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If you are not familiar with any of the oil and gas terms used in this report, we have provided explanations of many of
them under the caption “Commonly Used Oil and Gas Terms” at the end of Items 1 and 2 of this report. Unless the

context otherwise requires, all references in this report to “Newfield,” “we,” “us,” “our” or the “Company” are to Newfield
Exploration Company and its subsidiaries. Unless otherwise noted, all information in this report relating to oil and gas
reserves and the estimated future net cash flows attributable to those reserves are based on estimates we prepared and

are net to our interest.
Forward-Looking Information

This report contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended (Exchange Act). All statements, other

than statements of historical facts included in this report, are forward-looking, including information relating to

anticipated future events or results, such as planned capital expenditures, the availability and sources of capital

resources to fund capital expenditures and other plans and objectives for future operations. Forward-looking

statements are typically identified by use of terms such as “may,” “believe,” “expect,” “anticipate,” “intend,” “estimate,” “proj
“target,” “goal,” “plan,” “should,” “will,” “predict,” “potential” and similar expressions that convey the uncertainty of future e
or outcomes. Although we believe that the expectations reflected in such forward-looking statements are reasonable,

this information is based upon assumptions and anticipated results that are subject to numerous uncertainties and risks.

Actual results may vary significantly from those anticipated due to many factors, including:

99 ¢ LN

LR INT3

*0il, natural gas and natural gas liquids (NGL) prices;
the availability and volatility of the securities, capital or credit markets and the cost of capital to fund our operations
and business strategies;
accuracy and fluctuations in our reserves estimates due to sustained low commodity
prices;
ability to develop existing reserves or acquire new reserves;
sthe timing and our success in discovering, producing and estimating reserves;
esustained decline in commodity prices could result in writedowns of assets;
eoperating hazards inherent in the exploration for and production of oil and natural gas;
egeneral economic, financial, industry or business trends or conditions;
the impact of, and changes in, legislation, law and governmental regulations, including those related to hydraulic
fracturing, climate change and over-the-counter derivatives;
{and, legal, regulatory, and ownership complexities inherent in the U.S. oil and gas industry;
the impact of regulatory approvals;
the availability and volatility of the securities, capital or credit markets and the cost of capital to fund our operations
and business strategies;
the ability and willingness of current or potential lenders, derivative contract counterparties, customers and working
tnterest owners to fulfill their obligations to us or to enter into transactions with us in the future on terms that are
acceptable to us;
the prices and quantities of commodities reflected in our commodity derivative arrangements as compared to the
actual prices or quantities of commodities we produce or use;
othe volatility and liquidity in the commodity futures and commodity and financial derivatives markets;
edrilling risks and results;
sthe prices and availability of goods and services;
sthe cost and availability of drilling rigs and other support services;
*global events that may impact our domestic and international operating contracts, markets and prices;
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elabor conditions;

eweather conditions;

eenvironmental liabilities that are not covered by an effective indemnity or insurance;
ecompetitive conditions;

sterrorism or civil or political unrest in a region or country;

eour ability to monetize non-strategic assets, pay debt and the impact of changes in our investment ratings;
eelectronic, cyber or physical security breaches;

echanges in tax rates;

einflation rates;

financial counterparty risk;

othe effect of worldwide energy conservation measures;

sthe price and availability of, and demand for, competing energy sources;

othe availability (or lack thereof) of acquisition, disposition or combination opportunities; and
sthe other factors affecting our business described below under the caption “Risk Factors.”

Should one or more of the risks described above occur, or should underlying assumptions prove incorrect, our actual
results and plans could differ materially from those expressed in any forward-looking statements.

All forward-looking statements in this report, as well as all other written and oral forward-looking statements

attributable to us or persons acting on our behalf, are expressly qualified in their entirety by the cautionary statements
contained in this section and elsewhere in this report. See Items 1 and 2, “Business and Properties,” Item 1A, “Risk
Factors,” Item 3, “Legal Proceedings,” 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 additional information
about factors that may affect our businesses and operating results. These factors are not necessarily all of the

important factors that could affect us. Use caution and common sense when considering these forward-looking

statements. Unless securities laws require us to do so, we do not undertake any obligation to publicly correct or update

any forward-looking statements whether as a result of changes in internal estimates or expectations, new information,
subsequent events or circumstances or otherwise.
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PART 1
Items 1 and 2. Business and Properties

General

Newfield Exploration Company is an independent energy company engaged in the exploration, development and
production of crude oil, natural gas and natural gas liquids. We are a Delaware corporation, incorporated in 1988, that
has been publicly traded on the New York Stock Exchange (NYSE) since 1993. We have a unique history of growth,
evolving from an offshore, Gulf of Mexico natural gas producer to an onshore, domestic producer focused on
liquids-rich resource plays and included in the S&P 500.

Our principal areas of operation are oil and liquids-rich resource plays in the Mid-Continent, Rocky Mountains and
onshore Gulf Coast regions of the United States. In addition, we have offshore oil developments in China.

Executive Summary

Domestic production increased 19% over 2013 to 47.9() MMBOE. Domestic liquids production grew 38%
year-over-year. Consolidated fourth quarter production was 1382 MBOEPD (60% liquids);

Thirteen year reserve life index (based on 2014 production);

Approximately 96% of Newfield's 645 MMBOE of proved reserves (47% oil, 12% NGLs and 41% natural gas) are
tocated onshore U.S. Domestic liquids reserves increased 17% year-over-year and represent 57% of domestic proved
reserves;

Proved reserves grew 14% year-over-year (adjusted for 2014 asset sales of 49 MMBOE). Total company and
domestic PV-10®) increased 9% and 16%, respectively, over the prior year-end to $8.8 billion and $7.7 billion,
respectively. Approximately 52% of reserves are proved developed;

The Anadarko Basin is now the Company's largest producing region, averaging 54,000 BOEPD in the fourth quarter
of 2014. The Anadarko Basin comprises 28% of total proved reserves. Acreage in the basin increased to nearly

300,000 net acres;

Demonstrated continued operational efficiencies, drilling "best in class" wells in each of our four primary focus areas.
Average domestic lease operating expenses, on a per barrel basis, decreased 7% over 2013;

Sold $1.5 billion in non-strategic assets and used proceeds to redeem our $600 million 7 % Senior Subordinated Notes
due 2018; and

€Commenced production from the Pearl oil development, located offshore China.

() Includes 8.5 Bcf of natural gas produced and consumed in operations.
2 Includes 2.1 Bef (3.8 MBOEPD) of natural gas produced and consumed in operations.

(3) PV-10 (as defined) is considered a non-GAAP financial measure by the SEC. See non-GAAP reconciliation in
"Reserves — Reserves Sensitivities" below.
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2015 Outlook

Until the last six months, crude oil prices have been reasonably stable, with NYMEX WTI averaging approximately
$95 per barrel over the past four years. During this time period, relatively easy access to low-cost capital and advances
in horizontal drilling and fracture stimulations led to significant growth in U.S. oil supply. Production in the U.S. in
October 2014 surpassed 9 million barrels a day, a level not seen since the mid-1980s. As a result of increased U.S.
production as well as other global supply and demand factors, crude oil prices declined by nearly 50% during the
fourth quarter of 2014 and continuing into the first quarter of 2015. As of February 20, 2015, NYMEX WTI was
approximately $50 per barrel and the three-year forward curve for NYMEX WTI was $61.37 per barrel. In light of the
foregoing, projected capital spending and drilling programs by exploration and production companies are expected to
dramatically decline.

Given the uncertainty regarding the timing and magnitude of an eventual recovery of crude oil prices, we have
reduced planned capital spending in 2015 by approximately 40% compared to 2014 levels, to $1.2 billion (excluding
approximately $120 million of expected capitalized interest and direct internal costs). At this investment level, capital
expenditures and cash flows for 2015 are expected to be relatively balanced.

Our primary goals during the next 12 months include:

epreserving liquidity and financial strength;

{imiting new borrowings and balancing capital investments with cash flows;

*high-grading investments based on rates of return;

*implementing a plan to reduce gross general and administrative expenses by 10% to 15%; and
*implementing a plan to reduce domestic per unit lease operating costs by approximately 5% to 15%.

Our 2015 domestic production, at the mid-point, is expected to be about 48.5 MMBOE, up 8% when adjusted for asset
sales during 2014. Including oil production from our recent Pearl development, offshore China, our total company
production is expected to increase 18% year-over-year.

Our estimated 2015 capital expenditure budget and estimated production for our strategic plays are shown below:

We are planning to reduce our activity levels in lower-return “held-by-production” areas across our portfolio, allowing
for increased investment in the higher-return Anadarko Basin of Oklahoma. Approximately 70% of our planned
capital investments in 2015 will be allocated to the Anadarko Basin, which is characterized by resilient economics at
lower prices and a deep inventory of drilling opportunities in the SCOOP, STACK and Springer plays. We expect the
ongoing reduction of service costs to further enhance returns in these plays. As such, we have elected to significantly
slow down our investments in the Uinta Basin, Williston Basin and Eagle Ford plays.

We currently expect to fund 2015 investments through cash flows from operations (inclusive of realized derivative
contract gains and losses) and borrowings under our credit facility, as needed. At year-end 2014, more than 85% of
our expected 2015 domestic crude oil production was subject to derivative instruments intended to manage the
variability associated with future

4
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changes in commodity prices. For a complete discussion of our derivative activities, a list of open contracts as of
December 31, 2014 and the estimated fair value of those contracts as of that date, see Note 5, “Derivative Financial
Instruments,” to our consolidated financial statements in Item 8 of this report.

Our Business Strategy

Despite a reduced capital budget in 2015 that is reflective of the current price environment, our primary, long-term
goal continues to be delivering stockholder value through consistent growth of cash flow, production and reserves.
Over the past several years, we have refined our asset base and focused our investments on oil and liquids-rich
resource plays in the United States. Today, we operate in several U.S. basins with our primary growth area located in
the Anadarko Basin. The Anadarko Basin has an extensive inventory of attractive opportunities capable of sustainable
growth. Key components of our business strategy include:

Focusing on organic opportunities through disciplined capital investments. While we consider various growth
opportunities, including strategic acquisitions, our primary focus is organic growth. Our capital program is designed to
allocate investments based on projects that maximize our production and reserve growth at attractive returns.

Continuously improving operations and returns. Controlling the costs to find, develop and produce oil, natural gas and
NGLs is critical to creating long-term stockholder value. Our focus areas are characterized by large, contiguous
acreage positions and multiple, stacked geologic horizons. As the operator of a majority of our leaseholds, we believe
we can consistently increase production and reserves while improving operational efficiencies. For example, in 2014,
we reduced our drilling days to total depth by as much as 11% in SCOOP and 24% in STACK, our largest capital
investment areas.

Preserving a strong and flexible capital structure. Maintaining a strong capital structure that protects our balance sheet
and liquidity is central to our business strategy. For 2015, our goal will be to continue to preserve financial flexibility
through strong credit metrics and ample liquidity as we seek to manage the inherent commodity price and operational
risks in our industry. As we have done historically, we may adjust our capital program throughout the year, divest
non-strategic assets and use derivatives to protect a portion of our future production from commodity price volatility
to ensure adequate funds to execute our drilling programs. For example, in 2014, we sold our Granite Wash and other
non-strategic assets for approximately $600 million and used the proceeds to redeem our $600 million 7 % Senior
Subordinated Notes due 2018.

Maintaining a diverse asset base with ongoing portfolio management. Beginning in 2009, we transitioned from a
conventional, natural gas-focused company to an unconventional company focused on oil and liquids-rich resource
plays in the United States. By maintaining an asset portfolio focused on several key U.S. basins, we increase our
flexibility to respond to, and limit our exposure to, the volatility and unique risks our industry faces, such as geologic
risks, geographic risks and regional price risks. In line with this element of our strategy and the current weakness in
commodity prices, approximately 70% of our 2015 capital investments will be focused on the high-return SCOOP and
STACK plays of the Anadarko Basin in Oklahoma.

Executing select, strategic acquisitions and divestitures. We target complementary acquisitions in existing core areas
and focus on acquisition opportunities where our operating and technical knowledge is transferable and drilling results
can be forecasted with confidence. In addition, from 2012 through 2014, we divested over $2.1 billion in non-strategic
assets, supplementing our cash flow and allowing our teams to focus on our core resource plays.

Attracting and retaining quality employees who are aligned with stockholders' interests. We believe in hiring top-tier
talent and are committed to our employees' career development. We believe that employees should be rewarded for
their performance and that their interests should be aligned with those of our stockholders. As a result, we reward and
encourage our employees through performance-based annual compensation and long-term equity-based incentives.

11
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Description of Properties

We have strategically focused on onshore resource plays in the United States. Our domestic plays represent
approximately 96% of our proved reserves at year-end 2014. The remaining 4% of our proved reserves are attributable
to our offshore developments in China.

Mid-Continent. Approximately 46% of our proved reserves are located in our Mid-Continent region. Our assets are
comprised of more than 400,000 net acres in the Anadarko and Arkoma basins where we have over a decade of
experience developing the Woodford Shale.

12



Edgar Filing: NEWFIELD EXPLORATION CO /DE/ - Form 10-K

Anadarko Basin. We have about 300,000 net acres in the Anadarko Basin. As of December 31, 2014, we had drilled
approximately 138 wells in the Anadarko Basin, with wells yielding high volumes of oil and natural gas liquids. Our
average net production in the fourth quarter of 2014 was approximately 54,000 BOEPD (27% oil and 34% NGLs), an
increase of 118% compared to the fourth quarter of 2013.

Arkoma Basin. We have significant dry gas production from the Arkoma Basin. The area represents approximately
18% of our total consolidated proved reserves. Our investment levels in this area have been significantly curtailed due
to low natural gas prices over the past several years. As of December 31, 2014, we had approximately 146,000 net
acres in the Arkoma Basin and our net production for the fourth quarter of 2014 was approximately 18,000 BOEPD
(99% dry gas). Substantially all of our acreage in this region is held by production.

Rocky Mountains. Approximately 43% of our proved reserves at year end 2014 are located in the Rocky Mountains
region. We are assessing and developing our Rocky Mountains region, which is comprised of more than 250,000 net
acres in the Williston Basin of North Dakota and Montana as well as the Uinta Basin of Utah. Our assets are primarily
oil and are characterized by long-lived production.

Williston Basin. We have approximately 92,000 net acres in the Williston Basin, of which approximately 40,000
acres are being developed in the Bakken and Three Forks plays of North Dakota. Our activities are currently focused
on development and we are drilling multi-well pads with lateral lengths as long as 10,000 feet. Fourth quarter 2014 net
production averaged approximately 20,000 BOEPD (74% oil and 10% NGLs), representing an increase of 47%
compared to the fourth quarter of 2013.

Uinta Basin. We have approximately 225,000 net acres in the Uinta Basin, and our operations can be divided into
two areas: the Greater Monument Butte Unit (GMBU) waterflood and an area to the north and adjacent to the GMBU
that we refer to as the Central Basin.

Our net production from the Uinta Basin during the fourth quarter of 2014 averaged approximately 25,000 BOEPD
(78% oil and 3% NGLs). As of December 31, 2014, we have drilled a combination of 83 vertical and horizontal wells
in the Central Basin to hold our acreage. Overall production in the Uinta Basin grew 11% in the fourth quarter of 2014
compared to the fourth quarter of 2013.

Onshore Gulf Coast. About 7% of our proved reserves are located in the onshore Gulf Coast region. We have
approximately 25,000 net acres currently in development, most of which are located primarily in Dimmit and
Atascosa counties in Texas. Our acreage in the Eagle Ford play produced approximately 11,000 BOEPD (52% oil and
249% NGLs) during the fourth quarter of 2014.

China. Approximately 23 MMBOE, or 4%, of our proved reserves are located in China. Our Pearl facility, located in
the South China Sea, is currently producing oil from three wells. An additional four wells are planned that will require
net capital investments in 2015 of approximately $40 million. The Pearl facility is expected to reach peak production
by mid-2015. Previously, our China assets were included in discontinued operations as they were being marketed for
sale. In December 2014, after not being able to obtain an acceptable offer for our China business due to the substantial
decline in commodity prices, we decided to retain the assets. Accordingly, the China business was reclassified to
continuing operations during the fourth quarter of 2014.

Other. Over the last several years, we slowed our activities in our conventional natural gas plays and have sold
numerous non-strategic assets. As of December 31, 2014, our conventional onshore plays in Texas produced
approximately 5,700 BOEPD, consisting of 200 BOPD of oil, 300 BOEPD of NGLs and 31 MMcf/d of natural gas.
We expect our production in these conventional plays to continue to experience natural declines in 2015 due to limited
investment.

13
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Divestitures

Over the last three years, we have divested over $2.1 billion of non-strategic assets in order to re-align our strategic
focus toward liquids-rich resource plays in the United States, reduce overall debt and enhance liquidity. In conjunction
with our continued portfolio management strategy, we sold or closed the sale of certain assets in 2014 as described
below.

Granite Wash. In September 2014, we closed on the sale of our Granite Wash assets, located primarily in Texas, for
approximately $588 million (subject to customary purchase price adjustments). We used proceeds from the Granite

Wash sale

6
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to repay outstanding debt. Please see discussion in Note 4, “Oil and Gas Assets,” to our consolidated financial
statements in Item 8 of this report.

Malaysia. In February 2014, Newfield International Holdings, Inc., a wholly-owned subsidiary of the Company,
closed the sale of our Malaysia business to SapuraKencana Petroleum Berhad, a Malaysian public company, for $898
million. We used proceeds from the sale of our Malaysia business to fund capital expenditures during 2014. Please see
discussion in Note 3, “Discontinued Operations,” to our consolidated financial statements in Item 8 of this report.

Reserves
Estimates of Proved Reserves

All reserve information in this report is based on estimates prepared by our petroleum engineering staff and is the
responsibility of management. The preparation of our oil and gas reserves estimates is completed in accordance with
our prescribed internal control procedures, which include verification of data input into our reserves forecasting and
economics evaluation software, as well as multi-discipline management reviews, as described below. The technical
employee responsible for overseeing the preparation of the reserves estimates has a Bachelor of Science in Petroleum
Engineering, with more than 30 years of experience (including over 20 years of experience in reserve estimation).

Our reserves estimates are made using available geological and reservoir data as well as production performance data.
These estimates, made by our petroleum engineering staff, are reviewed annually with management and revised, either
upward or downward, as warranted by additional data. The data reviewed includes, among other things, seismic data,
well logs, production tests, reservoir pressures, and individual well and field performance data. The data incorporated
into our interpretations includes structure and isopach maps, individual well and field performance and other
engineering and geological work products such as material balance calculations and reservoir simulation to arrive at
conclusions about individual well and field projections. Additionally, offset performance data, operating expenses,
capital costs and product prices factor into estimating quantities of reserves. Revisions are necessary due to changes
in, among other things, reservoir performance, prices, economic conditions and governmental regulations, as well as
changes in the expected recovery rates associated with development drilling. Sustained decreases in prices, for
example, may cause a reduction in some reserves due to reaching economic limits sooner.

Actual quantities of reserves recovered will most likely vary from the estimates set forth below. Reserves and cash
flow estimates rely on interpretations of data and require assumptions that may be inaccurate. For a discussion of these
interpretations and assumptions, see “Actual quantities of oil, gas and NGL reserves and future cash flows from those
reserves will most likely vary from our estimates” under Item 1A, “Risk Factors,” of this report. See “Supplementary
Financial Information — Supplementary Oil and Gas Disclosures” in Item 8 of this report for additional reserves
disclosures.

At year-end 2014, we had proved reserves of 645 MMBOE, 5% higher than year-end 2013. The table below
summarizes our proved reserves by area at December 31, 2014.

Proved Percentage of
Reserves Proved Reserves
(MMBOE)
Domestic:
Mid-Continent 294 46 %
Rocky Mountains 280 43 %
Onshore Gulf Coast 48 7 %
Total Domestic 622 96 %
International:
China 23 4 %
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The following table shows by country and in the aggregate a summary of our proved oil and gas reserves as of
December 31, 2014.
Oil and Natural

NGLs Total

Condensate Gas

(MMBbls) (Bcf) (MMBbls) (MMBOE)
Proved Developed Reserves:
Domestic 135 938 38 329
China 9 — — 9
Total Proved Developed 144 938 38 338
Proved Undeveloped Reserves:
Domestic 143 669 38 293
China 14 — — 14
Total Proved Undeveloped 157 669 38 307
Total Proved Reserves 301 1,607 76 645

Total Proved Reserves

Our estimates of proved reserves and related PV-10 and standardized measure of future net cash flows as of December
31, 2014 are calculated based upon SEC pricing, which uses a twelve-month unweighted average
first-day-of-the-month oil and natural gas benchmark prices, adjusted for marketing and other differentials. The prices
of crude oil, domestic natural gas and NGLs have declined substantially since June 2014. Sustained lower prices will
result in future SEC pricing being substantially lower, which, absent significant proved reserve additions and/or cost
reductions, will reduce future estimated proved reserve volumes due to lower economic limits and economic return
thresholds for undeveloped reserves, as well as impact our quarterly full cost impairment ceiling tests and
volume-dependent depletion cost calculations.

Our year-end 2014 proved reserves of 645 MMBOE consisted of 291 MMBOE proved developed producing, 47
MMBOE proved developed non-producing and 307 MMBOE proved undeveloped reserves. Our proved liquids
reserves at year-end 2014 were 377 million barrels, compared to 338 million barrels at year-end 2013, an increase of
12%. During 2014, oil and condensate reserves increased 31 million barrels and NGL reserves increased 8 million
barrels. At year-end 2014, 80% of our proved liquids reserves were crude oil or condensate. At December 31, 2014,
our proved natural gas reserves were 1,607 Bcf, which represented a decrease of 2% compared to 2013.

During 2014, we added 72 MMBOE through extensions, discoveries and other additions. Consistent with our
continued focus on domestic liquids, our 2014 additions were 99% domestic and 74% were liquids, which was 42
million barrels of oil and 12 million barrels of NGLs. Through infill drilling revisions, we added 77 MMBOE. At
December 31, 2014, the SEC pricing for natural gas was $4.35 per MMBtu, a 19% increase compared to the prior
year-end, and pricing for oil was $94.98 per barrel, a 2% decrease compared to the prior year-end. As a result, we
revised our total proved reserves upward by 3 MMBOE for pricing changes. During 2014, we purchased 9 MMBOE
and divested 49 MMBOE. Divestitures included 38 MMBOE in the Granite Wash and 10 MMBOE in Malaysia.
During 2014, we had a negative 29 MMBOE performance revision primarily associated with the Arkoma Woodford,
the Greater Monument Butte Unit and the Uinta's Wasatch formation.

Proved Undeveloped Reserves

Our proved undeveloped reserves at December 31, 2014 were 307 MMBOE compared to 275 MMBOE at

December 31, 2013. Liquids comprised 64% of our total proved undeveloped reserves as of December 31, 2014.
During 2014, we invested approximately $0.8 billion of drilling, completion and facilities-related capital to convert 60
MMBOE of our December 31, 2013 proved undeveloped reserves into proved developed reserves. During 2014, we
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added 52 MMBOE of new proved undeveloped reserves through discoveries, extensions and other additions. In 2014,
we had positive revisions of 34 MMBOE that were primarily related to successful infill drilling in our large onshore
areas such as the Anadarko Basin offset by development plan updates. During 2014, we had a 6 MMBOE net increase
due to sales and acquisitions. We continually assess the economic viability of our proved undeveloped reserves and
direct capital resources to develop the areas that will provide the greatest stockholder value.

Proved undeveloped reserve quantities are limited by the activity level of development drilling we have intent to
undertake during the 2015-2019 five-year period. We have estimated capital expenditures of approximately $575
million to develop our

8
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proved undeveloped reserves in 2015 in our reserve report as of December 31, 2014, which is consistent with our
2015 capital budget. Of the 307 MMBOE of proved undeveloped reserves at December 31, 2014, 39 MMBOE is
associated with the Greater Monument Butte waterflood and exceed five years from the date of first booking. The
waterflood requires the timely and orderly drilling of production and water injection wells, conversion of producing
wells to injection wells and the injection of certain amounts of water before all producing wells are drilled to optimize
oil recovery and project economics. For additional information regarding the changes in our proved reserves, see our
"Supplementary Financial Information — Supplementary Oil and Gas Disclosures" under Item 8 of this report.

During the years 2012, 2013 and 2014, we developed 9%, 12% and 22%, respectively, of our prior year-end proved
undeveloped reserves. The development plans in our year-end reserve report reflect (i) the allocation of capital to
projects in the first year of activity based upon the initial budget for such year and (ii) in subsequent years, the capital
allocation in our five-year business plan, each of which generally is governed by our expectations for capital
investment in such time period. Changes in commodity pricing between the time of preparation of the reserve report
and actual investment, investment alternatives that may have been added to our portfolio of assets, changes in the
availability and costs of oilfield services, and other economic factors may lead to changes in our development plans.
As a result, the future rate at which we develop our proved undeveloped reserves may vary from historical
development rates. Continued sustained low oil and natural gas prices through 2015 could also render some of our
proved undeveloped reserves uneconomic at SEC pricing or compel us to reevaluate our project commitments to
certain development projects.

Reserves Sensitivities

Our year-end 2014 reserve estimates were prepared using SEC pricing for crude oil of $94.98 per barrel and natural
gas of $4.35 per MMBtu. The current forward curve for commodity prices is materially lower compared to year-end
2014 SEC pricing; therefore, the following sensitivity table is provided to illustrate the estimated impact on our
proved reserve volumes and value. In addition to different price assumptions, the sensitivities below include assumed
capital and expense reductions we expect to realize at lower commodity prices. The reduction in proved reserve
volumes is attributable to reaching the economic limit sooner. The proved undeveloped change in volumes is a result
of well locations no longer meeting our investment criteria as well as reaching the economic limit sooner.

These sensitivity cases are only to demonstrate the impact that a lower price and cost environment may have on
reserves volumes and PV-10. There is no assurance that these prices or cost savings will actually be achieved.

Actual at
December 31, Sensitivity A Sensitivity B
2014
Crude oil price (per Bbl) $ 94.98(H $ 70.00® $ 60.00@
Natural gas price (per MMBtu) $ 435 $ 4.002 $ 3.50@
Capital expenditure reduction n/a 25 % 25 %
Operating expense reduction n/a 15 % 15 %
Proved developed reserves (MMBOE) 338 335 328
Proved undeveloped reserves (MMBOE) 307 299 266
Total proved reserves (MMBOE) 645 634 594
Proved reserve PV-10 value (before tax, in millions) $ 8,787 $ 6,210 $ 4,472
Present value of future income tax expense 2,575 1,399 713
Standardized measure of discounted future net cash flows $ 6,212 $ 4,811 $ 3,759

(1) SEC pricing before adjustment for market differentials.
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(2) Prices represent potential SEC pricing based on different pricing assumptions before adjustment for market
differentials.

PV-10 is a non-GAAP financial measure and generally differs from the standardized measure of discounted future net
cash flows (the most directly comparable measure calculated and presented under U.S. generally accepted accounting
principles), because it does not include the effects of income taxes on future net revenues. Neither PV-10 nor the
standardized measure represents an estimate of the fair market value of our crude oil and natural gas properties. We
and others in the oil and natural gas industry

9
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use PV-10 as a measure to compare the relative size and value of proved reserves held by companies without regard to
the specific income tax characteristics of such entities. The following table shows a reconciliation of PV-10 to the
standardized measure:

Continuing Operations D1scon.t inued
Operations
Domestic China Malaysia Total
(In millions)
December 31, 2014:
Proved reserve PV-10 value (before tax) $7,723 $1,064 $— $8,787
Present value of future income tax expense 2,393 182 — 2,575
Standardized measure of discounted future net cash flows $5,330 $882 $— $6,212
December 31, 2013:
Proved reserve PV-10 value (before tax) $6,637 $1,135 $303 $8,075
Present value of future income tax expense 2,009 233 — 2,242
Standardized measure of discounted future net cash flows $4,628 $902 $303 $5,833

Reserves Concentration

The table below sets forth the concentration of our proved reserves attributable to our largest fields (those whose
reserves are greater than 15% of our total proved reserves). Our largest fields by volume, SCOOP, the Greater
Monument Butte Unit and Arkoma Woodford Shale, accounted for approximately 48% of the total net present value
of our proved reserves at December 31, 2014.
Percentage of
Proved Reserves
10 largest fields 91%
3 largest fields 61%
Largest Fields. The table below sets forth the annual production volumes, average realized prices and related
production cost structure on a per unit-of-production basis for our largest fields. For a discussion regarding our total
domestic and international annual production volumes, average realized prices, related cost structure and information
about our contractual obligations and delivery commitments, see Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” which disclosure is incorporated herein by reference.

10
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Production:

Crude oil and condensate (MBDIs)
SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale

Natural gas (Bcf)

SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale

NGLs (MBbls)

SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale

Total production by field (MBOE)
SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale

Average Realized Prices:(D)
Crude oil and condensate (per Bbl)
SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale
Natural gas (per Mcf)
SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale
NGLs (per Bbl)

SCOOP

Greater Monument Butte Unit
Arkoma Woodford Shale

Average realized prices by field (per BOE)

SCOOP
Greater Monument Butte Unit
Arkoma Woodford Shale

Average Production Cost:
SCOQP (per BOE)

Greater Monument Butte Unit (per BOE)

Arkoma Woodford Shale (per BOE)

(1) Does not include impact of derivative gains or losses.

11

Year Ended December 31,
2014 2013
2,548 1,323
4,062 3,764
44 65
34.5 16.8
1.2 0.5
41.7 51.7
4,762 1,888
150 152

67 75
13,066 5,999
4,411 4,001
7,057 8,746
$85.66 $93.75
74.40 78.24
90.44 93.71
$3.96 $3.35
4.09 4.74
4.08 3.31
$29.54 $31.62
48.33 52.26
19.11 20.62
$37.94 $40.01
71.27 76.20
24.82 20.43
$4.58 $4.38
25.68 24.14
14.82 12.62

2012

379
3,720
130

5.1
1.9
63.2

653
133
86

1,857
4,172
10,755

$86.03
77.58
90.54

$2.33
1.71
2.35

$25.16
63.92
27.64

$32.73
71.99
15.14

$4.59
16.48
10.80
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Drilling Activity

The following table sets forth the number of oil and gas wells that completed drilling for each of the last three years.
2012
Gross

2014
Gross
Exploratory wells:
Domestic:
Productive 254
Nonproductive —
China:
Nonproductive 1
Malaysia:(D)
Productive —
Nonproductive —
Exploratory well total 255
Development wells:
Domestic:
Productive 326
China:
Productive 2
Malaysia:(D)
Productive —
Development well total 328

(1)Classified as discontinued operations.

Net

114

115

231

232

2013
Gross

297

301

237

12
252

Net

118

121

184

193

263

[\

267

240

12
252

Net

135

138

195

203

We were in the process of drilling 20 gross (15 net) development wells domestically at December 31, 2014. In China
we were drilling one gross (one net) development well at December 31, 2014.

12
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Productive Wells

As of December 31, 2014, we had the following productive oil and gas wells.

Company Outside Total

Operated Wells Operated Wells Productive Wells

Gross Net Gross Net Gross Net
Domestic:
Oil 2,651 2,153 903 78 3,554 2,231
Natural gas 1,170 909 1,182 167 2,352 1,076
China:
Oil 2 1 42 5 44 6
Total:
Oil 2,653 2,154 945 83 3,598 2,237
Natural gas 1,170 909 1,182 167 2,352 1,076
Total 3,823 3,063 2,127 250 5,950 3,313

The day-to-day operations of oil and gas properties are the responsibility of an operator designated under pooling or
operating agreements or production sharing contracts. The operator supervises production, maintains production
records, employs or contracts for field personnel and performs other functions.

Acreage Data

The following two tables list by geographic area interests we owned in developed and undeveloped oil and gas

acreage at December 31, 2014, along with a summary by year of our undeveloped acreage scheduled to expire in the
next five years. In most cases, the drilling of a commercial well, or the filing and approval of a development plan or
suspension of operations will hold the acreage beyond the expiration date. Domestic ownership interests are onshore
and generally take the form of “working interests” in oil and gas leases that have varying terms. International ownership
interests are offshore and generally arise from participation in PSCs.

Total Acreage

Developed Acres Undeveloped Acres
Gross Net Gross Net
(In thousands)
Domestic:
Mid-Continent 814 286 344 210
Rocky Mountains 280 196 470 324
Onshore Gulf Coast 305 217 29 26
Total Domestic 1,399 699 843 560
China: 34 9 — —
Total 1,433 708 843 560
Expiring Acreage
Undeveloped Acres Expiring
2015 2016 2017 2018 2019
Gross  Net Gross  Net Gross  Net Gross  Net Gross  Net
(In thousands)
Domestic:
Mid-Continent 62 39 70 40 37 24 1 — — —
Rocky Mountains 106 73 86 37 77 68 3 11 10
Onshore Gulf Coast 14 14 — — 2 2 — — — —
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182 126 156 77 116 94 8 3
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At December 31, 2014, we owned fee mineral interests in 557,626 gross (121,561 net) acres. These interests do not
expire.

Title to Properties

We believe that we have satisfactory title to substantially all of our producing properties in accordance with generally
accepted industry standards. Individual properties may be subject to burdens such as royalty, overriding royalty,
carried, net profits, working and other outstanding interests customary in the industry. In addition, interests may be
subject to obligations or duties under applicable laws or burdens such as production payments, ordinary course liens
incidental to operating agreements and for current taxes, development obligations under oil and gas leases or capital
commitments under our PSCs in China. Prior to acquiring undeveloped properties, we endeavor to perform a title
investigation that is thorough but less vigorous than that we endeavor to conduct prior to drilling, which is consistent
with standard practice in the oil and gas industry. Generally, before we commence drilling operations on properties
that we operate, we conduct a title examination and perform curative work with respect to significant defects that we
identify. We believe that we have performed title examination with respect to substantially all of our active properties
that we operate.

Marketing

Substantially all of our oil, natural gas and NGLs are sold at market-based prices to a variety of purchasers, primarily
under short-term contracts (less than 12 months). We also have long-term contracts in the Uinta Basin at market-based
prices, less a variable differential that becomes fixed below certain market price thresholds. For a list of purchasers of
our production that accounted for 10% or more of our total revenues for the three preceding calendar years, please see
Note 1, “Organization and Summary of Significant Accounting Policies — Major Customers,” to our consolidated
financial statements in Item 8 of this report, which information is incorporated herein by reference. We believe that
the loss of any of these purchasers would not have a material adverse effect on us because alternative purchasers are
available.

Historically, our access to refining capacity outside of the Salt Lake City area has been restricted due to limited
transportation and refining options because of the paraffin content of our Uinta Basin production. As such, we have
two long-term agreements with two refineries in the Salt Lake City area that run through 2020 and 2025. These
agreements require us to deliver a combined 38,000 BOPD of crude oil. Since these agreements were entered into,
developments in rail transportation in the area have reduced our dependence on the Salt Lake City refiners. Please see
the discussion regarding potential delivery commitment shortfalls related to these agreements under "Contractual
Obligations" in Item 7 of this report.

Competition

Competition in the oil and gas industry is intense, particularly with respect to the hiring and retention of technical
personnel, the acquisition of properties and access to drilling rigs and other services. Please see the discussion under
“Competition for, or the loss of, our senior management or experienced technical personnel may negatively impact our
operations or financial results” and “Competition in the oil and gas industry is intense” in Item 1A of this report, which
information is incorporated herein by reference.

Segment Information

For more information on our continuing operations by segment, see Note 14, “Segment Information,” to our

consolidated financial statements in Item 8 of this report.
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Employees

As of February 20, 2015, we had 1,331 employees. All but 61 of our employees were located in the United States.
None of our employees are covered by a collective bargaining agreement. We believe that relationships with our
employees are satisfactory.

Regulation

Exploration and development and the production and sale of oil and gas are subject to extensive federal, state,
provincial, tribal, local, foreign and international regulations. An overview of these regulations is set forth below. We
believe we are in substantial compliance with currently applicable laws and regulations and that continued substantial
compliance with existing requirements will not have a material adverse effect on our financial position, cash flows or
results of operations. However, current regulatory requirements may change, currently unforeseen resource or
environmental incidents may occur or past non-compliance with environmental laws or regulations may be

discovered. Please see the discussion under the caption “We are subject to complex laws and regulatory actions that can
affect the cost, manner, feasibility or timing of doing business,” in Item 1A of this report.

General Overview. Our oil and gas operations are subject to various federal, state, provincial, tribal, local, foreign
and international laws and regulations. Generally speaking, these regulations relate to matters that include, but are not
limited to:

acquisition of seismic
data;
docation of wells;
size of drilling and spacing units or proration units;
number of wells that may be drilled in a unit;
unitization or pooling of oil and gas properties;
drilling, casing and cementing of wells;
tssuance of permits in connection with exploration, drilling and production;
well production;
spill prevention plans;
protection of private and public surface and ground water supplies;
emissions reporting, permitting or limitations;
protection of endangered species and habitat;
occupational safety and health;
use, transportation, storage and disposal of fluids and materials incidental to oil and gas operations;
surface usage and the restoration of properties upon which wells have been drilled;
calculation and disbursement of royalty payments and production taxes;
plugging and abandoning of wells;
¢ransportation of production; and
export of natural gas.

Federal Regulation of Drilling and Production. Many of our domestic oil and gas leases are granted by the federal
government and administered by the BSEE, ONRR or the BLM, all federal agencies. BLM leases contain relatively
standardized terms and require compliance with detailed BLM, BSEE and ONRR regulations. Many onshore leases
contain

15
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stipulations limiting activities that may be conducted on the lease. Some stipulations are unique to particular
geographic areas and may limit the time during which activities on the lease may be conducted, the manner in which
certain activities may be conducted or, in some cases, may ban surface activity. Under certain circumstances, the BLM
or the BSEE, as applicable, may require that our operations on federal leases be suspended or terminated. Any such
suspension or termination could materially and adversely affect our financial condition, cash flows and results of
operations.

State and Local Regulation of Drilling and Production. We own interests in properties located onshore in a number
of states. These states regulate drilling and operating activities by requiring, among other things, permits for the
drilling of wells, maintaining bonding requirements in order to drill or operate wells, and regulating the location of
wells, the method of drilling and casing wells, disclosure of hydraulic fracturing fluid composition, the surface use
and restoration of properties upon which wells are drilled and the plugging and abandonment of wells. The laws of
these states also govern a number of environmental and conservation matters, including the handling and disposing or
discharge of waste materials, the size of drilling and spacing units or proration units and the density of wells that may
be drilled, unitization and pooling of oil and gas properties and establishment of maximum rates of production from
oil and gas wells. Some states have the power to prorate production to the market demand for oil and gas. The effect
of these regulations is to limit the amounts of oil and gas we can produce from our wells and to limit the number of
wells or the locations at which we can drill.

Environmental Regulations. We are subject to various federal, state, provincial, tribal, local, foreign and
international laws and regulations concerning occupational safety and health, oil and gas production, as well as the
discharge of materials into, and the protection of, the environment. Environmental laws and regulations relate to,
among other things:

assessing the environmental impact of seismic acquisition, drilling or construction activities;

the generation, storage, transportation and disposal of waste materials and flowback or produced water;

the emission of certain gases or materials into the atmosphere;

the construction and placement of wells;

.the monitoring, abandonment, reclamation and remediation of wells and other sites, including sites of former
operations;

various environmental reporting and permitting requirements;

the development of emergency response and spill contingency plans;

disclosure of chemicals used in hydraulic fracturing; and

protection of private and public surface and ground water supplies.

We consider the costs of environmental regulatory compliance and protection and safety and health compliance
necessary and manageable parts of our business. We have been able to plan for and comply with environmental
regulations without materially altering our operating strategy or incurring significant unreimbursed expenditures.
However, based on regulatory trends and increased stringency, our capital expenditures and operating expenses related
to the protection of the environment and safety and health compliance have increased over the years and will likely
continue to increase. We cannot predict with any reasonable degree of certainty our future exposure concerning such
matters and the cost of compliance could be significant. Failure to comply with these laws and regulations may result
in the assessment of administrative, civil and criminal penalties, the imposition of remedial and damage payment
obligations, or the issuance of injunctive relief (including orders to cease operations).

Both onshore and offshore drilling in certain areas has been opposed by environmental groups and, in certain areas,
has been restricted or banned by governmental authorities. Moreover, some environmental laws and regulations may
impose strict liability regardless of fault or knowledge, which could subject us to liability for conduct that was lawful
at the time it occurred or conduct or conditions caused by prior operators or third parties. To the extent future laws or
regulations are implemented or other governmental action is taken that prohibits, restricts or materially increases the
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costs of onshore or offshore drilling, or imposes environmental protection requirements that result in increased costs
to the oil and gas industry in general, our business and financial results could be adversely affected.

Discharges to waters of the U.S. are further regulated and limited under the federal Clean Water Act (“CWA”) and
analogous state and tribal laws. The CW A prohibits any discharge of pollutants into waters of the United States except
in

16

30



Edgar Filing: NEWFIELD EXPLORATION CO /DE/ - Form 10-K

compliance with permits issued by federal and state governmental agencies. Failure to comply with the CWA,
including discharge limits set by permits issued pursuant to the CWA, may also result in administrative, civil or
criminal enforcement actions. The CWA also requires the preparation of oil spill response plans and spill prevention,
control and countermeasure or “SPCC” plans. We have such plans in place and have made changes as necessary due to
regulatory changes by the U.S. Environmental Protection Agency, also known as the “EPA,” that became effective in
November 2009.

The National Environmental Policy Act, or NEPA, requires federal agencies, including the Department of Interior, to
evaluate major agency actions having the potential to significantly impact the environment. Compliance with this
requirement may lead to additional costs and delays in permitting for operators as the BLM may need to prepare
additional Environmental Assessments and more detailed Environmental Impact Statements, which would be
available for public review and comment. In addition, the White House Council on Environmental Quality recently
issued draft guidance requiring consideration of climate change impacts in NEPA reviews, which may result in
requirements to deploy additional air pollution control measures. These additional requirements could increase our
compliance costs.

The Endangered Species Act restricts activities that may affect federally-identified endangered and threatened species
or their habitats through the implementation of operating restrictions or a temporary, seasonal or permanent ban on
operations in affected areas. Similarly, the Migratory Bird Treaty Act, or MBTA, implements various treaties and
conventions between the U.S. and certain other nations for the protection of migratory birds. Under the MBTA, the
taking, killing or possessing of migratory birds is unlawful without a permit, thereby potentially requiring the
implementation of operating restrictions or a temporary, seasonal or permanent ban in affected areas.

The Resource Conservation and Recovery Act, or RCRA, generally regulates the disposal of solid and hazardous
wastes and imposes certain environmental cleanup obligations. Although RCRA specifically excludes from the
definition of hazardous waste “drilling fluids, produced waters and other wastes associated with the exploration,
development or production of crude oil, natural gas or geothermal energy,” the EPA and state agencies may regulate
these wastes as solid wastes. Moreover, ordinary industrial wastes, such as paint wastes, waste solvents, laboratory
wastes and waste oils, may be regulated as hazardous waste.

The Comprehensive Environmental Response, Compensation, and Liability Act, also known as CERCLA or
Superfund, and comparable state laws impose liability, without regard to fault or the legality of the original conduct,
on persons that are considered to have contributed to the release of a “hazardous substance” into the environment. Such
“responsible parties” may be subject to joint and several liability under the Superfund law for the costs of cleaning up
the hazardous substances that have been released into the environment and for damages to natural resources, and 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. We currently own or lease
onshore properties that have been used for the exploration and production of oil and natural gas for a number of years.
Many of these onshore properties have been operated by third parties whose treatment and disposal or release of
hydrocarbons or other wastes was not under our control. These properties and any wastes that may have been disposed
or released on them may be subject to the Superfund law, RCRA and analogous state laws and common law
obligations, and we potentially could be required to investigate and remediate such properties, including soil or
groundwater contamination by prior owners or operators, or to perform remedial plugging or pit closure operations to
prevent future contamination.

The Clean Air Act, or CAA, and comparable state statutes regulate and limit the emission of air pollutants by the
Company and affect our oil and gas operations. New facilities may be required to obtain separate construction and
operating permits before construction work can begin or operations may start, and existing facilities may be required
to incur capital costs in order to remain in compliance. Also, the EPA has developed and continues to develop more
stringent regulations governing emissions of toxic air pollutants, and is considering the expanded regulation of
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existing air pollutants and additional air pollutants. In addition, the EPA promulgated regulations that are designed to
reduce the emission of volatile organic chemicals (VOCs) and that will require oil and gas companies by 2015 to
utilize “green completions” to capture VOCs and other air pollutants when natural gas wells are fracked. Such
regulations may increase the costs of compliance for some facilities or the market price for oil and natural gas.

In addition, while the federal Safe Drinking Water Act, or SDWA, generally excludes hydraulic fracturing from the
definition of underground injection, it does not exclude hydraulic fracturing involving the use of diesel fuels. In 2014,
the EPA issued draft permitting guidance governing hydraulic fracturing with diesel fuels. While we do not use diesel
fuels in our hydraulic fracturing fluids, we may become subject to federal permitting under SDWA if our fracturing
formula changes. In addition, the SDWA grants the EPA broad authority to take action to protect public health when
an underground source of drinking water is threatened with pollution that presents an imminent and substantial
endangerment to humans.
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The Occupational Safety and Health Act, or OSHA, and comparable state statutes regulate the protection of the health
and safety of workers. The OSHA hazard communication standard requires maintenance of information about
hazardous materials used or produced in operations and provision of such information to employees. Other OSHA
standards regulate specific worker safety aspects of our operations. Failure to comply with OSHA requirements can
lead to the imposition of penalties.

For more than a decade, Congress has been considering a variety of sectoral or economy-wide market-based tax,
energy or environmental mechanisms to regulate or induce the reduction of emissions of greenhouse gases by several
commercial or industrial sectors. In June of 2009, the U.S. House of Representatives passed a cap and trade bill

known as the American Clean Energy and Security Act of 2009. In addition, more than one-third of the states have
implemented some form of legal measure to regulate or reduce emissions of greenhouse gases. On April 2, 2007, the
United States Supreme Court in Massachusetts, et al. v. EPA, held that carbon dioxide may be regulated as an “air
pollutant” under the CAA. On December 7, 2009, the EPA responded to the Massachusetts, et al. v. EPA decision with
an “endangerment finding” for greenhouse gases emitted from certain mobile sources. The EPA finding concluded that
such GHG emissions “cause or contribute to air pollution which may reasonably be anticipated to endanger public
health or welfare” and contribute to the threat of climate change.

In 2013, the United States Court of Appeals for the District of Columbia Circuit upheld, in Coalition for Responsible
Regulation, Inc. v. EPA, the EPA endangerment finding. On October 15, 2013, the United States Supreme Court
declined to review the EPA’s endangerment finding or its underlying scientific conclusions, as well as the regulations
governing emissions of GHGs from motor vehicles, but granted review on several stationary source permitting issues
under the CAA. By leaving the endangerment finding undisturbed, the Court has effectively affirmed the EPA’s
authority to regulate GHGs under the CAA.

In June 2013, the President of the United States released a Climate Action Plan which sets forth a series of executive
actions the current administration intends to undertake to address climate change. The Climate Action Plan includes a
two-part directive that the EPA promulgate rules to regulate GHG emissions from new and existing fossil fuel power
plants on a defined schedule and consider employing market-based mechanisms. Specifically, the President issued a
Presidential Memorandum directing the EPA to propose and timely finalize carbon emission standards for certain new
fossil fuel power plants under Section 111(b) of the CAA, and to propose carbon emission “standards, regulations or
guidelines” for existing fossil fuel power plants under Section 111(d) of the CAA. The EPA intends to promulgate final
carbon standards for new and existing fossil fuel power plants by mid-2015. The rule for existing sources, in
particular, may require states to develop plans to maintain “greenhouse gas budgets” under certain thresholds. As a
result, states may seek to impose additional air requirements on oil and gas operations to meet these budgets. The EPA
also announced in January 2015 that it would be issuing methane regulations for the oil and gas industry by mid-2015.
We do not yet know what such regulations would require or how they might impact our operations.

Several other federal agencies and state governments are considering or have already implemented rules to regulate,
monitor, or induce market reductions of GHG emissions. It is not possible at this time, however, to predict the
applicability or stringency of future GHG mitigation regulations for the oil and gas industry, if at all, or how any new
legislation or regulations would impact our business. Any such future federal laws and regulations could affect oil and
natural gas commodity market pricing, and result in increased costs of compliance, or additional operating restrictions.
Any additional costs or operating restrictions associated with GHG legislation or regulations could have material
adverse effects on our operating results and cash flows, in addition to the demand for the natural gas and other
hydrocarbon products that we produce.

In addition, federal, state, tribal and local agencies are considering or have already implemented regulations related to
hydraulic fracturing. Hydraulic fracturing involves using water, sand, and certain chemicals pumped at high pressure
to fracture the hydrocarbon-bearing rock formation to allow flow of hydrocarbons into the wellbore. The
hydraulic-fracturing process is typically regulated by state oil and natural gas agencies, although the EPA and other
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federal regulatory agencies have taken steps to impose federal regulatory requirements. Certain states in which we
operate or own interests, such as Texas, have adopted, and other states are considering adopting, regulations that could
impose more stringent permitting, public disclosure, and well construction requirements on hydraulic-fracturing
operations or otherwise seek to ban fracturing activities altogether.

For example, Texas adopted a law in June 2011 requiring disclosure to the Railroad Commission of Texas (RCT) and
the public of certain information regarding the components used in the hydraulic-fracturing process, and the RCT
adopted rules regarding the same in December 2011. We currently voluntarily disclose all chemicals used in our
hydraulic fracturing through FracFocus (http://fracfocus.org), the national hydraulic fracturing chemical registry
managed by the Ground Water Protection Council and Interstate Oil and Gas Compact Commission, two
organizations whose missions both revolve around conservation and environmental protection. Nevertheless, in May
2014, the EPA published an Advanced Notice of Proposed Rulemaking under the Toxic Substances Control Act to
develop a federal approach to obtain information on chemical substances and mixtures used in hydraulic fracturing.
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Federal Regulation of Sales and Transportation of Natural Gas. Our sales of natural gas are affected directly or
indirectly by the availability, terms and cost of natural gas transportation. The prices and terms for access to pipeline
transportation of natural gas are subject to extensive federal and state regulation. The transportation and sale for resale
of natural gas in interstate commerce is regulated primarily under the Natural Gas Act, or NGA, and by regulations
and orders promulgated under the NGA by the FERC. In certain limited circumstances, intrastate transportation and
wholesale sales of natural gas may also be affected directly or indirectly by laws enacted by Congress and by FERC
regulations.

Pursuant to authority delegated to it by the Energy Policy Act of 2005, or EPAct 2005, FERC promulgated
anti-manipulation regulations establishing violation enforcement mechanisms which make it unlawful for any entity,
directly or indirectly, in connection with the purchase or sale of natural gas or the purchase or sale of transportation
services subject to the jurisdiction of FERC to use or employ any device, scheme, or artifice to defraud, to make any
untrue statement of a material fact or to omit to state a material fact necessary in order to make the statements made,
in the light of the circumstances under which they were made, not misleading, or to engage in any act, practice, or
course of business that operates or would operate as a fraud or deceit upon any entity. Violation of these requirements,
similar to violations of other NGA and FERC enforcement authorities, may be subject to investigation and penalties of
up to $1 million per day per violation. FERC may also order disgorgement of profit and corrective action. We believe,
however, that neither the EPAct 2005 nor the regulations promulgated by FERC as a result of the EPAct 2005 will
affect us in a way that materially differs from the way they affect other natural gas producers, gatherers and marketers
with which we compete.

Our sales of oil and natural gas are also subject to anti-manipulation and anti-disruptive practices authority under the
Commodity Exchange Act, or CEA, as amended by the Dodd-Frank Wall Street R