credit facility debt balance was approximately $145.6 million and $115.2 million for the years ended
December 31, 2020, and 2019, respectively. Cash flows provided by our operating activities, proceeds received from divestitures of properties, capital markets
activities, including open market debt repurchases, repayment of scheduled debt maturities, and our capital expenditures, including acquisitions, all impact the
amount we borrow under our revolving credit facility.

Under our Credit Agreement, borrowings in the form of Eurodollar loans accrue interest based on LIBOR. The use of LIBOR as a global reference rate
is expected to be discontinued after 2021. Our Credit Agreement specifies that if LIBOR is no longer a widely used benchmark rate, or if it is no longer used for
determining interest rates for loans in the United States, a replacement interest rate that fairly reflects the cost to the lenders of funding loans shall be
established by the Administrative Agent, as defined in the Credit Agreement, in consultation with us. We currently do not expect the transition from LIBOR to
have a material impact on interest expense

50



or borrowing activities under the Credit Agreement, or to otherwise have a material adverse impact on our business. Please refer to Note 1 — Summary of
Significant Accounting Policies in Part I, Item 8 of this report for discussion of FASB ASU 2020-04 which provides guidance related to reference rate reform.

Weighted-Average Interest and Weighted-Average Borrowing Rates
Our weighted-average interest rate includes paid and accrued interest, fees on the unused portion of the aggregate commitment amount under the
Credit Agreement, letter of credit fees, the non-cash amortization of deferred financing costs, and the non-cash amortization of the discounts related to the 2025

Senior Secured Notes and 2021 Senior Secured Convertible Notes, each as defined in Note 5 — Long-Term Debt in Part Il, Item 8 of this report. Our weighted-
average borrowing rate includes paid and accrued interest only.

The following table presents our weighted-average interest rates and our weighted-average borrowing rates for the years ended December 31, 2020,
2019, and 2018:

For the Years Ended December 31,

2020 2019 2018
Weighted-average interest rate 7.0 % 6.4 % 6.4 %
Weighted-average borrowing rate 6.1 % 5.7 % 5.8 %

Our weighted-average interest rates and weighted-average borrowing rates are impacted by the timing of long-term debt issuances and redemptions
and the average outstanding balance on our revolving credit facility. Additionally, our weighted-average interest rates are impacted by the fees paid on the
unused portion of our aggregate lender commitments. For the year ended December 31, 2020, our weighted-average interest rate and our weighted-average
borrowing rate increased, compared with 2019, primarily as a result of the higher interest rate on our 2025 Senior Secured Notes issued during the second
quarter of 2020. The rates disclosed in the above table do not reflect amounts associated with the early redemption of certain of our Old Notes, such as the
acceleration of unamortized deferred financing costs, as these amounts are netted against the associated gain or loss on extinguishment of debt. Please refer
to Note 5 — Long-Term Debt in Part II, ltem 8 of this report for additional discussion including the definition of Old Notes.

Uses of Cash

We use cash for the development, exploration, and acquisition of oil and gas properties and for the payment of operating and general and
administrative costs, income taxes, dividends, and debt obligations, including interest. Expenditures for the development, exploration, and acquisition of oil and
gas properties are the primary use of our capital resources. During 2020, we spent approximately $555.7 million on capital expenditures and on acquiring
proved and unproved oil and gas properties. This amount differs from the costs incurred amount of $585.3 million for the year ended December 31, 2020, as
costs incurred is an accrual-based amount that also includes asset retirement obligations, geological and geophysical expenses, and exploration overhead
amounts. Please refer to Costs Incurred in Supplemental Oil and Gas Information (unaudited) in Part I, Item 8 of this report for additional discussion.

The amount and allocation of our future capital expenditures will depend upon a number of factors, including our cash flows from operating, investing,
and financing activities, our ability to execute our development program, and the number and size of acquisitions. In addition, the impact of oil, gas, and NGL
prices on investment opportunities, the availability of capital, tax law changes, and the timing and results of our exploration and development activities may lead
to changes in funding requirements for future development. We periodically review our capital expenditure budget to assess if changes are necessary based on
current and projected cash flows, acquisition and divestiture activities, debt requirements, and other factors. The macroeconomic events discussed throughout
this report impacted our capital program in 2020. We are unable to reasonably estimate the period of time that these market conditions will exist, the extent of
the impact they will have on our business, liquidity, results of operations, financial condition, or the timing of any subsequent recovery.

Changes to the IRC could increase the corporate income tax rate and could eliminate or reduce current tax deductions for intangible drilling costs,
depreciation of equipment costs, and other deductions which currently reduce our taxable income. Future legislation regarding these issues could reduce our net
cash provided by operating activities over time, and could therefore result in a reduction of funding available for the items discussed above.

We may from time to time repurchase or redeem all or portions of our outstanding debt securities for cash, through exchanges for other securities, or a
combination of both. Such repurchases or redemptions may be made in open market transactions, privately negotiated transactions, or otherwise. Any such
repurchases or redemptions will depend on prevailing market conditions, our liquidity requirements, contractual restrictions, compliance with securities laws, and
other factors. The amounts involved in any such transaction may be material. During 2020, we completed the Exchange Offers, as defined in Note 5 — Long-
Term Debt in Part II, Item 8 of this report, and we repurchased certain of our 2022 Senior Notes and 2024 Senior Notes in open market transactions.
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The balance of our revolving credit facility decreased $29.5 million from $122.5 million at December 31, 2019, to $93.0 million at December 31, 2020,
notwithstanding repurchases of $243.8 million in aggregate principal amount of our Senior Unsecured Notes, as defined in Note 5 — Long-Term Debt in Part I,
Item 8 of this report, and 2021 Senior Convertible Notes for $190.0 million in cash during the twelve months ended December 31, 2020.

Please refer to Note 5 — Long-Term Debt and Note 11 — Fair Value Measurements in Part ll, Item 8 of this report for additional discussion. As part of
our strategy for 2021, we will continue to focus on improving our debt metrics, which may include reducing the amount of our outstanding debt.

As of the filing of this report, we could repurchase up to 3,072,184 shares of our common stock under our stock repurchase program, subject to the
approval of our Board of Directors. Shares may be repurchased from time to time in the open market, or in privately negotiated transactions, subject to market
conditions and other factors, including certain provisions of our Credit Agreement, the indentures governing each series of our outstanding Senior Notes, as
defined in Note 5 — Long-Term Debt in Part |l, Item 8 of this report, compliance with securities laws, and the terms and provisions of our stock repurchase
program. Our Board of Directors periodically reviews this program as part of the allocation of our capital. During 2020, we did not repurchase any shares of our
common stock, and we currently do not plan to repurchase any outstanding shares of our common stock during 2021.

During the years ended December 31, 2020, 2019, and 2018, we paid $2.3 million, $11.3 million, and $11.2 million, respectively, in dividends to our
stockholders. These amounts reflect a dividend of $0.02 per share for the year ended December 31, 2020, and a dividend of $0.10 per share for each of the
years ended December 31, 2019, and 2018. Our current intention is to continue to make dividend payments for the foreseeable future, subject to our future
earnings, our financial condition, covenants under our Credit Agreement and indentures governing each series of our outstanding Senior Notes, other
covenants, and other factors that could arise. The payment and amount of future dividends remains at the discretion of our Board of Directors.

Analysis of Cash Flow Changes Between 2020 and 2019 and Between 2019 and 2018
The following tables present changes in cash flows between the years ended December 31, 2020, 2019, and 2018, for our operating, investing, and

financing activities. The analysis following each table should be read in conjunction with our accompanying consolidated statements of cash flows
(“accompanying statements of cash flows”) in Part Il, Item 8 of this report.

Operating Activities
For the Years Ended December 31, Amount Change Between
2020 2019 2018 2020/2019 2019/2018
(in millions)
Net cash provided by operating activities $ 7909 $ 8236 $ 7206 $ (327) $ 103.0

Net cash provided by operating activities decreased for the year ended December 31, 2020, compared with the same period in 2019 primarily due to a
$316.9 million decrease in cash received from oil, gas, and NGL production revenues, net of transportation costs and production taxes, offset by an increase in
cash received from settled derivative trades of $290.7 million. Net cash provided by operating activities is affected by working capital changes and the timing of
cash receipts and disbursements.

Derivative settlements increased $202.9 million for the year ended December 31, 2019, compared with 2018. This increase was partially offset by
decreased cash received from oil, gas, and NGL production revenues, net of transportation costs and production taxes of $73.4 million, and increased cash paid
for LOE and ad valorem taxes of $22.0 million for the year ended December 31, 2019, compared with 2018. Cash paid for interest decreased $8.8 million for the
year ended December 31, 2019, compared with 2018, due to the redemption and repurchase of certain senior notes in the third quarter of 2018, partially offset
by increased interest paid on our 6.625% Senior Notes due 2027 (“2027 Senior Notes”) and interest paid on revolving credit facility borrowings during the year
ended December 31, 2019.
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Investing Activities

For the Years Ended December 31, Amount Change Between
2020 2019 2018 2020/2019 2019/2018
(in millions)
Net cash used in investing activities $ (555.6) $ (1,013.3) $ (587.9) $ 4577  $ (425.4)

Net cash used in investing activities decreased for the year ended December 31, 2020, compared with the same period in 2019, primarily due to
reduced capital expenditures of $476.0 million. Net cash used in investing activities during the year ended December 31, 2020, was funded by net cash provided
by operating activities.

Net cash used in investing activities increased for the year ended December 31, 2019, compared with 2018. Proceeds received from the sale of oil and
gas properties were $735.5 million lower in 2019 than in 2018 as no material divestitures occurred during 2019. This was partially offset by lower capital
expenditures of $279.4 million and less cash paid to acquire proved and unproved oil and gas properties of $30.7 million.

Financing Activities
For the Years Ended December 31, Amount Change Between
2020 2019 2018 2020/2019 2019/2018
(in millions)
Net cash provided by (used in) financing
activities $ (235.4) $ 1118 $ (368.7) $ (347.2) $ 480.5

During the year ended December 31, 2020, we paid $136.5 million to repurchase certain of our 2022 Senior Notes and 2024 Senior Notes in open
market transactions, and we paid $53.5 million to certain holders of the 2021 Senior Convertible Notes in connection with the Private Exchange. Please refer
to Note 5 — Long-Term Debt in Part Il, ltem 8 of this report for additional discussion and definitions. For the year ended December 31, 2020, we had net
repayments to our revolving credit facility of $29.5 million, compared to net borrowings of $122.5 million for the year ended December 31, 2019.

During the year ended December 31, 2018, we paid approximately $845.0 million, including premiums, to redeem or repurchase certain of our senior
notes, and we received net proceeds of $492.1 million upon the issuance of our 2027 Senior Notes, as defined in Note 5 — Long-Term Debt in Part Il, Item 8 of
this report. There were no such debt transactions during 2019. Net borrowings under our revolving credit facility were $122.5 million for the year ended
December 31, 2019, compared with no borrowings on our revolving credit facility during 2018.

Interest Rate Risk

We are exposed to market risk due to the floating interest rate associated with any outstanding balance on our revolving credit facility. As of
December 31, 2020, we had a $93.0 million balance on our revolving credit facility. Our Credit Agreement allows us to fix the interest rate for al