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CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

Certain statements contained in this report may contain “forward-looking statements” within the meaning of Section

27A of the Securities Act of 1933, and Section 21E of the Securities Exchange Act of 1934, as amended. The words

and phrases “should”, “will”, “believe”, “plan”, “intend”, “expect”, “anticipate”, “estimate”, “forecast”, “goal” and similar exp
identify forward-looking statements and express our expectations about future events. Although we believe the

expectations reflected in such forward-looking statements are reasonable, such expectations may not occur. These
forward-looking statements are made subject to certain risks and uncertainties that could cause actual results to differ
materially from those stated. Risks and uncertainties that could cause or contribute to such differences include,

without limitation, those discussed in the section entitled “Risk Factors” included in this report and those factors

summarized below:

our ability to continue as a going concern;

- our ability to successfully develop our undeveloped acreage in the Southern Delaware Basin and realize the benefits
associated therewith;
our financial position;
our business strategy, including execution of any changes in our strategy;
meeting our forecasts and budgets, including our 2019 capital expenditure budget;
expectations regarding natural gas and oil markets in the United States;
volatility in natural gas, natural gas liquids and oil prices, including regional differentials;

- operational constraints, start-up delays and production shut-ins at both operated and non-operated production
platforms, pipelines and natural gas processing facilities;

- the risks associated with acting as operator of deep high pressure and high temperature wells, including well
blowouts and explosions;

- the risks associated with exploration, including cost overruns and the drilling of non-economic wells or dry holes,
especially in prospects in which we have made a large capital commitment relative to the size of our capitalization
structure;
the timing and successful drilling and completion of natural gas and oil wells;

- our ability to generate sufficient cash flow from operations, borrowings or other sources to enable us to fund our
operations, satisfy our obligations and fund our drilling program;

- our ability to comply with financial covenants in our debt instruments, repay indebtedness and access new sources
of indebtedness;
the cost and availability of rigs and other materials, services and operating equipment;
timely and full receipt of sale proceeds from the sale of our production;
our ability to find, acquire, market, develop and produce new natural gas and oil properties;
interest rate volatility;

- our ability to complete strategic dispositions or acquisitions of assets or businesses and realize the benefits of such
dispositions or acquisitions;

- uncertainties in the estimation of proved reserves and in the projection of future rates of production and timing of
development expenditures;

iii
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the need to take impairments on our properties due to lower commodity prices;
- the ability to post additional collateral for current bonds or comply with new supplemental bonding requirements
imposed by the Bureau of Ocean Energy Management;
- operating hazards attendant to the natural gas and oil business including weather, environmental risks, accidental
spills, blowouts and pipeline ruptures and other risks;
downhole drilling and completion risks that are generally not recoverable from third parties or
insurance;
- potential mechanical failure or under-performance of significant wells, production facilities, processing plants or
pipeline mishaps;
actions or inactions of third-party operators of our properties;
actions or inactions of third-party operators of pipelines or processing facilities;
- the ability to retain key members of senior management and key technical employees and to find and retain skilled
personnel;
strength and financial resources of competitors;
- federal and state legislative and regulatory developments and approvals (including additional taxes and changes in
environmental regulations);
worldwide economic conditions;
the ability to construct and operate infrastructure, including pipeline and production facilities;
- the continued compliance by us with various pipeline and gas processing plant specifications for the gas and
condensate produced by us;
operating costs, production rates and ultimate reserve recoveries of our natural gas and oil discoveries;
expanded rigorous monitoring and testing requirements;
the ability to obtain adequate insurance coverage on commercially reasonable terms; and
the limited trading volume of our common stock and general market volatility.
Any of these factors and other factors described in this report could cause our actual results to differ materially from
the results implied by these or any other forward-looking statements made by us or on our behalf. Although we
believe our estimates and assumptions to be reasonable when made, they are inherently uncertain and involve a
number of risks and uncertainties that are beyond our control. Our assumptions about future events may prove to be
inaccurate. We caution you that the forward-looking statements contained in this report are not guarantees of future
performance, and we cannot assure you that those statements will be realized or the forward-looking events and
circumstances will occur. You should not place undue reliance on forward-looking statements in this report as they
speak only as of the date of this report.

Reserve engineering is a process of estimating underground accumulations of oil, natural gas and natural gas liquids
that cannot be measured in an exact way. The accuracy of any reserve estimate depends on the quality of available
data, the interpretation of such data and price and cost assumptions made by reserve engineers. In addition, the results
of drilling, testing and production activities may justify revisions of estimates that were made previously. If
significant, such revisions would change the schedule of any further production and development drilling.
Accordingly, reserve estimates may differ significantly from the quantities of oil, natural gas and natural gas liquids
that are ultimately recovered.

All forward-looking statements, expressed or implied, in this report are expressly qualified in their entirety by this
cautionary statement. This cautionary statement should also be considered in connection with any subsequent written

or oral forward-looking statements that we or any person acting on our behalf may issue.

v
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We do not intend to publicly update or revise any forward-looking statements as a result of new information, future

events or otherwise, except as required by law. These cautionary statements qualify all forward-looking statements

attributable to us or persons acting on our behalf.

All references in this Form 10-K to the “Company”, “Contango”, “we”, “us” or “our” are to Contango Oil & Gas Company anc
its wholly-owned subsidiaries. Unless otherwise noted, all information in this Form 10-K relating to natural gas and

oil reserves and the estimated future net cash flows attributable to those reserves is based on estimates prepared by
independent engineers, and is net to our interest.
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PART 1

Item 1. Business

Overview

We are a Houston, Texas based independent oil and natural gas company. Our business is to maximize production and
cash flow from our offshore properties in the shallow waters of the Gulf of Mexico (“GOM”) and onshore properties in
Texas and Wyoming and to use that cash flow to explore, develop, exploit, increase production from and acquire

crude oil and natural gas properties in West Texas, the onshore Texas Gulf Coast and the Rocky Mountain regions of
the United States. We were formed in 1999 as a Nevada corporation and changed our state of incorporation to

Delaware in 2000.

The following table lists our primary producing areas as of December 31, 2018:

Location Formation

Gulf of Mexico Offshore Louisiana - water depths less than 300 feet

Southern Delaware Basin, Pecos County, Texas =~ Wolfcamp

Madison and Grimes counties, Texas Woodbine (Upper Lewisville)

Other Texas Gulf Coast Conventional and smaller unconventional formations

Zavala and Dimmit counties, Texas Buda / Eagle Ford / Georgetown

San Augustine County, Texas Haynesville shale, Mid Bossier shale and James Lime formations
Weston County, Wyoming Muddy Sandstone

Sublette County, Wyoming Jonah Field (1)

(1) Through a 37% equity investment in Exaro Energy III LLC (“Exaro”). Production from this investment is not
included in our reported production results or in our reported reserves for any periods reported herein.
Since 2016, we have been focused on the development of our Southern Delaware Basin acreage in Pecos County,
Texas (“Bullseye”). As of December 31, 2018, we were producing from twelve wells over our 15,400 gross (6,500 net)
acre position, prospective for the Wolfcamp A, Wolfcamp B and Second Bone Spring formations. In December 2018,
we purchased an additional 4,200 gross operated (1,700 net) acres and 4,000 gross non-operated (200 net) acres to the
northeast of our existing acreage (“NE Bullseye”) for approximately $7.5 million. We paid $3.2 million cash in
December 2018, with the balance to be paid by the earlier of the commencement of completion operations on the
third well on the acreage acquired or October 1, 2019. We currently expect that Bullseye and NE Bullseye will be the
primary focus of our drilling program for 2019. During this period, we will continue to identify opportunities for cost
reductions and operating efficiencies in all areas of our operations, while also searching for new resource acquisition
opportunities.

As we continue to expand our presence in the Southern Delaware Basin, we have begun to sell non-core assets to
allow us to focus on West Texas. These asset sales provide some immediate liquidity and improve our balance sheet
by removing potential asset retirement obligations. Beginning in 2016, we sold all of our Colorado assets for
approximately $5.0 million. During the year ended 2018, we sold certain Eagle Ford Shale assets in Karnes County,
Texas for $21.0 million; Gulf Coast conventional assets in Southeast Texas for $6.0 million, and Gulf Coast
conventional and unconventional assets in South Texas for $0.9 million. In December 2018, we also sold our offshore
Vermilion 170 property in exchange for a retained overriding royalty interest (“ORRI”) in the well, the buyer’s
assumption of the plugging and abandonment obligation and an ORRI in any future wells drilled by the buyer on two

9
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nearby prospects that would produce through this platform.

In July 2016, we completed an underwritten public offering of 5,360,000 shares of our common stock for net proceeds
of approximately $50.5 million, which were used to fund the initial purchase of Bullseye and provide funding for the
costs associated with drilling our initial wells in the Southern Delaware Basin.

In November 2018, we completed an underwritten public offering of 8,596,068 shares of our common stock for net
proceeds of approximately $33.0 million, which were used to reduce borrowings under our Credit Facility, fund the
initial purchase of the NE Bullseye acreage and provide funding for our 2019 capital expenditure program.

1
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Our production for the year ended December 31, 2018 was approximately 16.0 Befe (or 43.9 Mmcfe/d) and was
comprised of 62% from our offshore properties and 61% natural gas. Our production for the three months ended
December 31, 2018 was approximately 3.7 Bcfe (or 39.8 Mmcfe/d), with 63% from our offshore properties and 58%
natural gas. As of December 31, 2018, our proved reserves were approximately 60% proved developed, were 38%
offshore, were 41% natural gas and were 99% attributed to wells and properties operated by us.

As of December 31, 2018, our proved reserves, as estimated by Netherland, Sewell & Associates, Inc. (“NSAI”) and
William M. Cobb and Associates (“Cobb”), our independent petroleum engineering firms, in accordance with reserve
reporting guidelines required by the Securities and Exchange Commission (“SEC”), were approximately 131.9 Bcfe,
consisting of 54.2 Bcf of natural gas, 9.4 MMBDI of crude oil and condensate and 3.5 MMBDI of natural gas liquids
(“NGLs”), with a Standardized Measure of Discounted Future Net Cash Flows (“Standardized Measure”) of

$218.9 million and a present value, discounted at a 10% rate based on year-end SEC pricing guidelines (PV 10), of
$220.5 million. PV-10 as of December 31, 2018 was based on adjusted prices of $3.02 per MMbtu of natural gas,
$62.90 per barrel of oil, and $27.89 per barrel of NGLs. PV-10 is not an accounting principle generally accepted in the
United States of America (“GAAP”) and is therefore classified as a non-GAAP financial measure. A reconciliation of
our Standardized Measure to PV 10 is provided under “Item 2. Properties PV-10".

The following summary table sets forth certain information with respect to our proved reserves as of December 31,

2018 (excluding reserves attributable to our investment in Exaro), as estimated by NSAI and Cobb, and our net
average daily production for the year ended December 31, 2018:

Estimated Proved % Crude Oil / Natural % Natural Gas % Proved Average Daily

Region Reserves (Bcfe) Condensate % Gas Liquids Developed Production (Mmcfe/d)
Offshore

GOM 49.5 3 % 80 % 17 % 100 % 27.0
Southeast

Texas 16.1 57 % 24 % 19 % 50 % 5.9
South

Texas 54 24 % 56 % 20 % 89 % 3.8
West

Texas 59.0 72 % 13 % 15 % 27 % 6.3
Other (1) 1.9 98 % 2 % — % 60 % 0.9
Total 131.9 43.9

(1) Includes East Texas, Mississippi, Louisiana and Wyoming.

The following summary table sets forth certain information with respect to the proved reserves attributable to our
equity method investment in Exaro, as of December 31, 2018, as estimated by W.D. Von Gonten and Associates (“Von
Gonten”), and our net share of Exaro’s average daily production for the year ended December 31, 2018:

Estimated Proved % Crude Oil / % Natural % Natural Gas % Proved Average Daily

Region Reserves (Bcfe) Condensate Gas Liquids Developed Production (Mmcfe/d)
Investment
in Exaro 26.6 6 % 94 % — % 100 % 21.6

Our Strategy

11
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Our long-term business strategy is:

* Enhancing our portfolio by dedicating the majority of our drilling capital to our oil and liquids-rich opportunities. A
key element of our long term strategy is to continue to develop the oil and natural gas liquids resource potential that
we believe exists in numerous formations within our various oil/liquids weighted resource plays, and where possible,
to expand our presence in those plays. Due to the current superior economics of oil production, as compared to natural
gas, we expect to focus on oil and liquids-weighted opportunities as we strive to transition from a heavily weighted
natural gas production profile to a more balanced reserve and production profile between oil/liquids and natural gas.
For the foreseeable future, and while we have sufficient sources of capital, we will focus our drilling capital on the
Southern Delaware Basin position, as we believe it provides excellent returns in the current oil price environment. We
believe we possess the flexibility to focus on the development of our Southern Delaware Basin potential without
jeopardizing our acreage position in other areas, as the vast majority of our acreage in those other areas is either held
by production or has longer term lease terms.

* Pursuing accretive, opportunistic acquisitions that meet our strategic and financial objectives. We intend to evaluate
opportunistic acquisitions of crude oil and natural gas properties, both undeveloped and developed, in areas

2
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where we currently have a presence and/or specific operating expertise, and to pursue undeveloped acreage positions,
at reasonable cost, in new areas that we believe to be complementary to our existing plays and feel have significant
exploration, exploitation or operational upside. We may acquire individual properties or private or publicly traded
companies, in each case for cash, common stock, preferred stock or combination thereof. We believe that the ongoing
low commodity price environment might provide growth opportunities for us through potential corporate
combinations that provide a combination of producing properties and undeveloped growth potential.

* 2019 business strategy. While we review liquidity-enhancing alternative sources of capital, we intend to continue to
minimize our drilling program capital expenditures in the Southern Delaware Basin and pursue a reduction in our
borrowings under our Credit Facility, including through a reduction in cash, general and administrative expenses and
the possible sale of additional non-core properties. We currently expect to focus our 2019 capital program on our
Southern Delaware Basin acreage, which is expected to continue to generate positive returns on our drilling
investment in the current price environment. Until a sustained improvement in commodity prices occurs, we do not
currently expect to devote meaningful capital to our other areas, but will devote capital to those areas to fulfill
leasehold commitments, preserve core acreage and, where determined appropriate to do so, expand our presence in
those existing areas. We will continue to make balance sheet strength a priority in 2019 by limiting capital
expenditures to a level that can be funded through internally generated cash flow and non-core asset sales. We will
continue to evaluate new organic opportunities for growth and will continue to evaluate pursuing acquisition
opportunities that may arise in this low price environment. We retain the flexibility to be more aggressive in our
drilling plans should planned results exceed expectations, should commodity prices continue to improve, and/or we
continue to show progress in reducing our drilling and completion costs, thereby making an expansion of our drilling
program an appropriate business decision. Our 2019 capital expenditure budget is currently estimated at $30.3 million
and is expected to include the following:

- Southern Delaware Basin (Bullseye) — $8.1 million to drill and complete the American Hornet #1H and to complete
the Ripper State #2H which was drilled in 2018.

Southern Delaware Basin (NE Bullseye) — $13.5 million to drill and complete three wells in this newly acquired
acreage.

- Southern Delaware Basin — $1.3 million in additional leasehold, extension and title costs plus $5.5 million in
infrastructure costs, primarily water and gas gathering facilities in NE Bullseye.

Other — $1.9 million to participate in two non-operated wells targeting the Georgetown formation in our South Texas
area.

Properties
Offshore Gulf of Mexico

13
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As of December 31, 2018, our offshore assets consisted of five producing federal and two producing state of
Louisiana company-operated wells in the shallow waters of the GOM. The following summary table sets forth certain
information with respect to our offshore reserves as of December 31, 2018 and average daily offshore production for
the year ended December 31, 2018:

Average
Daily
% Crude Oil % % Natural
Estimated Proved / Natural Gas % Proved Production

Field Reserves (Bcfe) Condensate Gas Liquids Developed (Mmcfe/d)

Dutch and

Mary Rose 494 2 % 80 % 18 % 100 % 24.8

Vermilion

170 (1) 0.1 4 % 86 % 10 % 100 % 2.2

Total 49.5 27.0

(1) These reserves are attributable to our 8.7% override royalty interest after the sale of this property effective
December 1, 2018.

14
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Dutch and Mary Rose Field

We currently operate five producing wells located in federal waters at Eugene Island 10 (“Dutch”), and two producing
wells located in adjacent Louisiana state waters (“Mary Rose”). We plugged and abandoned the Mary Rose #4 well in
2018. We expect to plug the Mary Rose #5 well in early 2019 and the Mary Rose #3 well in 2020. All Dutch and

Mary Rose wells flow to a Company-owned and operated production platform at Eugene Island 11. While we do not
own the lease for the Eugene Island 11 block, this does not impact our ability to operate our facilities located on that
block. Operators in the GOM may place platforms and facilities on any location without having to own the lease,
provided that permission and proper permits from the Bureau of Safety and Environmental Enforcement (“BSEE”) have
been obtained. We have obtained such permission and permits. We installed our facilities at Eugene Island 11 because
that was the optimal gathering location in proximity to our wells and marketing pipelines.

From our production platform we are able to access two separate oil and natural gas markets thereby minimizing
downtime risk and providing the ability to select the best sales price for our oil and natural gas production. Oil and
natural gas production can flow through our 20 gas pipeline to third-party owned and operated onshore processing
facilities near Patterson, Louisiana. Alternatively, natural gas can flow via our 8” pipeline to a third-party owned and
operated onshore processing facility southwest of Abbeville, Louisiana and oil can flow via a 6” oil pipeline to
third-party owned and operated onshore processing facilities in St. Mary Parish, Louisiana. Production facilities
include a turbine type compressor capable of servicing all Dutch and Mary Rose wells at the Eugene Island 11
platform. Condensate can also flow to onshore markets and multiple refineries.

Vermilion 170 Field

For most of 2018, we owned and operated one well located in federal waters with a dedicated production facility at
Vermilion 170. Production from this platform flows via the Sea Robin Pipeline to a third-party owned and operated
onshore processing plant. Effective December 1, 2018, this well was sold to a third-party independent oil and gas
company in exchange for the buyer’s assumption of the plugging and abandonment liability for the Vermilion 170
well, platform and associated pipeline, an ORRI in the Vermilion 170 well and an ORRI in any future wells drilled by
the buyer on two nearby prospects that would produce through the Vermilion 170 platform if successful.

Other Offshore

Our Ship Shoal 263 field, located in federal waters, and South Timbalier 17 field, located in Louisiana state waters,
were historically included in “Other Offshore”. During 2017, the Ship Shoal and South Timbalier wells were
permanently plugged and abandoned, and the production facilities were removed and sold.

Onshore Properties
Southern Delaware Basin

Since July 2016, we and our 50% working interest partner in the Southern Delaware Basin have increased our
leasehold footprint from approximately 5,000 undeveloped acres, net to Contango, to approximately 8,400 acres, net
to Contango. As of December 31, 2018, we estimate that we have proved reserves of 59.0 Bcefe (72% oil, 87% total
liquids). We believe substantially all of the potential drilling locations on this acreage can accommodate 10,000 foot
laterals.

15
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Our first five Southern Delaware Basin wells in Pecos County, Texas were brought on production during 2017 at an
average 30-day initial daily production (“IP 30”) rate of 852 Boed, of which was approximately 71% oil on an
equivalent basis. During the year ended December 31, 2018, we brought seven additional wells on production as
follows:

Well Name Formation First P 30 " e P i .

Production (BOED) Oil % % (feet) (feet)
sagin Bull - Wolfeamp: 5o 2015 1,070 67 % 49 % 3T % o0 0as
}fli;/er Rattler I\3Volfcamp March 2018 1,225 74 % 44 % 33 % 20.710 10.275
};Iigin Bull }\BVolfcamp April 2018 734 66 % 49 % 37 % 20,625 10,334
?Elewinder X‘Volfcamp July 2018 368 70 % 49 % 37 % 20,550 10.500
Gunner 3H }\SVolfcamp July 2018 773 8 % 4T % 35 % 20,167 10,067
I;%hting Ace \AVolfcamp Sept 2018 656 7% 50 % 38 % 556 10,598
Sae;f;lm ‘AV"lfcamp Oct 2018 981 79 % 50 %38 % 04 10300

As of December 31, 2018, we had nine wells producing from the Wolfcamp A, three wells producing from the
Wolfcamp B, and a fourth well drilled in the Wolfcamp B that will be completed later in 2019.

Southeast Texas

As of December 31, 2018, our Southeast Texas region included approximately 20,000 gross (12,100 net) acres, proved
reserves of 16.1 Befe and 50 gross (30.8 net) producing wells. In November 2018 we sold non-core conventional
assets located in Liberty and Hardin counties for approximately $6.0 million. The average net daily production of
these sold properties was 2.1 Mmcfe/d for the year ended December 31, 2018. We currently have approximately
12,100 net acres in Madison and Grimes counties, with a multi-year inventory of potential drilling locations
encompassing the Woodbine, Eagle Ford Shale and/or Georgetown/Buda formations. No drilling capital has been
allocated to this area since 2015 due to the low commodity price environment and our focus on our Southern
Delaware position.

South Texas

17
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As of December 31, 2018, our South Texas region included approximately 56,400 gross (29,300 net) acres, proved
reserves of 5.4 Bcefe and 65 gross (32.2 net) producing wells. In the Dimmitt and Zavala counties part of this region,
we believe approximately 15,700 gross (7,100 net) acres to be prospective for the Buda, Georgetown and Eagle Ford
Shale plays. Our estimated net proven Buda/Eagle Ford/Georgetown reserves in this area were 1.8 Bcfe, comprised of
73% liquids, with 27 gross (11.7 net) producing wells, as of December 31, 2018. No drilling activity has been
conducted in this area since 2014 due to the reduction in our capital expenditure programs in response to the
commodity price environment, with the exception of two successful non-operated Georgetown wells in which we
participated in drilling in 2017 and 2018. Of the proved reserves in this area, our estimated net proved reserves related
to these two drilled wells is 0.6 Bcfe, as of December 31, 2018. For 2019, we currently plan to participate in two more
non-operated Georgetown wells in Dimmitt County, and should we experience sustained improvement in commodity
prices, we could increase our activity in pursuit of the Georgetown in this area.

Our South Texas region also includes approximately 40,700 gross (22,200 net) acres located in conventional fields
that produce primarily from the Wilcox, Frio, and Vicksburg sands. Our estimated net proved conventional reserves in
this region were 2.9 Bcfe, comprised of 71% gas, with 22 gross (9.7 net) producing wells, as of December 31, 2018.

During 2018, we sold non-core conventional assets located in South Texas for approximately $0.9 million. The
average net daily production of these sold properties was 1.4 Mmcfe/d for the year ended December 31, 2018.

Weston County, Wyoming

In 2015, we drilled the first of three successful wells in this area targeting the Muddy Sandstone formation. As a result
of drilling these wells, we have satisfied the right to earn 35,000 net acres, of which approximately 70% will expire
over the next three years if no drilling activity is conducted. Based on current results, a sustained improvement in oil
prices will be needed to justify allocation of drilling capital to this area compared to our Southern Delaware Basin
position. Approximately 4% of our acreage is held by production.

5
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Other (East Texas)

As of December 31, 2018, our East Texas region included approximately 5,900 gross (3,600 net) acres primarily in
San Augustine County, with proved reserves of 0.5 Bcfe comprised of 78% gas, and 10 gross (5.1 net) producing
wells. We believe that the further exploitation of our acreage in the Haynesville, Mid-Bossier and James Lime
formations may provide long-term natural gas reserve and production growth potential in the future. There has been
renewed interest in this area by offset operators as they experiment with new frac techniques and refracing of
previously drilled wells. We will continue to monitor that activity and results; however, we do not anticipate devoting
any capital to this area during 2019. As of December 31, 2018, substantially all of our acreage in our East Texas
region was held by production.

Other

As of December 31, 2018, we held approximately 2,100 gross (500 net) mostly undeveloped acres in Louisiana, and
Mississippi.

Impairment of Long-Lived Assets

We recognized $103.2 million in non-cash impairment charges in 2018, substantially all of which related to proved
properties. Under US GAAP, an impairment charge is required when the unamortized capital cost of any individual
property within the Company’s proved property base exceeds the risked estimated future net cash flows from the
proved, probable and possible reserves for that property. Included in the impairment charges incurred in 2018 was
$61.7 million related to the impairment of the carrying costs of our proved offshore Gulf of Mexico properties made
during the quarter ended September 30, 2018. This impairment was primarily a result of revised proved reserve
estimates based on new bottom hole pressure data gathered during the planned installation of a second stage of
compression in our Eugene Island 11 field. In 2018, we also recognized onshore proved property impairment expense
of $40.2 million, of which $24.9 million was related to certain of our non-core properties in South and Southeast
Texas that were reduced to their fair value as a result of planned sales during the quarters ended September 30, 2018
and December 31, 2018, and $15.3 million of impairment was due to price related reserve revisions primarily on our
Wyoming and certain South Texas assets. In 2018, the Company recognized impairment expense of approximately
$1.3 million related to unproved properties due to expiring leases.

If oil or natural gas prices decline from those prices at December 31, 2018, we may be required to record additional
non-cash impairment in the future, thereby impacting our financial results for that period.

Onshore Investments
Jonah Field — Sublette County, Wyoming

Our wholly-owned subsidiary, Contaro Company (“Contaro”), owns a 37% ownership interest in Exaro. As of
December 31, 2018, we had invested approximately $46.9 million in Exaro, with no requirement to make any
additional equity contributions, as our commitment to invest in Exaro expired on March 31, 2017. We account for
Contaro’s ownership in Exaro using the equity method of accounting, and therefore, do not include its share of
individual operating results, reserves or production in those reported for our consolidated results.

As of December 31, 2018, Exaro had 648 wells on production over its 5,760 gross acres (1,040 net acres), with a

working interest between 2.4% and 32.5%. These wells were producing at a rate of approximately 22 Mmcfe/d, net to
Exaro. For the year ended December 31, 2018, the Company recognized a net investment loss of approximately $12.6
million, net of zero tax expense, as a result of its investment in Exaro. As of December 31, 2018, reserves attributable
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to our investment in Exaro were 26.6 Bcfe. See Note 10 to our Financial Statements - “Investment in Exaro Energy 111
LLC” for additional details related to this investment.

Title to Properties

From time to time, we are involved in legal proceedings relating to claims associated with ownership interests in our
properties. We believe we have satisfactory title to all of our producing properties in accordance with standards
generally accepted in the oil and gas industry. Our properties are subject to customary royalty interests, liens incident
to operating agreements, and liens for current taxes and other burdens, which we believe do not materially interfere
with the use of or affect the value of such properties. As is customary in the industry in the case of undeveloped
properties,

6
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little investigation of record title is made at the time of acquisition (other than a preliminary review of local records).
Detailed investigations, including a title opinion rendered by a licensed independent third party attorney, are typically
made before commencement of drilling operations.

We have granted mortgage liens on substantially all of our natural gas and crude oil properties to secure our Credit
Facility. These mortgages and the related Credit Facility contain substantial restrictions and operating covenants that
are customarily found in credit agreements of this type. See Note 12 to our Financial Statements  “Indebtedness” for
further information.

Marketing and Pricing

We derive our revenue principally from the sale of natural gas and oil. As a result, our revenues are determined, to a
large degree, by prevailing natural gas and oil prices. We sell a portion of our natural gas production to purchasers
pursuant to sales agreements which contain a primary term of up to three years and crude oil and condensate
production to purchasers under sales agreements with primary terms of up to one year. The sales prices for natural gas
are tied to industry standard published index prices, subject to negotiated price adjustments, while the sale prices for
crude oil are tied to industry standard posted prices, subject to negotiated price adjustments.

We typically utilize commodity price hedge instruments to minimize exposure to declining prices on our crude oil,
natural gas and natural gas liquids production, by using a series of swaps and/or costless collars. Unrealized gains or
losses associated with hedges vary period to period, and will be a function of hedges in place, the strike prices of those
hedges and the forward curve pricing for the commodities being hedged.

As of December 31, 2018, we had the following derivative contracts in place:

Commodity Period Derivative Volume/Month Price/Unit

Natural Gas Jan 2019 - March 2019 Swap 600,000 MMBtus $ 3.21(1)

Natural Gas April 2019 - July 2019 Swap 600,000 MMBtus $2.75()

Natural Gas Aug 2019 - Oct 2019 Swap 100,000 MMBtus $2.75()

Natural Gas Nov 2019 - Dec 2019 Swap 500,000 MMBtus $275()

Oil Jan 2019 - Dec 2019 Collar 7,000 Bbls $ 50.00 - 58.00 (2)
Oil Jan 2019 - Dec 2019 Collar 4,000 Bbls $ 52.00 - 59.45 (3)
Oil Jan 2019 - June 2019 Collar 12,000 Bbls $ 70.00 - 76.25 (3)
Oil Jan 2019 - July 2019 Swap 6,000 Bbls $ 66.10 (3)

Oil July 2019 Swap 12,000 Bbls $ 72.10 (3)

Oil Aug 2019 - Oct 2019 Swap 9,000 Bbls $ 72.10 (3)

Oil Nov 2019 - Dec 2019 Swap 12,000 Bbls $ 72.10 (3)

(1) Based on Henry Hub NYMEX natural gas prices.
(2) Based on Argus Louisiana Light Sweet crude oil prices.
(3) Based on West Texas Intermediate crude oil prices.
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Decreases in commodity prices would adversely affect our revenues, profits and the value of our proved reserves.
Historically, the prices received for natural gas and oil have fluctuated widely. Among the factors that can cause these
fluctuations are:

- The domestic and foreign supply of natural gas and oil.

- Opverall economic conditions.

- The level of consumer product demand.

- Adverse weather conditions and natural disasters.

- The price and availability of competitive fuels such as heating oil and coal.
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Political conditions in the Middle East and other natural gas and oil producing regions.

The level of LNG imports/exports.

Domestic and foreign governmental regulations.

Special taxes on production.
- The loss of tax credits and deductions.
Historically, we have been dependent upon a few purchasers for a significant portion of our revenue. The largest
purchaser of our production for the year ended December 31, 2018, calculated on an equivalent basis, was
ConocoPhillips Company (36.9%). This concentration may increase our overall exposure to credit risk, and our
purchasers will likely be similarly affected by changes in economic and industry conditions. Our financial condition
and results of operations could be materially adversely affected if one or more of our significant purchasers fails to
pay us or ceases to acquire our production on terms that are favorable to us. However, we believe our current
purchasers could be replaced by other purchasers under contracts with similar terms and conditions.

Competition

The oil and gas industry is highly competitive, and we compete with numerous other companies. Our competitors in
the exploration, development, acquisition and production business include major integrated oil and gas companies as
well as numerous independent companies, including many that have significantly greater financial resources.

The primary areas in which we encounter substantial competition are in locating and acquiring desirable leasehold
acreage for our drilling and development operations, locating and acquiring attractive producing oil and gas properties
and obtaining purchasers and transporters for the natural gas and crude oil we produce. There is also competition
between producers of natural gas and crude oil and other industries producing alternative energy and fuel.
Furthermore, competitive conditions may be substantially affected by various forms of energy legislation and/or
regulation considered from time to time by federal, state and local governments; however, it is not possible to predict
the nature of any such legislation or regulation that may ultimately be adopted or its effects upon our future
operations. Such laws and regulations may, however, substantially increase the costs of exploring for, developing or
producing natural gas and crude oil and may prevent or delay the commencement or continuation of a given operation.
The effect of these risks cannot be accurately predicted.

Governmental Regulations and Industry Matters
Industry Regulations

The availability of a ready market for crude oil, natural gas and natural gas liquids production depends upon numerous
factors beyond our control. These factors include regulation of crude oil, natural gas and natural gas liquids
production, federal, state and local regulations governing environmental quality and pollution control, state limits on
allowable rates of production by well or proration unit, the amount of crude oil, natural gas and natural gas liquids
available for sale, the availability of adequate pipeline and other transportation and processing facilities, and the
marketing of competitive fuels. For example, a productive natural gas well may be “shut-in” because of an oversupply
of natural gas or lack of an available natural gas pipeline in the area in which the well is located. State and federal
regulations generally are intended to prevent waste of crude oil, natural gas and natural gas liquids, protect rights to
produce crude oil, natural gas and natural gas liquids between owners in a common reservoir, control the amount of
crude oil, natural gas and natural gas liquids produced by assigning allowable rates of production, and protect the
environment. Pipelines are subject to the jurisdiction of various federal, state and local agencies. We are also subject
to changing and extensive tax laws, the effects of which cannot be predicted.

The following discussion summarizes the regulation of the U.S. oil and gas industry. Such statutes, rules, regulations
and government orders may be changed or 