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

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

are net to our interest.

Forward-Looking Information

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

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

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

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

statements are typically identified by use of terms such as “may,” “believe,” “expect,” “anticipate,” “intend,” “estimate,” “proj
“target,” “goal,” “plan,” “should,” “will,” “predict,” “potential” and similar expressions that convey the uncertainty of future e
or outcomes. Although we believe that these expectations are reasonable, this information is based upon assumptions

and anticipated results that are subject to numerous uncertainties and risks. Actual results may vary significantly from

those anticipated due to many factors, including:

99 ¢ LN

9

*0il, liquids and natural gas prices and demand;

eoperating hazards inherent in the exploration for and production of oil and natural gas;

egeneral economic, financial, industry or business trends or conditions;

the impact of, and changes in, legislation, law and governmental regulations, including those related to hydraulic
fracturing, financial and commodity derivatives and climate change;

{and, legal and ownership complexities inherent in the U.S. oil and gas industry;

the impact of regulatory approvals;

the availability and volatility of the securities, capital or credit markets and the cost of capital to fund our operations
and business strategies;

the ability and willingness of current or potential lenders, hedging contract counterparties, customers and working
tnterest owners to fulfill their obligations to us or to enter into transactions with us in the future on terms that are
acceptable to us;

the prices and quantities of commodities reflected in our commodity hedging arrangements as compared to the actual
prices or quantities of commodities we produce or use;

othe volatility and liquidity in the commodity futures and commodity and financial derivatives markets;

othe availability of storage, transportation and refining capacity for the crude oil we produce in the Uinta Basin;
edrilling risks and results;

sthe prices of goods and services;

othe availability of drilling rigs and other support services;

*global events that may impact our domestic and international operating contracts, markets and prices;

elabor conditions;

eweather conditions;

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

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

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

echanges in tax rates;

einflation rates;

financial counterparty risk;

euncertainties and changes in estimates of reserves;

othe effect of worldwide energy conservation measures;

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

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

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

attributable to us or persons acting on our behalf, are expressly qualified in their entirety by the cautionary statements
contained in this section and elsewhere in this report. See Items 1 and 2, “Business and Properties,” Item 1A, “Risk
Factors,” Item 3, “Legal Proceedings,” Item 7, “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and Item 7A, “Quantitative and Qualitative Disclosures About Market Risk” for additional information
about factors that may affect our businesses and operating results. These factors are not necessarily all of the

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

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

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

General

Newfield Exploration Company, a Delaware corporation formed in 1988, is an independent energy company engaged
in the exploration, development and production of crude oil, natural gas and natural gas liquids. During 2013, a
decision was made to focus on our principal domestic areas of operation, which include the Mid-Continent, the Rocky
Mountains and onshore Gulf Coast. During 2013, our international businesses in Malaysia and China were held for
sale and reported as "discontinued operations." In early February 2014, we closed the sale of our Malaysian business
for approximately $898 million. We are still in the process of selling our offshore China business.

Through our website, www.newfield.com, you can access, free of charge, electronic copies of our governing
documents, including our Board of Directors’ Corporate Governance Principles and the charters of the committees of
our Board of Directors. In addition, you can access through our website the documents we file with the U.S. Securities
and Exchange Commission (SEC), including our annual reports on Form 10-K, quarterly reports on Form 10-Q and
current reports on Form 8-K as soon as reasonably practicable after we file or furnish them. You also may request
printed copies of our SEC filings or governance documents, free of charge, by writing to our corporate secretary at the
address on the cover of this report. Information contained on our website is not incorporated herein by reference and
should not be considered part of this report.

In addition, the public may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at
100 F Street, N.E., Washington, DC 20549. The public may obtain information on the operation of the Public
Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site (www.sec.gov) that
contains reports, proxy and information statements and other information regarding issuers that file electronically with
the SEC.

Our Business Strategy

In 2013, we celebrated our 25th year as a company. We have adapted our focus areas and business strategies through
the years to effectively compete within our industry and remain profitable. Today, our overarching business strategy is
to deliver long-term stockholder value through safely, ethically and profitably exploring for, acquiring and developing
North American oil and gas resource plays. Over the last five years, we have refined our asset base and focused on
creating value through liquids investments. Today, we have a diversified asset portfolio capable of sustainable growth.
Our core strategy consists of the following key elements:

maintaining a diversified portfolio of core North American assets, with a near-term investment focus on oil and
liquids growth;

maintaining a strong capital structure;

erowing through a combination of development drilling and select acquisitions;

operating our assets and improving operational efficiencies; and

attracting and retaining quality employees and ensuring their interests are aligned with our stockholders’ interests.

Maintaining a Diversified Portfolio of Core North American Assets. Over the last several years, we have
transitioned from a conventional, natural gas company to an unconventional company focused on North American
liquids-rich resource plays. By maintaining a diverse asset portfolio, we increase our flexibility to respond, and limit
our exposure, to the volatility and unique risks our industry faces, such as geologic risks, geographic risks and
commodity price risks. In line with this element of our strategy and the continued weakness in natural gas prices, our
2014 plans include:
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allocating substantially all of our planned $1.6 billion in domestic capital investments to our liquids-rich assets; and

limiting investments in natural gas, accepting natural field declines in our natural gas assets and preserving future
opportunities in our major held-by-production natural gas assets.
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Maintaining a Strong Capital Structure. Maintaining a strong capital structure is central to our strategy. A strong
balance sheet preserves financial flexibility and helps ensure that we maintain sufficient liquidity to implement our
overall business strategy. In line with this element of our strategy, our 2014 plans include:

restoring the available capacity under our revolving credit facility to $1.4 billion by utilizing proceeds from the sale of
our Malaysian business, which closed in February 2014;

continuing the process of selling our China business, and using the expected proceeds to fund our domestic capital
investment plans; and

using derivative markets to hedge a portion of our future production to manage commodity price risk and to help
ensure adequate funds to execute our drilling programs.

Growing Through a Combination of Development Drilling and Select Acquisitions. Throughout our 25-year history,
our growth has come from a combination of select acquisitions and exploration and exploitation drilling. We develop
resources in our focus areas while continually looking for new opportunities in and around these areas. To manage
risks associated with our strategy to grow reserves through drilling, substantially all of the domestic wells we drilled
in 2013 had low geologic risk. Since 2000, we have completed several acquisitions that led to the expansion of our
operating areas or the establishment of focus areas onshore in the United States. In 2013, we acquired about 65,000
net acres in Oklahoma's Anadarko Basin "STACK" play. This recent acquisition complemented our growing position
in the basin's prolific Cana Woodford play, which was largely leased in 2011 and 2012. In 2011, we acquired
approximately 65,000 net acres in the Uinta Basin, which fit well with our existing properties in the basin. We are
focused on distinct geographic regions and geologic plays where we can leverage our experience and core
competencies. In line with these elements of our strategy, our 2014 plans include:

delivering approximately 30% year-over-year domestic liquids growth by focusing on developing our fields in the
Anadarko, Uinta, Williston and Maverick basins; and

continuing to consider select acquisition opportunities aligned with our strategy and asset base.

Operating our Assets and Improving Operational Efficiencies. We prefer to operate our properties. By controlling
operations, we can better manage the timing of their development and production, control operating expenses and
capital investments, ensure the appropriate application of technologies and promote safety and corporate
responsibility. We operate a significant portion of our total net production and believe that improving operational
efficiencies requires extensive knowledge of the geologic and operating conditions in the areas where we operate.
Therefore, we focus our efforts on a limited number of geographic areas where our core competencies provide a
competitive advantage and can positively influence operational efficiencies. Geographic focus allows for the more
efficient use of both our capital and human resources. In line with this element of our strategy, our 2014 plans include:

improving operational efficiencies by focusing on unconventional resource plays that have large acreage positions and
deep inventories of lower-risk drilling locations — in development, these plays lend themselves to efficiency gains in

drilling and completion operations and provide sustainable growth profiles;

increasing corporate responsibility awareness and encouraging all of our people to maintain safe operations, minimize
environmental impact and conduct their daily business with the highest of ethical standards; and

ensuring that the right people are deployed on the right projects.

Attracting and Retaining Quality Employees and Ensuring Their Interests are Aligned with our Stockholders’

Interests.  We believe in hiring top-tier talent and are committed to our employees' education and development. We
believe that employees should be rewarded for their performance and that their interests should be aligned with our
stockholders’ interests. As a result, we reward and encourage our employees through performance-based compensation
and equity-based ownership.

2014 Outlook and Planned Capital Investments

10
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Our strategy is to focus on North American resource plays, and we plan to invest $1.6 billion (excluding capitalized
internal costs) to these activities in 2014. In early February 2014, we closed the sale of our Malaysian business for
approximately $898 million and are continuing to take steps to sell our offshore China business. Depending on the
timing of the sale for our China business, we intend to invest approximately $100 million in China in 2014. Our 2014
investments will be financed through our cash flows from operations, proceeds from our recent Malaysian sale and the
use of our credit facility.

11
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Our domestic liquids production is expected to grow approximately 30% in 2014. As a result of reduced investments
over the last several years, our natural gas assets have experienced natural declines. In 2014, we expect our gas
volumes to be consistent with the prior year. Combined, we expect our 2014 production from continuing operations to
range from 44 — 48 MMBOE, or about 16% higher than 2013 domestic volumes.

Approximately 89% of our expected 2014 domestic oil and gas production is hedged against future changes in
commodity prices. For a complete discussion of our hedging activities, a list of open contracts as of December 31,
2013 and the estimated fair value of those contracts as of that date, see Note 5, “Derivative Financial Instruments,” to
our consolidated financial statements.

Our Properties and Plans for 2014

Our strategic focus is on North American resource plays. Our domestic plays represent approximately 94% of our
proved reserves at year-end 2013.

Mid-Continent. Approximately 45% of our proved reserves are located in our Mid-Continent region. We have more
than a decade of experience developing the Woodford Shale. Our acreage includes more than 400,000 net acres in the
region, which includes positions in the dry gas Arkoma Basin Woodford and the liquids-rich Cana Woodford in the
Anadarko Basin. Our position in the Anadarko Basin was assembled over the last three years.

Anadarko Basin. We have about 225,000 net acres that are prospective for development in the Anadarko Basin. As
of February 2014, we had drilled approximately 75 wells in the Anadarko Basin, with wells yielding high volumes of
oil and natural gas liquids. For 2014, we have allocated approximately $700 million, or double our previous year's
investment, to drilling in our SCOOP (located in South Central Oklahoma) and STACK plays in the Anadarko Basin.
We are planning to operate eight rigs throughout the year. At year-end 2013, our production was approximately
25,000 BOEPD, consisting of 6,600 BOPD, 7,050 BOEPD of NGLs and 67 MMcf/d.

Arkoma Basin. We have significant dry gas production from the Arkoma Basin. The area represents approximately
20% of our total consolidated proved reserves. Our investment levels in this area have been significantly curtailed
over the last four years due to low natural gas prices. As of December 31, 2013, we had approximately 150,000 net
acres in the Arkoma Basin and our net production was approximately 21,700 BOEPD, consisting of 140 BOPD, 190
BOEPD of NGLs and 128 MMcf/d. Our production in this area is on natural decline. Substantially all of our acreage
in this region is held-by-production.

Granite Wash. We have approximately 45,000 net acres prospective for development in the Granite Wash, located in
the Anadarko Basin of northern Texas and western Oklahoma. Our largest producing field in the Granite Wash is
Stiles/Britt Ranch. At year-end 2013, our net production from the area was approximately 13,300 BOEPD, consisting
of 1,400 BOPD, 3,700 BOEPD of NGLs and 49 MMcf/d.

Rocky Mountains. We are actively assessing and developing more than 300,000 net acres in the Rocky Mountain
region. Our assets are primarily oil and characterized by long-lived production. Our 2014 efforts are focused primarily
in the Uinta and Williston basins.

Uinta Basin. About 26% of our proved reserves are located in the Uinta Basin. We have approximately 225,000 net
acres in the Uinta Basin, and our operations can be divided into two areas: the Greater Monument Butte Unit (GMBU)
waterflood and an area to the north and adjacent to the GMBU that we refer to as the Central Basin.

We entered the Uinta Basin through a 2004 acquisition of the Greater Monument Butte Unit, a large waterflood
field. Since that time, we have drilled approximately 1,700 wells in the unit and today have approximately 1,300

productive oil wells and approximately 1,100 water injection wells. The primary producing horizon in the unit is the

12
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Green River. Through an acquisition in 2011, we expanded our footprint in the area and today have more than
140,000 prospective net acres outside the GMBU. We have been exploring deeper geologic horizons on this acreage,
including the Uteland Butte and Wasatch formations.

We have allocated approximately $400 million to our Uinta Basin programs in 2014, of which nearly half is expected
to be allocated to the Central Basin. Our net production from the Uinta Basin at year-end 2013 was approximately
24,250 BOEPD, comprised of 19,200 BOPD, 950 BOEPD of NGLs and 25 MMcf/d. To date, we have drilled
approximately 80 wells in these plays and plan to drill approximately 15 wells to test the Uteland Butte and Wasatch
formations in 2014. Our 2014 production in the Uinta Basin is expected to increase about 5% over 2013 levels.

13
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Williston Basin. We have approximately 100,000 net acres in the Williston Basin, of which 41,000 acres are being
actively developed in the Bakken and Three Forks plays of North Dakota. Our activities today are largely
development focused and we are drilling multi-well pads with lateral lengths as long as 10,000 feet. Our net
production at year-end 2013 was approximately 13,600 BOEPD, comprised of 10,500 BOPD, 1,300 BOEPD of NGLs
and 11 MMcf/d. We have allocated approximately $330 million to our Williston Basin developments and plan to
operate four rigs throughout the year, which is consistent with our 2013 activity levels. We expect our production
from the Williston Basin to increase about 40% over 2013 levels.

Onshore Gulf Coast. We have approximately 160,000 net acres in the Maverick Basin, of which we believe
approximately 25,000 net acres are prospective for development. Our acreage is located primarily in the Maverick
Basin of Maverick, Dimmit and Zavala counties, Texas. To date, we have completed more than 100 wells in the basin.
We expect to operate one rig in the area in 2014 to drill about 20 wells. Our development is focused on pad drilling
with lateral lengths of at least 7,500 feet. Our planned capital investments for 2014 are approximately $170 million. At
year-end 2013, our net daily production in the Eagle Ford was approximately 11,800 BOEPD, consisting of 6,800
BOPD, 2,600 BOEPD of NGLs and 15 MMcf/d, and production is expected to grow 30% over 2013 levels.

Over the last several years, we have slowed our activities in many of our conventional natural gas plays and sold
certain non-strategic assets. The proceeds from these asset sales have been invested in our unconventional resource
plays. As of December 31, 2013, we owned an interest in approximately 109,000 net acres in conventional onshore
plays. At year-end 2013, our net production was approximately 6,800 BOEPD, consisting of 360 BOPD, 300 BOEPD
of NGLs and 37 MMcf/d, from our conventional onshore Texas assets. We expect our production in these
conventional plays to continue to experience natural declines in 2014 due to limited investment.

Reserves

At year-end 2013, we had proved reserves from continuing operations of 576 MMBOE, 8% higher than year-end
2012. Proved reserves at year-end 2013 associated with discontinued operations were 36 MMBOE, 4% higher than
year-end 2012. Highlights from our year-end 2013 proved reserves report include:

continuing operations (domestic) liquids reserves increased 26% over 2012 and represent 52% of domestic proved
reserves;

edomestic proved developed reserves increased 15% over 2012;

*56% of domestic reserves are proved developed;

edomestic reserves account for 94% of our total proved reserves; and

our domestic proved reserve life index is approximately 14 years (or approximately 13 years including reserves from
discontinued operations).

The table below summarizes our proved reserves by area at December 31, 2013.

Proved Percentage of
Reserves Proved Reserves
(In MMBOE)
Continuing operations:
Onshore Gulf Coast 51 8 %
Mid-Continent 275 45 %
Rocky Mountains 250 41 %
Total continuing operations 576 94 %
Discontinued operations:
International 36 6 %
Total 612 100 %

14
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Concentration

Reserves Concentration. The table below sets forth the concentration of our proved reserves attributable to our
largest fields. Our largest fields by volume, the Greater Monument Butte Unit, Arkoma Woodford Shale and SCOOP,
accounted for about 47% of the total net present value of our proved reserves at December 31, 2013.
Percentage of
Proved Reserves
10 largest fields 90%
3 largest fields 58%
Largest Fields. The table below sets forth the annual production volumes, average realized prices and related
production cost structure on a per unit-of-production basis for our largest fields (those whose reserves are greater than
15% of our total proved reserves), which are the GMBU, Arkoma Woodford Shale and SCOOP. For a discussion
regarding our total domestic and international annual production volumes, average realized prices, related cost
structure and information about delivery commitments, see Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” which disclosure is incorporated herein by reference.

Year Ended December 31,

2013 2012 2011
Production:
Crude oil and condensate (MBDIs)
Greater Monument Butte Unit 3,764 3,720 3,297
Arkoma Woodford Shale 65 130 107
SCOOP 1,323 379 181
Natural gas (Bcf)
Greater Monument Butte Unit 0.5 1.9 1.9
Arkoma Woodford Shale 51.7 63.2 69.4
SCOOP 16.8 5.1 2.5
NGLs (MBbls)
Greater Monument Butte Unit 152 133 118
Arkoma Woodford Shale 75 86 110
SCOOP 1,888 653 337
Average Realized Prices:
Crude oil and condensate (per Bbl)
Greater Monument Butte Unit $78.24 $77.58 $78.19
Arkoma Woodford Shale $93.71 $90.54 $88.80
SCOOP $93.75 $86.03 $87.47
Natural gas (per Mcf)
Greater Monument Butte Unit $4.74 $1.71 $3.15
Arkoma Woodford Shale $3.31 $2.35 $3.57
SCOOP $3.35 $2.33 $3.28
NGLs (per Bbl)
Greater Monument Butte Unit $52.26 $63.92 $73.90
Arkoma Woodford Shale $20.62 $27.64 $33.81
SCOOP $31.62 $25.16 $33.44
Average Production Cost:
Greater Monument Butte Unit (per BOE) $24.14 $16.48 $14.45
Arkoma Woodford Shale (per Mcfe) $2.10 $1.80 $1.58
SCOOP (per BOE) $4.38 $4.59 $5.28
7
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Estimated Reserves

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

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

Actual quantities of reserves recovered will most likely vary from the estimates set forth below. Reserves and cash

flow estimates rely on interpretations of data and require assumptions that may be inaccurate. For a discussion of these
interpretations and assumptions, see “Actual quantities of oil, gas and NGL reserves and future cash flows from those
reserves will most likely vary from our estimates” under Item 1A, “Risk Factors,” of this report. Our estimates of proved
reserves, proved developed reserves and proved undeveloped reserves and future net cash flows and discounted future
net cash flows from proved reserves at December 31, 2013, 2012 and 2011, as well as changes in proved reserves

during the last three years, are contained in “Supplementary Financial Information — Supplementary Oil and Gas
Disclosures” in Item 8 of this report.

The following table shows by country and in the aggregate a summary of our proved oil and gas reserves as of
December 31, 2013.

Oil and Natural

Condensate Gas NGLs Total

(MMBbls) (Bcf) (MMBDbls) (MMBOE)
Proved Developed Reserves:
Domestic 112 1,055 35 322
International:()
Malaysia® 11 — — 11
China 4 — — 4
Total International 15 — — 15
Total Proved Developed 127 1,055 35 337
Proved Undeveloped Reserves:
Domestic 122 593 33 254
International:()
Malaysia® — — — —
China 21 — — 21
Total International 21 — — 21
Total Proved Undeveloped 143 593 33 275
Total Proved Reserves 270 1,648 68 612
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(1)Classified as discontinued operations.
(2)Sold February 2014.
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Proved Reserves. Our year-end 2013 proved reserves of 612 MMBOE increased 8% compared to our proved
reserves at year-end 2012. Our reserves consisted of 282 MMBOE proved developed producing, 55 MMBOE proved
developed non-producing and 275 MMBOE proved undeveloped reserves. Our proved liquids reserves at year-end
2013 were 338 million barrels, compared to 274 million barrels at year-end 2012, an increase of 23%. During 2013,
oil and condensate reserves increased 33 million barrels and NGL reserves increased 31 million barrels. At year-end
2013, 80% of our proved liquids reserves were crude oil or condensate. At December 31, 2013, our proved natural gas
reserves were 1,648 Bcf which represented a decrease of 6% compared to 2012.

During 2013, we added 80 MMBOE through discoveries, extensions and other additions. Consistent with our
continued focus on domestic liquids, our 2013 additions were 98% domestic and 61% were liquids, which was 27
million barrels of oil and 22 million barrels of NGLs. Through infill drilling revisions, we added 75 MMBOE. At
December 31, 2013, the SEC pricing for natural gas was $3.67 per MMBtu, a 33% increase compared to the prior
year-end. As a result, we revised our total proved reserves upward by 10 MMBOE. However, consistent with our
domestic liquids focus we removed 294 Bcf of natural gas reserves because we do not expect to drill them within the
next five years. During 2013, we had a negative 24 MMBOE performance revision, 90% of the revision was in natural
gas and primarily associated with the Uinta Basin.

Proved Undeveloped Reserves. Our proved undeveloped reserves at December 31, 2013 were 275 MMBOE
compared to 268 MMBOE at December 31, 2012. Liquids comprised 64% of our total proved undeveloped reserves
as of December 31, 2013. During 2013, we invested approximately $0.7 billion of drilling, completion and
facilities-related capital to convert 32 MMBOE of our December 31, 2012 proved undeveloped reserves into proved
developed reserves. Additionally, we invested approximately $0.1 billion of facilities-related capital for the continued
development of our proved undeveloped reserves that were not fully converted to proved developed status as of
December 31, 2013. Through infill drilling revisions, we added 41 MMBOE. During 2013, we added 54 MMBOE of
new proved undeveloped reserves through discoveries, extensions and other additions, a 1 MMBOE net increase due
to sales and acquisitions, and negative revisions of 62 MMBOE primarily driven by increased focus on liquids
delaying the development of 49 MMBOE of gas reserves in the next five years.

Proved undeveloped reserve quantities are limited by the activity level of development drilling we expect to undertake
during the 2014-2018 five-year period. Of the 275 MMBOE of proved undeveloped reserves at December 31, 2013,
29 MMBOE is associated with the Greater Monument Butte waterflood and are currently planned to be developed
within the next five years, but exceed five years from the date of first booking. The waterflood requires the timely and
orderly drilling of production and injection wells, conversion of producing wells to injection wells and the injection of
certain amounts of water before all producing wells are drilled to optimize oil recovery and project economics. The
scope and scale of this project is such that if it were terminated, for whatever reason, a significant portion of
previously invested capital would be lost. For additional information regarding the changes in our proved reserves, see
our "Supplementary Oil and Gas Disclosures" under Item 8 of this report.

In the years 2011 through 2013, we developed 19%, 9% and 12%, respectively, of our prior year-end proved
undeveloped reserves. The development plans in our year-end reserve report reflect (i) the allocation of capital to
projects in the first year of activity based upon the initial budget for such year and (ii) in subsequent years, the capital
allocation in our five-year business plan, each of which generally is governed by our expectations for capital
investment in such time period. Changes in commodity pricing between the time of preparation of the reserve report
and actual investment, investment alternatives that may have been added to our portfolio of assets, changes in the
availability and costs of oilfield services, and other economic factors may lead to changes in our development plans.
As a result, the future rate at which we develop our proved undeveloped reserves may vary from historical
development rates.

Reserves Sensitivities
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To determine our year-end 2013 reserve estimates, we utilized SEC pricing for natural gas of $3.67 per MMBtu and
crude oil of $96.82 per barrel.

Using crude oil prices of $80 and $90 per barrel, the quantity of our domestic proved developed reserves decreases by
1% and 0% respectively, due to shortening of the economic life. Our proved undeveloped liquids reserves are
primarily in the Uinta Basin of Utah, the Williston Basin of North Dakota and the Anadarko Basin of Oklahoma. At
crude oil prices of $80 per barrel, and without a commensurate change in cost, our domestic proved undeveloped
reserves would decrease by approximately 9 MMBOE, and we would reduce our future capital investment by a total
of approximately $250 million during the next five years. As a result of the foregoing, at $80 per barrel our domestic
proved reserves would decrease by 2%.

Our planned capital activity focuses on liquids versus natural gas and is limited by the level of development drilling
we expect to undertake in the future. At natural gas prices below $3.00 per MMBtu, our domestic proved developed

reserves

9
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would decrease by 2% due to shortening the economic life. In line with our liquids focus, at the lower gas prices our
undeveloped reserves remain materially unchanged. At higher natural gas prices of $4.00 and $5.00 per MMBtu, and
without reconfiguring to optimize our development plan, the pre-tax present value of our proved reserves would
increase by $223 million and $902 million, respectively.

Under the terms of our production sharing contracts (PSC) in Malaysia and China, an increase or decrease in realized
oil prices would result in a decrease or increase, respectively, in our proved reserves. At higher oil prices, lesser
quantities of oil are required for cost recovery and at lower oil prices, greater quantities of oil are required for cost
recovery. Our share (the contractor’s share) of future production is impacted accordingly. The effect of higher or lower
oil prices may be partially offset by extending or shortening, respectively, the economic life of proved reserves.

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

2013 2012 2011

Gross Net Gross Net Gross Net
Exploratory wells:
Domestic:
Productive() 198 95.2 190 90.5 263 159.2
Nonproductive® 1 1.0 2 2.0 2 1.0
International: )
China:
Nonproductive 1 1.0 — — 1 1.0
Malaysia:
Productive® 2 1.1 — — 1 0.7
Nonproductive — — 2 0.9 — —
International Total:
Productive 2 1.1 — — 1 0.7
Nonproductive 1 1.0 2 0.9 1 1.0
Exploratory well total 202 98.3 194 93.4 267 161.9
Development wells:
Domestic:
Productive 276 217.1 214 170.9 253 199.6
International: )
China:
Productive 3 0.3 — — — —
Malaysia:
Productive 12 7.5 12 7.7 17 5.8
International Total:
Productive 15 7.8 12 7.7 17 5.8
Development well total 291 224.9 226 178.6 270 205.4
(I)Includes 170 gross (78.6 net) wells in 2013, 161 gross (64.2 net) wells in 2012 and 202 gross (121.6 net) wells in

2011 that are exploitation wells.

(2)The 2013 and 2011 wells are exploitation wells.
(3)Classified as discontinued operations.

(4)The 2013 wells are exploitation wells.

We were in the process of drilling 16 gross (13.1 net) development wells domestically at December 31, 2013.
Internationally, we were drilling 1 gross (0.4 net) exploitation well in Malaysia at December 31, 2013.
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Productive Wells

As of December 31, 2013, we had the following productive oil and gas wells, including 12 gross (5 net) oil wells with
multiple completions.

Company Outside Total
Operated Wells Operated Wells Productive Wells
Gross Net Gross Net Gross Net
Domestic:
Oil 2,513 2,044.1 836 70.0 3,349 2,114.1
Natural gas 1,523 1,218.9 1,313 203.6 2,836 1,422.5
International: (D)
Offshore China:
Oil — — 41 4.9 41 4.9
Offshore Malaysia:
Oil 44 27.6 21 10.5 65 38.1
Natural gas 3 1.9 3 1.5 6 34
Total International:
Oil 44 27.6 62 154 106 43.0
Natural gas 3 1.9 3 1.5 6 34
Total:
Oil 2,557 2,071.7 898 85.4 3,455 2,157.1
Natural gas 1,526 1,220.8 1,316 205.1 2,842 1,425.9
Total 4,083 3,292.5 2,214 290.5 6,297 3,583.0

(1)Classified as discontinued operations.

The day-to-day operations of oil and gas properties are the responsibility of an operator designated under pooling or
operating agreements or production sharing contracts. The operator supervises production, maintains production
records, employs or contracts for field personnel and performs other functions. Generally, an operator receives
reimbursement for direct expenses incurred in the performance of its duties as well as monthly per-well producing and
drilling overhead reimbursement at rates established by the various operating agreements or contracts. The charges
customarily vary with the depth and location of the well being operated.

Acreage Data

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

acreage at December 31, 2013, along with a summary by year of our undeveloped acreage scheduled to expire in the
next five years. In most cases, the drilling of a commercial well, or the filing and approval of a development plan or
suspension of operations will hold the acreage beyond the expiration date. Domestic ownership interests are onshore
and generally take the form of “working interests” in oil and gas leases that have varying terms. International ownership
interests, which are now classified as discontinued operations, are offshore and generally arise from participation in
PSCs.

11
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Total Acreage

Developed Acres Undeveloped Acres
Gross Net Gross Net
(In thousands)
Domestic:
Mid-Continent 601 325 259 189
Rocky Mountains 284 196 783 588
Onshore Gulf Coast 310 230 58 39
Total Domestic 1,195 751 1,100 816
International:
China 34 9 — —
Malaysia 202 104 3,399 1,234
Total International 236 113 3,399 1,234
Total 1,431 864 4,499 2,050
Expiring Acreage
Undeveloped Acres Expiring
2014 2015 2016 2017 2018
Gross  Net Gross  Net Gross  Net Gross  Net Gross  Net
(In thousands)
Domestic:
Mid-Continent 58 22 47 32 63 48 6 5 — —
Rocky Mountains 44 23 325 276 81 41 70 66 6 6
Onshore Gulf Coast 20 13 15 14 1 — 1 1 — —
Total Domestic 122 58 387 322 145 89 77 72 6 6
International:

Offshore Malaysia 1,586 593 1,813 641 — — — — — —
Total International 1,586 593 1,813 641 — — — —
Total 1,708 651 2,200 963 145 89 77 72

At December 31, 2013, we owned fee mineral interests in 441,827 gross (85,605 net) acres. These interests do not
expire.

Title to Properties

We believe that we have satisfactory title to our producing properties in accordance with generally accepted industry
standards. Individual properties may be subject to burdens such as royalty, overriding royalty, carried, net profits,
working and other outstanding interests customary in the industry. In addition, interests may be subject to obligations
or duties under applicable laws or burdens such as production payments, ordinary course liens incidental to operating
agreements and for current taxes, development obligations under oil and gas leases or capital commitments under
PSCs or exploration licenses. As is customary in the industry in the case of undeveloped properties, often limited
investigation of record title is made at the time of acquisition. Investigations are made prior to the consummation of an
acquisition of producing properties and before commencement of drilling operations on undeveloped properties.

Marketing
Substantially all of our oil, gas and NGLs are sold at market-based prices to a variety of purchasers, primarily under
short-term contracts (less than 12 months). We also have long-term contracts in the Uinta Basin at market-based

prices. For a list of purchasers of our production that accounted for 10% or more of our total revenues for the three
preceding calendar years, please see Note 1, “Organization and Summary of Significant Accounting Policies — Major
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Customers,” to our consolidated financial statements in Item 8 of this report, which information is incorporated herein
by reference. We believe that the loss of any of these purchasers would not have a material adverse effect on us
because alternative purchasers are readily available with the exception of purchasers of our Uinta Basin oil
production.

12
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Due to the paraffin content of our Uinta Basin production, there is limited access to refining capacity outside of the
Salt Lake City area at this time. In late 2011 and early 2012, we signed two separate long-term agreements (7 and 10
years, respectively) for a combined 38,000 BOPD of refining capacity in the Salt Lake City, Utah area. These
agreements are expected to add approximately 20,000 BOPD of “new” refinery capacity in the region. Specifically, in
December 2011, we executed a crude oil supply agreement with Tesoro Corporation to provide 18,000 BOPD of
supply capacity at Tesoro’s refinery in Salt Lake City, Utah. This agreement, which spans a seven-year period,
commenced in mid-2013 and increases to 18,000 BOPD over the next year. In addition, in January 2012, we executed
a crude oil supply agreement with HollyFrontier Corporation to provide approximately 20,000 BOPD of supply
capacity at HollyFrontier’s Woods Cross, Utah refinery. This agreement spans a 10-year period, with limited
commitments expected to commence upon the refiner completing the expansion of their facility, which is expected in
late 2015, and increases to 20,000 BOPD during the following year. We continue to seek additional capacity to
accommodate our growth plans for the Uinta Basin, including the use of rail and pipelines to access new markets
outside of the Salt Lake City area. Please see the discussion under “There is limited transportation and refining capacity
for our black and yellow wax crude oil, which may limit our ability to sell our current production or to increase our
production in the Uinta Basin” in Item 1A of this report.

Competition

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

Segment Information

Our continuing operations are comprised of a single business segment, the domestic exploration, development and
production of oil and natural gas. Prior to classifying our international businesses as held-for-sale and discontinued
operations, we reported business segments for Malaysia and China.

Employees

As of February 24, 2014, we had 1,548 employees. All but 68 of our employees were located in the United States.
None of our employees are covered by a collective bargaining agreement. We believe that relationships with our
employees are satisfactory.

Regulation

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

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

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

acquisition of seismic

data;
docation of wells;
size of drilling and spacing units or proration units;
number of wells that may be drilled in a unit;
unitization or pooling of oil and gas properties;
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drilling and casing of wells;

tssuance of permits in connection with exploration, drilling and production;

well production;

spill prevention plans;

protection of private and public surface and ground water supplies;

emissions reporting, permitting or limitations;

protection of endangered species and habitat;

occupational safety and health;

use, transportation, storage and disposal of fluids and materials incidental to oil and gas operations;
surface usage and the restoration of properties upon which wells have been drilled;
calculation and disbursement of royalty payments and production taxes;

plugging and abandoning of wells;

¢ransportation of production; and

export of natural gas.

Federal Regulation of Drilling and Production. Many of our domestic oil and gas leases are granted by the federal
government and administered by the BSEE, ONRR or the BLM, all federal agencies. BLM leases contain relatively
standardized terms and require compliance with detailed BLM, BSEE and ONRR regulations. Many onshore leases
contain stipulations limiting activities that may be conducted on the lease. Some stipulations are unique to particular
geographic areas and may limit the time during which activities on the lease may be conducted, the manner in which
certain activities may be conducted or, in some cases, may ban surface activity. Under certain circumstances, the BLM
or the BSEE, as applicable, may require that our operations on federal leases be suspended or terminated. Any such
suspension or termination could materially and adversely affect our financial condition, cash flows and results of
operations.

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

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

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

the generation, storage, transportation and disposal of waste materials;

the emission of certain gases or materials into the atmosphere;

.the monitoring, abandonment, reclamation and remediation of wells and other sites, including sites of former
operations;
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various environmental reporting and permitting requirements;
the development of emergency response and spill contingency plans; and
protection of private and public surface and ground water supplies.

We consider the costs of environmental regulatory compliance and protection and safety and health compliance
necessary and manageable parts of our business. We have been able to plan for and comply with environmental
regulations without materially altering our operating strategy or incurring significant unreimbursed expenditures.
However, based on regulatory trends and increased stringency, our capital expenditures and operating expenses related
to the protection of the environment and safety and health compliance have increased over the years and will likely
continue to increase. We cannot predict with any reasonable degree of certainty our future exposure concerning such
matters and the cost of compliance could be significant. Failure to comply with these laws and regulations may result
in the assessment of administrative, civil and criminal penalties, the imposition of remedial and damage payment
obligations, or the issuance of injunctive relief (including orders to cease operations). Both onshore and offshore
drilling in certain areas has been opposed by environmental groups and, in certain areas, has been restricted or banned
by governmental authorities. Moreover, some environmental laws and regulations may impose strict liability
regardless of fault or knowledge, which could subject us to liability for conduct that was lawful at the time it occurred
or conduct or conditions caused by prior operators or third parties. To the extent future laws or regulations are
implemented or other governmental action is taken that prohibits, restricts or materially increases the costs of onshore
or offshore drilling, or imposes environmental protection requirements that result in increased costs to the oil and gas
industry in general, our business and financial results could be adversely affected.

Discharges to waters of the U.S. are further regulated and limited under the federal Clean Water Act, or CWA, and
analogous state and tribal laws. The CWA prohibits any discharge of pollutants into waters of the United States except
in compliance with permits issued by federal and state governmental agencies. Failure to comply with the CWA,
including discharge limits set by permits issued pursuant to the CWA, may also result in administrative, civil or
criminal enforcement actions. The CWA also requires the preparation of oil spill response plans and spill prevention,
control and countermeasure or “SPCC” plans. We have such plans in place and have made changes as necessary due to
changes by the U.S. Environmental Protection Agency, also known as the “EPA,” that became effective in November
2009.

The National Environmental Policy Act, or NEPA, requires federal agencies, including the Department of Interior, to
evaluate major agency actions having the potential to significantly impact the environment. This regulation can lead to
additional costs and delays in permitting for operators as the BLM may need to prepare additional Environmental
Assessments and more detailed Environmental Impact Statements, which would be available for public review and
comment.

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

The Resource Conservation and Recovery Act, or RCRA, generally regulates the disposal of solid and hazardous
wastes and imposes certain environmental cleanup obligations. Although RCRA specifically excludes from the
definition of hazardous waste “drilling fluids, produced waters and other wastes associated with the exploration,
development or production of crude oil, natural gas or geothermal energy,” the EPA and state agencies may regulate
these wastes as solid wastes. Moreover, ordinary industrial wastes, such as paint wastes, waste solvents, laboratory
wastes and waste oils, may be regulated as hazardous waste.
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The Comprehensive Environmental Response, Compensation, and Liability Act, also known as CERCLA or the
“Superfund” law, and comparable state laws impose liability, without regard to fault or the legality of the original
conduct, on persons that are considered to have contributed to the release of a “hazardous substance” into the
environment. Such “responsible parties” may be subject to joint and several liability under the Superfund law for the
costs of cleaning up the hazardous substances that have been released into the environment and for damages to natural
resources, and it is not uncommon for neighboring landowners and other third parties to file claims for personal injury
and property damage allegedly caused by the hazardous substances released into the environment. We currently own
or lease onshore properties that have been used for the exploration and production of oil and gas for a number of
years. Many of these onshore properties have been operated by third parties whose treatment and disposal or release of
hydrocarbons or other wastes was not under our control. These properties and any wastes that may have been disposed
or released on them may be subject to the Superfund law, RCRA
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and analogous state laws and common law obligations, and we potentially could be required to investigate and
remediate such properties, including soil or groundwater contamination by prior owners or operators, or to perform
remedial plugging or pit closure operations to prevent future contamination.

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

The Occupational Safety and Health Act, or OSHA, and comparable state statutes regulate the protection of the health
and safety of workers. The OSHA hazard communication standard requires maintenance of information about
hazardous materials used or produced in operations and provision of such information to employees. Other OSHA
standards regulate specific worker safety aspects of our operations. Failure to comply with OSHA requirements can
lead to the imposition of penalties.

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

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

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

In June 2013, President Obama released a Climate Action Plan which sets forth a series of executive actions the
current administration intends to undertake to address climate change. The Climate Action Plan includes a two-part
directive that the EPA promulgate rules to regulate GHG emissions from new and existing fossil fuel power plants on
a defined schedule and consider employing market-based mechanisms. Specifically, the President issued a Presidential
Memorandum directing the EPA to propose and timely finalize carbon emission standards for certain new fossil fuel
power plants under Section 111(b) of the CAA, and to propose carbon emission “standards, regulations or guidelines”
for existing fossil fuel power plants under Section 111(d) of the CAA by June 1, 2014.

Several other federal agencies and state governments are considering or have already implemented rules to regulate,

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

In addition, federal, state, tribal and local agencies are considering or have already implemented regulations related to
hydraulic fracturing. Hydraulic fracturing involves using water, sand, and certain chemicals pumped at high pressure
to fracture the hydrocarbon-bearing rock formation to allow flow of hydrocarbons into the wellbore. The
hydraulic-fracturing process is typically regulated by state oil and natural gas agencies, although the EPA and other
federal regulatory agencies have taken steps to impose federal regulatory requirements. Certain states in which we
operate or own interests, such as Colorado, Texas and Wyoming have adopted, and other states are considering
adopting, regulations that could impose more stringent permitting, public disclosure, and well construction
requirements on hydraulic-fracturing operations or otherwise seek to ban fracturing activities altogether. For example,
Texas adopted a law in June 2011 requiring disclosure to the Railroad Commission of Texas
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(RCT) and the public of certain information regarding the components used in the hydraulic-fracturing process, and
the RCT adopted rules regarding the same in December 2011. We currently voluntarily disclose all chemicals used in
our hydraulic fracturing through FracFocus (http://fracfocus.org), the national hydraulic fracturing chemical registry
managed by the Ground Water Protection Council and Interstate Oil and Gas Compact Commission, two
organizations whose missions both revolve around conservation and environmental protection. Nevertheless, the EPA
is considering a citizen petition to adopt federal standards for the disclosure of hydraulic fracturing fluids under the
Toxic Substances Control Act.

Federal Regulation of Sales and Transportation of Natural Gas. Our sales of natural gas are affected directly or
indirectly by the availability, terms and cost of natural gas transportation. The prices and terms for access to pipeline
transportation of natural gas are subject to extensive federal and state regulation. The transportation and sale for resale
of natural gas in interstate commerce is regulated primarily under the Natural Gas Act, or NGA, and by regulations
and orders promulgated under the NGA by the FERC. In certain limited circumstances, intrastate transportation and
wholesale sales of natural gas may also be affected directly or indirectly by laws enacted by Congress and by FERC
regulations.

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

Our sales of natural gas and oil are also subject to market manipulation and anti-disruptive requirements under the
Commodity Exchange Act, or CEA, as amended by the Dodd-Frank Financial Reform Act, and regulations
promulgated thereunder by the Commodity Futures Trading Commission, or CFTC. CFTC prohibits any person from
manipulating or attempting to manipulate the price of any commodity in interstate commerce or futures on such
commodity. The CEA also prohibits knowingly delivering or causing to be delivered false or misleading or knowingly
inaccurate reports concerning market information or conditions that affect or tend to affect the price of a commodity.

The current statutory and regulatory framework governing interstate natural gas transactions is subject to change in
the future, and the nature of such changes is impossible to predict. Additional proposals and proceedings that might
affect the natural gas industry are pending before Congress, the EPA, the FERC, the CFTC and the courts. The natural
gas industry historically has been very heavily regulated. In the past, the federal government regulated the prices at
which natural gas could be sold. Congress removed all price and non-price controls affecting wellhead sales of natural
gas effective January 1, 1993. There is always some risk, however, that Congress may reenact price controls in the
future. Changes in law and to FERC policies and regulations may adversely affect the availability and reliability of
firm and/or interruptible transportation service on interstate pipelines, and we cannot predict what future action the
FERC will take. Therefore, there is no assurance that the current regulatory approach recently pursued by the FERC
and Congress will continue. We do not believe, however, that any regulatory changes will affect us in a way that
materially differs from the way they will affect other natural gas producers, gatherers and marketers with which we
compete.
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Federal Regulation of Sales and Transportation of Crude Oil. Our sales of crude oil and condensate are currently not
regulated. In a number of instances, however, the ability to transport and sell such products is dependent on pipelines
whose rates, terms and conditions of service are subject to FERC jurisdiction under the Interstate Commerce Act.
Certain regulations implemented by the FERC in recent years could result in an increase in the cost of transportation
service on certain petroleum products pipelines. However, we do not believe that these regulations affect us any
differently than other crude oil and condensate producers.

International Regulations. Our exploration and production operations outside the United States are subject to various
types of regulations similar to those described above. These regulations are imposed by the respective governments of
the countries in which we operate and may affect our operations and costs within that country. We currently have
offshore oil operations in China. Our China business is being held for sale and considered a "discontinued operation."
In early February 2014, we closed the sale of our Malaysian business for approximately $898 million.
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Financial Information

Financial information regarding the geographic areas in which we operate is incorporated herein by reference to Part

IL, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and Item 8,
“Financial Statements and Supplementary Data.” Risks associated with our international operations are discussed under
Item 1A, "Risk Factors," which information is incorporated herein by reference.

Commonly Used Oil and Gas Terms

Below are explanations of some commonly used terms in the oil and gas business and in this report.

Barrel or Bbl.  One stock tank barrel or 42 U.S. gallons liquid volume.

Basis risk.  The risk associated with the sales point price for oil or gas production varying from the reference (or
settlement) price for a particular hedging transaction.

Bcef. Billion cubic feet.

Bcfe. Billion cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one barrel of crude oil or
condensate.

BLM. The Bureau of Land Management of the United States Department of the Interior.

BOE. One barrel of oil equivalent determined using the ratio of six Mcf of natural gas to one barrel of crude oil or
condensate or 42 gallons for NGLs.

BOEPD. Barrels of oil equivalent per day.
BOPD. Barrels of oil per day.
BSEE. Bureau of Safety and Environmental Enforcement.

Btu. British thermal unit, which is the heat required to raise the temperature of a one-pound mass of water from 58.5
to 59.5 degrees Fahrenheit.

Completion. The installation of permanent equipment for the production of oil or natural gas.
Deepwater. Generally considered to be water depths in excess of 1,000 feet.

Developed acres. The number of acres that are allocated or assignable to producing wells or wells capable of
production.

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

Exploitation well. An exploration well drilled to find and produce probable reserves. Most of the exploitation wells
we drill are located in the Mid-Continent or the Monument Butte field. Exploitation wells in those areas have less risk
and less reserve potential and typically may be drilled at a lower cost than other exploration wells. For internal
reporting and budgeting purposes, we combine exploitation and development activities.
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Exploration well. An exploration well is a well drilled to find a new field or new reservoir. Generally, an exploratory
well is any well that is not a development well, an extension well, a service well or a stratigraphic test well. For
internal reporting and budgeting purposes, we exclude exploitation activities from exploration activities.

FERC. The Federal Energy Regulatory Commission.

Field. 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.
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FPSO. A floating production, storage and off-loading vessel commonly used overseas to produce oil from locations
where pipeline infrastructure is not available.

Gross acres or gross wells. The total acres or wells in which we own a working interest.

Infill drilling or infill well. A well drilled between known producing wells to improve oil and gas reserve recovery
efficiency.

Liquids. Crude oil and NGLs.

Liquids-rich. Formations that contain crude oil or NGLs instead of, or as well as, natural gas.
MBbls. One thousand barrels of crude oil or other liquid hydrocarbons.

MBOE. One thousand barrels of oil equivalent.

Mcf. One thousand cubic feet of natural gas.

Mcf/d. One thousand cubic feet of natural gas produced per day.

Mcfe. One thousand cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one barrel of crude
oil or condensate.

MMBbls. One million barrels of crude oil or other liquid hydrocarbons.

MMBOE. One million barrels of oil equivalent, which includes crude oil and condensate, NGLs and natural gas. 1
MMBOE equals 6 Bcf.

MMBtu. One million Btus.
MMcf. One million cubic feet of natural gas.

MMcfe. One million cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one barrel of
crude oil or condensate.

MMMBtu. One billion Btus.

Net acres or net wells. The sum of the fractional working interests we own in gross acres or gross wells.
NGL. Natural gas liquid. Hydrocarbons which can be extracted from wet natural gas and become liquid under
various combinations of increasing pressure and lower temperature. NGLs consist primarily of ethane, propane,
butane and natural gasolines.

NYMEX. The New York Mercantile Exchange.

NYMEX Henry Hub. Henry Hub is the major exchange for pricing natural gas futures on the New York Mercantile
Exchange. It is frequently referred to as the Henry Hub Index.

ONRR. Office of Natural Resources Revenue.
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Probable reserves. Those additional reserves that are less certain to be recovered than proved reserves but which,
together with proved reserves, are as likely as not to be recovered. The SEC provides a complete definition of
probable reserves in Rule 4-10(a)(18) of Regulation S-X.

Productive well. A well that is found to be capable of producing hydrocarbons in sufficient quantities such that
proceeds from the sale of such production exceed production expenses and taxes.
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Proved developed reserves. In general, proved reserves that can be expected to be recovered from existing wells
with existing equipment and operating methods. The SEC provides a complete definition of developed oil and gas
reserves in Rule 4-10(a)(6) of Regulation S-X.

Proved reserves. 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.

Proved undeveloped reserves. In general, 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. The SEC
provides a complete definition of undeveloped oil and gas reserves in Rule 4-10(a)(31) of Regulation S-X.

Reserve life index. This index is calculated by dividing total proved reserves on an equivalent basis at year-end by
annual production to estimate the number of years of remaining production.

Tcfe. One trillion cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one barrel of crude
oil or condensate.

SEC pricing. The unweighted average first-day-of-the-month commodity price for crude oil (WTI) or natural gas
(NYMEX) for the prior 12 months, adjusted for market differentials. The SEC provides a complete definition of prices
in “Modernization of Oil and Gas Reporting” (Final Rule).

Unconventional resource plays. Plays targeting tight sand, coal bed or shale reservoirs. The reservoirs tend to cover
large areas and lack the readily apparent traps, seals and discrete hydrocarbon-water boundaries that typically define
conventional reservoirs. These reservoirs generally require horizontal drilling and stimulation treatments or other
special recovery processes in order to produce economically.

Undeveloped acreage. Lease acreage on which wells have not been drilled or completed to a point that would permit
the production of commercial quantities of oil and gas regardless of whether such acreage contains proved reserves.

Working interest. The operating interest that gives the owner the right to drill, produce and conduct operating
activities on the property and a share of production and requires the owner to pay a share of the costs of drilling and
production operations.

WTI. West Texas Intermediate, a grade of crude oil.
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Item 1A. Risk Factors

There are many factors that may affect Newfield’s business and results of operations. Described below are certain risks
that we believe are applicable to our business and the oil and gas industry in which we operate. You should carefully
consider, in addition to the other information contained in this report, the risks described below.

Oil, gas and NGL prices fluctuate widely, and lower prices for an extended period of time are likely to have a material
adverse impact on our business. Our revenues, profitability and future growth, as well as liquidity and ability to
access additional sources of capital, depend substantially on prevailing prices for oil, gas and NGLs. Lower prices

may reduce the amount of oil, gas and NGLs that we can economically produce. Oil, gas and NGL prices also affect

the amount of cash flow available for capital expenditures and our ability to borrow and raise additional capital.

The markets for oil, gas and NGLs have historically been, and will likely remain, volatile. The market prices for crude
oil, natural gas and NGLs depend on factors beyond our control. Among the factors that can cause fluctuations are:

*the domestic and foreign supply of oil, natural gas and NGLs;

sthe price and availability of, and demand for, alternative fuels;

sweather conditions and climate change;

echanges in supply and demand;

eworld-wide economic conditions;

eworld-wide conservation measures;

stechnological advances affecting energy consumption;

sthe price of foreign imports;

sthe availability, proximity and capacity of transportation and processing facilities;
othe level and effect of trading in commodity futures markets, including commodity price speculators and others;
epolitical conditions in oil and gas producing regions;

othe actions taken by foreign oil and gas producing nations;

othe actions taken by the Organization of Petroleum Exporting Countries; and

the nature and extent of domestic and foreign governmental regulations and taxation, including environmental
regulation.

Significant declines in crude oil, natural gas and NGL prices for an extended period may have the following effects on
our business:

elimiting our access to sources of capital, such as equity and long-term debt;
ecausing us to delay or postpone capital projects;
sreducing reserves and the amount of products we can economically produce;
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ereducing revenues, income and cash flows; or
sreducing the carrying value of our assets.

We have substantial capital requirements to fund our business plans that we expect to be greater than cash flows from
operations. Limited liquidity would likely negatively impact our ability to execute our business plan. We anticipate
that our 2014 capital investment levels will exceed our estimate of cash flows from operations. We expect to use
available capacity
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under our credit arrangements and sell non-strategic assets to fund the shortfall. Our ability to generate operating cash
flows is subject to many risks and variables, such as the level of production from existing wells, prices of natural gas
and oil, our success in developing and producing new reserves and the other risk factors discussed herein. Actual
levels of capital expenditures may vary significantly due to many factors including drilling results, commodity prices,
industry conditions, the prices and availability of goods and services and the extent to which properties are acquired.
In addition, in the past, we often have increased our capital budget during the year as a result of acquisitions or
successful drilling. We may have to reduce capital expenditures, and our ability to execute our business plans could be
adversely affected, if:

*we are unable to access the capital markets at a time when we would like, or need, to raise capital;

eone or more of the lenders under our existing credit arrangements fails to honor its contractual obligation to lend to us;
*the amount that we are allowed to borrow under our existing credit facility is reduced; or

eour customers or working interest owners default on their obligations to us.

Actual quantities of oil, gas and NGL reserves and future cash flows from those reserves will most likely vary from
our estimates. Estimating accumulations of oil, gas and NGLs is complex. The process relies on interpretations of
available geologic, geophysical, engineering and production data. The extent, quality and reliability of this data can
vary. The process also requires a number of economic assumptions, such as oil, gas and NGL prices, drilling and
operating expenses, capital expenditures, the effect of government regulation, taxes and availability of funds. The
accuracy of a reserve estimate is a function of:

the quality and quantity of available data;

sthe interpretation of that data;

ethe accuracy of various mandated economic assumptions; and
the judgment of the persons preparing the estimate.

The proved reserve information set forth in this report is based on our prepared estimates. Estimates prepared by
others might differ materially from our estimates.

Actual quantities of oil, gas and NGL reserves, future production, oil, gas and NGL prices, revenues, taxes,
development expenditures and operating expenses will most likely vary from our estimates. In addition, the
methodologies and evaluation techniques that we use, which include the use of multiple technologies, data sources
and interpretation methods, may be different than those used by our competitors. Further, reserve estimates are subject
to the evaluator’s criteria and judgment and show important variability, particularly in the early stages of development.
Any significant variance could materially affect the quantities and net present value of our reserves. In addition, we
may adjust estimates of reserves to reflect production history, results of exploration and development activities and
prevailing oil, gas and NGL prices. Our reserves also may be susceptible to drainage by operators on adjacent
properties.

You should not assume that the present value of future net cash flows is the current market value of our proved
reserves. In accordance with SEC requirements, we base the estimated discounted future net cash flows from proved
reserves on SEC 12-month pricing, adjusted for market differentials and costs in effect at year-end discounted at 10%.
Actual future prices and costs may be materially higher or lower than the prices and costs we used. In addition, actual
production rates for future periods may vary significantly from the rates assumed in the calculation.

To maintain and grow our production and cash flows, we must continue to develop existing reserves and locate or
acquire new reserves. Through our drilling programs and the acquisition of properties, we strive to maintain and
grow our production and cash flows. However, as we produce from our properties, our reserves decline. Future natural
gas and oil production is, therefore, highly dependent on our success in efficiently finding, developing or acquiring
additional reserves that are economically recoverable. We may be unable to find, develop or acquire additional
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reserves or production at an acceptable cost, if at all. In addition, these activities require substantial capital
expenditures.

Lower oil and gas prices and other factors have resulted in ceiling test writedowns in the past and may in the future
result in additional ceiling test writedowns or other impairments. We capitalize the costs to acquire, find and
develop our oil and gas properties under the full cost accounting method. The net capitalized costs of our oil and gas
properties may not exceed the present value of estimated future net revenues from proved reserves, discounted at 10%,
plus the lower of cost or fair value
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of unproved properties. If net capitalized costs of our oil and gas properties exceed this limit, we must charge the
amount of the excess to earnings. This is called a “ceiling test writedown.” We evaluate the ceiling test quarterly and
recorded a ceiling test writedown of approximately $1.5 billion ($948 million after-tax) at December 31, 2012. We did
not have a ceiling test writedown in 2013. Although a ceiling test writedown does not impact cash flows from
operations, it does reduce our stockholders’ equity and could negatively impact certain debt covenants. Once recorded,
a ceiling test writedown is not reversible at a later date even if oil and gas prices increase.

We may experience further ceiling test writedowns or other impairments in the future. The risk that we will be
required to further writedown the carrying value of our oil and gas properties increases when oil and gas prices are
low or volatile. In addition, writedowns may occur if we experience substantial downward adjustments to our
estimated proved reserves or our unproved property values, or if estimated future development costs increase. Any
future ceiling test cushion would be subject to fluctuation as a result of acquisition or divestiture activity.

Drilling is a high-risk activity. In addition to the numerous operating risks described in more detail below, the
drilling of wells involves the risk that no commercially productive oil or gas reservoirs will be encountered. In
addition, we are often uncertain of the future cost or timing of drilling, completing and producing wells. Furthermore,
our drilling operations may be curtailed, delayed or canceled as a result of a variety of factors, including:

ecosts of, or shortages or delays in the availability of, drilling rigs, equipment and materials;
eadverse weather conditions and changes in weather patterns;

eunexpected drilling conditions;

epressure or irregularities in formations;

*embedded oilfield drilling and service tools;

sequipment failures or accidents;

eJack of necessary services or qualified personnel;

eavailability and timely issuance of required governmental permits and licenses;

availability, costs and terms of contractual arrangements, such as leases, pipelines and related facilities to gather,
process and compress, transport and market natural gas, crude oil and related commodities; and
ecompliance with, or changes in, environmental, tax and other laws and regulations.

The oil and gas business involves many operating risks that can cause substantial losses. Our oil and gas exploration
and production activities are subject to all of the operating risks associated with drilling for and producing oil and gas,
including the risk of:

ofires and explosions;

eblow-outs;

suncontrollable or unknown flows of oil, gas or well fluids;
*formations with abnormal pressures;

epipe or cement failures and casing collapses;

epipeline ruptures;

eadverse weather conditions or natural disasters;
edischarges of toxic gases;

ebuildup of naturally occurring radioactive materials;
evandalism; and
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eenvironmental damages caused by previous owners of property we purchase and lease.
If any of these events occur, we could incur substantial losses as a result of:

*injury or loss of life;

esevere damage or destruction of property and equipment, and oil and gas reservoirs;
epollution and other environmental damage;

einvestigatory and clean-up responsibilities;

eregulatory investigation and penalties or lawsuits;

elimitation on or suspension of our operations; and

erepairs to resume operations.

Further, offshore and deepwater operations are subject to a variety of additional operating risks, such as capsizing,
collisions and damage or loss from typhoon or other adverse weather conditions. These conditions could cause
substantial damage to facilities and interrupt production. Our international operations are dependent upon the
availability, proximity and capacity of pipelines, natural gas gathering systems and processing facilities that we do not
own. Necessary infrastructures have been in the past, and may be in the future, temporarily unavailable due to adverse
weather conditions or other reasons, or they may not be available to us in the future on acceptable terms or at all.

Failure or loss of equipment, as the result of equipment malfunctions, cyber-attacks or natural disasters, could result in
property damages, personal injury, environmental pollution and other damages for which we could be liable.
Catastrophic occurrences giving rise to litigation, such as a well blowout, explosion or fire at a location where our
equipment and services are used, may result in substantial claims for damages. Ineffective containment of a drilling
well blowout or pipeline rupture could result in extensive environmental pollution and substantial remediation
expenses. If our production is interrupted significantly, our efforts at containment are ineffective or litigation arises as
the result of a catastrophic occurrence, our cash flows, and in turn, our results of operations, could be materially and
adversely affected.

In connection with our operations, we generally require our contractors, which include the contractor, its parent,
subsidiaries and affiliate companies, its subcontractors, their agents, employees, directors and officers, to agree to
indemnify us for injuries and deaths of their employees, contractors and subcontractors and any property damage
suffered by the contractors. There may be times, however, that we are required to indemnify our contractors for
injuries and other losses resulting from the events described above, which indemnification claims could result in
substantial losses to us.

While we maintain insurance against some potential losses or liabilities arising from our operations, our insurance
does not protect us against all operational risks. The occurrence of any of the foregoing events and any costs or
liabilities incurred as a result of such events, if uninsured or in excess of our insurance coverage or not indemnified,
could reduce revenue and the funds available to us for our exploration, exploitation, development and production
activities and could, in turn, have a material adverse effect on our business, financial condition and results of
operations. See also “— We may not be insured against all of the operating risks to which our business is exposed.”

We are subject to complex laws and regulatory actions that can affect the cost, manner, feasibility or timing of doing
business. Existing and potential regulatory actions could increase our costs and reduce our liquidity, delay our
operations or otherwise alter the way we conduct our business. Exploration and development and the production and
sale of oil, gas and NGLs are subject to extensive federal, state, provincial, tribal, local and international regulation.
We may be required to make large expenditures to comply with environmental and other governmental regulations.
Matters subject to regulation include the following, in addition to the other matters discussed under the caption
“Regulation” in Items 1 and 2 of this report:

*the amounts and types of substances and materials that may be released into the environment;
eresponse to unexpected releases into the environment;
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ereports and permits concerning exploration, drilling, production and other operations;
the placement and spacing of wells;

24

47



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

eunitization and pooling of properties;
ecalculating royalties on oil and gas produced under federal and state leases; and
staxation.

Under these laws, we could be liable for personal injuries, property damage, oil spills, discharge of hazardous
materials, remediation and clean-up costs, natural resource risk mitigation, damages and other environmental
damages. We also could be required to install expensive pollution control measures, engage in environmental risk
management and hedging activities or limit or cease activities on lands located within wilderness, wetlands or other
environmentally or politically sensitive areas. In addition, failure to comply with applicable laws also may result in the
suspension or termination of our operations and subject us to administrative, civil and criminal penalties as well as the
imposition of corrective action orders. Any such liabilities, penalties, suspensions, terminations or regulatory changes
could have a material adverse effect on our financial condition, results of operations or cash flows.

Further, changes to existing environmental regulations or the adoption of new regulations may unfavorably impact us,
the oil and gas industry generally, our suppliers or our customers. For example, governments around the world have
become increasingly focused on regulating greenhouse gas (GHG) emissions and addressing the impacts of climate
change in some manner. In the absence of dedicated federal legislation on climate change mitigation or adaptation, the
EPA has promulgated several rulemakings to regulate, measure or monitor GHG emissions under the existing
provisions of the Clean Air Act, or CAA. The EPA has adopted rules requiring the reporting of GHG emissions from
specified large GHG emission sources in the United States on an annual basis, as well as from certain onshore oil and
natural gas production, processing, transmission, storage and distribution facilities on an annual basis. The new
regulations could impact certain facilities in which we have interests (legal, equitable, operated or non-operated) by
increasing regulatory risks and reporting requirements.

In December 2009, the EPA issued an “endangerment finding” under the CAA concluding that the current and projected
concentrations of GHGs in the atmosphere from motor vehicles threaten the public health and welfare of current and
future generations. The finding, once made, required the EPA to begin regulating GHG emissions from new cars and
light trucks under the CAA. Indirectly, the EPA argued that it also triggered an EPA obligation to regulate GHG
emissions under existing relevant air permitting programs for large stationary sources. On January 2, 2011, the EPA
initiated Prevention of Significant Deterioration (PSD) permitting requirements for carbon dioxide and other GHGs
from large and modified stationary sources. Permits limiting GHGs have been issued for a variety of new or modified
facilities under the Clean Air Act PSD program. GHG emissions also trigger Title V operating permit requirements
for new and existing sources that exceed certain established emission thresholds. The PSD permitting requirement is
triggered when a new or modified facility emits specified levels of GHGs (e.g., 75,000-100,000 tons per

year). Emission levels in excess of these thresholds can then trigger preconstruction permit requirements and
application of best available control technology (BACT) as determined on a source-by-source basis. In most cases,
based on cost, the BACT compliance option selected for GHGs is increased energy efficiency.

If the U.S. Congress adopts market-based tax, energy or other mechanisms to regulate the carbon intensity of natural
resources, or promote or require the reduction of GHG emissions from certain industrial sectors, such legislation,
depending on design and scope, could increase the cost of oil and gas production and market demand. Some states,
like California, have implemented state-wide GHG mitigation programs to reduce GHG emissions through a mixture
of regulatory programs, including a low carbon fuel standard and cap-and-trade market applicable to, among others,
electric utilities and transportation fuels.

Further, the U.S. Congress has previously proposed legislation that would directly impact our industry. In response to
the 2010 Macondo incident in the Gulf of Mexico, the U.S. Congress was considering a number of legislative
proposals relating to the upstream oil and gas industry both onshore and offshore that could result in significant
additional laws or regulations governing our operations in the United States, including a proposal to raise or eliminate
the cap on liability for oil spill cleanups under the Oil Pollution Act of 1990.
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These and other potential regulations, if introduced and passed in Congress, could increase our costs, reduce our
liquidity, delay our operations or otherwise alter the way we conduct our business, negatively impacting our financial
condition, results of operations and cash flows. See also “— The potential adoption of federal, state, tribal and local
legislative and regulatory initiatives related to hydraulic fracturing could result in operating restrictions or delays in
the completion of oil and gas wells.”

Although it is not possible at this time to predict whether proposed legislation or regulations will be adopted as
initially written, if at all, or how legislation or new regulation that may be adopted would impact our business, any
such future laws and regulations could result in increased compliance costs or additional operating restrictions.
Additional costs or operating
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restrictions associated with legislation or regulations could have a material adverse effect on our operating results and
cash flows, in addition to the demand for the natural gas and other hydrocarbon products that we produce.

The potential adoption of federal, state, tribal and local legislative and regulatory initiatives related to hydraulic
fracturing could result in operating restrictions or delays in the completion of oil and gas wells. Hydraulic fracturing
is an essential and common practice in the oil and gas industry used to stimulate production of natural gas and/or oil
from dense subsurface rock formations. We routinely apply hydraulic-fracturing techniques on almost all of our U.S.
onshore oil and natural gas properties. Hydraulic fracturing involves using water, sand, and certain chemicals to
fracture the hydrocarbon-bearing rock formation to allow flow of hydrocarbons into the wellbore.

As explained in more detail below, the hydraulic fracturing process is typically regulated by state oil and natural gas
agencies, although the EPA, the BLM and other federal regulatory agencies have taken steps to review or impose
federal regulatory requirements. Certain states in which we operate, have adopted, and other states are considering
adopting, regulations that could impose more stringent permitting, public disclosure and well construction
requirements on hydraulic-fracturing operations or otherwise seek to ban fracturing activities altogether. For example,
Texas adopted a law in June 2011 requiring disclosure to the RCT and the public of certain information regarding the
components used in the hydraulic-fracturing process, and the RCT adopted rules regarding the same in

December 2011. On September 11, 2012, the RCT approved new regulations relating to the commercial recycling of
produced water and/or hydraulic-fracturing flowback fluid, and on December 17, 2012, proposed revised amendments
to rules of casing, cementing, well control and completion of oil and gas wells.

In the past three years, news reports indicate that around two dozen states have approved or considered additional
legislative mandates or administrative rules on hydraulic fracturing. In addition to state laws, local land use
restrictions, such as city ordinances, may restrict or prohibit the performance of well drilling in general and/or
hydraulic fracturing in particular. In the event state, local or municipal legal restrictions are adopted in areas where we
are currently conducting operations, or in the future plan to conduct operations, we may incur additional costs to
comply with such requirements that may be significant in nature, experience delays or curtailment in the pursuit of
exploration, development, or production activities, and perhaps even be precluded from drilling wells.

Notwithstanding state regulatory requirements relating to hydraulic fracturing, there are steps by federal governmental
agencies that are either underway or are being proposed that focus on environmental aspects of hydraulic fracturing
practices. The White House Council on Environmental Quality is coordinating an administration-wide review of
hydraulic fracturing practices, and a committee of the United States House of Representatives has conducted an
investigation of hydraulic fracturing practices. The EPA has asserted federal regulatory authority over certain
hydraulic fracturing activities involving diesel under the Safe Drinking Water Act and recently released draft
permitting guidance for hydraulic fracturing activities using diesel. Further, on November 23, 2011, the EPA
announced that it was granting in part a petition to initiate rulemaking under the Toxic Substances Control Act,
relating to chemical substances and mixtures used in oil and gas exploration and production. In addition, in May 2013,
the BLM issued a proposed rule that would require the public disclosure of chemicals used in hydraulic fracturing
operations, set requirements for well-bore integrity and establish flowback water standards for all hydraulic fracturing
operations on federal public lands and American Indian Tribal lands. The proposed rule also required that an operator
certify, in writing, that (a) the stimulation design complies with all federal, state, tribal and local regulations; (b) the
stimulation was completed in accordance with the design approved by BLM and all applicable regulations; and (c) the
well-bore integrity was maintained during the fracturing process and flowback water was properly stored, treated and
disposed. Furthermore, a number of federal agencies are analyzing, or have been requested to review, a variety of
environmental issues associated with hydraulic fracturing. The EPA has commenced a study of the potential
environmental effects of hydraulic fracturing on drinking water and groundwater, with draft results to be issued in
2014 for public comment and peer review. In addition, the U.S. Department of Energy has conducted an investigation
into practices to better protect the environment from drilling using hydraulic fracturing completion methods. In a
November 18, 2011 report, the Shale Gas Subcommittee of the Secretary of Energy Advisory Board issued 20
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recommendations to federal agencies, states and private entities that are intended to reduce the environmental impact
and assure the safety of shale gas production.

Given the heightened awareness regarding the use of hydraulic fracturing, it is possible that regulatory agencies or
private parties may suggest that hydraulic fracturing has caused groundwater contamination, whether or not such
allegations are accurate. For example, on December 8, 2011, the EPA released a preliminary report indicating that
hydraulic fracturing is responsible for groundwater contamination in Pavillion, Wyoming, although the EPA’s draft
report has been hotly criticized as ignoring certain facts and utilizing incorrect data. In addition, the EPA has alleged
in an enforcement action against an operator in Texas that the operator contaminated local groundwater wells,
although the RTC found after an evidentiary hearing that the operator was not responsible for the contamination.
However, in 2013 the EPA deferred the Pavillion matter to state oversight and withdrew the emergency action order in
Texas. Nevertheless, energy extraction, with a focus on onshore natural gas
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production, remains an EPA enforcement initiative. Thus, regulatory agencies or private parties alleging groundwater
contamination linked to hydraulic fracturing could trigger defense costs in administrative or civil litigation to rebut the
allegations.

Additionally, certain members of the Congress have called upon (a) the U.S. Government Accountability Office to
investigate how hydraulic fracturing might adversely affect water resources, (b) the SEC to investigate the natural gas
industry and any possible misleading of investors or the public regarding the economic feasibility of pursuing natural
gas deposits in shales by means of hydraulic fracturing, and (c) the U.S. Energy Information Administration to
provide a better understanding of that agency’s estimates regarding natural gas reserves, including reserves from shale
formations, as well as uncertainties associated with those estimates. These on-going or proposed studies, depending on
their degree of pursuit and any meaningful results obtained, could spur initiatives to further regulate hydraulic
fracturing under the Safe Drinking Water Act or other regulatory mechanisms.

Further, on August 16, 2012, the EPA approved final regulations under the federal Clean Air Act that establish new
air emission controls for oil and natural gas production and natural gas processing operations. Specifically, the EPA
finalized rules under the New Source Performance Standards (NSPS) and National Emission Standards for Hazardous
Air Pollutants (NESHAPS) programs. The EPA regulations include NSPS standards for completions of
hydraulically-fractured gas wells. Before January 1, 2015, these standards require owners/operators to reduce volatile
organic compound emissions from natural gas not sent to the gathering line during well completion either by flaring
using a completion combustion device or by capturing the gas using green completions. After January 1, 2015,
operators must capture the gas and make it available for use or sale, which can be done through the use of green
completions. The standards are applicable to newly drilled and fractured wells as well as existing wells that are
refractured. Further, the regulations under NESHAPS include specific new requirements, effective in 2012, for
emissions from compressors, controllers, dehydrators, storage tanks, gas processing plants and certain other
equipment. We are currently evaluating the effect these regulations could have on our business. Compliance with such
regulations could result in additional costs, including increased capital expenditures and operating costs, for us and
our customers which may adversely impact our business.

Based on the foregoing, increased regulation and attention given to the hydraulic-fracturing process from federal
agencies, various states and local governments could lead to greater opposition, including litigation, to oil and gas
production activities using hydraulic-fracturing techniques. Additional legislation or regulation could also lead to
operational delays or increased operating costs in the production of oil and natural gas, including from the developing
shale plays, or could make it more difficult to perform hydraulic fracturing. The adoption of any federal, state or local
laws or the implementation of regulations regarding hydraulic fracturing could potentially cause a decrease in the
completion of new oil and gas wells and increased compliance costs and time, which could adversely affect our
financial position, results of operations and cash flows.

We could be adversely affected by the credit risk of financial institutions. We have exposure to different
counterparties, and we have entered into transactions with counterparties in the financial services industry. In the
event of default of a counterparty, we would be exposed to credit risks. Deterioration in the credit markets may impact
the credit ratings of our current and potential counterparties and affect their ability to fulfill their existing obligations
to us and their willingness to enter into future transactions with us. We have exposure to financial institutions in the
form of derivative transactions in connection with our hedges and insurance companies in the form of claims under
our policies. In addition, if any lender under our credit facility is unable to fund its commitment, our liquidity will be
reduced by an amount up to the aggregate amount of such lender’s commitment under our credit facility.

Our use of oil and natural gas price hedging contracts may limit future revenues from price increases and involves the
risk that our counterparties may be unable to satisfy their obligations to us. As part of our risk management program,
we generally hedge a substantial, but varying, portion of our anticipated future oil and gas production for the next
24-36 months to reduce our exposure to fluctuations in oil and natural gas prices. As of December 31, 2013, we had
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no outstanding derivative contracts related to our NGL production. In the case of acquisitions, we may hedge acquired
production for a longer period. In addition, we may utilize basis contracts to hedge the differential between the
relevant underlying commodity reference prices and those of our physical pricing points. While the use of hedging
arrangements may limit the downside risk of adverse price movements, their use also may limit future benefits from
favorable price movements and expose us to the risk of financial loss in certain circumstances. Those circumstances
include instances where our production is less than the hedged volume or there is a widening of price basis
differentials between delivery points for our production and the delivery points assumed in the hedge transactions.

The use of hedging transactions also involves the risk that counterparties, which generally are financial institutions,
will be unable to perform their financial and other obligations under such transactions. If any of our counterparties
were to default on its obligations to us under the hedging contracts, enter receivership or seek bankruptcy or similar
protection, that could result in
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an economic loss to us and could have a material adverse effect on our ability to fund our planned activities and could
result in a larger percentage of our future production being subject to commodity price changes. In addition, in poor
economic environments and tight financial markets, the risk of a counterparty default is heightened, and it is possible
that fewer counterparties will participate in future hedging transactions, which could result in greater concentration of
our exposure to any one counterparty or a larger percentage of our future production being subject to commodity price
changes.

Federal legislation regarding swaps could adversely affect the costs of, or our ability to enter into, those

transactions. On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the Dodd-Frank
Reform Act) was enacted to establish federal oversight and regulation of the over-the-counter derivatives market and
over entities, such as Newfield, that participate in that market. The Dodd-Frank Reform Act includes provisions that
require certain over-the-counter derivatives, or swaps, to be centrally cleared and executed through an exchange or
other approved trading platform. The Commodity Futures Trading Commission (CFTC) has begun to formally
determine the types of swaps that will be subject to the mandatory clearing and exchange trading requirements.
Non-financial entities that use swaps to hedge or mitigate commercial risk, often referred to as end-users, can choose
to exempt their hedging transactions from these clearing and exchange trading requirements. If our swap activities are
not exempt from mandatory clearing or exchange trading, or from margin requirements for uncleared swaps, we could
be subject to higher costs, including from higher margin requirements, for those activities.

There are substantial costs associated with the Dodd-Frank Reform Act that create disincentives for end-users like
Newfield to hedge their commercial risks, including market price fluctuations associated with anticipated production
of oil and gas. The Dodd-Frank Reform Act and related rules and regulations promulgated by CFTC could potentially
increase the cost of Newfield’s swap contracts (including through requirements to post margin or collateral for cleared
and uncleared swaps), which could adversely affect our available liquidity, materially alter the terms of our swap
contracts, reduce the availability of swaps to hedge or mitigate risks we encounter, reduce our ability to monetize or
restructure existing swap contracts, and increase our regulatory compliance costs related to our swap activities. In
addition, if we reduce our use of swaps, our results of operations and cash flows may be adversely affected, including
by becoming more volatile and less predictable, which also could adversely affect our ability to plan for and fund
capital expenditures. It is also possible that the Dodd-Frank Reform Act and related rules and regulations could affect
prices for commodities that we purchase, use or sell, which, in turn, could adversely affect our liquidity or financial
condition.

In December 2013, the CFTC re-proposed rules under the Dodd-Frank Reform Act to expand aggregate position
limits to include swaps that are economically equivalent to certain types of commodity futures, including specified
energy commodity futures and related transactions, which could apply to swap transactions in which we engage
beyond certain thresholds. Certain bona fide hedging transactions or positions would be exempt from those limits, and
the rules could require additional oversight monitoring and reporting. If the position limit regulations are ultimately
adopted substantially in the form proposed, they could result in additional compliance costs and alter our ability to
effectively manage our commercial risks.

Some of our undeveloped leasehold acreage is subject to leases that will expire unless production is established on
units containing the acreage. Leases on oil and gas properties normally have a term of three to five years and will
expires unless, prior to expiration of the lease term, production in paying quantities is established. If the leases expire
and we are unable to renew them, we will lose the right to develop the related properties. Our drilling plans for these
areas are subject to change based upon various factors, including drilling results, commodity prices, the availability
and cost of capital, drilling and production costs, availability of drilling services and equipment, gathering system and
pipeline transportation constraints and regulatory approvals.

Certain U.S. federal income tax deductions currently available with respect to oil and natural gas exploration and
production may be eliminated as a result of future legislation. In recent years, legislation has been proposed that

54



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

would, if enacted into law, make significant changes to U.S. federal income tax laws, including the elimination of
certain key U.S. federal income tax incentives currently available to oil and natural gas exploration and production
companies. These changes include, among other proposals:

sthe repeal of the percentage depletion allowance for oil and gas properties;

ethe elimination of current deductions for intangible drilling and development costs;

sthe elimination of the deduction for certain U.S. production activities; and

ean extension of the amortization period for certain geological and geophysical expenditures.
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These proposals were also included in President Obama’s Proposed Fiscal Year 2014 Budget. It is unclear whether
these or similar changes will be enacted and, if enacted, how soon any such changes could become effective. The
passage of such legislation or any other similar changes in U.S. Federal income tax laws could eliminate or postpone
certain tax deductions that are currently available with respect to oil and natural gas exploration and

development. Any such changes could have an adverse effect on our financial position, results of operations and cash
flows.

There is limited transportation and refining capacity for our black and yellow wax crude oil, which may limit our
ability to sell our current production or to increase our production in the Uinta Basin. Most of the crude oil we
produce in the Uinta Basin is known as “black wax” or “yellow wax” because it has higher paraffin content than crude oil
found in most other major North American basins. Due to its wax content, the oil is heated in the field and transported
in insulated trucks during shipping. At this time, our transportation options are limited. Substantially all of our
production is transported by truck to refiners in the Salt Lake City area. We are exploring the feasibility of
transporting future oil volumes by rail or pipeline. We currently have agreements in place with area refiners that
secure base load sales of substantially all of our expected production in the Uinta Basin through the end of 2016. In
addition, we have executed long-term supply agreements (7 and 10 years) with Tesoro (began in 2013) and
HollyFrontier (expected to begin in 2015), who are expanding their local refineries. The inability of Tesoro or
HollyFrontier to complete their expansions or an extended loss of any of our largest purchasers or an inability to
secure new markets outside of the Salt Lake City area could have a material adverse effect on us because there are
limited purchasers of our black and yellow wax crude oil.

The marketability of our production is dependent upon transportation and processing facilities over which we may
have no control. The marketability of our production depends in part upon the availability, proximity and capacity of
pipelines, natural gas gathering systems and processing facilities. We deliver oil and gas through gathering systems
and pipelines that we do not own. The lack of available capacity on these systems and facilities could reduce the price
offered for our production or result in the shut-in of producing wells or the delay or discontinuance of development
plans for properties. Although we have some contractual control over the transportation of our production through
some firm transportation arrangements, third-party systems and facilities may be temporarily unavailable due to
market conditions or mechanical or other reasons, or may not be available to us in the future at a price that is
acceptable to us. Federal and state regulation of natural gas and oil production, processing and transportation, tax and
energy policies, changes in supply and demand, pipeline pressures, damage to or destruction of pipelines,
infrastructure or capacity constraints and general economic conditions could adversely affect our ability to produce,
gather and transport natural gas. Any significant change in market factors or other conditions affecting these
infrastructure systems and facilities, as well as any delays in constructing new infrastructure systems and facilities,
could harm our business and, in turn, our financial condition, results of operations and cash flows.

We have risks associated with our non-U.S. operations. Ownership of property interests and production operations
in areas outside the United States are subject to the various risks inherent in international operations. These risks may
include:

ecurrency restrictions and exchange rate fluctuations;

loss of revenue, property and equipment as a result of expropriation, nationalization, war or insurrection or other
changes in government;

eincreases in taxes and governmental royalties;

.forced renegotiation of, unilateral changes to, or termination of contracts with, governmental entities and
quasi-governmental agencies;

echanges in laws and policies governing operations of non-U.S. based companies;

eour limited ability to influence or control the operation or future development of non-operated properties;

the operator’s expertise or other labor problems;

ecultural differences;
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difficulties enforcing our rights against a governmental entity because of the doctrine of sovereign immunity and

foreign sovereignty over international operations; and
eother uncertainties arising out of foreign government sovereignty over our international operations.
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Our international operations may also be adversely affected by the laws and policies of the United States affecting
foreign trade, taxation and investment. In addition, if a dispute arises with respect to our international operations, we
may be subject to the exclusive jurisdiction of non-U.S. courts or may not be successful in subjecting non-U.S.
persons to the jurisdiction of the courts of the United States.

Exploration in international deepwater involves significant financial risks, and we may be unable to obtain the drilling
rigs or support services necessary for our deepwater drilling and development programs in a timely manner or at
acceptable rates. Much of our international deepwater play lacks the physical and oilfield service infrastructure
necessary for production. As a result, development of a deepwater discovery may be a lengthy process and requires
substantial capital investment, and it is difficult to estimate the timing of our production. Because of the size of
significant projects in which we invest, we may not serve as the operator. As a result, we may have limited ability to
exercise influence over operations related to these projects or their associated costs. Our dependence on the operator
and other working interest owners for these deepwater projects and our limited ability to influence operations and
associated costs could prevent the realization of our targeted returns on capital or lead to unexpected future losses.

Competition for, or the loss of, our senior management or experienced technical personnel may negatively impact our
operations or financial results. To a large extent, we depend on the services of our senior management and technical
personnel and the loss of any key personnel could have a material adverse effect on our business, financial condition
and operating results. Our continued drilling success and the success of other activities integral to our operations will
depend, in part, on our ability to attract and retain a seasoned management team and experienced explorationists,
engineers, geologists and other professionals. Competition for these professionals remains strong. We are likely to
continue to experience increased costs to attract and retain these professionals.

Competition in the oil and gas industry is intense. We operate in a highly competitive environment for acquiring
properties and marketing oil, gas and NGLs. Our competitors include national oil and gas companies, major oil and
gas companies, independent oil and gas companies, individual producers, financial buyers as well as participants in
other industries supplying energy and fuel to consumers. Many of our competitors have greater and more diverse
resources than we do. In addition, high commodity prices and stiff competition for acquisitions have in the past, and
may in the future, significantly increase the cost of available properties. We compete for the personnel and equipment
required to explore, develop and operate properties. Our competitors also may have established long-term strategic
positions and relationships in areas in which we may seek new entry. As a consequence, we may be at a competitive
disadvantage in bidding for certain drilling rights if our competitors are seeking the same.

Shortages of oilfield equipment, services, supplies and qualified field personnel could adversely affect financial
condition and results of operations. Historically, there have been shortages of drilling rigs and other oilfield equipment
as demand for that equipment has increased along with the number of wells being drilled. The demand for qualified
and experienced field personnel to drill wells and conduct field operations can fluctuate significantly, often in
correlation with natural gas and oil prices, causing periodic shortages. These factors have caused significant increases
in costs for equipment, services and personnel. Higher oil and natural gas prices generally stimulate demand and result
in increased prices for drilling rigs, crews and associated supplies, equipment, services and raw materials. Shortages
of field personnel, drilling rigs, other equipment or supplies, or price increases, could delay or adversely affect our
exploration and development operations, which could have a material adverse effect on our business, financial
condition, results of operations or cash flows, or restrict operations.

We may not be insured against all of the operating risks to which our business is exposed. Our operations are subject
to all of the risks normally incident to the exploration for and the production of oil and gas, such as well blowouts,
explosions, oil spills, releases of gas or well fluids, fires, pollution and adverse weather conditions, which could result
in substantial losses to us. See also “— The oil and gas business involves many operating risks that can cause substantial
losses.” We maintain insurance against many, but not all, potential losses or liabilities arising from our operations in
accordance with what we believe are customary industry practices and in amounts and at costs that we believe to be
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prudent and commercially practicable. Our insurance includes deductibles that must be met prior to recovery, as well

as sub-limits and/or self-insurance. Additionally, our insurance is subject to exclusions and limitations. Our insurance
does not cover every potential risk associated with our operations, including the potential loss of significant revenues.
We can provide no assurance that our insurance coverage will adequately protect us against liability from all potential
consequences, damages and losses.

We currently have insurance policies covering our onshore and offshore operations that include coverage for general
liability, excess liability, physical damage to our oil and gas properties, operational control of wells, oil pollution,
third-party liability, workers’ compensation and employers’ liability and other coverages. Consistent with insurance
coverage generally available to the industry, our insurance policies provide limited coverage for losses or liabilities
relating to pollution and other

30

59



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

environmental issues, with broader coverage for sudden and accidental occurrences. For example, we maintain
operators extra expense coverage provided by third-party insurers for obligations, expenses or claims that we may
incur from a sudden incident that results in negative environmental effects, including obligations, expenses or claims
related to seepage and pollution, cleanup and containment, evacuation expenses and control of the well (subject to
policy terms and conditions). In the specific event of a well blowout or out-of-control well resulting in negative
environmental effects, such operators extra expense coverage would be our primary source of coverage, with the
general liability and excess liability coverage referenced above also providing certain coverage.

In the event we make a claim under our insurance policies, we will be subject to the credit risk of the insurers.
Volatility and disruption in the financial and credit markets may adversely affect the credit quality of our insurers and
impact their ability to pay claims.

Further, we may elect not to obtain insurance if we believe that the cost of available insurance is excessive relative to
the risks presented. Some forms of insurance may become unavailable in the future or unavailable on terms that we
believe are economically acceptable. No assurance can be given that we will be able to maintain insurance in the
future at rates that we consider reasonable, and we may elect to maintain minimal or no insurance coverage. If we
incur substantial liability from a significant event and the damages are not covered by insurance or are in excess of
policy limits, then we would have lower revenues and funds available to us for our operations, that could, in turn, have
a material adverse effect on our business, financial condition and results of operations.

We may be subject to risks in connection with acquisitions. As part of our business strategy, we have made and may
continue to make acquisitions of properties. However, suitable acquisition properties may not continue to be available
on terms and conditions we find acceptable, and acquisitions pose substantial risks to our business, financial condition
and results of operations. These risks include that the acquired properties may not produce revenues, reserves,
earnings or cash flows at anticipated levels. Also, in pursuing acquisitions, we compete with other companies, many
of which have greater financial and other resources to acquire properties.

The successful acquisition of producing properties requires an assessment of several factors, including:

erecoverable reserves;

future oil and gas prices and their appropriate differentials;
eoperating costs; and

epotential environmental and other liabilities.

The accuracy of these assessments is inherently uncertain. In connection with these assessments, we perform a review
of the subject properties that we believe to be generally consistent with industry practices. Our review will not reveal
all existing or potential problems, nor will it permit us to become sufficiently familiar with the properties to fully
assess their deficiencies and capabilities. Inspections will not likely be performed on every well or facility, and
structural and environmental problems are not necessarily observable even when an inspection is undertaken. Even
when problems are identified, the seller may be unwilling or unable to provide effective contractual protection against
all o