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PART I

Items 1. and 2. Business and Properties

General

Goodrich Petroleum Corporation, a Delaware corporation (together with its subsidiary, “we,” “our,” or “the Company”’)
formed in 1995, is an independent oil and natural gas company engaged in the exploration, development and
production of oil and natural gas on properties primarily in (i) Northwest Louisiana and East Texas, which includes
the Haynesville Shale Trend, (ii) Southwest Mississippi and Southeast Louisiana which includes the Tuscaloosa
Marine Shale Trend (“TMS”), and (iii) South Texas, which includes the Eagle Ford Shale Trend. We own interests in
165 producing oil and natural gas wells located in 38 fields in seven states. At December 31, 2017, we had estimated
proved reserves of approximately 428 Bcfe, comprised of 415 Bcf of natural gas and 2.1 MMBBDlIs of oil and
condensate.

We operate as one segment as each of our operating areas have similar economic characteristics and each meet the
criteria for aggregation as defined by accounting standards related to disclosures about segments of an enterprise.

Emergence from Voluntary Reorganization under Chapter 11 of the Bankruptcy Code

On April 15, 2016, we and our subsidiary Goodrich Petroleum Company, L.L.C. (the “Subsidiary”, and together with us,
the “Debtors™) filed voluntary petitions (the “Bankruptcy Petitions™) and, the cases commenced thereby, the (“Chapter 11
Cases”) seeking relief under Chapter 11 of Title 11 of the United States Bankruptcy Code in the United States
Bankruptcy Court for the Southern District of Texas, Houston Division (the “Bankruptcy Court”), to pursue a Chapter

11 plan of reorganization. The Debtors received Bankruptcy Court confirmation of their joint plan of reorganization

on September 28, 2016 and subsequently emerged from bankruptcy on October 12, 2016 (the “Effective Date”).

The Company accounted for the bankruptcy in accordance with Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”) 852, “Reorganizations”.

All references made to “Successor” or “Successor Company” relate to Goodrich on and subsequent to the Effective Date.
References to the “Successor 2016 Period” relate to the period from October 13, 2016 to December 31, 2016.
References to “Predecessor” or “Predecessor Company” refer to Goodrich prior to the Effective Date. References to the
“Predecessor 2016 Period” relate to the period from January 1, 2016 to October 12, 2016.

Available Information

Our principal executive offices are located at 801 Louisiana Street, Suite 700, Houston, Texas 77002.

Our website address is http://www.goodrichpetroleum.com. We make available, free of charge through the Investor
Relations portion of our website, our annual reports on Form 10-K, proxy statement, quarterly reports on Form 10-Q,
current reports on Form 8-K and amendments to those reports, as filed or furnished pursuant to Section 13(a) or 15(d)
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission (“SEC”). Reports of
beneficial ownership filed pursuant to Section 16(a) of the Exchange Act are also available on our website.

Information contained on our website is not part of this report.

We file or furnish annual, quarterly and current reports, proxy statements and other documents with the SEC under the
Exchange Act. The public may read and copy any materials that we file with the SEC at the SEC’s Public Reference
Room at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain information on the operation of the
Public Reference Room by calling the SEC at 1-800-SEC-0330. Also, the SEC maintains a website that contains
reports, proxy and information statements, and other information regarding issuers, including us, that file

electronically with the SEC. The public can obtain any documents that we file with the SEC at http://www.sec.gov.
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GLOSSARY OF CERTAIN OIL AND NATURAL GAS TERMS

As used herein, the following terms have specific meanings as set forth below:

Bbls Barrels of crude oil or other liquid hydrocarbons

Bef Billion cubic feet

Bcefe Billion cubic feet equivalent

Boe Barrel of crude oil or other liquid hydrocarbons equivalent

MBbls Thousand barrels of crude oil or other liquid hydrocarbons

Mboe Thousand barrels of crude oil equivalent

Mcft Thousand cubic feet of natural gas

Mcfe  Thousand cubic feet equivalent

MMBbls Million barrels of crude oil or other liquid hydrocarbons

MMBtu Million British thermal units

Mmcf Million cubic feet of natural gas

Mmcfe Million cubic feet equivalent

MMBoe Million barrels of crude oil or other liquid hydrocarbons equivalent

NGL  Natural gas liquids

U.S. United States

Crude oil and other liquid hydrocarbons are converted into cubic feet of natural gas equivalent based on six Mcf of
natural gas to one barrel of crude oil or other liquid hydrocarbons.

Developed oil and natural gas reserves are proved reserves that can be expected to be recovered through existing wells
with existing equipment and operating methods or in which the cost of the required equipment is relatively minor
compared with the cost of a new well or through installed extraction equipment and infrastructure operational at the
time of the reserves estimates if the extraction is by means not involving a well.

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

Dry hole is an exploratory, development or extension well that proves to be incapable of producing either oil or
natural gas in sufficient quantities to justify completion as an oil or natural gas well.

Economically producible as it relates to a resource, means a resource that generates revenue that exceeds, or is
reasonably expected to exceed, the costs of the operation. The value of the products that generate revenue shall be
determined at the terminal point of oil-and-natural gas producing activities.

Estimated ultimate recovery is the sum of reserves remaining as of a given date and cumulative production as of that
date.

Exploratory well is a well drilled to find a new field or to find a new reservoir in a field previously found to be
productive of oil or natural gas in another reservoir. Generally, an exploratory well is any well that is not a
development well, a service well or a stratigraphic test well.

Farm-in or farm-out is an agreement whereby the owner of a working interest in an oil and natural gas lease or license
assigns the working interest or a portion thereof to another party who desires to drill on the leased or licensed acreage.
Generally, the assignee is required to drill one or more wells to earn its interest in the acreage. The assignor (the
“farmor”) usually retains a royalty or reversionary interest in the lease. The interest received by an assignee is a “farm-in”,
while the interest transferred by the assignor is a “farm-out”.

Field is an area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same individual
geological structural feature or stratigraphic condition. The SEC provides a complete definition of field in Rule 4-10
(a) (15).

Gross well or acre is a well or acre in which the registrant owns a working interest. The number of gross wells is the
total number of wells in which the registrant owns a working interest.
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Net well or acre is deemed to exist when the sum of fractional ownership working interests in gross wells or acres
equals one. The number of net wells or acres is the sum of the fractional working interests owned in gross wells or
acres expressed as whole numbers and fractions of whole numbers.

PV-10 is the pre-tax present value, discounted at 10% per year, of estimated future net revenues from the production
of proved reserves, computed by applying the 12-month average price for the year and holding that price constant
throughout the productive life of the reserves (except for consideration of price changes to the extent provided by
contractual arrangements), and deducting the estimated future costs to be incurred in developing, producing and
abandoning the proved reserves (computed based on current costs and assuming continuation of existing economic
conditions). PV-10 is not a financial measure that is calculated in accordance with United States Generally Accepted
Accounting Principles (“US GAAP”). The SEC methodology for computing the 12-month average price is discussed in
the definition of “Proved reserves” below.

Productive well is an exploratory, development or extension well that is not a dry well.

Proved reserves are those quantities of oil and natural gas which, by analysis of geoscience and engineering data, can
be estimated with reasonable certainty to be economically producible—from a given date forward, from known
reservoirs, and under existing economic conditions, operating methods, and government regulations—prior to the time at
which contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably certain,
regardless of whether deterministic or probabilistic methods are used for the estimation. The project to extract the
hydrocarbons must have commenced or the operator must be reasonably certain that it will commence the project
within a reasonable time. As used in this definition, “existing economic conditions” include prices and costs at which
economic producibility from a reservoir is to be determined. The prices shall be the average price during the 12-month
period prior to the ending date of the period covered by the report, determined as an unweighted arithmetic average of
the first-day-of-the-month price for each month within such period, unless prices are defined by contractual
arrangements, excluding escalations based on future conditions. The SEC provides a complete definition of proved
reserves in Rule 4-10 (a) (22) of Regulation S-X.

Reasonable certainty means a high degree of confidence that the quantities will be recovered, if deterministic methods
are used. If probabilistic methods are used, there should be at least a 90 percent probability that the quantities actually
recovered will equal or exceed the estimate. A high degree of confidence exists if the quantity is much more likely to
be achieved than not, and, as changes due to increased availability of geoscience (geological, geophysical, and
geochemical), engineering, and economic data are made to estimated ultimate recovery with time, reasonably certain
estimated ultimate recovery is much more likely to increase or remain constant than to decrease. The deterministic
method of estimating reserves or resources uses a single value for each parameter (from the geoscience, engineering,
or economic data) in the reserves calculation. The probabilistic method of estimation of reserves or resources uses the
full range of values that could reasonably occur for each unknown parameter (from the geoscience and engineering
data) to generate a full range of possible outcomes and their associated probabilities of occurrence.

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be
economically producible, as of a given date, by application of development projects to known accumulations. In
addition, there must exist, the legal right to produce or a revenue interest in the production, installed means of
delivering oil and natural gas or related substances to market, and all permits and financing required to implement the
project.

Undeveloped reserves are proved reserves that are expected to be recovered from new wells on undrilled acreage, or
from existing wells where a relatively major expenditure is required for recompletion. Reserves on undrilled acreage
shall be limited to those directly offsetting development spacing areas that are reasonably certain of production when
drilled, unless evidence using reliable technology exists that establishes reasonable certainty of economic
producibility at greater distances. Undrilled locations can be classified as having undeveloped reserves only if a
development plan has been adopted indicating that they are scheduled to be drilled within five years, unless the
specific circumstances, justify a longer time. Under no circumstances shall estimates for undeveloped reserves be
attributable to any acreage for which an application of fluid injection or other improved recovery technique is
contemplated, unless such techniques have been proved effective by actual projects in the same reservoir or an
analogous reservoir, or by other evidence using reliable technology establishing reasonable certainty.
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Working interest is the operating interest that gives the owner the right to drill, produce and conduct operating
activities on the property and a share of production.
Workover is a series of operations on a producing well to restore or increase production.
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Oil and Natural Gas Operations and Properties

As of December 31, 2017, nearly all of our proved oil and natural gas reserves were located in Louisiana, Texas and
Mississippi. We spent substantially all of our 2017 capital expenditures of $41.8 million in the Haynesville Shale
Trend of Northwest Louisiana. Our total capital expenditures, including accrued costs for services performed during
2017, consisted of $41.2 million for drilling and completion costs, $0.5 million for leasehold acquisitions and
extensions, and $0.1 million for furniture and fixtures.

We are currently focused on developing our Haynesville Shale Trend assets. The Haynesville Shale Trend is one of
the top natural gas plays in the U.S., particularly when factoring in its geographic location, pipeline and infrastructure
capacity and deliverability of gas to the gulf coast industrial complex and liquified natural gas export facilities. As a
result, substantially all of our 2018 capital expenditure budget is planned for Haynesville Shale Trend development.
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The table below details our acreage positions, average working interest and producing wells as of December 31, 2017.

Acreage Averag.e Producing
Producing
As of Well wells at
December 31, Working December 31,
2017 Interest 2017
Field or Area Gross Net
Tuscaloosa Marine Shale Trend 87,635 64,945 65 % 40
Haynesville Shale Trend 50,097 25,855 33 % 91
Eagle Ford Shale Trend 32,430 14,148 — —
Other 33,125 7,323 23 % 34

Haynesville Shale Trend

As of December 31, 2017, we have acquired or farmed-in leases totaling approximately 50,100 gross (25,900 net)
acres in the Haynesville Shale Trend. During 2017, we added 5 gross (1.5 net) wells to production on our acreage. Our
Haynesville Shale Trend drilling activities are currently located in leasehold areas in Caddo, DeSoto and Red River
parishes, Louisiana. As of December 31, 2017, we had 6 gross wells in the drilling phase and 5 additional gross wells
waiting on completion operations in the Haynesville Shale Trend.

On February 28, 2018, we closed, in two separate transactions, the sale of working interests in certain oil and gas
leases, wells, units and facilities (the “Disposition”) and certain net leasehold interests in a portion of our undeveloped
acreage in the Angelina River Trend in Angelina and Nacogdoches Counties, Texas to BP America Production
Company for total consideration of approximately $23 million, with an effective date of January 1, 2018. The
Disposition is subject to customary post-closing adjustments.

Tuscaloosa Marine Shale Trend

As of December 31, 2017, we have acquired approximately 87,600 gross (64,900 net) lease acres in the TMS, an oil
shale play in Southwest Mississippi and Southeast Louisiana. Approximately 60,400 gross (41,900 net) acres are
currently held by production. During 2017, we did not conduct any drilling operations and did not add any wells to
production. As of December 31, 2017, we had 2 gross (1.7 net) wells waiting on completion operations in the TMS.
Eagle Ford Shale Trend

As of December 31, 2017, we have acquired or farmed-in leases totaling approximately 32,400 gross (14,100 net)
lease acres in the Eagle Ford Shale Trend. We sold our Eagle Ford Shale Trend proved reserves and a portion of the
associated leasehold on September 4, 2015 but retained approximately 14,100 net acres of undeveloped leasehold in
Frio County, Texas for future development or sale.

Other

As of December 31, 2017, we maintained ownership interests in acreage and/or wells in several additional fields.
See “Item 7—Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this Annual
Report on Form 10-K for additional information on our recent operations in the Haynesville Shale Trend, TMS and

Eagle Ford Shale Trend.

Oil and Natural Gas Reserves

11
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The following tables set forth summary information with respect to our proved reserves as of December 31, 2017 and
2016, as estimated by Netherland, Sewell & Associates, Inc. (“NSAI”’) and by Ryder Scott Company (“RSC”) our
independent reserve engineers. All of our proved reserves estimates are independently prepared by NSAI and RSC.
NSAI prepared the estimates on all our proved reserves as of December 31, 2017 on properties other than those
located in the TMS. RSC prepared the estimate of proved reserves as of December 31, 2017 for our TMS properties.
Copies of the summary reserve reports of NSAI and RSC as of December 31, 2017 are included as exhibits to this
Annual Report on Form 10-K. For additional information see Supplemental Information “Oil and Natural Gas
Producing Activities (Unaudited)” to our consolidated financial statements in “Item 8—Financial Statements and
Supplementary Data” of this Annual Report on Form 10-K.
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Net proved reserves and the PV 10 estimates at December 31, 2017 below, were calculated using flat, twelve month
average commodity index prices of $51.34 per barrel and $2.98 per Mmbtu.

Proved Reserves at December 31, 2017
Develodddveloped
ProducitNpn-Producing
(dollars in thousands)

Undeveloped Total

Net Proved Reserves:

Oil (MBbls) (1) 1,414 716 — 2,130
Natural Gas (Mmcf) 40,841 12,020 362,363 415,224
Mcf Natural Gas Equivalent (Mmcfe) (2) 49,326 16,313 362,363 428,002
Estimated Future Net Cash Flows $500,504
PV-10 (3) $264,159
Discounted Future Income Taxes (3,849 )
Standardized Measure of Discounted Net Cash Flows (3) $260,310

Proved Reserves at December 31, 2016
Develodddveloped
ProducitNpn-Producing
(dollars in thousands)

Undeveloped Total

Net Proved Reserves:

Oil (MBblIs) (1) 1,988 827 — 2,815
Natural Gas (Mmcf) 23,277 4,266 258,495 286,038
Mcf Natural Gas Equivalent (Mmcfe) (2) 35,207 9,225 258,495 302,927
Estimated Future Net Cash Flows $159,824
PV-10 (3) $57,086
Discounted Future Income Taxes (164 )
Standardized Measure of Discounted Net Cash Flows (3) $56,922

(1)Includes condensate.
(2)Based on ratio of six Mcf of natural gas per Bbl of oil and per Bbl of NGLs.

PV-10 represents the discounted future net cash flows attributable to our proved oil and natural gas reserves before

income tax, discounted at 10%. PV-10 of our total year-end proved reserves is considered a non-US GAAP
financial measure as defined by the SEC. We believe that the presentation of the PV-10 is relevant and useful to
our investors because it presents the discounted future net cash flows attributable to our proved reserves before
taking into account future corporate income taxes and our current tax structure. We further believe investors and

3)

creditors use our PV-10 as a basis for comparison of the relative size and value of our reserves to other companies.

See the reconciliation of our PV-10 to the standardized measure of discounted future net cash flows in the table
above.

The following table presents our reserves by targeted geologic formation in Mmcfe:
December 31, 2017

Area Proved Proved Proved % of

Developdddeveloped Reserves Total
Tuscaloosa Marine Shale Trend 12,704 — 12,704 3 %
Haynesville Shale Trend 48,960 362,363 411,323 96 %
Other 3,975 — 3,975 1 %
Total 65,639 362,363 428,002 100%

13
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Reserve engineering is a subjective process of estimating underground accumulations of crude oil, condensate and
natural gas that cannot be measured in an exact manner, and the accuracy of any reserve estimate is a function of the
quality of

8
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available data and of engineering and geological interpretation and judgment. The quantities of oil and natural gas that
are ultimately recovered, production and operating costs, the amount and timing of future development expenditures
and future oil and natural gas sales prices may differ from those assumed in these estimates. Therefore, the PV-10
amounts shown above should not be construed as the current market value of the oil and natural gas reserves
attributable to our properties.

In accordance with the guidelines of the SEC, our independent reserve engineers’ estimates of future net revenues from
our estimated proved reserves, and the PV-10 and standardized measure thereof, were determined to be economically
producible under existing economic conditions, which requires the use of the 12-month average price for each

product, calculated as the unweighted arithmetic average of the first-day-of-the-month price for the period of January
2017 through December 2017, except where such guidelines permit alternate treatment, including the use of fixed and
determinable contractual price escalations. For reserves at December 31, 2017, the average twelve month prices used
were $2.98 per MMBtu of natural gas and $51.34 per Bbl of crude. These prices do not include the impact of hedging
transactions, nor do they include the adjustments that are made for applicable transportation and quality differentials,
and price differentials between natural gas liquids and oil, which are deducted from or added to the index prices on a
well by well basis in estimating our proved reserves and related future net revenues.

Our proved reserve information as of December 31, 2017 included in this Annual Report on Form 10-K was estimated
by our independent petroleum engineers, NSAI and RSC, in accordance with petroleum engineering and evaluation
principles and definitions and guidelines set forth in the Standards Pertaining to the Estimating and Auditing of Oil
and Natural Gas Reserve Information promulgated by the Society of Petroleum Engineers. The technical persons
responsible for preparing the reserves estimates presented herein meet the requirements regarding qualifications,
independence, objectivity and confidentiality set forth in the Standards Pertaining to the Estimating and Auditing of
Oil and Natural Gas Reserves Information promulgated by the Society of Petroleum Engineers.

Our principal engineer has over 30 years of experience in the oil and natural gas industry, including over 25 years as a
reserve evaluator, trainer or manager. Further professional qualifications of our principal engineer include a degree in
petroleum engineering, extensive internal and external reserve training, and experience in asset evaluation and
management. In addition, the principal engineer is an active participant in professional industry groups and has been a
member of the Society of Petroleum Engineers for over 30 years.

Our internal professional staff works closely with our external engineers to ensure the integrity, accuracy and
timeliness of data that is furnished to them for their reserve estimation process. In addition, other pertinent data such
as seismic information, geologic maps, well logs, production tests, material balance calculations, well performance
data, operating procedures and relevant economic criteria is provided to them. We make available all information
requested, including our pertinent personnel, to the external engineers as part of their evaluation of our reserves.

We consider providing independent fully engineered third-party estimates of reserves from nationally reputable
petroleum engineering firms, such as NSAI and RSC, to be the best control in ensuring compliance with Rule 4-10 of
Regulation S-X for reserve estimates.

While we have no formal committee specifically designated to review reserves reporting and the reserves estimation
process, a preliminary copy of the NSAI and RSC reserve reports are reviewed by our senior management with
representatives of NSAI and RSC and our internal technical staff. Additionally, our senior management reviews and
approves any internally estimated significant changes to our proved reserves semi-annually.

Proved reserves are those quantities of oil and natural gas, which, by analysis of geoscience and engineering data, can
be estimated with reasonable certainty to be economically producible from a given date forward, from known
reservoirs, and under existing economic conditions, operating methods, and government regulations. The term
“reasonable certainty” implies a high degree of confidence that the quantities of oil and/or natural gas actually recovered
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will equal or exceed the estimate. To achieve reasonable certainty, NSAI and RSC employed technologies that have
been demonstrated to yield results with consistency and repeatability. The technologies and economic data used in the
estimation of our proved reserves include, but are not limited to, well logs, geologic maps, available downhole and
production data, seismic data and well test data.

Our total proved reserves at December 31, 2017, as estimated by NSAI and RSC, were 428 Bcfe, consisting of 415
Bcf of natural gas and 2.1 MMBDbls of oil and condensate. In 2017 we added approximately 33 Bcfe related to our
drilling activities in the Haynesville Shale Trend. We had positive revisions of approximately 105 Bcfe and produced
12 Bcefe in 2017. We are employing new completion techniques on our Haynesville Shale Trend wells which have
been proven on the successful producing wells we drilled in 2017 and 2016. These well results in conjunction with our
acreage position and our new financial

9
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ability to develop our Haynesville Shale Trend properties allowed us to add the Haynesville Shale Trend reserves as
of December 31, 2017.

Our proved undeveloped (“PUD”) reserves at December 31, 2017, all in our Haynesville Shale Trend, were 362 Bcfe, or
85% of our total proved reserves. In 2017, we had net positive revisions of previous estimates of 84 Bcfe and new
additions of 33 Bcfe. We developed approximately 13 Bcefe, or 5% of our total proved undeveloped reserves booked

as of December 31, 2016, through the drilling of 4 gross (2.3 net) development wells. Of the proved undeveloped
reserves in our December 31, 2017 reserve report, the oldest was initially booked on December 31, 2016.

Consequently, none have remained undeveloped for more than five years since the date of initial booking as proved
undeveloped reserves, and none are scheduled for commencement of development on a date more than five years from
the date the reserves were initially booked as proved undeveloped.

The positive PUD revision of previous estimates attributable to ever improving well completion technology and
techniques was 47 Bcf. We increased our ownership in the well locations by negotiating acreage swaps with offset
operators which added 22 Bcef and commodity price increases added 15 Bcef to PUD reserves.

We suffered a delay in our development well program in the second half of 2017 primarily related to the prolific
hurricane events in our operating area. We had 13 gross (5.9 net) development wells waiting to be completed.

Productive Wells

The following table sets forth the number of productive wells in which we maintain ownership interests as of
December 31, 2017:
ol Natural iy
Gas
Grodket GrosNet GrosNet
M@ @O @ @ @

Tuscaloosa Marine Shale Trend:

Southeast Louisiana 1712 — — 17 12

Southwest Mississippi 23 14 — — 23 14

Haynesville Shale Trend:

East Texas —— 6 5 6 5

Northwest Louisiana — — 91 30 91 30

Other 9 1 19 5 28 6

Total Productive Wells 49 27 116 40 165 67

(I)Royalty and overriding interest wells that have immaterial values are excluded from the above table. As of

December 31, 2017, only two wells with royalty-only and overriding interests-only are included.
(2)Net working interest.

Productive wells consist of producing wells and wells capable of production, including wells awaiting pipeline
connections. A gross well is a well in which we maintain an ownership interest, while a net well is deemed to exist
when the sum of the fractional working interests owned by us equals one. Wells that are completed in more than one
producing horizon are counted as one well.

Acreage

The following table summarizes our gross and net developed and undeveloped acreage under lease as of December 31,

2017. Acreage in which our interest is limited to a royalty or overriding royalty interest is excluded from the table.
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Developed Undeveloped Total
Gross  Net Gross Net Gross  Net
Tuscaloosa Marine Shale Trend:

Southwest Mississippi 28,369 19,981 9,560 5,459 37,928 25,440
Southeast Louisiana 32,053 21,919 17,653 17,586 49,706 39,505
Haynesville Shale Trend:

East Texas 12,553 7,181 212 371 12,765 7,553
Northwest Louisiana 36,665 18,362 1,961 573 38,626 18,935
Eagle Ford Shale Trend:

South Texas 11,185 7,457 21,244 6,691 32,430 14,148
Other 27,195 6,004 4,637 686 31,832 6,690
Total 148,020 80,904 55,267 31,366 203,287 112,271

Undeveloped acreage is considered to be those lease acres on which wells have not been drilled or completed to the
extent that would permit the production of commercial quantities of oil or natural gas, regardless of whether or not
such acreage contains proved reserves. As is customary in the oil and natural gas industry, we can retain our interest in
undeveloped acreage by drilling activity that establishes commercial production sufficient to maintain the leases or by
payment of delay rentals during the remaining primary term of such a lease. The oil and natural gas leases in which
we have an interest are for varying primary terms; however, most of our developed lease acreage is beyond the
primary term and is held so long as oil or natural gas is produced.

Lease Expirations

We have undeveloped lease acreage, excluding optioned acreage, that will expire during the next four years, unless the
leases are converted into producing units or extended prior to lease expiration. The following table sets forth the lease
expirations as of December 31, 2017:
Net
Year Acreage
201822,492
20191,961
20208,284
202156

Operator Activities

We operate a majority of our producing properties by value, and will generally seek to become the operator of record
on properties we drill or acquire. Chesapeake Energy Corporation (“Chesapeake’) continues to operate a portion of our
Northwest Louisiana acreage in the Haynesville Shale Trend.

Drilling Activities

The following table sets forth our drilling activities for the last three years. As denoted in the following table, “gross”
wells refer to wells in which a working interest is owned, while a “net” well is deemed to exist when the sum of the

fractional working interests we own in gross wells equals one.
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Year Ended

December 31,

2017 2016 2015

Gidet Grdsst Griisst
Development Wells:
Productive 515 204 8 6.7
Non-Productive
Total 515 204 8 6.7
Exploratory Wells:
Productive
Non-Productive
Total
Total Wells:
Productive 515 204 8 6.7
Non-Productive
Total 515 204 8 6.7

At December 31, 2017, we had 13 gross (5.9 net) development wells waiting to be completed.
Net Production, Unit Prices and Costs

The following table presents certain information with respect to oil and natural gas production attributable to our
interests in all of our properties (including two fields which have attributed more than 15% of our total proved
reserves as of December 31, 2017), the revenue derived from the sale of such production, average sales prices
received and average production costs during each of the years in the three-year period ended December 31, 2017.

Sales Volumes Average Sales Prices (1) Average
Natural Oil & Total NaturaDil & Total % of Production
Gas  Condensate Mmecfe Gas Condensate Per  Total Cost (2)
Mmcf MBbls Mcf Per Bbl Mcfe Revenue Per Mcfe
For Year 2017 (Successor):
TMS — 302 1,813 $— $ 50.86 $848 34 % $ 3.92
Haynesville Shale Trend 10,303 — 10,303 2.88 — 288 66 % 047
Other 20 2 34 5.86 55.67 725 — % 3.84
Total 10,323 304 12,150 $2.89 $ 50.90 $3.73 100 % $ 1.00
For Year 2016 (Pro Forma) (4):
TMS — 473 2,837 $— $ 4081 $68034 % $ 198
Haynesville Shale Trend 5471 — 5471 144 — 144 66 % 048
Other 84 3 102 3.00 39.71 365 — % 3.69
Total 5,555 476 8,410 $1.47 $ 40.80 $3.28 100 % $ 1.02
For Year 2015 (Predecessor):
TMS — 883 5298 $— $ 49.60 $82755 % $ 1.36
Haynesville Shale Trend 7,018 — 7,018 1.67 — 1.67 15 % 0.39
Eagle Ford Shale Trend (3) 776 453 3,494 2.39 46.30 654 29 % 1.37
Other 190 — 190 3.58 — 358 1 % 4.55
Total 7,984 1,336 16,000 $1.79 $ 48.50 $494 100 % $ 0.97

(1)Excludes the impact of commodity derivatives.

(2)Excludes ad valorem and severance taxes.

(3)We sold our Eagle Ford Shale Trend proved reserves and a portion of the associated leasehold on September 4,
2015.

20



“)

12

Edgar Filing: GOODRICH PETROLEUM CORP - Form 10-K

2016 Pro Forma results is the combined Successor and Predecessor periods of 2016 as discussed earlier under
“Emergence from Voluntary Reorganization under Chapter 11 of the Bankruptcy Code”.
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Oil and Natural Gas Marketing and Major Customers

Marketing. Our natural gas production is sold under spot or market-sensitive contracts to various natural gas
purchasers on short-term contracts. Our oil production is sold to various purchasers under short-term rollover
agreements based on current market prices.

Customers. Due to the nature of the industry, we sell our oil and natural gas production to a limited number of
purchasers and, accordingly, amounts receivable from such purchasers could be significant. The revenues compared to
our total oil and natural gas revenues from the top purchasers for the years ended December 31, 2017, and pro forma
full year 2016 are as follows:

Year Ended
December 31,
2016
2017 (Pro
Forma)
Genesis Crude Oil LP 20% 44 %
Sunoco, Inc. 13% 30 %
Williams Energy Resources LLC 29% — %
ETC 15% 4 %
Occidental Energy MA 7 % 13 %

Competition

The oil and natural gas industry is highly competitive. Major and independent oil and natural gas companies, drilling
and production acquisition programs and individual producers and operators are active bidders for desirable oil and
natural gas properties, as well as the equipment and labor required to operate those properties. Many competitors have
financial resources substantially greater than ours, and staffs and facilities substantially larger than us.

Seasonality of Business

Weather conditions affect the demand for, and prices of, oil and natural gas. Demand for oil and natural gas is
typically higher in the fourth and first quarters resulting in higher prices. Due to these seasonal fluctuations, results of
operations for individual quarterly periods may not be indicative of the results that may be realized on an annual basis.

Employees

At February 26, 2018 we had 44 employees in our Houston administrative office and 4 employees in our field offices,
all of whom were full-time and none of whom was represented by any labor union. We regularly use the services of
independent consultants and contractors to perform various professional services, particularly in the areas of
construction, design, well-site supervision, permitting and environmental assessment. Independent contractors usually
perform field and on-site production operation services for us, including gauging, maintenance, dispatching,
inspection, and well testing.

Regulations

The availability of a ready market for any oil and natural gas production depends upon numerous factors beyond our
control. These factors include regulation of oil and natural gas production, federal and state regulations governing
environmental quality and pollution control, state limits on allowable rates of production by a well or proration unit,

the amount of oil and natural gas 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’

]
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because of an oversupply of natural gas or the lack of an available natural gas pipeline in the areas in which we may
conduct operations. State and federal regulations generally are intended to prevent waste of oil and natural gas, protect
rights to produce oil and natural gas between owners in a common reservoir, control the amount of oil and natural gas
produced by assigning allowable rates of production and control contamination of the environment.

13

23



Edgar Filing: GOODRICH PETROLEUM CORP - Form 10-K

Environmental and Occupational Health and Safety Matters
General

Our operations are subject to stringent and complex federal, state and local laws and regulations governing
occupational health and safety, the discharge of materials into the environment or otherwise relating to the protection
of the environment and natural resources. Compliance with these laws and regulations may require the acquisition of
permits before drilling or other related activity commences, restrict the type, quantities and concentration of various
substances that can be released into the environment in connection with drilling and production activities, limit or
prohibit drilling and production activities on certain lands lying within wilderness, wetlands and other protected areas,
impose specific health and safety criteria addressing worker protection, and impose substantial liabilities for pollution
arising from drilling and production operations. Environmental laws and regulations also impose certain plugging and
abandonment and site reclamation requirements. Failure to comply with these laws and regulations may result in the
assessment of administrative, civil and criminal penalties, the imposition of remedial obligations, and the issuance of
injunctions that may limit or prohibit some or all of our operations.

These laws and regulations may also restrict the rate of oil and natural gas production below the rate that would
otherwise be possible. The regulatory burden on the oil and natural gas industry increases the cost of doing business in
the industry and consequently affects profitability. Additionally, the trend in environmental regulation has been to
place more restrictions and limitations on activities that may affect the environment, and, any changes in
environmental laws and regulations that result in more stringent and costly well construction, drilling, waste
management or completion activities or waste handling, storage, transport, disposal or remediation requirements could
have a material adverse effect on our business. Environmental laws and regulations change frequently, and there is no
assurance that we will be able to remain in compliance in the future with such existing or any new laws and
regulations or that such future compliance will not have a material adverse effect on our business and operating
results. Historically, our environmental compliance costs have not had a material adverse effect on our results of
operations; however, there can be no assurance that such costs will not be material in the future.

The following is a summary of the more significant existing environmental laws to which our business operations are
subject and with which compliance may have a material adverse effect on our capital expenditures, earnings or
competitive position.

Hazardous Substances and Wastes

The Comprehensive Environmental Response, Compensation, and Liability Act, as amended (“CERCLA”), also known
as the “Superfund” law and analogous state laws impose liability, without regard to fault or the legality of the original
conduct, on certain classes of persons that are considered to have contributed to the release of a “hazardous substance”
into the environment. These persons include the owner or operator of the disposal site or sites where the release
occurred, and companies that disposed or arranged for the disposal of hazardous substances released at the site. Under
CERCLA, these persons may be subject to strict, joint and several liabilities for remediation cost at the site, natural
resource damages and for the costs of certain health studies. Additionally, it is not uncommon for neighboring
landowners and other third parties to file tort claims for personal injury and property damage allegedly caused by
hazardous substances released into the environment. We generate materials in the course of our operations that are
regulated as hazardous substances.

We also may incur liability under the Resource Conservation and Recovery Act, as amended (“RCRA”), and
comparable state statutes that impose stringent requirements related to the handling and disposal of non-hazardous and
hazardous wastes. Wastes, including drilling fluids and produced water, generated in the exploration or production of
oil and natural gas are exempt from classification as hazardous wastes under RCRA. Proposals have been made from
time to time to eliminate this exemption, which, if adopted, would cause some of these wastes to be regulated under
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the more rigorous RCRA hazardous waste standards. For example, in December 2016, the U.S. Environmental
Protection Agency (“EPA”) and certain environmental organizations entered into a consent decree to address EPA’s
alleged failure to timely assess its RCRA Subtitle D criteria regulations exempting certain exploration and production
related oil and gas wastes from regulation as hazardous wastes under RCRA. The consent decree requires EPA to
propose a rulemaking no later than March 15, 2019 for revision of certain Subtitle D criteria regulations pertaining to
oil and gas wastes or to sign a determination that revision of the regulations is not necessary. If the EPA proposes a
rulemaking for revised oil and natural gas waste regulations, the Consent Decree requires that the EPA take final
action following notice and comment rulemaking no later than July 15, 2021. A loss of this RCRA exemption could
result in increased costs to us and the oil and gas industry in general to manage and dispose of generated wastes.
Moreover, some ordinary industrial wastes which we generate, such as paint wastes, waste solvents, laboratory wastes
and waste oils, may be regulated as hazardous wastes if they have hazardous characteristics.

14
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We currently own or lease, and in the past have owned or leased, properties that have been used for oil and natural gas
exploration and production for many years. Although we believe that we have utilized operating and waste disposal
practices that were standard in the industry at the time, hazardous substances, wastes and petroleum hydrocarbons
may have been released on or under the properties owned or leased by us, or on or under other locations where such
substances have been taken for recycling or disposal. In addition, some of our properties have been operated by third
parties whose treatment and disposal of hazardous substances, wastes and petroleum hydrocarbons were not under our
control. These properties and the substances disposed or released on them may be subject to CERCLA, RCRA, and
analogous state laws. Under such laws, we could be required to undertake costly site investigations, remove
previously disposed substances and wastes, remediate contaminated property, or perform remedial plugging or pit
closure operations to prevent future contamination.

Water Discharges and Subsurface Injections

The Federal Water Pollution Control Act, as amended, (“Clean Water Act”), and analogous state laws, impose
restrictions and strict controls with respect to the discharge of pollutants, including spills and leaks of oil and other
substances, into state and federal waters. The discharge of pollutants into regulated waters is prohibited, except in
accordance with the terms of a permit issued by the EPA or an analogous state agency. Spill prevention, control and
countermeasure (“SPCC”) plan requirements imposed under the Clean Water Act require appropriate containment berms
and similar structures to help prevent the contamination of navigable waters in the event of a petroleum hydrocarbon
tank spill, rupture or leak. In addition, the Clean Water Act and analogous state laws require individual permits or
coverage under general permits for discharges of storm water runoff from certain types of facilities. The Clean Water
Act also prohibits the discharge of dredge and fill material in regulated waters, including wetlands, unless authorized
by permit. In September 2015, the EPA and U.S. Army Corps of Engineers (the “Corps”) finalized new rules defining
the scope of the EPA’s and the Corps’ jurisdiction under the Clean Water Act. The 2015 rule was stayed nationwide to
determine whether federal district or appellate courts had jurisdiction to hear cases in the matter and, in January 2017,
the U.S. Supreme Court agreed to hear the case. The EPA and Corps proposed a rulemaking in June 2017 to repeal the
June 2015 rule, announced their intent to issue a new rule defining the Clean Water Act’s jurisdiction. Recently, in
January 2018, the U.S. Supreme Court issued a decision finding that jurisdiction resides with the federal district
courts; consequently, while implementation of the 2015 rule currently remains stayed, the previously-filed district
court cases will be allowed to proceed. Following the Supreme Court’s decision, the EPA and the Corps issued a final
rule in January 2018 staying implementation of the 2015 rule for two years. As a result of these recent developments,
future implementation of the June 2015 rule is uncertain. To the extent the June 2015 rule is implemented or any
replacement rule expands the scope of the Clean Water Act’s jurisdiction, we could face increased costs and delays
with respect to obtaining permits for dredge and fill activities in wetland areas. The process for obtaining permits has
the potential to delay the development of natural gas and oil projects. Federal and state regulatory agencies can impose
administrative, civil and criminal penalties for non-compliance with discharge permits or other requirements of the
Clean Water Act and analogous state laws and regulations. In addition, the Oil Pollution Act of 1990, as amended
(“OPA”), imposes a variety of requirements related to the prevention of oil spills into navigable waters as well as
liabilities for oil cleanup costs, natural resource damages and a variety of public and private damages that may result
from such oil spills.

The disposal of oil and natural gas wastes into underground injection wells are subject to the federal Safe Drinking
Water Act, as amended (“SDWA?”), and analogous state laws. The SDWA’s Underground Injection Control Program
establishes requirements for permitting, testing, monitoring, recordkeeping and reporting of injection well activities as
well as a prohibition against the migration of fluid containing any contaminants into underground sources of drinking
water. State programs may have analogous permitting and operational requirements. In response to concerns related to
increased seismic activity in the vicinity of injection wells, regulators in some states are considering additional
requirements related to seismic safety. For example, the Texas Railroad Commission (“RRC”) adopted new oil and gas
permit rules in October 2014 for wells used to dispose of saltwater and other fluids resulting from the production of

oil and natural gas in order to address these seismic activity concerns within the state. Among other things, the rules
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require companies seeking permits for disposal wells to provide seismic activity data in permit applications, provide
for more frequent monitoring and reporting for certain wells, and allow the RRC to modify, suspend, or terminate
permits on grounds that a disposal well is likely to be, or determined to be, causing seismic activity. If new regulatory
initiatives are implemented that restrict or prohibit the use of underground injection wells in areas where we rely upon
the use of such wells in our operations, our costs to operate may significantly increase and our ability to conduct
continue production may be delayed or limited, which could have a material adverse effect on our results of operations
and financial position. In addition, any leakage from the subsurface portions of the injection wells may cause
degradation of freshwater, potentially resulting in cancellation of operations of a well, issuance of fines and penalties
from governmental agencies, incurrence of expenditures for remediation of the affected resource, and imposition of
liability by third parties for property damages and personal injury.
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Hydraulic Fracturing

Hydraulic fracturing is an important and common practice that is used to stimulate production of natural gas and oil
from dense subsurface rock formations. Hydraulic fracturing involves the injection of water, sand or alternative
proppant and chemicals under pressure into target geological formations to fracture the surrounding rock and stimulate
production. We regularly use hydraulic fracturing as part of our operations. Over the years, there has been increased
public concern regarding an alleged potential for hydraulic fracturing to adversely affect drinking water supplies, and
proposals have been made to enact separate federal, state and local legislation that would increase the regulatory
burden imposed on hydraulic fracturing. For example, the EPA has taken the following actions and issued: guidance
under the SDWA for hydraulic fracturing activities involving the use of diesel fuel; final regulations under the federal
Clean Air Act (“CAA”) governing air emission performance standards, including standards for the capture of volatile
organic compounds and methane emissions released during hydraulic fracturing and final rules in June 2016 to
prohibit the discharge of wastewater from hydraulic fracturing operations to publicly owned wastewater treatment
plants. In addition, the Bureau of Land Management (“BLM?”) finalized rules in March 2015 that impose new or more
stringent standards for performing hydraulic fracturing on federal and American Indian lands. However, the BLM
finalized a rule in December 2017 repealing its March 2015 hydraulic fracturing regulations. The repeal has been
challenged in court and the final outcome is uncertain at this time.

In December 2016, the EPA released its final report on the potential impacts of hydraulic fracturing on drinking water
resources. The final report concluded that “water cycle” activities associated with hydraulic fracturing may impact
drinking water resources under some circumstances, noting that the following hydraulic fracturing water cycle
activities and local- or regional-scale factors are more likely than others to result in more frequent or more severe
impacts: water withdrawals for fracturing in times or areas of low water availability; surface spills during the
management of fracturing fluids, chemicals or produced water; injection of fracturing fluids into wells with
inadequate mechanical integrity; injection of fracturing fluids directly into groundwater resources; discharge of
inadequately treated fracturing wastewater to surface waters; and disposal or storage of fracturing wastewater in
unlined pits. The EPA has not proposed to take any action in response to the report’s findings, and additional
regulation of hydraulic fracturing at the federal level appears unlikely at this time.

While Congress has from time to time considered legislation to provide for federal regulation of hydraulic fracturing
under the SDWA and to require disclosure of the chemicals used in the hydraulic fracturing process, the prospect of
additional federal legislation related to hydraulic fracturing appears remote at this time. At the state level, some states,
including Louisiana and Texas, where we operate, have adopted, and other states are considering adopting legal
requirements that could impose more stringent permitting, public disclosure or well construction requirements on
hydraulic fracturing activities. Moreover, some states and local governments have enacted laws or regulations limiting
hydraulic fracturing within their borders or prohibiting the activity altogether. In the event that new or more stringent
federal, state, or local legal restrictions relating to the hydraulic fracturing process are adopted in areas where we
operate, we could incur potentially significant added costs to comply with such requirements, experience delays or
curtailment in the pursuit of exploration, development, or production activities, and perhaps even be precluded from
drilling wells.

Air Emissions

The CAA and comparable state laws, regulate emissions of various air pollutants from many sources in the United
States, including crude oil and natural gas production activities through air emissions standards, construction and
operating programs and the imposition of other compliance requirements. These laws and any implementing
regulations may require us to obtain pre-approval for the construction or modification of certain projects or facilities
expected to produce or significantly increase air emissions, obtain and strictly comply with stringent air permit
requirements, or utilize specific equipment or technologies to control emissions of certain pollutants. Federal and state
regulatory agencies can impose administrative, civil and criminal penalties for non-compliance with air permits or
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other requirements of the CAA and associated state laws and regulations. Over the next several years, we may be
required to incur certain capital expenditures for air pollution control equipment or other air emissions-related issues.
For example, in October 2015, the EPA lowered the National Ambient Air Quality Standard (“NAAQS”) for ozone from
75 to 70 parts per billion for both the 8-hour primary and secondary standards. The EPA published a final rule in
November 2017 that issued area designations with respect to ground-level ozone for approximately 85% of the U.S.
counties as either “attainment/unclassifiable” or “unclassifiable”. In December 2017, the EPA responded to states
preliminary non-attainment designations, and expects to issue final non-attainment designations during the first half of
2018. State implementation of the revised NAAQS could result in stricter permitting requirements, delay or prohibit
our ability to obtain such permits, and result in increased expenditures for pollution control equipment, the costs of
which could be significant. In addition, in June 2016, the EPA finalized rules under the CAA regarding criteria for
aggregating multiple sites into a single source for air-quality permitting purposes applicable to the oil and gas
industry. This rule could cause small facilities (such as tank batteries), on an aggregate basis, to be deemed a major
source, thereby triggering more stringent air
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permitting requirements, which in turn could result in operational delays or require us to install costly pollution
control equipment. Compliance with these requirements could increase our costs of development and production
significantly.

Climate Change

The EPA has determined that greenhouse gases present an endangerment to public health and the environment and has
issued regulations to restrict emissions of greenhouse gases under existing provisions of the CAA. These regulations
include limits on tailpipe emissions from motor vehicles and preconstruction and operating permit requirements for
certain large stationary sources of greenhouse gas emissions (“GHG”). The EPA has also adopted rules requiring the
reporting of greenhouse gas emissions from a variety of sources in the United States, including certain onshore oil and
natural gas production facilities, on an annual basis, including GHG emissions from completions and workovers from
hydraulically fractured oil wells. Also, in June 2016, the EPA finalized rules that establish new air emission controls
for methane emissions from certain new, modified or reconstructed equipment and processes in the oil and natural gas
source category, including production, processing, transmission and storage activities. However, in June 2017, the
EPA published a proposed rule to stay certain portions of the June 2016 standards for two years and re-evaluate the
entirety of the 2016 standards but the EPA has not yet published a final rule and, as a result, the June 2016 rule
remains in effect but future implementation of the 2016 standards is uncertain at this time. In another example, the
BLM published a final rule in November 2016 that imposes requirements to reduce methane emissions from venting,
flaring, and leaking on federal and Indian lands. However, in December 2017, the BLM published a final rule that
temporarily suspends or delays certain requirements contained in the November 2016 final rule until January 17,
2019. The suspension of the November 2016 final rule is being challenged in court. These rules, should they remain in
effect, or any other new methane emission standards imposed on the oil and gas sector, could result in increased costs
to our operations as well as result in delays or curtailment in such operations, which costs, delays or curtailment could
adversely affect our business.

Currently, federal legislation related to the reduction of greenhouse gas emissions appears unlikely; however, many
states have established greenhouse gas cap and trade programs, and others are considering carbon taxes or initiatives
that promote the use of alternative fuels and renewable sources of energy. The adoption of legislation or regulatory
programs to reduce emissions of greenhouse gases could require us to incur increased operating costs, such as costs to
purchase and operate emissions control systems, to acquire emissions allowances or comply with new regulatory or
reporting requirements. Any such legislation or regulatory programs could also increase the cost of consuming, and
thereby reduce demand for the oil and natural gas we produce, which could in turn have the effect of lowering the
value of our reserves. Consequently, legislation and regulatory programs to reduce emissions of greenhouse gases
could have an adverse effect on our business, financial condition and results of operations. Recently, activists
concerned about the potential effects of climate change have directed their attention at sources of funding for
fossil-fuel energy companies, which has resulted in certain financial institutions, funds and other sources of capital
restricting or eliminating their investment in oil and natural gas activities. Ultimately, this could make it more difficult
to secure funding for exploration and production or midstream activities. Notwithstanding potential risks related to
climate change, the International Energy Agency estimates that global energy demand will continue to rise and will
not peak until after 2040 and that oil and natural gas will continue to represent a substantial percentage of global
energy use over that time. Finally, it should be noted that some scientists have concluded that increasing
concentrations of greenhouse gases in the Earth’s atmosphere may produce climate changes that have significant
physical effects, such as increased frequency and severity of storms, droughts and floods and other extreme weather
events. Such events could disrupt our operations or result in damage to our assets and have an adverse effect on our
financial condition and results of operations.

Endangered Species
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The Federal Endangered Species Act, as amended (“ESA”), and analogous state laws restrict activities that could have
an adverse effect on threatened or endangered species or their habitats. Similar protections are offered to migratory
birds under the Migratory Bird Treaty Act. Some of our operations may be located in or near areas that are designated
as habitat for endangered or threatened species. In these areas, we may be obligated to develop and implement plans to
avoid potential adverse impacts to protected species, and we may be prohibited from conducting operations in certain
locations or during certain seasons, such as breeding and nesting seasons, when our operations could have an adverse
effect on the species. It is also possible that a federal or state agency could order a complete halt to our activities in
certain locations if it is determined that such activities may have a serious adverse effect on a protected species.
Moreover, as a result of a court settlement the U.S. Fish and Wildlife Service (“USFWS”) was required to make a
determination on listing of numerous species as endangered or threatened under the ESA before the completion of the
agency’s 2017 fiscal year. The USFWS did not complete the review by the deadline and continues to review species
for protected status under the ESA. The presence of protected species or the designation of previously unidentified
endangered or threatened species could impair our ability to timely complete well drilling and development and could
cause us to incur additional costs or become subject to operating restrictions or bans in the affected areas.
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Employee Health and Safety

We are also subject to the requirements of the federal Occupational Safety and Health Act, as amended, (“OSHA”), and
comparable state statutes that regulate the protection of the health and safety of workers. In addition, the OSHA

hazard communication standard, the Emergency Planning and Community Right-to-Know Act, as amended, and
implementing regulations and similar state statutes and regulations require that information be maintained about
hazardous materials used or produced in operations and that this information be provided to employees, state and local
governmental authorities and citizens.

Other Laws and Regulations

State statutes and regulations require permits for drilling operations, drilling bonds and reports concerning operations.
In addition, there are state statutes, rules and regulations governing conservation matters, including the unitization or
pooling of oil and natural gas properties, establishment of maximum rates of production from oil and natural gas wells
and the spacing, plugging and abandonment of such wells. Such statutes and regulations may limit the rate at which
oil and natural gas could otherwise be produced from our properties and may restrict the number of wells that may be
drilled on a particular lease or in a particular field.

18

32



Edgar Filing: GOODRICH PETROLEUM CORP - Form 10-K

Item 1A.Risk Factors

CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

The Company has made in this report, and may from time to time otherwise make in other public filings, press
releases and discussions with Company management, 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
concerning the Company’s operations, economic performance and financial condition. These forward-looking
statements include information concerning future production and reserves, schedules, plans, timing of development,
contributions from oil and natural gas properties, marketing and midstream activities, and also include those
statements accompanied by or that otherwise include the words “may,” “could,” “believes,” “expects,” “anticipates,” “intends,’
“estimates,” “projects,” “predicts,” “target,” “goal,” “plans,” “objective,” “potential,” “should,” or similar expressions or variat
such expressions that convey the uncertainty of future events or outcomes. For such statements, the Company claims
the protection of the safe harbor for forward-looking statements contained in the Private Securities Litigation Reform
Act of 1995. The Company has based these forward-looking statements on its current expectations and assumptions
about future events. These statements are based on certain assumptions and analyses made by the Company in light of
its experience and its perception of historical trends, current conditions and expected future developments as well as
other factors it believes are appropriate under the circumstances. Although the Company believes that the expectations
reflected in such forward-looking statements are reasonable, it can give no assurance that such expectations will prove
to be correct. These forward-looking statements speak only as of the date of this report, or if earlier, as of the date they
were made; the Company undertakes no obligation to publicly update or revise any forward-looking statements
whether as a result of new information, future events or otherwise.

These forward-looking statements involve risk and uncertainties. Important factors that could cause actual results to
differ materially from the Company’s expectations include, but are not limited to, the following risk and uncertainties:
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the market prices of oil and natural gas;

volatility in the commodity-futures market;

financial market conditions and availability of capital;

future cash flows, credit availability and borrowings;

sources of funding for exploration and development;

our financial condition;

our ability to repay our debt;

the securities, capital or credit markets;

planned capital expenditures;

future drilling activity;

uncertainties about the estimated quantities of our oil and natural gas reserves;

production;

hedging arrangements;

titigation matters;

pursuit of potential future acquisition opportunities;

eeneral economic conditions, either nationally or in the jurisdictions in which we are doing business;
legislative or regulatory changes, including retroactive royalty or production tax regimes, hydraulic-fracturing
regulation, drilling and permitting regulations, derivatives reform, changes in state and federal corporate taxes,
environmental regulation, environmental risks and liability under federal, state and foreign and local environmental
laws and regulations;

the creditworthiness of our financial counterparties and operation partners; and

other factors discussed below and elsewhere in this Annual Report on Form 10-K and in our other public filings, press
releases and discussions with our management.
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Oil and natural gas prices are volatile. A sustained decrease in the price of oil or natural gas would adversely impact
our business, financial condition or results of operations and our ability to meet our capital expenditure obligations
and financial commtments.

Our success depends on the market prices of oil and natural gas. These market prices tend to fluctuate significantly in
response to factors beyond our control. The prices we receive for our crude oil production are based on global market
conditions. The general pace of global economic growth, the continued instability in the Middle East and other oil and
natural gas producing regions and actions of the Organization of Petroleum Exporting Countries, as well as other
economic, political, and environmental factors will continue to affect world supply and prices of oil. Domestic natural
gas prices fluctuate significantly in response to numerous factors including U.S. economic conditions, weather
patterns, other factors affecting demand such as substitute fuels, the impact of drilling levels on crude oil and natural
gas supply, and the environmental and access issues that limit future drilling activities for the industry. During the
period from January 1, 2014 to December 31, 2017, average daily prices for NYMEX Henry Hub natural gas ranged
from a high of $6.15 per MMBtu to a low of $1.64 per MMBtu and NYMEX WTI oil prices ranged from a high of
$107.26 per Bbl to a low of $26.55 per Bbl. The market for these products will likely continue to be volatile in the
future. Our revenues, operating results, profitability and future growth are highly dependent on the prices we receive
for our production, and the levels of our production depend on numerous factors beyond our control. These factors
include the following:

worldwide and regional economic conditions impacting the supply and demand for oil and natural gas;
the level of global oil and natural gas exploration and production;

the level of global inventories;

prevailing prices on local price indices in the areas in which we operate and expectations about future commodity
prices;

the extent of natural gas production associated with increased oil production;

the proximity, capacity, cost and availability of gathering and transportation facilities;

{ocalized and global supply and demand fundamentals and transportation availability;

weather conditions across North America and, increasingly due to liquified natural gas, across the globe;
technological advances affecting energy consumption;

risks associated with operating drilling rigs;

speculative trading in commodity markets;

end user conservation trends;

petrochemical, fertilizer, ethanol, transportation supply and demand balance;

the price and availability of alternative fuels;

domestic, local and foreign governmental regulation and taxes; and

tiquefied petroleum products supply and demand balances.

Changes in commodity prices significantly affect our capital resources, liquidity and expected operating results.
Lower commodity prices will reduce our cash flows and borrowing ability and may require us to curtail exploration,
drilling and production activity. We may be unable to obtain needed capital or financing on satisfactory terms, which
could lead to a decline in the present value of our reserves and our ability to develop future reserves. Lower
commodity prices may also reduce the amount of o0il and natural gas that we can produce economically. We have
historically been able to hedge our natural gas production at prices that are higher than current strip prices. However,
in the current commodity price environment, our ability to enter into comparable derivative arrangements may be
limited. Additionally, declines in prices could result in non-cash charges to earnings due to impairment write downs.
Any such write down could have a material adverse effect on our results of operations in the period taken.

Our future revenues are dependent on the ability to successfully complete drilling activity.

Drilling and exploration are the main methods we utilize to replace our reserves. However, drilling and exploration
operations may not result in any increases in reserves for various reasons. Exploration activities involve numerous
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including the risk that no commercially productive oil or natural gas reservoirs will be discovered. In addition, the
future cost and timing of drilling, completing and producing wells is often uncertain. Furthermore, drilling operations
may be curtailed, delayed or canceled as a result of a variety of factors, including:

reductions in oil and natural gas prices;

tnadequate capital resources;

{imitations in the market for oil and natural gas;

dack of acceptable prospective acreage;

unexpected drilling conditions;

pressure or irregularities in formations;

equipment failures or accidents;

uanavailability or high cost of drilling rigs, equipment or labor;

title problems;

compliance with governmental regulations;

mechanical difficulties; and

risks associated with horizontal drilling.

Our decisions to purchase, explore, develop and exploit prospects or properties depend in part on data obtained
through geophysical and geological analyses, production data and engineering studies, the results of which are often
uncertain.

In addition, while lower oil and natural gas prices may reduce the amount of oil and natural gas that we can produce
economically, higher oil and natural gas prices generally increase the demand for drilling rigs, equipment and crews
and can lead to shortages of, and increased costs for, such drilling equipment, services and personnel. Such shortages
could restrict our ability to drill the wells and conduct the operations which we currently have planned. Any delay in
the drilling of new wells or significant increase in drilling costs could adversely affect our ability to increase our
reserves and production and reduce our revenues.

Because our operations require significant capital expenditures, we may not have the funds available to replace
reserves, maintain production or maintain interests in our properties.

We must make a substantial amount of capital expenditures for the acquisition, exploration and development of oil
and natural gas reserves. Historically, we have paid for these expenditures with cash from operating activities,
proceeds from debt and equity financings and asset sales. Our revenues and cash flows are subject to a number of
variables, including:

our proved reserves;

the volume of hydrocarbons we are able to produce from existing wells;
the prices at which our production is sold;

our ability to acquire, locate and produce new reserves;

the extent and levels of our derivative activities;

the levels of our operating expenses; and

our ability to borrow under our 2017 Senior Credit Facility.

If our revenues or cash flows decrease, we may not have the funds available to replace reserves or maintain production
at current levels. If this occurs, our production will decline over time. Other sources of financing may not be available
to us if our cash flows from operations are not sufficient to fund our capital expenditure requirements. We cannot be
certain that funding will be available if needed, and to the extent required, on acceptable terms. If funding is not
available as needed, or is available only on more expensive or otherwise unfavorable terms, we may be unable to meet
our obligations as they come due or we may be unable to implement our development plan, enhance our existing
business, complete acquisitions or otherwise take advantage of business opportunities or respond to competitive
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pressures, any of which could have a material adverse effect on our production, revenues and results of operations.
Where we are not the majority owner or operator of an oil and natural gas
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property, we may have no control over the timing or amount of capital expenditures associated with the particular
property. If we cannot fund such capital expenditures, our interests in some properties may be reduced or forfeited.

If we are unable to replace reserves, we may not be able to sustain production at present levels.

Our future success depends largely upon our ability to find, acquire or develop additional oil and natural gas reserves
that are economically recoverable. Unless we replace the reserves we produce through successful development,
exploration or acquisition activities, our proved reserves will decline over time. At December 31, 2017, 85% of our
total estimated proved reserves by volume were undeveloped. By their nature, estimates of proved undeveloped
reserves and timing of their production are less certain particularly because we may chose not to develop such reserves
on anticipated schedules in future adverse oil or natural gas price environments. Recovery of such reserves will
require significant capital expenditures and successful drilling operations. The lack of availability of sufficient capital
to fund such future operations could materially hinder or delay our replacement of produced reserves. We may not be
able to successfully find and produce reserves economically in the future. In addition, we may not be able to acquire
proved reserves at acceptable costs.

There may be future sales or other dilution of our equity, which may adversely affect the market price of our common
stock.

We are not restricted from issuing additional common stock, including securities that are convertible into or
exchangeable for, or that represent a right to receive, common stock. Any issuance of additional shares of our
common stock or convertible securities, including outstanding options, or otherwise will dilute the ownership interest
of our common stockholders. In addition, a significant amount of our common stock is owned by a limited number of
holders, many of which received the shares that they own when we emerged from bankruptcy or in financing
transactions following such emergence. We have filed registration rights agreements under which many of these
holders may sell shares of our common stock. Sales of a substantial number of shares of our common stock or other
equity-related securities in the public market could depress the market price of our common stock and impair our
ability to raise capital through the sale of additional equity securities. We cannot predict the effect that future sales of
our common stock or other equity-related securities would have on the market price of our common stock.

Our actual production, revenues and expenditures related to our reserves are likely to differ from our estimates of
proved reserves. We may experience production that is less than estimated and drilling costs that are greater than
estimated in our reserve report. These differences may be material.

The proved oil and natural gas reserve information included in this report are estimates. These estimates are based on
reports prepared by NSAI and RSC, our independent reserve engineers, and were calculated using the unweighted
average of first-day-of-the-month oil and natural gas prices in 2017. The prices we receive for our production may be
lower than those upon which our reserve estimates are based. Reservoir engineering is a subjective process of
estimating underground accumulations of oil and natural gas that cannot be measured in an exact manner. Estimates of
economically recoverable oil and natural gas reserves and of future net cash flows necessarily depend upon a number
of variable factors and assumptions, including:

historical production from the area compared with production from other similar producing wells;

the assumed effects of regulations by governmental agencies;

assumptions concerning future oil and natural gas prices; and

assumptions concerning future operating costs, severance and excise taxes, development costs and workover and
remedial costs.

Because all reserve estimates are to some degree subjective, each of the following items may differ materially from
those assumed in estimating proved reserves:
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the quantities of oil and natural gas that are ultimately recovered;
the production and operating costs incurred;

the amount and timing of future development expenditures; and
future oil and natural gas sales prices.
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Furthermore, different reserve engineers may make different estimates of reserves and cash flows based on the same
available data. Our actual production, revenues and expenditures with respect to reserves will likely be different from
estimates and the differences may be material. The discounted future net cash flows included in this document should
not be considered as the current market value of the estimated oil and natural gas reserves attributable to our
properties. As required by the SEC, the standardized measure of discounted future net cash flows from proved
reserves are generally based on 12-month average prices and costs as of the date of the estimate, while actual future
prices and costs may be materially higher or lower. Actual future net cash flows also will be affected by factors such
as:

the amount and timing of actual production;

supply and demand for oil and natural gas;

tncreases or decreases in consumption; and

changes in governmental regulations or taxation.

In addition, the 10% discount factor, which is required by the SEC to be used to calculate discounted future net cash
flows for reporting purposes, and which we use in calculating our PV-10, is not necessarily the most appropriate
discount factor based on interest rates in effect from time to time and risks associated with us or the oil and natural gas
industry in general.

Our operations are subject to governmental risks that may impact our operations.

Our operations have been, and at times in the future may be, affected by political developments and are subject to
complex federal, state, local and other laws and regulations such as restrictions on production, permitting and changes
in taxes, deductions, royalties and other amounts payable to governments or governmental agencies or price
gathering-rate controls. In order to conduct our operations in compliance with these laws and regulations, we must
obtain and maintain numerous permits, approvals and certificates from various federal, state, and local governmental
authorities. We may incur substantial costs in order to maintain compliance with these existing laws and regulations.
In addition, our costs of compliance may increase if existing laws, including tax laws, and regulations are revised or
reinterpreted, or if new laws and regulations become applicable to our operations.

Our operations are subject to environmental and occupational health and safety laws and regulations that may expose
us to significant costs and liabilities.

Our oil and natural gas exploration and production operations are subject to stringent and complex federal, regional,
state and local laws and regulations governing the discharge of materials into the environment, worker health and
safety aspects of our operations, or otherwise relating to the protection of the environment and natural resources.
These laws and regulations may impose numerous obligations applicable to our operations including the acquisition of
permits, including drilling permits, before conducting regulated activities; plugging and abandonment and site
reclamation requirements; the restriction of types, quantities and concentration of materials that can be released into
the environment; limiting or prohibiting drilling activities on certain lands lying within wilderness, wetlands and other
protected areas, the application of specific health and safety criteria addressing worker protection; and the imposition
of substantial liabilities for pollution resulting from our operations. Failure to comply with these laws and regulations
may result in the assessment of sanctions, including administrative, civil or criminal penalties, the imposition of
investigatory or remedial obligations, and the issuance of orders limiting or prohibiting some or all of our operations.
There is inherent risk of incurring significant environmental costs and liabilities in the performance of our operations
as a result of our handling of petroleum hydrocarbons and wastes, because of air emissions and wastewater discharges
related to our operations, and as a result of historical industry operations and waste disposal practices. Under certain
environmental laws and regulations, we could be subject to strict, joint and several liabilities for the removal or
remediation of previously released materials or property contamination. Failure to comply with environmental laws
and regulations may result in the assessment of civil and criminal fines and penalties, the revocation of permits or the
issuance of injunctions restricting or prohibiting our operations in certain areas. Moreover, private parties, including
the owners of properties upon which our wells are drilled and facilities where our petroleum hydrocarbons or wastes
are taken for reclamation or disposal, also may have the right to pursue legal actions to enforce compliance as well as
to seek damages for non-compliance with environmental laws and regulations or for personal injury or property or
natural resource damages. Changes in environmental laws and regulations occur frequently and the clear trend has
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been to place increasingly stringent limitations on activities that may affect the environment. Any changes in legal
requirements related to the protection of the environment could result in more stringent or costly well drilling,
construction, completion or water management activities, or waste control, handling, storage, transport, disposal or
cleanup requirements. Such changes could also require us to make significant expenditures to attain and maintain
compliance, and also
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have the potential to reduce demand for the oil and gas we produce and may otherwise have a material adverse effect
on our own results of operations, competitive position or financial condition. We may not be able to recover some or
any of these costs from insurance.

Federal, state and local legislative and regulatory initiatives relating to hydraulic fracturing as well as government
reviews of such activity could result in increased costs and additional operating restrictions or delays in the
completion of oil and natural gas wells and adversely affect our production.

Hydraulic fracturing is an important and common practice that is used to stimulate production of natural gas and/or oil
from dense subsurface rock formations. Hydraulic fracturing involves the injection of water, sand or alternative
proppant and chemicals under pressure into target geological formations to fracture the surrounding rock and stimulate
production. We regularly use hydraulic fracturing as part of our operations. Over the years, there has been increased
public concern regarding an alleged potential for hydraulic fracturing to adversely affect drinking water supplies, and
proposals have been made to enact separate federal, state and local legislation that would increase the regulatory
burden imposed on hydraulic fracturing. For example, the EPA has taken the following actions and issued: guidance
under the SDWA for hydraulic fracturing activities involving the use of diesel fuel; final regulations under the federal
CAA governing performance standards, including standards for the capture of volatile organic compounds and
methane emissions released during hydraulic fracturing and finalized rules in June 2016 that prohibit the discharge of
wastewater from hydraulic fracturing operations to publicly owned wastewater treatment plants. In addition, the BLM
finalized rules in March 2015 that impose new or more stringent standards for performing hydraulic fracturing on
federal and American Indian lands. However, the BLM finalized a rule in December 2017 repealing its March 2015
hydraulic fracturing regulations. The repeal has been challenged in court and the final outcome is uncertain at this
time.

In December 2016, the EPA released its final report on the potential impacts of hydraulic fracturing on drinking water
resources. The final report concluded that “water cycle” activities associated with hydraulic fracturing may impact
drinking water resources under some circumstances, noting that the following hydraulic fracturing water cycle
activities and local- or regional-scale factors are more likely than others to result in more frequent or more severe
impacts: water withdrawals for fracturing in times or areas of low water availability; surface spills during the
management of fracturing fluids, chemicals or produced water; injection of fracturing fluids into wells with
inadequate mechanical integrity; injection of fracturing fluids directly into groundwater resources; discharge of
inadequately treated fracturing wastewater to surface waters; and disposal or storage of fracturing wastewater in
unlined pits. The EPA has not proposed to take any action in response to the report’s findings and additional federal
regulation of hydraulic fracturing appears unlikely at this time.

While Congress has from time to time considered legislation to provide for federal regulation of hydraulic fracturing
under the SDWA and to require disclosure of the chemicals used in the hydraulic fracturing process, the prospect of
additional federal legislation related to hydraulic fracturing appears remote at this time. At the state level, some states,
including Louisiana and Texas, where we operate, have adopted, and other states are considering adopting legal
requirements that could impose more stringent permitting, public disclosure or well construction requirements on
hydraulic fracturing activities. There has also been increased public scrutiny of seismic events in areas where
hydraulic fracturing of wastewater disposal activities occur. Moreover, some states and local governments have
enacted laws or regulations limiting hydraulic fracturing within their borders or prohibiting the activity altogether. In
the event that new or more stringent federal, state, or local legal restrictions relating to the hydraulic fracturing process
are adopted in areas where we operate, we could incur potentially significant added costs to comply with such
requirements, experience delays or curtailment in the pursuit of exploration, development, or production activities,
and perhaps even be precluded from drilling wells.

Climate change legislation or regulations restricting emissions of “greenhouse gases” could result in increased operating
costs and reduced demand for the crude oil and natural gas that we produce.

Certain scientific studies have found that emissions of carbon dioxide, methane and other “greenhouse gases” are
contributing to warming of the earth’s atmosphere and other climatic changes. Based on these findings, the EPA
determined that greenhouse gases present an endangerment to public health and the environment and has issued
regulations to restrict emissions of greenhouse gases under existing provisions of the CAA. These regulations include
limits on tailpipe emissions from motor vehicles and preconstruction and operating permit requirements for certain
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large stationary sources. The EPA has also adopted rules requiring the reporting of greenhouse gas emissions from a
variety of sources in the United States, including certain onshore oil and natural gas production facilities, on an annual
basis, including greenhouse gas emissions from completions and workovers from hydraulically fractured oil wells.
The revisions also include the addition of well identification reporting requirements for certain facilities. Also, in June
2016, the EPA finalized rules that establish new air emission controls for methane emissions from certain new,
modified or reconstructed equipment and processes in the oil and natural gas source
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category, including production, processing, transmission and storage activities. However, in June 2017, the EPA
published a proposed rule to stay certain portions of the June 2016 standards for two years and re-evaluate the entirety
of the 2016 standards but the EPA has not yet published a final rule and, as a result, the June 2016 rule remains in
effect but future implementation of the 2016 standards is uncertain at this time. In another example, the BLM
published a final rule in November 2016 that imposes requirements to reduce methane emissions from venting,
flaring, and leaking on federal and Indian lands. However, in December 2017, the BLM published a final rule that
temporarily suspends or delays certain requirements contained in the November 2016 final rule until January 17,
2019. The suspension of the November 2016 final rule is being challenged in court. These rules, should they remain in
effect, or any other new methane emission standards imposed on the oil and gas sector, could result in increased costs
to our operations as well as result in delays or curtailment in such operations, which costs, delays or curtailment could
adversely affect our business.

Currently, federal legislation related to the reduction of greenhouse gas emissions appears unlikely; however, many
states have established greenhouse gas cap and trade programs, and others are considering carbon taxes or initiatives
that promote the use of alternative fuels and renewable sources of energy. The adoption of legislation or regulatory
programs to reduce emissions of greenhouse gases could require us to incur increased operating costs, such as costs to
purchase and operate emissions control systems, to acquire emissions allowances or comply with new regulatory or
reporting requirements. Any such legislation or regulatory programs could also increase the cost of consuming, and
thereby reduce demand for, the oil and natural gas we produce, which in turn could have the effect of lowering the
value of our reserves. Consequently, legislation and regulatory programs to reduce emissions of greenhouse gases
could have an adverse effect on our business, financial condition and results of operations. Recently, activists
concerned about the potential effects of climate change have directed their attention at sources of funding for
fossil-fuel energy companies, which has resulted in certain financial institutions, funds and other sources of capital
restricting or eliminating their investment in oil and natural gas activities. Ultimately, this could make it more difficult
to secure funding for exploration and production or midstream activities. Notwithstanding potential risks related to
climate change, the International Energy Agency estimates that global energy demand will continue to rise and will
not peak until after 2040 and that oil and natural gas will continue to represent a substantial percentage of global
energy use over that time. Finally, it should be noted that some scientists have concluded that increasing
concentrations of greenhouse gases in the Earth’s atmosphere may produce climate changes that have significant
physical effects, such as increased frequency and severity of storms, droughts and floods and other extreme weather
events. Such weather events could disrupt our operations or result in damages to our assets and have an adverse effect
on our financial condition and results of operations.

We have incurred losses from operations and may continue to do so in the future.

Post emergence from bankruptcy in 2016, the Successor company had an operating loss of $2.6 million and an
operating loss of $2.2 million for the year 2017. Our development of drilling locations has required and will continue
to require substantial capital expenditures. The uncertainty and risks described in this report may impede our ability to
economically acquire and develop oil and natural gas reserves. As a result, we may not be able to achieve or sustain
profitability or positive cash flows provided by operating activities in the future.

Derivatives legislation could have an adverse effect on our ability to use derivative instruments to reduce the effect of
commodity prices, interest rates and other risks associated with our business.

The Dodd-Frank Act, among other things, establishes federal oversight and regulation of the over-the-counter
derivatives market and entities, such as us, that participate in that market. The Commodity Futures Trading
Commission (“CFTC”) has finalized certain of its regulations under the Dodd-Frank Act, but others remain to be
finalized or implemented. It is not possible at this time to predict when this will be accomplished or what the terms of
the final rules will be, so the impact of those rules is uncertain at this time.

The CFTC has designated certain types of swaps (thus far, only certain interest rate swaps and credit default swaps)
for mandatory clearing and exchange trading, and may designate other types of swaps for mandatory clearing and
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exchange trading in the future. To the extent we engage in such transactions or transactions that become subject to
such rules in the future, we will be required to comply or to take steps to qualify for an exemption to such
requirements. Although we are availing ourselves of the end-user exception to the mandatory clearing and exchange
trading requirements for swaps designed to hedge our commercial risks, the application of the mandatory clearing and
trade execution requirements to other market participants, such as swap dealers, may change the cost and availability
of the swaps that we use for hedging. If any of our swaps do not qualify for the commercial end-user exception, or if
the cost of entering into uncleared swaps becomes prohibitive, we may be required to clear such transactions or
execute them on a derivatives contract market or swap executive facility.
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In addition, certain banking regulators and the CFTC have adopted final rules establishing minimum margin
requirements for uncleared swaps. Although we expect to qualify for the end-user exception from margin
requirements for swaps to other market participants, such as swap dealers, these rules may change the cost and
availability of the swaps we use for hedging. If any of our swaps do not qualify for the commercial end-user
exception, we could be required to post initial or variation margin, which would impact liquidity and reduce our cash.
This would in turn reduce our ability to execute hedges to reduce risk and protect cash flows.

The Dodd-Frank Act and any new regulations could significantly increase the cost of derivative contracts, materially
alter the terms of derivative contracts, reduce the availability of derivatives to protect against risks we encounter and
reduce our ability to monetize or restructure our existing commodity price contracts. If we reduce our use of
commodity price contracts as a result of the legislation and regulations, our results of operations may become more
volatile and our cash flows may be less predictable, which could adversely affect our ability to plan for and fund
capital expenditures and make cash distributions to our unitholders. Further, to the extent our revenues are unhedged,
they could be adversely affected if a consequence of the Dodd-Frank Act and implementing regulations is to lower
commodity prices.

Recently enacted changes to the U.S. federal tax laws could adversely affect our business, financial condition and
results of operations.

Recently enacted legislation commonly referred to as the “Tax Cuts and Jobs Act” (the “TCJA”) includes significant
changes to the taxation of business entities. These changes include, among others, a permanent reduction to the
corporate income tax rate. Such rate reduction, however, could be offset by other changes intended to broaden the tax
base (for example, by imposing new limitations on the utilization of net operating losses and the deduction of interest
expense and eliminating the deduction for certain domestic production activities). While past legislative proposals
have included changes to other U.S. federal income tax incentives available to oil and gas companies, including the
elimination of the percentage depletion allowance for oil and gas properties, the elimination of current deductions for
intangible drilling and development costs and an extension of the amortization period for certain geological and
geophysical expenditures, those changes were not included in the TCJA. No accurate prediction can be made as to
whether these or similar changes will be proposed or enacted in the future, and if enacted, how soon such changes
would take effect. We continue to examine the impact the TCJA may have on us, and it could adversely affect our
business, financial condition and results of operations.

Our use of oil and natural gas price hedging contracts may limit future revenues from price increases and result in
significant fluctuations in our net income.

We have historically used hedging transactions with respect to a portion of our oil and natural gas production to
achieve more predictable cash flow and to reduce our exposure to price fluctuations. While the use of hedging
transactions limits the downside risk of price declines, their use may also limit future revenues from price increases.
We had no hedge settlements in 2016 and had positive net cash settlements of $0.5 million during 2017.

We account for our oil and natural gas derivatives using fair value accounting standards. Each derivative is recorded
on the balance sheet as an asset or liability at its fair value. Additionally, changes in a derivative’s fair value are
recognized currently in earnings unless specific hedge accounting criteria are met at the time the derivative contract is
executed. We have elected not to apply hedge accounting treatment to our swap and call derivative contracts and, as
such, all changes in the fair value of these instruments are recognized in earnings. Our fixed price physical contracts
qualify for the normal purchase and normal sale exception. Contracts that qualify for this treatment do not require
mark-to-market accounting treatment.

In the future, we will continue to be exposed to volatility in earnings resulting from changes in the fair value of our
derivative instruments. See Note 9-“Derivative Activities” in the Notes to Consolidated Financial Statements in
“Item 8—Financial Statements and Supplementary Data” of this Annual Report on Form 10-K.

We may incur substantial impairment writedowns.

If management’s estimates of the recoverable proved reserves on a property are revised downward or if oil and natural
gas prices decline, we may be required to record additional non-cash impairment writedowns in the future, which
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would result in a negative impact to our financial position. Furthermore, any sustained decline in oil and natural gas
prices may require us to make further impairments. Prior to emerging from bankruptcy we accounted for our oil and
natural gas properties using the Successful Efforts Method of Accounting. We reviewed our proved oil and natural gas
properties for impairment on a depletable unit basis when circumstances suggest there is a need for such a review. To
determine if a depletable unit is impaired, we compare the carrying value of the depletable unit to the undiscounted
future net cash flows by applying management’s estimates of future oil and natural gas prices to the estimated future
production of oil and natural gas reserves
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over the economic life of the property. Future net cash flows are based upon our independent reservoir engineers’
estimates of proved reserves. In addition, other factors such as probable and possible reserves are taken into
consideration when justified by economic conditions. For each property determined to be impaired, we recognize an
impairment loss equal to the difference between the estimated fair value and the carrying value of the property on a
depletable unit basis.

Fair value is estimated to be the present value of expected future net cash flows. Any impairment charge incurred is
recorded in accumulated depreciation, depletion, and amortization to reduce our recorded basis in the asset. Each part
of this calculation is subject to a large degree of judgment, including the determination of the depletable units’
estimated reserves, future cash flows and fair value. For the period ended October 12, 2016, the Predecessor Company
recorded impairment related to oil and natural gas properties of $1.6 million. The decline in oil and natural gas prices
precipitated the loss of estimated proved reserves for our oil and natural gas producing properties.

Upon emerging from bankruptcy we implemented Fresh Start Reporting and changed to the Full Cost Method of
accounting for our Oil and Natural Gas Properties. The Full Cost Method requires a ceiling test be performed each
quarter to determine impairment. The reserve value basis used in the Ceiling Test is the SEC calculated reserves. The
SEC value of reserves utilizes a look back at the last twelve month commodity prices. The Ceiling Test performed on
December 31, 2016 resulted in an impairment of $2.5 million. We had no impairment for the year ended December
31, 2017.

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

Historically, our capital and operating costs have risen during periods of increasing oil and natural gas prices. These
cost increases result from a variety of factors beyond our control, such as increases in the cost of electricity, steel and
other raw materials that we and our vendors rely upon; increased demand for labor, services and materials as drilling
activity increases; and increased taxes. Decreased levels of drilling activity in the oil and natural gas industry in recent
periods have led to declining costs of some drilling equipment, materials and supplies. However, such costs may rise
faster than increases in our revenue if commodity prices rise, thereby negatively impacting our profitability, cash
flows and ability to complete development activities as scheduled and on budget. This impact may be magnified to the
extent that our ability to participate in the commodity price increases is limited by our derivative activities.

A majority of our production, revenue and cash flow from operating activities are derived from assets that are
concentrated in a single geographic area, making us vulnerable to risks associated with operating in one geographic
area.

Essentially all of our estimated proved reserves at December 31, 2017 were associated with our Louisiana, Texas and
Mississippi properties which include the Haynesville Shale Trend and TMS. Accordingly, if the level of production
from these properties substantially declines or is otherwise subject to a disruption in our operations resulting from
operational problems, government intervention (including potential regulation or limitation of the use of high pressure
fracture stimulation techniques in these formations) or natural disasters, it could have a material adverse effect on our
overall production level and our revenue.

Events of force majeure may limit our ability to operate our business and could adversely affect our operating results.
The weather, unforeseen events, or other events of force majeure in the areas in which we operate could cause
disruptions and, in some cases, suspension of our operations. This suspension could result from a direct impact to our
properties or result from an indirect impact by a disruption or suspension of the operations of those upon whom we
rely for gathering and transportation. If disruption or suspension were to persist for a long period, our results of
operations would be materially impacted.

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

Other companies operate some of the properties in which we have an interest. For example, Chesapeake operates
certain of our properties in the Haynesville Shale Trend. As of December 31, 2017, approximately 51% of our
reserves and approximately 37% of our sales volumes were attributable to non-operated properties. We have less
ability to influence or control the operation or future development of these non-operated properties or the amount of
capital expenditures that we are required to fund with respect to them versus those fields in which we are the operator.
Although we have the ability to propose operations to the operator, our dependence on the operator and other working
interest owners for these projects and our reduced influence or ability to control the operation and future development
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of these properties could materially adversely affect the realization of our targeted returns on capital and lead to
unexpected future costs.
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Our ability to sell natural gas and receive market prices for our natural gas may be adversely affected by pipeline and
gathering system capacity constraints and various transportation interruptions.

We operate primarily in (i) Northwest Louisiana and East Texas, which includes the Haynesville Shale Trend and

(i1) Southwest Mississippi and Southeast Louisiana which includes the TMS. A number of companies are currently
operating in the Haynesville Shale Trend. If drilling in these areas continues to be successful, the amount of natural
gas being produced could exceed the capacity of the various gathering and intrastate or interstate transportation
pipelines currently available in this region. If this occurs, it will be necessary for new pipelines and gathering systems
to be built. Because of the current economic climate, certain pipeline projects that are planned for Northwest
Louisiana and East Texas may not occur or may be substantially delayed for lack of financing. In addition, capital
constraints could limit our ability to build intrastate gathering systems necessary to transport our natural gas to
interstate pipelines. In such an event, we might have to shut in our wells awaiting a pipeline connection or capacity or
sell natural gas production at significantly lower prices than those quoted on NYMEX or that we currently project,
which would adversely affect our results of operations.

A portion of our oil and natural gas production in any region may be interrupted, or shut in, from time to time for
numerous reasons, including as a result of weather conditions, accidents, loss of pipeline or gathering system access,
field labor issues or strikes, or we might voluntarily curtail production in response to market conditions. If a
substantial amount of our production is interrupted at the same time, the interruption could temporarily adversely
affect our cash flow.

We may be unable to identify liabilities associated with the properties that we acquire or obtain protection from sellers
against them.

The acquisition of properties requires us to assess a number of factors, including recoverable reserves, development
and operating costs and potential environmental and other liabilities. Such assessments are inexact and inherently
uncertain. In connection with the assessments, we perform a review of the subject properties, but such a review will
not reveal all existing or potential problems. In the course of our due diligence, we may not inspect every well, facility
or pipeline. We cannot necessarily observe structural and environmental problems, such as pipeline corrosion or
subsurface groundwater contamination, when an inspection is made. We may not be able to obtain contractual
indemnities from the seller for liabilities relating to the acquired assets and indemnities are unlikely to cover liabilities
relating to the time periods after closing. We may be required to assume any risk relating to the physical condition of
the properties in addition to the risk that the properties may not perform in accordance with our expectations. The
incurrence of an unexpected liability could have a material adverse effect on our financial position and results of
operations.

Due to the nature of the industry, we sell our oil and natural gas production to a limited number of purchasers and,
accordingly, amounts receivable from such purchasers could be significant. The loss of, or material nonpayment or
nonperformance by, any one or more of these customers could materially adversely affect our financial condition,
results of operations and cash flows.

Due to the nature of the industry, we sell our oil and natural gas production to a limited number of purchasers and,
accordingly, amounts receivable from such purchasers could be significant. Revenues from the largest of these sources
as a percent of oil and natural gas revenues for the years ended December 31, 2017 and 2016 were 84% and 91%,
respectively. Some of our customers may have material financial and liquidity issues or may, as a result of operational
incidents or other events, be disproportionately affected as compared to larger, better-capitalized companies. Any
material nonpayment or nonperformance by any of our key customers could have a material adverse effect on our
financial condition, results of operations and cash flows. We expect our exposure to concentrated risk of non-payment
or non-performance to continue as long as we remain substantially dependent on a relatively small number of
customers for a substantial portion of our revenue.

Customer credit risks could result in losses.

Our exposure to non-payment or non-performance by our customers and counterparties presents a credit risk.
Generally, non-payment or non-performance results from a customer’s or counterparty’s inability to satisfy obligations.
We monitor the creditworthiness of our customers and counterparties and established credit limits according to our
credit policies and guidelines, but cannot assure that any losses will be consistent with our expectations. Furthermore,
the concentration of our customers in the energy industry may impact our overall exposure to credit risk as customers
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may be similarly affected by prolonged changes in economic and industry conditions. The revenues compared to our
total oil and natural gas revenues from the top purchasers for the years ended December 31, 2017 and pro forma full
year 2016 are as follows:
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Year Ended
December 31,
2016
2017 (Pro
Forma)
Genesis Crude Oil LP 20% 44 %
Sunoco, Inc. 13% 30 %
Williams Energy Resources LLC 29% — %
ETC 15% 4 %
Occidental Energy MA 7 % 13 %

Competition in the oil and natural gas industry is intense, and we are smaller and have a more limited operating
history than some of our competitors.

We compete with major and independent oil and natural gas companies for property acquisitions. We also compete for
the equipment and labor required to operate and to develop these properties. Some of our competitors have
substantially greater financial and other resources than us. In addition, larger competitors may be able to absorb the
burden of any changes in federal, state and local laws and regulations more easily than we can, which would adversely
affect our competitive position. These competitors may be able to pay more for oil and natural gas properties and may
be able to define, evaluate, bid for and acquire a greater number of properties than we can. Our a