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FORWARD-LOOKING STATEMENTS

Some of the information in this Annual Report on Form 10-K may contain “forward-looking statements.” All statements, other than statements of historical fact included
in this Annual Report on Form 10-K, regarding our strategy, future operations, financial position, estimated revenues and losses, projected costs, prospects, plans and objectives
of management are forward-looking statements. When used in this Annual Report on Form 10-K, words such as “may,” “assume,” “forecast,” “could,” “should,” “will,” “plan,”
“believe,” “anticipate,” “intend,” “estimate,” “expect,” “project,” “budget” and similar expressions are used to identify forward-looking statements, although not all forward-
looking statements contain such identifying words. These forward-looking statements are based on management’s current belief, based on currently available information, as to
the outcome and timing of future events at the time such statement was made. When considering forward-looking statements, you should keep in mind the risk factors and other
cautionary statements described under the heading “Risk Factors” included in this Annual Report on Form 10-K.

2 ”

We caution you that these forward-looking statements are subject to all of the risks and uncertainties, most of which are difficult to predict and many of which are beyond
our control, incident to the exploration for and development and production of oil, natural gas and NGL. We disclose important factors that could cause our actual results to
differ materially from our expectations as discussed under “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
elsewhere in this Annual Report on Form 10-K. Factors that could cause our actual results to differ materially from the results contemplated by such forward-looking statement
include:

. commodity price volatility;
. the impact of epidemics, outbreaks or other public health events, and the related effects on financial markets, worldwide economic activity and our operations;
. the impact of COVID-19, and governmental measures related thereto, on global demand for oil and natural gas and on the operations of our business;

. uncertainties about our estimated oil, natural gas and NGL reserves, including the impact of commodity price declines on the economic producibility of such
reserves, and in projecting future rates of production;

. the concentration of our operations in the Permian Basin and the San Juan Basin;

. difficult and adverse conditions in the domestic and global capital and credit markets;

. lack of transportation and storage capacity as a result of oversupply, government regulations or other factors;

. lack of availability of drilling and production equipment and services;

. potential financial losses or earnings reductions resulting from our commodity price risk management program or any inability to manage our commodity risks;
. failure to realize expected value creation from property acquisitions and trades;

. access to capital and the timing of development expenditures;

. environmental, weather, drilling and other operating risks;

. regulatory changes, including potential shut-ins or production curtailments mandated by the Railroad Commission of Texas;

. competition in the oil and natural gas industry;

. loss of production and leasehold rights due to mechanical failure or depletion of wells and our inability to re-establish their production;
. our ability to service our indebtedness;

. cost inflation;

. political and economic conditions and events in foreign oil and natural gas producing countries, including embargoes, continued hostilities in the Middle East
and other sustained military campaigns, the armed conflict in
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Ukraine and associated economic sanctions on Russia, conditions in South America, Central America, China and Russia, and acts of terrorism or sabotage;

. evolving cybersecurity risks such as those involving unauthorized access, denial-of-service attacks, malicious software, data privacy breaches by employees,
insider or other with authorized access, cyber or phishing-attacks, ransomware, social engineering, physical breaches or other actions; and

. risks related to our ability to expand our business, including through the recruitment and retention of qualified personnel.

Reserve engineering is a process of estimating underground accumulations of oil and natural gas that cannot be measured in an exact way. The accuracy of any reserve
estimate depends on the quality of available data, the interpretation of such data and price and cost assumptions made by reservoir engineers. In addition, the results of drilling,
testing and production activities may justify revisions of estimates that were made previously. If significant, such revisions would change the schedule of any further production
and development drilling. Accordingly, our reserve and PV-10 estimates may differ significantly from the quantities of oil, natural gas and NGLs that are ultimately recovered.

Should one or more of the risks or uncertainties described in this Annual Report on Form 10-K occur, or should underlying assumptions prove to be incorrect, our actual
results and plans could differ materially from those expressed in any forward-looking statements.

All forward-looking statements, expressed or implied, included in this Annual Report on Form 10-K are expressly qualified in their entirety by this cautionary statement.
This cautionary statement should also be considered in connection with any subsequent written or oral forward-looking statements that we or persons acting on our behalf may
issue.

Except as otherwise required by applicable law, we disclaim any duty to update any forward-looking statements, all of which are expressly qualified by the statements in
this section, to reflect events or circumstances after the date of this Annual Report on Form 10-K.

Risk Factor Summary

An investment in our common units involves risks associated with our business, our partnership structure and the tax characteristics of our common units, among other
things. You should carefully consider the risks described in “Risk Factors” and the other information in this Annual Report on Form 10-K before investing in our common units.
Some of the most significant challenges and risks we face include the following:

Risks Related to Cash Distributions

. We may not have sufficient available cash to pay any quarterly distribution on our common units following the establishment of cash reserves and payment of
expenses.

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

. The volatility of oil, natural gas and NGL prices due to factors beyond our control greatly affects our financial condition, results of operations and cash
available for distribution.

. Unless we replace the reserves we produce, our revenues and production will decline, which would adversely affect our cash flow from operations and our
ability to make distributions to our unitholders.

. If commodity prices decline and remain depressed for a prolonged period, production from a significant portion of our properties may become uneconomic and
cause downward adjustments of our reserve estimates and write downs of the value of such properties, which may adversely affect our financial condition and our ability
to make distributions to our unitholders.

. Drilling for and producing oil, natural gas and NGLs are high-risk activities with many uncertainties that could adversely affect our business, financial
condition, results of operations and cash distributions to unitholders.

. We operate certain of our properties through a joint venture over which we have shared control.

. Declining general economic, business or industry conditions and inflation may have a material adverse effect on our results of operations, liquidity and financial
condition.
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. Events outside of our control, including an epidemic or outbreak of an infectious disease, such as COVID-19, or the threat thereof, could have a material
adverse effect on our business, liquidity, financial condition, results of operations, cash flows and ability to pay distributions on our common units.

. We use derivative instruments to economically hedge exposure to changes in commodity price and, as a result, are exposed to credit risk and market risk.

. Our Credit Facility has restrictions and financial covenants that may restrict our business and financing activities and our ability to pay distributions to our
unitholders.

. Reserve estimates depend on many assumptions that may ultimately be inaccurate. Any material inaccuracies in reserve estimates or underlying assumptions
will materially affect the quantities and present value of our reserves.

Risks Related to Environmental and Regulatory Matters

. We are subject to stringent federal, state and local laws and regulations related to environmental and occupational health and safety issues that could adversely
affect the cost or feasibility of conducting our operations or expose us to significant liabilities.

. Our operations are subject to a series of risks arising out of the threat of climate change that could result in increased operating costs, limit the areas in which we
may conduct oil, natural gas and NGL exploration and production activities, and reduce demand for the oil, natural gas and NGLs we produce.

Risks Inherent in an Investment in Us

. Our general partner and its affiliates own a controlling interest in us and will have conflicts of interest with, and owe limited duties to, us, which may permit
them to favor their own interests to the detriment of us and our unitholders.

. Our partnership agreement replaces our general partner’s fiduciary duties to us and our unitholders with contractual standards governing its duties, and restricts
the remedies available to unitholders for actions taken by our general partner that might otherwise constitute breaches of fiduciary duty.

. Our general partner may amend our partnership agreement, as it determines necessary or advisable, to permit the general partner to redeem the units of certain
non-citizen unitholders.

. Our unitholders have limited voting rights and are not entitled to elect our general partner or its board of directors (the “Board”), which could reduce the price at
which our common units will trade.

. Our general partner has a limited call right that may require you to sell your common units at an undesirable time or price.
. Even if our unitholders are dissatisfied, they cannot remove our general partner without its consent.
. Control of our general partner may be transferred to a third party without unitholder consent.

. Our general partner may elect to convert or restructure us from a partnership to an entity taxable as a corporation for U.S. federal income tax purposes without
unitholder consent.

. We may issue an unlimited number of additional units, including units that are senior to the common units, without unitholder approval.
. The NYSE does not require a publicly traded partnership like us to comply, and we do not intend to comply, with certain of its governance requirements
generally applicable to corporations.

Tax Risks to Common Unitholders

. Our tax treatment depends on our status as a partnership for federal income tax purposes, as well as our not being subject to a material amount of entity-level
taxation by individual states. If the Internal Revenue Service
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were to treat us as a corporation for federal income tax purposes or if we were otherwise subject to a material amount of entity-level taxation, then cash available for
distribution to our unitholders could be reduced.

. Our unitholders may be required to pay taxes on their share of our income even if they do not receive any cash distributions from us.

Part1
Items 1 & 2. Business and Properties
Business Overview

We are focused on the acquisition, development, optimization and exploitation of conventional oil, natural gas, and natural gas liquid reserves in North America. Our
management team has significant industry experience acquiring and exploiting conventional oil and natural gas properties in multiple resource plays and basins. As a result of
such experience, our operations focus primarily on enhancing the development and operation of producing properties through our concentration on efficiency and optimizing
exploitation of current wells. Our current acreage positions are concentrated in the Permian Basin of West Texas and New Mexico and the San Juan Basin of New Mexico and
Colorado, each of which we believe is characterized by low geologic risk, low decline rates and high recoveries relative to drilling and completion costs.

Our partnership agreement requires us to distribute all of our cash on hand at the end of each quarter, less reserves established by our general partner which we refer to as
“available cash”. We believe the low decline nature of our reserves and the relatively low cost to maintain production combined with our zero to low leverage profile will
support distributions to our unitholders. The amount of cash available for distribution with respect to any quarter, however, will be dependent on the then-prevailing commodity
prices. To mitigate the risk associated with volatile commodity prices and to further enhance the stability of our cash flow available for distributions, from time to time we may
opportunistically hedge a portion of our production volumes at prices we deem attractive to mitigate our exposure to price fluctuations on crude oil, natural gas liquids and
natural gas sales. Nevertheless, our quarterly cash distributions may vary from quarter to quarter as a direct result of variations in the performance of our business, including
those caused by fluctuations in the prices of oil and natural gas. Such variations may be significant and quarterly distributions paid to our unitholders may be zero.

We seek to maintain a flat to low growth production profile through a combination of low-risk development and exploitation of our existing properties, generally funded
by cash flow from operating activities, and future acquisitions of producing properties. We believe this will allow us to increase our reserves and production and, over time, to
increase distributions to our unitholders. To date we have been successful in offsetting the natural decline in production from reservoir depletion through acquisitions and
drilling. Historically, funding sources for our capital expenditures, including acquisitions, have included proceeds from bank borrowings, cash from our partners and cash flow
from operating activities. We expect to continue to fund our capital expenditures primarily with cash flow generated by operating activities, but may use borrowings under our
Credit Facility in connection with acquisitions in particular. Additionally, we may seek to issue additional equity securities from time to time as market conditions allow to
facilitate future acquisitions. Our development budget is approximately $30.0 - $35.0 million for 2023.

The members of our management team have an average of 32 years’ experience in the oil and gas industry. Our management team has successfully executed on a
strategy of acquiring and exploiting long-lived and low decline assets for more than 30 years, completing hundreds of acquisitions totaling over $15 billion. Additionally, our
management team has collectively invested more than $500 million in us since our inception. We believe our management team has the experience, expertise and commitment
to create significant value for our unitholders in the form of cash distributions combined with growth in revenues and production.

Our Business Strategies

Our primary business objective is to make increasing distributions to our unitholders over time. To achieve our objective, we intend to execute the following business
strategies:

*  Focus on long-lived, low decline conventional assets. We believe that by focusing on the exploitation of our existing assets, we can maintain current production
using a portion of our operating cash flow, while utilizing



Table of Contents

the remainder of our operating cash flow to acquire additional assets to exploit and make distributions to our unitholders.

*  Maximize ultimate hydrocarbon recovery from our assets through enhancement and optimization of producing properties.We continuously seek efficiencies
in our drilling, completion and production techniques to optimize ultimate resource recoveries, rates of return and cash flows. We will continue to work to unlock
additional value and will allocate capital towards next generation technologies where applicable. In addition, we intend to take advantage of under-development in
basins where we operate by expanding our geologic investigation of additional producing horizons on our acreage and adjacent acreage. We seek to expand our
development beyond our known productive areas to add reserves to our inventory at attractive all-in costs.

*  Focus on making cash distributions to, and providing long term value for, our unitholders. Our primary goal is to maximize investor returns through cash
distributions and flat to low production and reserves growth over time in support of our strategy as a “production and distribution” enterprise.

*  Maintain financial flexibility with a conservative capital structure and ample liquidity. We intend to conduct our operations primarily through cash flow
generated from operations with a focus on maintaining a disciplined balance sheet with little to no outstanding debt. Due to our strong operating cash flows and
liquidity, we have substantial flexibility to fund our capital budget and to potentially accelerate our drilling program as conditions warrant. Our focus is on the
economic extraction of hydrocarbons while maintaining a prudent leverage ratio and strong liquidity profile. Although we may use leverage to make accretive
acquisitions, we will do so with the long-term goal of remaining substantially debt free. Further, we expect that our hedging strategy will reduce our exposure to
commodity price volatility.

«  Execute attractive acquisitions and optimize assets through effective integration. Our management team has a history of successfully identifying, acquiring and
optimizing assets over the past three decades. We believe our acreage positions in the Permian Basin and San Juan Basin provide opportunities to increase production
and reserves through the implementation of mechanical and operational improvements, workovers, behind-pipe completions, secondary and tertiary recovery
operations, new development wells and other development activities. We plan to use the expertise of our management team to strategically acquire properties that
complement our operations.

Our Strengths
We believe that the following strengths will allow us to successfully execute our business strategies:

+  Experienced and personally invested management team with an extensive track record of value creation. We believe our management team’s significant
industry experience is a distinct competitive advantage. The members of our management team have an average of 32 years’ experience in the oil and gas industry
and have previously held executive roles at XTO Energy Inc. (“XTO”). Our management team has successfully executed on a strategy of acquiring and exploiting
long-lived and low decline assets for more than 30 years. Members of our management team have collectively personally invested more than $500 million in us since
our inception.

*  Stable, long-lived, conventional asset base with low production decline rates. The majority of our interests are in properties that have produced oil and natural gas
for decades. As a result, the geology and reservoir characteristics are well understood, and new development well results are generally predictable, repeatable and
present lower risk than unconventional resource plays. Our assets are characterized by long-lived reserves with low production decline rates, a stable development cost
structure and low-geologic risk developmental drilling opportunities with predictable production profiles. For example, our base decline rate over the next twelve
months is currently estimated to be approximately 8%.

*  Ability to source, integrate and optimize acquisitions. Our management team has demonstrated the ability to source and integrate acquisitions of various sizes.
While at XTO, our management team completed hundreds of acquisitions for over $15 billion in consideration and successfully integrated such acquisitions,
ultimately driving significant returns for shareholders. We have successfully drawn on this experience to identify and complete multiple acquisitions to establish our
anchor positions in the Permian Basin and San Juan Basin,
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including our recent 2021 and 2022 acquisitions. We expect that our expertise in sourcing and completing acquisitions will allow us to successfully execute
additional bolt-on acquisitions in our existing operating areas and, if and when appropriate, additional opportunistic acquisitions.

«  Conservatively capitalized balance sheet, strong liquidity profile and financial flexibility. We have a strong and conservative financial position that allows us to
effectively allocate capital and grow our reserves and production. Due to the significant existing vertical production and the predictable low-decline profiles associated
with our existing production, our business generates significant operating cash flows. We expect to have little to no debt and substantial liquidity, which will provide
us with further financial flexibility to fund our capital expenditures and grow production and reserves as part of our existing strategic plan. We may also
opportunistically hedge to protect our future operating cash flows from volatility in commodity prices.

Our Properties

As of December 31, 2022, our assets consisted of 848,257 gross (371,727 net) leasehold and mineral acres located primarily in the Permian Basin and San Juan Basin.
As of December 31, 2022, our total estimated proved reserves were approximately 143 MMBoe, of which approximately 53% were liquids and approximately 83% were proved
developed, both on a Boe basis. In 2022, we produced an average of approximately 23,195 Boe per day, approximately 70% of which came from assets operated by us.

Permian Basin

We acquired our initial 79,970 gross leasehold and mineral acres in the Permian Basin in 2012 and 2013. We subsequently acquired 11,929 additional gross leasehold
acres through leasing and multiple bolt-on acquisitions. In November 2021, we acquired producing properties, including 24,052 gross leasehold acres and a CO» processing
plant in the Permian Basin within New Mexico and CO; assets in Colorado (the “Vacuum Properties”) from Chevron Corporation (“Chevron”). In December 2021, we acquired
additional producing properties, including 21,112 gross leasehold acres in the Permian Basin within Texas from Chevron (the “Andrews Parker Acquisition”). We refer to these
together as the “2021 Acquisitions.” In August 2022 we acquired additional interests in our producing properties and CO, gas processing plant in the Permian Basin of New
Mexico (the “Additional Interest Vacuum Acquisition”). As of December 31, 2022, we had 49 (gross) active CO; injection wells. Production from our CO; wells was 17.7
MMcf/d during 2022.

The Permian Basin is one of the oldest and most prolific producing basins in North America. Consisting of approximately 75,000 square miles centered around Midland,
Texas, the Permian spans across west Texas and southeast New Mexico. The Permian Basin has been a significant source of oil production in the United States since the 1920s
and, according to the EIA, accounted for approximately 46% of all oil production and approximately 18% of all natural gas production in the United States as of December 31,
2022. While horizontal development is the primary focus for many operators, there continues to be significant conventional oil and gas drilling throughout the Permian Basin.
Through enhanced oil recovery methods such as COz injection, operators like us are able to unlock incremental additional hydrocarbon production in these older, conventional
assets at comparatively lower costs as compared to the drilling and completion costs of horizontal wells.

Our management team believes the development and exploitation of conventional assets in the Permian Basin is among the most economic oil and natural gas plays in
the United States. Since completing the 2021 Acquisitions, we have focused our efforts on returning wells to production as well as on other low-risk maintenance projects. As
we gain a greater understanding of these recently acquired assets, we expect to increase our drilling and recompletion work. Substantially all of our acreage in the Permian
Basin is held by production, which means we do not have to drill any wells to maintain ownership of our leases. We drilled or participated in the drilling of 6 gross wells in the
Permian Basin during 2022. Based on current commodity prices, we expect to drill or participate in the drilling of approximately 22 gross wells in 2023. We recompleted 13
gross wells in the Permian Basin in 2022 and expect to recomplete approximately 18 gross wells in 2023. We returned 15 gross wells to production in the Permian Basin in
2022 and expect to return 6 gross wells in 2023. Our base decline rate for our Permian Basin properties over the next 12 months is currently estimated to be approximately 8%.

San Juan Basin

We acquired our initial 175,376 gross leasehold and mineral acres in the San Juan Basin in 2012 and 2013. We subsequently acquired 273,187 additional gross leasehold
and mineral acres in June 2020.
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The San Juan Basin covers approximately 7,500 square miles in northwestern New Mexico, southwestern Colorado, and parts of Utah and Arizona. Primarily producing
natural gas, the San Juan Basin has multiple different formation targets including conventional and unconventional tight sands, coalbed methane and shale. The San Juan is one
of the oldest producing basins in the United States, with the first conventional natural gas well drilled in 1921. With the discovery and development of coalbed methane
reserves, the San Juan Basin was one of the most prolific natural gas basins in the United States in the 1980s and 1990s. Development activity within the San Juan Basin
continued at a significant pace until 2008. With the collapse of commodity prices in 2007, development activity dropped to a very low rate, falling from approximately 40
drilling rigs into 2007 to less than five rigs by 2012. More recently, however, activity within the San Juan Basin has picked up through continued exploration of the
unconventional Mancos Shale play. In 2016, the United States Geological Survey (“USGS”) estimated that there were 66.3 trillion cubic feet of recoverable natural gas in the
Mancos Shale, which is a forty-fold increase from the 1.6 trillion cubic feet of recoverable natural gas estimated by USGS in 2003.

Our San Juan acreage includes substantial, predictable, low-decline natural gas production that provides for relatively stable cash flows. Our base decline rate for our San
Juan Basin properties over the next 12 months is currently estimated to be approximately 9%. Our existing production comes from primarily coalbed methane wells.
Substantially all of our acreage in the San Juan Basin is held by production. Additionally, as of December 31, 2022, we own 83,836 gross acres in New Mexico in the Mancos
Shale. We believe our Mancos Shale properties offer us significant potential upside that is held by production.

We drilled or participated in the drilling of 18 gross wells in the San Juan Basin during 2022. We expect to drill or participate in the drilling of approximately 14 gross
wells in 2023 but we will periodically reassess our plans given the volatility in natural gas prices. We recompleted 11 gross wells in the San Juan Basin in 2022 and we expect to
recomplete 10 gross wells in 2023. We did not return any wells to production in the San Juan Basin in 2022 and do not expect to return any wells to production in 2023.

For year ended December 31, 2022, our consolidated revenues were derived 48% from oil revenues, 40% from natural gas revenues and 12% from NGL revenues, in
each case excluding the unrealized effects of our commodity derivative contracts. After giving effect to unrealized commodity derivative contracts, our revenues were derived
65% from oil revenues, 18% from natural gas revenues and 17% from NGL revenues over the same period. For the year ended December 31, 2022, our total average
production was 23,195 Boe/d (approximately 26% oil, 58% natural gas, and 16% NGLs). Over the same period, our average production in the Permian Basin was 7,193 Boe/d
(approximately 83% oil, 5% natural gas, and 13% NGLs) and our average production in the San Juan Basin was 14,612 Boe/d (approximately 1% oil, 81% natural gas, and 19%
NGLs).

Development Plan and Capital Budget

Historically, our business plan has focused on acquiring and then exploiting producing assets. Funding sources for our acquisitions have included proceeds from bank
borrowings, cash from our partners and cash flow from operating activities. We incurred $29.8 million of development capital in 2022 and expect to incur approximately $30.0 -
$35.0 million for development in 2023. Much of our development time and capital is spent on workovers, recompletions and field optimizations of existing assets. We expect to
use the additional information derived from this exploitation to inform our decisions about additional drilling opportunities to pursue, either in recently acquired assets or new
acquisitions. To the extent that we complete any acquisitions during 2023, we may reduce our other expected capital plans to offset the acquisition cost and to temper production
growth in favor of distributions to our unitholders.

During 2022, we spent approximately $25.6 million to drill 24 gross wells (6.2 net wells) and on related equipment, $3.2 million on recompletions of existing wells and
$0.9 million on remedial workovers and other maintenance projects. We spent approximately $18.9 million in the Permian Basin and approximately $10.9 million in the San
Juan Basin in 2022.

We expect to allocate a portion of our 2023 budget to projects focused on enhancing existing production. Based on current commodity prices and our drilling success rate
to date, we expect to be able to fund our 2023 capital development programs from cash flow from operations. We increased our 2022 capital program to $29.8 million compared
to $8.1 million in 2021, primarily in response to the improved oil price environment and the improving global and national economic environment.



Table of Contents

Oil, Natural Gas and NGL Data

Reserves

Summary of Oil, Natural Gas and NGL Reserves. The following table presents our estimated net proved oil, natural gas and NGL reserves as of December 31, 2022,

2021 and 2020. The reserve estimates presented in the table below are based on reports prepared by Cawley, Gillespie & Associates, our independent petroleum engineers,
which reports were prepared in accordance with current SEC rules and regulations regarding oil and natural gas reserve reporting.

TXO Energy Partners
As of December 31,
2022 (1) 2021 (1) 2020 (1)

Proved Reserves:

Oil (MBbls) 53,509.2 48,605.6 19,604.8

NGLs (MBbls) 21,932.4 18,027.6 8,311.2

Natural gas (MMcf) 407,877.2 379,275.9 243,172.9

Total Proved Reserves (MBoe) 143,421.1 129,845.9 68,444.8

Standardized Measure (in millions) $ 1,969.8 §$ 986.6 $ 154.4

PV-10 (in millions)(2) $ 2,005.7 $ 1,022.2 $ 184.6
Proved Developed Reserves:

Oil (MBbls) 34,672.0 30,207.9 9,787.7

NGLs (MBbls) 20,723.6 17,434.2 8,311.2

Natural gas (MMcf) 385,188.6 353,214.9 218,396.9

Total Proved Developed Reserves (MBoe) 119,593.7 106,511.3 54,498.4

PV-10 (in millions)(2) $ 1,560.1 $ 7722 $ 148.4
Proved Undeveloped Reserves:

Oil (MBbls) 18,837.2 18,397.7 9,817.1

NGLs (MBbls) 1,208.8 593.4 0.0

Natural gas (MMcf) 22,688.6 26,061.0 24,776.0

Total Proved Undeveloped Reserves (MBoe) 23,827.4 23,334.6 13,946.4

PV-10 (in millions)(2) $ 4456 $ 250.0 $ 36.2

M

2

Our estimated net proved reserves were determined using average first-day-of-the-month prices for the prior 12 months in accordance with SEC regulations. The unweighted arithmetic average first-day-
of-the-month prices for the prior 12 months were $93.67 per barrel for oil and $6.36 per MMBtu for natural gas at December 31, 2022, were $66.56 per barrel for oil and $3.60 per MMBtu for natural
gas at December 31, 2021 and were $39.57 per barrel for oil and $1.99 per MMBtu for natural gas at December 31, 2020. The base prices were based upon Henry Hub and WTI-Cushing spot prices,
respectively. These base prices were adjusted for differentials on a per-property basis, which may include local basis differentials, transportation, gas shrinkage, gas heating value (BTU content) and/or
crude quality and gravity corrections. After these net adjustments, the net realized prices for the SEC price case over the life of the proved properties was estimated to be $92.94 per barrel for oil, $29.72
per barrel for NGLs and $4.35 per Mcf for natural gas for the year ended December 31, 2022, $64.76 per barrel for oil, $19.62 per barrel for NGLs and $2.31 per Mcf for natural gas for the year ended
December 31, 2021 and $37.77 per barrel for oil, $7.38 per barrel for NGLs and $1.03 per Mcf for natural gas for the year ended December 31, 2020.

PV-10 is a non-GAAP financial measure and represents the present value of estimated future cash inflows from proved oil and gas reserves, less future development and production costs, discounted at
10% per annum to reflect the timing of future cash flows. Calculation of PV-10 does not give effect to derivatives transactions. Our PV-10 has historically been computed on the same basis as our
standardized measure of discounted future net cash flows (“Standardized Measure™), the most comparable measure under GAAP, but does not include a provision for either future well abandonment
costs or the Texas gross margin tax. PV-10 is not a financial measure calculated or presented in accordance with GAAP and generally differs from Standardized Measure, the most directly comparable
GAAP financial measure, because it does not include the effects of either well abandonment costs or income taxes on future net revenues. Neither PV-10 nor Standardized Measure represents an estimate
of the fair market value of our oil and natural gas properties. We and others in the industry use PV-10 as a measure to compare the relative size and value of proved reserves held by companies without
regard to the specific tax characteristics of such entities.

Reserve engineering is and must be recognized as a subjective process of estimating volumes of economically recoverable oil and natural gas that cannot be measured in

an exact manner. Due to the inherent uncertainties and the limited nature of reservoir data, such estimates are subject to change as additional information becomes available. The
reserves actually recovered and the timing of production of these reserves may be substantially different from the original estimate. Revisions result primarily from new
information obtained from development drilling and production history and from changes in economic factors.
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Additional information regarding our proved reserves and estimated future cash flows therefrom can be found in the notes to our financial statements included in Item 8
and in the reserve reports prepared by Cawley, Gillespie & Associates that are filed as exhibits.

Preparation of Reserve Estimates

Our reserve estimates as of December 31, 2022, 2021 and 2020 included in this Annual Report on Form 10-K are based on evaluations prepared by the independent
petroleum engineering firm of Cawley, Gillespie & Associates in accordance with Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves Information
promulgated by the Society of Petroleum Evaluation Engineers and definitions and guidelines established by the SEC. Our independent reserve engineers were selected for their
historical experience and geographic expertise in engineering similar resources.

Under SEC rules, proved reserves are reserves 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 under existing economic conditions, operating methods and government regulations prior to the time at which
contracts providing the right to operate expires, unless evidence indicates that renewal is reasonably certain, regardless of whether deterministic or probabilistic methods are
used for estimation. If deterministic methods are used, the term “reasonable certainty” implies a high degree of confidence that the quantities of oil or natural gas actually
recovered will equal or exceed the estimate. If probabilistic methods are used, there should at least be a 90% probability that the quantities actually recovered will equal or
exceed the estimate. The technical and economic data used in the estimation of our proved reserves include, but are not limited to, well logs, geologic maps, well-test data,
production data (including flow rates), well data (including lateral lengths), historical price and cost information, and property ownership interests. Our independent reserve
engineers use this technical data, together with standard engineering and geoscience methods, or a combination of methods, including performance analysis, volumetric
analysis, and analogy. The proved developed reserves and estimated ultimate recoveries (“EURs”) per well are estimated using performance analysis and volumetric analysis.
The estimates of the proved developed reserves and EURs for each developed well are used to estimate the proved undeveloped reserves for each proved undeveloped location
(utilizing type curves, statistical analysis, and analogy). All of our proved undeveloped reserves as of December 31, 2022, 2021 and 2020, relate to locations that are one offset
away from an existing well.

Internal Controls

Our internal staff of petroleum engineers and geoscience professionals work closely with our independent reserve engineers to ensure the integrity, accuracy and
timeliness of data furnished to our independent reserve engineers in their preparation of reserve estimates. The accuracy of any reserve estimate is a function of the quality of
available data and of engineering and geological interpretation. As a result, the estimates of different engineers often vary. In addition, the results of drilling, testing and
production may justify revisions of such estimates. Accordingly, reserve estimates often differ from the quantities of oil, natural gas and NGLs that are ultimately recovered.
See “Risk Factors—Risks Related to Our Business and the Oil, Natural Gas and NGL Industry—Reserve estimates depend on many assumptions that may ultimately be
inaccurate. Any material inaccuracies in reserve estimates or underlying assumptions will materially affect the quantities and present value of our reserves” for more
information. The reserves engineering group is responsible for the internal review of reserve estimates and includes Brandon Hudson, our Manager—Reservoir Engineering.
The Reservoir Engineering Manager is primarily responsible for overseeing the preparation of our reserve estimates and has more than 15 years of experience as a reserve
engineer. The reserves engineering group is independent of any of our operating areas. The Reservoir Engineering Manager is directly responsible for overseeing the reserves
engineering group. The reserves engineering group reviews the estimates with our third-party petroleum consultants, Cawley, Gillespie & Associates, an independent petroleum
engineering firm.

Cawley, Gillespie & Associates is a Texas Registered Engineering Firm (F-693), made up of independent registered professional engineers and geologists that have
provided petroleum consulting services to the oil and gas industry for over 60 years. The lead evaluator that prepared the reserve report was W. Todd Brooker, P.E., President at
Cawley Gillespie. Mr. Brooker has been a Petroleum Consultant at Cawley, Gillespie & Associates since 1992 and became President in 2017. He graduated with honors from
the University of Texas at Austin in 1989 with a Bachelor of Science degree in Petroleum Engineering. Mr. Brooker is a State of Texas Licensed Professional Engineer (License
#83462) and a member of the Society of Petroleum Evaluation Engineers (SPEE) and the Society of Petroleum Engineers (SPE). Mr. Brooker meets or exceeds the education,
training, and experience requirements set forth in the Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves Information promulgated by the Society of
Petroleum Engineers; Mr. Brooker is proficient in judiciously applying industry standard practices to engineering and geoscience evaluations as well as applying SEC and other
industry reserves definitions and guidelines.
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Proved Undeveloped Reserves (PUDs)

As of December 31, 2022, our proved undeveloped reserves were composed of 18,837.2 MBbls of oil, 1,208.8 MBbls of NGLs and 22,688.6 MMcf of natural gas for a
total of 23,827.4 MBoe. PUDs will be converted from undeveloped to developed as the applicable wells begin production.

The following table summarizes our changes in PUDs, for the years ended December 31, 2022 and 2021 (in MBoe):

Balance, December 31, 2020 13,946.4
Purchases of reserves 9,089.5
Revisions of previous estimates 309.1
Transfers to proved developed (10.4)

Balance, December 31, 2021 23,334.6
Purchases of reserves 1,966.8
Revisions of previous estimates (990.5)
Transfers to proved developed (483.5)

Balance, December 31, 2022 23,8274

Revisions of previous estimates of (990.5) MBoe during the year ended December 31, 2022 resulted primarily from forecast changes (1078 MBoe) partially offset by
higher commodity prices (87 MBoe). Revisions of previous estimates of 309.1 MBoe during the year ended December 31, 2021 resulted primarily from higher commodity
prices (347 MBoe) partially offset by forecast changes (38 MBoe).

We converted 483.5 MBoe of any proved undeveloped reserves into proved developed reserves in 2022. Costs incurred relating to the development of oil and natural gas
reserves were $29.8 million during the year ended December 31, 2022. We converted 10.4 MBoe of any proved undeveloped reserves into proved developed reserves in 2021.
Costs incurred relating to the development of oil and natural gas reserves were $8.1 million during the year ended December 31, 2021.

We drilled or participated in the drilling of 4 gross wells in the Permian Basin during 2021. We drilled or participated in the drilling of approximately 6 gross wells in the
Permian Basin during 2022, and we expect to drill or participate in the drilling of approximately 22 gross wells in the Permian Basin during 2023. In addition, we participated in
