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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the definitive proxy statement related to the registrant’s 2023 Annual Meeting of Stockholders (the “Proxy
Statement”) are incorporated by reference into Part III of this report for the year ended December 31, 2022.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

We are including the following discussion to inform our existing and potential security holders generally of some of the risks
and uncertainties that can affect our company and to take advantage of the “safe harbor” protection for forward-looking statements
that applicable federal securities law affords.

From time to time, our management or persons acting on our behalf may make forward-looking statements to inform existing
and potential security holders about our company. All statements other than statements of historical facts included in this report
regarding our financial position, business strategy, plans and objectives of management for future operations, industry conditions,
indebtedness covenant compliance, capital expenditures, production, cash flow, borrowing base under our Revolving Credit Facility
(as defined below), our intention or ability to pay or increase dividends on our capital stock, and impairment are forward-looking
statements. When used in this report, forward-looking statements are generally accompanied by terms or phrases such as “estimate,”
“project,” “predict,” “believe,” “expect,” “continue,” “anticipate,” “target,” “could,” “plan,” “intend,” “seek,” “goal,” “will,” “should,”
“may” or other words and similar expressions that convey the uncertainty of future events or outcomes. Items contemplating or
making assumptions about actual or potential future production, sales, market size, collaborations, cash flows, and trends or operating
results also constitute such forward-looking statements.
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Forward-looking statements involve inherent risks and uncertainties, and important factors (many of which are beyond our
company’s control) that could cause actual results to differ materially from those set forth in the forward-looking statements, including
the following:

* changes in crude oil and natural gas prices, the pace of drilling and completions activity on our current properties and

properties pending acquisition, infrastructure constraints and related factors affecting our properties;

* cost inflation or supply chain disruptions, ongoing legal disputes over and potential shutdown of the Dakota Access
Pipeline;

e our ability to acquire additional development opportunities, potential or pending acquisition transactions, the projected
capital efficiency savings and other operating efficiencies and synergies resulting from our acquisition transactions,
integration and benefits of property acquisitions, or the effects of such acquisitions on our company’s cash position and
levels of indebtedness;

» changes in our reserves estimates or the value thereof, disruption to our company’s business due to acquisitions and other
significant transactions;

e general economic or industry conditions, nationally and/or in the communities in which our company conducts business;

«  changes in the interest rate environment, legislation or regulatory requirements;

*  conditions of the securities markets;

»  risks associated with our Convertible Notes (as defined below), including the potential impact that the Convertible Notes
may have on our financial position and liquidity, potential dilution, and that provisions of the Convertible Notes could
delay or prevent a beneficial takeover of our companys;

« the potential impact of the capped call transaction undertaken in tandem with the Convertible Notes issuance, including
counterparty risk;

* increasing attention to environmental, social and governance matters;

e our ability to consummate any pending acquisition transactions;

»  other risks and uncertainties related to the closing of pending acquisition transactions;

*  our ability to raise or access capital;

»  cyber-incidents could have a material adverse effect on our business, financial condition or results of operations;

»  changes in accounting principles, policies or guidelines;

»  events beyond our control, including a global or domestic health crisis, acts of terrorism, political or economic instability
or armed conflict in oil and gas producing regions;

» other economic, competitive, governmental, regulatory and technical factors affecting our operations, products and
prices; and

»  other factors discussed in this Annual Report on Form 10-K under “Risk Factors,” as updated by any subsequent Forms
10-Q, which are on file with the Securities and Exchange Commission.

We have based any forward-looking statements on our current expectations and assumptions about future events. While our
management considers these expectations and assumptions to be reasonable, they are inherently subject to significant business,
economic, competitive, regulatory and other risks, contingencies and uncertainties, most of which are difficult to predict and many of
which are beyond our control. Accordingly, results actually achieved may differ materially from expected results described in these
statements. Forward-looking statements speak only as of the date they are made. You should consider carefully the statements in “Item



1A. Risk Factors” and other sections of this report, which describe factors that could cause our actual results to differ from those set
forth in the forward-looking statements. Our company does not undertake, and specifically disclaims, any obligation to update any
forward-looking statements to reflect events or circumstances occurring after the date of such statements.

Readers are urged not to place undue reliance on these forward-looking statements, which speak only as of the date of this
report. We assume no obligation to update any forward-looking statements in order to reflect any event or circumstance that may arise
after the date of this report, other than as may be required by applicable law or regulation. Readers are urged to carefully review and
consider the various disclosures made by us in our reports filed with the United States Securities and Exchange Commission (the
“SEC”) which attempt to advise interested parties of the risks and factors that may affect our business, financial condition, results of
operation and cash flows. If one or more of these risks or uncertainties materialize, or if the underlying assumptions prove incorrect,
our actual results may vary materially from those expected or projected.



GLOSSARY OF TERMS
Unless otherwise indicated in this report, natural gas volumes are stated at the legal pressure base of the state or
geographic area in which the reserves are located at 60 degrees Fahrenheit. Crude oil and natural gas equivalents are
determined using the ratio of six Mcf of natural gas to one barrel of crude oil, condensate or natural gas liquids.

The following definitions shall apply to the technical terms used in this report.

Terms used to describe quantities of crude oil and natural gas:

“Bbl.” One stock tank barrel, of 42 U.S. gallons liquid volume, used herein in reference to crude oil, condensate or
NGLs.

“Boe.” A barrel of oil equivalent and is a standard convention used to express crude oil, NGL and natural gas volumes
on a comparable crude oil equivalent basis. Gas equivalents are determined under the relative energy content method by using
the ratio of 6.0 Mcf of natural gas to 1.0 Bbl of crude oil or NGL.

“Boepd.” Boe per day.

“Btu or British Thermal Unit.” The quantity of heat required to raise the temperature of one pound of water by one
degree Fahrenheit.

“MBbI.” One thousand barrels of crude oil, condensate or NGLs.
“MBoe.” One thousand Boe.

“Mcf”> One thousand cubic feet of natural gas.

“MMBbI.” One million barrels of crude oil, condensate or NGLs.
“MMBoe.” One million Boe.

“MMBtu.” One million British Thermal Units.

“MMecf”> One million cubic feet of natural gas.

“NGLs.” Natural gas liquids. Hydrocarbons found in natural gas that may be extracted as liquefied petroleum gas and
natural gasoline.

Terms used to describe our interests in wells and acreage:

“Basin.” A large natural depression on the earth’s surface in which sediments generally brought by water accumulate.

“Completion.” The process of treating a drilled well followed by the installation of permanent equipment for the
production of crude oil, NGLs, and/or natural gas.

“Conventional play.” An area that is believed to be capable of producing crude oil, NGLs, and natural gas occurring in
discrete accumulations in structural and stratigraphic traps.

“Developed acreage.” Acreage consisting of leased acres spaced or assignable to productive wells. Acreage included
in spacing units of infill wells is classified as developed acreage at the time production commences from the initial well in the
spacing unit. As such, the addition of an infill well does not have any impact on a company’s amount of developed acreage.

“Development well.” A well drilled within the proved area of a crude oil, NGL, or natural gas reservoir to the depth of
a stratigraphic horizon (rock layer or formation) known to be productive for the purpose of extracting proved crude oil, NGL, or
natural gas reserves.

“Differential.” The difference between a benchmark price of crude oil and natural gas, such as the NYMEX crude oil
spot price, and the wellhead price received.



“Dry hole.” A well found to be incapable of producing hydrocarbons in sufficient quantities such that proceeds from
the sale of such production exceed production expenses and taxes.

“Exploratory well.” A well drilled to find and produce crude oil, NGLs, or natural gas in an unproved area, to find a
new reservoir in a field previously found to be producing crude oil, NGLs, or natural gas in another reservoir, or to extend a
known reservoir.

“Field” An area consisting of a single reservoir or multiple reservoirs all grouped on, or related to, the same
individual geological structural feature or stratigraphic condition. The field name refers to the surface area, although it may
refer to both the surface and the underground productive formations.

“Formation.” A layer of rock which has distinct characteristics that differs from nearby rock.
“Gross acres or Gross wells.” The total acres or wells, as the case may be, in which a working interest is owned.

“Held by operations.” A provision in an oil and gas lease that extends the stated term of the lease as long as drilling
operations are ongoing on the property.
“Held by production.” A provision in an oil and gas lease that extends the stated term of the lease as long as the
property produces a minimum quantity of crude oil, NGLs, and natural gas.

“Hydraulic fracturing.” The technique of improving a well’s production by pumping a mixture of fluids into the
formation and rupturing the rock, creating an artificial channel. As part of this technique, sand or other material may also be
injected into the formation to keep the channel open, so that fluids or natural gases may more easily flow through the formation.

“Infill well.” A subsequent well drilled in an established spacing unit of an already established productive well in the
spacing unit. Acreage on which infill wells are drilled is considered developed commencing with the initial productive well
established in the spacing unit. As such, the addition of an infill well does not have any impact on a company’s amount of
developed acreage.

“Net acres.” The percentage ownership of gross acres. Net acres are deemed to exist when the sum of fractional
ownership working interests in gross acres equals one (e.g., a 10% working interest in a lease covering 640 gross acres is
equivalent to 64 net acres).

“Net well.” A well that is deemed to exist when the sum of fractional ownership working interests in gross wells
equals one.

“NYMEX.” The New York Mercantile Exchange.
“OPEC.” The Organization of Petroleum Exporting Countries.

“Productive well.” A well that is found to be capable of producing hydrocarbons in sufficient quantities such that
proceeds from the sale of the production exceed production expenses and taxes.

“Recompletion.” The process of treating a drilled well followed by the installation of permanent equipment for the
production of crude oil, NGLs or natural gas or, in the case of a dry hole, the reporting of abandonment to the appropriate
agency.

“Reservoir.” A porous and permeable underground formation containing a natural accumulation of producible crude
oil, NGLs and/or natural gas that is confined by impermeable rock or water barriers and is separate from other reservoirs.

“Spacing.” The distance between wells producing from the same reservoir. Spacing is often expressed in terms of
acres, ¢.g., 40-acre spacing, and is often established by regulatory agencies.

“Unconventional play.” An area believed to be capable of producing crude oil, NGLs, and/or natural gas occurring in
cumulations that are regionally extensive but require recently developed technologies to achieve profitability. These areas tend
to have low permeability and may be closely associated with source rock as this is the case with crude oil and natural gas shale,
tight crude oil and natural gas sands and coal bed methane.
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“Undeveloped acreage.” Leased acreage on which wells have not been drilled or completed to a point that would
permit the production of economic quantities of crude oil, NGLs, and natural gas, regardless of whether such acreage contains
proved reserves. Undeveloped acreage includes net acres held by operations until a productive well is established in the
spacing unit.

“Unit.” The joining of all or substantially all interests in a reservoir or field, rather than a single tract, to provide for
development and operation without regard to separate property interests. Also, the area covered by a unitization agreement.

“Wellbore.” The hole drilled by the bit that is equipped for natural gas production on a completed well. Also called
well or borehole.

“West Texas Intermediate or WTL” A light, sweet blend of oil produced from the ficlds in West Texas.

“Working interest.” The right granted to the lessee of a property to explore for and to produce and own crude oil,
NGLs, natural gas or other minerals. The working interest owners bear the exploration, development, and operating costs on
either a cash, penalty, or carried basis.

“Workover.” QOperations on a producing well to restore or increase production.

Terms used to assign a present value to or to classify our reserves:

“Possible reserves.” The additional reserves which analysis of geoscience and engineering data suggest are less likely
to be recoverable than probable reserves.

“Pre-tax PV-10% or PV-10.” The estimated future net revenue, discounted at a rate of 10% per annum, before income
taxes and with no price or cost escalation or de-escalation in accordance with guidelines promulgated by the SEC.

“Probable reserves.” The additional reserves which analysis of geoscience and engineering data indicate are less
likely to be recovered than proved reserves but which together with proved reserves, are as likely as not to be recovered.

“Proved developed producing reserves (PDPs).” Reserves that can be expected to be recovered through existing wells
with existing equipment and operating methods. Additional crude oil, NGLs, and natural gas expected to be obtained through
the application of fluid injection or other improved recovery techniques for supplementing the natural forces and mechanisms
of primary recovery are included in “proved developed reserves” only after testing by a pilot project or after the operation of an
installed program has confirmed through production response that increased recovery will be achieved.

“Proved developed non-producing reserves (PDNPs).” Proved crude oil, NGLs, and natural gas reserves that are
developed behind pipe, shut-in or that can be recovered through improved recovery only after the necessary equipment has been
installed, or when the costs to do so are relatively minor. Shut-in reserves are expected to be recovered from (1) completion
intervals which are open at the time of the estimate but which have not started producing, (2) wells that were shut-in for market
conditions or pipeline connections, or (3) wells not capable of production for mechanical reasons. Behind-pipe reserves are
expected to be recovered from zones in existing wells that will require additional completion work or future recompletion prior
to the start of production.

“Proved reserves.” The quantities of crude oil, NGLs and natural gas, which, by analysis of geosciences 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. The project to extract the hydrocarbons must have
commenced or the operator must be reasonably certain that it will commence the project within a reasonable time.

“Proved undeveloped drilling location.” A site on which a development well can be drilled consistent with spacing
rules for purposes of recovering proved undeveloped reserves.

“Proved undeveloped reserves” or “PUDs.” 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 development. Reserves on undrilled
acreage are limited to those drilling units offsetting productive units that are reasonably certain of production when drilled.
Proved reserves for other undrilled units are claimed only where it can be demonstrated with reasonable certainty that there is
continuity of production from the existing productive formation. Estimates for proved undeveloped reserves will not be
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attributable to any acreage for which an application of fluid injection or other improved recovery technique is contemplated,
unless such techniques have been proved effective by actual tests in the area and in the same reservoir or an analogous
Treservoir.

1) The area of the reservoir considered as proved includes: (A) the area identified by drilling and limited
by fluid contacts, if any, and (B) adjacent undrilled portions of the reservoir that can, with reasonable certainty, be judged to be
continuous with it and to contain economically producible crude oil, NGLs or natural gas on the basis of available geoscience
and engineering data.

(i1) In the absence of data on fluid contacts, proved quantities in a reservoir are limited by the lowest
known hydrocarbons as seen in a well penetration unless geoscience, engineering, or performance data and reliable technology
establish a lower contact with reasonable certainty.

(iii) Where direct observation from well penetrations has defined a highest known oil elevation and the
potential exists for an associated gas cap, proved oil reserves may be assigned in the structurally higher portions of the reservoir
only if geoscience, engineering or performance data and reliable technology establish the higher contact with reasonable
certainty.

@iv) Reserves which can be produced economically through application of improved recovery techniques
(including, but not limited to, fluid injection) are included in the proved classification when: (A) successful testing by a pilot
project in an area of the reservoir with properties no more favorable than in the reservoir as a whole, the operation of an
installed program in the reservoir or an analogous reservoir, or other evidence using reliable technology establishes the
reasonable certainty of the engineering analysis on which the project or program was based; and (B) the project has been
approved for development by all necessary parties and entities, including governmental entities.

v) Existing economic conditions include prices and costs at which economic producibility from a
reservoir is to be determined. The price shall be the average during the twelve-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 on future
conditions.

“Standardized measure.” Discounted future net cash flows estimated by applying year-end prices to the estimated
future production of year-end proved reserves. Future cash inflows are reduced by estimated future production and development
costs based on period end costs to determine pre-tax cash inflows. Future income taxes, if applicable, are computed by applying
the statutory tax rate to the excess of pre-tax cash inflows over our tax basis in the oil and natural gas properties. Future net cash
inflows after income taxes are discounted using a 10% annual discount rate.
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NORTHERN OIL AND GAS, INC.

ANNUAL REPORT ON FORM 10-K
FOR FISCAL YEAR ENDED DECEMBER 31, 2022
PART I
Item 1. Business

Overview

We are an independent energy company engaged in the acquisition, exploration, development and production of oil
and natural gas properties in the United States, primarily in the Williston Basin, the Appalachian Basin and the Permian Basin.
We believe the location, size and concentration of our acreage positions in some of North America’s leading unconventional oil
and gas resource plays provide us with drilling and development opportunities that will result in significant long-term value.
We currently report a single reportable segment. See “Financial Statements” and the notes to our consolidated financial
statements for financial information about this reportable segment.

Our primary focus is investing in non-operated minority working and mineral interests in oil and gas properties, with a
core area of focus in three premier basins within the United States. As a non-operator, we are able to diversify our investment
exposure by participating in a large number of gross wells, as well as entering into additional project areas by partnering with
numerous experienced operating partners or pursuing value enhancing acquisitions. In addition, because we can generally elect
to participate on a well by well basis, we believe we have increased flexibility in the timing and amount of our capital
expenditures because we are not burdened with various contractual arrangements with respect to minimum drilling obligations.
Further, we are able to avoid exploratory and infrastructure costs incurred by many oil and gas producers.

We seek to create value through strategic acquisitions and partnering with operators who have significant experience
in developing and producing hydrocarbons in our core areas. We have more than 95 experienced operating partners that
provide technical insights and opportunities for acquisitions. Across these operators, no single operator represented more than
20% of our fourth quarter 2022 oil and natural gas sales.

Prior to 2020, we focused our operations exclusively on oil-weighted properties in the Williston Basin. We first
expanded beyond the Williston Basin in 2020, with several small acquisitions in the Permian Basin. In 2021 and 2022, we
accelerated our diversification outside the Williston Basin via larger acquisitions, including the acquisition of significant
producing natural gas properties in the Appalachian Basin and several acquisitions in the Permian Basin. We have also added
to our legacy position in the Williston Basin via larger acquisitions. See Notes 3 and 14 to our financial statements for further
details regarding these acquisitions. Our acquisition activity was a significant driver of our production growth from 64,155 Boe
per day in the fourth quarter of 2021 to 78,854 Boe per day in the fourth quarter of 2022.

The following table provides a summary of certain information regarding our assets as of December 31, 2022,
including reserves information audited by our third-party independent reserve engineers, Cawley, Gillespie & Associates, Inc.
(“Cawley”).

As of December 31, 2022
Net Productive Wells ?’Z?)l;iaug:ti]zigly l{::e)szsfgs % Proved
Acres Gross Net (Boe per day) (MBoe) % Oil Developed
Williston Basin 182,168 7,487 608.0 44,028 186,165 70 % 69 %
Permian Basin 17,616 818 92.8 22,696 53,116 62 72
Appalachian Basin 59,186 367 98.5 12,130 91,528 — 52
Total 258,970 8,072 799.3 78,854 330,809 49 % 65 %

()" Represents the average daily production over the three months ended December 31, 2022.



Business Strategy

Our business strategy is focused on growing our reserves, production and free cash flow to create long-term value for
our stakeholders while maintaining a strong balance sheet. The key elements of our business strategy include the following:

e Diversify Our Risk Through Non-Operated Participation in a Large Number of Wells and Multiple Basins. As a
non-operator, we seek to diversify our investment and operational risk through participation in a large number of oil
and gas wells and with multiple operators across multiple basins. As of December 31, 2022, we have participated in
8,672 gross (799.3 net) producing wells with an average working interest of 9.2% in each gross well, with more than
95 experienced operating partners. We also believe that we can further diversify our risk with acquisitions in
multiple basins, focusing on accretive acquisitions of top tier assets with top tier operators in the premier basins in
the United States. For the three months ended December 31, 2022, our production consisted of approximately
44,028 Boe per day in the Williston Basin, 22,696 Boe per day in the Permian Basin, and 12,130 Boe per day in the
Appalachian Basin.

*  Accelerate Growth by Pursuing Value-Enhancing Acquisitions. We strive to be the natural consolidator and
clearing house of non-operated working interests in various leading oil and gas shale plays in the United States. Our
“ground game” acquisition strategy is to build a strong presence in our core basins and seek to acquire smaller
additional lease positions at a significant discount to the contiguous acreage positions typically sought by larger
producers and operators of oil and gas wells, focusing on near term drilling opportunities. Such acquisitions have
been a significant driver of our net well additions and additions to production. We intend to continue these
activities, while at the same time evaluating and pursuing larger non-operated asset packages that we believe can
responsibly add significant production, cash flow and scale to existing operations.

*  Build and Maintain a Strong Balance Sheet and Proactively Manage to Limit Downside. We strive for financial
strength and flexibility through the prudent management of our balance sheet. We intend to use a significant portion
of our expected free cash flow in 2023 to reduce our borrowings under our Revolving Credit Facility with the
objective of maintaining leverage near our target of 1.0x Debt / Adjusted EBITDA.

o Systematic Hedging Strategy. Given the volatility of the commodity price environment, we employ an active
commodity price risk management program to better enable us to execute our business plan over the entire
commodity price cycle. We have a rolling target of hedging 60% or more of our anticipated next 18-month
production.

e Stockholder Returns. The foregoing strategies are collectively aimed at building a diversified, low-leverage, cash
generating business that can deliver meaningful returns to our investors. We have provided stockholder returns in
the form of cash dividends and security repurchases, and will seek to grow stockholder returns over time.

Industry Operating Environment

The oil and natural gas industry is a global market impacted by many factors, such as government regulations,
particularly in the areas of taxation, energy, climate change and the environment, political and social developments in the
Middle East, demand in Asian and European markets, and the extent to which members of OPEC and other oil exporting
nations manage oil supply through export quotas. Natural gas prices are generally determined by North American supply and
demand and are also affected by imports and exports of liquefied natural gas. Weather also has a significant impact on demand
for natural gas since it is a primary heating source.

Oil and natural gas prices have been, and we expect may continue to be, volatile. Lower oil and gas prices not only
decrease our revenues, but an extended decline in oil or gas prices may affect planned capital expenditures and the oil and
natural gas reserves that we can economically produce. Lower oil and gas prices may also reduce the amount of our borrowing
base under our Revolving Credit Facility, which is determined at the discretion of the lenders based on various factors including
the collateral value of our proved reserves. While lower commodity prices may reduce our future net cash flow from operations,
we expect to have sufficient liquidity to continue development of our oil and gas properties. In addition, we undertake an active
commodity hedging program that is designed to help stabilize the volatile commodity pricing environment and protect cash
flows in a potential downturn.

The oil and natural gas industry is very cyclical and the demand for goods and services of oil field companies,
suppliers and others associated with the industry put extreme pressure on the economic stability and pricing structure within the
industry. Typically, as prices for oil and natural gas increase, so do all associated costs. Conversely, in a period of declining



prices, associated cost declines are likely to lag and may not adjust downward in proportion. Additionally, ongoing inflationary
pressures have resulted in and may result in additional increases to the costs of goods, services and personnel. Material changes
in prices impact our current revenue stream, estimates of future reserves, borrowing base calculations of bank loans, impairment
assessments of oil and natural gas properties, and values of properties in purchase and sale transactions. Sustained levels of high
inflation caused the U.S. Federal Reserve and other central banks to increase interest rates multiple times in 2022 in an effort to
curb inflationary pressure on the costs of goods and services, which could additionally have the effects of raising the cost of
capital and depressing economic growth.

Development

We primarily engage in oil and natural gas exploration and production by participating on a proportionate basis
alongside third-party interests in wells drilled and completed in spacing units that include our acreage. In addition, we acquire
wellbore-only working interests in wells in which we do not hold the underlying leasehold interests from third parties unable or
unwilling to participate in particular well proposals. We typically depend on drilling partners to propose, permit and initiate the
drilling of wells. Prior to commencing drilling, our partners are required to provide all owners of oil, natural gas and mineral
interests within the designated spacing unit the opportunity to participate in the drilling costs and revenues of the well to the
extent of their pro-rata share of such interest within the spacing unit. We assess each drilling opportunity on a case-by-case
basis and participate in wells that we expect to meet our return thresholds based upon our estimates of ultimate recoverable oil
and natural gas, expected oil and gas prices, expertise of the operator, and completed well cost from each project, as well as
other factors. Historically, we have participated pursuant to our working interest in a vast majority of the wells proposed to us.
However, declines in oil prices typically reduce both the number of well proposals we receive and the proportion of well
proposals in which we elect to participate. Our land and engineering team uses our extensive database to make these economic
decisions. Given our large acreage footprint and substantial number of well participations, we believe we can make accurate
economic drilling decisions.

Historically, we have not managed our commodities marketing activities internally. Instead, our operating partners
generally market and sell oil and natural gas produced from wells in which we have an interest. Our operating partners
coordinate the transportation of our oil and gas production from our wells to appropriate pipelines or rail transport facilities
pursuant to arrangements that they negotiate and maintain with various parties purchasing the production. We understand that
our partners generally sell our production to a variety of purchasers at prevailing market prices under separately negotiated
short-term contracts. Although we have historically relied on our operating partners for these activities, we may in the future
seek to take a portion of our production in kind and internally manage the marketing activities for such production. The price at
which our production is sold is generally tied to the spot market for oil or natural gas. The price at which our oil production is
sold typically reflects a discount to the NYMEX benchmark price. This differential primarily represents the transportation costs
in moving the oil from wellhead to refinery and will fluctuate based on availability of pipeline, rail and other transportation
methods. The price at which our natural gas production is sold may reflect either a discount or premium to the NYMEX
benchmark price. Using our commodity hedging program, we may, from time to time, enter into financial hedging contracts to
help mitigate pricing risk and volatility with respect to differentials.

Competition

The oil and natural gas industry is intensely competitive and we compete with numerous other oil and natural gas
exploration and production companies, many of which have substantially greater resources than we have and may be able to
pay more for exploratory prospects and productive oil and natural gas properties. Our larger or integrated competitors may be
better able to absorb the burden of existing, and any changes to, federal, state, and local laws and regulations than we can,
which would adversely affect our competitive position. Our ability to discover reserves and acquire additional properties in the
future is dependent upon our ability and resources to evaluate and select suitable properties and to consummate transactions in
this highly competitive environment.

Marketing and Customers

The market for oil and natural gas that will be produced from our properties depends on many factors, including the
extent of domestic production and imports of oil and natural gas, the proximity and capacity of pipelines and other
transportation and storage facilities, demand for oil and natural gas, the marketing of competitive fuels and the effects of state
and federal regulation. The oil and natural gas industry also competes with other industries in supplying the energy and fuel
requirements of industrial, commercial and individual consumers.

Our oil production is expected to be sold at prices tied to the spot oil markets. Our natural gas production is expected
to be sold under short-term contracts and priced based on first of the month index prices or on daily spot market prices. We



rely on our operating partners to market and sell our production. Our operating partners include a variety of exploration and
production companies, from large publicly-traded companies to small, privately-owned companies. We do not believe the loss
of any single operator would have a material adverse effect on our company as a whole.

Title to Properties

Our oil and natural gas properties are subject to customary royalty and other interests, liens under indebtedness, liens
incident to operating agreements, liens for current taxes and other burdens, including other mineral encumbrances and
restrictions. Our indebtedness under our Revolving Credit Facility is also secured by liens on substantially all of our assets.
We do not believe that any of these burdens materially interfere with the use of our properties or the operation of our business.

We believe that we have satisfactory title to or rights in our producing properties. As is customary in the oil and gas
industry, minimal investigation of title is made at the time of acquisition of undeveloped properties. In most cases, we
investigate title only when we acquire producing properties or before commencement of drilling operations.

Seasonality

Winter weather conditions and lease stipulations can limit or temporarily halt the drilling and producing activities of
our operating partners and other oil and natural gas operations. These constraints and the resulting shortages or high costs could
delay or temporarily halt the operations of our operating partners and materially increase our operating and capital costs. Such
seasonal anomalies can also pose challenges for meeting well drilling objectives and may increase competition for equipment,
supplies and personnel during the spring and summer months, which could lead to shortages and increase costs or delay or
temporarily halt our operating partners’ operations.

Principal Agreements Affecting Our Ordinary Business

We generally do not own physical real estate, but, instead, our acreage is primarily comprised of leasehold interests
subject to the terms and provisions of lease agreements that provide our company the right to participate in drilling and
maintenance of wells in specific geographic areas. Lease arrangements that comprise our acreage positions are generally
established using industry-standard terms that have been established and used in the oil and natural gas industry for many years.
Many of our leases are or were acquired from other parties that obtained the original leasehold interest prior to our acquisition
of the leasehold interest.

In general, our lease agreements stipulate three-to-five year terms. Bonuses and royalty rates are negotiated on a case-
by-case basis consistent with industry standard pricing. Once a well is drilled and production established, the leased acreage in
the applicable spacing unit is considered developed acreage and is held by production. Other locations within the drilling unit
created for a well may also be drilled at any time with no time limit as long as the lease is held by production. Given the
current pace of drilling in the areas of our operations, we do not believe lease expiration issues will materially affect our
acreage position.

Governmental Regulation and Environmental Matters

Our operations are subject to various rules, regulations and limitations impacting the oil and natural gas exploration
and production industry as whole.

Regulation of Oil and Natural Gas Production

Our oil and natural gas exploration, production and related operations are subject to extensive rules and regulations
promulgated by federal, state, tribal and local authorities and agencies. For example, many states require permits for drilling
operations, drilling bonds and reports concerning operations and impose other requirements relating to the exploration and
production of oil and natural gas. Many states also have statutes or regulations addressing conservation matters, including
provisions for the unitization or pooling of oil and natural gas properties, the location of wells, the method of drilling and casing
wells, the surface use and restoration of properties upon which wells are drilled, the sourcing and disposal of water used in the
process of drilling, completion and abandonment, the establishment of maximum rates of production from wells, and the
regulation of spacing, plugging and abandonment of such wells. Moreover, the Biden Administration has indicated that it
expects to impose additional federal regulations limiting access to and production from federal lands. The effect of these
regulations is to limit the amount of oil and natural gas that we can produce from our wells and to limit the number of wells or
the locations at which we can drill. Moreover, many states impose a production or severance tax with respect to the production
and sale of oil, natural gas and natural gas liquids within their jurisdictions. Failure to comply with any such rules and



regulations can result in substantial penalties. The regulatory burden on the oil and natural gas industry will most likely
increase our cost of doing business and may affect our profitability. Because such rules and regulations are frequently amended
or reinterpreted, we are unable to predict the future cost or impact of complying with such laws. Significant expenditures may
be required to comply with governmental laws and regulations and may have a material adverse effect on our financial
condition and results of operations. Additionally, currently unforeseen environmental incidents may occur or past non-
compliance with environmental laws or regulations may be discovered. Therefore, we are unable to predict the future costs or
impact of compliance. Additional proposals and proceedings that affect the oil and natural gas industry are regularly considered
by Congress, the states, the Federal Energy Regulatory Commission (“FERC”) and the courts. We cannot predict when or
whether any such proposals may become effective.

Regulation of Transportation of Oil

Sales of crude oil, condensate and natural gas liquids are not currently regulated and are made at negotiated prices.
Nevertheless, Congress could reenact price controls in the future. Our sales of crude oil are affected by the availability, terms
and cost of transportation. The transportation of oil by common carrier pipelines is also subject to rate and access regulation.
The FERC regulates interstate oil pipeline transportation rates under the Interstate Commerce Act. In general, interstate oil
pipeline rates must be cost-based, although settlement rates agreed to by all shippers are permitted and market-based rates may
be permitted in certain circumstances. Effective January 1, 1995, the FERC implemented regulations establishing an indexing
system (based on inflation) for transportation rates for oil pipelines that allows a pipeline to increase its rates annually up to a
prescribed ceiling, without making a cost of service filing. Every five years, the FERC reviews the appropriateness of the index
level in relation to changes in industry costs. On January 20, 2022, the FERC established a new price index for the five-year
period which commenced on July 1, 2021.

Intrastate oil pipeline transportation rates are subject to regulation by state regulatory commissions. The basis for
intrastate oil pipeline regulation, and the degree of regulatory oversight and scrutiny given to intrastate oil pipeline rates varies
from state to state. Insofar as effective interstate and intrastate rates are equally applicable to all comparable shippers, we
believe that the regulation of oil transportation rates will not affect our operations in any way that is of material difference from
those of our competitors who are similarly situated.

Further, interstate and intrastate common carrier oil pipelines must provide service on a non-discriminatory basis.
Under this open access standard, common carriers must offer service to all similarly situated shippers requesting service on the
same terms and under the same rates. When oil pipelines operate at full capacity, access is generally governed by pro-rationing
provisions set forth in the pipelines’ published tariffs. Accordingly, we believe that access to oil pipeline transportation services
generally will be available to us to the same extent as to our similarly situated competitors.

Regulation of Transportation and Sales of Natural Gas

Historically, the transportation and sale for resale of natural gas in interstate commerce has been regulated by the
FERC under the Natural Gas Act of 1938 (“NGA”), the Natural Gas Policy Act of 1978 and regulations issued under those
statutes. In the past, the federal government has regulated the prices at which natural gas could be sold. While sales by
producers of natural gas can currently be made at market prices, Congress could reenact price controls in the future.

Onshore gathering services, which occur upstream of FERC jurisdictional transmission services, are regulated by the
states. Although the FERC has set forth a general test for determining whether facilities perform a non-jurisdictional gathering
function or a jurisdictional transmission function, the FERC’s determinations as to the classification of facilities is done on a
case-by-case basis. State regulation of natural gas gathering facilities generally includes various safety, environmental and, in
some circumstances, nondiscriminatory take requirements. Although such regulation has not generally been affirmatively
applied by state agencies, natural gas gathering may receive greater regulatory scrutiny in the future.

Intrastate natural gas transportation and facilities are also subject to regulation by state regulatory agencies, and certain
transportation services provided by intrastate pipelines are also regulated by FERC. The basis for intrastate regulation of natural
gas transportation and the degree of regulatory oversight and scrutiny given to intrastate natural gas pipeline rates and services
varies from state to state. Insofar as such regulation within a particular state will generally affect all intrastate natural gas
shippers within the state on a comparable basis, we believe that the regulation of similarly situated intrastate natural gas
transportation in any states in which we operate and ship natural gas on an intrastate basis will not affect our operations in any
way that is of material difference from those of our competitors. Like the regulation of interstate transportation rates, the
regulation of intrastate transportation rates affects the marketing of natural gas that we produce, as well as the revenues we
receive for sales of our natural gas.



Environmental Matters

Our operations and properties are subject to extensive and changing federal, state, tribal and local laws and regulations
relating to environmental protection, including the generation, storage, handling, emission, transportation and discharge of
materials into the environment, and relating to safety and health. The recent trend in environmental legislation and regulation
generally is toward stricter standards, and this trend will likely continue. These laws and regulations may:

e require the acquisition of a permit or other authorization and procurement of financial assurance before
construction or drilling commences and for certain other activities;

e limit or prohibit construction, drilling and other activities on certain lands lying within wilderness and other
protected areas; and

*  impose substantial liabilities for pollution resulting from our operations.

The permits required for our operations may be subject to revocation, modification and renewal by issuing authorities.
Governmental authorities have the power to enforce their regulations, and violations are subject to fines or injunctions, or both.
In the opinion of management, we are in substantial compliance with current applicable environmental laws and regulations,
and have no material commitments for capital expenditures to comply with existing environmental requirements. Nevertheless,
changes in existing environmental laws and regulations or in interpretations thereof could have a significant impact on our
company, as well as the oil and natural gas industry in general.

The Comprehensive Environmental, Response, Compensation, and Liability Act (“CERCLA”) and comparable state
statutes impose strict, joint and several liability on several categories of persons, including current and former owners and
operators of sites and on persons who disposed of or arranged for the disposal of “hazardous substances” found at such sites. It
is not uncommon for the neighboring landowners and other third parties to file claims for personal injury and property damage
allegedly caused by the hazardous substances released into the environment. The Federal Resource Conservation and Recovery
Act (“RCRA”) and comparable state statutes govern the disposal of “solid waste” and “hazardous waste” and authorize the
imposition of substantial fines and penalties for noncompliance. Although CERCLA currently excludes petroleum from its
definition of “hazardous substance,” state laws affecting our operations may impose clean-up liability relating to petroleum and
petroleum related products. In addition, although RCRA classifies certain oil field wastes as “non-hazardous” if properly
handled, such exploration and production wastes could be reclassified in the future as hazardous wastes thereby making such
wastes subject to more stringent handling and disposal requirements. Recent regulation and litigation that has been brought
against others in the industry under RCRA concern liability for earthquakes that were allegedly caused by injection of oil field
wastes.

The Endangered Species Act (“ESA”) seeks to ensure that activities do not jeopardize endangered or threatened
animal, fish and plant species, nor destroy or modify the critical habitat of such species. Under the ESA, exploration and
production operations, as well as actions by federal agencies, may not significantly impair or jeopardize the species or its
habitat. The ESA provides for criminal penalties for willful violations of the ESA. Other statutes that provide protection to
animal and plant species and that may apply to our operations include, but are not necessarily limited to, the Fish and Wildlife
Coordination Act, the Fishery Conservation and Management Act, the Migratory Bird Treaty Act and the National Historic
Preservation Act. Although we believe that our operations are in substantial compliance with such statutes, any change in these
statutes or any reclassification of a species as endangered could subject our company (directly or indirectly through our
operating partners) to significant expenses to modify our operations or could force discontinuation of certain operations
altogether. There is also increasing interest in nature-related matters beyond protected species, such as general biodiversity,
which may similarly require us or our customers to incur costs or take other measures which may adversely impact our business
or operations.

The Clean Air Act (“CAA”) controls air emissions from oil and natural gas production and natural gas processing
operations, among other sources. CAA regulations include New Source Performance Standards (“NSPS”) for the oil and natural
gas source category to address emissions of sulfur dioxide and volatile organic compounds (“VOCs”) and a separate set of
emission standards to address hazardous air pollutants frequently associated with oil and natural gas production and processing
activities.

On November 2, 2021, the Environmental Protection Agency (“EPA”) proposed to revise and add to the NSPS
program rules. The proposed rules would formally reinstate methane (a greenhouse gas (“GHG”)) emission limitations for
existing and modified facilities in the oil and gas sector and would also regulate, for the first time under the NSPS program,
existing oil and gas facilities. Specifically, EPA’s proposed new rules would require states to implement plans that meet or
exceed emission federally established emission reduction guidelines for oil and natural gas facilities. On November 11, 2022,
the EPA issued a proposed rule supplementing the November 2021 proposed rule. Among other things, the November 2022
supplemental proposed rule removes an emissions monitoring exemption for small wellhead-only sites and creates a new third-



party monitoring system to flag large emissions events, referred to in the proposed rule as “super emitters.” The EPA is
currently expected to issue a final rule by August 2023. Additionally, various states and groups of states have adopted or are
considering adopting legislation, regulations or other regulatory initiatives that are focused on such areas as greenhouse gas cap
and trade programs, carbon taxes, reporting and tracking programs, and restriction of emissions. At the international level, there
exists the United Nations-sponsored Paris Agreement, which is a non-binding agreement for nations to limit their greenhouse
gas emissions through individually-determined reduction goals every five years after 2020. While the United States withdrew
from the Paris Agreement during the Trump Administration, President Biden recommitted the United States to the Paris
Agreement on January 20, 2021 and established a goal of reducing economy-wide net GHG emissions by at least thirty percent
from 2020 levels by 2030.

These regulations and proposals and any other new regulations requiring the installation of more sophisticated
pollution control equipment could have a material adverse impact on our business, results of operations and financial condition.

The Federal Water Pollution Control Act of 1972, or the Clean Water Act (the “CWA”), imposes restrictions and
controls on the discharge of produced waters and other pollutants into waters of the United States (“WOTUS”). Permits must
be obtained to discharge pollutants into state and federal waters and to conduct construction activities in waters and wetlands.
The CWA and certain state regulations prohibit the discharge of produced water, sand, drilling fluids, drill cuttings, sediment
and certain other substances related to the oil and gas industry into certain coastal and offshore waters without an individual or
general National Pollutant Discharge Elimination System discharge permit. In addition, the CWA and analogous state laws
require individual permits or coverage under general permits for discharges of storm water runoff from certain types of
facilities. CWA jurisdiction depends on the definition of WOTUS. The EPA is undergoing a two-phase rulemaking process to
redefine the definition of WOTUS which could be impacted by the United States Supreme Court’s upcoming decision in
Sackett v. EPA, a case regarding the proper test in determining whether wetlands qualify as navigable WOTUS. The first rule
was finalized by the EPA on December 30, 2022, and the EPA is expected to propose the second rule by November 2023 and
issue a final rule by July 2024. Changes in the definition of WOTUS could potentially expand CWA jurisdiction to include
more features in areas where oil and gas operations are conducted. Some states also maintain groundwater protection programs
that require permits for discharges or operations that may impact groundwater conditions. In 2021, the United States Supreme
Court held that the CWA requires a discharge permit if the addition of pollutants through groundwater is the functional
equivalent of a direct discharge from the point source into navigable waters. Costs may be associated with the treatment of
wastewater and/or developing and implementing storm water pollution prevention plans.

The CAA, CWA and comparable state statutes provide for civil, criminal and administrative penalties for unauthorized
discharges of oil and other pollutants and impose liability on parties responsible for those discharges, for the costs of cleaning
up any environmental damage caused by the release and for natural resource damages resulting from the release.

The underground injection of oil and natural gas wastes are regulated by the Underground Injection Control program
authorized by the Safe Drinking Water Act. The primary objective of injection well operating requirements is to ensure the
mechanical integrity of the injection apparatus and to prevent migration of fluids from the injection zone into underground
sources of drinking water. Substantially all of the oil and natural gas production in which we have interest is developed from
unconventional sources that require hydraulic fracturing as part of the completion process. Hydraulic fracturing involves the
injection of water, sand and chemicals under pressure into the formation to stimulate gas production. Legislation to amend the
Safe Drinking Water Act to repeal the exemption for hydraulic fracturing from the definition of “underground injection” and
require federal permitting and regulatory control of hydraulic fracturing, as well as legislative proposals to require disclosure of
the chemical constituents of the fluids used in the fracturing process, were proposed but not passed in recent sessions of
Congress. The EPA, however, has issued guidance on permitting hydraulic fracturing that uses fluids containing diesel fuel
under the Underground Injection Control (“UIC”) program, specifically as “Class II” UIC wells, and prohibits the discharge of
wastewater from onshore unconventional oil and natural gas extraction facilities to publicly owned wastewater treatment plants.

Scrutiny of hydraulic fracturing activities continues in other ways. The federal government continues to study
hydraulic fracturing’s potential impacts. Several states, including states where we have properties, have also proposed or
adopted legislative or regulatory restrictions on hydraulic fracturing. A number of municipalities in other states, including
Colorado and Texas, have attempted to enact bans on hydraulic fracturing. New York State’s ban on hydraulic fracturing was
recently upheld by the Courts. In Colorado, the Colorado Supreme Court has ruled the municipal bans were preempted by state
law. However, the Colorado legislature subsequently enacted “SB 1017 that gave significant local control over oil and gas well
head operations. Some municipalities in Colorado have enacted local rules restricting oil and gas operations (e.g., by
implementing mandatory setbacks, controlling odors, and requiring further environmental and policy review before fracturing is
approved) based on SB 101. We cannot predict whether any other legislation will ever be enacted and if so, what its provisions
would be. If additional levels of regulation and permits were required through the adoption of new laws and regulations at the



federal or state level, it could lead to delays, increased operating costs and process prohibitions that would materially adversely
affect our revenue and results of operations.

The National Environmental Policy Act (“NEPA”) establishes a national environmental policy and goals for the
protection, maintenance and enhancement of the environment and provides a process for implementing these goals within
federal agencies. A major federal agency action having the potential to significantly impact the environment requires review
under NEPA. Many of the activities of our third-party operating partners are covered under NEPA. Some activities are subject
to robust NEPA review which could lead to delays and increased costs that could materially adversely affect our revenues and
results of operations. Other activities are covered under categorical exclusions which results in a shorter NEPA review process.
In October 2021, the Biden Administration proposed a Phase 1 rule to undo 2020 changes to NEPA enacted under the Trump
Administration. The Phase 1 rule is the first of two planned rules to roll back the 2020 rule and was finalized on April 20,
2022. The Phase 1 Final Rule generally restores certain regulatory provisions that were in effect prior to the 2020 rule, affecting
the assessment of projects ranging from oil and gas leasing to development on public and Indian lands.

Climate Change

Significant studies and research have been devoted to climate change, and climate change has developed into a major
political issue in the United States and globally. Certain research suggests that greenhouse gas emissions contribute to climate
change and pose a threat to the environment. Recent scientific research and political debate has focused in part on carbon
dioxide and methane incidental to oil and natural gas exploration and production.

In the United States, no comprehensive federal climate change legislation regulating GHG emissions or directly
imposing a price on carbon has been implemented to date; however, efforts have been made and continue to be made in the
international community toward the adoption of international treaties or protocols that would address global climate change
issues, and the Biden Administration has indicated willingness to pursue new climate change legislation, executive actions or
other regulatory initiatives to limit GHG emissions. These include rejoining the Paris Agreement treaty on climate change in
2021, issuing several executive orders to address climate change, the U.S. Methane Emissions Reduction Action Plan, a
commitment to cut greenhouse gas emissions 50-52 percent of 2005 levels by 2030, and participation in the Global Methane
Pledge, a pact that aims to reduce global methane emissions at least 30% below 2020 levels by 2030. Since its formal launch at
the 26™ United Nations Climate Change Conference, over 150 countries have joined the pledge.

Additionally, on March 21, 2022, the SEC issued a proposed rule regarding the enhancement and standardization of
mandatory climate-related disclosures for investors. The proposed rule would require registrants to include certain climate-
related disclosures in their registration statements and periodic reports, including, but not limited to, information about the
registrant’s governance of climate-related risks and relevant risk management processes; climate-related risks that are
reasonably likely to have a material impact on the registrant’s business, results of operations or financial condition and their
actual and likely climate-related impacts on the registrant’s business strategy, model and outlook; climate-related targets, goals
and transition plan (if any); certain climate-related financial statement metrics in a note to their audited financial statements;
Scope 1 and Scope 2 GHG emissions; and Scope 3 GHG emissions and intensity, if material, or if the registrant has set a GHG
emissions reduction target, goal or plan that includes Scope 3 GHG emissions. Although the proposed rule’s ultimate date of
effectiveness and the final form and substance of these requirements is not yet known and the ultimate scope and impact on our
business is uncertain, compliance with the proposed rule, if finalized, may result in increased legal, accounting and financial
compliance costs, make some activities more difficult, time-consuming and costly, and place strain on our personnel, systems
and resources.

Further, legislative and regulatory initiatives are underway to that purpose. The Inflation Reduction Act of 2022
(“IRA”), signed into law in August 2022, appropriates significant federal funding for renewable energy initiatives and, for the
first time ever, imposes a fee on GHG emissions from certain oil and gas sources and facilities. The emissions fee and funding
provisions of the law could increase operating costs within the oil and gas industry and accelerate a transition away from fossil
fuels, which could in turn adversely affect our business and results of operations. The U.S. Congress has also considered
legislation that would control GHG emissions through a “cap and trade” program and several states have already implemented
programs to reduce GHG emissions. Additionally, following the U.S. Supreme Court finding that GHG emissions fall within
the CAA definition of an “air pollutant,” the EPA has adopted regulations that, among other things, establish construction and
operating permit review for GHG emissions from certain large stationary sources, require the monitoring and annual reporting
of GHG emissions from certain petroleum and natural gas system sources, and together with the United States Department of
Transportation, implement GHG emissions limits on vehicles manufactured for operation in the United States. The EPA has
also proposed rules in November 2021 and 2022 intended to reduce methane emissions from new and existing oil and gas
sources. Furthermore, many state and local leaders have intensified or stated their intent to intensify efforts to support



international climate commitments and treaties, in addition to developing programs that are aimed at reducing GHG emissions
by means of cap and trade programs, carbon taxes or encouraging the use of renewable energy or alternative low-carbon fuels.

In 2014, Colorado was the first state in the nation to adopt rules to control methane emissions from oil and gas
facilities. In 2016, the EPA revised and expanded NSPS to include final rules to curb emissions of methane, a greenhouse gas,
from new, reconstructed and modified oil and gas sources. Previously, already existing NSPS regulated VOCs, and controlling
VOCs also had the effect of controlling methane, because natural gas leaks emit both compounds. However, by explicitly
regulating methane as a separate air pollutant, the 2016 regulations were a statutory predicate to propose regulating emissions
from existing oil and gas facilities. In 2021, President Biden issued Executive Order 13990, Protecting Public Health and the
Environment and Restoring Science to Tackle the Climate Crisis. In furtherance of this EO, EPA on November 2, 2021
proposed rules to regulate methane emissions from the oil and natural gas industry, including, for the first time, reductions from
certain upstream and midstream existing oil and gas sources. These regulations also expanded controls to reduce methane
emissions, such as enhancement of leak detection and repair provisions. In November 2022, the EPA issued a proposed rule
supplementing the November 2021 proposed rules, removing an emissions monitoring exemption for small wellhead-only sites
and creating a new third-party monitoring program to flag large emissions events. The EPA is expected to issue a final rule by
August 2023. The Pipeline and Hazardous Materials Safety Administration (“PHMSA”) and the Department of Interior
continue to focus on regulatory initiatives to control methane emissions from upstream and midstream equipment. To the
extent that these regulations or initiatives remain in place and to the extent that our third-party operating partners are required to
further control methane emissions, such controls could impact our business.

In addition, our third-party operating partners are required to report their GHG emissions under CAA rules. Because
regulation of GHG emissions continues to evolve, further regulatory, legislative and judicial developments are likely to occur.
Such developments may affect how these GHG initiatives will impact us. Moreover, while the U.S. Supreme Court held in its
2011 decision American Electric Power Co. v. Connecticut that, with respect to claims concerning GHG emissions, the federal
common law of nuisance was displaced by the CAA, the Court left open the question of whether tort claims against sources of
GHG emissions alleging property damage may proceed under state common law. There thus remains some litigation risk for
such claims. Due to the uncertainties surrounding the regulation of and other risks associated with GHG emissions, we cannot
predict the financial impact of related developments on us.

Legislation or regulations that may be adopted to address climate change could also affect the markets for our products
by making our products more or less desirable than competing sources of energy. To the extent that our products are competing
with higher GHG emitting energy sources, our products would become more desirable in the market with more stringent
limitations on GHG emissions. To the extent that our products are competing with lower GHG emitting energy sources such as
solar and wind, our products would become less desirable in the market with more stringent limitations on GHG emissions. We
cannot predict with any certainty at this time how these possibilities may affect our operations.

The majority of scientific studies on climate change suggest that extreme weather conditions and other risks may occur
in the future in the areas where we operate, although the scientific studies are not unanimous. Although operators may take
steps to mitigate any such risks, no assurance can be given that they will not have a material adverse effect on our business.

Human Capital Resources

As of December 31, 2022, we had 33 full time employees. We may hire additional personnel as appropriate. We may
also use the services of independent consultants and contractors to perform various professional services.

We strive to attract, develop and retain the best talent and spend considerable time and resources to advance the
professional development and security of our workforce. We operate on the fundamental philosophy that people are our most
valuable asset, as every person who works for us has the potential to impact our success. We believe employees choose working
at the Company in part due to our engaging culture, competitive compensation and benefits, and professional development
opportunities. To attract and retain the best talent, we provide our employees a comprehensive total rewards program. In
addition to competitive salaries, we offer both short and long-term incentive compensation; company-matched 401(k)
contributions; company-paid premiums for health, dental and vision insurance, short and long-term disability insurance, and life
insurance; and company-supported health savings accounts and flexible spending accounts. We offer many additional
programs to support the wellness of our workforce, including an onsite fitness center at our executive offices, a flexible paid
time off and vacation policy, and a flexible remote work policy.

We recognize the importance of investing in our employees’ professional development, and are committed to ensuring
that all employees are prepared for every aspect of their day-to-day roles, and have the opportunity to further their professional
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development through appropriate external educational programs. We offer tuition reimbursement benefits for various extended
educational learning opportunities.

We are committed to providing a workplace environment free of discrimination and harassment, where all individuals
are treated with respect and dignity, can contribute fully, and have equal opportunities. We value and strive to treat all
employees, consultants, vendors, contractors, service providers, and business partners equally. We prohibit discrimination or
harassment on the basis of any grounds prohibited by law. We are committed to maintaining employment practices based on
equal opportunity for all employees and providing a safe and productive working environment for all employees. Our policies
and practices are designed to support diversity of thought, perspective, sexual orientation, gender, gender identity and
expression, race, ethnicity, culture and professional experience, among others.

Office Locations

Our executive offices are located at 4350 Baker Road, Suite 400, Minnetonka, Minnesota 55343. Our office space
consists of 15,751 square feet of leased space. We believe our current office space is sufficient to meet our needs and that
additional office space can be obtained if necessary.

Organizational Background

On May 9, 2018, we filed articles of conversion with the Secretary of State of the State of Minnesota and filed a
certificate of conversion with the Secretary of State of the State of Delaware changing our jurisdiction of incorporation from
Minnesota to Delaware (the “Reincorporation”). The Reincorporation was approved by our stockholders at a special meeting
held on May 8, 2018. Upon the Reincorporation, each outstanding certificate representing shares of the Minnesota
corporation’s common stock was deemed, without any action by the holders thereof, to represent the same number and class of
shares of our company’s common stock. As of May 9, 2018, the rights of our stockholders began to be governed by Delaware
General Corporation Law (the “DGCL”) and our Delaware certificate of incorporation and bylaws.

Available Information — Reports to Security Holders

Our website address is www.northernoil.com. We make available on this website, free of charge, our annual reports
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements and amendments to those
reports as soon as reasonably practicable after we electronically file those materials with, or furnish those materials to, the SEC.
Electronic filings with the SEC are also available on the SEC internet website at www.sec.gov.

We have also posted to our website our Audit Committee Charter, Compensation Committee Charter, Governance,
Nominating and ESG Committee Charter, Corporate Governance Guidelines, Code of Business Conduct and Ethics and Insider
Trading Policy, in addition to all pertinent company contact information.
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Item 1A. Risk Factors

In addition to the other information contained in this Annual Report on Form 10-K, the following risk factors should be
considered in evaluating our business and future prospects. Note that additional risks not presently known to us or that are
currently considered immaterial may also have a negative impact on our business and operations. If any of the events or
circumstances described below actually occurs, our business, financial condition or results of operations could suffer and the
trading price of our common stock could decline.

Summary of Risk Factors

We believe that the risks associated with our business, and consequently the risks associated with an investment in our equity or
debt securities, fall within the following categories:

* Risks Related to Our Business and the Oil, Natural Gas and NGL Industry

o

As a producer of oil and natural gas, there are many risks inherent in our primary business operations. These
risks are not necessarily unique to us. Rather, these are risks that most participants in our industry have at
least some exposure to and relate to matters such as: drilling and completion operations; reserves estimates;
gathering, processing, marketing and transportation; weather and seasonality, including the physical effects of
climate change; hedging and commodity price derivatives; and information technology and cybersecurity.
Given that our primary source of revenue is the sale of oil, natural gas and NGLs, one of our most material
risks is the commodity market and the prices of oil, natural gas and NGLs, which are often volatile.

As a non-operator, we have only participated in wells operated by third parties, and thus rely extensively on
third parties for the success of our business.

Our acquisition strategy subjects us to risks relating to evaluation, integration and growth in connection with
past and potential future acquisitions.

* Risks Related to Our Financing and Indebtedness

o

Our operations are capital intensive. Pressures on the market as a whole, or our specific financial position —
whether due to depressed commodity prices, our leverage, our credit ratings or otherwise — could make it
difficult for us to obtain the funding necessary to conduct our operations.

Our existing and future debt obligations carry risks related to liquidity, operating and financial restrictions,
debt service obligations, and related matters.

The capped call transactions may affect the value of the Convertible Notes and our common stock.

We are subject to counterparty performance risk with respect to the capped call transactions.

The Convertible Notes may have a material effect on our reported financial results.

The conditional conversion feature of the Convertible Notes, if triggered, may adversely affect our financial
condition and operating results.

* Risks Related to Legal, Regulatory and Environmental Matters

o

There are many environmental, energy, financial, real property and other regulations that we and/or third-
party operators of our wells are required to comply with in the context of conducting our operations,
otherwise, we may be exposed to fines, penalties, investigations, litigation or other legal proceedings.
Negative public perception of the oil and natural gas industry, future climate change legislation or regulation,
increasing consumer demand for alternatives to oil and natural gas, or other climate-related transition risks
could adversely impact our earnings, cash flows and financial position.

¢ Risks Related to Our Common Stock

o

Our capital structure, as well as our certificate of incorporation, bylaws, and Delaware state law, subject our
stockholders to risk of ownership dilution, loss of market value, and other risks.

Any payment of future dividends will be at the discretion of our board of directors and will depend on, among
other things, our earnings, financial condition, capital requirements, level of indebtedness, statutory and
contractual restrictions applying to the payment of dividends and other considerations. Investors may be
forced to rely on sales of their common stock after price appreciation, which may never occur, as the only
way to realize a return on their investment.

We describe these and other risks in much greater detail below.
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Risks Related to Our Business and the Oil, Natural Gas and NGL Industry

Oil and natural gas prices are volatile. Extended declines in oil and natural gas prices have adversely affected, and could in
the future adversely affect, our business, financial position, results of operations and cash flow.

The oil and natural gas markets are very volatile, and we cannot predict future oil and natural gas prices. Oil and
natural gas prices have fluctuated significantly, including periods of rapid and material decline, in recent years. The prices we
receive for our oil and natural gas production heavily influence our production, revenue, cash flows, profitability, reserve
bookings and access to capital. Although we seek to mitigate volatility and potential declines in commodity prices through
derivative arrangements that hedge a portion of our expected production, this merely seeks to mitigate (not eliminate) these
risks, and such activities come with their own risks.

The prices we receive for our production and the levels of our production depend on numerous factors beyond our

control. These factors include, but are not limited to, the following:

» changes in global supply and demand for oil and natural gas;

» the actions of OPEC and other major oil producing countries, such as Russia, relating to oil price and production
levels, including announcements of potential changes to such levels;

» worldwide and regional economic, political and social conditions impacting the global supply and demand for oil
and natural gas, which may be driven by various risks including war, terrorism, political unrest, or health
epidemics (such as the global COVID-19 coronavirus outbreak);

» the price and quantity of imports of foreign oil and natural gas;

» the uncertainty in capital and commodities markets and the ability of oil and gas producers to access capital;

* increased focus by the investment community on sustainability practices in the oil and natural gas industry;

» political and economic conditions, including embargoes, in oil-producing countries or affecting other oil-
producing activity;

» the outbreak of military hostilities, including the ongoing conflict between Russia and Ukraine and the
destabilizing effect such conflict continues to pose for the European continent or the global oil and natural gas
markets;

» the level of global oil and natural gas exploration, production activity and inventories;

» changes in U.S. energy policy;

» weather conditions, chronic and acute climatic events associated with the effects of global climate change, and
outbreak of disease;

» technological advances affecting energy consumption;

» the development, exploitation and market acceptance of alternative energy sources as part of a transition to a
lower carbon economy;

* domestic and foreign governmental taxes, tariffs and/or regulations;

*  proximity and capacity of oil and natural gas pipelines and other transportation facilities;

» the price and availability of competitors’ supplies of oil and natural gas in captive market areas; and

» the price and availability of alternative fuels.

These factors and the volatility of the energy markets make it extremely difficult to predict oil and natural gas prices.
A substantial or extended decline in oil or natural gas prices, such as the significant and rapid decline that occurred in 2020, has
resulted in and could result in future impairments of our proved oil and natural gas properties and may materially and adversely
affect our future business, financial condition, results of operations, liquidity or ability to finance planned capital expenditures.
To the extent commodity prices received from production are insufficient to fund planned capital expenditures, we may be
required to reduce spending or borrow or issue additional equity to cover any such shortfall. Lower oil and natural gas prices
may limit our ability to comply with the covenants under our Revolving Credit Facility (or other debt instruments) and/or limit
our ability to access borrowing availability thereunder, which is dependent on many factors including the value of our proved
reserves.

Drilling for and producing oil, natural gas and NGLs are high risk activities with many uncertainties that could adversely
affect our financial condition or results of operations.

Our operators’ drilling activities are subject to many risks, including the risk that they will not discover commercially
productive reservoirs. Drilling for oil or natural gas can be uneconomical, not only from dry holes, but also from productive
wells that do not produce sufficient revenues to be commercially viable. In addition, drilling and producing operations on our
acreage may be curtailed, delayed or canceled by our operators as a result of other factors, including:

* declines in oil or natural gas prices, as occurred in 2020 in connection with the COVID-19 pandemic;
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e infrastructure limitations, such as the gas gathering and processing constraints experienced in the Williston
Basin in 2019;

» the high cost, shortages or delays of equipment, materials and services;

» unexpected operational events, pipeline ruptures or spills, adverse weather conditions, facility malfunctions or
title problems;

* compliance with environmental and other governmental requirements;

» regulations, restrictions, moratoria and bans on hydraulic fracturing;

* unusual or unexpected geological formations;

* environmental hazards, such as oil, natural gas or well fluids spills or releases, pipeline or tank ruptures and
discharges of toxic gas;

» fires, blowouts, craterings and explosions;

* uncontrollable flows of oil, natural gas or well fluids; and

* pipeline capacity curtailments.

In addition to causing curtailments, delays and cancellations of drilling and producing operations, many of these events
can cause substantial losses, including personal injury or loss of life, damage to or destruction of property, natural resources and
equipment, pollution, environmental contamination, loss of wells and regulatory penalties. We ordinarily maintain insurance
against various losses and liabilities arising from our operations; however, insurance against all operational risks is not available
to us. Additionally, we may elect not to obtain insurance if we believe that the cost of available insurance is excessive relative
to the perceived risks presented. Losses could therefore occur for uninsurable or uninsured risks or in amounts in excess of
existing insurance coverage. The occurrence of an event that is not fully covered by insurance could have a material adverse
impact on our business activities, financial condition and results of operations.

Due to previous declines in oil and natural gas prices, we have in the past taken significant writedowns of our oil and
natural gas properties. We may be required to record further writedowns of our oil and natural gas properties in the future.

In 2020, we were required to write down the carrying value of certain of our oil and natural gas properties, and further
writedowns could be required in the future. Under the full cost method of accounting, capitalized oil and gas property costs less
accumulated depletion and net of deferred income taxes may not exceed an amount equal to the present value, discounted at
10%, of estimated future net revenues from proved oil and gas reserves plus the cost of unproved properties not subject to
amortization (without regard to estimates of fair value), or estimated fair value, if lower, of unproved properties that are subject
to amortization. Should capitalized costs exceed this ceiling, an impairment would be recognized. Depending on future
commodity price levels, the trailing twelve-month average price used in the ceiling calculation may decline, which could cause
additional future write downs of our oil and natural gas properties. In addition to commodity prices, our production rates, levels
of proved reserves, future development costs, transfers of unevaluated properties and other factors will determine our actual
ceiling test calculation and impairment analysis in future periods.

Our estimated reserves are based on many assumptions that may prove to be inaccurate. Any material inaccuracies in these
reserve estimates or underlying assumptions will materially affect the quantities and present value of our reserves.

Determining the amount of oil and natural gas recoverable from various formations involves significant complexity
and uncertainty. No one can measure underground accumulations of oil or natural gas in an exact way. Oil and natural gas
reserve engineering requires subjective estimates of underground accumulations of oil and/or natural gas and assumptions
concerning future oil and natural gas prices, production levels, and operating, exploration and development costs. Some of our
reserve estimates are made without the benefit of a lengthy production history and are less reliable than estimates based on a
lengthy production history. As a result, estimated quantities of proved reserves and projections of future production rates and
the timing of development expenditures may prove to be inaccurate.

We routinely make estimates of oil and natural gas reserves in connection with managing our business and preparing
reports to our lenders and investors, including in some cases estimates prepared by our internal reserve engineers and
professionals that are not reviewed or audited by an independent reserve engineering firm. We make these reserve estimates
using various assumptions, including assumptions as to oil and natural gas prices, development schedules, drilling and
operating expenses, capital expenditures, taxes and availability of funds. Some of these assumptions are inherently subjective,
and the accuracy of our reserve estimates relies in part on the ability of our management team, reserve engineers and other
advisors to make accurate assumptions. Any significant variance from these assumptions by actual figures could greatly affect
our estimates of reserves, the economically recoverable quantities of oil, natural gas and NGLs attributable to any particular
group of properties, the classifications of reserves based on risk of recovery, and estimates of the future net cash flows.
Numerous changes over time to the assumptions on which our reserve estimates are based result in the actual quantities of oil,
natural gas and NGLs we ultimately recover being different from our reserve estimates. Any significant variance could
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materially affect the estimated quantities and present value of reserves shown in this Annual Report on Form 10-K, subsequent
reports we file with the SEC or other company materials.

Our future success depends on our ability to replace reserves that our operators produce.

Because the rate of production from oil and natural gas properties generally declines as reserves are depleted, our
future success depends upon our ability to economically find or acquire and produce additional oil and natural gas reserves.
Except to the extent that we acquire additional properties containing proved reserves, conduct successful exploration and
development activities or, through engineering studies, identify additional behind-pipe zones or secondary recovery reserves,
our proved reserves will decline as our reserves are produced. We have added significant net wells and production from
wellbore-only acquisitions, where we don’t hold the underlying leasehold interest that would entitle us to participate in future
wells. Future oil and natural gas production, therefore, is highly dependent upon our level of success in acquiring or finding
additional reserves that are economically recoverable. We cannot assure you that we will be able to find or acquire and develop
additional reserves at an acceptable cost.

We may acquire significant amounts of unproved property to further our development efforts. Development and
exploratory drilling and production activities are subject to many risks, including the risk that no commercially productive
reservoirs will be discovered. We seek to acquire both proved and producing properties as well as undeveloped acreage that we
believe will enhance growth potential and increase our earnings over time. However, we cannot assure you that all of these
properties will contain economically viable reserves or that we will not abandon our initial investments. Additionally, we
cannot assure you that unproved reserves or undeveloped acreage that we acquire will be profitably developed, that new wells
drilled on our properties will be productive or that we will recover all or any portion of our investments in our properties and
reserves.

The present value of future net cash flows from our proved reserves is not necessarily the same as the current market value
of our estimated proved reserves.

We base the estimated discounted future net cash flows from our proved reserves using specified pricing and cost
assumptions. However, actual future net cash flows from our oil and natural gas properties will be affected by factors such as
the volume, pricing and duration of our oil and natural gas hedging contracts; actual prices we receive for oil, natural gas and
NGLs; our actual operating costs in producing oil, natural gas and NGLs; the amount and timing of our capital expenditures;
the amount and timing of actual production; and changes in governmental regulations or taxation. In addition, the 10%
discount factor we use when calculating discounted future net cash flows may not be the most appropriate discount factor based
on interest rates in effect from time to time and risks associated with us or the oil and natural gas industry in general. Any
material inaccuracies in these reserve estimates or underlying assumptions will materially affect the quantities and present value
of our reserves, which could adversely affect our business, results of operations and financial condition.

Our business depends on third-party transportation and processing facilities and other assets that are owned by third parties.

The marketability of our oil and natural gas depends in part on the availability, proximity and capacity of pipeline
systems, processing facilities, oil trucking fleets and rail transportation assets owned by third parties. The lack of available
capacity on these systems and facilities, whether as a result of proration, growth in demand outpacing growth in capacity,
physical damage, scheduled maintenance, legal or other reasons such as suspension of service due to legal challenges (see
below regarding the Dakota Access Pipeline), could result in a substantial increase in costs, declines in realized commodity
prices, the shut-in of producing wells or the delay or discontinuance of development plans for our properties. In recent periods,
we experienced significant delays and production curtailments, and declines in realized natural gas prices, that we believe were
due in part to gas gathering and processing constraints in the Williston Basin. The negative effects arising from these and
similar circumstances may last for an extended period of time. In many cases, operators are provided only with limited, if any,
notice as to when these circumstances will arise and their duration. In addition, our wells may be drilled in locations that are
serviced to a limited extent, if at all, by gathering and transportation pipelines, which may or may not have sufficient capacity to
transport production from all of the wells in the area. As a result, we rely on third-party oil trucking to transport a significant
portion of our production to third-party transportation pipelines, rail loading facilities and other market access points. In
addition, concerns about the safety and security of oil and gas transportation by pipeline may result in public opposition to
pipeline development and increased regulation of pipelines by PHMSA, and therefore less capacity to transport our products by
pipeline.

The Dakota Access Pipeline (“DAPL”), a major pipeline transporting crude oil from the Williston Basin, is subject to

ongoing litigation (the “DAPL Litigation”) that could threaten its continued operation. In July 2020, a federal district court
ordered DAPL to be shut down pending the completion of an environmental impact statement (“EIS”) to determine whether the
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DAPL poses a threat to the Missouri River and drinking water supply of the Standing Rock Sioux Reservation. DAPL currently
remains in operation while the U.S. Army Corps of Engineers (“USACE”) conducts the review, which is currently anticipated
to be completed in the spring of 2023. In addition, on September 20, 2021, the owner of DAPL filed a petition with the U.S.
Supreme Court seeking review of the lower courts’ decisions requiring a new EIS and permit, which was denied in February
2022. Following completion of the EIS, the USACE will determine whether to grant DAPL an easement to cross the Missouri
River or to shut down the pipeline, unless the U.S. Supreme Court overturns the lower courts’ order to conduct the EIS.
Moreover, the EIS and/or the USACE’s easement decision may subsequently be challenged in court. As a result, a shut-down
remains possible, and there is no guarantee that DAPL will be permitted to continue operations following the completion of the
EIS and/or the DAPL Litigation. Any significant curtailment in gathering system or pipeline capacity, or the unavailability of
sufficient third-party trucking or rail capacity, could adversely affect our business, results of operations and financial condition.

Certain of our undeveloped leasehold acreage is subject to leases that will expire over the next several years unless
production is established or operations are commenced on units containing the acreage or the leases are extended.

A significant portion of our acreage is not currently held by production or held by operations. Unless production in
paying quantities is established or operations are commenced on units containing these leases during their terms, the leases will
expire. If our leases expire and we are unable to renew the leases, we will lose our right to participate in the development of the
related properties. Drilling plans for these areas are generally in the discretion of third-party operators and are subject to change
based on various factors that are beyond our control, such as: the availability and cost of capital, equipment, services and
personnel; seasonal conditions; regulatory and third-party approvals; oil, NGL and natural gas prices; results of title work;
gathering system and other transportation constraints; drilling costs and results; and production costs. As of December 31,
2022, we estimate that we had leases that were not developed that represented 7,402 net acres potentially expiring in 2023,
7,895 net acres potentially expiring in 2024, 5,522 net acres potentially expiring in 2025, 726 net acres potentially expiring in
2026, and 4,530 net acres potentially expiring in 2026 and beyond.

Seasonal weather conditions adversely affect operators’ ability to conduct drilling activities in some of the areas where our
properties are located.

Seasonal weather conditions can limit drilling and producing activities and other operations in some of our operating
areas and as a result, a significant portion of the drilling on our properties is generally performed during the summer and fall
months. These seasonal constraints can pose challenges for meeting well drilling objectives and increase competition for
equipment, supplies and personnel during the summer and fall months, which could lead to shortages and increase costs or
delay operations. Additionally, many municipalities impose weight restrictions on the paved roads that lead to jobsites due to
the muddy conditions caused by spring thaws. This could limit access to jobsites and operators’ ability to service wells in these
areas.

We are subject to physical risks arising from climate change, which may have a negative impact on our business and results
of operations.

Many scientists have concluded that increasing concentrations of GHG in the earth’s atmosphere may produce
significant physical effects, such as increased frequency and severity of storms, droughts and floods, among other climatic
phenomena. The physical effects of adverse weather conditions, such as increased frequency and severity of droughts, storms,
floods and other climatic events, could adversely affect or delay demand for oil and natural gas products or cause us or our third
party operators to incur significant costs in preparing for, or responding to, the effects of climatic events themselves, which may
not be fully insured. Energy needs could increase or decrease as a result of extreme weather conditions depending on the
duration and magnitude of any such climate changes. A decrease in energy use due to weather changes may affect our financial
condition through decreased revenues. To the extent the frequency of extreme weather events increases, this could impact our
business in various ways, including damage to operators’ facilities at our properties or increased insurance premiums. Any of
these effects could have an adverse effect on our business, results of operations and financial condition.

As a non-operator, our development of successful operations relies extensively on third parties, which could have a material
adverse effect on our results of operation.

We have only participated in wells operated by third parties. The success of our business operations depends on the
timing of drilling activities and success of our third-party operators. If our operators are not successful in the development,
exploitation, production and exploration activities relating to our leasehold interests, or are unable or unwilling to perform, our
financial condition and results of operation would be materially adversely affected.
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These risks are heightened in a low commodity price environment, which may present significant challenges to our
operators. The challenges and risks faced by our operators may be similar to or greater than our own, including with respect to
their ability to service their debt, remain in compliance with their debt instruments and, if necessary, access additional capital.
Commodity prices and/or other conditions have in the past and may in the future cause oil and gas operators to file for
bankruptcy. The insolvency of an operator of any of our properties, the failure of an operator of any of our properties to
adequately perform operations or an operator’s breach of applicable agreements could reduce our production and revenue and
result in our liability to governmental authorities for compliance with environmental, safety and other regulatory requirements,
to the operator’s suppliers and vendors and to royalty owners under oil and gas leases jointly owned with the operator or
another insolvent owner. Finally, an operator of our properties may have the right, if another non-operator fails to pay its share
of costs because of its insolvency or otherwise, to require us to pay our proportionate share of the defaulting party’s share of
costs.

Our operators will make decisions in connection with their operations (subject to their contractual and legal obligations
to other owners of working interests), which may not be in our best interests. We may have no ability to exercise influence
over the operational decisions of our operators, including the setting of capital expenditure budgets and drilling locations and
schedules. Dependence on our operators could prevent us from realizing our target returns for those locations. The success and
timing of development activities by our operators will depend on a number of factors that will largely be outside of our control,
including oil and natural gas prices and other factors generally affecting industry operating environment; the timing and amount
of capital expenditures; their expertise and financial resources; approval of other participants in drilling wells; selection of
technology; and the rate of production of reserves, if any.

The inability of one or more of our operating partners to meet their obligations to us may adversely affect our financial
results.

Our principal exposures to credit risk are through receivables resulting from the sale of our oil and natural gas
production, which operating partners market on our behalf to energy marketing companies, refineries and their affiliates. We
are subject to credit risk due to the concentration of our oil and natural gas receivables with a limited number of operating
partners. This concentration may impact our overall credit risk since these entities may be similarly affected by changes in
economic and other conditions. A low commodity price environment may strain our operating partners, which could heighten
this risk. The inability or failure of our operating partners to meet their obligations to us or their insolvency or liquidation may
adversely affect our financial results.

Continuing or worsening inflationary issues and associated changes in monetary policy have resulted in and may result in
additional increases to the cost of our goods, services and personnel, which in turn cause our capital expenditures and
operating costs to rise.

Inflation has been an ongoing concern in the U.S. since 2021. Ongoing inflationary pressures have resulted in and may
result in additional increases to the costs of goods, services and personnel, which in turn cause our capital expenditures and
operating costs to rise. Sustained levels of high inflation caused the U.S. Federal Reserve and other central banks to increase
interest rates multiple times in 2022 in an effort to curb inflationary pressure on the costs of goods and services, which could
have the effects of raising the cost of capital and depressing economic growth, either of which (or the combination thereof)
could hurt the financial and operating results of our business. To the extent elevated inflation remains, we may experience
further cost increases for our operations.

We could experience periods of higher costs as activity levels fluctuate or if commodity prices rise. These increases could
reduce our profitability, cash flow, and ability to complete development activities as planned.

An increase in commodity prices or other factors could result in increased development activity and investment in our
areas of operations, which may increase competition for and cost of equipment, labor and supplies. Shortages of, or increasing
costs for, experienced drilling crews and equipment, labor or supplies could restrict our operating partners’ ability to conduct
desired or expected operations. In addition, capital and operating costs in the oil and natural gas industry have generally risen
during periods of increasing commodity prices as producers seek to increase production in order to capitalize on higher
commodity prices. In situations where cost inflation exceeds commodity price inflation, our profitability and cash flow, and
our operators’ ability to complete development activities as scheduled and on budget, may be negatively impacted. Any delay
in the drilling of new wells or significant increase in drilling costs could reduce our revenues and cash flows.

The COVID-19 pandemic had, and events beyond our control, including a global or domestic health crisis, may have, a
material adverse effect on our financial condition and results of operations.
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We face risks related to public health crises, including the COVID-19 pandemic. The effects of the COVID-19
pandemic, including travel bans, prohibitions on group events and gatherings, shutdowns of certain businesses, curfews, shelter-
in-place orders and recommendations to practice social distancing in addition to other actions taken by both businesses and
governments, resulted in a significant and swift reduction in international and U.S. economic activity in 2020. The collapse in
the demand for oil caused by this unprecedented global health and economic crisis contributed to the significant decrease in
crude oil prices in 2020 and had a material adverse impact on our financial condition and results of operations.

Since the beginning of 2021, the distribution of COVID-19 vaccines progressed and many government-imposed
restrictions were relaxed or rescinded. However, we continue to monitor the effects of the pandemic on our operations. The
impact of any new, more contagious or harmful COVID-19 variants that may emerge, and the effectiveness of COVID-19
vaccines against variants and the related responses by governments, including reinstated government-imposed lockdowns or
other measures, cannot be predicted at this time. Both the health and economic aspects of the COVID-19 pandemic remain
highly fluid and the future course of each is uncertain. We cannot foresee whether the outbreak of COVID-19 will be
effectively contained on a sustained basis, nor can we predict the severity and duration of its impact or the occurrence of other
events beyond our control, including other potential global or domestic health crisis. If the impact of COVID-19 is not
effectively and timely controlled on a sustained basis going forward, or if other events beyond our control, including other
potential global or domestic health crisis, were to emerge, our business operations and financial condition may be materially
and adversely affected by factors that we cannot foresee.

While we have not incurred significant disruptions to our operations during the years ended December 31, 2022 and
2021 as a direct result of the COVID-19 pandemic, the continuation of the COVID-19 pandemic may materially and adversely
affect, our business, operating and financial results and liquidity in the future. To the extent the COVID-19 pandemic or another
public health crisis adversely affects our business and financial results, it may also have the effect of heightening many of the
other risks set forth in this Risk Factors section of this Form 10-K, such as those relating to our financial performance and debt
obligations. We are unable to provide any prediction as to the ultimate adverse impact of COVID-19 on our business, which
will depend on numerous evolving factors and future developments, including its effect on the demand for oil, natural gas, and
NGLs, the response of the overall economy and the financial markets as well as the effect of governmental actions taken in
response thereto. Any of these outcomes could have a material adverse effect on our business, operations, financial results and
liquidity

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

Approximately 35% of our estimated net proved reserves volumes were classified as proved undeveloped as of
December 31, 2022. Development of these reserves may take longer and require higher levels of capital expenditures than we
currently anticipate. Delays in the development of our reserves or increases in costs to drill and develop such reserves will
reduce the PV-10 value of our estimated proved undeveloped reserves and future net revenues estimated for such reserves and
may result in some projects becoming uneconomic. In addition, delays in the development of reserves could cause us to have to
reclassify our proved reserves as unproved reserves.

Our acquisition strategy will subject us to certain risks associated with the inherent uncertainty in evaluating properties for
which we have limited information.

We intend to continue to expand our operations in part through acquisitions. Our decision to acquire a property will
depend in part on the evaluation of data obtained from production reports and engineering studies, geophysical and geological
analyses and seismic and other information, the results of which are often inconclusive and subject to various interpretations.
Also, our reviews of acquired properties are inherently incomplete because it generally is not economically feasible to perform
an in-depth review of the individual properties involved in each acquisition. Even a detailed review of records and properties
may not necessarily reveal existing or potential problems, nor will it permit us to become sufficiently familiar with the
properties to assess fully their deficiencies and potential. Inspections are often not performed on properties being acquired, and
environmental matters, such as subsurface contamination, are not necessarily observable even when an inspection is
undertaken. Any acquisition involves other potential risks, including, among other things:

» the validity of our assumptions about reserves, future production, revenues and costs;

e adecrease in our liquidity by using a significant portion of our cash from operations or borrowing capacity to
finance acquisitions;

e a significant increase in our interest expense or financial leverage if we incur additional debt to finance
acquisitions;

« the ultimate value of any contingent consideration agreed to be paid in an acquisition;

» dilution to stockholders if we use equity as consideration for, or to finance, acquisitions;
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» the assumption of unknown liabilities, losses or costs for which we are not indemnified or for which our
indemnity is inadequate;

e an inability to hire, train or retain qualified personnel to manage and operate our growing business and assets;
and

* anincrease in our costs or a decrease in our revenues associated with any potential royalty owner or landowner
claims or disputes, or other litigation encountered in connection with an acquisition.

We may be unable to successfully integrate recently acquired assets or any assets we may acquire in the future into our
business or achieve the anticipated benefits of such acquisitions.

Our ability to achieve the anticipated benefits of our recent or any future acquisitions will depend in part upon whether
we can integrate the acquired assets into our existing business in an efficient and effective manner. We may not be able to
accomplish this integration process successfully. The successful acquisition of producing properties requires an assessment of
several factors, including:

e recoverable reserves;

« future oil and natural gas prices and their appropriate differentials;

» availability and cost of transportation of production to markets;

e availability and cost of drilling equipment and of skilled personnel;

* development and operating costs including access to water and potential environmental and other liabilities; and
* regulatory, permitting and similar matters.

The accuracy of these assessments is inherently uncertain. In connection with these assessments, we have performed
reviews of the subject properties that we believe to be generally consistent with industry practices. The reviews are based on our
analysis of historical production data, assumptions regarding capital expenditures and anticipated production declines without
review by an independent petroleum engineering firm. Data used in such reviews are typically furnished by the seller or
obtained from publicly available sources. Our review may not reveal all existing or potential problems or permit us to fully
assess the deficiencies and potential recoverable reserves for all of the acquired properties, and the reserves and production
related to the acquired properties may differ materially after such data is reviewed by an independent petroleum engineering
firm or further by us. Inspections will not always be performed on every well, and environmental problems are not necessarily
observable even when an inspection is undertaken. Even when problems are identified, the seller may be unwilling or unable to
provide effective contractual protection against all or a portion of the underlying deficiencies. We are often not entitled to
contractual indemnification for environmental liabilities and acquire properties on an “as is” basis, and, as is the case with
certain liabilities associated with the assets acquired in our recent acquisitions, we are entitled to indemnification for only
certain environmental liabilities. The integration process may be subject to delays or changed circumstances, and we can give
no assurance that our recently acquired assets will perform in accordance with our expectations or that our expectations with
respect to integration or cost savings as a result of such acquisitions will materialize.

Our future results will suffer if we do not effectively manage our expanded operations.

As a result of our recent acquisitions, the size and geographic footprint of our business has increased. Our future
success will depend, in part, upon our ability to manage this expanded business, which may pose substantial challenges for
management, including challenges related to the management and monitoring of new operations and basins and associated
increased costs and complexity. We may also face increased scrutiny from governmental authorities as a result of the increase
in the size of our business. There can be no assurances that we will be successful or that we will realize the expected benefits
currently anticipated from our recent acquisitions.

The loss of any member of our management team, upon whose knowledge, relationships with industry participants,
leadership and technical expertise we rely could diminish our ability to conduct our operations and harm our ability to
execute our business plan.

Our success depends heavily upon the continued contributions of those members of our management team whose
knowledge, relationships with industry participants, leadership and technical expertise would be difficult to replace. In
particular, our ability to successfully acquire additional properties, to increase our reserves, to participate in drilling
opportunities and to identify and enter into commercial arrangements depends on developing and maintaining close working
relationships with industry participants. In addition, our ability to select and evaluate suitable properties and to consummate
transactions in a highly competitive environment is dependent on our management team’s knowledge and expertise in the
industry. To continue to develop our business, we rely on our management team’s knowledge and expertise in the industry and
will use our management team’s relationships with industry participants to enter into strategic relationships. The members of
our management team may terminate their employment with our company at any time. If we were to lose members of our
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management team, we may not be able to replace the knowledge or relationships that they possess and our ability to execute our
business plan could be materially harmed.

Deficiencies of title to our leased interests could significantly affect our financial condition.

We typically do not incur the expense of a title examination prior to acquiring oil and natural gas leases or undivided
interests in oil and natural gas leases or other developed rights. If an examination of the title history of a property reveals that an
oil or natural gas lease or other developed rights have been purchased in error from a person who is not the owner of the
mineral interest desired, our interest would substantially decline in value or be eliminated. In such cases, the amount paid for
such oil or natural gas lease or leases or other developed rights may be lost. It is generally our practice not to incur the expense
of retaining lawyers to examine the title to the mineral interest to be acquired. Rather, we typically rely upon the judgment of
oil and natural gas lease brokers or landmen who perform the fieldwork in examining records in the appropriate governmental
or county clerk’s office before attempting to acquire a lease or other developed rights in a specific mineral interest.

Prior to drilling an oil or natural gas well, however, it is the normal practice in the oil and natural gas industry for the
person or company acting as the operator of the well to obtain a preliminary title review of the spacing unit within which the
proposed oil or natural gas well is to be drilled to ensure there are no obvious deficiencies in title to the well. Frequently, as a
result of such examinations, certain curative work must be done to correct deficiencies in the marketability of the title, such as
obtaining affidavits of heirship or causing an estate to be administered. Such curative work entails expense, and the operator
may elect to proceed with a well despite defects to the title identified in the preliminary title opinion. Furthermore, title issues
may arise at a later date that were not initially detected in any title review or examination. Any one or more of the foregoing
could require us to reverse revenues previously recognized and potentially negatively affect our cash flows and results of
operations. Our failure to obtain perfect title to our leaseholds may adversely affect our current production and reserves and our
ability in the future to increase production and reserves.

We conduct business in a highly competitive industry.

The oil and natural gas industry is highly competitive. The key areas in respect of which we face competition include:
acquisition of assets offered for sale by other companies; access to capital (debt and equity) for financing and operational
purposes; purchasing, leasing, hiring, chartering or other procuring of equipment by our operators that may be scarce; and
employment of qualified and experienced skilled management and oil and natural gas professionals.

Competition in our markets is intense and depends, among other things, on the number of competitors in the market,
their financial resources, their degree of geological, geophysical, engineering and management expertise and capabilities, their
pricing policies, their ability to develop properties on time and on budget, their ability to select, acquire and develop reserves
and their ability to foster and maintain relationships with the relevant authorities.

Our competitors also include those entities with greater technical, physical and financial resources. Finally, companies
and certain private equity firms not previously investing in oil and natural gas may choose to acquire reserves to establish a firm
supply or simply as an investment. Any such companies will also increase market competition which may directly affect us. If
we are unsuccessful in competing against other companies, our business, results of operations, financial condition or prospects
could be materially adversely affected.

Our derivatives activities could adversely affect our cash flow, results of operations and financial condition.

To achieve more predictable cash flows and reduce our exposure to adverse fluctuations in the price of oil and natural
gas, we enter into derivative instrument contracts for a portion of our expected production, which may include swaps, collars,
puts and other structures. In accordance with applicable accounting principles, we are required to record our derivatives at fair
market value, and they are included on our balance sheet as assets or liabilities and in our statements of income as gain (loss) on
derivatives, net. Accordingly, our earnings may fluctuate significantly as a result of changes in the fair market value of our
derivative instruments. In addition, while intended to mitigate the effects of volatile oil and natural gas prices, our derivatives
transactions may limit our potential gains and increase our potential losses if oil and natural gas prices were to rise substantially
over the price established by the hedge.

Our actual future production may be significantly higher or lower than we estimate at the time we enter into derivative
contracts for such period. If the actual amount of production is higher than we estimate, we will have greater commodity price
exposure than we intended. If the actual amount of production is lower than the notional amount that is subject to our derivative
financial instruments, we might be forced to satisfy all or a portion of our derivative transactions without the benefit of the cash
flow from our sale of the underlying physical commodity, resulting in a substantial diminution of our liquidity. As a result of
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these factors, our hedging activities may not be as effective as we intend in reducing the volatility of our cash flows, and in
certain circumstances may actually increase the volatility of our cash flows. In addition, such transactions may expose us to the
risk of loss in certain circumstances, including instances in which a counterparty to our derivative contracts is unable to satisfy
its obligations under the contracts; our production is less than expected; or there is a widening of price differentials between
delivery points for our production and the delivery point assumed in the derivative arrangement.

Decommissioning costs are unknown and may be substantial. Unplanned costs could divert resources from other projects.

We may become responsible for costs associated with plugging, abandoning and reclaiming wells, pipelines and other
facilities that we use for production of oil and natural gas reserves. Abandonment and reclamation of these facilities and the
costs associated therewith is often referred to as “decommissioning.” We accrue a liability for decommissioning costs
associated with our wells, but have not established any cash reserve account for these potential costs in respect of any of our
properties. If decommissioning is required before economic depletion of our properties or if our estimates of the costs of
decommissioning exceed the value of the reserves remaining at any particular time to cover such decommissioning costs, we
may have to draw on funds from other sources to satisfy such costs. The use of other funds to satisfy such decommissioning
costs could impair our ability to focus capital investment in other areas of our business.

We depend on computer and telecommunications systems, and failures in our systems or cyber security attacks could
significantly disrupt our business operations.

We have entered into agreements with third parties for hardware, software, telecommunications and other information
technology services in connection with our business. In addition, we have developed or may develop proprietary software
systems, management techniques and other information technologies incorporating software licensed from third parties. It is
possible that we, or these third parties, could incur interruptions from cyber security attacks, computer viruses or malware, or
that third-party service providers could cause a breach of our data. We believe that we have positive relations with our related
vendors and maintain adequate anti-virus and malware software and controls; however, any interruptions to our arrangements
with third parties for our computing and communications infrastructure or any other interruptions to, or breaches of, our
information systems could lead to data corruption, communication interruption, loss of sensitive or confidential information or
otherwise significantly disrupt our business operations. 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. Furthermore, various third-party resources that we rely on, directly or
indirectly, in the operation of our business (such as pipelines and other infrastructure) could suffer interruptions or breaches
from cyber-attacks or similar events that are entirely outside our control, and any such events could significantly disrupt our
business operations and/or have a material adverse effect on our results of operations. To our knowledge we have not
experienced any material losses relating to cyber-attacks; however, there can be no assurance that we will not suffer material
losses in the future.

Our business is subject to climate-related transition risks, including evolving climate change legislation, fuel conservation
measures, technological advances and negative shift in market perception towards the oil and natural gas industry could
result in increased operating expenses and capital costs, financial risks and potential reduction in demand for oil and
natural gas.

Combating the effects of climate change continues to attract considerable attention in the United States and
internationally, including from regulators, legislators, companies in a variety of industries, financial market participants and
other stakeholders. This focus, together with changes in consumer and industrial/commercial behavior, preferences and attitudes
with respect to the generation and consumption of energy, petroleum products and the use of products manufactured with, or
powered by, petroleum products, may in the long-term result in (i) the enactment of climate change-related regulations, policies
and initiatives (at the government, regulator, corporate and/or investor community levels), including alternative energy
requirements, new fuel consumption standards, energy conservation and emissions reductions measures and responsible energy
development, (ii) technological advances with respect to the generation, transmission, storage and consumption of energy (e.g.,
wind, solar and hydrogen power, smart grid technology and battery technology, increasing efficiency) and (iii) increased
availability of, and increased consumer and industrial/commercial demand for, alternative energy sources and products
manufactured with, or powered by, alternative energy sources (e.g., electric vehicles and renewable residential and commercial
power supplies).

Climate change legislation and regulatory initiatives may arise from a variety of sources, including international,
national, regional and state levels of government and associated administrative bodies, seeking to monitor, restrict or regulate
existing emissions of GHGs, such as carbon dioxide and methane, as well as to restrict or eliminate future emissions.
Accordingly, our business and operations, and those of our operating partners, are subject to executive, regulatory, political and
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financial risks associated with oil and natural gas services and products and the emission of GHGs. Any legislation or
regulatory programs related to climate change could increase our costs and require substantial capital, compliance, operating
and maintenance costs, and reduce demand for oil and natural gas products and services. See further discussion in the risk
factor further below entitled “The adoption of climate change legislation or regulations restricting or relating to emissions of
GHGs could result in increased operating costs and reduced demand for the oil and natural gas we produce.”

Fuel conservation measures, alternative fuel requirements, increasing consumer demand for alternatives to oil and
natural gas, technological advances in fuel economy and energy generation devices, and the increased competitiveness of
alternative energy sources could reduce demand for oil and natural gas. Additionally, the increased competitiveness of
alternative energy sources (such as electric vehicles, wind, solar, geothermal, tidal, fuel cells and biofuels) could reduce demand
for oil and natural gas and, therefore, our revenues. Such developments may also adversely impact, among other things, the
availability to operators at our properties of necessary third-party services and facilities that they rely on or impact the market
prices of or our operating partners’ access to raw materials, which may adversely affect our ability to successfully carry out our
business strategy.

Additionally, certain segments of the investor community have recently expressed negative sentiment towards
investing in the oil and natural gas industry. Climate change-related developments in particular may result in negative
perceptions of the traditional oil and gas industry and, in turn, reputational risks associated with exploration and production
activities. There have been efforts in recent years, for example, to influence the investment community, including investment
advisors, insurance companies and certain sovereign wealth, pension and endowment funds and other groups, by promoting
divestment of fossil fuel equities and pressuring lenders to limit funding and insurance underwriters to limit coverages to
companies engaged in the extraction of fossil fuel reserves. Financial institutions may elect in the future to shift some or all of
their investment into non-fossil fuel related sectors. Some investors, including certain pension funds, university endowments
and family foundations, have stated policies to reduce or eliminate their investments in the oil and natural gas sector based on
social and environmental considerations. With the continued volatility in oil and natural gas prices, and the possibility that
interest rates will rise in the near term, increasing the cost of borrowing, certain investors have emphasized capital efficiency
and free cash flow from earnings as key drivers for energy companies, especially shale producers. This may also result in a
reduction of available capital funding for potential development projects, further impacting our future financial results.

Ultimately, any legislation, regulatory programs, technological advances or social pressures related to climate change
could increase our operating and compliance costs, reduce demand for oil and natural gas services and products, together with a
change in investor sentiment, may have a material adverse effect on our business, financial condition, results of operations and
cash flows. Furthermore, if we are unable to achieve the desired level of capital efficiency or free cash flow within the
timeframe expected by the market, our stock price may be adversely affected.

Increased scrutiny and changing stakeholder expectations with respect to environmental, social and governance (“ESG”)
matters may impact our business and expose us to additional risks.

In recent years, companies across all industries are facing increasing scrutiny from stakeholders related to their ESG
and sustainability practices. A number of advocacy groups, both domestically and internationally, have campaigned for
governmental and private action to promote change at public companies related to ESG matters, including increasing attention
and demands for action related to climate change, promoting the use of substitutes to fossil fuel products and encouraging the
divestment of companies in the fossil fuel industry. Increasing attention to climate change, for example, may result in demand
shifts for natural gas and oil products, additional governmental investigations, private litigation against us, operational delays or
restrictions, increased operating costs, and additional regulatory burdens. To the extent that societal pressures or political or
other factors are involved, it is possible that such liability could be imposed without regard to our causation of or contribution to
the asserted damage, or to other mitigating factors. For example, claims have been made against certain companies in the
energy industry alleging that GHG emissions from oil and natural gas operations constitute a public nuisance under federal and/
or state common law, or alleging that the companies have been aware of the adverse effects of climate change for some time but
failed to adequately disclose such impacts to their investors or customers. As a result, private individuals or public entities may
seek to enforce environmental laws and regulations against us and could allege personal injury, property damages or other
liabilities. While our business is not a party to any such litigation, we could be named in actions making similar allegations. An
unfavorable ruling in any such case could significantly impact our operations and could have an adverse impact on our financial
condition. Moreover, governmental authorities exercise considerable discretion in the timing and scope of permit issuance and
the public may engage in the permitting process, including through intervention in the courts. Negative public perception could
cause the permits our operating partners need to conduct their operations to be withheld, delayed or burdened by requirements
that restrict our ability to profitably conduct our business.
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Further, failure or a perception (whether or not valid) of failure to implement our ESG strategy or achieve
sustainability goals we have set could damage our reputation, causing our investors or other stakeholders to lose confidence in
our company, and negatively impact our operations. There can be no assurance that we will be able to accomplish any
announced goals, initiatives, commitments or objectives related to our ESG strategy, as statements regarding the same reflect
our current plans and aspirations and are not guarantees that we will be able to achieve them within the timelines we announce,
or at all. We in certain circumstances could determine in our discretion that it is not feasible or practical to implement or
complete certain of our ESG goals, initiatives, policies or procedures based on cost, timing or other considerations. Our
continuing efforts to research, establish, accomplish and accurately report on the implementation of our ESG strategy, including
any ESG goals, may also create additional operational risks and expenses and expose us to reputational, legal and other risks.
Moreover, while we create and publish voluntary disclosures regarding ESG matters from time to time, some of the statements
in those voluntary disclosures may be based on hypothetical expectations and assumptions that may or may not be
representative of current or actual risks or events or forecasts of expected risks or events, including the costs associated
therewith.  Such expectations and assumptions are necessarily uncertain and may be prone to error or subject to
misinterpretation given the long timelines involved and the lack of an established single approach to identifying, measuring and
reporting on many ESG matters. The occurrence of any of the foregoing could have a material adverse effect on our business
and financial condition.

Further, our business and growth opportunities require us to have strong relationships with various key stakeholders,
including our stockholders, employees, suppliers, customers, local communities and others. We may face pressures from
stakeholders, many of whom are increasingly focused on climate change, to prioritize sustainable energy practices, reduce our
carbon footprint and promote sustainability while at the same time remaining a successfully operating public company. If we do
not successfully manage expectations across these varied stakeholder interests, it could erode our stakeholder trust and thereby
affect our brand and reputation. Such erosion of confidence could negatively impact our business through decreased demand
and growth opportunities, delays in projects, increased legal action and regulatory oversight, adverse press coverage and other
adverse public statements, difficulty hiring and retaining top talent, difficulty obtaining necessary approvals and permits from
governments and regulatory agencies on a timely basis and on acceptable terms and difficulty securing investors and access to
capital.

In addition, organizations that provide information to investors on corporate governance and related matters have
developed ratings processes for evaluating companies on their approach to ESG matters. Such ratings are used by some
investors to inform their investment and voting decisions and thus unfavorable ESG ratings could have a negative impact on our
stock price and our access to and costs of capital.

Risks Related to Our Financing and Indebtedness

Any significant reduction in our borrowing base under our Revolving Credit Facility will negatively impact our liquidity and
could adversely affect our business and financial results.

Availability under our Revolving Credit Facility is subject to a borrowing base, with scheduled semiannual (April 1
and October 1) and other elective borrowing base redeterminations based upon, among other things, projected revenues from,
and asset values of, the oil and natural gas properties securing the Revolving Credit Facility. The lenders under the Revolving
Credit Facility can unilaterally adjust the borrowing base and the borrowings permitted to be outstanding under our Revolving
Credit Facility. Reductions in estimates of our producing oil, NGL and natural gas reserves could result in a reduction of our
borrowing base thereunder. The same could also arise from other factors, including but not limited to lower commodity prices
or production; inability to drill or unfavorable drilling results; changes in crude oil, NGL and natural gas reserve engineering;
increased operating and/or capital costs; or other factors affecting our lenders’ ability or willingness to lend (including factors
that may be unrelated to our company). Any significant reduction in our borrowing base could result in a default under current
and/or future debt instruments, negatively impact our liquidity and our ability to fund our operations and, as a result, could have
a material adverse effect on our financial position, results of operation and cash flow. Further, if the outstanding borrowings
under our Revolving Credit Facility were to exceed the borrowing base as a result of any such redetermination, we could be
required to repay the excess. If we do not have sufficient funds and we are otherwise unable to arrange new financing, we may
have to sell significant assets or take other actions to address. Any such sale or other actions could have a material adverse
effect on our business and financial results.

Our Revolving Credit Facility and other agreements governing indebtedness contain operating and financial restrictions
that may restrict our business and financing activities.

Our Revolving Credit Facility, the indenture governing our Senior Notes due 2028 (the “Senior Notes Indenture”), and
any future indebtedness we incur may contain a number of restrictive covenants that will impose significant operating and
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financial restrictions on us, including restrictions on our ability to, among other things: declare or pay any dividend or make any
other distributions on, purchase or redeem our equity interests or purchase or redeem certain debt; make loans or certain
investments; make certain acquisitions and investments; incur or guarantee additional indebtedness or issue certain types of
equity securities; incur liens; transfer or sell assets; create subsidiaries; consolidate, merge or transfer all or substantially all of
our assets; and engage in transactions with our affiliates. In addition, the Revolving Credit Facility requires us to maintain
compliance with certain financial covenants and other covenants. As a result of these covenants, we could be limited in the
manner in which we conduct our business, and we may be unable to engage in favorable business activities or finance future
operations or capital needs.

Our ability to comply with some of the covenants and restrictions may be affected by events beyond our control. If
market or other economic conditions deteriorate, our ability to comply with these covenants may be impaired. A failure to
comply with the covenants, ratios or tests in our Revolving Credit Facility or any other indebtedness could result in an event of
default under our Revolving Credit Facility or our other indebtedness, which, if not cured or waived, could have a material
adverse effect on our business, financial condition and results of operations. If an event of default under our Revolving Credit
Facility occurs and remains uncured, the lenders thereunder would not be required to lend any additional amounts to us; could
elect to declare all borrowings outstanding, together with accrued and unpaid interest and fees, to be due and payable; may have
the ability to require us to apply all of our available cash to repay these borrowings; and may prevent us from making debt
service payments under our other agreements.

An event of default or an acceleration under our Revolving Credit Facility could result in an event of default and an
acceleration under other existing or future indebtedness. Conversely, an event of default or an acceleration under any other
existing or future indebtedness could result in an event of default and an acceleration under our Revolving Credit Facility. In
addition, our obligations under the Revolving Credit Facility are collateralized by perfected liens and security interests on
substantially all of our assets and if we default thereunder the lenders could seek to foreclose on our assets.

We may not be able to generate enough cash flow to meet our debt obligations.

We expect our earnings and cash flow to vary significantly from year to year due to the cyclical nature of our industry.
As a result, the amount of debt that we can service in some periods may not be appropriate for us in other periods.
Additionally, our future cash flow may be insufficient to meet our debt obligations and commitments. Any insufficiency could
negatively impact our business. A range of economic, competitive, business and industry factors will affect our future financial
performance, and, as a result, our ability to generate cash flow from operations and to pay our debt. Many of these factors, such
as oil and natural gas prices, economic and financial conditions in our industry and the global economy or competitive
initiatives of our competitors, are beyond our control.

If we do not generate enough cash flow from operations to satisfy our debt obligations, we may have to undertake
alternative financing plans, such as refinancing or restructuring our debt; selling assets; reducing or delaying capital
investments; or seeking to raise additional capital. However, we cannot assure you that undertaking alternative financing plans,
if necessary, would allow us to meet our debt obligations. Our inability to generate sufficient cash flow to satisfy our debt
obligations, or to obtain alternative financing, could materially and adversely affect our business, financial condition, results of
operations and prospects.

Our ability to pay dividends to our stockholders is restricted by applicable laws and regulations and requirements under
certain of our debt agreements, including our Revolving Credit Facility and the Senior Notes (as defined below).

Holders of our common stock are only entitled to receive such cash dividends as our board of directors, in its sole
discretion, may declare out of funds legally available for such payments. On May 6, 2021, our board of directors declared our
first cash dividend on our common stock in the amount of $0.03 per share. The dividend was paid on July 30, 2021 to
stockholders of record as of the close of business on June 30, 2021. Our board of directors declared increased quarterly cash
dividends on our common stock for each of the following completed fiscal quarters, and our management intends to
recommend to our board of directors a further increase in our quarterly cash dividends on our common stock going forward.
Any such increase would be conditioned upon, among other things, the approval of such increase by our board of directors and
the absence of any material adverse developments or potentially attractive opportunities that would make such an increase
inadvisable. We cannot assure you, however, that we will pay dividends in the future in the current amounts or at all. Our board
of directors may change the timing and amount of any future dividend payments or eliminate the payment of future dividends to
our common stockholders at its discretion, without notice to our stockholders. Any future determination relating to our dividend
policy will be dependent on a variety of factors, including our financial condition, earnings, legal requirements, our general
liquidity needs, and other factors that our board of directors deems relevant. Our ability to declare and pay dividends to our
stockholders is subject to certain laws, regulations, and policies, including minimum capital requirements and, as a Delaware
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corporation, we are subject to certain restrictions on dividends under the DGCL. Under the DGCL, our board of directors may
not authorize payment of a dividend unless it is either paid out of our surplus, as calculated in accordance with the DGCL, or if
we do not have a surplus, it is paid out of our net profits for the fiscal year in which the dividend is declared and/or the
preceding fiscal year. Finally, our ability to pay dividends to our stockholders may be limited by covenants in any debt
agreements that we are currently a party to, including our Revolving Credit Facility and the Senior Notes Indenture, or may
enter into in the future. As a consequence of these various limitations and restrictions, we may not be able to make, or may have
to reduce or eliminate at any time, the payment of dividends on our common stock. If as a result, we are unable to pay
dividends, investors may be forced to rely on sales of their common stock after price appreciation, which may never occur, as
the only way to realize a return on their investment. Any change in the level of our dividends or the suspension of the payment
thereof could have a material adverse effect on the market price of our common stock.

Our variable rate indebtedness subjects us to interest rate risk, which could cause our debt service obligations to increase
significantly.

Borrowings under our Revolving Credit Facility bear interest at variable rates and expose us to interest rate risk. If
interest rates increase and we are unable to effectively hedge our interest rate risk, our debt service obligations on the variable
rate indebtedness would increase even if the amount borrowed remained the same, and our net income and cash available for
servicing our indebtedness would decrease.

In June 2022, we amended and restated the existing credit agreement governing the Revolving Credit Facility to,
among other things, replace LIBOR with SOFR. After giving effect to the credit agreement amendment and restatement, any
borrowings under our Revolving Credit Facility are primarily based on SOFR. It is unknown whether SOFR will attain market
acceptance as a replacement for LIBOR and, because SOFR differs fundamentally from LIBOR, there is no assurance that
SOFR will perform in the same way as LIBOR would have performed at any time, and there is no guarantee that it is a
comparable substitute for LIBOR. As a result, we cannot reasonably predict the potential effect of the establishment of
alternative reference rates on our business, financial condition or results of operations.

We may be able to incur substantially more debt. This could further exacerbate the risks associated with our substantial
indebtedness.

We may be able to incur substantial additional indebtedness in the future, subject to certain limitations, including
under our Revolving Credit Facility, the Senior Notes and under any future debt agreements. If new debt is added to our
current debt levels, the related risks that we now face could increase. Our level of indebtedness could, for instance, prevent us
from engaging in transactions that might otherwise be beneficial to us or from making desirable capital expenditures. This
could put us at a competitive disadvantage relative to other less leveraged competitors that have more cash flow to devote to
their operations. In addition, the incurrence of additional indebtedness could make it more difficult to satisfy our existing
financial obligations.

Our business plan requires significant capital expenditures, which we may be unable to obtain on favorable terms or at all.

Our exploration, development and acquisition activities require substantial capital expenditures. Historically, we have
funded our capital expenditures through a combination of cash flow from operations, borrowings under our credit facilities,
debt issuances, and equity issuances. Cash reserves, cash from operations and borrowings under our Revolving Credit Facility
may not be sufficient to fund our continuing operations and business plan and goals. We may require additional capital and we
may be unable to obtain such capital if and when required. If our access to capital were limited due to numerous factors, which
could include a decrease in operating cash flow due to lower oil and natural gas prices or decreased production or deterioration
of the credit and capital markets, we would have a reduced ability to develop our properties, replace our reserves and pursue our
business plan and goals. We may not be able to incur additional debt under our Revolving Credit Facility, issue debt or equity,
engage in asset sales or access other methods of financing on acceptable terms or at all. If the amount of capital we are able to
raise from financing activities, together with our cash from operations, is not sufficient to satisfy our capital requirements, we
may not be able to implement our business plan and may be required to scale back our operations, sell assets at unattractive
prices or obtain financing on unattractive terms, any of which could adversely affect our business, results of operations and
financial condition.

The capped call transactions may affect the value of the Convertible Notes and our common stock.
In connection with the pricing of the Convertible Notes, we entered into privately negotiated capped call transactions

relating to such notes with the option counterparties. The capped call transactions relating to the Convertible Notes cover,
subject to customary adjustments, the number of shares of our common stock that initially underlie such notes. The capped call

25



transactions are expected generally to reduce the potential dilution to our common stock upon any conversion of the
Convertible Notes and/or offset any potential cash payments we are required to make in excess of the principal amount of
converted notes, as the case may be, with such reduction and/or offset subject to a cap.

The option counterparties and/or their respective affiliates may modify their hedge positions by entering into or
unwinding various derivatives with respect to our common stock and/or purchasing or selling our common stock or other
securities of ours in secondary market transactions prior to the maturity of the Convertible Notes (and are likely to do so during
any observation period related to a conversion of such notes). This activity could also cause or avoid an increase or a decrease
in the market price of our common stock or the Convertible Notes, which could affect a holder’s ability to convert their
Convertible Notes and, to the extent the activity occurs following conversion or during any observation period related to a
conversion of the Convertible Notes, it could affect the amount and value of the consideration that a holder will receive upon
conversion of such notes.

The potential effect, if any, of these transactions and activities on the market price of our common stock or the
Convertible Notes will depend in part on market conditions and cannot be ascertained at this time. Any of these activities could
adversely affect the value of our common stock and the value of the Convertible Notes (and as a result, the amount and value of
the consideration that a holder would receive upon the conversion of the Convertible Notes) and, under certain circumstances, a
holder’s ability to convert their Convertible Notes.

We do not make any representation or prediction as to the direction or magnitude of any potential effect that the
transactions described above may have on the price of the Convertible Notes or our common stock. In addition, we do not make
any representation that the option counterparties or their respective affiliates will engage in these transactions or that these
transactions, once commenced, will not be discontinued without notice.

We are subject to counterparty risk with respect to the capped call transactions, and the capped call may not operate as
planned.

The option counterparties to the capped call transactions are financial institutions, and we will be subject to the risk
that one or more of the option counterparties may default or otherwise fail to perform, or may exercise certain rights to
terminate their obligations, under the capped call transactions. Our exposure to the credit risk of the option counterparties will
not be secured by any collateral. Global economic conditions have from time to time resulted in the actual or perceived failure
or financial difficulties of many financial institutions. If an option counterparty to one or more capped call transactions becomes
subject to insolvency proceedings, we will become an unsecured creditor in those proceedings with a claim equal to our
exposure at that time under our transactions with that option counterparty. Our exposure will depend on many factors but,
generally, the increase in our exposure will be correlated with increases in the market price or the volatility of our common
stock. In addition, upon a default or other failure to perform, or a termination of obligations, by an option counterparty, we may
suffer adverse tax consequences and more dilution than we currently anticipate with respect to our common stock. We can
provide no assurances as to the financial stability or viability of any option counterparty.

In addition, the capped call transactions are complex, and they may not operate as planned. For example, the terms of
the capped call transactions may be subject to adjustment, modification or, in some cases, renegotiation if certain corporate or
other transactions occur. Accordingly, these transactions may not operate as we intend if we are required to adjust their terms as
a result of transactions in the future or upon unanticipated developments that may adversely affect the functioning of the capped
call transactions.

The Convertible Notes may have a material effect on our reported financial results.

We will be required to record a greater amount of non-cash interest expense in current and future periods as a result of
the amortization of the debt issuance costs for the Convertible Notes. We will report lower net income (or greater net loss) in
our financial results because generally accepted accounting principles in the United States (“GAAP”) requires interest to
include both the current period’s amortization of the debt issuance costs and the instrument’s coupon interest, which could
adversely affect our reported or future financial results, the market price of our common stock and the trading price of the
Convertible Notes.

In addition, because we have the ability to settle the Convertible Notes, upon conversion, by paying or delivering cash
equal to the principal amount of the obligation and common stock for amounts over the principal amount, the shares issuable
upon conversion of the Convertible Notes are accounted for using the if-converted method and, as such, are not included in the
calculation of diluted earnings per share except to the extent that the conversion value of the Convertible Notes exceeds their
principal amount. Further, under the if-converted method, the dilutive shares are computed assuming the maximum dilutive
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impact. We cannot be sure that we will be able to continue to demonstrate the ability to settle the Convertible Notes in cash or
that the accounting standards will continue to permit the use of the if-converted method. If we are unable to use the if-converted
method in accounting for the shares issuable upon conversion of the Convertible Notes, our diluted earnings per share could be
adversely affected.

The conditional conversion feature of the Convertible Notes, if triggered, could adversely affect our financial position and
liquidity.

In the event the conditional conversion feature of the Convertible Notes is triggered, holders of Convertible Notes will
be entitled to convert such notes at any time during specified periods at their option. If one or more holders elect to convert their
Convertible Notes, we would be required to settle any converted principal amount of such Convertible Notes through the
payment of cash, which could adversely affect our liquidity. In addition, even if holders do not elect to convert their
Convertible Notes, we could be required under applicable accounting rules to reclassify all or a portion of the outstanding
principal of the Convertible Notes as a current rather than long-term liability, which would result in a material reduction of our
net working capital.

Provisions in the Convertible Notes Indenture (as defined below) could delay or prevent an otherwise beneficial takeover of
us.

Certain provisions in the Convertible Notes Indenture could make a third-party attempt to acquire us more difficult or
expensive. For example, if a takeover constitutes a fundamental change, then noteholders will have the right to require us to
repurchase their notes for cash. In addition, if a takeover constitutes a make-whole fundamental change, then we may be
required to temporarily increase the conversion rate. In either case, and in other cases, our obligations under the notes and the
indenture could increase the cost of acquiring us or otherwise discourage a third party from acquiring us or removing incumbent
management, including in a transaction that noteholders or holders of our common stock may view as favorable.

Risks Related to Legal and Regulatory Matters

The current presidential administration, acting through the executive branch and/or in coordination with Congress, already
has ordered or proposed, and could enact additional rules and regulations that restrict our ability to acquire federal leases in
the future and/or impose more onerous permitting and other costly environmental, health and safety requirements.

We are affected by the adoption of laws, regulations and policy directives that, for economic, environmental protection
or other policy reasons, could curtail exploration and development drilling for oil and gas. For example, in January 2021,
President Biden signed an Executive Order directing the U.S. Department of the Interior (“DOI”) to temporarily pause new oil
and gas leases on federal lands and waters pending completion of a comprehensive review of the federal government’s existing
oil and gas leasing and permitting program. In June 2021, a federal district court enjoined the DOI from implementing the pause
and leasing resumed subject to certain limitations, although litigation over the leasing pause remains ongoing. As a result, it is
difficult to predict if and when such areas may be made available for future exploration activities. In addition, in November
2021, the EPA proposed a new rule that would impose more stringent methane emissions standards for new and modified
sources in the oil and gas industry, and to regulate existing sources in the oil and gas industry for the first time. On November
11, 2022, the EPA issued the proposed rule supplementing the November 2021 proposed rule. Among other things, the
November 2022 supplemental proposed rule removes an emissions monitoring exemption for small wellhead-only sites and
creates a new third-party monitoring program to flag large emissions events, referred to in the proposed rule as “super
emitters.” The EPA 1is currently expected to issue a final rule by August 2023. Further, in September 2021, President Biden
publicly announced the Global Methane Pledge, an international pact that aims to reduce global methane emissions to at least
30% below 2020 levels by 2030. These efforts, among others, are intended to support the Biden Administration’s stated goal of
addressing climate change. Potential actions of Congress include imposing more restrictive laws and regulations pertaining to
permitting, limitations on GHG emissions, increased requirements for financial assurance and bonding for decommissioning
liabilities, and carbon taxes. Any of these executive, administrative or Congressional actions could adversely affect our
financial condition and results of operations by restricting the lands available for development and/or access to permits required
for such development, or by imposing additional and costly environmental, health and safety requirements.
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Our ability to use net operating loss carryforwards to offset future taxable income may be subject to certain limitations.

We have net operating loss (“NOL”) carryforwards that we may use to offset against taxable income for U.S. federal
income tax purposes. At December 31, 2022, we had an estimated NOL carryforward of approximately $520.7 million for U.S.
federal income tax purposes. In general, under Section 382 of the Internal Revenue Code of 1986, as amended (the “IRC”), a
corporation that undergoes an “ownership change” can be subject to limitations on the use of its NOLs to offset future taxable
income. We underwent an “ownership change” during 2018 and, as a result, the use of our existing NOL carryforwards is
subject to limitations under Section 382, which are generally determined by multiplying the value of our stock at the time of the
ownership change by the applicable long-term tax exempt rate as defined in Section 382 of the IRC. See Note 10 to our
financial statements. Future changes in our stock ownership, some of which are outside of our control, could result in an
additional ownership change under Section 382 of the IRC.

Certain U.S. federal income tax deductions currently available with respect to natural gas and oil exploration and
development may be eliminated as a result of future legislation.

From time to time, legislation has been proposed that would, if enacted into law, make significant changes to U.S. tax
laws, including certain key U.S. federal income tax provisions currently available to oil and gas companies. Such legislative
changes have included, but have not been limited to, (i) the repeal of the percentage depletion allowance for natural gas and oil
properties, (ii) the elimination of current deductions for intangible drilling and development costs, and (iii) an extension of the
amortization period for certain geological and geophysical expenditures. Although these provisions were largely unchanged in
recent federal tax legislation such as the IRA, Congress could consider, and could include, some or all of these proposals as part
of future tax reform legislation. Moreover, other more general features of any additional tax reform legislation, including
changes to cost recovery rules, may be developed that also would change the taxation of oil and gas companies. It is unclear
whether these or similar changes will be enacted in future legislation and, if enacted, how soon any such changes could take
effect. The passage of any legislation as a result of these proposals or any similar changes in U.S. federal income tax laws could
eliminate or postpone certain tax deductions that currently are available with respect to oil and gas development or increase
costs, and any such changes could have an adverse effect on our financial position, results of operations and cash flows.

The enactment of new or increased severance taxes and impact fees on natural gas production could negatively impact our
assets in the Marcellus Shale formation.

The tax laws, rules and regulations that affect the operation of our assets in the Marcellus Shale formation are subject
to change. For example, Pennsylvania’s governor has in past legislative sessions proposed legislation to impose a state
severance tax on the extraction of natural resources, including natural gas produced from the Marcellus Shale formation, either
in replacement of or in addition to the existing state impact fee. Pennsylvania’s legislature has not thus far advanced any of the
governor’s severance tax proposals; however, severance tax legislation may continue to be proposed in future legislative
sessions. Any such tax increase or change could adversely impact our earnings, cash flows and financial position as it relates to
these assets.

Unanticipated changes in effective tax rates or adverse outcomes resulting from examination of our income or other tax
returns could adversely affect our financial condition and results of operations.

We are subject to taxes by U.S. federal, state and local tax authorities. Our future effective tax rates could be subject to
volatility or adversely affected by a number of factors, including changes in the valuation of our deferred tax assets and
liabilities, expected timing and amount of the release of any tax valuation allowances, or changes in tax laws, regulations or
interpretations thereof. In addition, we may be subject to audits of our income, sales and other transaction taxes by U.S. federal,
state and local taxing authorities. Outcomes from these audits could have an adverse effect on our financial condition and
results of operations.

A new 1% U.S. federal excise tax could be imposed on us in connection with repurchases of our shares by us.

On August 16, 2022, the IRA was signed into federal law. The IRA provides for, among other things, a new U.S.
federal 1% excise tax on certain repurchases (including redemptions) of shares by publicly traded domestic (i.e., U.S.)
corporations and certain domestic subsidiaries of publicly traded foreign corporations occurring after December 31, 2022. The
excise tax is imposed on the repurchasing corporation itself, not its shareholders from which shares are repurchased. The
amount of the excise tax is generally 1% of the fair market value of the shares repurchased at the time of the repurchase.
However, for purposes of calculating the excise tax, repurchasing corporations are permitted to net the fair market value of
certain new share issuances against the fair market value of shares repurchases during the same taxable year. In addition, certain
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exceptions apply to the excise tax. On December 27, 2022, the U.S. Department of the Treasury (the “Treasury”) issued a
notice that it intends to publish proposed regulations addressing the application of the excise tax (the “Notice”). To provide
taxpayers with interim guidance, the Notice describes certain rules upon which taxpayers are generally entitled to rely until
publication of the proposed regulations.

Whether and to what extent we could be subject to the excise tax in connection with repurchases of our shares will
depend on a number of factors, including (i) the fair market value of the repurchase, (ii) the nature and amount of any equity
issuances within the same taxable year of the repurchase, and (iii) the content of any future regulations and other guidance
issued from the Treasury. The excise tax would cause a reduction in our cash available on hand, which could have a negative
impact on our business and operations.

Our business involves the selling and shipping by rail of crude oil, which involves risks of derailment, accidents and
liabilities associated with cleanup and damages, as well as potential regulatory changes that may adversely impact our
business, financial condition or results of operations.

A portion of our crude oil production is transported to market centers by rail. Derailments in North America of trains
transporting crude oil have caused various regulatory agencies and industry organizations, as well as federal, state and
municipal governments, to focus attention on transportation by rail of flammable liquids. Any changes to existing laws and
regulations, or promulgation of new laws and regulations, including any voluntary measures by the rail industry, that result in
new requirements for the design, construction or operation of tank cars used to transport crude oil could increase our costs of
doing business and limit our ability to transport and sell our crude oil at favorable prices at market centers throughout the
United States, the consequences of which could have a material adverse effect on our financial condition, results of operations
and cash flows. In addition, any derailment of crude oil involving crude oil that we have sold or are shipping may result in
claims being brought against us that may involve significant liabilities.

Our derivative activities expose us to potential regulatory risks.

The Federal Trade Commission, FERC, and the Commodities Futures Trading Commission (“CFTC”) have statutory
authority to monitor certain segments of the physical and futures energy commodities markets. These agencies have imposed
broad regulations prohibiting fraud and manipulation of such markets. With regard to derivative activities that we undertake
with respect to oil, natural gas, NGLs, or other energy commodities, we are required to observe the market-related regulations
enforced by these agencies. Failure to comply with such regulations, as interpreted and enforced, could have a material adverse
effect on our business, results of operations and financial condition.

Legislative and regulatory developments could have an adverse effect on our ability to use derivative instruments to reduce
the effect of commodity price, interest rate and other risks associated with our business.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank Act”) contains measures aimed at
increasing the transparency and stability of the over-the-counter derivatives market and preventing excessive speculation. On
January 14, 2021, the CFTC published a final rule imposing position limits for certain futures and options contracts in various
commodities (including oil and gas) and for swaps that are their economic equivalents, though certain types of derivative
transactions are exempt from these limits, provided that such derivative transactions satisfy the CFTC’s requirements for certain
enumerated “bona fide” derivative transactions. The CFTC has also adopted final rules regarding aggregation of positions,
under which a party that controls the trading of, or owns ten percent or more of the equity interests in, another party will have to
aggregate the positions of the controlled or owned party with its own positions for purposes of determining compliance with
position limits unless an exemption applies. These rules may affect both the size of the positions that we may hold and the
ability or willingness of counterparties to trade with us, potentially increasing the costs of transactions. Moreover, such changes
could materially reduce our access to derivative opportunities, which could adversely affect revenues or cash flow during
periods of low commodity prices.

The CFTC also has designated certain interest rate swaps and credit default swaps for mandatory clearing and the
associated rules also will require us, in connection with covered derivative activities, to comply with clearing and trade-
execution requirements or to take steps to qualify for an exemption to such requirements. Although we believe we qualify for
the end-user exception from the mandatory clearing requirements for swaps entered to mitigate its commercial risks, the
application of the mandatory clearing and trade execution requirements to other market participants, such as swap dealers, may
change the cost and availability of the swaps that we use. If our swaps do not qualify for the commercial end-user exception, or
if the cost of entering into uncleared swaps becomes prohibitive, we may be required to clear such transactions. The ultimate
effect of these rules and any additional regulations on our business is uncertain.
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The full impact of the Dodd-Frank Act and related regulatory requirements on our business will not be known until the
regulations are fully implemented and the market for derivatives contracts has adjusted. In addition, it is possible that the Biden
Administration could expand regulation of the over-the-counter derivatives market and the entities that participate in that
market through either the Dodd-Frank Act or the enactment of new legislation. Regulations issued under the Dodd-Frank Act
(including any further regulations implemented thereunder) and any new legislation also may require certain counterparties to
our derivative instruments to spin off some of their derivative activities to a separate entity, which may not be as creditworthy
as the current counterparty. Such legislation and regulations could significantly increase the cost of derivative contracts
(including from swap recordkeeping and reporting requirements and through requirements to post collateral which could
adversely affect our available liquidity), materially alter the terms of derivative contracts, reduce the availability of derivatives
to protect against risks we encounter, reduce our ability to monetize or restructure our existing derivative contracts, and increase
our exposure to less creditworthy counterparties. We maintain an active hedging program related to commodity price risks.
Such legislation and regulations could reduce trading positions and the market-making activities of our counterparties. If we
reduce our use of derivatives as a result of legislation and regulations or any resulting changes in the derivatives markets, our
results of operations may become more volatile and our cash flows may be less predictable, which could adversely affect our
ability to plan for and fund capital expenditures or to make payments on our debt obligations. Finally, the Dodd-Frank Act was
intended, in part, to reduce the volatility of oil and natural gas prices, which some legislators attributed to speculative trading in
derivatives and commodity instruments related to oil and natural gas. Our revenues could therefore be adversely affected if a
consequence of the legislation and regulations is to lower commodity prices. Any of these consequences could have a material
adverse effect on our business, our financial condition, and our results of operations.

Our business is subject to complex federal, state, local and other laws and regulations that could adversely affect the cost,
manner or feasibility of doing business.

Our operational interests, as operated by our third-party operating partners, are regulated extensively at the federal,
state, tribal and local levels. Environmental and other governmental laws and regulations have increased the costs to plan,
design, drill, install, operate and abandon oil and natural gas wells. Under these laws and regulations, our company (either
directly or indirectly through our operating partners) could also be liable for personal injuries, property and natural resource
damage and other damages. Failure to comply with these laws and regulations may result in the suspension or termination of
our business and subject us to administrative, civil and criminal penalties. Moreover, public interest in environmental protection
has increased in recent years, and environmental organizations have opposed, with some success, certain drilling projects.

Part of the regulatory environment in which we do business includes, in some cases, legal requirements for obtaining
environmental assessments, environmental impact studies and/or plans of development before commencing drilling and
production activities. In addition, our activities are subject to the regulations regarding conservation practices and protection of
correlative rights. These regulations affect our business and limit the quantity of natural gas we may produce and sell. A major
risk inherent in the drilling plans in which we participate is the need for our operators to obtain drilling permits from state and
local authorities. Delays in obtaining regulatory approvals or drilling permits, the failure to obtain a drilling permit for a well or
the receipt of a permit with unreasonable conditions or costs could have a material adverse effect on the development of our
properties. Additionally, the oil and natural gas regulatory environment could change in ways that might substantially increase
the financial and managerial costs of compliance with these laws and regulations and, consequently, adversely affect our
profitability. At this time, we cannot predict the effect of this increase on our results of operations. Furthermore, we may be
put at a competitive disadvantage to larger companies in our industry that can spread these additional costs over a greater
number of wells and larger operating staff.

Failure to comply with federal, state and local environmental laws and regulations could result in substantial penalties and
adversely affect our business.

All phases of the oil and natural gas business can present environmental risks and hazards and are subject to a variety
of federal, state and municipal laws and regulations. Environmental laws and regulations, among other things, restrict and
prohibit spills, releases or emissions of various substances produced in association with oil and natural gas operations, and
require that wells and facility sites be operated, maintained, abandoned and reclaimed to the satisfaction of applicable
regulatory authorities. There is risk of incurring significant environmental costs and liabilities as a result of the handling of
petroleum hydrocarbons and wastes, air emissions and wastewater discharges related to our business, and historical operations
and waste disposal practices. Failure to comply with these laws and regulations may result in the assessment of administrative,
civil and criminal penalties, loss of our leases, incurrence of investigatory or remedial obligations and the imposition of
injunctive relief.

Environmental legislation is evolving in a manner we expect may result in stricter standards and enforcement, larger
fines and liability and potentially increased capital expenditures and operating costs. The discharge of oil, natural gas or other
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pollutants into the air, soil or water may give rise to liabilities to governments and third parties and may require us to incur costs
to remedy such discharge, regardless of whether we were responsible for the release or contamination and regardless of whether
our operating partners met previous standards in the industry at the time they were conducted. In addition, claims for damages
to persons, property or natural resources may result from environmental and other impacts of operations on our properties. The
application of new or more stringent environmental laws and regulations to our business may cause us to curtail production or
increase the costs of our production, development or exploration activities.

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

Hydraulic fracturing involves the injection of water, sand and chemicals under pressure into formations to fracture the
surrounding rock and stimulate production. Hydraulic fracturing is used extensively by our third-party operating partners. The
hydraulic fracturing process is typically regulated by state oil and natural gas commissions. Any federal or state legislative or
regulatory changes with respect to hydraulic fracturing could cause us to incur substantial compliance costs or result in
operational delays, and the consequences of any failure to comply by us or our third-party operating partners could have a
material adverse effect on our financial condition and results of operations.

In addition, in response to concerns relating to recent seismic events near underground disposal wells used for the
disposal by injection of flowback and produced water or certain other oilfield fluids resulting from oil and natural gas activities
(so-called “induced seismicity”), regulators in some states have imposed, or are considering imposing, additional requirements
in the permitting of produced water disposal wells or otherwise to assess any relationship between seismicity and the use of
such wells. States may, from time to time, develop and implement plans directing certain wells where seismic incidents have
occurred to restrict or suspend disposal well operations. These developments could result in additional regulation and
restrictions on the use of injection wells by our operators to dispose of flowback and produced water and certain other oilfield
fluids. Increased regulation and attention given to induced seismicity also could lead to greater opposition to, and litigation
concerning, oil and natural gas activities utilizing injection wells for waste disposal. Until such pending or threatened legislation
or regulations are finalized and implemented, it is not possible to estimate their impact on our business.

Any of the above risks could impair our ability to manage our business and have a material adverse effect on our
operations, cash flows and financial position.

The adoption of climate change legislation or regulations restricting or relating to emissions of GHGs could result in
increased operating costs and reduced demand for the oil and natural gas we produce.

Restrictions on GHG emissions that may be imposed, or the adoption and implementation of regulations that require
reporting of GHG emissions or other climate-related information or otherwise seek to limit GHG emissions (including carbon
pricing schemes) from our operating partners, could adversely affect our business and the oil and gas industry, including by
restricting our ability to execute on our business strategy, requiring additional capital, compliance, operating costs, increasing
the cost of oil and natural gas products and services, reducing demand for oil and natural gas products and services, reducing
our access to financial markets, or creating greater potential for governmental investigations or litigation. For example, adoption
of legislation or regulatory programs to reduce GHG emissions could require us to incur increased operating costs, such as costs
to purchase and operate emissions control systems, to acquire emissions allowances or to comply with new regulatory
requirements. Such regulatory initiatives could stimulate demand for alternative forms of energy that do not rely on combustion
fossil fuels. Any GHG emissions legislation or regulatory programs applicable to power plants or refineries could also increase
the cost of consuming, and potentially reduce demand for, the oil and natural gas we produce. Consequently, legislation and
regulatory programs to reduce GHG emissions or that address climate change could have an adverse effect on our business,
financial condition and results of operations.

Additionally, the SEC issued a proposed rule in March 2022 that would mandate extensive disclosure of climate-
related data, risks and opportunities, including financial impacts, physical and transition risks, related governance and strategy,
and GHG emissions, for certain public companies. We cannot predict the costs of implementation or any potential adverse
impacts resulting from the rulemaking. To the extent this rulemaking is finalized as proposed, we could incur increased costs
relating to the assessment and disclosure of climate-related risks. In addition, enhanced climate disclosure requirements could
accelerate the trend of certain stakeholders and lenders restricting or seeking more stringent conditions with respect to their
investments in certain carbon-intensive sectors. See “Item 1. Business—Governmental Regulation and Environmental Matters”
and “—Climate Change” for a further discussion of the laws and regulations related to GHGs and of climate change.
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Risks Related to Our Common Stock

There may be future sales or issuances of our common stock, including issuances in connection with our incentive plans,
acquisitions or otherwise, which will dilute the ownership interests of stockholders and may adversely affect the market price
of our common stock.

Our certificate of incorporation authorizes us to issue 135,000,000 shares of common stock, of which 85,165,807
shares were issued and outstanding as of December 31, 2022. Any shares of common stock that we may issue in the future,
including securities that are convertible into or exchangeable for, or that represent the right to receive, common stock or
substantially similar securities, may dilute the ownership interests of our stockholders. In addition, future issuances of common
stock under our 2018 Equity Incentive Plan or other equity incentive plans that we may adopt in the future, or in connection
with an acquisition or otherwise, would also dilute the percentage ownership held by our stockholders. The market price of our
common stock could decline as a result of sales or issuances of a large number of shares of our common stock or similar
securities in the market or the perception that such sales or issuances could occur.

Our certificate of incorporation, bylaws, and Delaware state law contain provisions that may have the effect of delaying or
preventing a change in control and may adversely affect the market price of our capital stock.

Our certificate of incorporation authorizes our board of directors to issue preferred stock without any further vote or
action by our stockholders. The rights of the holders of our common stock will be subject to the rights of the holders of any
preferred stock that may be issued in the future. The issuance of preferred stock could delay, deter or prevent a change in
control and could adversely affect the voting power or economic value of our shares. In addition, some provisions of our
certificate of incorporation and bylaws could make it more difficult for a third-party to acquire control of us, even if the change
of control would be beneficial to our stockholders, including, among others, limitations on the ability of our stockholders to call
special meetings, limitations on the ability of our stockholders to act by written consent, and advance notice provisions for
stockholders proposals and nominations for elections to the board of directors to be acted upon at meetings of stockholders.
Delaware law generally prohibits us from engaging in any business combination with any “interested stockholder,” meaning
generally that a stockholder who owns 15% or more of our stock cannot acquire us for a period of three years from the date
such stockholder became an interested stockholder, unless various conditions are met.

The availability of shares for sale or other issuance in the future could reduce the market price of our common stock.

Our board of directors has the authority, without action or vote of our stockholders, to issue all or any part of our
authorized but unissued shares of common stock, or issue shares of preferred stock, which may be convertible into shares of
common stock. In the future, we may issue securities to raise cash for acquisitions, as consideration in acquisitions, to pay down
debt, to fund capital expenditures or general corporate expenses, in connection with the exercise of stock options or to satisfy
our obligations under our incentive plans. We may also acquire interests in other companies by using a combination of cash, our
preferred stock and our common stock or just our common stock. We may also issue securities, including our preferred stock,
that are convertible into, exchangeable for, or that represent the right to receive, our common stock. The occurrence of any of
these events or any issuance of common stock upon conversion of our Convertible Notes or upon exercise of our outstanding
warrants may dilute your ownership interest in our company, reduce our earnings per share and have an adverse impact on the
price of our common stock.

Investors in our common stock may be required to look solely to stock appreciation for a return on their investment in us.
Any payment of future dividends will be at the discretion of our board of directors and will depend on, among other
things, our earnings, financial condition, capital requirements, level of indebtedness, statutory and contractual restrictions
applying to the payment of dividends and other considerations that our board of directors deems relevant. Covenants contained
in the instruments governing our indebtedness restrict the payment of dividends. Investors may be forced to rely on sales of
their common stock after price appreciation, which may never occur, as the only way to realize a return on their investment.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties
Estimated Net Proved Reserves

The table below summarizes our estimated net proved reserves at December 31, 2022 based on reports prepared by the
Company for the year ended December 31, 2022 and audited by Cawley, our third-party independent reserve engineers. In
preparing its reports, the Company evaluated properties representing all of our proved reserves at December 31, 2022 in
accordance with the rules and regulations of the SEC applicable to companies involved in oil and natural gas producing
activities. Our estimated net proved reserves in the table below do not include probable or possible reserves and do not in any
way include or reflect our commodity derivatives.

December 31, 2022 December 31, 2021
Proved Proved
Reserves % of Reserves % of
(MBoe)(1) Total (MBoe)(2) Total
SEC Proved Reserves:
Developed 214,602 65 % 170,598 59 %
Undeveloped 116,207 35 117,084 41
Total Proved Properties 330,809 100 % 287,682 100 %

()" The table above values oil and natural gas reserve quantities as of December 31, 2022, assuming constant realized prices of

$91.95 per barrel of oil and $7.43 per Mcf of natural gas. Under SEC guidelines, these prices represent the average prices
per barrel of oil and per Mcf of natural gas at the beginning of each month in the 12-month period prior to the end of the
reporting period, after adjustment to reflect applicable transportation and quality differentials.
@ The table above values oil and natural gas reserve quantities as of December 31, 2021, assuming constant realized prices of
$62.25 per barrel of oil and $3.37 per Mcf of natural gas. Under SEC guidelines, these prices represent the average prices
per barrel of oil and per Mcf of natural gas at the beginning of each month in the 12-month period prior to the end of the
reporting period, after adjustment to reflect applicable transportation and quality differentials.

Estimated net proved reserves at December 31, 2022 were 330,809 MBoe, a 15% increase from estimated net proved
reserves of 287,682 MBoe at December 31, 2021. The increase was primarily due to the impact of our 2022 acquisitions, as
well as higher activity levels in 2022 as compared to 2021. Increased development activity in 2022 led to an increase in our
capital spending as well as an increase in the number of undeveloped drilling locations reflected in our 2022 proved reserve
estimates. As a result of the higher activity levels and our 2022 acquisitions, the number of proved undeveloped wells included
in the reserves was increased from 126.5 net wells in 2021 to 138.2 net wells in 2022.
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The following table sets forth summary information by reserve category with respect to estimated proved reserves at
December 31, 2022:

SEC Pricing Proved Reserves"

Reserve Volumes PV-10®
Natural Amount
Oil Gas Total (In
Reserve Category (MBbls) (MMcf) (MBoe)® % thousands) %
PDP Properties 109,498 604,303 210,215 64 % $ 5,434,411 69 %
PDNP Properties 3,128 7,552 4,387 1 % 159,541 2%
PUD Properties 50,115 396,551 116,207 35 % 2,308,202 29 %
Total 162,741 1,008,406 330,809 100 % $ 7,902,154 100 %

)" The SEC Pricing Proved Reserves table above values oil and natural gas reserve quantities and related discounted future

net cash flows as of December 31, 2022, based on average prices of $93.67 per barrel of oil and $6.36 per MMbtu of
natural gas. Under SEC guidelines, these prices represent the average prices per barrel of oil and per MMbtu of natural gas
at the beginning of each month in the 12-month period prior to the end of the reporting period. The average resulting price
used as of December 31, 2022, after adjustment to reflect applicable transportation and quality differentials, was $91.95 per
barrel of oil and $7.43 per Mcf of natural gas.

Boe are computed based on a conversion ratio of one Boe for each barrel of oil and one Boe for every 6,000 cubic feet (i.e.,
6 Mcf) of natural gas.

Pre-tax PV10%, or PV-10, may be considered a non-GAAP financial measure as defined by the SEC and is derived from
the standardized measure of discounted future net cash flows, which is the most directly comparable GAAP measure. See
“Reconciliation of PV-10 to Standardized Measure” below.

2

3)

The table above assumes prices and costs discounted using an annual discount rate of 10% without future escalation,
without giving effect to non-property related expenses such as general and administrative expenses, debt service and
depreciation, depletion and amortization, or federal income taxes. The information in the table above does not give any effect
to or reflect our commodity derivatives.

Reconciliation of PV-10 to Standardized Measure

PV-10 is derived from the Standardized Measure of discounted future net cash flows, which is the most directly
comparable GAAP financial measure for proved reserves calculated using SEC pricing. PV-10 is a computation of the
Standardized Measure of discounted future net cash flows on a pre-tax basis. PV-10 is equal to the Standardized Measure of
discounted future net cash flows at the applicable date, before deducting future income taxes, discounted at 10 percent. We
believe that the presentation of PV-10 is relevant and useful to investors because it presents the discounted future net cash flows
attributable to our estimated net proved reserves prior to taking into account future corporate income taxes, and it is a useful
measure for evaluating the relative monetary significance of our oil and natural gas properties. Further, investors may utilize the
measure as a basis for comparison of the relative size and value of our reserves to other companies. Moreover, GAAP does not
provide a measure of estimated future net cash flows for reserves other than proved reserves or for reserves calculated using
prices other than SEC prices. We use this measure when assessing the potential return on investment related to our oil and
natural gas properties. PV-10, however, is not a substitute for the Standardized Measure of discounted future net cash flows.
Our PV-10 measure and the Standardized Measure of discounted future net cash flows do not purport to represent the fair value
of our oil and natural gas reserves.
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The following table reconciles the pre-tax PV10% value of our SEC Pricing Proved Reserves as of December 31, 2022
to the Standardized Measure of discounted future net cash flows.

SEC Pricing Proved Reserves
(In thousands)

Standardized Measure Reconciliation

Pre-Tax Present Value of Estimated Future Net Revenues (Pre-Tax PV10%) $ 7,902,154
Future Income Taxes, Discounted at 10%" (1,465,257)
Standardized Measure of Discounted Future Net Cash Flows $ 6,436,897

(" The expected tax benefits to be realized from utilization of the net operating loss and tax credit carryforwards are used in

the computation of future income tax cash flows. As a result of available net operating loss carryforwards and the
remaining tax basis of our assets at December 31, 2022, our future income taxes were significantly reduced.

Uncertainties are inherent in estimating quantities of proved reserves, including many risk factors beyond our control.
Reserve engineering is a subjective process of estimating subsurface accumulations of oil and natural gas that cannot be
measured in an exact manner. As a result, estimates of proved reserves may vary depending upon the engineer estimating the
reserves. Further, our actual realized price for our oil and natural gas is not likely to average the pricing parameters used to
calculate our proved reserves. As such, the oil and natural gas quantities and the value of those commodities ultimately
recovered from our properties will vary from reserve estimates.

Additional discussion of our proved reserves is set forth under the heading “Supplemental Oil and Gas Information -
Unaudited” to our financial statements included later in this report.

Proved Undeveloped Reserves

At December 31, 2022, we had approximately 116.2 MMBoe of proved undeveloped reserves as compared to 117.1
MMBoe at December 31, 2021. A reconciliation of the change in proved undeveloped reserves during 2022 is as follows:

MMBoe
Estimated Proved Undeveloped Reserves at 12/31/2021 117.1
Converted to Proved Developed Through Drilling (18.1)
Added from Extensions and Discoveries 18.5
Purchases of Minerals in Place 12.7
Removed for 5-Year Rule (14.3)
Revisions 0.3
Estimated Proved Undeveloped Reserves at 12/31/2022 116.2

Our future development drilling program includes the drilling of approximately 138.2 proved undeveloped net wells
before the end of 2027 at an estimated cost of $1,026 million. Our development plan for drilling proved undeveloped wells
calls for the drilling of 85.2 net wells during 2023 (includes 47.0 net wells drilled at December 31, 2022, but classified as
proved undeveloped due to Cawley’s internal guidelines which require greater than 50% of total costs to be incurred to be
classified as developed), 25.4 net wells during 2024, 16.3 net wells during 2025, 7.0 net wells during 2026, and 4.3 net wells
during 2027 for a total of 138.2 net wells. Our proved undeveloped locations were increased from 126.5 net wells at
December 31, 2021 to 138.2 net wells at December 31, 2022 due to our 2022 acquisitions, higher commodity prices, and
increased development activity. We expect that our proved undeveloped reserves will continue to be converted to proved
developed producing reserves as additional wells are drilled including our acreage. All locations comprising our remaining
proved undeveloped reserves are forecast to be drilled within five years from initially being recorded in accordance with our
development plan.

At December 31, 2022, the PV-10 value of our proved undeveloped reserves amounted to 29% of the PV-10 value of
our total proved reserves. Although our 2022 producing property additions exceeded our 5-year average development plan,
there are numerous uncertainties. The development of these reserves is dependent upon a number of factors which include, but
are not limited to: financial targets such as drilling within cash flow or reducing debt, drilling of obligatory wells, satisfactory
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rates of return on proposed drilling projects, and the levels of drilling activities by operators in areas where we hold leasehold
interests. During 2022, we increased our development capital spending by 100% compared to 2021. With 69% of the PV-10
value of our total proved reserves supported by producing wells, we believe we will have sufficient cash flows and adequate
liquidity to execute our development plan.

At December 31, 2022, we had spent a total of $118.5 million related to the development of proved undeveloped
reserves, which resulted in the conversion of 18.1 MMBoe of proved undeveloped reserves as of December 31, 2021 to proved
developed reserves as of December 31, 2022. Proved developed property additions in 2022 also included 11.6 MMBoe from
the conversion of previously undeveloped locations that were not booked in our December 31, 2021 proved undeveloped
reserves (the related development costs incurred at December 31, 2022 were $212.2 million). Additionally, our proved
undeveloped reserves at December 31, 2022 included 59.3 MMBoe for net wells that had commenced drilling activities but
remained classified as undeveloped reserves due to Cawley’s internal guidelines which require greater than 50% of the total
costs to have been incurred in order to be classified as proved developed (the related development costs incurred at
December 31, 2022 were $61.0 million).

In 2022, we also added 18.5 MMBoe of proved undeveloped reserves as a result of our acquisition and development
activity. The SEC-prescribed commodity prices (after adjustment for transportation, quality and basis differentials) were
$29.70 higher per barrel of oil and $4.06 higher per Mcf of natural gas at year-end 2022 as compared to year-end 2021.
Additionally, we had positive revisions of 0.3 MMBoe primarily due to the aforementioned higher pricing. We also removed
14.3 MMBoe of proved undeveloped reserves due to the SEC-prescribed 5-year rule.

Proved Reserves Sensitivity by Price Scenario

The SEC disclosure rules allow for optional reserves sensitivity analysis, such as the sensitivity that oil and natural gas
reserves have to price fluctuations. We have chosen to compare our proved reserves from the 2022 SEC case to one alternate
pricing case, which uses a flat pricing deck of $70.00 per Bbl for oil and $3.00 per MMbtu for natural gas (the “$70 Flat
Case”). The sensitivity scenario was not audited by a third-party. In this sensitivity scenario, all operating cost assumptions
and other factors, other than the commodity price assumptions, have been held constant with the 2022 SEC case. However, the
lower pricing in the sensitivity scenario did result in fewer future drilling locations that were economic at the $70 Flat Case
compared to the 2022 SEC case. As a result, the $70 Flat Case included 3.0 fewer proved undeveloped net wells compared to
the 137.1 proved undeveloped net wells included in the 2022 SEC case. This sensitivity is only meant to demonstrate the
impact that changing commodity prices may have on estimated proved reserves and PV-10 and there is no assurance this
outcome will be realized. The table below shows our proved reserves utilizing the 2022 SEC case compared with the $70 Flat
Case.

Price Cases
2022 SEC Case? $70 Flat Case®

Net Proved Reserves (December 31, 2022)

Oil (MBbI)
Developed 112,626 106,371
Undeveloped 50,115 48,169
Total 162,741 154,540
Natural Gas (MMcf)
Developed 611,855 556,600
Undeveloped 396,551 390,799
Total 1,008,406 947,399
Total Proved Reserves (MBOE) 330,809 312,440
Pre-tax PV10% (in thousands)® $ 7,902,154 $ 4,482,675

() Represents reserves based on pricing prescribed by the SEC. The unescalated twelve month arithmetic average of the first

day of the month posted prices were adjusted for transportation and quality differentials to arrive at prices of $91.95 per
Bbl for oil and $7.43 per Mcf for natural gas. Production costs were held constant for the life of the wells.
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@ Prices based on $70.00 per Bbl for oil and $3.00 per MMbtu for natural gas, which were then adjusted for transportation

and quality differentials to arrive at prices of $68.32 per Bbl for oil and $4.11 per Mcf for natural gas.

Pre-tax PV10%, or PV-10, may be considered a non-GAAP financial measure. See “Reconciliation of PV-10 to
Standardized Measure” above for a reconciliation of the PV-10 of our 2022 SEC case proved reserves to the Standardized
Measure. GAAP does not prescribe a corresponding measure for PV-10 of proved reserves based on other than SEC
prices. As a result, it is not practicable for us to reconcile the PV-10 of our proved reserves based on alternate pricing
scenarios.

3)

Independent Petroleum Engineers

We have utilized Cawley, an independent reserve engineering firm, as our third-party engineering firm. The selection
of Cawley was approved by our Audit Committee. Cawley is a reservoir-evaluation consulting firm who evaluates oil and
natural gas properties and independently certifies petroleum reserves quantities for various clients throughout the United States.
Cawley has substantial experience calculating the reserves of various other companies and, as such, we believe Cawley has
sufficient experience to appropriately audit our reserves. Cawley utilizes proprietary technology, systems and data to calculate
our reserves commensurate with this experience. Cawley is a Texas Registered Engineering Firm (F-693). Our primary contact
at Cawley is Todd Brooker, President. Mr. Brooker is a State of Texas Licensed Professional Engineer (License #83462). He is
also a member of the Society of Petroleum Engineers.

In accordance with applicable requirements of the SEC, estimates of our net proved reserves and future net revenues
are made using average prices at the beginning of each month in the 12-month period prior to the date of such reserve estimates
and are held constant throughout the life of the properties (except to the extent a contract specifically provides for escalation).

The reserves set forth in the Cawley report for the properties are estimated by performance methods or analogy. In
general, reserves attributable to producing wells and/or reservoirs are estimated by performance methods such as decline curve
analysis which utilizes extrapolations of historical production data. Reserves attributable to non-producing and undeveloped
reserves included in our report are estimated by analogy. The estimates of the reserves, future production, and income
attributable to properties are prepared using the economic software package Aries for Windows, a copyrighted program of
Halliburton.

To estimate economically recoverable oil and natural gas reserves and related future net cash flows, we consider many
factors and assumptions including, but not limited to, the use of reservoir parameters derived from geological, geophysical and
engineering data which cannot be measured directly, economic criteria based on current costs and SEC pricing requirements,
and forecasts of future production rates. Under the SEC regulations 210.4-10(a)(22)(v) and (26), proved reserves must be
demonstrated to be economically producible based on existing economic conditions including the prices and costs at which
economic productivity from a reservoir is to be determined as of the effective date of the report. With respect to the property
interests we own, production and well tests from examined wells, normal direct costs of operating the wells or leases, other
costs such as transportation and/or processing fees, production taxes, recompletion and development costs and product prices
are based on the SEC regulations, geological maps, well logs, core analyses, and pressure measurements.

The reserve data set forth in the Cawley report represents only estimates, and should not be construed as being exact
quantities. They may or may not be actually recovered, and if recovered, the actual revenues and costs could be more or less
than the estimated amounts. Moreover, estimates of reserves may increase or decrease as a result of future operations.

Reservoir engineering is a subjective process of estimating underground accumulations of oil and natural gas that
cannot be measured in an exact manner. There are numerous uncertainties inherent in estimating oil and natural gas reserves
and their estimated values, including many factors beyond our control. The accuracy of any reserve estimate is a function of the
quality of available data and of engineering and geologic interpretation and judgment. As a result, estimates of different
engineers, including those used by us, may vary. In addition, estimates of reserves are subject to revision based upon actual
production, results of future development and exploration activities, prevailing oil and natural gas prices, operating costs and
other factors. The revisions may be material. Accordingly, reserve estimates are often different from the quantities of oil and
natural gas that are ultimately recovered and are highly dependent upon the accuracy of the assumptions upon which they are
based. Our estimated net proved reserves, included in our SEC filings, have not been filed with or included in reports to any
other federal agency. See “Item 1A. Risk Factors — Our estimated reserves are based on many assumptions that may prove to
be inaccurate. Any material inaccuracies in these reserve estimates or underlying assumptions will materially affect the
quantities and present value of our reserves.”
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Internal Controls Over Reserves Estimation Process

We utilize a third-party reservoir engineering firm as our independent reserves auditor for 100% of our reserves base.
In addition, we employ an internal reserve engineering department which is led by our Executive Vice President and Chief
Engineer, who is responsible for overseeing the preparation of our reserves estimates. Our executive internal reserve engineer
has a B.S. in petroleum engineering from Montana Tech, has over seventeen years of oil and gas experience on the reservoir
side, and has experience working for large independents on projects and acquisitions.

Our technical team meets with our independent third-party engineering firm to review properties and discuss
evaluation methods and assumptions used in the proved reserves estimates, in accordance with our prescribed internal control
procedures. Our internal controls over the reserves estimation process include verification of input data into our reserves
evaluation software as well as management review, such as, but not limited to the following:

e Comparison of historical expenses from the lease operating statements and workover authorizations for
expenditure to the operating costs input in our reserves database;

* Review of working interests and net revenue interests in our reserves database against our well ownership
system,;

*  Review of historical realized prices and differentials from index prices as compared to the differentials used in
our reserves database;

*  Review of updated capital costs prepared by our operations team;
*  Review of internal reserve estimates by well and by area by our internal reservoir engineer;

*  Discussion of material reserve variances among our internal reservoir engineer and our executive management;
and

*  Review of a preliminary copy of the reserve report by executive management.
Production, Price and Production Expense History

The price that we receive for the oil and natural gas we produce is largely a function of market supply and demand.
Demand is impacted by general economic conditions, weather and other seasonal conditions, including hurricanes and tropical
storms. Over or under supply of oil or natural gas can result in substantial price volatility. Oil supply in the United States has
grown dramatically over the past few years, and the supply of oil could impact oil prices in the United States if the supply
outstrips domestic demand. Historically, commodity prices have been volatile, and we expect that volatility to continue in the
future. A substantial or extended decline in oil or natural gas prices or poor drilling results could have a material adverse effect
on our financial position, results of operations, cash flows, quantities of oil and natural gas reserves that may be economically
produced and our ability to access capital markets.

The following table sets forth information regarding our oil and natural gas production, realized prices and production

costs for the periods indicated. For additional information on price calculations, please see information set forth in “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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Years Ended December 31,

2022 2021 2020

Net Production:

Oil (Bbl) 16,090,072 12,288,358 9,361,138

Natural Gas and NGLs (Mcf) 68,829,142 44,073,941 16,473,287

Total (Boe) 27,561,596 19,634,015 12,106,686

Oil (Bbl) per day 44,082 33,667 25,577

Mcf per day 188,573 120,751 45,009

Total (Boe) per day 75,511 53,792 33,078
Average Sales Prices:

Oil (per Bbl) $ 91.65 $ 6294 $ 32.61

Effect of Gain (Loss) on Settled Oil Derivatives on Average Price (per Bbl) (22.05) (10.17) 20.08

Oil Net of Settled Oil Derivatives (per Bbl) 69.60 52.77 52.69

Natural Gas and NGLs (per Mcf) 7.43 4.57 1.14

Effect of Gain (Loss) on Settled Natural Gas Derivatives on Average Price

(per Mcf) (1.60) (0.92) 0.02

Natural Gas and NGLs Net of Settled Natural Gas Derivatives (per Mcf) 5.83 3.65 1.16

Realized Price on a Boe Basis Excluding Settled Commodity Derivatives 72.05 49.66 26.77

Effect of Gain (Loss) on Settled Commodity Derivatives on Average Price

(per Boe) (16.52) (8.45) 15.55

Realized Price on a Boe Basis Including Settled Commodity Derivatives 55.53 41.21 42.32
Average Costs:

Production Expenses (per Boe) $ 9.46 $ 8.70 $ 9.61

Drilling and Development Activity
The following table sets forth the number of gross and net productive and non-productive wells drilled in the years

ended December 31, 2022, 2021 and 2020. The number of wells drilled refers to the number of wells completed at any time
during the fiscal year, regardless of when drilling was initiated.
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December 31,
2022 2021 2020
Gross Net Gross Net® Gross Net®

Exploratory Wells:

Oil — — — _ _ _
Natural Gas — — — — _ _
Non-Productive — — — — _ _

Development Wells:

Oil 550 55.9 354 33.6 285 17.8
Natural Gas 7 0.9 8 2.2 — —
Non-Productive — — — — — —

Total Productive Exploratory and
Development Wells 557 56.8 362 35.8 285 17.8

(" Net Well totals in 2022, 2021 and 2020 do not include an additional 66.4, 169.4 and 1.0 net wells, respectively, from
acquisitions which were already producing when acquired.

The following table summarizes our cumulative gross and net productive oil and natural gas wells by geographic area
within the United States at each of December 31, 2022, 2021 and 2020. Wells are classified as oil or natural gas wells
according to the predominant production stream. All of our wells in the Williston and Permian Basins are classified as oil
wells, although they also produce natural gas and condensate. All of our wells in the Appalachian Basin are classified as
natural gas wells.

December 31,

2022 2021 2020
Gross Net Gross Net Gross Net
Williston Basin 7,487 608.0 6,996 571.7 6,633 474.5
Permian Basin 818 92.8 83 11.6 7 0.6
Appalachian Basin 367 98.5 357 97.5 — =
Total 8,672 799.3 7,436 680.8 6,640 475.1

As of December 31, 2022, we had an additional 526 gross (55.4 net) wells in process, meaning wells that have been
spud and are in the process of drilling, completing or waiting on completion.

Leasehold Properties
As of December 31, 2022, our principal assets included approximately 258,970 net acres located in the United States.

The following table summarizes our estimated gross and net developed and undeveloped acreage by geographic area at
December 31, 2022.

Developed Acreage Undeveloped Acreage Total Acreage
Gross Net Gross Net Gross Net
Williston Basin 594,738 167,326 28,582 14,842 623,320 182,168
Permian Basin 27,673 14,070 2,046 3,546 29,719 17,616
Appalachian Basin 195,055 46,491 81,406 12,695 276,461 59,186
Total: 817,466 227,887 112,034 31,083 929,500 258,970

As of December 31, 2022, approximately 88% of our total acreage was developed. All of our proved reserves are
located in the United States.
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Recent Acquisitions

We generally assess acreage subject to near-term drilling activities on a lease-by-lease basis because we believe each
lease’s contribution to a subject spacing unit is best assessed on that basis if development timing is sufficiently clear.
Consistent with that approach, a significant portion of our acreage acquisitions involve properties that are selected by us on a
lease-by-lease basis for their participation in a well expected to be spud in the near future, and the subject leases are then
aggregated to complete one single closing with the transferor. As such, we generally view each acreage assignment from
brokers, landmen and other parties as involving several separate acquisitions combined into one closing with the common
transferor for convenience. However, in certain instances an acquisition may involve a larger number of leases presented by the
transferors as a single package without negotiation on a lease-by-lease basis. In those instances, we still review each lease on a
lease-by-lease basis to ensure that the package as a whole meets our acquisition criteria and drilling expectations. See Note 3
and Note 14 to our financial statements regarding our recent acquisition activity.

Acreage Expirations

As a non-operator, we are subject to lease expirations if an operator does not commence the development of operations
within the agreed terms of our leases. All of our leases for undeveloped acreage summarized in the table below will expire at
the end of their respective primary terms, unless we renew the existing leases, establish commercial production from the
acreage or some other “savings clause” is exercised. In addition, our leases typically provide that the lease does not expire at
the end of the primary term if drilling operations have been commenced. While we generally expect to establish production
from most of our acreage prior to expiration of the applicable lease terms, there can be no guarantee we can do so. The
approximate expiration of our net acres which are subject to expire between 2023 and 2027 and thereafter, are set forth below:

Acreage Subject to Expiration

Year Ended Gross Net
December 31, 2023 40,566 7,402
December 31, 2024 26,872 7,895
December 31, 2025 15,564 5,522
December 31, 2026 3,435 726
December 31, 2027 and thereafter 17,120 4,530
Total 103,557 26,075

During 2022, we had leases expire covering approximately 5,796 net acres. The 2022 lease expirations carried a cost
of $8.7 million. We believe that the expired acreage was not material to our capital deployed.

Unproved Properties

All properties that are not classified as proved properties are considered unproved properties and, thus, the costs
associated with such properties are not subject to depletion. Once a property is classified as proved, all associated acreage and
drilling costs are subject to depletion.

We assess all items classified as unproved property on an annual basis, or if certain circumstances exist, more
frequently, for possible impairment or reduction in value. The assessment includes consideration of the following factors,
among others: intent to drill, remaining lease term, geological and geophysical evaluations, drilling results and activity, the
assignment of proved reserves, and the economic viability of development if proved reserves are assigned. During any period
in which these factors indicate an impairment, the cumulative drilling costs incurred to date for such property and all or a
portion of the associated leasehold costs are transferred to the full cost pool and are then subject to depletion and amortization.

We believe that the majority of our unproved costs will become subject to depletion within the next five years by
proving up reserves relating to our acreage through exploration and development activities, by impairing the acreage that will
expire before we can explore or develop it further or by determining that further exploration and development activity will not
occur. The timing by which all other properties will become subject to depletion will be dependent upon the timing of future
drilling activities and delineation of our reserves.
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Depletion of Oil and Natural Gas Properties

Our depletion expense is driven by many factors including certain exploration costs involved in the development of
producing reserves, production levels and estimates of proved reserve quantities and future developmental costs. The following
table presents our depletion expenses during 2022, 2021 and 2020.

Years Ended December 31,

(In thousands, except per Boe data) 2022 2021 2020

Depletion of Oil and Natural Gas Properties $ 248,252 $ 138,759 § 160,643
9.01 7.07 13.27

Depletion Expense (per Boe)

Research and Development

We do not anticipate performing any significant research and development under our plan of operation.

Delivery Commitments

For our properties in the Appalachian Basin, we have contractually agreed to deliver firm quantities of natural gas to
certain third parties, which we seek to fulfill with production from existing reserves. In the event we are not able to meet these
firm commitments, we are subject to deficiency payments. As a non-operator, we have limited control over the drilling of new
wells and primarily rely on our third-party operating partners in this regard. The following table summarizes our total net

commitments as of December 31, 2022.

Commitment Volumes

(in Bcf)

2023 19.0
2024 18.4
2025 3.2
Total 40.6

Item 3. Legal Proceedings

Our company is subject from time to time to litigation claims and governmental and regulatory proceedings arising in

the ordinary course of business.

Item 4. Mine Safety Disclosures

None.
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PART II
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Market Information

Our common stock trades on the New York Stock Exchange under the symbol “NOG.” The closing price for our
common stock on February 23, 2023 was $31.80 per share.

Comparison Chart

The following information in this Item 5 of this Annual Report on Form 10-K is not deemed to be “soliciting material”
or to be “filed” with the SEC or subject to Regulation 14A or 14C under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”) or to the liabilities of Section 18 of the Exchange Act, and will not be deemed to be incorporated by reference
into any filing under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent we specifically
incorporate it by reference into such a filing.

The following graph compares the 60-month cumulative total stockholder return on our common stock since
December 31, 2017, and the cumulative total returns of Standard & Poor’s 500 Index and the NYSE Arca Oil Index (formerly
the AMEX Oil Index) for the same period. This graph tracks the performance of a $100 investment in our common stock and
in each index (including reinvestment of all dividends) from December 31, 2017 to December 31, 2022.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Northern Oil & Gas, Inc., the S&P 500 Index,
and NYSE Arca Qil Index

$250 -

$200 -

$50 -
$0 I 1 1 1 J
12/31/17 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22
—+&— Northern Oil & Gas, Inc. ---- S&P 500 — - - NYSE Arca Oil Index

*$100 invested on 12/31/17 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.

Copyright© 2023 Standard & Poor's, a division of S&P Global. All rights reserved.
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The following table sets forth the total returns utilized to generate the foregoing graph.

12/31/2017 12/31/2018 12/31/2019 12/31/2020 12/31/2021 12/31/2022

Northern Oil & Gas, Inc. 100.00 110.24 114.15 42.73 101.14 156.18
S&P 500 100.00 95.62 125.72 148.85 191.58 156.89
NYSE Arca Oil Index 100.00 97.8 116.53 80.41 104.29 146.8

The stock price performance included in this graph is not necessarily indicative of future stock price performance.
Holders

As of February 21, 2023, we had 85,273,377 shares of our common stock outstanding, held by approximately 191
stockholders of record. The number of record holders does not necessarily bear any relationship to the number of beneficial
owners of our common stock.

Recent Sales of Unregistered Securities

None, except to the extent previously included by the Company in a Quarterly Report on Form 10-Q or Current Report
on Form 8-K.

Dividend Policy

On May 6, 2021, our board of directors declared our first cash dividend on our common stock in the amount of $0.03
per share. The dividend was paid on July 30, 2021 to stockholders of record as of the close of business on June 30, 2021. Since
this time, our board of directors has declared and paid incrementally higher cash dividends each successive quarter. Most
recently, on February 6, 2023, our board of directors declared a cash dividend on our common stock in the amount of $0.34 per
share. The dividend is payable on April 28, 2023 to stockholders of record as of the close of business on March 30, 2023.

The decision to pay any future dividends is solely within the discretion of, and subject to approval by, our board of
directors. Our board of directors’ determination with respect to any such dividends, including the record date, the payment date
and the actual amount of the dividend, will depend upon our profitability and financial condition, contractual restrictions,
restrictions imposed by applicable law, and other factors that our board of directors deems relevant at the time of such
determination. Additionally, covenants contained in our Revolving Credit Facility and Senior Notes Indenture restrict the
payment of cash dividends on our common stock (see Note 4 to our financial statements).

Issuer Purchases of Equity Securities
The table below sets forth the information with respect to purchases made by or on behalf of the Company, or any

“affiliated purchaser” (as defined in Rule 10b-18(a)(3) under the Exchange Act), of our common stock during the quarter ended
December 31, 2022.

Total Number
of Shares Approximate
Purchased as Dollar Value of
Part of Publicly  Shares that May
Total Number Announced Yet be Purchased
of Shares Average Price Plans or Under the Plans or
Period Purchased(1) Paid Per Share Programs Programs(2)
October 1, 2022 to October 31, 2022 1,006,373 $ 29.81 1,006,373  § 98.5 million
November 1, 2022 to November 30, 2022 — — — 98.5 million
December 1, 2022 to December 31, 2022 96,805 31.01 96,805 95.5 million
Total 1,103,178 § 29.92 1,103,178  § 95.5 million
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" Any shares purchased outside of publicly announced plans or programs represent shares surrendered in satisfaction of tax

withholding obligations in connection with the vesting of restricted stock awards.

In May 2022, our board of directors approved and the Company promptly announced a stock repurchase program to
acquire up to $150 million of shares of our outstanding common stock. The stock repurchase program allows the Company
to repurchase its shares from time to time in the open market, block transactions and in negotiated transactions.

@

Item 6. [RESERVED]
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with our financial statements and accompanying notes to
financial statements appearing elsewhere in this report. See Item 7., “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” included in our Annual Report on Form 10-K for the year ended December 31, 2021,
which is incorporated herein by reference, for discussion and analysis of results of operations for the year ended December 31,
2020.

Executive Overview

Our primary strategy is to invest in non-operated minority working and mineral interests in oil and gas properties, with
a core area of focus in the premier basins within the United States. Using this strategy, we had participated in 8,672 gross
(799.3 net) producing wells as of December 31, 2022. As of December 31, 2022, we had leased approximately 258,970 net
acres, of which approximately 88% were developed and all were located in the United States.

Our average daily production for full year 2022 was 75,511 Boe per day, and in the fourth quarter of 2022 was 78,854
Boe per day (approximately 59% oil). This represented significant growth from 2021, which was driven in large part by our
substantial acquisition activity in 2021 and 2022, as described in Note 3 to our financial statements.

During 2022, we added 56.8 new net wells to production, plus an additional 66.4 net wells added from acquisitions
which were already producing when acquired. We ended 2022 with 55.4 net wells in process.

Our financial and operating performance for the year ended December 31, 2022 included the following:
*  Oil and natural gas sales of $1,985.8 million, a 104% increase compared to 2021
*  Cash flows from operations of $928.4 million, a 134% increase compared to 2021
*  Proved reserves of 330.8 MMBoe at year-end, a 15% increase compared to year-end 2021

*  Grew and diversified the business through over $955 million in substantial bolt-on acquisitions that closed
during 2022

»  Grew our quarterly common stock dividend from $0.08 per share for the fourth quarter of 2021 to $0.30 per
share for the fourth quarter of 2022

»  Expanded our stockholder return program by repurchasing and retiring $54.5 million of common stock, $57.5
million in liquidation value of our Series A Preferred Stock (as defined below), and $25.8 million in face
value of our Senior Notes

*  Simplified our balance sheet by exercising our right to force a mandatory conversion of all remaining shares
of our Series A Preferred Stock in November 2022

e Issued $500.0 million in aggregate principal amount of Convertible Notes (as defined below), and used the
net proceeds to reduce borrowings under our Revolving Credit Facility, fund acquisitions, and for other
general corporate purposes

Source of Our Revenues

We derive our revenues from the sale of oil, natural gas and NGLs produced from our properties. Revenues are a
function of the volume produced, the prevailing market price at the time of sale, oil quality, Btu content and transportation costs
to market. We use derivative instruments to hedge future sales prices on a substantial, but varying, portion of our oil and
natural gas production. We expect our derivative activities will help us achieve more predictable cash flows and reduce our
exposure to downward price fluctuations. The use of derivative instruments has in the past, and may in the future, prevent us
from realizing the full benefit of upward price movements but also mitigates the effects of declining price movements.
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Principal Components of Our Cost Structure

o Commodity price differentials. The price differential between our well head price for oil and the NYMEX WTI
benchmark price is primarily driven by the cost to transport oil via train, pipeline or truck to refineries. The price
differential between our well head price for natural gas and NGLs and the NYMEX Henry Hub benchmark price is
primarily driven by gathering and transportation costs.

*  Gain (loss) on commodity derivatives, net. We utilize commodity derivative financial instruments to reduce our
exposure to fluctuations in the prices of oil and gas. Gain (loss) on commodity derivatives, net is comprised of (i)
cash gains and losses we recognize on settled commodity derivatives during the period, and (ii) non-cash mark-to-
market gains and losses we incur on commodity derivative instruments outstanding at period-end.

*  Production expenses. Production expenses are daily costs incurred to bring oil and natural gas out of the ground and
to the market, together with the daily costs incurred to maintain our producing properties. Such costs also include
field personnel compensation, salt water disposal, utilities, maintenance, repairs and servicing expenses related to
our oil and natural gas properties.

*  Production taxes. Production taxes are paid on produced oil and natural gas based on a percentage of revenues from
products sold at market prices (not hedged prices) or at fixed rates established by federal, state or local taxing
authorities. We seek to take full advantage of all credits and exemptions in our various taxing jurisdictions. In
general, the production taxes we pay correlate to the changes in oil and natural gas revenues.

*  Depreciation, depletion, amortization and accretion. Depreciation, depletion, amortization and accretion includes
the systematic expensing of the capitalized costs incurred to acquire, explore and develop oil and natural gas
properties. As a full cost company, we capitalize all costs associated with our development and acquisition efforts
and allocate these costs to each unit of production using the units-of-production method. Accretion expense relates
to the passage of time of our asset retirement obligations.

e General and administrative expenses. General and administrative expenses include overhead, including payroll and
benefits for our corporate staff, costs of maintaining our headquarters, costs of managing our acquisition and
development operations, franchise taxes, audit and other professional fees and legal compliance.

»  Interest expense. We finance a portion of our working capital requirements, capital expenditures and acquisitions
with borrowings. As a result, we incur interest expense that is affected by both fluctuations in interest rates and our
financing decisions. We capitalize a portion of the interest paid on applicable borrowings into our unproved cost
pool. We include interest expense that is not capitalized into the full cost pool, the amortization of deferred
financing costs and bond premiums (including origination and amendment fees), commitment fees and annual
agency fees as interest expense.

e Impairment expense. Under the full cost method of accounting, the Company is required to perform a ceiling test
each quarter. The test determines a limit, or ceiling, on the book value of the proved oil and gas properties. If the
net book value, including related deferred taxes, exceeds the ceiling, a non-cash impairment expense is required.

e Income tax expense. Our provision for taxes includes both federal and state taxes. We record our federal income
taxes in accordance with accounting for income taxes under GAAP which results in the recognition of deferred tax
assets and liabilities for the expected future tax consequences of temporary differences between the book carrying
amounts and the tax basis of assets and liabilities. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences and carryforwards are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date. A valuation allowance is established to reduce
deferred tax assets if it is more likely than not that the related tax benefits will not be realized.

Selected Factors That Affect Our Operating Results
Our revenues, cash flows from operations and future growth depend substantially upon:
» the timing and success of drilling and production activities by our operating partners;

* the prices and the supply and demand for oil, natural gas and NGLs;
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« the quantity of oil and natural gas production from the wells in which we participate;

*  changes in the fair value of the derivative instruments we use to reduce our exposure to fluctuations in
commodity prices;

*  our ability to continue to identify and acquire high-quality acreage and drilling opportunities; and
*  the level of our operating expenses.

In addition to the factors that affect companies in our industry generally, the location of substantially all of our acreage
and wells in the Williston, Permian and Appalachian Basins subjects our operating results to factors specific to these regions.
These factors include the potential adverse impact of weather on drilling, production and transportation activities, particularly
during the winter and spring months, as well as infrastructure limitations, transportation capacity, regulatory matters and other
factors that may specifically affect one or more of these regions.

The price at which our oil production is sold typically reflects a discount to the NYMEX benchmark price. The price
at which our natural gas production is sold may reflect either a discount or premium to the NYMEX benchmark price. Thus,
our operating results are also affected by changes in the price differentials between the applicable benchmark and the sales
prices we receive for our production. Our oil price differential to the NYMEX benchmark price during 2022 was $2.73 per
barrel, as compared to $5.15 per barrel in 2021. Our net realized gas price during 2022 was $7.43 per Mcf, representing 113%
realization relative to average Henry Hub pricing, compared to a net realized gas price of $4.57 per Mcf during 2021, which
represented 119% realization relative to average Henry Hub pricing. Fluctuations in our oil and gas price realizations are due to
several factors such as pricing by basin, gathering and transportation costs, transportation method, takeaway capacity relative to
production levels, regional storage capacity, seasonal refinery maintenance temporarily depressing demand, and in the case of
gas realizations, the price of NGLs.

Another significant factor affecting our operating results is drilling costs. The cost of drilling wells can vary
significantly, driven in part by volatility in commodity prices that can substantially impact the level of drilling activity.
Generally, higher oil prices have led to increased drilling activity, with the increased demand for drilling and completion
services driving these costs higher. Lower oil prices have generally had the opposite effect. In addition, individual components
of the cost can vary depending on numerous factors such as the length of the horizontal lateral, the number of fracture
stimulation stages, and the type and amount of proppant. During 2022, the weighted average gross authorization for
expenditure (or AFE) cost for wells we elected to participate in was $8.0 million, compared to $6.9 million for the wells we
elected to participate in during 2021.

Certain drilling and completion costs and costs of oilfield services, equipment, and materials decreased in 2020 as
service providers reduced their costs in response to reduced demand arising from historically low crude oil prices. However,
inflationary pressures returned in 2021 and have continued to persist in conjunction with the significant increase in commodity
prices since that time, labor shortages, and other factors. Additionally, supply chain disruptions stemming from the COVID-19
pandemic have led to shortages of certain materials and equipment and resulting increases in material and labor costs. Our
capital spending budget for 2023 includes an estimate for the impact of cost inflation and, despite inflationary pressures, we
expect to continue generating significant amounts of free cash flow at current commodity price levels.

Market Conditions

The price that we receive for the oil and natural gas we produce is largely a function of market supply and demand.
Because our oil and gas revenues are heavily weighted toward oil, we are more significantly impacted by changes in oil prices
than by changes in the price of natural gas. World-wide supply in terms of output, especially production from properties within
the United States, the production quota set by OPEC, and the strength of the U.S. dollar can significantly impact oil prices.
Historically, commodity prices have been volatile and we expect the volatility to continue in the future. Factors impacting the
future oil supply balance are world-wide demand for oil, as well as the growth in domestic oil production.

Prices for various quantities of natural gas, NGLs and oil that we produce significantly impact our revenues and cash

flows. The following table lists average NYMEX prices for oil and natural gas for the years ended December 31, 2022 and
2021.
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December 31,

2022 2021
Average NYMEX Prices"
Oil (per Bbl) $ 9438 $ 68.09
Natural Gas (per Mcf) 6.56 3.84

()" Based on average NYMEX closing prices.

For 2022, the average NYMEX pricing was $94.38 per barrel of oil, or 39% higher than in 2021. Our average realized
oil price before reflecting settled oil derivatives was $91.65 per barrel of oil in 2022. Our average realized oil price after
reflecting settled oil derivatives was $69.60 per barrel of oil in 2022, or 32% higher than in 2021, due to the higher average
NYMEX price and a lower oil price differential, partially offset by a larger loss on settled oil derivatives in 2022 compared to
2021.

For 2022, the average NYMEX pricing for natural gas was $6.56 per Mcf, or 71% higher than in 2021. Our average
realized natural gas price before reflecting settled natural gas derivatives was $7.43 per Mcf in 2022. Our average realized
natural gas price after reflecting settled natural gas derivatives was $5.83 per Mcf in 2022, or 60% higher than in 2021, due to
the higher average NYMEX price, partially offset by lower realizations and a larger loss on settled natural gas derivatives in
2022 compared to 2021.

We have entered into derivatives contracts to hedge commodity price risk on a portion of our future expected oil and
natural gas production. For a summary as of December 31, 2022, of our open commodity price derivative contracts for future
periods, see “Quantitative and Qualitative Disclosures about Market Risk—Commodity Price Risk” in Item 7A below. See also
Note 12 to our financial statements.
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Results of Operations for 2022 and 2021

The following table sets forth selected operating data for the periods indicated. Production volumes and average sales

prices are derived from accrued accounting data for the relevant period indicated.

Net Production:
Oil (Bbl)
Natural Gas and NGLs (Mcf)
Total (Boe)

Net Sales (in thousands):
Oil Sales
Natural Gas and NGL Sales
Gain (Loss) on Settled Commodity Derivatives
Gain (Loss) on Unsettled Commodity Derivatives

Total Revenues

Average Sales Prices:
Oil (per Bbl)

Effect of Gain (Loss) on Settled Oil Derivatives on Average Price (per Bbl)

Oil Net of Settled Oil Derivatives (per Bbl)

Natural Gas and NGLs (per Mcf)

Effect of Gain (Loss) on Settled Natural Gas Derivatives on Average Price (per

Mcf)

Natural Gas and NGLs Net of Settled Natural Gas Derivatives (per Mcf)

Realized Price on a Boe Basis Excluding Settled Commodity Derivatives

Effect of Gain (Loss) on Settled Commodity Derivatives on Average Price (per

Boe)

Realized Price on a Boe Basis Including Settled Commodity Derivatives

Operating Expenses (in thousands):
Production Expenses
Production Taxes
General and Administrative Expenses

Depletion, Depreciation, Amortization and Accretion

Costs and Expenses (per Boe):
Production Expenses
Production Taxes
General and Administrative Expenses

Depletion, Depreciation, Amortization and Accretion

Net Producing Wells at Period-End
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Years Ended December 31,

2022 2021
16,090,072 12,288,358
68,829,142 44,073,941
27,561,596 19,634,015
1,474,610 $ 773,474
511,188 201,619
(455,450) (165,823)
40,187 (312,370)
1,570,535 496,899
91.65 $ 62.94
(22.05) (10.17)
69.60 52.77
7.43 4.57
(1.60) (0.92)
5.83 3.65
72.05 49.66
(16.52) (8.45)
55.53 41.21
260,676 $ 170,817
158,194 76,954
47,200 30,341
251,272 140,828
946 $ 8.70
5.74 3.92

1.71 1.55

9.12 7.17
799.3 630.8



Oil and Natural Gas Sales

Our revenues vary from year to year primarily as a result of changes in realized commodity prices and production
volumes. In 2022, our oil, natural gas and NGL sales, excluding the effect of settled commodity derivatives, increased 104%
from 2021, driven by a 40% increase in production volumes and a 45% increase in realized prices, excluding the effect of
settled commodity derivatives. The higher average realized price in 2022 as compared to 2021 was driven by higher average
NYMEX oil and natural gas prices, and a lower average oil price differential, partially offset by lower average natural gas
realizations in 2022 as compared to 2021. Oil price differential during 2022 averaged $2.73 per barrel, as compared to $5.15
per barrel in 2021.

We add production through drilling success as we place new wells into production and through additions from
acquisitions, which is offset by the natural decline of our oil and natural gas production from existing wells. Our substantial
acquisition activities in 2021 and 2022 (see Note 3 to our financial statements) helped drive the 40% increase in production
levels in 2022 as compared to 2021. In addition, the number of net wells we added to production (excluding acquisitions)
increased by 59% in 2022 as compared to 2021, due to our growing organic acreage footprint and increased development on
our properties.

Our production for the last two years is set forth in the following table:

Year Ended December 31,
2022 2021

Production:

Oil (Bbl) 16,090,072 12,288,358

Natural Gas and NGL (Mcf) 68,829,142 44,073,941

Total (Boe)" 27,561,596 19,634,015
Average Daily Production:

Oil (Bbl) 44,082 33,667

Natural Gas and NGL (Mcf) 188,573 120,751

Total (Boe) 75,511 53,792

) Natural gas and NGLs are converted to Boe at the rate of one barrel equals six Mcf based upon the approximate relative

energy content of oil and natural gas, which is not necessarily indicative of the relationship of oil and natural gas prices.
Commodity Derivative Instruments

We enter into commodity derivative instruments to manage the price risk attributable to future oil and natural gas
production. Our gain (loss) on commodity derivatives, net was a loss of $415.3 million in 2022, compared to a loss of $478.2
million in 2021. Gain (loss) on commodity derivatives, net is comprised of (i) cash gains and losses we recognize on settled
commodity derivative instruments during the period, and (ii) unsettled gains and losses we incur on commodity derivative
instruments outstanding at period-end.

For 2022, we realized a loss on settled commodity derivatives of $455.4 million, compared to a $165.8 million loss in
2021. The percentage of oil production hedged under our derivative contracts was 68% and 73% in 2022 and 2021,
respectively. The weighted average oil price on our settled commodity derivative contracts in 2022 and 2021 was $62.52 and
$55.56, respectively. Our average realized price (including all commodity derivative cash settlements) in 2022 was $55.53 per
Boe compared to $41.21 per Boe in 2021. The gain (loss) on settled commodity derivatives decreased our average realized
price per Boe by $16.52 in 2022, and decreased our average realized price per Boe by $8.45 in 2021.

Unsettled commodity derivative gains and losses was a gain of $40.2 million in 2022 compared to a loss of $312.4
million in 2021. Our derivatives are not designated for hedge accounting and are accounted for using the mark-to-market
accounting method whereby gains and losses from changes in the fair value of derivative instruments are recognized
immediately into earnings. Mark-to-market accounting treatment creates volatility in our revenues as gains and losses from
unsettled derivatives are included in total revenues and are not included in accumulated other comprehensive income in the
accompanying balance sheets. As commodity prices increase or decrease, such changes will have an opposite effect on the
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mark-to-market value of our commodity derivatives. Any gains on our unsettled commodity derivatives are expected to be
offset by lower wellhead revenues in the future, while any losses are expected to be offset by higher future wellhead revenues
based on the value at the settlement date. At December 31, 2022, all of our derivative contracts are recorded at their fair value,
which was a net liability of $236.5 million, a change of $41.2 million from the $277.7 million net liability recorded as of
December 31, 2021. The decrease in the net liability at December 31, 2022 as compared to December 31, 2021 was primarily
due to changes in forward commodity prices relative to prices on our open commodity derivative contracts since December 31,
2021. Our open commodity derivative contracts are summarized in “Item 7A. Quantitative and Qualitative Disclosures about
Market Risk—Commodity Price Risk.”

Production Expenses

Production expenses were $260.7 million in 2022 compared to $170.8 million in 2021. On a per unit basis, production
expenses increased 9%, from $8.70 per Boe in 2021 to $9.46 per Boe in 2022, due to higher processing costs due in part to
elevated NGL pricing, which drives increased payments under percentage of proceeds contracts. Additionally, higher service
and maintenance costs have contributed to an increase in production expense. On an absolute dollar basis, the 53% increase in
our production expenses in 2022 compared to 2021 was primarily due to a 40% increase in production volumes and a 9%
increase in per unit costs.

Production Taxes

We pay production taxes based on realized oil and natural gas sales. Production taxes were $158.2 million in 2022
compared to $77.0 million in 2021. The increase is due to higher production and higher realized prices, which significantly
increased our oil and natural gas sales in 2022 as compared to 2021. As a percentage of oil and natural gas sales, our production
taxes were 8.0% and 7.9% in 2022 and 2021, respectively. The fluctuation in our average production tax rate from year to year
is primarily due to changes in our oil sales as a percentage of our total oil and gas sales, as well as the mix of our production by
basin. Oil sales are taxed at a higher rate than natural gas sales.

General and Administrative Expenses

General and administrative expenses were $47.2 million for 2022 compared to $30.3 million for 2021. The increase in
2022 compared to 2021 was primarily due to an $8.4 million increase in acquisition costs, a $5.4 million increase in
compensation costs and a $1.5 million increase in professional fees.

Depletion, Depreciation, Amortization and Accretion

Depletion, depreciation, amortization and accretion (“DD&A”) was $251.3 million in 2022 compared to $140.8
million in 2021. The aggregate increase in DD&A expense for 2022 compared to 2021 was driven by a 40% increase in
production levels and a 27% increase in the depletion rate per Boe. Depletion expense, the largest component of DD&A, was
$9.01 per Boe in 2022 compared to $7.07 per Boe in 2021. The following table summarizes DD&A expense per Boe for 2022
and 2021 :

Year Ended December 31,
2022 2021 Change Change
Depletion $ 9.01 $ 707 $§ 194 27 %
Depreciation, Amortization, and Accretion 0.11 0.10 0.01 10 %
Total DD&A expense $ 912 § 7.7 $§ 195 27 %

Impairment of Oil and Natural Gas Properties

We did not record any impairment of our proved oil and gas properties in 2022 or 2021.

Depending on future commodity price levels, the trailing twelve-month average price used in the ceiling calculation
may decline, which could cause additional future write downs of our oil and natural gas properties. In addition to commodity

prices, our production rates, levels of proved reserves, future development costs, transfers of unevaluated properties and other
factors will determine our actual ceiling test calculation and impairment analysis in future periods.
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Interest Expense

Interest expense, net of capitalized interest, was $80.3 million in 2022 compared to $59.0 million in 2021. The
increase in interest expense for 2022 as compared to 2021 was primarily due to higher levels of debt and higher weighted-
average interest rates associated with our Revolving Credit Facility in 2022 compared to 2021.

Gain (Loss) on the Extinguishment of Debt

As a result of refinancing transactions during 2022 (see Note 4 to our financial statements), we recorded a gain on the
extinguishment of debt of $0.8 million for the year ended December 31, 2022, based on the differences between the
reacquisition costs of retiring the applicable debt and the net carrying values thereof. During 2021, we recorded a loss on
extinguishment of debt of $13.1 million as a result of refinancing transactions, based on the differences between the
reacquisition costs of retiring the applicable debt and the net carrying values thereof.

Contingent Consideration Gain (Loss)

We have incurred contingent consideration liabilities in connection with certain acquisitions of oil and gas properties.
During the years ended December 31, 2022 and 2021, we recorded a contingent consideration gain of $1.9 million compared to
a loss of $0.3 million, respectively, due to the change in the fair value of these liabilities. As of December 31, 2022, there were
$10.1 million of remaining outstanding contingent consideration liabilities.

Income Tax Expense (Benefit)

We recognized income tax expense (benefit) of $3.1 million and $0.2 million in 2022 and 2021, respectively. In 2022
and 2021, we recorded income tax expense as a result of state income tax requirements related to our Permian and Appalachian
Basin properties.

We intend to continue maintaining a full valuation allowance on our deferred tax assets until there is sufficient
evidence to support the reversal of all or some portion of these allowances. Release of any portion of the valuation allowance
would result in the recognition of certain deferred tax assets and a decrease to income tax expense for the period the release is
recorded. It is reasonably possible that sufficient positive evidence will exist within the next 12 months to release our current
valuation allowance position, which would be indicative of our ability to utilize deferred tax assets in the future. The exact
timing and amount of the valuation allowance release are subject to change based on the evaluation of all evidence and actual
results, including, but not limited to, the level of profitability that we are forecasted to achieve in future periods. For further
discussion of our valuation allowance, see Note 10 to our financial statements.

Liquidity and Capital Resources
Overview

Our main sources of liquidity and capital resources as of the date of this report have been internally generated cash
flow from operations, proceeds from equity and debt financings, credit facility borrowings, and cash settlements of commodity
derivative instruments. Our primary uses of capital have been for the acquisition and development of our oil and natural gas
properties and cash settlements of commodity derivative instruments. We continually monitor potential capital sources for
opportunities to enhance liquidity or otherwise improve our financial position.

During 2022, we repurchased and retired (i) 575,000 shares of our 6.500% Series A Perpetual Cumulative Convertible
Preferred Stock (the “Series A Preferred Stock™) for total consideration of $81.2 million, (ii) 1,909,097 shares of our common
stock for total consideration of $54.5 million and (iii) $25.8 million aggregate principal amount of our Senior Notes for total
consideration of $24.9 million, plus accrued interest.

In October 2022, we issued $500.0 million in aggregate principal amount of the Convertible Notes, the proceeds of
which were used to reduce borrowings under our Revolving Credit Facility, fund acquisitions, and for other general corporate
purposes.

We completed over $955.3 million in substantial bolt-on acquisitions that closed during 2022 (see Note 3 to our

financial statements). In addition, in January 2023 we completed an additional $320.0 million acquisition (the “MPDC
Acquisition”) that was originally signed and announced during October 2022 (see Note 14 to our financial statements).
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As of December 31, 2022, we had outstanding debt consisting of $319.0 million of borrowings under our Revolving
Credit Facility, $724.2 million aggregate principal amount of our Senior Notes, and $500.0 million aggregate principal amount
of our Convertible Notes. We had total liquidity of $683.5 million as of December 31, 2022, consisting of $681.0 million of
committed borrowing availability under the Revolving Credit Facility and $2.5 million of cash on hand.

One of the primary sources of variability in our cash flows from operating activities is commodity price volatility. Oil
accounted for 74% and 79% of our total oil and gas sales in 2022 and 2021, respectively. As a result, our operating cash flows
are more sensitive to fluctuations in oil prices than they are to fluctuations in natural gas and NGL prices. We seek to maintain
a robust hedging program to mitigate volatility in commodity prices with respect to a portion of our expected production. For
the years ended 2022 and 2021, we hedged approximately 68% and 73% of our crude oil production, respectively. For a
summary as of December 31, 2022, of our open commodity swap contracts for future periods, see “Item 7A. Quantitative and
Qualitative Disclosures about Market Risk” below.

With our cash on hand, cash flow from operations, and borrowing capacity under our Revolving Credit Facility, we
believe that we will have sufficient cash flow and liquidity to fund our budgeted capital expenditures and operating expenses
for at least the next twelve months. However, we may seek additional access to capital and liquidity. We cannot assure you,
however, that any additional capital will be available to us on favorable terms or at all.

Our recent capital commitments have been to fund acquisitions and development of oil and natural gas properties. We
expect to fund our near-term capital requirements and working capital needs with cash flows from operations and available
borrowing capacity under our Revolving Credit Facility. Our capital expenditures could be curtailed if our cash flows decline
from expected levels. Because production from existing oil and natural gas wells declines over time, reductions of capital
expenditures used to drill and complete new oil and natural gas wells would likely result in lower levels of oil and natural gas
production in the future.

Working Capital

Our working capital balance fluctuates as a result of changes in commodity pricing and production volumes,
collection of receivables, expenditures related to our development and production operations and the impact of our outstanding
derivative instruments. At December 31, 2022, we had a working capital deficit of $24.5 million, compared to a deficit of
$112.2 million at December 31, 2021. Current assets increased by $105.2 million and current liabilities increased by $17.4
million at December 31, 2022, compared to December 31, 2021.

The $105.2 million increase in current assets in 2022 as compared to 2021 was driven by a $77.8 million increase in
accounts receivable, primarily due to higher production levels and higher commodity prices, and a $32.8 million increase in
derivative instruments due to the change in fair value as a result of commodity price changes. These increases were partially
offset by a $7.0 million decrease in our cash and cash equivalents balance.

The $17.4 million increase in current liabilities in 2022 as compared to 2021 was driven by a $79.3 million increase
in accounts payable and accrued expenses, primarily as a result of increased development activity, a $10.1 million increase in
contingent consideration liabilities related to our acquisition activities (see Note 3 to our financial statements), and a $3.8
million increase in accrued interest. These increases were partially offset by a $75.9 million decrease in our derivative
instruments as a result of commodity price changes.

Cash Flows

Cash flows from operations are primarily affected by production volumes and commodity prices, net of the effects of
settlements of our derivative contracts, and by changes in working capital. Any interim cash needs are funded by cash on hand,
cash flows from operations or borrowings under our Revolving Credit Facility. We typically enter into commodity derivative
transactions covering a substantial, but varying, portion of our anticipated future oil and gas production for the next 12 to 24

months. See “Item 7A. Quantitative and Qualitative Disclosures about Market Risk.”

Our cash flows for the years ended December 31, 2022 and 2021 are presented below:
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Year Ended December 31,

(In thousands) 2022 2021

Net Cash Provided by Operating Activities $ 928,418 $ 396,467
Net Cash Used for Investing Activities (1,402,777) (634,434)
Net Cash Provided by Financing Activities 467,367 246,059
Net Change in Cash $ (6,992) $ 8,092

Cash Flows from Operating Activities

Net cash provided by operating activities in 2022 was $928.4 million, compared to $396.5 million in 2021. This
increase was driven by a 40% year-over-year increase in production levels and a 35% increase in realized prices (including the
effect of settled derivatives). Net cash provided by operating activities is also affected by working capital changes or the timing
of cash receipts and disbursements. Changes in working capital and other items (as reflected in our statements of cash flows) in
the year ended December 31, 2022 was a deficit of $62.4 million compared to a deficit of $85.8 million in 2021.

Cash Flows from Investing Activities

We had cash flows used in investing activities of $1,402.8 million and $634.4 million during the years ended
December 31, 2022 and 2021, respectively, primarily as a result of our capital expenditures for drilling, development and
acquisition costs. The year-over-year increase in cash used in investing activities in 2022 was attributable to our 2022
acquisitions. In addition, cash flows used in investing activities included a $43.0 million acquisition deposit for our MPDC
Acquisition that was pending at year-end 2022. During 2022 and 2021, we added 56.8 and 35.8 net wells to production,
respectively, in each case excluding already producing wells from acquisitions.

Our cash flows used in investing activities reflects actual cash spending, which can lag several months from when the
related costs were incurred. As a result, our actual cash spending is not always reflective of current levels of development
activity. For instance, during the year ended December 31, 2022, our capitalized costs incurred, excluding non-cash
consideration, for oil and natural gas properties (e.g. drilling and completion costs, acquisitions, and other capital expenditures)
amounted to $1,474.5 million, while the actual cash spend in this regard amounted to $1,355.2 million.

Development and acquisition activities are discretionary. We monitor our capital expenditures on a regular basis,
adjusting the amount up or down, and between projects, depending on projected commodity prices, cash flows and returns. Our
cash spend for development and acquisition activities for the years ended December 31, 2022 and 2021 are summarized in the
following table:

Year Ended December 31,
(In millions) 2022 2021
Drilling and Development Capital Expenditures $ 3925 $ 180.8
Acquisition of Oil and Natural Gas Properties $ 958.8 410.4
Other Capital Expenditures $ 4.0 2.0
Total $ 1,3552  $ 593.2

Cash Flows from Financing Activities

Net cash provided by financing activities was $467.4 million and $246.1 million for the years ended December 31,
2022 and 2021, respectively. The cash provided by financing activities in 2022 was primarily related to $264.0 million of net
advances under our Revolving Credit Facility and issuance of Convertible Notes of $483.0 million, which was partially offset
by $81.2 million in repurchases of Series A Preferred Stock, $54.5 million in repurchases of common stock, $24.9 million in
repurchases of our Senior Notes, and $36.1 million of capped call purchases related to the issuance of our Convertible Notes.
Additionally, we paid common and preferred stock dividends of $51.6 million and $21.7 million, respectively, and spent $7.4
million in fees in connection with debt financing transactions in 2022.

The cash provided by financing activities in 2021 was primarily related to $763.5 million of net proceeds for our
offering of Unsecured Senior Notes due 2028 and $438.1 million of net proceeds from our offerings of common stock, which
was partially offset by the retirement of our 8.500% senior secured second lien notes due 2023 of $295.9 million, retirement of
our 6% senior unsecured promissory note due 2022 of $130.0 million, and net repayments under our Revolving Credit Facility
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of $477.0 million. Additionally, we paid common and preferred stock dividends of $4.9 million and $29.2 million, respectively,
and spent $17.6 million in fees in connection with debt financing transactions in 2021.

Revolving Credit Facility

We have entered into a revolving credit facility with Wells Fargo Bank, as administrative agent, and the lenders from
time to time party thereto (the “Revolving Credit Facility”). The Revolving Credit Facility is subject to a borrowing base with
maximum loan value to be assigned to the proved reserves attributable to our oil and gas properties. As of December 31, 2022,
the Revolving Credit Facility had a borrowing base of $1.6 billion and an elected commitment amount of $1.0 billion, and we
had $319.0 million in borrowings outstanding under the facility, leaving $681.0 million in available committed borrowing
capacity. See Note 4 to our financial statements for further details regarding the Revolving Credit Facility.

Senior Notes

As of December 31, 2022, we had outstanding $724.2 million aggregate principal amount of our 8.125% senior notes
due 2028 (the “Senior Notes™). See Note 4 to our financial statements for further details regarding the Senior Notes.

Convertible Notes

As of December 31, 2022, we had outstanding $500.0 million aggregate principal amount of our Convertible Notes.
See Note 4 to our financial statements for further details regarding the Convertible Notes.

Series A Preferred Stock

In November 2022, we exercised in full our mandatory conversion rights on the Series A Preferred Stock. All
outstanding shares of Series A Preferred Stock automatically converted into shares of common stock on November 15, 2022.
As of December 31, 2022, we had no outstanding shares of Series A Preferred Stock. See Note 5 to our financial statements for
further details regarding the Series A Preferred Stock and the mandatory conversion.

Known Contractual and Other Obligations; Planned Capital Expenditures

Contractual and Other Obligations. We have contractual commitments under our debt agreements, including interest
payments and principal repayments. See Note 4 to our financial statements. We have contractual commitments that may
require us to make payments upon future settlement of our commodity derivative contracts. See Note 12 to our financial
statements. We have firm commitments on certain assets that we assumed in our April 2021 acquisition of natural gas
properties in the Appalachian Basin. See “Item 2—Properties—Delivery Commitments” above. We have future obligations
related to the abandonment of our oil and natural gas properties. See Note 9 to our financial statements. With respect to all of
these items, except for our commitments under our debt agreements, we cannot determine with accuracy the amount and/or
timing of such payments.

Planned Capital Expenditures. For 2023, we are budgeting approximately $737 to $778 million in total planned capital
expenditures, including development expenditures and our smaller day-to-day acquisition activity, which we refer to as our
“ground game” acquisition activity. As of December 31, 2022, we had incurred $163.1 million in capital expenditures that
were included in accounts payable, and we estimate that we were committed to an additional approximately $468.4 million in
development capital expenditures not yet incurred for wells we had elected to participate in. We expect to fund planned capital
expenditures with cash generated from operations and, if required, borrowings under our Revolving Credit Facility. The
foregoing excludes larger acquisitions, which are typically not included in our annual capital expenditure budget. For example,
our MPDC Acquisition was pending as of December 31, 2022, and subsequently closed in January 2023 (see Note 14 to our
financial statements). See also “Capital Requirements” below.

Capital Stock and Debt Security Repurchases. In May 2022, the Company’s board of directors approved a stock
repurchase program to acquire up to $150.0 million of the Company’s outstanding common stock. The stock repurchase
program allows the Company to repurchase its shares from time to time in the open market, block transactions and in negotiated
transactions. During the year ended December 31, 2022 the Company repurchased 1,909,097 shares of its common stock under
the stock repurchase program at a total cost of $54.5 million. During the year ended December 31, 2022, the Company also
repurchased and retired $25.8 million in aggregate principal amount of the Senior Notes in open market transactions for a total
of $24.9 million in cash, plus accrued interest. The Company may in the future engage in similar transactions.
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The amount, timing and allocation of capital expenditures are largely discretionary and subject to change based on a
variety of factors. If oil, NGL and natural gas prices decline below our acceptable levels, or costs increase above our acceptable
levels, we may choose to defer a portion of our budgeted capital expenditures until later periods to achieve the desired balance
between sources and uses of liquidity and prioritize capital projects that we believe have the highest expected returns and
potential to generate near-term cash flow. We may also increase our capital expenditures significantly to take advantage of
opportunities we consider to be attractive. We will carefully monitor and may adjust our projected capital expenditures in
response to success or lack of success in drilling activities, changes in prices, availability of financing and joint venture
opportunities, drilling and acquisition costs, industry conditions, the timing of regulatory approvals, the availability of rigs,
fluctuations in service costs, contractual obligations, internally generated cash flow and other factors both within and outside
our control. For additional information on the impact of changing prices and market conditions on our financial position, see
“Item 7A. Quantitative and Qualitative Disclosures About Market Risk.”

Capital Requirements

Development and acquisition activities are discretionary, and, for the near term, we expect such activities to be
maintained at levels we can fund through cash on hand, internal cash flow and borrowings under our Revolving Credit Facility.
To the extent capital requirements exceed internal cash flow and borrowing capacity under our Revolving Credit Facility,
additional financings from the capital markets may be pursued to fund these requirements. We monitor our capital expenditures
on a regular basis, adjusting the amount up or down and also between our projects, depending on commodity prices, cash flow
and projected returns. Also, our obligations may change due to acquisitions, divestitures and continued growth. Our future
success in growing proved reserves and production may be dependent on our ability to access outside sources of capital. If
internally generated cash flow and borrowing capacity is not available under our Revolving Credit Facility, we may issue
additional equity or debt to fund capital expenditures, make acquisitions, extend maturities or to repay debt.

Satisfaction of Our Cash Obligations for the Next Twelve Months

With our revolving credit agreement and our cash flows from operations, we believe we will have sufficient capital to
meet our drilling commitments, expected general and administrative expenses and other cash needs for the next twelve months
and, based on current expectations, for the foreseeable future. Nonetheless, any strategic acquisition of assets or increase in
drilling activity may lead us to seek additional capital. We may also choose to seek additional capital rather than utilize our
credit facility or other debt instruments to fund accelerated or continued drilling at the discretion of management and depending
on prevailing market conditions. We will evaluate any potential opportunities for acquisitions as they arise. However, there
can be no assurance that any additional capital will be available to us on favorable terms or at all.

Effects of Inflation and Pricing

The oil and natural gas industry is very cyclical and the demand for goods and services of oil field companies,
suppliers and others associated with the industry put extreme pressure on the economic stability and pricing structure within the
industry. Typically, as prices for oil and natural gas increase, so do all associated costs. Conversely, in a period of declining
prices, associated cost declines are likely to lag and may not adjust downward in proportion. Material changes in prices also
impact our current revenue stream, estimates of future reserves, borrowing base calculations of bank loans, impairment
assessments of oil and natural gas properties, and values of properties in purchase and sale transactions. Material changes in
prices can impact the value of oil and natural gas companies and their ability to raise capital, borrow money and retain
personnel. Higher prices for oil and natural gas have resulted in increases in the costs of materials, services and personnel, and
we are budgeting for a 5-10% increase in drilling and completion and other associated costs in 2023 compared to 2022.

Critical Accounting Estimates

The establishment and consistent application of accounting policies is a vital component of accurately and fairly
presenting our financial statements in accordance with generally accepted accounting principles in the United States (GAAP),
as well as ensuring compliance with applicable laws and regulations governing financial reporting. While there are rarely
alternative methods or rules from which to select in establishing accounting and financial reporting policies, proper application
often involves significant judgment regarding a given set of facts and circumstances and a complex series of decisions.

Use of Estimates
The preparation of financial statements under GAAP requires management to make estimates and assumptions that

affect our reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Our estimates of our proved oil and
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natural gas reserves, future development costs, estimates relating to certain oil and natural gas revenues and expenses, and fair
value of derivative instruments are the most critical to our financial statements.

Oil and Natural Gas Reserves

The determination of depreciation, depletion and amortization expense as well as impairments that are recognized on
our oil and natural gas properties are highly dependent on the estimates of the proved oil and natural gas reserves attributable to
our properties. Our estimate of proved reserves is based on the quantities of oil and natural gas which geological and
engineering data demonstrate, with reasonable certainty, to be recoverable in the future years from known reservoirs under
existing economic and operating conditions. The accuracy of any reserve estimate is a function of the quality of available data,
engineering and geological interpretation, and judgment. For example, we must estimate the amount and timing of future
operating costs, production taxes and development costs, all of which may in fact vary considerably from actual results. In
addition, as the prices of oil and natural gas and cost levels change from year to year, the economics of producing our reserves
may change and therefore the estimate of proved reserves may also change. Approximately 35% of our proved oil and gas
reserve volumes are categorized as proved undeveloped reserves. Any significant variance in these assumptions could
materially affect the estimated quantity and value of our reserve, future cash flows from our reserves, and future development of
our proved undeveloped reserves.

The information regarding present value of the future net cash flows attributable to our proved oil and natural gas
reserves are estimates only and should not be construed as the current market value of the estimated oil and natural gas reserves
attributable to our properties. Such information includes revisions of certain reserve estimates attributable to our properties
included in the prior year’s estimates. These revisions reflect additional information from subsequent activities, production
history of the properties involved and any adjustments in the projected economic life of such properties resulting from changes
in oil and natural gas prices.

Our third-party independent reserve engineers, Cawley, Gillespie & Associates, Inc., audited 100% of our estimated
proved reserve quantities and their related pre-tax future net cash flows as of December 31, 2022. Our estimates of proved
reserves quantities were prepared in accordance with the rules promulgated by the SEC. In connection with our external
petroleum engineers performing their independent reserve audits, we furnish them with the following information that they
review: (1) technical support data, (2) technical analysis of geologic and engineering support information, (3) economic and
production data and (4) our well ownership interests.

Oil and Natural Gas Properties

The method of accounting we use to account for our oil and natural gas investments determines what costs are
capitalized and how these costs are ultimately matched with revenues and expensed.

We utilize the full cost method of accounting to account for our oil and natural gas investments instead of the
successful efforts method because we believe it more accurately reflects the underlying economics of our programs to explore
and develop oil and natural gas reserves. The full cost method embraces the concept that dry holes and other expenditures that
fail to add reserves are intrinsic to the oil and natural gas exploration business. Thus, under the full cost method, all costs
incurred in connection with the acquisition, development and exploration of oil and natural gas reserves are capitalized. These
capitalized amounts include the costs of unproved properties, internal costs directly related to acquisitions, development and
exploration activities, asset retirement costs, geological and geophysical costs that are directly attributable to the properties and
capitalized interest. Although some of these costs will ultimately result in no additional reserves, they are part of a program
from which we expect the benefits of successful wells to more than offset the costs of any unsuccessful ones. The full cost
method differs from the successful efforts method of accounting for oil and natural gas investments. The primary difference
between these two methods is the treatment of exploratory dry hole costs. These costs are generally expensed under the
successful efforts method when it is determined that measurable reserves do not exist. Geological and geophysical costs are also
expensed under the successful efforts method. Under the full cost method, both dry hole costs and geological and geophysical
costs are initially capitalized and classified as unproved properties pending determination of proved reserves. If no proved
reserves are discovered, these costs are then amortized with all the costs in the full cost pool.

Capitalized amounts except unproved costs are depleted using the units of production method. The depletion expense
per unit of production is the ratio of the sum of our unamortized historical costs and estimated future development costs to our
proved reserve volumes. Estimation of hydrocarbon reserves relies on professional judgment and use of factors that cannot be
precisely determined. Subsequent reserve estimates materially different from those reported would change the depletion
expense recognized during the future reporting periods. For the year ended December 31, 2022, our average depletion expense
per unit of production was $9.01 per Boe.
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To the extent the capitalized costs in our full cost pool (net of depreciation, depletion and amortization and related
deferred taxes) exceed the sum of the present value (using a 10% discount rate and based on 12-month/SEC oil and natural gas
prices) of the estimated future net cash flows from our proved oil and natural gas reserves and the capitalized cost associated
with our unproved properties, we would have a capitalized ceiling impairment. Such costs would be charged to operations as a
reduction of the carrying value of oil and natural gas properties. The risk that we will be required to write down the carrying
value of our oil and natural gas properties increases when oil and natural gas prices are depressed, even if the low prices are
temporary. In addition, capitalized ceiling impairment charges may occur if we experience poor drilling results or if
estimations of our proved reserves are substantially reduced. A capitalized ceiling impairment is a reduction in earnings that
does not impact cash flows, but does impact operating income and stockholders’ equity. Once recognized, a capitalized ceiling
impairment charge to oil and natural gas properties cannot be reversed at a later date. The risk that we will experience a ceiling
test writedown increases when oil and natural gas prices are depressed or if we have substantial downward revisions in our
estimated proved reserves.

At December 31, 2022, we performed an impairment review using prices that reflect an average of 2022’s monthly
prices as prescribed pursuant to the SEC’s guidelines. We did not record any full cost impairment expense for the years ended
December 31, 2022 or 2021, respectively. For the year ended 2020, we recorded a $1,066.7 million full cost impairment
expense. If a low price environment reoccurs, we might be required to further write down the value of our oil and gas
properties. In addition, capitalized ceiling impairment charges may occur if estimates of proved reserves are substantially
reduced or estimates of future development costs increase significantly. See “Item 2. Properties” for a discussion of our reserve
estimation assumptions.

Derivative Instrument Activities

We use derivative instruments from time to time to manage market risks resulting primarily from fluctuations in the
prices of oil and natural gas. We may periodically enter into derivative contracts, including price swaps, caps and floors, which
require payments to (or receipts from) counterparties based on the differential between a fixed price and a variable price for a
fixed quantity of oil or natural gas without the exchange of underlying volumes. The notional amounts of these financial
instruments are based on expected production from existing wells. We may also use exchange traded futures contracts and
option contracts to hedge the delivery price of oil at a future date.

All derivative positions are carried at their fair value in the balance sheet and are marked-to-market at the end of each
period. Any realized gains and losses on settled derivatives, as well as mark-to-market gains or losses, are aggregated and
recorded to gain (loss) on derivative instruments, net on the statements of operations rather than as a component of accumulated
other comprehensive income or other income (expense). The resulting cash flows from derivatives are reported as cash flows
from operating activities. See Note 12 to our financial statements for a description of the derivative contracts.

Recently Issued or Adopted Accounting Pronouncements

For discussion of recently issued or adopted accounting pronouncements, see Notes to Financial Statements—Note 2.
Significant Accounting Policies.

Off-Balance Sheet Arrangements
We currently do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or

future effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity,
capital expenditures or capital resources that is material to investors.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk
Commodity Price Risk

The price we receive for our oil and natural gas production heavily influences our revenue, profitability, access to
capital and future rate of growth. Oil and natural gas are commodities and, therefore, their prices are subject to wide
fluctuations in response to relatively minor changes in supply and demand and other factors. Historically, the markets for oil
and natural gas have been volatile, and we believe these markets will likely continue to be volatile in the future. The prices we
receive for our production depend on numerous factors beyond our control. Our revenue generally would have increased or
decreased along with any increases or decreases in oil or natural gas prices, but the exact impact on our income is
indeterminable given the variety of expenses associated with producing and selling oil that also increase and decrease along
with oil prices. See “Item 2. Properties - Proved Reserves Sensitivity by Price Scenario” for estimates of how a decrease in oil
and gas prices from the 2022 SEC Case to the $70 Flat Case would reduce our proved reserves volumes and the PV-10 value
thereof.

We enter into derivative contracts to achieve a more predictable cash flow by reducing our exposure to commodity
price volatility. All derivative positions are carried at their fair value on the balance sheet and are marked-to-market at the end
of each period. Any realized gains and losses on settled derivatives, as well as mark-to-market gains or losses, are aggregated
and recorded to gain (loss) on derivative instruments, net on the statements of operations rather than as a component of other
comprehensive income or other income (expense).

We generally use derivatives to economically hedge a significant, but varying portion of our anticipated future
production. Any payments due to counterparties under our derivative contracts are funded by proceeds received from the sale
of our production. Production receipts, however, lag payments to the counterparties. Any interim cash needs are funded by

cash from operations or borrowings under our Revolving Credit Facility.

The following table summarizes our open crude oil derivative contracts as of December 31, 2022, by fiscal quarter.

Crude Oil Contracts

Swaps" Collars
Weighted Weighted
Weighted Average Ceiling  Average Floor
Average Price Price Price

Settlement Period Volume (Bbls) ($/Bbl) Volume (Bbls) ($/Bbl) ($/Bbl)
2023:

Ql 2,020,500 72.39 996,750 92.00 76.68

Q2 2,161,250 75.85 887,250 89.76 73.85

Q3 1,782,500 77.17 943,000 88.66 73.66

Q4 1,725,000 76.10 989,000 87.37 73.49
2024:

Q1 643,825 78.10 534,625 89.21 70.85

Q2 641,550 77.04 534,625 85.62 69.36

Q3 632,500 75.34 494,500 84.87 69.53

Q4 259,900 69.63 425,500 85.99 69.86
2025:

Ql — — 135,000 80.77 70.00

Q2 — — 136,500 77.94 70.00

Q3 — — 115,000 76.01 70.00

Q4 — — 92,000 78.02 70.00

()" This table does not include volumes subject to swaptions and call options, which are crude oil derivative contracts we have

entered into which may increase our swapped volumes at the option of our counterparties. See Note 12 to our financial

60



statements for further details regarding our commodity derivatives, including the swaptions and call options that are not
included in the foregoing table.

The following table summarizes our open natural gas derivative contracts as of December 31, 2022, by fiscal quarter.

Natural Gas Contracts

Swaps®" Collars
Weighted Weighted
Weighted Average Ceiling Average Floor
Volume Average Price Volume Price Price
Contract Period (MMBTU) ($/MMBTU) (MMBTU) ($/MMBTU) ($/MMBTU)

2023:

Ql 7,285,000 4.11 2,065,000 6.96 4.14
Q2 4,922,000 4.59 4,777,500 6.58 4.19
Q3 4,922,000 4.63 5,060,000 6.67 4.18
Q4 4,042,000 4.66 6,285,000 6.90 4.13
2024:

Ql 2,730,000 4.46 1,592,500 7.92 4.00
Q2 2,484,000 4.07 227,500 8.70 4.00
Q3 2,484,000 4.07 — — —
Q4 1,342,000 4.05 — — —

()" This table does not include volumes subject to call options, which are natural gas derivative contracts we have entered into

which may increase our swapped volumes at the option of our counterparties. This table also does not include basis swaps.
See Note 12 to our financial statements for further details regarding our commodity derivatives, including the call options
and basis swaps that are not included in the foregoing table.

Interest Rate Risk
Our long-term debt as of December 31, 2022 was comprised of borrowings that contain fixed and floating interest
rates. Our Senior Notes and Convertible Notes bear cash interest at fixed rates. Our Revolving Credit Facility interest rate is a

floating rate option that is designated by us within the parameters established by the underlying agreement (see Note 4 to our
financial statements).

The Company uses interest rate swaps to effectively convert a portion of its variable rate indebtedness to fixed rate
indebtedness. As of December 31, 2022, we had interest rate swaps with a total notional amount of $100.0 million.

Changes in interest rates can impact results of operations and cash flows. A 1% increase in short-term interest rates on
our floating-rate debt outstanding at December 31, 2022 would cost us approximately $2.2 million in additional annual interest
expense.

Item 8. Financial Statements and Supplementary Data

The financial statements and supplementary financial information required by this item are included on the pages
immediately following the Index to Financial Statements appearing on page F-1.

Item 9. Changes In and Disagreements with Accountants on Accounting and Financial Disclosure

None.
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Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain a system of disclosure controls and procedures that is designed to ensure that information required to be
disclosed in our Exchange Act reports is recorded, processed, summarized and reported within the time periods specified in the
rules and forms of the SEC, and that such information is accumulated and communicated to our management, including our
principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding required
disclosures.

As of December 31, 2022, our management, including our principal executive officer and principal financial officer,
had evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(¢) and 15d-15(e)) pursuant to Rule 13a-15(b) under the Exchange Act. Based upon and as of the date of the
evaluation, our principal executive officer and principal financial officer concluded that information required to be disclosed is
recorded, processed, summarized and reported within the specified periods and is accumulated and communicated to
management, including our principal executive officer and principal financial officer, to allow for timely decisions regarding
required disclosure of material information required to be included in our periodic SEC reports. Based on the foregoing, our
management determined that our disclosure controls and procedures were effective as of December 31, 2022.

Changes in Internal Control over Financial Reporting

No change in our Company’s internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) occurred during the quarter ended December 31, 2022, that has materially affected, or is reasonably
likely to materially affect, our internal control over financial reporting.

Management’s Annual Report on Internal Control over Financial Reporting

The Company's management is responsible for establishing and maintaining adequate internal control over financial
reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. The Company's internal control over financial
reporting is a process designed by or under the supervision of the Company's principal executive officer and principal financial
officer and effected by the board of directors, management and other personnel to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of the Company's financial statements for external purposes in accordance
with generally accepted accounting principles. The Company's internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the
transactions and dispositions of the assets of the Company; (2) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles and that
receipts and expenditures of the issuer are being made only in accordance with authorizations of management and directors of
the issuer; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the Company's assets that could have a material effect on the financial statements.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and
presentation. Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31,
2022. In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the

Treadway Commission (COSO) in Internal Control-Integrated Framework (2013).

Based on our evaluation under the framework in Internal Control-Integrated Framework, management concluded that
the Company’s internal control over financial reporting was effective as of December 31, 2022.

The effectiveness of our Company’s internal control over financial reporting as of December 31, 2022, has been
audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of Northern Oil & Gas, Inc.
Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Northern Oil & Gas, Inc. (the “Company”) as of December 31,
2022, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). In our opinion, the Company maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2022, based on criteria established in Internal Control —
Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the financial statements as of and for the year ended December 31, 2022, of the Company and our report dated
February 24, 2023, expressed an unqualified opinion on those financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management's
Annual Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s
internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ Deloitte & Touche LLP

Minneapolis, Minnesota
February 24, 2023
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Item 9B. Other Information

None.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections
Not applicable.
PART III

Certain information required by this Part III is incorporated by reference from our definitive Proxy Statement for the
Annual Meeting of Stockholders to be held in 2023, which we intend to file with the SEC pursuant to Regulation 14A within
120 days after December 31, 2022. Except for those portions specifically incorporated into this Annual Report on Form 10-K
by reference to the Proxy Statement, no other portions of the Proxy Statement are deemed to be filed as part of this Annual
Report on Form 10-K.

Item 10. Directors, Executive Officers and Corporate Governance

The information appearing under the headings “Proposal 1: Election of Directors,” “Corporate Governance” and
“Delinquent Section 16(a) Reports” in the Proxy Statement is incorporated herein by reference.

We have adopted a Code of Business Conduct and Ethics that applies to our chief executive officer, chief financial
officer and persons performing similar functions. A copy is available on our website at www.northernoil.com. We intend to
post on our website any amendments to, or waivers from, our Code of Business Conduct and Ethics pursuant to the rules of the
SEC and New York Stock Exchange.

Information About Our Executive Officers

Our executive officers, their ages and offices held are as follows:

Name Age Positions
Nicholas O’Grady 44 Chief Executive Officer
Chad Allen 41 Chief Financial Officer
Adam Dirlam 39 President
Erik Romslo 45 Chief Legal Officer & Secretary
James Evans 39 Executive Vice President and Chief Engineer

Nicholas O’Grady has served as our Chief Executive Officer since January 2020. Prior to that, he served as our Chief
Financial Officer from June 2018 to September 2019, and as our Chief Financial Officer & President from September 2019 to
December 2019. Mr. O’Grady has nearly two decades of finance experience, both as an investment banker and as a principal
investor. Mr. O’Grady began his career in the Natural Resources investment banking group at Bank of America. Later moving
to the hedge fund industry, he worked at firms such as Highbridge Capital Management. Prior to joining our company, he
worked as a senior credit analyst and portfolio manager at Hudson Bay Capital Management from September 2014 to May
2018, where he focused on energy-related equities, public credit, private and direct investments. Previously, he worked as a
portfolio manager at Bluecrest Capital Management from November 2013 to June 2014, and at Sigma Capital Management
from April 2012 to October 2013. Mr. O’Grady holds a bachelor’s degree in both history and economics from Bowdoin College
in Brunswick, Maine.

Chad Allen has served as our as our Chief Financial Officer since January 2020. Prior to that, he served as our Chief
Accounting Officer from August 2016 to December 2019, prior to which he served as the company’s Corporate Controller
since joining NOG in August of 2013. Mr. Allen served as the company’s Interim Chief Financial Officer from January-May
2018. Prior to joining our company, Mr. Allen was in the audit practice with Grant Thornton LLP from 2010 to 2013, and in the
audit practice at RSM US LLP (formerly McGladrey & Pullen, LLP) from 2004 to 2010. Mr. Allen holds a bachelor’s degree in
accounting from Minnesota State University, Mankato and is a Certified Public Accountant.

Adam Dirlam has served as our President since December 2021 prior to which he served as our Chief Operating
Officer since January 2020. Prior to that, he served as our Executive Vice President — Land & Operations since June 2018,
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prior to which he served as the company’s Senior Vice President of Land & Operations since 2013 and other various roles with
the company since 2009. Prior to joining our company, Mr. Dirlam served in various finance and accounting roles for
Honeywell International. Mr. Dirlam holds a bachelor’s degree from the University of St. Thomas and a master’s degree from
the University of Minnesota - Carlson School of Management.

Erik Romslo has served as our Chief Legal Officer and Secretary since January 2020. Prior to that, he served as our
General Counsel and Secretary from October 2011 to December 2019 and as an Executive Vice President from January 2013 to
December 2019. Prior to joining our company, Mr. Romslo practiced law in the Minneapolis office of our outside counsel,
Faegre Drinker Biddle & Reath LLP (formerly Faegre & Benson LLP), from 2005 until 2011, where he was a member of the
Corporate group. Prior to joining Faegre, Mr. Romslo practiced law in the New York City office of Fried, Frank, Harris,
Shriver & Jacobson LLP. Mr. Romslo holds a bachelor’s degree from St. Olaf College and a law degree from the New York
University School of Law.

James Evans has served as our Executive Vice President and Chief Engineer since February 2021. Prior to that, he
served as our Senior Vice President of Engineering since January 2020 and as Vice President of Engineering since June 2018,
prior to which he had served as the company’s Reservoir Engineering Manager since 2015. Mr. Evans began his career as a
Reservoir Engineer with Cabot Oil & Gas. Between 2009 and 2012 he worked for Cornerstone Natural Resources. More
recently Mr. Evans worked for Fidelity Exploration. Mr. Evans holds a bachelor’s degree in Petroleum Engineering from
Montana Tech.

Item 11. Executive Compensation

The information appearing under the headings “Executive Compensation” and “Compensation Committee Report,”
and the information regarding compensation committee interlocks and insider participation under the heading “Corporate
Governance,” in the Proxy Statement is incorporated herein by reference.
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information with respect to our common shares issuable under our equity compensation
plans as of December 31, 2022:

Number of Number of
securities to be Weighted- securities
issued upon average exercise remaining
exercise of price of available for
outstanding outstanding future issuance
options, options, under equity
warrants and warrants and compensation
Plan Category rights (1) rights plans
Equity compensation plans approved by security holders
2018 Equity Incentive Plan 77,060 — 382,520
Equity compensation plans not approved by security holders — — —
Total 77,060 $ — 382,520

()" The shares in this column reflect estimated restricted shares expected to be issued pursuant to the 2022 performance equity

awards, assuming maximum performance under the terms of the awards and assuming the closing price of our common
stock as of December 31, 2022, for purposes of the conversion of the awards into restricted shares. See Note 6 to our
financial statements for additional information on the 2022 performance equity awards.

The information appearing under the heading “Security Ownership of Certain Beneficial Owners and Management” in
the Proxy Statement is incorporated herein by reference.
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Item 13. Certain Relationships and Related Transactions, and Director Independence

The information appearing under the headings “Certain Relationships and Related Transactions” and “Corporate
Governance” in the Proxy Statement is incorporated herein by reference.
Item 14. Principal Accountant Fees and Services

The information appearing under the headings “Registered Public Accountant Fees” and “Pre-Approval Policies and
Procedures of Audit Committee” in the Proxy Statement is incorporated herein by reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a)

Documents filed as part of this Report:

1 Financial Statements
See Index to Financial Statements on page F-1.

2 Financial Statement Schedules
All schedules have been omitted because they are either not applicable, not required or the information called for
therein appears in the consolidated financial statements or notes thereto.

(b)

Exhibit

No.

2.1

2.2

23

24

3.1

32

33

4.1
4.2

43

4.4

4.5

4.6

Exhibits:

Description

Purchase and Sale Agreement between Northern Oil and
Gas, Inc., Veritas TM Resources, LLC, Veritas Permian
Resources, LLC, Veritas Lone Star Resources, LLC, and
Veritas MOC Resources, LLC, dated November 16,
2021

Purchase and Sale Agreement between Northern Oil and
Gas, Inc., Midland-Petro D.C. Partners, LLC, and
Collegiate Midstream LLC, dated as of October 18, 2022

First Amendment to Purchase and Sale Agreement
between Northern Oil and Gas, Inc., Midland-Petro D.C.
Partners, LLC, and Collegiate Midstream LLC, dated as
of December 13, 2022

Second Amendment to Purchase and Sale Agreement
between Northern Oil and Gas, Inc., Midland-Petro D.C.
Partners, LLC, and Collegiate Midstream LLC, dated as
of January 5, 2023

Restated Certificate of Incorporation of Northern Oil and
Gas, Inc. dated August 24, 2018

Certificate of Amendment to the Restated Certificate of
Incorporation of Northern Oil and Gas, Inc. dated
September 18, 2020

Amended and Restated Bylaws of Northern Oil and Gas,
Inc.

Description of Northern Oil and Gas, Inc. Capital Stock

Indenture, dated February 18, 2021, between Northern
Oil and Gas, Inc. and Wilmington Trust, National
Association, as trustee (including Form of 8.125%
Senior Note due 2028)

First Supplemental Indenture, dated November 15, 2021,
between Northern Oil and Gas, Inc. and Wilmington
Trust, National Association, as trustee

Indenture, dated October 14, 2022, between Northern
Oil and Gas, Inc. and Wilmington Trust, National
Association, as trustee (including Form of 3.625%
Convertible Senior Note due 2029)

Amended and Restated Warrant to Purchase Common
Shares, dated November 10, 2022, by and between
Northern Oil and Gas, Inc. and Veritas MOC Holdings,
LLC

Amended and Restated Warrant to Purchase Common
Shares, dated November 10, 2022, by and between
Northern Oil and Gas, Inc. and Veritas Permian II, LLC
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Reference

Incorporated by reference to Exhibit 2.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 16, 2021

Incorporated by reference to Exhibit 2.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on October 19, 2022

Incorporated by reference to Exhibit 2.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on January 9, 2023

Incorporated by reference to Exhibit 2.3 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on January 9, 2023

Incorporated by reference to Exhibit 3.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on August 27, 2018

Incorporated by reference to Exhibit 3.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on September 24, 2020

Incorporated by reference to Exhibit 3.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on January 20, 2023

Filed herewith

Incorporated by reference to Exhibit 4.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on February 23, 2021

Incorporated by reference to Exhibit 4.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 15, 2021

Incorporated by reference to Exhibit 4.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on October 17, 2022

Incorporated by reference to Exhibit 4.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 14, 2022

Incorporated by reference to Exhibit 4.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 14, 2022



10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11*

10.12*

10.13*

10.14*

10.15%*

10.16*

10.17*

Letter Agreement, dated January 2, 2015 by and among
Robert B. Rowling, Cresta Investments, LLC, Cresta
Greenwood, LLC, TRT Holdings, Inc. and Northern Oil
and Gas, Inc.

Letter Agreement, dated January 25, 2017 by and among
TRT Holdings, Inc., Cresta Investments, LLC, Cresta
Greenwood, LLC, Robert Rowling, Michael Popejoy,
Michael Frantz and Northern Oil and Gas, Inc.

Amended and Restated Letter Agreement, dated as of
May 15, 2018, by and among Robert B. Rowling, Cresta
Investments, LLC, Cresta Greenwood, LLC, TRT
Holdings, Inc., Bahram Akradi and Northern Oil and
Gas, Inc.

Amended and Restated Letter Agreement, dated
February 18, 2022, by and among Robert B. Rowling,
Cresta Investments, LLC, Cresta Greenwood, LLC, TRT
Holdings, Inc., Michael Frantz, Mike Popejoy, Ernie
Easley, Bahram Akradi and Northern Oil and Gas, Inc.

Letter Agreement, dated July 21, 2017, by and between
Northern Oil and Gas, Inc. and Bahram Akradi

Registration Rights Agreement, dated as of May 15,
2018, among Northern Oil and Gas, Inc. and the holders
party thereto

Registration Rights Agreement, dated as of May 15,
2018, among Northern Oil and Gas, Inc. and TRT
Holdings, Inc., Cresta Investments, LLC and Cresta
Greenwood, LLC

Registration Rights Agreement, dated as of May 15,
2018, among Northern Oil and Gas, Inc. and TPG
Specialty Lending, Inc., TOP III Finance 1, LLC and
TAO Finance 1, LLC

Registration Rights Agreement, dated September 17,
2018, between Pivotal Williston Basin, LP, Pivotal
Williston Basin II, LP, and Northern Oil and Gas, Inc.

Registration Rights Agreement, dated October 1, 2018,
by and between WR Operating LLC and Northern Oil
and Gas, Inc.

Employment Agreement, dated May 24, 2018, between
Northern Oil and Gas, Inc. and Nicholas O’Grady

Amended and Restated Employment Agreement, dated
June 1, 2018, between Northern Oil and Gas, Inc. and
Erik Romslo

Amended and Restated Employment Agreement, dated
June 1, 2018, between Northern Oil and Gas, Inc. and
Chad Allen

Amended and Restated Employment Agreement, dated
June 1, 2018, between Northern Oil and Gas, Inc. and
Adam Dirlam

Employment Agreement, dated December 17, 2019,
between Northern Oil and Gas, Inc. and Mike Kelly

Separation and Release Agreement, dated as of July 13,
2022, by and between Northern Oil and Gas, Inc. and
Mike Kelly

Amended and Restated Employment Agreement, dated
January 27, 2020, between Northern Oil and Gas, Inc.
and James Evans

68

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on January 5, 2015

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on January 27, 2017

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on May 18, 2018

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on February 23, 2022

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on July 24, 2017

Incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on May 18, 2018

Incorporated by reference to Exhibit 10.3 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on May 18, 2018

Incorporated by reference to Exhibit 10.4 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on May 18, 2018

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on September 18, 2018

Incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on October 1, 2018

Incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on May 31, 2018

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on June 7, 2018

Incorporated by reference to Exhibit 10.13 to the
Registrant’s Quarterly Report on Form 10-Q filed with
the SEC on August 9, 2018

Incorporated by reference to Exhibit 10.14 to the
Registrant’s Quarterly Report on Form 10-Q filed with
the SEC on August 9, 2018

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Quarterly Report on Form 10-Q filed with
the SEC on May 11, 2020

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on July 13, 2022

Incorporated by reference to Exhibit 10.16 to the
Registrant’s Annual Report on Form 10-K filed with
the SEC on March 12, 2021



10.18*

10.19*

10.20%*

10.21*

10.22*

10.23*

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

Northern Oil and Gas, Inc. 2018 Equity Incentive Plan

Form of Restricted Stock Award Agreement (Time-
Based Single Trigger) under the Northern Oil and Gas,
Inc. 2018 Equity Incentive Plan

Form of Restricted Stock Award Agreement (Time-
Based Double Trigger) under the Northern Oil and Gas,
Inc. 2018 Equity Incentive Plan

Form of Restricted Stock Award Agreement
(Performance-Based Employees) under the Northern Oil
and Gas, Inc. 2018 Equity Incentive Plan

Form of Restricted Stock Award Agreement
(Performance-Based Directors) under the Northern Oil
and Gas, Inc. 2018 Equity Incentive Plan

Form of 2022 Performance Equity Award Agreement
under the Northern Oil and Gas, Inc. 2018 Equity
Incentive Plan

Second Amended and Restated Credit Agreement, dated
November 22, 2019, by and among Northern Oil and
Gas, Inc., Wells Fargo Bank, National Association, as
administrative agent, and the Lenders party thereto

First Amendment to the Second Amended and Restated
Credit Agreement, dated July 8, 2020, by and among
Northern Oil and Gas, Inc., Wells Fargo Bank, National
Association and the Lenders party thereto

Second Amendment to the Second Amended and
Restated Credit Agreement, dated February 3, 2021, by
and among Northern Oil and Gas, Inc. and Wells Fargo
Bank, National Association and the Lenders party
thereto

Exchange Agreement, dated as of February 20, 2020
among Northern Oil and Gas, Inc., TRT Holdings, Inc.
and the other signatories thereto

Registration Rights Agreement, dated April 1, 2021, by
and between Northern Oil and Gas, Inc. and Reliance
Marcellus, LLC

Third Amendment to the Second Amended and Restated
Credit Agreement, dated May 27, 2021, by and among
Northern Oil and Gas, Inc. and Wells Fargo Bank,
National Association and the Lenders party thereto

Fourth Amendment to the Second Amended and
Restated Credit Agreement, dated November 3, 2021, by
and among Northern Oil and Gas, Inc. and Wells Fargo
Bank, National Association and the Lenders party
thereto

Fifth Amendment to the Second Amended and Restated
Credit Agreement, dated November 8, 2021, by and
among Northern Oil and Gas, Inc. and Wells Fargo
Bank, National Association and the Lenders party
thereto

Third Amended and Restated Credit Agreement, dated
as of June 7, 2022, among Northern Oil and Gas, Inc.,
Wells Fargo Bank, National Association, as
administrative agent and collateral agent, and the lenders
from time to time party thereto

First Amendment to the Third Amended and Restated
Credit Agreement among Northern Oil and Gas, Inc.,
Wells Fargo Bank, National Association, as
administrative agent, and the lenders party thereto, dated
November 10, 2022
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Incorporated by reference to Exhibit 99.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on August 27, 2018

Incorporated by reference to Exhibit 10.34 to the
Registrant’s Annual Report on Form 10-K filed with
the SEC on March 18, 2019

Incorporated by reference to Exhibit 10.35 to the
Registrant’s Annual Report on Form 10-K filed with
the SEC on March 18, 2019

Incorporated by reference to Exhibit 10.36 to the
Registrant’s Annual Report on Form 10-K filed with
the SEC on March 18, 2019

Incorporated by reference to Exhibit 10.37 to the
Registrant’s Annual Report on Form 10-K filed with
the SEC on March 18, 2019

Filed herewith

Incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 26, 2019

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on July 13, 2020

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on February 3, 2021

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on February 21, 2021

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on April 6, 2021

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on June 2, 2021

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 3, 2021

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 8§, 2021

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on June &, 2022

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on November 14, 2022



10.34 Purchase Agreement, dated October 11, 2022, by and
between Northern Oil and Gas, Inc. and Citigroup
Global Markets Inc., as representative of the several

other initial purchasers named in Schedule 1 thereto

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on October 17, 2022

10.35 Form of Capped Call Confirmation Incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K filed with

the SEC on October 17, 2022

Incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed with
the SEC on January 31, 2022

10.36 Registration Rights Agreement, dated January 27, 2022,
by and between Northern Oil and Gas, Inc. and Veritas

Permian II, LLC and Veritas MOC Holdings, LLC

23.1 Consent of Independent Registered Public Accounting Filed herewith
Firm Deloitte & Touche LLP
23.2 Consent of Cawley, Gillespie & Associates, Inc. Filed herewith
24.1 Powers of Attorney Filed herewith
31.1 Certification of the Principal Executive Officer pursuant  Filed herewith
to Rule 13a-14(a) or 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002
31.2 Certification of the Principal Financial Officer pursuant  Filed herewith
to Rule 13a-14(a) or 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of the Principal Executive Officer and Filed herewith
Principal Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002
99.1  Report of Cawley, Gillespie & Associates Filed herewith
101.INS XBRL Instance Document Filed herewith
101.SCH XBRL Taxonomy Extension Schema Document Filed herewith
101.CAL XBRL Taxonomy Extension Calculation Linkbase Filed herewith
Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Filed herewith
Document
101.LAB XBRL Taxonomy Extension Label Linkbase Document  Filed herewith
101.PRE XBRL Taxonomy Extension Presentation Linkbase Filed herewith
Document
104 The cover page from Northern Oil and Gas, Inc. Annual  Filed herewith

* Management contract or compensatory plan or arrangement required to be filed as an exhibit to this report.

Report on Form 10-K for the year ended December 31,
2022, formatted in Inline XBRL

Item 16. Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

NORTHERN OIL AND GAS, INC.
Date: February 24, 2023 By: /s/ Nicholas O’Grady
Nicholas O’Grady, Chief Executive Officer; Principal Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacity and on the dates indicated:

Signature Title Date

/s/ Nicholas O’Grady Chief Executive Officer, Principal Executive Officer February 24, 2023
Nicholas O’Grady

/s/ Chad Allen Chief Financial Officer, Principal Financial & Accounting Officer February 24, 2023
Chad Allen

* Director February 24, 2023
Bahram Akradi

* Director February 24, 2023
Lisa Bromiley

* Director February 24, 2023
Ernie Easley

* Director February 24, 2023
Michael Frantz

* Director February 24, 2023
William Kimble

* Director February 24, 2023
Jack King

* Director February 24, 2023
Stuart Lasher

* Director February 24, 2023

Jennifer Pomerantz

* Nicholas O’Grady, by signing his name hereto, does hereby sign this document on behalf of each of the above-named
directors of the registrant pursuant to Powers of Attorney duly executed by such persons.

By /s/Nicholas O’Grady
Nicholas O’Grady
Attorney-in-fact
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the shareholders and the Board of Directors of Northern Oil & Gas, Inc.
Opinion on the Financial Statements

We have audited the accompanying balance sheets of Northern Oil & Gas, Inc. (the "Company") as of December 31, 2022 and
2021, the related statements of operations, stockholders' equity (deficit), and cash flows, for each of the three years in the period
ended December 31, 2022, and the related notes (collectively referred to as the "financial statements"). In our opinion, the
financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2022 and
2021, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2022, in
conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company's internal control over financial reporting as of December 31, 2022, based on criteria established in
Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated February 24, 2023, expressed an unqualified opinion on the Company's internal control over
financial reporting.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
the Company's financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to
error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the financial statements that
was communicated or required to be communicated to the audit committee and that (1) relates to accounts or disclosures that
are material to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The
communication of the critical audit matter does not alter in any way our opinion on the financial statements, taken as a whole,
and we are not, by communicating the critical audit matter below, providing separate opinions on the critical audit matter or on
the accounts or disclosures to which it relates.

Proved Oil and Natural Gas Properties — Oil and Natural Gas Reserves — Refer to Note 2 to the financial statements
Critical Audit Matter Description

The Company follows the full cost method of accounting for crude oil and natural gas operations. Therefore, the Company’s
proved oil and natural gas properties are depleted using the units-of-production method based upon production and estimates of
proved reserves volumes and are evaluated for impairment by performing a ceiling test each quarter. The ceiling test involves a
comparison of net capitalized costs to the sum of the present value of the estimated future net cash flows from the Company’s
oil and natural gas properties. The estimation of the Company’s oil and natural gas reserves quantities and the related future net
cash flows requires management to make significant estimates and assumptions since, as a non-operator, the Company has
limited visibility into the timing of future production quantities associated with the five-year development plan. The Company’s
oil and natural gas reserve quantities and the related future net cash flows are audited by its third-party independent reserve
engineers. Changes in these estimates, assumptions, or engineering data involve judgments which could have significant impact
on the depletion calculation and proved oil and natural gas properties impairment evaluation. The proved oil and natural gas
properties, net balance was $2,482.9 million as of December 31, 2022. Depletion, depreciation, amortization, and accretion
expense was $251.3 million, and there was no impairment expense recorded for the year ended December 31, 2022.
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Given the significant judgments made by management, particularly relating to the estimates and assumptions required due to
limited visibility as a non-operator regarding future production quantities, performing audit procedures to evaluate the
Company’s oil and natural gas reserve quantities and the related future net cash flows required a high degree of auditor
judgment and an increased extent of effort.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to management’s significant judgments and assumptions regarding oil and natural gas reserve
quantities and the related future net cash flows included the following, among others:

*  We tested the operating effectiveness of controls related to the Company’s estimation of oil and natural gas reserve
quantities and the related future net cash flows,

*  We evaluated the reasonableness of the future production quantities associated with management’s five-year
development plan by comparing to:

— Historical conversions of proved undeveloped oil and natural gas reserves into proved developed oil and
natural gas reserves.

— Internal communications to management and the Board of Directors.

— Authorization and approval for expenditures.

— External information regarding the ability of the operators of the oil and natural gas properties to develop
proved undeveloped reserves considering current and forecasted liquidity of the operators obtained from
publicly available information, level of drilling activity by operators in areas where the Company holds

leasehold interests, and length of time required to drill and complete groups of wells.

*  We evaluated the Company’s estimates of future production volumes by completing a retrospective comparison to
historical production.

* We evaluated the experience, qualifications, and objectivity of the Company’s engineers responsible for the
preparation of the reserve estimates and assumptions and engineering data, and the third-party independent reserve
engineering firm engaged to audit management’s oil and natural gas reserve quantities.

/s/ Deloitte & Touche LLP

Minneapolis, Minnesota
February 24, 2023

We have served as the Company’s auditor since 2018.
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(In thousands, except par value and share data)

Assets

Current Assets:
Cash and Cash Equivalents
Accounts Receivable, Net
Advances to Operators
Prepaid Expenses and Other
Derivative Instruments
Income Tax Receivable

Total Current Assets

Property and Equipment:

NORTHERN OIL AND GAS, INC.
BALANCE SHEETS

Oil and Natural Gas Properties, Full Cost Method of Accounting

Proved

Unproved

Other Property and Equipment
Total Property and Equipment

Less — Accumulated Depreciation, Depletion and Impairment

Total Property and Equipment, Net

Derivative Instruments
Acquisition Deposit

Other Noncurrent Assets, Net
Total Assets

Liabilities and Stockholders’ Equity
Current Liabilities:
Accounts Payable
Accrued Liabilities
Accrued Interest
Derivative Instruments
Contingent Consideration
Other Current Liabilities
Total Current Liabilities

Long-term Debt, Net
Derivative Instruments
Asset Retirement Obligations

Other Noncurrent Liabilities
Total Liabilities
Commitments and Contingencies

Stockholders’ Equity

Preferred Stock, par value $0.001; 5,000,000 authorized;

zero shares outstanding at 12/31/2022

2,218,732 shares outstanding at 12/31/2021

Common Stock, par value $0.001; 135,000,000 authorized;

85,165,807 shares outstanding at 12/31/2022
77,341,921 shares outstanding at 12/31/2021

Additional Paid-In Capital
Retained Deficit
Total Stockholders’ Equity

Total Liabilities and Stockholders’ Equity

The accompanying notes are an integral part of these financial statements.
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December 31, 2022 December 31, 2021

$ 2,528 $ 9,519
271,336 193,554

8,976 6,319

2,014 3,417

35,293 2,519

338 —

320,485 215,328

6,492,683 5,034,769

41,565 24,998

6,858 2,616

6,541,106 5,062,383
(4,058,180) (3,809,041)

2,482,926 1,253,342

12,547 1,863

43,000 40,650

16,220 11,683

$ 2,875,178  § 1,522,866
$ 128,582 § 65,464
121,737 105,590

24,347 20,498

58,418 134,283

10,107 —

1,781 1,722

344,972 327,557

1,525,413 803,437

225,905 147,762

31,582 25,865

2,045 3,110

$ 2,129917 § 1,307,731
— 2

487 479

1,745,532 1,988,649
(1,000,759) (1,773,996)

745,260 215,135

$ 2,875,178 $ 1,522,866




NORTHERN OIL AND GAS, INC.
STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

December 31,

(In thousands, except share and per share data) 2022 2021 2020
Revenues
Oil and Gas Sales $ 1,985,798 $ 975,093 § 324,069
Gain (Loss) on Commodity Derivatives, Net (415,262) (478,193) 228,141
Total Revenues 1,570,535 496,899 552,210
Operating Expenses
Production Expenses 260,676 170,817 116,336
Production Taxes 158,194 76,954 29,783
General and Administrative Expenses 47,201 30,341 18,546
Depletion, Depreciation, Amortization and Accretion 251,272 140,828 162,120
Impairment Expense — — 1,066,668
Total Operating Expenses 717,343 418,940 1,393,453
Income (Loss) From Operations 853,192 77,959 (841,243)
Other Income (Expense)
Interest Expense, Net of Capitalization (80,331) (59,020) (58,503)
Write-off of Debt Issuance Costs — — (1,543)
Gain (Loss) on Interest Rate Derivatives, Net 993 1,043 (1,019)
Gain (Loss) on the Extinguishment of Debt, Net 810 (13,087) (3,718)
Contingent Consideration Gain (Loss) 1,859 (292) (169)
Other Income (Expense) (185) ) (12)
Total Other Income (Expense) (76,854) (71,365) (64,964)
Income (Loss) Before Income Taxes 776,338 6,594 (906,207)
Income Tax Expense (Benefit) 3,101 233 (166)
Net Income (Loss) $ 773,237 $ 6,361 $ (906,041)
Cumulative Preferred Stock Dividend (9,803) (14,761) (15,266)
Premium on Repurchase of Preferred Stock (35,731) — —
Net Income (Loss) Attributable to Common Stockholders $ 727,703  $ (8,400) $ (921,307)
Net Income (Loss) Per Common Share — Basic $ 9.26 (0.13) $ (21.55)
Net Income (Loss) Per Common Share — Diluted $ 8.92 (0.13) $ (21.55)
Weighted Average Common Shares Outstanding — Basic 78,557,216 62,989,543 42,744,639
Weighted Average Common Shares Outstanding — Diluted 86,675,365 62,989,543 42,744,639

The accompanying notes are an integral part of these financial statements.
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NORTHERN OIL AND GAS, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

(In thousands)
Cash Flows From Operating Activities

Net Income (Loss)

Adjustments to Reconcile Net Income (Loss) to Net Cash Provided by Operating Activities:

Depletion, Depreciation, Amortization and Accretion
Amortization of Debt Issuance Costs
Write-off of Debt Issuance Costs
(Gain) Loss on Extinguishment of Debt
Amortization of Bond (Premium) Discount on Long-term Debt
Loss on the Sale of Other Property & Equipment
Deferred Income Taxes
Unrealized (Gain) Loss on Derivative Instruments
Loss on Contingent Consideration
Share-Based Compensation Expense
Impairment Expense
Other
Changes in Working Capital and Other Items:
Accounts Receivable, Net
Prepaid and Other Expenses
Accounts Payable
Accrued Liabilities
Accrued Interest
Net Cash Provided By Operating Activities

Cash Flows From Investing Activities
Acquisitions of and Capital Expenditures on Oil and Natural Gas Properties
Acquisition Deposit
Purchases of Other Property and Equipment
Net Cash Used For Investing Activities

Cash Flows From Financing Activities
Advances on Revolving Credit Facility
Repayments on Revolving Credit Facility
Purchase of Capped Call
Issuance of Convertible Notes
Repayments of Second Lien Notes
Repayments of Senior Unsecured Promissory Note
Issuance of Senior Notes
Repurchase of Senior Notes
Debt Issuance Costs Paid
Issuance of Common Stock
Common Stock Dividends Paid
Repurchases of Common Stock
Repurchase of Preferred Stock
Preferred Stock Dividends Paid
Restricted Stock Surrenders - Tax Obligations
Net Cash Provided (Used) By Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents — Beginning of Period
Cash and Cash Equivalents — End of Period

The accompanying notes are an integral part of these financial statements.
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December 31,
2022 2021 2020

$ 773,237 $ 6,361 § (906,041)
251,272 140,828 162,120
4,975 3,764 5,172

— — 1,543

(810) 13,087 3,718
(2,125) (413) (1,037)

185 17 —

(571) 233 210
(41,180) 311,328 (38,858)
(1,859) 292 169
5,656 3,021 4,119

— — 1,066,668
2,038 3,162 (234)
(74,904) (122,160) 37,637
(720) (1,999) 546
(338) 14,091 (1,089)
9,955 12,318 342
3,607 11,937 (3,300)
928,418 396,467 331,685
(1,355,197) (593,228) (283,632)
(43,000) (40,650) —
(4,579) (556) (295)
(1,402,777) (634,434) (283,926)
1,260,000 554,000 78,000
(996,000) (1,031,000) (126,000)
(36,100) — —
482,971 — —
— (295,918) (13,514)

— (130,000) —

— 763,500 —
(24,907) — —
(7,388) (17,611) (446)

— 438,077 —
(51,602) (4,938) —
(54,502) — —
(81,236) — —
(21,664) (29,212) —
(2,206) (839) (439)
467,367 246,059 (62,399)
(6,992) 8,092 (14,640)

9,519 1,428 16,068

$ 2,528 $ 9,519 $ 1,428




NORTHERN OIL AND GAS, INC.

STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)
FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

(In thousands, except share data)

January 1, 2020
Issuance of Common Stock
Restricted Stock Forfeitures

Share Based Compensation

Restricted Stock Surrenders - Tax
Obligations

Issuance of Preferred Stock, Net of
Issuance Costs

Debt Exchange Agreements
Series A Preferred Exchange

Acquisition of Oil and Natural Gas
Properties

Net Loss

December 31, 2020
Issuance of Common Stock
Restricted Stock Forfeitures
Share Based Compensation

Restricted Stock Surrenders - Tax
Obligations

Equity Offerings, Net of Issuance Costs
Issuance of Common Stock Warrants
Contingent Consideration Settlements
Preferred Stock Dividends
Common Stock Dividends Declared
Net Income

December 31, 2021
Issuance of Common Stock
Restricted Stock Forfeitures
Share Based Compensation

Restricted Stock Surrenders - Tax
Obligations

Issuance of Common Stock Warrants -
Acquisitions of Oil and Natural Gas
Properties

Preferred Conversion
Repurchases of Common Stock
Purchase of Capped Calls
Repurchases of Preferred Stock
Preferred Stock Dividends

Common Stock Warrant Exchange
Agreement - Reliance Warrants

Common Stock Dividends Declared

Net Income

December 31, 2022

Total
Additional Retained Stockholders’

Common Stock Preferred Stock Paid-In Earnings Equity

Shares Amount Shares Amount Capital (Deficit) (Deficit)
40,608,518 § 406 1,500,000 $ 2 $ 1431438 $ (873,203) $ 558,643
460,382 2 — — — — 2
(107,071) — — — — — —
_ — — — 4,612 — 4,612
(39,686) — — — (438) — (439)
— — 794,702 1 81,211 — 81,212
4,164,941 34 — — 37,135 — 37,169
526,695 5 (75,970) — 1,108 (1,113) —
295,000 — — — 1,537 — 1,537
— — — — — (906,041) (906,041)
45,908,779 $ 448 2,218,732 § 2§ 1,556,602 $ (1,780,357) $  (223,304)
339,653 — — — — — —
(14,355) — — — 1 — 1
— — — — 3,903 — 3,903
(60,611) — — — (839) — (839)
31,125,000 31 — — 438,045 — 438,077
— — — — 30,512 — 30,512
43,455 — — — 785 — 785
— — — — (29,212) — (29,212)
— — — — (11,149) — (11,149)
— — — — — 6,361 6,361
77,341,921 479 2,218,732 2 % 1,988,649 $ (1,773,996) $ 215,135
125,789 = = = = = =
(2,615) — — — — — —
— — — — 5,873 — 5,873
(89,620) — — — (2,2006) — (2,206)
— — — — 17,870 — 17,870
7,376,739 7 (1,643,732) 2) 6) — —
(1,909,097) 2) — — (54,500) — (54,502)
— — — — (36,100) — (36,100)
— — (575,000) (@)) (81,236) — (81,236)
_ — — — (21,664) — (21,664)
2,322,690 2 — — 2) — —
— — — — (71,148) — (71,148)
— — — — — 773,237 773,237
85,165,807 487 — — $ 1,745,532 '§ (1,000,759) § 745,260

The accompanying notes are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022
NOTE1 ORGANIZATION AND NATURE OF BUSINESS

Northern Oil and Gas, Inc. (the “Company,” “Northern,” “our” and words of similar import), a Delaware corporation, is an
independent energy company engaged in the acquisition, exploration, exploitation, development and production of crude oil and
natural gas properties. The Company’s common stock trades on the New York Stock Exchange under the symbol “NOG”.

The Company’s principal business is crude oil and natural gas exploration, development, and production with operations in the
United States. The Company’s primary strategy is investing in non-operated minority working and mineral interests in oil and
gas properties in the United States.

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with accounting principles generally accepted in the United States
of America (“GAAP”). In connection with preparing the financial statements for the year ended December 31, 2022, the
Company has evaluated subsequent events through the date of this filing and determined (i) that there were no subsequent
events which required recognition in the financial statements through the date of this filing and (ii) to include the disclosure in
Note 14 regarding subsequent events.

Use of Estimates

The preparation of financial statements under GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period.

The most significant estimates relate to proved crude oil and natural gas reserves, which includes limited control over future
development plans as a non-operator, estimates relating to certain crude oil and natural gas revenues and expenses, fair value of
derivative instruments, fair value of contingent consideration, acquisition date fair values of assets acquired and liabilities
assumed, impairment of crude oil and natural gas properties, asset retirement obligations and deferred income taxes.

Management’s estimates and assumptions were based on historical data and consideration of future market conditions. Given
the uncertainty inherent in any projection, actual results may differ from the estimates and assumptions used, and conditions
may change, which could materially affect amounts reported in the financial statements.

Reclassifications

Certain prior period balances in the statements of cash flows have been reclassified to conform to the current year presentation.
Such reclassifications had no impact on net income (loss), cash flows or stockholders’ equity (deficit) previously reported.

Cash and Cash Equivalents

The Company considers highly liquid investments with insignificant interest rate risk and original maturities to the Company of
three months or less to be cash equivalents. Cash equivalents consist primarily of interest-bearing bank accounts. The
Company’s cash positions represent assets held in checking and money market accounts. Cash and cash equivalents are
generally available on a daily or weekly basis and are highly liquid in nature.

Accounts Receivable

Accounts receivable are carried on a gross basis, with no discounting. The Company regularly reviews all aged accounts
receivable for collectability and establishes an allowance as necessary for individual balances. Accounts receivable not
expected to be collected within the next twelve months are included within Other Noncurrent Assets, Net in the balance sheets.

The allowance for doubtful accounts was $4.9 million and $3.9 million as of December 31, 2022 and 2021, respectively.

As of December 31, 2022 and 2021, the Company included accounts receivable of $3.2 million and $4.0 million, respectively,
in Other Noncurrent Assets, Net due to their long-term nature.
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Advances to Operators

The Company participates in the drilling of crude oil and natural gas wells with other working interest partners. Due to the
capital intensive nature of crude oil and natural gas drilling activities, the working interest partner responsible for conducting
the drilling operations may request advance payments from other working interest partners for their share of the costs. The
Company expects such advances to be applied by working interest partners against joint interest billings for its share of drilling
operations within 90 days from when the advance is paid.

Other Property and Equipment

Property and equipment that are not crude oil and natural gas properties are recorded at cost and depreciated using the straight-
line method over their estimated useful lives of three to seven years. Expenditures for replacements, renewals, and betterments
are capitalized. Maintenance and repairs are charged to operations as incurred. Long-lived assets, other than crude oil and
natural gas properties, are evaluated for impairment to determine if current circumstances and market conditions indicate the
carrying amount may not be recoverable. The Company has not recognized any impairment losses on non-crude oil and natural
gas long-lived assets.

Oil and Gas Properties

The Company follows the full cost method of accounting for crude oil and natural gas operations whereby all costs related to
the exploration and development of crude oil and natural gas properties are capitalized into a single cost center (“full cost
pool”). Such costs include land acquisition costs, geological and geophysical expenses, carrying charges on non-producing
properties, costs of drilling directly related to acquisition, and exploration activities. Internal costs that are capitalized are
directly attributable to acquisition, exploration and development activities and do not include costs related to production,
general corporate overhead or similar activities. Costs associated with production and general corporate activities are expensed
in the period incurred. Capitalized costs are summarized as follows for the years ended December 31, 2022, 2021 and 2020,
respectively:

December 31,

(In thousands) 2022 2021 2020

Capitalized Certain Payroll and Other Internal Costs $ 1,045 § 1,353 § 1,159

Capitalized Interest Costs 3,365 1,103 556
Total $ 4410 $ 2,456 $ 1,716

As of December 31, 2022, the Company held leasehold and other oil and gas interests in the United States in the Williston
Basin, Permian Basin and Appalachian Basin.

Proceeds from property sales will generally be credited to the full cost pool, with no gain or loss recognized, unless such a sale
would significantly alter the relationship between capitalized costs and the proved reserves attributable to these costs. A
significant alteration would typically involve a sale of 25% or more of the proved reserves related to a single full cost pool. In
the years ended December 31, 2022, 2021 and 2020, there were no property sales that resulted in a significant alteration.

Under the full cost method of accounting, the Company is required to perform a ceiling test each quarter. The test determines a
limit, or ceiling, on the net book value of the proved oil and gas properties. Net capitalized costs are limited to the lower of
unamortized cost net of deferred income taxes, or the cost center ceiling. The proved oil and natural gas properties, net balance
was $2.5 billion as of December 31, 2022. The cost center ceiling is defined as the sum of (a) estimated future net revenues,
discounted at 10% per annum, from proved reserves, based on the trailing twelve-month unweighted average of the first-day-of-
the-month price, adjusted for any contract provisions or financial derivatives designated as hedges for accounting purposes, if
any, that hedge the Company’s oil and natural gas revenue, and excluding the estimated abandonment costs for properties with
asset retirement obligations recorded in the balance sheet, (b) the cost of properties not being amortized, if any, and (c) the
lower of cost or market value of unproved properties included in the cost being amortized, including related deferred taxes for
differences between the book and tax basis of the oil and natural gas properties. If the net book value, including related
deferred taxes, exceeds the ceiling, an impairment or non-cash writedown is required.

The Company did not have any ceiling test impairment for the years ended December 31, 2022 and 2021. The Company
recorded a ceiling test impairment of $1,066.7 million for the year ended December 31, 2020. Impairment charges affect the
Company’s reported net income but do not reduce the Company’s cash flow.



The Company computes the provision for depletion of oil and natural gas properties using the unit-of-production method based
upon production and estimates of proved reserve quantities. Unproved costs and related carrying costs are excluded from the
depletion base until the properties associated with these costs are considered proved or impaired. The following table presents
depletion and depletion per BOE sold of the Company’s proved oil and natural gas properties for the periods presented:

Year Ended December 31,
(In thousands) 2022 2021 2020
Depletion of Proved Oil and Natural Gas Properties $ 248,252 $ 138,759 $ 160,643
Depletion per BOE Produced $ 9.01 $ 7.07 $ 13.27

The Company believes that the majority of its unproved costs will become subject to depletion within the next five years by
proving up reserves relating to the acreage through exploration and development activities, by impairing the acreage that will
expire before the Company can explore or develop it further or by determining that further exploration and development
activity will not occur. The timing by which all other properties will become subject to depletion will be dependent upon the
timing of future drilling activities and delineation of its reserves.

Capitalized costs associated with impaired unproved properties, which includes leases that have expired or have been deemed
uneconomic, and capitalized costs related to properties having proved reserves, plus the estimated future development costs and
asset retirement costs, are included in the depletion calculation. Under this method, depletion is calculated at the end of each
period by multiplying total production for the period by a depletion rate. The depletion rate is determined by dividing the total
unamortized cost base plus future development costs by net equivalent proved reserves at the beginning of the period. The
costs of unproved properties are withheld from the depletion base until such time as they are either developed or abandoned.
When proved reserves are assigned or the property is considered to be impaired, the cost of the property or the amount of the
impairment is added to costs subject to depletion and full cost ceiling calculations. For the years ended December 31, 2022,
2021 and 2020, unproved properties of $8.7 million, $3.0 million, and $2.9 million, respectively, were impaired.

Asset Retirement Obligations

The Company records a liability equal to the fair value of the estimated cost to retire an asset upon initial recognition. The asset
retirement liability is recorded in the period in which the obligation meets the definition of a liability, which is generally when
the asset is placed into service. When the liability is initially recorded, the Company increases the carrying amount of oil and
natural gas properties by an amount equal to the original liability. The liability is accreted to its present value each period, and
the capitalized cost is depreciated consistent with depletion of reserves. Upon settlement of the liability or the sale of the well,
the liability is relieved. These liability amounts may change because of changes in asset lives, estimated costs of abandonment
or legal or statutory remediation requirements.

Business Combinations

The Company accounts for its acquisitions that qualify as a business using the acquisition method. Under the acquisition
method, assets acquired and liabilities assumed are recognized and measured at their fair values. The use of fair value
accounting requires the use of significant judgment since some transaction components do not have fair values that are readily
determinable. The excess, if any, of the purchase price over the net fair value amounts assigned to assets acquired and liabilities
assumed is recognized as goodwill. Conversely, if the fair value of assets acquired exceeds the purchase price, including
liabilities assumed, the excess is immediately recognized in earnings as a bargain purchase gain.

Financial Instruments

The Company’s financial instruments consist of cash and cash equivalents, receivables, payables, commodity derivative assets
and liabilities, contingent consideration, and long-term debt. The carrying amounts of cash equivalents, receivables and
payables approximate fair value due to the highly liquid or short-term nature of these instruments. The fair values of the
Company’s derivative instruments assets and liabilities are based on a third-party industry-standard pricing model using
contract terms and prices and assumptions and inputs that are substantially observable in active markets throughout the full term
of the instruments, including forward oil price curves, discount rates, volatility factors and credit risk adjustments. The fair
values of the Company’s contingent consideration liabilities are determined by a third-party valuation specialist using Monte
Carlo simulations that include observable market data.



The carrying amount of long-term debt associated with borrowings outstanding under the Company’s Revolving Credit Facility
approximates fair value as borrowings bear interest at variable rates. The carrying amounts of the Company’s Senior Notes and
Convertible Notes (see Note 4 below) may not approximate fair value because carrying amounts are net of unamortized
premiums and debt issuance costs, and the Senior Notes and Convertible Notes bear interest at fixed rates. See Note 11 for
additional discussion.

Debt Issuance Costs

Debt issuance costs related to our Senior Notes and Convertible Notes are included as a deduction from the carrying amount of
long-term debt in the balance sheets and are amortized to interest expense using the effective interest method over the term of
the related debt. Debt issuance costs related to the Revolving Credit Facility are included in other noncurrent assets and are
amortized to interest expense on a straight-line basis over the term of the agreement.

Debt Premiums

Debt premiums related to the Company’s Senior Notes are included as an addition to the carrying amount of the long-term debt
in the balance sheets and are amortized to interest expense using the effective interest method over the term of the related notes.

Revenue Recognition

The Company’s revenues are primarily derived from its interests in the sale of oil and natural gas production. The Company
recognizes revenue from its interests in the sales of crude oil and natural gas in the period that its performance obligations are
satisfied. Performance obligations are satisfied when the customer obtains control of the product, when the Company has no
further obligations to perform related to the sale, when the transaction price has been determined and when collectability is
probable. The sales of oil and natural gas are made under contracts which the third-party operators of the wells have negotiated
with customers, which typically include variable consideration that is based on pricing tied to local indices and volumes
delivered in the current month. The Company receives payment from the sale of oil and natural gas production from one to
three months after delivery. At the end of each month when the performance obligation is satisfied, the variable consideration
can be reasonably estimated and amounts due from customers are accrued in trade receivables, net in the balance sheets.
Variances between the Company’s estimated revenue and actual payments are recorded in the month the payment is received,
however, differences have been and are insignificant. Accordingly, the variable consideration is not constrained.

The Company does not disclose the value of unsatisfied performance obligations under its contracts with customers as it applies
the practical exemption, which applies to variable consideration that is recognized as control of the product is transferred to the
customer. Since each unit of product represents a separate performance obligation, future volumes are wholly unsatisfied, and
disclosure of the transaction price allocated to remaining performance obligations is not required.

The Company’s oil is typically sold at delivery points under contracts terms that are common in our industry. The Company’s
natural gas produced is delivered by the well operators to various purchasers at agreed upon delivery points under a limited
number of contract types that are also common in our industry. Regardless of the contract type, the terms of these contracts
compensate the well operators for the value of the oil and natural gas at specified prices, and then the well operators will remit
payment to the Company for its share in the value of the oil and natural gas sold.

A wellhead imbalance liability equal to the Company’s share is recorded to the extent that the Company’s well operators have
sold volumes in excess of its share of remaining reserves in an underlying property. However, for the years ended
December 31, 2022, 2021 and 2020, the Company’s natural gas production was in balance, meaning its cumulative portion of
natural gas production taken and sold from wells in which it has an interest equaled its entitled interest in natural gas production
from those wells.

The Company’s disaggregated revenue has two primary sources: oil sales and natural gas and NGL sales. Substantially all of
the Company’s oil and natural gas sales come from three geographic areas in the United States: the Williston Basin (North
Dakota and Montana), the Appalachian Basin (Pennsylvania), and the Permian Basin (New Mexico and Texas). The following
tables present the disaggregation of the Company’s oil revenues and natural gas and NGL revenues by basin for the years ended
December 31, 2022, 2021 and 2020.



Twelve Months Ended December 31, 2022

(In thousands) Williston Permian Appalachian Total

Oil Revenues $ 1,058,878 § 415,732 $ — 3 1,474,610

Natural Gas and NGL Revenues 260,462 116,034 134,692 511,188
Total $ 1,319,340 § 531,766 $ 134,692 $ 1,985,798

Twelve Months Ended December 31, 2021

(In thousands) Williston Permian Appalachian Total

Oil Revenues $ 730,982 § 42,488 § — § 773,470

Natural Gas and NGL Revenues 141,425 7,386 52,808 201,619
Total $ 872,407 $ 49,874 § 52,808 $ 975,089

Twelve Months Ended December 31, 2020

(In thousands) Williston Permian Appalachian Total

Oil Revenues $ 304,754 $ 495 § — 3 305,249

Natural Gas and NGL Revenues 18,773 30 — 18,802
Total $ 323,527 § 525§ — $ 324,052

Concentrations of Market, Credit Risk and Other Risks

The future results of the Company’s crude oil and natural gas operations will be affected by the market prices of crude oil and
natural gas. The availability of a ready market for crude oil and natural gas products in the future will depend on numerous
factors beyond the control of the Company, including weather, imports, marketing of competitive fuels, proximity and capacity
of crude oil and natural gas pipelines and other transportation facilities, any oversupply or undersupply of crude oil, natural gas
and liquid products, the regulatory environment, the economic environment, and other regional and political events, none of
which can be predicted with certainty.

The Company operates in the exploration, development and production sector of the crude oil and natural gas industry. The
Company’s receivables include amounts due, indirectly via the third-party operators of the wells, from purchasers of its crude
oil and natural gas production. While certain of these customers, as well as third-party operators of the wells, are affected by
periodic downturns in the economy in general or in their specific segment of the crude oil or natural gas industry, the Company
believes that its level of credit-related losses due to such economic fluctuations have been immaterial.

As a non-operator, 100% of the Company’s wells are operated by third-party operating partners. As a result, the Company is
highly dependent on the success of these third-party operators. If they are not successful in the development, exploitation,
production and exploration activities relating to the Company’s leasehold interests, or are unable or unwilling to perform, the
Company’s financial condition and results of operation could be adversely affected. These risks are heightened in a low
commodity price environment, which may present significant challenges to these third-party operators. The Company’s third-
party operators will make decisions in connection with their operations that may not be in the Company’s best interests, and the
Company may have little or no ability to exercise influence over the operational decisions of its third-party operators. For the
years ended December 31, 2022, 2021 and 2020, the Company’s top four operators made up 39%, 50% and 49%, respectively,
of total oil and natural gas sales.

The Company faces concentration risk due to the fact that a majority of its oil and natural gas revenue is sourced from North
Dakota. Acquisitions since 2021 have diversified the Company’s portfolio to include New Mexico, Pennsylvania, and Texas,
but the Company remains disproportionately exposed to risks affecting a limited number of geographic areas of operations.

The Company manages and controls market and counterparty credit risk. In the normal course of business, collateral is not
required for financial instruments with credit risk. Financial instruments which potentially subject the Company to credit risk
consist principally of temporary cash balances and derivative financial instruments. The Company maintains cash and cash
equivalents in bank deposit accounts which, at times, may exceed the federally insured limits. The Company has not
experienced any significant losses from such investments. The Company attempts to limit the amount of credit exposure to any
one financial institution or company. The Company believes the credit quality of its counterparties is generally high. In the



normal course of business, letters of credit or parent guarantees may be required for counterparties which management
perceives to have a higher credit risk.

Stock-Based Compensation

The Company records expense associated with the fair value of stock-based compensation. For fully vested stock and restricted
stock grants, the Company calculates the stock-based compensation expense based upon estimated fair value on the date of
grant. In determining the fair value of performance-based share awards subject to market conditions, the Company utilizes a
Monte Carlo simulation prepared by an independent third-party. For stock options, the Company uses the Black-Scholes option
valuation model to calculate stock-based compensation at the date of grant. Option pricing models require the input of highly
subjective assumptions, including the expected price volatility. Changes in these assumptions can materially affect the fair
value estimate.

Treasury Stock

Treasury stock is recorded at cost, which includes incremental direct transaction costs, and is retired upon acquisition as a result
of share repurchases under the share repurchase program or from the withholding of shares of stock to satisfy employee tax
withholding obligations that arise upon the lapse of restrictions on their stock-based awards at the employees’ election.

Income Taxes

The Company’s income tax expense, deferred tax assets and deferred tax liabilities reflect management’s best assessment of
estimated current and future taxes to be paid. The Company estimates for each interim reporting period the effective tax rate
expected for the full fiscal year and uses that estimated rate in providing for income taxes on a current year-to-date basis. The
Company’s only taxing jurisdictions are the United States and the US states in which we operate.

Deferred income taxes arise from temporary differences between the tax basis of assets and liabilities and their reported
amounts in the financial statements, which will result in taxable or deductible amounts in the future. In evaluating the
Company’s ability to recover its deferred tax assets, the Company considers all available positive and negative evidence,
including scheduled reversals of deferred tax liabilities, projected future taxable income, tax-planning strategies, and results of
recent operations. In projecting future taxable income, the Company begins with historical results and incorporates
assumptions about the amount of future state and federal pretax operating income adjusted for items that do not have tax
consequences. The assumptions about future taxable income require significant judgment and are consistent with the plans and
estimates the Company is using to manage the underlying businesses.

Accounting standards require the consideration of a valuation allowance for deferred tax assets if it is “more likely than not”
that some component or all of the benefits of deferred tax assets will not be realized. In assessing the need for a valuation
allowance for the Company’s deferred tax assets, a significant item of negative evidence considered was the cumulative book
losses in recent years, driven primarily by the full cost ceiling impairments over that period. Additionally, the Company’s
revenue, profitability and future growth are substantially dependent upon prevailing and future prices for oil and natural gas.
The markets for these commodities continue to be volatile. Changes in oil and natural gas prices have a significant impact on
the value of the Company’s reserves and on its cash flows. Due to these factors, management has placed a lower weight on the
prospect of future earnings in its overall analysis of the valuation allowance. Accordingly, the valuation allowance against the
Company’s deferred tax asset at December 31, 2022 and 2021 was $156.3 million and $341.3 million, respectively.

Derivative Instruments and Price Risk Management

The Company uses derivative instruments to manage market risks resulting from fluctuations in the prices of crude oil and
natural gas commodities. The Company enters into derivative contracts, including price swaps, caps and floors, which require
payments to (or receipts from) counterparties based on the differential between a fixed price and a variable price for a fixed
quantity of the applicable commodity without the exchange of underlying volumes. The notional amounts of these financial
instruments are based on expected production from existing wells. The Company may also use exchange traded futures
contracts and option contracts to hedge the delivery price of commodities at a future date.

The Company recognizes derivative instruments as assets or liabilities in the balance sheet, measured at fair value and marked-
to-market at the end of each period. Any realized gains and losses on settled derivatives, as well as mark-to-market gains or
losses, are aggregated and recorded to gain (loss) on derivative instruments, net on the statements of operations. See Note 12
for a description of the derivative contracts into which the Company has entered.
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Employee Benefit Plans

The Company sponsors a 401(k) defined contribution plan for the benefit of substantially all employees at the date of hire. The
plan allows eligible employees to make pre-tax contributions up to 100% of their annual compensation, not to exceed annual
limits established by the federal government. Employees are 100% vested in the employer contributions upon receipt.

Net Income (Loss) Per Common Share

Basic earnings per share (“EPS”) are computed by dividing net income (loss) attributable to common stockholders (the
numerator) by the weighted average number of common shares outstanding for the period (the denominator). Diluted EPS is
computed by dividing net income (loss) attributable to common stockholders by the weighted average number of common
shares and potential common shares outstanding (if dilutive) during each period. Potential common shares include shares
issuable upon exercise of stock options or warrants and vesting of restricted stock awards, and shares issuable upon conversion
of the Series A Preferred Stock (see Note 5). The number of potential common shares outstanding are calculated using the
treasury stock or if-converted method.

In those reporting periods in which the Company has reported net income available to common stockholders, anti-dilutive
shares generally are comprised of the restricted stock that has average unrecognized stock compensation expense greater than
the average stock price. In those reporting periods in which the Company has a net loss, anti-dilutive shares are comprised of
the impact of those number of shares that would have been dilutive had the Company had net income plus the number of
common stock equivalents that would be anti-dilutive had the company had net income.

Restricted stock awards are excluded from the calculation of basic weighted average common shares outstanding until they
vest. For restricted stock awards that vest based on achievement of performance and/or market conditions, the number of
contingently issuable common shares included in diluted weighted-average common shares outstanding is based on the number
of common shares, if any, that would be issuable under the terms of the arrangement if the end of the reporting period were the
end of the contingency period, assuming the result would be dilutive.

F-14



Supplemental Cash Flow Information

The following reflects the Company’s supplemental cash flow information for the years ended December 31, 2022, 2021 and
2020 :

December 31,
(In thousands) 2022 2021 2020
Supplemental Cash Items:

Cash Paid During the Period for Interest, Net of Amount
Capitalized $ 74,933 $ 46,951 § 55,109

Cash Paid During the Period for Income Taxes 3,672 — —

Non-cash Investing Activities:
Oil and Natural Gas Properties Included in Accounts Payable and

Accrued Liabilities 163,059 111,897 88,564
Capitalized Asset Retirement Obligations 3,917 6,950 710
Contingent Consideration 11,966 785 324
Compensation Capitalized on Oil and Gas Properties 218 282 495
Issuance of Common Stock Warrants - Acquisitions of Oil and

Natural Gas Properties 17,870 30,512 —
Issuance of Common Stock - Acquisitions of Oil and Natural Gas

Properties — — 1,537
Other Property and Equipment Included in Accounts Payable — 578 —

Non-cash Financing Activities:

Common Stock Dividends Declared, but not paid 19,546 6,210 —
Issuance of Preferred Stock in Exchange for 8.5% Second Lien

Notes due 2023 — — 81,212
Issuance of Common Stock for 2L Notes Repurchase — — 37,169
Issuance of Common Stock for Preferred Stock Exchange 36,627 — 1,113
Issuance of Common Stock Warrants - Acquisitions of Oil and

Natural Gas Properties 17,870 — —
Issuance of Common Stock in Exchange for Warrants 76,904 — —

Adopted and Recently Issued Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB”) that are
adopted by the Company as of the specified effective date. If not discussed, management believes that the impact of recently
issued standards, which are not yet effective, will not have a material impact on the Company’s financial statements upon
adoption.

In March 2020, the FASB issued ASU No. 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of
Reference Rate Reform on Financial Reporting (“ASU 2020-04”) followed by ASU No. 2021-01, Reference Rate Reform
(Topic 848): Scope (“ASU 2021-01"), issued in January 2021 to provide clarifying guidance regarding the scope of Topic 848.
ASU 2020-04 was issued to provide optional guidance for a limited period of time to ease the potential burden in accounting for
(or recognizing the effects of) reference rate reform on financial reporting. Generally, the guidance is to be applied as of any
date from the beginning of an interim period that includes or is subsequent to March 12, 2020, or prospectively from a date
within an interim period that includes or is subsequent to March 12, 2020, up to the date that the financial statements are
available to be issued. ASU 2020-04 and ASU 2021-01 are effective for all entities through December 31, 2022. The Company
has not elected to use the optional guidance and continues to evaluate the options provided by ASU 2020-04 and ASU 2021-01
and the impact the new standard will have on its financial statements and related disclosure.



In March 2020, the FASB issued ASU No. 2020-06, Accounting for Convertible Instruments and Contracts in an Entity’s Own
Equity (“ASU 2020-06), which is intended to simplify the accounting for certain financial instruments with characteristics of
liabilities and equity. ASU 2020-06 reduces the number of models used to account for convertible instruments (specifically
removing the beneficial conversion feature and cash conversion models), amends the diluted earnings per share calculation for
convertible instruments (now requiring the “if-converted” method), and amends the requirements for contracts settled in an
entity’s own shares to be classified as equity. The Company adopted the revised accounting guidance included in ASU 2020-06
on January 1, 2022.

NOTE 3 CRUDE OIL AND NATURAL GAS PROPERTIES

The book value of the Company’s crude oil and natural gas properties consists of all acquisition costs (including cash
expenditures and the value of stock consideration), drilling costs and other associated capitalized costs. Acquisitions are
accounted for as purchases and, accordingly, the results of operations are included in the accompanying statements of
operations from the closing date of the acquisition. Acquired assets and liabilities assumed are recorded based on their
estimated fair value at the time of the acquisition.

2022 Acquisitions

During 2022, the Company completed the following larger bolt-on acquisitions (each as defined and described below): the
Veritas Acquisition, the Incline Acquisition, the Laredo Acquisition, the Alpha Acquisition, and the Delaware Acquisition
(collectively, the “2022 Bolt-on Acquisitions”).

During 2022, in addition to the 2022 Bolt-on Acquisitions, the Company acquired oil and natural gas properties through a
number of smaller independent transactions for a total of $100.0 million.

Veritas Acquisition

On January 27, 2022, the Company completed the acquisition of certain non-operated oil and gas properties, interests and
related assets in the Permian Basin from Veritas TM Resources, LLC, Veritas Permian Resources, LLC, Veritas Lone Star
Resources, LLC, and Veritas MOC Resources, LLC, effective as of October 1, 2021 (the “Veritas Acquisition™).

The total consideration was $408.8 million, which included $390.9 million in cash and warrants to purchase 1,939,998 shares of
the Company’s common stock, par value $0.001 per share, at an exercise price equal to $28.30 per share. The warrants had a
total estimated fair value of $17.9 million. As a result of customary post-closing adjustments, the Company further decreased
its proved oil and natural gas properties and total consideration by $3.1 million subsequent to closing.

The results of operations from the acquisition from the January 27, 2022 closing date through December 31, 2022, represented
approximately $244.1 million of revenue and $168.0 million of income from operations. The Company incurred $7.3 million
of transaction costs in connection with the acquisition, which are included in general and administrative expense in the
statement of operations. The following table reflects the initial fair values of the net assets and liabilities:

(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 383,755

Unproved oil and natural gas properties 26,262
Total assets acquired 410,017

Asset retirement obligations (1,219)
Net assets acquired $ 408,798

Fair value of consideration paid for net assets:

Cash consideration $ 390,928
Issuance of Common Stock Warrants (1.9 million shares at $28.30 per share) 17,870
Total fair value of consideration transferred $ 408,798




Incline Acquisition

On August 15, 2022, the Company completed the acquisition of certain non-operated oil and gas properties, interests and
related assets in the Williston Basin from Incline Bakken, LLC, effective as of April 1, 2022 (the “Incline Acquisition”).

The total consideration at closing was $159.8 million, which includes $158.0 million in cash and $1.8 million in value
attributable to potential additional contingent consideration (described in more detail below). As a result of customary post-
closing adjustments, the Company reduced its proved oil and natural gas properties and total consideration by $7.5 million
subsequent to closing.

The results of operations from the acquisition from the August 15, 2022 closing date through December 31, 2022, represented
approximately $25.3 million of revenue and $17.0 million of income from operations. The Company incurred $1.1 million of
transaction costs in connection with the acquisition, which are included in general and administrative expense in the statement
of operations. The following table reflects the fair values of the net assets and liabilities as of the closing date of the
acquisition:

(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 160,155
Total assets acquired 160,155

Asset retirement obligations (319)
Net assets acquired $ 159,836

Fair value of consideration paid for net assets:

Cash consideration $ 157,977
Contingent consideration 1,850
Total fair value of consideration transferred $ 159,827

A contingent consideration liability arising from potential additional consideration in connection with the Incline Acquisition
was recognized at its fair value. The seller had the potential to earn up to $5.0 million of additional cash consideration
dependent upon NYMEX WTI oil pricing at the end of 2022. The acquisition date fair value of the potential additional
consideration, totaling $1.8 million, was recorded within contingent consideration liabilities on the Company’s balance sheets.
Changes in the fair value of the liability (that were not accounted for as revisions of the acquisition date fair value) are recorded
in other income (expense) on the Company’s statement of operations. This contingent consideration was not earned, and there
was no remaining associated liability as of December 31, 2022.

Laredo Acquisition

On October 3, 2022, the Company completed the acquisition of certain non-operated oil and gas properties, interests and related
assets in the Permian Midland Basin from Laredo Petroleum, Inc., effective as of August 1, 2022 (the “Laredo Acquisition™).

The total consideration at closing was $110.1 million in cash. As a result of customary post-closing adjustments, the Company
reduced its proved oil and natural gas properties and total consideration by $6.0 million subsequent to closing.

The results of operations from the acquisition from the October 3, 2022 closing date through December 31, 2022, represented
approximately $9.4 million revenue and $6.8 million of income from operations. The Company incurred $0.8 million of
transaction costs in connection with the acquisition, which are included in general and administrative expense in the statement
of operations. The following table reflects the fair values of the net assets and liabilities as of the closing date of the
acquisition:



(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 110,258
Total assets acquired 110,258

Asset retirement obligations (187)
Net assets acquired $ 110,071

Fair value of consideration paid for net assets:

Cash consideration $ 110,071
Total fair value of consideration transferred $ 110,071
Alpha Acquisition

On December 1, 2022, the Company completed the acquisition of certain non-operated oil and gas properties, interests and
related assets in the Permian Midland Basin from Alpha Energy Partners, effective as of September 1, 2022 (the “Alpha
Acquisition”).

The total consideration at closing was $164.0 million, which includes $153.9 million in cash and $10.1 million in value
attributable to potential additional contingent consideration (described in more detail below). As a result of customary post-
closing adjustments, the Company may adjust its proved oil and natural gas properties and total consideration subsequent to
closing.

The results of operations from the acquisition from the December 1, 2022 closing date through December 31, 2022, represented
approximately $2.6 million of revenue and $1.5 million of income from operations. The Company incurred $1.3 million of
transaction costs in connection with the acquisition, which are included in general and administrative expense in the statement
of operations. The following table reflects the fair values of the net assets and liabilities as of the closing date of the
acquisition:

(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 164,300
Total assets acquired 164,300

Asset retirement obligations (278)
Net assets acquired $ 164,023

Fair value of consideration paid for net assets:

Cash consideration $ 153,916
Contingent consideration 10,107
Total fair value of consideration transferred $ 164,023

A contingent consideration liability arising from potential additional consideration in connection with the Alpha Acquisition
was recognized at its fair value. The seller has the potential to earn additional cash consideration dependent upon average front
month NYMEX WTI oil pricing during the first six months of 2023. The amount will be determined on a sliding scale from
zero additional consideration if such pricing is below $75.00 per barrel, up to $22.5 million of additional consideration if such
pricing is at least $87.85 per barrel. The acquisition date fair value of the potential additional consideration, totaling $10.1
million, was recorded within contingent consideration liabilities on the Company’s balance sheets. Changes in the fair value of
the liability (that were not accounted for as revisions of the acquisition date fair value) are recorded in other income (expense)
on the Company’s statement of operations.



Delaware Acquisition

On December 16, 2022, the Company completed the acquisition of certain non-operated oil and gas properties, interests and
related assets in the Permian Delaware Basin from a private seller, effective as of November 1, 2022 (the “Delaware

Acquisition”).

The total consideration at closing was $131.6 million in cash. As a result of customary post-closing adjustments, the Company
may adjust its proved oil and natural gas properties and total consideration subsequent to closing.

The results of operations from the acquisition from the December 16, 2022 closing date through December 31, 2022,
represented approximately $1.2 million of revenue and $0.7 million of income from operations. The Company incurred
$1.3 million of transaction costs in connection with the acquisition, which are included in general and administrative expense in
the statement of operations. The following table reflects the fair values of the net assets and liabilities as of the closing date of
the acquisition:

(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 131,773
Total assets acquired 131,773

Asset retirement obligations (155)
Net assets acquired $ 131,618

Fair value of consideration paid for net assets:
Cash consideration $ 131,618

Total fair value of consideration transferred $ 131,618

2021 Acquisitions

During 2021, in addition to the Reliance Acquisition, CM Resources Acquisition and the Comstock Acquisition (each defined
below), the Company acquired oil and natural gas properties, through a number of independent transactions, for a total of $37.9
million, excluding the associated development costs.

Reliance Acquisition

On April 1, 2021, the Company completed the acquisition of certain oil and gas properties, interests and related net assets from
Reliance Marcellus, LLC (the “Reliance Acquisition”), effective July 1, 2020. The total consideration paid by the Company
was $140.6 million, consisting of (i) warrants to purchase 3,250,000 shares of the Company’s common stock with an exercise
price equal to $14.00 per share and a total estimated fair value of $30.5 million and (ii) cash purchase consideration of $110.1
million.

The following table reflects the fair values of the net assets and liabilities as of the date of acquisition:



(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 139,644
Unproved oil and natural gas properties 10,912
Total assets acquired $ 150,556
Asset retirement obligations (6,549)
Minimum volume commitment liability (3,443)
Net assets acquired $ 140,564

Fair value of consideration paid for net assets:

Cash consideration $ 110,052
Issuance of Warrants (3.2 million shares at $14.00 per share) 30,512
Total fair value of consideration transferred $ 140,564

CM Resources Acquisition

On August 2, 2021, the Company completed the acquisition of certain non-operated oil and gas properties from CM Resources,
LLC, effective as of April 1, 2021 (the “CM Resources Acquisition”), for total consideration of $101.7 million in cash.

The following table reflects the fair values of the net assets and liabilities as of the date of acquisition:

(In thousands)

Fair value of net assets:

Proved oil and natural gas properties $ 101,869
Total assets acquired $ 101,869

Asset retirement obligations (179)
Net assets acquired $ 101,691

Fair value of consideration paid for net assets:
Cash consideration $ 101,691

Total fair value of consideration transferred $ 101,691

Pro Forma Information

The following summarized unaudited pro forma statement of operations information for the years ended December 31, 2022
and December 31, 2021 assumes that each of the Reliance, CM Resources, Veritas, Incline, Laredo, Alpha, and Delaware
Acquisitions occurred as of January 1, 2021. The Company prepared the following summarized unaudited pro forma financial
results for comparative purposes only. The summarized unaudited pro forma information may not be indicative of the results
that would have occurred had the Company completed the acquisitions as of January 1, 2021, or that would be attained in the
future.

Year Ended Year Ended
December 31, December 31,
(In thousands) 2022 2021
Total Revenues $ 1,747,105 $ 729,487
Net Income $ 904,583 $ 124,294
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Comstock Acquisition

On November 16, 2021, the Company completed the acquisition of certain oil and gas properties, interests and related assets
from Comstock Oil & Gas, LLC (“Comstock”), effective as of October 1, 2021 (the “Comstock Acquisition™), for total
estimated consideration of $150.5 million in cash. The acquired assets consisted of approximately 65.9 net producing wells
located primarily in Williams, McKenzie, Mountrail and Dunn Counties, North Dakota. Of the purchase price, 100% was
allocated to proved properties and the Company recognized approximately $1.7 million of asset retirement obligations. The
Comstock Acquisition was completed pursuant to the purchase and sale agreement between the Company and Comstock, dated
October 6, 2021.

Divestitures

From time-to-time the Company may divest assets. In addition, the Company may trade leasehold interests with operators to
balance working interests in spacing units to facilitate and encourage a more expedited development of the Company’s acreage.

Unproved Properties

Unproved properties not being amortized comprise approximately 27,663 net acres and 29,835 net acres of undeveloped
leasehold interests at December 31, 2022 and 2021, respectively. The Company believes that the majority of its unproved costs
will become subject to depletion within the next five years by proving up reserves relating to the acreage through exploration
and development activities, by impairing the acreage that will expire before the Company can explore or develop it further or by
determining that further exploration and development activity will not occur. The timing by which all other properties will
become subject to depletion will be dependent upon the timing of future drilling activities and delineation of its reserves.

Excluded costs for unproved properties are accumulated by year. Costs are reflected in the full cost pool as the drilling costs
are incurred or as costs are evaluated and deemed impaired and transferred into the full cost pool. The Company anticipates
these excluded costs will be included in the depletion computation over the next five years. The Company is unable to predict
the future impact on depletion rates. The following is a summary of capitalized costs excluded from depletion at December 31,
2022 by year incurred.

December 31,

(In thousands) 2022 2021 2020 Prior Years

Property Acquisition $ 17,659 $ 16,337 $ 160 § 7,409
Development — — — —
Total $ 17,659 § 16,337 $ 160 § 7,409

The Company historically has acquired unproved properties by purchasing individual or small groups of leases directly from
mineral owners, landmen or lease brokers, which leases historically have not been subject to specified drilling projects, and by
purchasing lease packages in identified project areas controlled by specific operators. The Company generally participates in
drilling activities on a heads up basis by electing whether to participate in each well on a well-by-well basis at the time wells are
proposed for drilling.

The Company assesses all items classified as unproved property on an annual basis, or if certain circumstances exist, more
frequently, for possible impairment or reduction in value. The assessment includes consideration of the following factors,
among others: intent to drill, remaining lease term, geological and geophysical evaluations, drilling results and activity, the
assignment of proved reserves, and the economic viability of development if proved reserves are assigned. During any period
in which these factors indicate an impairment, the cumulative costs incurred to date for such property and all or a portion of the
associated leasehold costs are transferred to the full cost pool and are then subject to depletion and amortization.
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NOTE 4 LONG-TERM DEBT

The Company’s long-term debt consists of the following:

December 31, 2022
Principal Unamortized Debt Issuance Long-term
(In thousands) Balance Net Premium Costs, Net Debt, Net
Revolving Credit Facility (1) $ 319,000 $ — — 319,000
Senior Notes 724,235 10,682 (11,946) 722,972
Convertible Notes 500,000 — (16,558) 483,442
Total $ 1,543,235 § 10,682 § (28,504) $ 1,525,413
December 31, 2021
Principal Unamortized Debt Issuance Long-term
Balance Net Premium Costs, Net Debt, Net
Revolving Credit Facility (1) $ 55,000 $ — — 55,000
Senior Notes 750,000 13,217 (14,780) 748,437
Total $ 805,000 $ 13217 $ (14,780) $ 803,437

" Debt issuance costs related to the Company’s Revolving Credit Facility of $10.9 million and $5.7 million as of

December 31, 2022 and 2021, are recorded in “Other Noncurrent Assets, Net” in the balance sheets.

Revolving Credit Facility

On June 7, 2022, the Company entered into a Third Amended and Restated Credit Agreement (the “Revolving Credit Facility™)
with Wells Fargo Bank, National Association, as administrative agent and collateral agent (“Agent”), and the lenders from time
to time party thereto, which amended and restated the Company’s prior revolving credit facility that was entered into on
November 22, 2019. The Revolving Credit Facility is scheduled to mature on June 7, 2027.

The Revolving Credit Facility is comprised of revolving loans and letters of credit and is subject to a borrowing base with
maximum loan value to be assigned to the proved reserves attributable to the Company and its subsidiaries’ (if any) oil and gas
properties. As of December 31, 2022, the borrowing base was $1.6 billion and the aggregate elected commitment amount was
$1.0 billion. The Company’s borrowing availability is set at the lesser of the borrowing base and the elected commitment
amount. The borrowing base will be redetermined semiannually on or around April 1st and October 1st, with one interim
“wildcard” redetermination available to each of the Company and the Agent between scheduled redeterminations. The first
scheduled redetermination each year is based on a December 31st engineering report audited by a third party (reasonably
acceptable to the Agent). The Company has the option to seek commitments for term loans, which such term loans (if obtained)
are to be subject to the borrowing base and the other terms of the Revolving Credit Facility.

At the Company’s option, borrowings under the Revolving Credit Facility shall bear interest at the base rate or SOFR plus an
applicable margin. Base rate loans bear interest at a rate per annum equal to the greatest of: (i) the Agent bank’s prime rate; (ii)
the federal funds effective rate plus 50 basis points; and (iii) the adjusted SOFR rate for a one-month interest period plus 100
basis points. The applicable margin for base rate loans ranges from 125 to 225 basis points, and the applicable margin for SOFR
loans ranges from 225 to 325 basis points basis points, in each case depending on the percentage of the borrowing base utilized.

The Revolving Credit Facility contains negative covenants that limit the Company’s ability, among other things, to pay
dividends, incur additional indebtedness, sell assets, enter into certain derivatives contracts, change the nature of its business or
operations, merge, consolidate, or make certain types of investments. In addition, the Revolving Credit Facility requires that the
Company comply with the following financial covenants: (i) as of the date of determination, the ratio of total net debt to
EBITDAX (as defined in the Revolving Credit Facility) shall be no more than 3.50 to 1.00, measured on a rolling four quarter
basis, and (ii) the current ratio (defined as consolidated current assets including unused amounts of the total commitments, but
excluding non-cash assets under FASB ASC 815, divided by consolidated current liabilities excluding current non-cash
obligations under FASB ASC 815, current maturities under the Revolving Credit Facility and current maturities of any long-
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term debt) shall not be less than 1.00 to 1.00. The Company is in compliance with these financial covenants as of
December 31, 2022.

The Company’s obligations under the Revolving Credit Facility may be accelerated, subject to customary grace and cure
periods, upon the occurrence of certain Events of Default (as defined in the Revolving Credit Facility). Such Events of Default
include customary events for a financing agreement of this type, including, without limitation, payment defaults, the inaccuracy
of representations and warranties, defaults in the performance of affirmative or negative covenants, defaults on other
indebtedness of the Company or its subsidiaries, defaults related to judgments and the occurrence of a Change in Control (as
defined in the Revolving Credit Facility).

The Company’s obligations under the Revolving Credit Facility are secured by mortgages on not less than 90% of the value of
proven reserves associated with the oil and gas properties included in the determination of the borrowing base. Additionally, the
Company entered into a Guaranty and Collateral Agreement in favor of the Agent for the secured parties, pursuant to which the
Company’s obligations under the Revolving Credit Facility are secured by a first priority security interest in substantially all of
the Company’s assets.

Senior Notes

On February 18, 2021, the Company and Wilmington Trust, National Association, as trustee, entered into an indenture (the
“Senior Notes Indenture”), pursuant to which the Company issued $550.0 million in aggregate principal amount of 8.125%
senior unsecured notes due 2028 (the “Original 2028 Notes”). On November 15, 2021, the Company issued an additional
$200.0 million aggregate principal amount of 8.125% senior notes due 2028 (the “Additional 2028 Notes” and, together with
the Original 2028 Notes, the “Senior Notes”). The proceeds of the Senior Notes were used primarily to refinance existing
indebtedness, and for general corporate purposes.

During 2022, the Company repurchased and retired $25.8 million in aggregate principal amount of the Senior Notes in open
market transactions for a total of $24.9 million in cash, plus accrued interest.

The Senior Notes will mature on March 1, 2028. Interest on the Senior Notes is payable semi-annually in arrears on each
March 1 and September 1, commencing September 1, 2021, to holders of record on the February 15 and August 15 immediately
preceding the related interest payment date, at a rate of 8.125% per annum. Prior to March 1, 2024, the Company may redeem
all or a part of the Senior Notes at a redemption price equal to 100% of the principal amount of the Senior Notes redeemed, plus
an applicable make-whole premium and accrued and unpaid interest to the redemption date. On or after March 1, 2024, the
Company may redeem all or a part of the Senior Notes at redemption prices (expressed as percentages of principal amount)
equal to 104.063% for the twelve-month period beginning on March 1, 2024, 102.031% for the twelve-month period beginning
on March 1, 2025, and 100% beginning on March 1, 2026, plus accrued and unpaid interest to the redemption date.

The Senior Notes Indenture contains covenants that, among other things, limit the Company’s ability and the ability of its
restricted subsidiaries, if any, to: (i) incur or guarantee additional indebtedness or issue certain types of preferred stock; (ii) pay
dividends or distributions in respect of equity interests or redeem, repurchase or retire equity securities or subordinated
indebtedness; (iii) transfer or sell certain assets; (iv) make investments; (v) create liens to secure indebtedness; (vi) enter into
agreements that restrict dividends or other payments from any non-guarantor subsidiary to the Company; (vii) consolidate with
or merge with or into, or sell substantially all of the Company’s assets to, another person; (viii) enter into transactions with
affiliates; and (ix) create unrestricted subsidiaries. These covenants are subject to a number of important exceptions and
qualifications, and many of these covenants will be terminated if the Senior Notes achieve an investment grade rating from
either Moody’s Investors Services, Inc. or S&P Global Ratings.

The Senior Notes Indenture contains customary events of default, including, but not limited to: (i) default for 30 days in the
payment when due of interest on the Senior Notes; (ii) default in payment when due of the principal of, or premium, if any, on
the Senior Notes; (iii) failure by the Company or certain of its subsidiaries, if any, to comply with certain of their respective
obligations, covenants or agreements contained in the Senior Notes or the Senior Notes Indenture, subject to certain notice and
grace periods; (iv) failure by the Company or any of its restricted subsidiaries to pay indebtedness within any applicable grace
period or the acceleration of any such indebtedness if the total amount of such indebtedness exceeds $35.0 million; (v) failure
by the Company or any of its restricted subsidiaries that is a Significant Subsidiary (as defined in the Senior Notes Indenture) to
pay final non-appealable judgments aggregating in excess of $35.0 million, which judgments are not paid, discharged or stayed
for a period of 60 days; (vi) except as permitted by the Senior Notes Indenture, any guarantee of the Senior Notes is held in any
judicial proceeding to be unenforceable or invalid, or ceases for any reason to be in full force and effect, or is denied or
disaffirmed by a Guarantor (as defined in the Senior Notes Indenture); and (vii) certain events of bankruptcy or insolvency
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described in the Senior Notes Indenture with respect to the Company and its restricted subsidiaries that are Significant
Subsidiaries.

Convertible Notes

On October 14, 2022, the Company and Wilmington Trust, National Association, as trustee, entered into an indenture (the
“Convertible Notes Indenture”), pursuant to which the Company issued $500.0 million in aggregate principal amount of
3.625% convertible senior notes due 2029 (the “Convertible Notes). The proceeds of the Convertible Notes were used to
refinance existing indebtedness and for other general corporate purposes. The Convertible Notes will mature on April 15, 2029,
unless earlier repurchased, redeemed or converted. The Convertible Notes will accrue interest at a rate of 3.625% per annum,
payable semi-annually in arrears on April 15 and October 15 of each year, beginning on April 15, 2023.

Before October 16, 2028, noteholders will have the right to convert their Convertible Notes only upon the occurrence of certain
events. From and after October 16, 2028, noteholders may convert their Convertible Notes at any time at their election until the
close of business on the second scheduled trading day immediately before the maturity date. The Company will have the right
to elect to settle conversions either entirely in cash or in a combination of cash and shares of its common stock. However, upon
conversion of any Convertible Notes, the conversion value, which will be determined over a period of 40 trading days, will be
paid in cash up to at least the principal amount of the Convertible Notes being converted. The initial conversion rate is 26.3104
shares of common stock per $1,000.0 principal amount of Convertible Notes, which represents an initial conversion price of
approximately $38.01 per share of common stock. The conversion rate and conversion price will be subject to customary
adjustments upon the occurrence of certain events. In addition, if certain corporate events that constitute a “Make-Whole
Fundamental Change” (as defined in the Convertible Notes Indenture) occur, then the conversion rate will, in certain
circumstances, be increased for a specified period of time.

The Convertible Notes will be redeemable, in whole or in part (subject to certain limitations), at the Company’s option at any
time, and from time to time, on or after April 15, 2026 and on or before the 40th scheduled trading day immediately before the
maturity date, at a cash redemption price equal to the principal amount of the Convertible Notes to be redeemed, plus accrued
and unpaid interest, if any, to, but excluding, the redemption date, but only if the last reported sale price per share of the
Company’s common stock exceeds 130% of the conversion price on (i) each of at least 20 trading days, whether or not
consecutive, during the 30 consecutive trading days ending on, and including, the trading day immediately before the date the
Company sends the related redemption notice; and (ii) the trading day immediately before the date the Company sends such
notice. In addition, calling any Convertible Note for redemption will constitute a Make-Whole Fundamental Change with
respect to that Convertible Note, in which case the conversion rate applicable to the conversion of that Convertible Note will be
increased in certain circumstances if it is converted after it is called for redemption.

If certain corporate events that constitute a “Fundamental Change” (as defined in the Convertible Notes Indenture) occur, then,
subject to a limited exception for certain cash mergers, noteholders may require the Company to repurchase their Convertible
Notes at a cash repurchase price equal to the principal amount of the Convertible Notes to be repurchased, plus accrued and
unpaid interest, if any, to, but excluding, the fundamental change repurchase date. The definition of Fundamental Change
includes certain business combination transactions involving the Company and certain de-listing events with respect to the
Company’s common stock.

The Convertible Notes have customary provisions relating to the occurrence of “Events of Default” (as defined in the
Convertible Notes Indenture), which include the following: (i) certain payment defaults on the Convertible Notes due 2029
(which, in the case of a default in the payment of interest on the Convertible Notes, will be subject to a 30-day cure period); (ii)
the Company’s failure to send certain notices under the Convertible Notes Indenture within specified periods of time; (iii) the
Company’s failure to comply with certain covenants in the Convertible Notes Indenture relating to the Company’s ability to
consolidate with or merge with or into, or sell, lease or otherwise transfer, in one transaction or a series of transactions, all or
substantially all of the assets of the Company and any subsidiaries that the Company may form or acquire in the future, taken as
a whole, to another person; (iv) a default by the Company in certain of its other obligations or agreements under the Convertible
Notes Indenture or the Convertible Notes if such default is not cured or waived within 60 days after notice is given in
accordance with the Convertible Notes Indenture; (v) certain defaults by the Company or any subsidiaries that the Company
may form or acquire in the future with respect to indebtedness for borrowed money of at least $50.00 million; (vi) the rendering
of certain judgments against the Company or any of its subsidiaries for the payment of at least $50.00 million, where such
judgments are not paid, discharged or stayed within 60 days after the date on which the right to appeal has expired or on which
all rights to appeal have been extinguished; and (vii) certain events of bankruptcy, insolvency and reorganization involving the
Company or any of the Company’s significant subsidiaries that the Company may form or acquire in the future.
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If an Event of Default involving bankruptcy, insolvency or reorganization events with respect to the Company (and not solely
with respect to any significant subsidiary that the Company may form or acquire in the future) occurs, then the principal amount
of, and all accrued and unpaid interest on, all of the Convertible Notes then outstanding will immediately become due and
payable without any further action or notice by any person. If any other Event of Default occurs and is continuing, then, the
Trustee, by notice to the Company, or noteholders of at least 25% of the aggregate principal amount of Convertible Notes then
outstanding, by notice to the Company and the Trustee, may declare the principal amount of, and all accrued and unpaid interest
on, all of the Convertible Notes then outstanding to become due and payable immediately. However, notwithstanding the
foregoing, the Company may elect, at its option, that the sole remedy for an Event of Default relating to certain failures by the
Company to comply with certain reporting covenants in the Convertible Notes Indenture consists exclusively of the right of the
noteholders to receive special interest on the Convertible Notes for up to 365 days at a specified rate per annum not exceeding
0.25% on the principal amount of the Convertible Notes for the first 180 days and, thereafter, at a specified rate per annum not
exceeding 0.50% on the principal amount of the Convertible Notes.

Capped Call Transactions

In October 2022, in connection with the Convertible Notes offering described above, the Company entered into privately
negotiated capped call transactions (the “Capped Call Transactions”) with certain of the initial purchasers of the Convertible
Notes and/or their respective affiliates and/or other financial institutions. The Company paid $36.1 million in total consideration
to enter into the Capped Call Transactions. The Capped Call Transactions cover, subject to anti-dilution adjustments
substantially similar to those applicable to the conversion rate of the Convertible Notes, the number of shares of common stock
initially underlying the Convertible Notes. The Capped Call Transactions are expected generally to reduce potential dilution to
the common stock upon any conversion of Convertible Notes and/or offset any potential cash payments the Company is
required to make in excess of the principal amount of such converted Convertible Notes, as the case may be, with such
reduction and/or offset subject to a cap. The cap price of the Capped Call Transactions will initially be approximately $52.17
per share of common stock, which represents a premium of 75% over the last reported sale price of the common stock of $29.81
per share on October 11, 2022, and is subject to certain customary adjustments under the terms of the Capped Call
Transactions.

NOTE5 COMMON AND PREFERRED STOCK
Common Stock

The Company is authorized to issue up to 135,000,000 shares of common stock, par value $0.001 per share. As of
December 31, 2022 and 2021, the Company had 85,165,807 and 77,341,921 shares of common stock issued and outstanding,
respectively.

Dividends

In January 2022, the Company’s Board of Directors declared a cash dividend on the Company’s common stock in the amount
of $0.14 per share. The dividend was paid on April 29, 2022 to stockholders of record as of the close of business on March 30,
2022.

In May 2022, the Company’s Board of Directors declared a cash dividend on the Company’s common stock in the amount of
$0.19 per share. The dividend was paid on July 29, 2022 to stockholders of record as of the close of business on June 29, 2022.

In August 2022, the Company’s Board of Directors declared a cash dividend on the Company’s common stock in the amount of
$0.25 per share. The dividend was paid on October 31, 2022 to stockholders of record as of the close of business on September
29,2022.

In November 2022, the Company’s Board of Directors declared a cash dividend on the Company’s common stock in the
amount of $0.30 per share. The dividend was paid on January 31, 2023 to stockholders of record as of the close of business on
December 29, 2022.

On February 6, 2023, the Company’s Board of Directors declared a cash dividend on the Company’s common stock in the
amount of $0.34 per share. The dividend is payable on April 28, 2023 to stockholders of record as of the close of business on
March 30, 2023.
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Preferred Stock

The Company is authorized to issue up to 5,000,000 shares of preferred stock, par value $0.001 per share, with such
designations, voting and other rights and preferences as may be determined from time to time by the Board of Directors. As of
December 31, 2022 and 2021, the Company had zero and 2,218,732 shares of preferred stock issued and outstanding,
respectively, all of which were shares of 6.500% Series A Perpetual Cumulative Convertible Preferred Stock (the “Series A
Preferred Stock™). The terms of the Series A Preferred Stock were set forth in the Certificate of Designations for the Series A
Preferred Stock (the “Certificate of Designations”), as originally filed with the Delaware Secretary of State on November 22,
2019, and as amended thereafter.

Dividends

During the years ended December 31, 2022 and 2021, the Company paid $21.7 million and $29.2 million respectively, in
aggregate dividends on the Series A Preferred Stock. The Company was current in the payment of dividends as of the
Mandatory Conversion Date (defined below).

Conversion

On November 8, 2022, the Company exercised in full its mandatory conversion rights (the “Mandatory Conversion Exercise™)
on its Series A Preferred Stock to convert such shares of Series A Preferred Stock into shares of the Company’s common stock.
The outstanding shares of Series A Preferred Stock automatically converted to shares of common stock on November 15, 2022
(the “Mandatory Conversion Date”). Pursuant to the Certificate of Designations, holders of Series A Preferred Stock received
4.4878 shares of common stock and a cash payment of $6.3337 for each share of Series A Preferred Stock converted on the
Mandatory Conversion Date. On the Mandatory Conversion Date, 1,643,732 outstanding shares of Series A Preferred Stock
converted into an aggregate of 7,376,739 shares of common stock. Cash was paid in lieu of fractional shares of common stock.
As a result, there were no remaining shares of Series A Preferred Stock outstanding as of December 31, 2022.

2022 Activity

Common Stock

During the year ended December 31, 2022, 89,620 shares of common stock were surrendered by certain employees of the
Company to cover tax obligations in connection with their restricted stock awards. The total value of these shares was
approximately $2.2 million, which is based on the market prices on the dates the shares were surrendered.

In June 2022, the Company issued 2,322,690 shares of common stock in exchange for the surrender and cancellation of all
warrants originally issued by the Company at closing of the Reliance Acquisition, which immediately prior to their cancellation
were exercisable for an aggregate of 3,294,092 shares of common stock at an exercise price of $13.81 per share.

Preferred Stock

During the year ended December 31, 2022, the Company repurchased 575,000 shares of Series A Preferred Stock in a number
of independent transactions for an aggregate of $81.2 million in cash.

On November 15, 2022, all 1,643,732 outstanding shares of Series A Preferred Stock converted into an aggregate of 7,376,739
shares of common stock, pursuant to the Mandatory Conversion Exercise described above.

Stock Repurchase Program

In May 2022, the Company’s board of directors approved a stock repurchase program to acquire up to $150.0 million of the
Company’s outstanding common stock. The stock repurchase program allows the Company to repurchase its shares from time
to time in the open market, block transactions and in negotiated transactions.

During the year ended December 31, 2022 the Company repurchased 1,909,097 shares of its common stock under the stock

repurchase program at a total cost of $54.5 million. During the year ended December 31, 2021 the Company did not repurchase
shares of its common stock under any stock repurchase program.
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The Company’s accounting policy upon the repurchase of shares is to deduct its par value from common stock and to reflect
any excess of cost over par value as a deduction from Additional Paid-in Capital. All repurchased shares are now included in
the Company’s pool of authorized but unissued shares.

NOTE 6 STOCK-BASED COMPENSATION AND WARRANTS

The Company maintains its 2018 Equity Incentive Plan (the “2018 Plan”) for making equity-based awards to employees,
directors and other eligible persons. As of December 31, 2022, there were 459,580 shares available for future awards under the
2018 Plan.

The Company recognizes the fair value of stock-based compensation awards expected to vest over the requisite service period
as a charge against earnings, net of amounts capitalized. The Company’s stock-based compensation awards are accounted for as
equity instruments and are included in the “General and administrative expenses” line item in the statements of operations. The
Company capitalizes a portion of stock-based compensation for employees who are directly involved in the acquisition of oil
and natural gas properties into the full cost pool. Capitalized stock-based compensation is included in the “Oil and natural gas
properties” line item in the balance sheet.

The 2018 Plan award types are summarized as follows:

Restricted Stock Awards

The Company issues restricted stock awards (“RSAs”) subject to various vesting conditions as compensation to executive
officers, employees and directors of the Company. RSAs issued to employees and executive officers generally vest over three
years, provided that any performance and/or market conditions are also met. RSAs issued to directors generally vest over one
year, provided that any performance and/or market conditions are also met. For RSAs subject to service and/or performance
vesting conditions, the grant-date fair value is established based on the closing price of the Company’s common stock on such
date. Stock-based compensation expense for awards subject to only service conditions is recognized on a straight-line basis over
the service period. Stock-based compensation expense for awards with both service and performance conditions is recognized
on a graded basis only if it is probable that the performance condition will be achieved. The Company accounts for forfeitures
of awards granted under these plans as they occur in determining stock-based compensation expense.

For awards subject to a market condition, the grant-date fair value is estimated using a Monte Carlo valuation model. The
Company recognizes stock-based compensation expense for awards subject to market-based vesting conditions regardless of
whether it becomes probable that these conditions will be achieved or not, and stock-based compensation expense for any such
awards is not reversed if vesting does not actually occur. The Monte Carlo model is based on random projections of stock price
paths and must be repeated numerous times to achieve a probabilistic assessment. Expected volatility is calculated based on the
historical volatility and implied volatility of the Company’s common stock, and the risk-free interest rate is based on U.S.
Treasury yield curve rates with maturities consistent with the three-year vesting period.

During 2022, 2021 and 2020, 125,789, 339,653 and 460,382 shares, respectively, of service-based RSAs were granted to
executive officers, employees and directors under the 2018 Equity Plan. The weighted average grant date fair value of service-
based RSAs was $26.34 per share, $16.45 per share and $9.15 per share for the years ended December 31, 2022, 2021, and
2020, respectively.

The following table reflects the outstanding RSAs and activity related thereto for the year ended December 31, 2022:

Service, Performance, and Market-

Service-based Awards based Awards
Number of avzgigehgga;nt Number of av?lfgiggl gl(‘lz;nt

Shares Date Fair Value Shares Date Fair Value
Outstanding at December 31, 2021 420,122 $ 13.68 18,600 $ 9.80
Shares granted 125,789 26.34 — —
Shares forfeited (2,615) 9.99
Shares vested (226,963) 16.88 (18,600) 9.80
Outstanding at December 31, 2022 316,333  $ 16.39 — 3 —

F-27



At December 31, 2022, there was $3.3 million of total unrecognized compensation expense related to unvested RSAs. That
cost is expected to be recognized over a weighted average period of 0.62 years. For the years ended December 31, 2022, 2021
and 2020, the total fair value of the Company’s restricted stock awards vested was $4.6 million, $1.8 million and $2.7 million,
respectively.

Performance Equity Awards

In April 2022, the Company granted performance equity awards under its 2022 executive compensation program to certain
executive officers. The awards are subject to a market condition, which is based on a comparison of the Company versus a
defined peer group with respect to total shareholder return (“TSR”) based on the last 20 trading days of 2022 compared to the
same period of 2021. Depending on the Company’s TSR relative to the defined peer group, the award recipients in the
aggregate will earn between zero and $2.4 million in the form of awards expected to be settled in restricted shares of the
Company’s common stock with service-based vesting over three years beginning in 2023.

The Company used a Monte Carlo simulation model, described above, to estimate the fair value of the awards based on the
expected outcome of the Company’s TSR relative to the defined peer group using key valuation assumptions. The assumptions
used for the Monte Carlo model were as follows:

2022
Risk-free interest rate 1.69 %
Dividend yield 2.40 %
Expected volatility 56.94 %
Company’s closing stock price on grant date $ 24.98

The maximum value of the awards issuable if all participants earned the maximum award would total $2.4 million. For the year
ended December 31, 2022, the Company recorded $0.5 million of compensation expense in connection with these performance
awards.

Warrants

In April 2021, the Company issued common stock warrants as a part of the Reliance Acquisition as purchase consideration.
These warrants gave holders the right to purchase 3,250,000 shares of the Company’s common stock at an exercise price equal
to $14.00 per share (subject to certain anti-dilution adjustments), had a total fair value of $30.5 million at issuance, and were
generally exercisable from June 30, 2021 until April 1, 2028. The fair value of the warrants at issuance was determined by
utilizing an Option Pricing Model, which used the market value of the Company’s common stock on the issue date, an exercise
price of $14.00, an implied volatility of 80% and a risk-free rate of 1.34%. In June 2022, the Company issued 2,322,690 shares
of common stock in exchange for the surrender and cancellation of all such warrants originally issued by the Company at
closing of the Reliance Acquisition, which immediately prior to their cancellation were exercisable (due to anti-dilution
adjustments) for an aggregate of 3,294,092 shares of common stock at an exercise price of $13.81 per share. Neither the
Company nor the holder paid any cash consideration in the transaction.

In January 2022, the Company issued common stock warrants as a part of the Veritas Acquisition as purchase consideration.
These warrants gave holders the right to purchase 1,939,998 shares of the Company’s common stock at an exercise price equal
to $28.30 per share (subject to certain anti-dilution adjustments), had a total fair value of $17.9 million at issuance, and are
generally exercisable from April 27, 2022 until January 27, 2029. The fair value of the warrants at issuance was determined by
utilizing an Option Pricing Model, which used the market value of the Company’s common stock on the issue date, an exercise
price of $28.30, an implied volatility of 60%, a risk-free rate of 2.14% and an implied dividend yield of 3.00%.

The following table reflects the outstanding warrants and activity related thereto for the year ended December 31, 2022:
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Reliance Veritas

Weighted- Weighted-
average average

Warrants Exercise Price Warrants Exercise Price
Outstanding at December 31, 2021 3,276,582 $ 13.89 — 3 =
Issued — — 1,939,998 28.30
Anti-Dilution Adjustments for Common Stock 17,510 13.81 56,831 27.49
Exercised — — — —
Cancelled (3,294,092) — — —
Expired — — — —
Outstanding at December 31, 2022 — 9 — 1.996.829 $ 27.49

NOTE7 RELATED PARTY TRANSACTIONS

Preferred Stock Repurchase

During February 2022, we entered into and closed three separate stock repurchase agreements pursuant to which we
repurchased an aggregate of 71,894 shares of the Company’s Series A Preferred Stock, on identical financial terms from each
party for an aggregate purchase price of approximately $9.5 million in cash. Of the total amount, 21,894 shares were
repurchased from affiliates of TRT Holdings, Inc., for $2.9 million in cash. Two of our directors at the time, Mr. Frantz and Mr.
Popejoy, are employed by TRT Holdings, Inc., which together with its affiliates beneficially owned more than 10% of our
outstanding common stock at the time of the transactions described in this paragraph.

The Company’s Audit Committee is responsible for approving all transactions involving related parties.

NOTE8 COMMITMENTS & CONTINGENCIES
Litigation

The Company is engaged in various proceedings incidental to the normal course of business. Due to their nature, such legal
proceedings involve inherent uncertainties, including but not limited to, court rulings, negotiations between affected parties and
governmental intervention. Based upon the information available to the Company and discussions with legal counsel, it is the
Company’s opinion that the outcome of the various legal actions and claims that are incidental to its business will not have a
material impact on the Company’s financial position, results of operations or cash flows. Such matters, however, are subject to
many uncertainties, and the outcome of any matter is not predictable with assurance.

The Company’s interests in certain crude oil and natural gas leases from the State of North Dakota are subject to an ongoing
dispute over the ownership of minerals underlying the bed of the Missouri River within the boundaries of the Fort Berthold
Reservation. The ongoing dispute is between the State of North Dakota and three affiliated tribes, both of whom have
purported to lease mineral rights in tracts of riverbed within the reservation boundaries. In the event the ongoing dispute results
in a final judgment that is adverse to the Company’s interests, the Company would be required to reverse approximately $3.2
million in revenue (net of accrued taxes) that has been accrued since the first quarter of 2013 based on the Company’s
purported interest in the crude oil and natural gas leases at issue. Due to the long-term nature of this title dispute, the $3.2
million in accounts receivable is included in “Other Noncurrent Assets, Net” in the balance sheets. The Company fully
maintains the validity of its interests in the crude oil and natural gas leases.
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Delivery Commitments

As of December 31, 2022, the Company had certain agreements associated with the Company’s Appalachian basin properties
which require the Company to deliver firm quantities of natural gas to certain third parties, which we seek to fulfill with
products from existing reserves. In the event we are not able to meet these firm commitments, we are subject to deficiency
payments.

The estimable future commitments under these volume commitment agreements as of December 31, 2022 are as follows:

(in Bcf) Commitment Volumes

2023 19.0
2024 18.4
2025 3.2
Total 40.6

The Company recognizes any deficiency payments in the period in which the underdelivery takes place pursuant to the
agreements and the related liability has been incurred. For the years ended December 31, 2022, 2021 and 2020, the Company
made deficiency payments totaling $8.5 million, $0.7 million and zero, respectively. These amounts are recognized in
operating expenses in the Company’s Statement of Operations. The amount and timing of any such deficiency payments that
may be incurred in the future cannot be accurately estimated.

NOTE 9 ASSET RETIREMENT OBLIGATIONS

The Company has asset retirement obligations associated with the future plugging and abandonment of proved properties and
related facilities. Initially, the fair value of a liability for an asset retirement obligation (“ARO”) is recorded in the period in
which it is incurred and a corresponding increase in the carrying amount of the related long-lived asset. The liability is accreted
to its present value each period, and the capitalized cost is depreciated over the useful life of the related asset. If the liability is
settled for an amount other than the recorded amount, an adjustment to the full cost pool is recognized. The Company has no
assets that are legally restricted for purposes of settling asset retirement obligations.

Inherent in the fair value calculation are numerous assumptions and judgments including the ultimate retirement costs, inflation
factors, credit-adjusted risk-free discount rates, timing of retirement, and changes in the legal, regulatory, environmental and
political environments. To the extent future revisions to these assumptions impact the present value of the existing ARO, a
corresponding adjustment is made to the oil and gas property balance. For example, as the Company analyzes actual plugging
and abandonment information, the Company may revise its estimate of current costs, the assumed annual inflation of the costs
and/or the assumed productive lives of its wells. During 2021, the Company adjusted the assumed productive lives of certain of
its wells and during 2022, there were no adjustments to the aforementioned assumptions requiring revisions of previous
estimates.

The following table summarizes the Company’s asset retirement obligation transactions recorded during the years ended
December 31, 2022 and 2021.

December 31,

(in thousands) 2022 2021

Beginning Asset Retirement Obligations $ 28,012 $ 19,181
Liabilities Acquired During the Period 2,158 8,419
Liabilities Incurred During the Period 1,014 3,075
Revision of Estimates 276 (4,084)
Accretion of Discount on Asset Retirement Obligations 1,980 1,654
Liabilities Settled During the Period (359) (234)

Ending Asset Retirement Obligations $ 33,082 $ 28,012
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NOTE 10 INCOME TAXES

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases and operating losses and tax credit carry-forwards. Under this method, deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax
rates is recognized in income (loss) in the period that includes the enactment date.

The income tax provision (benefit) for the years ended December 31, 2022, 2021, and 2020 consists of the following:

(In thousands) 2022 2021 2020
Current
Federal $ — 3 — 3 (376)
State 3,101 233 —
Deferred
Federal 164,453 130 (175,309)
State 20,627 (3,984) (17,778)
Valuation Allowance (185,080) 3,854 193,297
Total Tax Benefit (Expense) $ 3,101 $ 233§ (166)

The following is a reconciliation of the reported amount of income tax benefit for the years ended December 31, 2022, 2021,
and 2020 to the amount of income tax expenses that would result from applying the statutory rate to pretax income (loss).

(In thousands) 2022 2021 2020
Income (Loss) Before Taxes and NOL $ 776,338 $ 6,594 $ (906,207)
Federal Statutory Rate 21.00 % 21.00 % 21.00 %
Taxes Computed at Federal Statutory Rates 163,031 1,385 (190,303)
State Tax (Benefit), Net of Federal Taxes 20,270 (3,752) (20,881)
Deferred Tax Adjustment 3,532 (1,488) 3,686
Share Based Compensation Tax Deficiency — — —
Net Operating Loss Adjustment — — 12,494
Other 1,347 234 1,541
Valuation Allowance (185,080) 3,854 193,297

Reported Tax Expense (Benefit) $ 3,101 $ 233 $ (166)

In 2020, the Company reduced its net operating loss deferred tax asset and related valuation allowance by $12.5 million due to
changes from the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) and the finalized IRC regulations, that
increased the limitation on the amount of deductible interest expense.

A valuation allowance is established to reduce deferred tax assets if it is determined that it is more likely than not that the
related tax benefit will not be realized. On a quarterly basis, management evaluates the need for and adequacy of valuation
allowances based on the expected realizability of the deferred tax assets and adjusts the amount of such allowances, if
necessary. During 2022, in evaluating whether it was more likely than not that the Company’s net deferred tax assets were
realized through future net income, management considered all available positive and negative evidence, including (i) its
earnings history, (ii) its ability to recover net operating loss carry-forwards, (iii) the projected future income and results of
operations, and (iv) its ability to use tax planning strategies. Based on all the evidence available, management determined it
was more likely than not that the net deferred tax assets, other than the deferred tax asset related to the Company’s alternative
minimum tax credit, were not realizable. The Company’s valuation allowance at December 31, 2022 was $156.3 million.

We intend to continue maintaining a full valuation allowance on our deferred tax assets until there is sufficient evidence to
support the reversal of all or some portion of these allowances. Release of any portion of the valuation allowance would result
in the recognition of certain deferred tax assets and a decrease to income tax expense for the period the release is recorded. It is
reasonably possible that sufficient positive evidence will exist within the next 12 months to release our current valuation
allowance position which would be indicative of our ability to utilize deferred tax assets in the future. The exact timing and
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amount of the valuation allowance release are subject to change based on the evaluation of all evidence and actual results,
including, but not limited to, the level of profitability that we are forecasted to achieve in future periods. At December 31, 2022
and December 31, 2021, the Company maintains a full valuation allowance on its net DTAs.

At December 31, 2022, the Company had a net operating loss carryforward for federal income tax purposes of $520.7 million,
which is net of the IRC Section 382 limitation, and state NOL carryforwards of $686.3 million. The determination of the state
NOL carryforwards is dependent upon apportionment percentages and state laws that can change from year to year and that can
thereby impact the amount of such carryforwards. If unutilized, all of the federal net operating losses will expire from 2031 to
2037, except for $276.5 million of federal net operating losses that have an indefinite life. If unutilized, all of the state net

operating losses will expire from 2023 to 2037, except for $174.5 million of state net operating losses that have an indefinite
life.

The significant components of the Company’s deferred tax assets (liabilities) were as follows:

Year Ended December 31,

(in thousands) 2022 2021

Net Operating Loss (NOLs) and Tax Credit Carryforwards $ 134,103 $ 150,736

Share Based Compensation 901 570

Accrued Interest 1,019 1,031

Allowance for Doubtful Accounts 1,143 919

Crude Oil and Natural Gas Properties and Other Properties (43,415) 124,531

Interest Carryforwards 10,050 —

Derivative Instruments 52,891 63,739

Other (424) (178)
Total Net Deferred Tax Assets (Liabilities) Before Valuation Allowance 156,269 341,348

Valuation Allowance (156,269) (341,348)
Total Net Deferred Tax Assets $ — § —

Tax benefits are recognized only for tax positions that are more likely than not to be sustained upon examination by tax
authorities. The amount recognized is measured as the largest amount of benefit that is greater than 50% likely to be realized
upon ultimate settlement. Unrecognized tax benefits are tax benefits claimed in the Company’s tax returns that do not meet
these recognition and measurement standards. The Company has no liabilities for unrecognized tax benefits.

The Company’s policy is to recognize potential interest and penalties accrued related to unrecognized tax benefits within
income tax expense. For the years ended December 31, 2022, 2021 and 2020, the Company did not recognize any interest or
penalties in its statements of operations, nor did it have any interest or penalties accrued in its balance sheet at December 31,
2022 and 2021 relating to unrecognized benefits.

The tax years 2022, 2021, 2020, and 2019 remain open to examination for federal income tax purposes and by the other major
taxing jurisdictions to which the Company is subject. Additionally, NOLs from 2011-2018 could be adjusted in the future
when such NOLSs are utilized.

NOTE 11 FAIR VALUE

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. Valuation techniques used to measure fair value must maximize the use of observable inputs and minimize
the use of unobservable inputs. The Company uses a fair value hierarchy based on three levels of inputs, of which the first two
are considered observable and the last unobservable, that may be used to measure fair value which are the following:
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Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the
assets or liabilities.

Financial Assets and Liabilities

As required, financial assets and liabilities are classified in their entirety based on the lowest level of input that is significant to
the fair value measurement. The Company’s assessment of the significance of a particular input requires judgment and may
affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels. The following
tables set forth by level within the fair value hierarchy the Company’s financial assets and liabilities that were accounted for at
fair value on a recurring basis as of December 31, 2022 and 2021.

Fair Value Measurements at

December 31, 2022 Using
Quoted Prices
In Active
Markets for Significant
Identical Other Significant
Assets Observable Unobservable
(Liabilities) Inputs Inputs
(In thousands) (Level 1) (Level 2) (Level 3)
Commodity Derivatives — Current Assets $ — 3 34276 $ —
Commodity Derivatives — Noncurrent Assets — 12,547 —
Commodity Derivatives — Current Liabilities — (58,418) —
Commodity Derivatives — Noncurrent Liabilities — (225,905) —
Interest Rate Derivatives — Current Assets — 1,017 —
Contingent Consideration — Current Liabilities — 10,107 —
Total $ — $ (226,376) $ —

Fair Value Measurements at
December 31, 2021 Using

Quoted Prices
In Active
Markets for Significant
Identical Other Significant
Assets Observable Unobservable
(Liabilities) Inputs Inputs
(In thousands) (Level 1) (Level 2) (Level 3)
Commodity Derivatives — Current Assets $ — $ 2,519 $ —
Commodity Derivatives — Noncurrent Assets — 1,740 —
Commodity Derivatives — Current Liabilities — (134,183) —
Commodity Derivatives — Noncurrent Liabilities — (147,762) —
Interest Rate Derivatives — Noncurrent Assets — 123 —
Interest Rate Derivatives — Current Liabilities — (100) —
Total $ — 3 (277,664) $ —

Commodity Derivatives. The Level 2 instruments presented in the tables above consist of commodity derivative instruments
(see Note 12). The fair value of the Company’s commodity derivative instruments is determined based upon future prices,
volatility and time to maturity, among other things. Counterparty statements are utilized to determine the value of the
commodity derivative instruments and are reviewed and corroborated using various methodologies and significant observable
inputs. The Company’s and the counterparties’ nonperformance risk is evaluated. The fair value of commodity derivative

F-33



contracts is reflected in the balance sheet. The current derivative asset and liability amounts represent the fair values expected
to be settled in the subsequent twelve months.

Interest Rate Derivatives. The Level 2 instruments presented in the tables above consist of interest rate derivative instruments
(see Note 12). The fair value of the Company’s interest rate derivative instruments is determined based upon contracted
notional amounts, active market-quoted interest yield curves, and time to maturity, among other things. Counterparty statements
are utilized to determine the value of the interest rate derivative instruments and are reviewed and corroborated using various
methodologies and significant observable inputs. The Company’s and the counterparties’ nonperformance risk is
evaluated. The fair value of interest rate derivative contracts is reflected in the balance sheets. The current derivative asset and
liability amounts represent the fair values expected to be settled in the subsequent twelve months.

Contingent Consideration. These Level 2 instruments presented in the tables above consist of contingent consideration
liabilities potentially payable by the Company in connection with both the Incline Acquisition and the Alpha Acquisition (see
Note 3). The fair value of these liabilities was estimated using observable market data (NYMEX WTI forward price curve) and
Monte Carlo simulation models. The acquisition date fair values were recorded within contingent consideration liabilities on the
Company’s balance sheets. Changes in the fair value of the liability (that are not accounted for as revisions of the acquisition
date fair value) are recorded in other income (expense) on the Company’s statement of operations.

Fair Value of Other Financial Instruments

The carrying amounts of cash equivalents, receivables and payables approximate fair value due to the highly liquid or short-
term nature of these instruments.

Long-term debt is not presented at fair value in the balance sheets, as it is recorded at carrying value, net of unamortized debt
issuance costs and unamortized premium (see Note 4). The fair value of the Company’s Senior Notes and Convertible Notes
was $695.3 million and $543.1 million, respectively, at December 31, 2022. The fair value of the Company’s Senior Notes and
Convertible Notes are based on market quotes that represent Level 2 inputs.

There is no active market for the Revolving Credit Facility. The recorded value of the Revolving Credit Facility approximates
its fair value because of its floating rate structure based on the SOFR spread, secured interest, and the Company’s borrowing

base utilization. The fair value measurement for the Revolving Credit Facility represents Level 2 inputs.

Non-Financial Assets and Liabilities

The initial measurement of AROs at fair value is calculated using discounted cash flow techniques and based on internal
estimates of future retirement costs associated with oil and natural gas properties. Given the unobservable nature of the inputs,
including plugging costs and reserve lives, the initial measurement of the AROs liability is deemed to use Level 3 inputs.
AROs incurred and acquired during the year ended December 31, 2022 were approximately $3.2 million.

The Company issued common stock warrants as a part of the Veritas Acquisition as purchase consideration. The common
stock warrants issued grant holders the right to purchase 1,939,998 shares of the Company’s common stock at an exercise price
equal to $28.30 per share (subject to certain adjustments), which are generally exercisable from April 27, 2022 until January 27,
2029. The fair value of the common stock warrants consideration was determined by utilizing an Option Pricing Model. These
non-recurring fair value measurements are primarily determined using inputs that are observable or can be corroborated by
observable market data (Level 2 inputs).

The Company accounts for acquisitions of oil and natural gas properties under the acquisition method of accounting.
Accordingly, the Company conducts assessments of net assets acquired and recognizes amounts for identifiable assets acquired
and liabilities assumed at the estimated acquisition date fair values, while transaction costs associated with the acquisitions are
expensed as incurred. The Company makes various assumptions in estimating the fair values of assets acquired and liabilities
assumed. The most significant assumptions relate to the estimated fair value of oil and natural gas properties. The fair value of
these properties is measured using a discounted cash flow model that converts future cash flows to a single discounted amount.
These assumptions represent Level 3 inputs under the fair value hierarchy. See Note 3 for additional discussion of the
Company’s acquisitions of oil and natural gas properties during the year ended December 31, 2022 and discussion of the
significant inputs to the valuations.

Though the Company believes the methods used to estimate fair value are consistent with those used by other market

participants, the use of other methods or assumptions could result in a different estimate of fair value. There were no transfers
of financial assets or liabilities between Level 1, Level 2 or Level 3 inputs for the years ended December 31, 2022 and 2021.
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NOTE 12 DERIVATIVE INSTRUMENTS AND PRICE RISK MANAGEMENT

The Company utilizes various commodity price derivative instruments to (i) reduce the effects of volatility in price changes on
the crude oil and natural gas commodities it produces and sells, (ii) reduce commodity price risk and (iii) provide a base level of
cash flow in order to assure it can execute at least a portion of its capital spending. In addition, from time to time the Company
utilizes interest rate swaps to mitigate exposure to changes in interest rates on the Company’s variable-rate indebtedness.

All derivative instruments are recorded in the Company’s balance sheet as either assets or liabilities measured at their fair value
(see Note 11). The Company has not designated any derivative instruments as hedges for accounting purposes and does not
enter into such instruments for speculative trading purposes. If a derivative does not qualify as a hedge or is not designated as a
hedge, the changes in the fair value are recognized in the Company’s statements of operations as a gain or loss on derivative
instruments. Mark-to-market gains and losses represent changes in fair values of derivatives that have not been settled. The
Company’s cash flow is only impacted when the actual settlements under the derivative contracts result in making or receiving
a payment to or from the counterparty. These cash settlements represent the cumulative gains and losses on the Company’s
derivative instruments for the periods presented and do not include a recovery of costs that were paid to acquire or modify the
derivative instruments that were settled.

The Company has master netting agreements on individual derivative instruments with certain counterparties and therefore the
current asset and liability are netted in the balance sheet and the non-current asset and liability are netted in the balance sheet

for contracts with these counterparties.

Commodity Derivative Instruments

The following table presents settlements on commodity derivative instruments and unsettled gains and losses on open
commodity derivative instruments for the periods presented which is recorded in the revenue section of our financial
statements:

Year ended December 31,

(In thousands) 2022 2021 2020

Cash Received (Paid) on Settled Derivatives $ (455,450) $ (165,823) $ 188,264
Non-Cash Mark-to-Market Gain (Loss) on Derivatives 40,187 (312,370) 39,878
Gain (Loss) on Commodity Derivatives, Net $ (415,262) $ (478,193) $ 228,141

The following table summarizes open commodity derivative positions as of December 31, 2022, for commodity derivatives that
were entered into through December 31, 2022, for the settlement period presented:
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2023 2024 2025 2026
Oil:
WTINYMEX - Swaps:
Volume (Bbl) 7,689,250 2,177,775 — —
Weighted-Average Price ($/Bbl) $ 7530 $ 7598 $ — —
WTINYMEX - Swaptions":
Volume (Bbl) — 2,424,750 684,375 1,827,920
Weighted-Average Price ($/Bbl) $ — 3 67.61 $ 61.68 $ 62.29
WTI NYMEX - Call Options'":
Volume (Bbl) 730,000 4,362,210 2,647,345 —
Weighted-Average Price ($/Bbl) $ 63.48 $ 6271 $ 7154 § —
WTINYMEX - Collars:
Volume (Bbl) 3,816,000 1,989,250 478,500 —
Weighted-average floor price (Bbl) $ 7445 $ 6991 $ 70.00 $ =
Weighted-average ceiling price (Bbl) $ 89.43 $ 86.15 $ 78.62 $ —
Natural Gas:
Henry Hub NYMEX - Swaps:
Volume (MMBtu) 18,921,000 9,040,000 — —
Weighted-Average Price ($/MMBtu) $ 454 § 419 $ — 3 —
Waha Swaps:
Volume (MMBtu) 2,250,000 — — —
Weighted-Average Price ($/MMBtu) $ 369 § — 3 — 3 —
Waha Inside FERC to Henry Hub - Basis Swaps:
Volume (MMBtu) 2,105,000 2,562,000 2,128,000 —
Weighted-Average Differential ($/MMBtu) $ (1.52) $ (1.53) $ (1.53) $ =
Henry Hub NYMEX - Call Options:
Volume (MMBtu) — 5,490,000 5,475,000 —
Weighted-Average Price ($/MMBtu) $ — 3 387 §$ 3.87
Henry Hub NYMEX - Collars:
Volume (MMBtu) 18,187,500 1,820,000
Weighted-average floor price ($/MMBtu) $ 416 $ 400 $ — 3 —
Weighted-average ceiling price ($/MMBtu) $ 6.76 § 8.02 $ — 3 —
NE - TETCO M2 - Basis Swaps:
Volume (MMBtu) 15,040,000 3,660,000 — —
Weighted-Average Differential ($/MMBtu) $ (1.04) $ (1.24) $ — 3 —

() Swaptions are crude oil derivative contracts that give counterparties the option to extend certain derivative contracts for
additional periods. Call Options are crude oil derivative contracts sold by the Company that give counterparties the option
to exercise certain derivative contracts. The volumes and prices reflected as Swaptions and Call Options in this table will
only be effective if the options are exercised by the applicable counterparties.

Interest Rate Derivative Instruments

The Company uses interest rate swaps to effectively convert a portion of its variable rate indebtedness to fixed rate
indebtedness. As of December 31, 2022, the Company had interest rate swaps with a total notional amount of $100.0 million.
The settlement of these derivative instruments is recognized as a component of interest expense in the statements of operations.
The mark-to-market component of these derivative instruments is recognized in gain (loss) on unsettled interest rate derivatives,
net in the statements of operations.
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Other Information Regarding Derivative Instruments

The following table sets forth the amounts, on a gross basis, and classification of the Company’s outstanding derivative
financial instruments at December 31, 2022 and 2021, respectively. Certain amounts may be presented on a net basis on the
financial statements when such amounts are with the same counterparty and subject to a master netting arrangement:

December 31,

(In thousands) Estimated Fair Value

Type of Commodity Balance Sheet Location 2022 2021

Derivative Assets:
Commodity Price Swap Contracts Current Assets $ 30,513 $ 4,272
Commodity Basis Swap Contracts Current Assets 5,620 1,916
Interest Rate Swap Contracts Current Assets 1,017 89
Commodity Price Swaptions Contracts ~ Current Assets — 3,020
Commodity Price Collar Contracts Current Assets 40,652 1,963
Commodity Price Swap Contracts Noncurrent Assets 11,490 3,619
Commodity Basis Swap Contracts Noncurrent Assets 547 309
Commodity Price Collar Contracts Noncurrent Assets 29,538 407
Interest Rate Swap Contracts Noncurrent Assets — 123

Total Derivative Assets $ 119,377 $ 15,719

Derivative Liabilities:

Commodity Price Swap Contracts Current Liabilities $ (53,386) $ (138,389)
Commodity Basis Swap Contracts Current Liabilities (4,407) (1,309)
Commodity Price Swaptions Contracts ~ Current Liabilities — (3,020)
Interest Rate Swap Contracts Current Liabilities — (189)
Commodity Price Collar Contracts Current Liabilities (29,218) (119)
Commodity Price Call Option Contracts Current Liabilities (13,916) —
Commodity Price Swap Contracts Noncurrent Liabilities (8,343) (8,465)
Commodity Basis Swap Contracts Noncurrent Liabilities (3,071) (823)
Commodity Price Collar Contracts Noncurrent Liabilities (33,210) (275)
Commodity Price Call Option Contracts Noncurrent Liabilities (132,794) (71,815)
Commodity Price Swaptions Contracts ~ Noncurrent Liabilities (77,515) (68,980)
Total Derivative Liabilities $ (355,860) $ (293,383)

The use of derivative transactions involves the risk that the counterparties will be unable to meet the financial terms of such
transactions. When the Company has netting arrangements with its counterparties that provide for offsetting payables against
receivables from separate derivative instruments these assets and liabilities are netted in the balance sheet. The tables presented
below provide reconciliation between the gross assets and liabilities and the amounts reflected in the balance sheet. The
amounts presented exclude derivative settlement receivables and payables as of the balance sheet dates.
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Estimated Fair Value at December 31, 2022
Net Amounts of

Gross Amounts of Gross Amounts Assets (Liabilities)
Recognized Assets Offset on the Presented on the
(In thousands) (Liabilities) Balance Sheet Balance Sheet
Offsetting of Derivative Assets:
Current Assets $ 77,802 $ (42,509) $ 35,293
Non-Current Assets 41,575 (29,028) 12,547
Total Derivative Assets $ 119,377 $ (71,537) $ 47,840
Offsetting of Derivative Liabilities:
Current Liabilities $ (100,927) $ 42,509 $ (58,418)
Non-Current Liabilities (254,933) 29,028 (225,905)
Total Derivative Liabilities $ (355,860) $ 71,537 $ (284,324)

Estimated Fair Value at December 31, 2021
Net Amounts of

Gross Amounts of Gross Amounts Assets (Liabilities)
Recognized Assets Offset on the Presented on the
(In thousands) (Liabilities) Balance Sheet Balance Sheet
Offsetting of Derivative Assets:
Current Assets $ 11,261  $ (8,742) $ 2,519
Non-Current Assets 4,458 (2,595) 1,863
Total Derivative Assets $ 15,719 $ (11,337) $ 4,382
Offsetting of Derivative Liabilities:
Current Liabilities $ (143,025) $ 8,742 § (134,283)
Non-Current Liabilities (150,357) 2,595 (147,762)
Total Derivative Liabilities $ (293.383) $ 11,337 $ (282,045)

All of the Company’s outstanding derivative instruments are covered by International Swap Dealers Association Master
Agreements (“ISDAs”) entered into with parties that are also lenders under the Company’s Revolving Credit Facility. The
Company’s obligations under the derivative instruments are secured pursuant to the Revolving Credit Facility, and no
additional collateral had been posted by the Company as of December 31, 2022. The ISDAs may provide that as a result of
certain circumstances, such as cross-defaults, a counterparty may require all outstanding derivative instruments under an ISDA
to be settled immediately. See Note 11 for the aggregate fair value of all derivative instruments that were in a net liability
position at December 31, 2022 and 2021.

NOTE 13 EARNINGS PER SHARE

The reconciliation of the numerators and denominators used to calculate basic EPS and diluted EPS for the years ended
December 31, 2022, 2021 and 2020 are as follows:
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December 31,

(In thousands, except share and per share data) 2022 2021 2020

Net Income (Loss) $ 773,237 $ 6,361 $ (906,041)
Less: Cumulative Dividends on Preferred Stock 9,803 14,761 15,266
Less: Premium on Repurchase of Preferred Stock 35,731 — —

Net Income (Loss) Attributable to Common Stock $ 727,703 $ (8,400) $ (921,307)

Weighted Average Common Shares Outstanding:

Weighted Average Common Shares Outstanding — Basic 78,557,216 62,989,543 42,744,639
Plus: Dilutive Effect of Restricted Stock, Preferred Stock, and

Common Stock Warrants 8,118,149 — —
Weighted Average Common Shares Outstanding — Diluted 86,675,365 62,989,543 42,744,639

Net Income (Loss) per Common Share:

Basic $ 926 $ 0.13) $ (21.55)
Diluted $ 892 $ 0.13) $ (21.55)

For the years ended December 31, 2021 and 2020, the Company’s potentially dilutive securities, which include restricted stock
and convertible preferred shares, have been excluded from the computation of diluted net loss per share as the effect would be
to reduce the net loss per share. Therefore, the weighted average number of common shares outstanding used to calculate both
basic and diluted net loss per share attributable to common stockholders is the same.

As of December 31, 2022, the conversion spread for the Convertible Notes were anti-dilutive as the average market price of the

Company’s common stock for a given period did not exceed the conversion price. The following securities have been excluded
from the calculation of diluted weighted average common shares outstanding as the inclusion of these securities would have an
anti-dilutive effect:

December 31,

2022 2021 2020
Restricted Stock Awards — 150,011 98,595
Series A Preferred Stock (if converted) — 9,758,871 9,899,376
Warrants — 468,325 —
Total — 10,377,207 9,997,971

NOTE 14 SUBSEQUENT EVENTS
MPDC Acquisition

On January 5, 2023, the Company completed its previously announced acquisition of certain oil and gas properties, interests
and related assets from Midland Petro D.C. Partners, LLC and Collegiate Midstream LLC (collectively, “MPDC”), effective as
of August 1, 2022. At closing, the Company acquired a 39.958% working interest in MPDC’s four-unit development project in
the Permian Midland Basin. The total estimated closing consideration consisted of $320.0 million in cash (which included a
$43.0 million cash deposit previously paid by the Company into escrow in October 2022). The cash closing payment is net of
preliminary and customary purchase price adjustments and remains subject to final post-closing settlement between the
Company and MPDC. The Company has considered the disclosure requirements of ASC 805-10-50-2 and ASC 805-10-50-4
but has not included the required disclosures due to the timing of the transaction relative to the date of the report containing
these financial statements.
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SUPPLEMENTAL OIL AND GAS INFORMATION
(UNAUDITED)

Oil and Natural Gas Exploration and Production Activities

Oil and natural gas sales reflect the market prices of net production sold or transferred with appropriate adjustments for
royalties, net profits interest, and other contractual provisions. Production expenses include lifting costs incurred to operate and
maintain productive wells and related equipment including such costs as operating labor, repairs and maintenance, materials,
supplies and fuel consumed. Production taxes include production and severance taxes. Depletion of crude oil and natural gas
properties relates to capitalized costs incurred in acquisition, exploration, and development activities. Results of operations do
not include interest expense and general corporate amounts. The results of operations for the Company’s crude oil and natural
gas production activities are provided in the Company’s related statements of income.

Costs Incurred and Capitalized Costs

The costs incurred in crude oil and natural gas acquisition, exploration and development activities are highlighted in the table
below.

December 31,

(In thousands) 2022 2021 2020
Costs Incurred for the Year:

Proved Property Acquisition and Other $ 1,036,412 $ 434519 § 50,345
Unproved Property Acquisition 51,097 19,358 770
Development 386,972 202,325 162,797
Total $ 1,474,482 § 656,202 $ 213,912

Excluded costs for unproved properties are accumulated by year. Costs are reflected in the full cost pool as the drilling costs
are incurred or as costs are evaluated and deemed impaired. The Company anticipates these excluded costs will be included in
the depletion computation over the next five years. The Company is unable to predict the future impact on depletion rates. The
following is a summary of capitalized costs excluded from depletion at December 31, 2022 by year incurred.

December 31,
(In thousands) 2022 2021 2020 Prior Years
Property Acquisition $ 17,659 $ 16,337 $ 160 $ 7,409
Development — — — —
Total $ 17,659 $ 16,337 $ 160 $ 7,409

Oil and Natural Gas Reserves and Related Financial Data
Information with respect to the Company’s crude oil and natural gas producing activities is presented in the following tables.

Reserve quantities, as well as certain information regarding future production and discounted cash flows, were determined by
the Company and audited by Cawley, Gillespie & Associates, Inc., our third-party independent reserve engineers.
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Oil and Natural Gas Reserve Data

The following tables present the Company’s estimates of its proved crude oil and natural gas reserves. The Company
emphasizes that reserves are approximations and are expected to change as additional information becomes available.
Reservoir engineering is a subjective process of estimating underground accumulations of crude oil and natural gas that cannot
be measured in an exact way, and the accuracy of any reserve estimate is a function of the quality of available data and of
engineering and geological interpretation and judgment.

Natural Gas il
(In thousands) (MCF) (BBLS) BOE
Proved Developed and Undeveloped Reserves at December 31, 2019 189,318 131,754 163,307
Revisions of Previous Estimates (21,512) (33,289) (36,874)
Extensions, Discoveries and Other Additions 8,308 6,921 8,306
Production (16,473) (9,361) (12,107)
Proved Developed and Undeveloped Reserves at December 31, 2020 159,641 96,025 122,632
Revisions of Previous Estimates 89,115 19,914 34,766
Extensions, Discoveries and Other Additions 32,432 12,759 18,164
Purchases of Minerals in Place 700,610 14,985 131,753
Production (44,074) (12,288) (19,634)
Proved Developed and Undeveloped Reserves at December 31, 2021 937,724 131,395 287,682
Revisions of Previous Estimates (14,678) (2,787) (5,233)
Extensions, Discoveries and Other Additions 54,431 22,563 31,635
Purchases of Minerals in Place 99,760 27,660 44,286
Production (68,829) (16,090) (27,562)
Proved Developed and Undeveloped Reserves at December 31, 2022 1,008,407 162,741 330,808
Proved Developed Reserves:
December 31, 2019 116,846 77,160 96,634
December 31, 2020 114,060 65,135 84,145
December 31, 2021 498,558 87,505 170,598
December 31, 2022 611,856 112,626 214,602
Proved Undeveloped Reserves:
December 31, 2019 72,473 54,594 66,673
December 31, 2020 45,581 30,890 38,487
December 31, 2021 439,165 43,890 117,084
December 31, 2022 396,551 50,115 116,207

Proved reserves are estimated quantities of crude oil and natural gas, which geological and engineering data indicate with
reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating conditions.
Proved developed reserves are proved reserves that can be expected to be recovered through existing wells with existing
equipment and operating methods. Proved undeveloped reserves are included for reserves for which there is a high degree of
confidence in their recoverability and they are scheduled to be drilled within the next five years.

F-41



Notable changes in proved reserves for the year ended December 31, 2022 included the following:

»  Extensions and discoveries. In 2022, total extensions and discoveries of 31.6 MMBoe were primarily attributable to
successful drilling operations as well as the addition of proved undeveloped locations. Included in these extensions
and discoveries were 13.3 MMBoe as a result of successful drilling operations and 18.3 MMBoe as a result of
additional proved undeveloped locations.

*  Purchases of minerals in place. In 2022, total purchases of minerals in place of 44.3 MMBoe were primarily
attributable to acquisitions of oil and natural gas properties (see Note 3).

*  Revisions to previous estimates. In 2022, revisions to previous estimates decreased proved developed and
undeveloped reserves by a net amount of 5.2 MMBoe. Included in these revisions were 10.2 MMBoe of upward
adjustments caused by higher crude oil and natural gas prices, a 1.0 MMBoe downward adjustment attributable to
increased operating costs and 14.4 MMBoe of downward adjustments related to the removal of undeveloped drilling
locations related to the 5-year rule and other adjustments.

Notable changes in proved reserves for the year ended December 31, 2021 included the following:

»  Extensions and discoveries. In 2021, total extensions and discoveries of 18.2 MMBoe were primarily attributable to
successful drilling operations as well as the addition of proved undeveloped locations. Included in these extensions
and discoveries were 4.9 MMBoe as a result of successful drilling operations and 13.3 MMBoe as a result of
additional proved undeveloped locations.

*  Purchases of minerals in place. In 2021, total purchases of minerals in place of 131.8 MMBoe were primarily
attributable to acquisitions of oil and natural gas properties (see Note 3).

*  Revisions to previous estimates. In 2021, revisions to previous estimates increased proved developed and undeveloped
reserves by a net amount of 34.8 MMBoe. Included in these revisions were 50.2 MMBoe of upward adjustments
caused by higher crude oil and natural gas prices, a 1.1 MMBoe downward adjustment attributable to well
performance when comparing the Company’s reserve estimates at December 31, 2021 to December 31, 2020 and 14.2
MMBoe of downward adjustments related to the removal of undeveloped drilling locations related to the 5-year rule
and other adjustments.

Notable changes in proved reserves for the year ended December 31, 2020 included the following:

»  Extensions and discoveries. In 2020, total extensions and discoveries of 8.3 MMBoe were primarily attributable to
successful drilling in the Williston Basin as well as the addition of proved undeveloped locations. Included in these
extensions and discoveries were 3.1 MMBoe as a result of successful drilling in the Williston Basin and 5.2 MMBoe
as a result of additional proved undeveloped locations.

*  Revisions to previous estimates. In 2020, revisions to previous estimates decreased proved developed and
undeveloped reserves by a net amount of 36.9 MMBoe. Included in these revisions were 33.8 MMBoe of downward
adjustments caused by lower crude oil and natural gas prices, a 0.7 MMBoe downward adjustment attributable to well
performance when comparing the Company’s reserve estimates at December 31, 2020 to December 31, 2019 and 2.3
MMBoe of downward adjustments related to the removal of undeveloped drilling locations related to the 5-year rule.
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Standardized Measure of Discounted Future Net Cash Inflows and Changes Therein

The following table presents a standardized measure of discounted future net cash flows relating to proved crude oil and natural
gas reserves, and the changes in standardized measure of discounted future net cash flows relating to proved crude oil and
natural gas were prepared in accordance with the provisions of ASC 932 Extractive Activities - Oil and Gas. Future cash
inflows were computed by applying average prices of crude oil and natural gas for the last 12 months to estimated future
production. Future production and development costs were computed by estimating the expenditures to be incurred in
developing and producing the proved crude oil and natural gas reserves at the end of the year, based on year-end costs and
assuming continuation of existing economic conditions. Future income tax expenses were calculated by applying appropriate
year-end tax rates to future pretax cash flows relating to proved crude oil and natural gas reserves, less the tax basis of
properties involved and tax credits and loss carry forwards relating to crude oil and natural gas producing activities. Future net
cash flows are discounted at the rate of 10% annually to derive the standardized measure of discounted future cash flows.
Actual future cash inflows may vary considerably, and the standardized measure does not necessarily represent the fair value of
the Company’s crude oil and natural gas reserves.

December 31,

(In thousands) 2022 2021 2020
Future Cash Inflows $ 22,452,776  $ 11,339,861 $ 3,395,670
Future Production Costs (6,820,784) (4,213,186) (1,747,325)
Future Development Costs (1,145,225) (932,480) (416,507)
Future Income Tax Expense (2,764,111) (947,303) (3,273)
Future Net Cash Inflows $ 11,722,656 $ 5,246,892 $ 1,228,565
10% Annual Discount for Estimated Timing of Cash Flows (5,285,758) (2,356,783) (516,554)
Standardized Measure of Discounted Future Net Cash Flows $ 6,436,898 $ 2,890,109 $ 712,011

The twelve-month average prices were adjusted to reflect applicable transportation and quality differentials on a well-by-well
basis to arrive at realized sales prices used to estimate the Company’s reserves. The price of other liquids is included in natural
gas. The prices for the Company’s reserve estimates were as follows:

Natural Gas Oil

MCF Bbl
December 31, 2022 $ 743 § 91.95
December 31, 2021 $ 337 $ 62.25
December 31, 2020 $ 161 $ 32.69

The expected tax benefits to be realized from utilization of the net operating loss and tax credit carryforwards are used in the
computation of future income tax cash flows. As a result of available net operating loss carryforwards and the remaining tax
basis of its assets at December 31, 2022, the Company’s future income taxes were significantly reduced.
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Changes in the Standardized Measure of Discounted Future Net Cash Flows at 10% per annum follow:

(In thousands)
Beginning of Period

Sales of Oil and Natural Gas Produced, Net of Production Costs

Extensions and Discoveries

Previously Estimated Development Cost Incurred During the Period

Net Change of Prices and Production Costs
Change in Future Development Costs
Revisions of Quantity and Timing Estimates
Accretion of Discount

Change in Income Taxes

Purchases of Minerals in Place

Other

End of Period
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December 31,

2022 2021 2020
2,890,109 $ 712,011 $ 1,678,061
(1,566,927) (727,317) (177,932)
888,067 258,399 52,232
147,439 85,526 78,633
3,424,794 1,366,197 (815,278)
141,884 (103,806) (150,991)
(134,880) 607,774 (280,481)
334,109 71,254 182,202
(1,014,277) (450,455) 143,438
1,157,060 940,910 —
169,521 129,615 19,902
6,436,898 $ 2,890,109 $ 712,011
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