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Definitions of Certain Terms and Conventions Used Herein

Within this Report, the following terms and conventions have specific meanings:

¢Bbl" means a standard barrel containing 42 United States gallons.

¢Bef" means one billion cubic feet.

"BOE" means a barrel of oil equivalent and is a standard convention used to express oil and gas volumes on a
comparable oil equivalent basis. Gas equivalents are determined under the relative energy content method by using
the ratio of six thousand cubic feet of gas to one Bbl of oil or natural gas liquid.

¢BOEPD" means BOE per day.

JBtu" means British thermal unit, which is a measure of the amount of energy required to raise the temperature of one
pound of water one degree Fahrenheit.

¢CBM" means coal bed methane.

JConway" means the daily average natural gas liquids components as priced in Oil Price Information Services
("OPIS") in the table "U.S. and Canada LP — Gas Weekly Averages" at Conway, Kansas.

¢DD&A" means depletion, depreciation and amortization.

Field fuel" means gas consumed to operate field equipment (primarily compressors) prior to the gas being delivered
to a sales point.

¥GAAP" means accounting principles that are generally accepted in the United States of America.

¢LIBOR" means London Interbank Offered Rate, which is a market rate of interest.

¢MBDbI" means one thousand Bbls.

YMBOE" means one thousand BOEs.

¢#Mctf" means one thousand cubic feet and is a measure of gas volume.

YMMBbI" means one million Bbls.

YMMBOE" means one million BOEs.

YMMBtu" means one million Btus.

¢MMcf" means one million cubic feet.

.Mont Belvieu" means the daily average natural gas liquids components as priced in OPIS in the table "U.S. and
Canada LP — Gas Weekly Averages" at Mont Belvieu, Texas.

¥NGL" means natural gas liquid.

¥NYMEX" means the New York Mercantile Exchange.

¥NYSE" means the New York Stock Exchange.

¢Pioneer” or the "Company" means Pioneer Natural Resources Company and its subsidiaries.

¢Pioneer Southwest" means Pioneer Southwest Energy Partners L.P. and its subsidiaries.

"Proved developed reserves" mean reserves that can be expected to be recovered through existing wells with existing
equipment and operating methods or in which the cost of the required equipment is relatively minor compared to the
cost of a new well.

"Proved reserves" mean those quantities of oil and 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
eontracts 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.

(i) 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 oil or 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 ("LKH") as seen in a well penetration unless geoscience, engineering, or performance data and reliable
technology establishes a lower contact with reasonable certainty.
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(iii) Where direct observation from well penetrations has defined a highest known oil ("HKO") 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.
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(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 12-month period prior to the ending date of the period covered
by the report, determined as an unweighted arithmetic average of the first-day-of-the-month price for each month
within such period, unless prices are defined by contractual arrangements, excluding escalations based upon future
conditions.

JProved undeveloped reserves" means reserves that are expected to be recovered from new wells on undrilled acreage,
or from existing wells where a relatively major expenditure is required for recompletion.

(1) Reserves on undrilled acreage shall be limited to those directly offsetting development spacing areas that are
reasonably certain of production when drilled, unless evidence using reliable technology exists that establishes
reasonable certainty of economic producibility at greater distances.

(i1) Undrilled locations can be classified as having proved undeveloped reserves only if a development plan has been
adopted indicating that they are scheduled to be drilled within five years, unless the specific circumstances, justify a
longer time.

(iii) Under no circumstances shall estimates for proved undeveloped reserves be 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 projects in the same reservoir or an analogous reservoir, or by other evidence using
reliable technology establishing reasonable certainty.

¢¥SEC" means the United States Securities and Exchange Commission.

"Standardized Measure" means the after-tax present value of estimated future net cash flows of proved reserves,
determined in accordance with the rules and regulations of the SEC, using prices and costs employed in the
determination of proved reserves and a ten percent discount rate.

¢U.S." means United States.

YWTI" means West Texas intermediate, a light, sweet blend of oil produced from fields in western Texas.

With respect to information on the working interest in wells, drilling locations and acreage, "net" wells, drilling
locations and acres are determined by multiplying "gross” wells, drilling locations and acres by the Company's
working interest in such wells, drilling locations or acres. Unless otherwise specified, wells, drilling locations and
acreage statistics quoted herein represent gross wells, drilling locations or acres.

Unless otherwise indicated, all currency amounts are expressed in U.S. dollars.

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this "Report") contains forward-looking statements that involve risks and
uncertainties. When used in this document, the words "believes," "plans," "expects," "anticipates," "forecasts,"
"intends," "continue," "may," "will," "could," "should," "future," "potential," "estimate," or the negative of such terms
and similar expressions as they relate to the Company are intended to identify forward-looking statements, which are
generally not historical in nature. The forward-looking statements are based on the Company's current expectations,
assumptions, estimates and projections about the Company and the industry in which the Company operates. Although
the Company believes that the expectations and assumptions reflected in the forward-looking statements are
reasonable as and when made, they involve risks and uncertainties that are difficult to predict and, in many cases,
beyond the Company's control. In addition, the Company may be subject to currently unforeseen risks that may have a
materially adverse effect on it. Accordingly, no assurances can be given that the actual events and results will not be
materially different from the anticipated results described in the forward-looking statements. See "Item 1. Business —
Competition, Markets and Regulations," "Item 1A. Risk Factors," "Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations" and "Item 7A. Quantitative and Qualitative Disclosures About Market
Risk" for a description of various factors that could materially affect the ability of Pioneer to achieve the anticipated

nn non
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results described in the forward-looking statements. Readers are cautioned not to place undue reliance on
forward-looking statements, which speak only as of the date hereof. The Company undertakes no duty to publicly
update these statements except as required by law.
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PART I

ITEM 1. BUSINESS

General

The Company is a large independent oil and gas exploration and production company with operations in the United
States. Pioneer is a holding company whose assets consist of direct and indirect ownership interests in, and whose
business is conducted substantially through, its subsidiaries. Pioneer's common stock is listed and traded on the NYSE
under the ticker symbol "PXD."

The Company is a Delaware corporation formed in 1997. The Company's executive offices are located at 5205 N.
O'Connor Blvd., Suite 200, Irving, Texas 75039. The Company's telephone number is (972) 444-9001. The Company
maintains another office in Midland, Texas. At December 31, 2015, the Company had 3,732 employees, 1,533 of
whom were employed in field and plant operations and 853 of whom were employed in vertical integration activities.
Available Information

Pioneer files or furnishes annual, quarterly and current reports, proxy statements and other documents with the SEC
under the Securities Exchange Act of 1934 (the "Exchange Act"). The public may read and copy any materials that
Pioneer files with the SEC at the SEC's Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. The
public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
Also, the SEC maintains an Internet website that contains reports, proxy and information statements, and other
information regarding issuers, including Pioneer, that file electronically with the SEC. The public can obtain any
documents that Pioneer files with the SEC at http://www.sec.gov.

The Company also makes available free of charge through its Internet website (www.pxd.com) its Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and, if applicable, amendments to those
reports filed or furnished pursuant to Section 13(a) of the Exchange Act as soon as reasonably practicable after it
electronically files such material with, or furnishes it to, the SEC. In addition to the reports filed or furnished with the
SEC, Pioneer publicly discloses information from time to time in its press releases, investor presentations posted on its
website and in publicly accessible conferences. Such information, including information posted on or connected to the
Company's website, is not a part of, or incorporated by reference in, this Report or any other document the Company
files with or furnishes to the SEC.

Mission and Strategies

The Company's mission is to enhance shareholder investment returns through strategies that maximize Pioneer's
long-term profitability and net asset value. The strategies employed to achieve this mission are predicated on
maintaining financial flexibility, capital allocation discipline and enhancing net asset value through accretive drilling
programs, joint ventures and acquisition and divestiture activities. These strategies are primarily anchored by the
Company's interests in the long-lived Spraberry/Wolfcamp oil field located in West Texas, which has an estimated
remaining productive life in excess of 40 years. Underlying the Spraberry/Wolfcamp field is 70 percent of the
Company's total proved oil and gas reserves as of December 31, 2015. Complementing this growth area, the Company
has oil and gas production activities and development and exploration opportunities in the following areas:

the liquid-rich Eagle Ford Shale play located in South Texas;

the Raton gas field located in southern Colorado;

the West Panhandle gas and liquids field located in the Texas Panhandle; and

the Edwards gas field located in South Texas.

Business Activities

The Company is an independent oil and gas exploration and production company. Pioneer's purpose is to
competitively and profitably explore for, develop and produce oil and gas reserves. In so doing, the Company sells
homogenous oil, NGL and gas units that, except for geographic and relatively minor quality differences, cannot be
significantly differentiated from units offered for sale by the Company's competitors. Competitive advantage is gained
in the oil and gas exploration and development industry by employing well-trained and experienced personnel who
make prudent capital investment decisions based on management direction, embrace technological innovation and are

10
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focused on price and cost management.

Petroleum industry. Until the middle of 2014, North American oil prices had been fairly stable despite the significant
increase in United States oil production from unconventional shale plays. During such time, the growth in North
American oil production had been offset by reduced oil imports, keeping supply and demand fairly balanced in the
United States. On an international level, the geopolitical factors negatively impacting international oil supplies were
offset by the decline in exports to
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the United States, resulting in generally stable world oil prices. During the second half of 2014, however, as United

States production continued to surge, worldwide demand was sluggish, reflecting the decline in the Chinese growth
rate, the lingering recession in Europe and weaker economic performance in other regions, resulting in a worldwide
oversupply of oil and oil price weakness. During the fourth quarter of 2014, members of the Organization of
Petroleum Exporting Countries ("OPEC") decided to maintain production quotas at current levels despite production
outpacing demand. This caused oil prices, which had already been declining, to decrease significantly in December
2014. The market oversupply of oil continued in 2015, resulting in further declines in oil prices, and the supply of oil
in 2016 is expected to continue to outpace demand growth, with worldwide storage levels continuing to increase. With
major world producers expecting to continue producing at current levels and the re-introduction of Iranian supplies
previously subject to international sanctions, oil prices are expected to remain under pressure during 2016.

The growth of unconventional shale drilling has also substantially increased the supply of NGLs, resulting in a
significant decline in NGL component prices as the supply of such products has grown. While more export facilities
have been built and NGL exports are increasing, the overall United States demand for NGL products has not kept pace
with the supply of such products; consequently, prices for NGL products have generally declined over the past three
years. NGL product supplies are expected to remain at elevated levels during 2016, which is expected to keep NGL
prices under pressure during 2016.

The decline in North American gas prices from 2009 through 2012 was primarily a result of significant discoveries of
gas and associated gas reserves in United States gas, oil and liquid-rich shale plays, combined with minimal economic
demand growth in the United States. The increases in gas prices during the latter part of 2013 and the first nine
months of 2014 were primarily related to reduced drilling activity in gas shale plays coupled with demand increases
associated with colder winter weather, which resulted in reduced gas storage levels during 2014. Gas prices began
decreasing in the fourth quarter of 2014 and continued to decline throughout 2015 and into 2016 as a result of supply
increases and warmer than normal winter weather, which has resulted in gas storage levels being at historical highs.
The current oversupply of gas is expected to continue during 2016.

Oil prices continue to be primarily driven by world supply and demand fundamentals. Recent increases in United
States oil, NGL and gas production volumes from the Permian Basin, Eagle Ford, Bakken, Marcellus and Utica areas
have been met with lower demand, higher storage levels and pipeline, gas plant and NGL fractionation infrastructure
capacity limitations. These factors led to a reduction during 2015 in United States NYMEX oil, NGL and gas prices
compared to international prices for similar commodities, including Brent oil prices, although United States and
international prices have recently converged as a result of the lifting of the United States oil export ban in December
2015.

Since 2010, the United States economy, along with the economies of a few other countries, has generally been stable,
achieving modest improvements in industrial demand and consumer confidence. However, other economies, such as
those of certain European and Asian nations, continue to face economic struggles or slowing economic growth.
Consequently, the worldwide economy has remained sluggish despite multiple stimulus packages being enacted by
various governments. The outlook for a worldwide economic recovery remains uncertain; therefore, the likelihood of
a sustained recovery in worldwide demand for energy is difficult to predict. As a result, the Company believes it is
likely that commodity prices will continue to be volatile during 2016.

Significant factors that will affect 2016 commodity prices include: the impact of announced capital spending
decreases on forecasted United States oil, NGL and gas supplies; the ongoing effect of economic stimulus initiatives;
fiscal challenges facing the United States federal government and potential changes to the tax laws in the United
States; continuing economic struggles in European and Asian nations; political and economic developments in North
Africa and the Middle East; demand from Asian and European markets; the extent to which members of OPEC and
other oil exporting nations are willing or able to manage oil supply through export quotas; the supply and demand
fundamentals for NGLs in the United States and the pace at which export capacity grows; and overall North American
gas supply and demand fundamentals, including gas storage levels that are anticipated to be higher than normal at the
end of the winter draw season.

12
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Pioneer uses commodity derivative contracts to mitigate the effect of commodity price volatility on the Company's net
cash provided by operating activities and its net asset value. Although the Company has entered into commodity
derivative contracts for a large portion of its forecasted production through 2016, the lower commodity price
environment has resulted in lower realized prices for unprotected volumes and a reduction in the prices at which the
Company is able to enter into derivative contracts on additional volumes in the future. As a result, the Company's
internal cash flows have been negatively impacted by the reduction in commodity prices and are expected to continue
to be impacted until commodity prices improve. If commodity prices remain at current levels or decline further, the
Company could experience a shortfall in expected future cash flows, which could negatively affect the Company's
liquidity, financial position and future results of operations. See "Item 7A. Quantitative and Qualitative Disclosures
About Market Risk" and Note E of Notes to Consolidated Financial Statements included in "Item 8. Financial
Statements and Supplementary Data" for information regarding the Company's open derivative positions as of
December 31, 2015, and subsequent changes to these positions.

7
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The Company. The Company's growth plan is primarily anchored by horizontal drilling in the Spraberry/Wolfcamp
oil field located in West Texas. Complementing this growth area, the Company has oil and gas production activities
and development and exploration opportunities in the liquid-rich Eagle Ford Shale field located in South Texas, the
Raton gas field located in southern Colorado, the West Panhandle gas and liquids field located in the Texas Panhandle
and the Edwards gas field located in South Texas. Combined, these assets create a portfolio of resources and
opportunities that are well balanced and diversified among oil, NGL and gas, and that are also well balanced among
long-lived, dependable production and lower-risk exploration and development opportunities. The Company has a
team of dedicated employees who represent the professional disciplines and sciences that the Company believes are
necessary to allow Pioneer to maximize the long-term profitability and net asset value inherent in its physical assets.
Production. The Company focuses its efforts towards maximizing its average daily production of oil, NGLs and gas
through development drilling, production enhancement activities and acquisitions of producing properties, while
minimizing the controllable costs associated with the production activities. For the year ended December 31, 2015, the
Company's production from continuing operations of 74 MMBOE, excluding field fuel usage, represented a 12
percent increase over production from continuing operations during 2014. Production, price and cost information with
respect to the Company's properties for 2015, 2014 and 2013 is set forth in "Item 2. Properties — Selected Oil and Gas
Information — Production, price and cost data."

Development activities. The Company seeks to increase its proved oil and gas reserves, production and cash flow
through development drilling and by conducting other production enhancement activities, such as well recompletions.
During the three years ended December 31, 2015, the Company drilled 870 gross (719 net) development wells, with
over 99 percent of the wells being successfully completed as productive wells, at a total drilling cost (net to the
Company's interest) of $3.9 billion.

The Company believes that its current property base provides a substantial inventory of prospects for future reserve,
production and cash flow growth. The Company's proved reserves as of December 31, 2015 include proved
undeveloped reserves and proved developed reserves that are behind pipe of 47 MMBDbIs of oil, 15 MMBbls of NGLs
and 157 Bcf of gas. The Company believes that its proved reserves provide a meaningful portfolio of development
opportunities. The timing of the development of these proved reserves will be dependent upon commodity prices,
drilling and operating costs and the Company's expected operating cash flows and financial condition.

Exploratory activities. The Company has devoted significant efforts and resources to hiring and developing a highly
skilled geoscience staff as well as acquiring a significant portfolio of lower-risk exploration opportunities that are
expected to be evaluated and tested over the next decade and beyond. Exploratory and extension drilling involve
greater risks of dry holes or failure to find commercial quantities of hydrocarbons than development drilling or
enhanced recovery activities. See "Item 1A. Risk Factors — Exploration and development drilling may not result in
commercially productive reserves" below.

Integrated services. The Company continues to utilize its integrated services to control well costs and operating costs
in addition to supporting the execution of its drilling and production activities. The Company owns fracture
stimulation fleets totaling approximately 450,000 horsepower that support its drilling operations . The Company also
owns other field service equipment that support its drilling and production operations, including pulling units, fracture
stimulation tanks, water transport trucks, hot oilers, blowout preventers, construction equipment and fishing tools. In
addition, Premier Silica (the Company's wholly-owned sand mining subsidiary) is supplying high-quality and
logistically advantaged brown sand for proppant, which is being used by the Company to fracture stimulate horizontal
wells in the Spraberry/Wolfcamp field.

Acquisition activities. The Company regularly seeks to acquire properties that complement its operations, provide
exploration and development opportunities and potentially provide superior returns on investment. In addition, the
Company pursues strategic acquisitions that will allow the Company to expand into new geographical areas that
provide future exploration/exploitation opportunities. During 2015, 2014 and 2013, the Company spent $36 million,
$104 million and $76 million, respectively, to purchase primarily undeveloped acreage for future exploitation and
exploration activities.

14
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In December 2014, the Company acquired the remaining limited partner interests in five affiliated partnerships for $54
million and caused the partnerships to be merged with and into the Company. In addition, in December 2013, the
Company completed the acquisition of all of the outstanding common units of Pioneer Southwest not already owned
by the Company in exchange for 3.96 million shares of the Company's common stock through a merger of a
wholly-owned subsidiary of the Company into Pioneer Southwest, the result of which was that Pioneer Southwest
became a wholly-owned subsidiary of the Company.

The Company periodically evaluates and pursues acquisition opportunities (including opportunities to acquire
particular oil and gas assets or entities owning oil and gas assets and opportunities to engage in mergers,
consolidations or other business combinations with such entities) and at any given time may be in various stages of
evaluating such opportunities. Such stages may take the form of internal financial analyses, oil and gas reserve
analyses, due diligence, the submission of indications of interest, preliminary negotiations, negotiation of letters of
intent or negotiation of definitive agreements. The success of any acquisition is uncertain and depends on a number of
factors, some of which are outside the Company's control. See "Item 1A. Risk Factors —

8
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The Company may be unable to make attractive acquisitions and any acquisition it completes is subject to substantial
risks that could adversely affect its business."

Asset divestitures and discontinued operations. The Company regularly reviews its asset base for the purpose of
identifying nonstrategic assets, the disposition of which would increase capital resources available for other activities
and create organizational and operational efficiencies. While the Company generally does not dispose of assets solely
for the purpose of reducing debt, such dispositions can have the result of furthering the Company's objective of
increasing financial flexibility through reduced debt levels.

EFS Midstream. In July 2015, the Company completed the sale of its 50.1 percent equity interest in EFS Midstream
LLC ("EFS Midstream") to an unaffiliated third party, with the Company receiving total consideration of $1.0 billion,
of which $530 million was received at closing and the remaining approximately $500 million will be received in July
2016.

Sendero. In March 2014, the Company completed the sale of its majority interest in Sendero Drilling Company, LLC
("Sendero") to Sendero's minority interest owner for cash proceeds of $31 million. As part of the sales agreement, the
Company committed to lease from Sendero 12 vertical rigs through December 31, 2015 and eight vertical rigs in
2016.

Southern Wolfcamp. In January 2013, the Company signed an agreement with Sinochem Petroleum USA LLC
("Sinochem") to sell 40 percent of Pioneer's interest in 207,000 net acres leased by the Company in the horizontal
Wolfcamp Shale play in the southern portion of the Spraberry field in West Texas for consideration of $1.8 billion. In
May 2013, the Company completed the sale for cash proceeds of $624 million, which resulted in a gain of $181
million related to the unproved property interests conveyed to Sinochem. Sinochem has been paying the remaining
$1.2 billion of the transaction price by carrying 75 percent of Pioneer's portion of ongoing drilling and facilities costs
attributable to the Company's joint operations with Sinochem in the southern portion of the horizontal Wolfcamp
Shale play. At December 31, 2015, the unused carry balance totaled $197 million.

Asset divestitures reflected as discontinued operations. During 2014, the Company completed the sale of (i) its net
assets in the Hugoton field in southwest Kansas for cash proceeds of $328 million, (ii) its net assets in the Barnett
Shale field in North Texas for cash proceeds of $150 million and (iii) 100 percent of its capital stock in Pioneer's
Alaska subsidiary ("Pioneer Alaska") for cash proceeds of $267 million.

The Company has reflected the results of operations of its Hugoton assets, its Barnett Shale assets and Pioneer Alaska
(prior to their sale) as discontinued operations in the accompanying consolidated statements of operations.

The Company anticipates that it will continue to sell nonstrategic properties or other assets from time to time to
increase capital resources available for other activities, to achieve operating and administrative efficiencies and to
improve profitability. See Notes C and D of Notes to Consolidated Financial Statements included in "Item 8. Financial
Statements and Supplementary Data" for specific information regarding the Company's asset divestitures, impairments
and discontinued operations. Also see "Item 1A. Risk Factors - The Company's ability to complete dispositions of
assets, or interests in assets, may be subject to factors beyond its control, and in certain cases the Company may be
required to retain liabilities for certain matters" for a discussion of risk factors associated with the completion of
divestitures.

Marketing of Production

General. Production from the Company's properties is marketed using methods that are consistent with industry
practices. Sales prices for oil, NGL and gas production are negotiated based on factors normally considered in the
industry, such as an index or spot price, price regulations, distance from the well to the pipeline, commodity quality
and prevailing supply and demand conditions. See "Item 7A. Quantitative and Qualitative Disclosures About Market
Risk" for additional discussion regarding price risk.

Significant purchasers. During 2015, the Company's significant purchasers of oil, NGLs and gas were Plains
Marketing LP (22 percent), Occidental Energy Marketing Inc. (18 percent), Vitol, Inc. (18 percent) and Enterprise
Product Partners L.P. (12 percent). The Company believes the loss of a significant purchaser or an inability to secure
adequate pipeline, gas plant and NGL fractionation infrastructure in its key producing areas could have a material
adverse effect on its ability to sell its oil, NGL and gas production. See "Item 1A. Risk Factors" and Note L of Notes
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to Consolidated Financial Statements included in "Item 8. Financial Statements and Supplementary Data" for more
information about significant customer and infrastructure capacity risks.

Derivative risk management activities. The Company primarily utilizes commodity swap contracts, collar contracts
and collar contracts with short puts to (i) reduce the effect of price volatility on the commodities the Company
produces and sells or consumes, (ii) support the Company's annual capital budgeting and expenditure plans and
(iii) reduce commodity price risk associated with certain capital projects. The Company also, from time to time,

utilizes interest rate derivative contracts to reduce the effect of interest rate volatility on the Company's indebtedness.

The Company accounts for its derivative contracts using the

9
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mark-to-market ("MTM") method of accounting. See "Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations" for a description of the Company's derivative risk management activities, "Item
7A. Quantitative and Qualitative Disclosures About Market Risk" and Note E of Notes to Consolidated Financial
Statements included in "Item 8. Financial Statements and Supplementary Data" for information about the impact of
commodity derivative activities on oil, NGL and gas revenues and net derivative gains and losses during 2015, 2014
and 2013, as well as the Company's open commodity derivative positions at December 31, 2015, and subsequent
changes to those positions.

Competition, Markets and Regulations

Competition. The oil and gas industry is highly competitive. A large number of companies, including major integrated
and other independent companies, and individuals engage in the exploration for and development of oil and gas
properties, and there is a high degree of competition for oil and gas properties suitable for development or exploration.
Acquisitions of oil and gas properties have been an important element of the Company's growth. The Company
intends to continue acquiring oil and gas properties that complement its operations, provide exploration and
development opportunities and potentially provide superior returns on investment. The principal competitive factors in
the acquisition of oil and gas properties include the staff and data necessary to identify, evaluate and acquire such
properties and the financial resources necessary to acquire and develop the properties. Some of the Company's
competitors are substantially larger and have financial and other resources greater than those of the Company.
Markets. The Company's ability to produce and market oil, NGLs and gas profitably depends on numerous factors
beyond the Company's control. The effect of these factors cannot be accurately predicted or anticipated. Although the
Company cannot predict the occurrence of events that may affect commodity prices or the degree to which commodity
prices will be affected, the prices for any commodity that the Company produces will generally approximate current
market prices in the geographic region of the production.

Securities regulations. Enterprises that sell securities in public markets are subject to regulatory oversight by agencies
such as the SEC and the NYSE. This regulatory oversight imposes on the Company the responsibility for establishing
and maintaining disclosure controls and procedures and internal controls over financial reporting, and ensuring that
the financial statements and other information included in submissions to the SEC do not contain any untrue statement
of a material fact or omit to state a material fact necessary to make the statements made in such submissions not
misleading. Failure to comply with the rules and regulations of the SEC could subject the Company to litigation from
public or private plaintiffs. Failure to comply with the rules of the NYSE could result in the de-listing of the
Company's common stock, which would have an adverse effect on the market price and liquidity of the Company's
common stock. Compliance with some of these rules and regulations is costly, and regulations are subject to change or
reinterpretation.

Environmental and occupational health and safety matters. The Company's operations are subject to stringent and
complex federal, state and local laws and regulations governing worker health and safety, the discharge of materials
into the environment and environmental protection. Numerous governmental entities, including the U.S.
Environmental Protection Agency (the "EPA") and analogous state agencies, have the power to enforce compliance
with these laws and regulations and the permits issued under them, which may cause the Company to incur significant
capital expenditures or take costly actions to achieve and maintain compliance. Failure to comply with these laws and
regulations or any underlying permits may result in the assessment of sanctions, including administrative, civil and
criminal penalties; the imposition of investigatory, remedial or corrective action obligations; the occurrence of delays
in the permitting, development or expansion of projects; and the issuance of injunctive relief limiting or prohibiting
Company activities.

These laws and regulations may, among other things:

require the acquisition of various permits before drilling or other regulated activity commences;

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

4imit or prohibit drilling activities on certain lands lying within wilderness, wetlands and other protected areas;
tmpose specific criteria addressing worker protection;
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require remedial measures to mitigate pollution from former and ongoing operations, such as requirements to close

pits and plug abandoned wells; and
tmpose substantial liabilities for pollution resulting from operations.

These laws and regulations may also restrict the rate of oil and gas production below the rate that would otherwise be
possible. The regulatory burden on the oil and gas industry increases the cost of doing business in the industry and
consequently affects profitability. Additionally, the U.S. Congress, state legislatures and federal and state regulatory
agencies frequently revise environmental laws and regulations, and the trend in environmental regulation is to place

more restrictions and limitations on

10
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activities that may adversely affect the environment. Any such changes that result in delays or restrictions in
permitting, or more stringent and costly drilling, completion, construction or water management activities, or waste
handling, disposal and cleanup requirements could have a significant effect on the Company's capital and operating
costs.

The following is a summary of some of the more significant laws and regulations, which may be amended from time
to time, to which the Company's business operations are or may be subject.

Waste handling. The federal Resource Conservation and Recovery Act ("RCRA") and comparable state statutes
regulate the generation, transportation, treatment, storage, disposal and cleanup of hazardous and non-hazardous
wastes. Under the authority delegated by the EPA, the individual states administer some or all of the provisions of
RCRA, sometimes in conjunction with their own, more stringent requirements. While drilling fluids, produced waters
and most of the other wastes associated with the exploration, development and production of oil or gas are currently
excluded from regulation as hazardous wastes and instead are regulated under RCRA's non-hazardous waste
provisions, it is possible that in the future such exclusion may be legally challenged or such excluded wastes classified
as hazardous wastes. For example, in August 2015, several non-governmental organizations filed notice of intent to
sue the EPA under RCRA for, among other things, the agency's alleged failure to reconsider whether such exclusion
should continue to apply. Any removal of this exclusion could result in an increase in the Company's costs to manage
and dispose of these wastes as hazardous wastes, which could have a material adverse effect on the Company's results
of operations and financial position. In the course of its operations, the Company generates some amounts of ordinary
industrial wastes, such as paint wastes, waste solvents and waste oils that may be regulated as hazardous wastes.
Wastes containing naturally occurring radioactive materials ("NORM") may also be generated in connection with the
Company's operations. NORM is subject primarily to individual state radiation control regulations. In addition,
NORM handling and management activities are governed by regulations promulgated by the federal Occupational
Safety and Health Administration ("OSHA"). These state and OSHA regulations impose certain requirements
concerning worker protection, with respect to NORM, the treatment, storage and disposal of NORM waste, the
management of waste piles, containers and tanks containing NORM and restrictions on the uses of land with NORM
contamination.

Hazardous substance releases. The federal Comprehensive Environmental Response, Compensation and Liability Act
("CERCLA"), also known as the Superfund law, and analogous state laws impose joint and several liability, without
regard to fault or legality of conduct, on classes of persons who are considered to be responsible for the release of a
"hazardous substance" into the environment. These persons include the current and past owner or operator of the site
where the release occurred, and anyone who disposed or arranged for the disposal of a hazardous substance released at
the site. Under CERCLA, such persons may be subject to joint and several liability for the costs of cleaning up the
hazardous substances that have been released into the environment, for damages to natural resources and for the costs
of certain health studies. CERCLA also authorizes the EPA and, in some instances, third parties to act in response to
threats to the public health or the environment and to seek to recover from the responsible classes of persons the costs
they incur. In addition, it is not uncommon for 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 Company currently owns or leases numerous properties that have been used for oil and gas exploration and
production for many years. Although the Company believes it has used operating and waste disposal practices that
were standard in the industry at the time, hazardous substances, wastes or petroleum hydrocarbons may have been
released on or under the properties owned or leased by the Company, or on or under other locations, including off-site
locations, where such substances have been taken for treatment or disposal. In addition, some of the Company's
properties have been operated by previous owners or operators whose treatment and disposal of hazardous substances,
wastes or petroleum hydrocarbons were not under the Company's control. Certain of these properties have had
historical petroleum spills or releases. All of such properties and the substances disposed or released on them may be
subject to CERCLA, RCRA and analogous state laws. Under such laws, the Company could be required to remove
previously disposed substances and wastes, remediate contaminated property or perform remedial plugging or pit
closure operations to prevent future contamination. If a surface spill or release were to occur, the Company expects
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that it would be controlled, contained and remediated in accordance with the applicable requirements of state oil and
gas commissions and by using the Company's spill prevention, control and countermeasure ("SPCC") plans or other
spill or emergency contingency plans that it maintains in accordance with EPA requirements.

Water discharges and use. The federal Water Pollution Control Act, also known as the Clean Water Act (the "CWA"),
and analogous state laws impose restrictions and strict controls with respect to the discharge of pollutants, including
spills and leaks of oil and other substances, into waters of the United States and state waters. The discharge of
pollutants into regulated waters is prohibited, except in accordance with the terms of a permit issued by the EPA or an
analogous state agency. The CWA and regulations implemented thereunder also prohibit the discharge of dredge and
fill material into regulated waters, including wetlands, unless authorized by an appropriately issued permit. SPCC
planning requirements of federal laws require appropriate containment berms and similar structures to help prevent the
contamination of navigable waters by a petroleum hydrocarbon tank spill, rupture or
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leak. Federal and state regulatory agencies can impose administrative, civil and criminal penalties, as well as require
remedial or mitigation measures, for noncompliance with discharge permits or other requirements of the CWA and
analogous state laws and regulations. In May 2015, the EPA issued a final rule that attempts to clarify the federal
jurisdictional reach over waters of the United States but this rule has been stayed nationwide by the U.S. Sixth Circuit
Court of Appeals as that appellate court and numerous district courts consider lawsuits opposing implementation of
the rule.

The primary federal law imposing liability for oil spills is the Oil Pollution Act ("OPA"), which amends the CWA and
sets minimum standards for prevention, containment and cleanup of oil spills. OPA applies to vessels, offshore
facilities and onshore facilities, including exploration and production facilities that may affect waters of the United
States. Under OPA, responsible parties, including owners and operators of onshore facilities, may be held strictly
liable for oil spill cleanup costs and natural resource damages as well as a variety of public and private damages that
may result from oil spills. OPA also requires owners or operators of certain onshore facilities to prepare Facility
Response Plans for responding to a worst-case discharge of oil into waters of the United States.

Fluids associated with oil and gas production from the Company's properties, consisting primarily of salt water, are
generally disposed by injection in underground disposal wells. These disposal wells are regulated pursuant to the
Underground Injection Control ("UIC") program established under the federal Safe Drinking Water Act ("SDWA")
and analogous state laws. The UIC program requires permits from the EPA or an analogous state agency for the
construction and operation of the Company's disposal wells, establishes minimum standards for disposal well
operations, and restricts the types and quantities of fluids that may be disposed. Currently, the Company believes that
disposal well operations on the Company's properties substantially comply with all applicable requirements under the
SDWA. However, a change in the regulations or the inability to obtain permits for new disposal wells in the future
may affect the Company's ability to dispose of salt water and other fluids and ultimately increase the cost of the
Company's operations. For example, there exists a growing concern that the injection of salt water and other fluids
into underground disposal wells triggers seismic activity in certain areas, including in some parts of Texas and
Colorado, where the Company operates. In Texas, the Texas Railroad Commission (the "TRC") published a final rule
in 2014 governing permitting or re-permitting of disposal wells that would require, among other things, the
submission of information on seismic events occurring within a specified radius of the disposal well location, as well
as logs, geologic cross sections and structure maps relating to the disposal area in question. If the permittee or an
applicant of a disposal well permit fails to demonstrate that the injected fluids are confined to the disposal zone or if
scientific data indicates such a disposal well is likely to be or determined to be contributing to seismic activity, then
the TRC may deny, modify, suspend or terminate the permit application or existing operating permit for that well. In
Colorado, the Colorado Oil and Gas Conservation Commission (the "COGCC") conducts, as part of the disposal well
permit application review process, a review for seismicity that considers area-specific knowledge of earthquakes to
assess seismic potential. If historical seismicity has been identified in the vicinity of a proposed disposal well permit
application, the COGCC requires an operator to define the seismicity potential and the proximity to faults through
geologic and geophysical data prior to any permit approval. With respect to existing disposal wells, in the event that
seismic incidents occur in the vicinity of such wells, the COGCC may temporarily shut down such nearby wells and
assess whether and to what extent activities at such wells may be linked to the seismic incidents, the results of which
assessment could result in further well operating restrictions or even well abandonment, thereby delaying production
by the Company.

The water produced by the Company's CBM operations also may be subject to the state laws and regulations of
regulatory