L@ivierd

Resources, Ing,
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2019

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission file number: 333-225927
[J [J
Riviera Resources, Inc.
(Exact name of registrant as specified in its charter)
Delaware 82-5121920
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
600 Travis Street, Suite 1700
Houston, Texas 77002
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code
(281) 840-4000
Securities registered pursuant to Section 12(b) of the Act:
None
Securities registered pursuant to Section 12(g) of the Act:
Title of each class Trading symbols(s) Name of exchange on which registered

None None None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. YesO No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes[J No



Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days.
Yes No [

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted and posted pursuant to Rule 405 of
Regulation S-T (§232.405) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
Yes No [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or emerging
growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of

the Exchange Act.
Large accelerated filer [ Accelerated filer
Non-accelerated filer [J Smaller reporting company [J

Emerging growth company [J

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. O

Indicate by check-mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).
Yes 0 No

Aggregate market value of the Company’s common stock held by non-affiliates of the registrant as of June 28, 2019, was $293,404,582 based on the closing price
on the OTCQX Market.

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the Securities Exchange Act of
1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes No O

As of January 31, 2020, there were 58,037,642 shares of common stock, par value $0.01 per share, outstanding.
Documents Incorporated By Reference:

Portions of the registrant’s definitive proxy statement relating to its 2020 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange
Commission within 120 days after December 31, 2019, are incorporated by reference to the extent set forth in Part III, Items 10-14 of this Annual Report on Form 10-K.



Item 1.
Item 1A.
Item 1B.
Item 2.
Item 3.

Item 4.

Item 5.

Item 6.
Item 7.
Item 7A.
Item 8.
Item S.
Item 9A.
Item 9B.

Item 10.
Item 11.
Item 12.
Item 13.
Item 14.

Item 15.

TABLE OF CONTENTS

Glossary of Terms

Part1
Business
Risk Factors
Unresolved Staff Comments
Properties
Legal Proceedings
Mine Safety Disclosures
Part IT

Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Selected Financial Data
Management’s Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk
Financial Statements and Supplementary Data
Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
Controls and Procedures
Other Information
Part II1
Directors, Executive Officers and Corporate Governance
Executive Compensation
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Certain Relationships and Related Transactions, and Director Independence
Principal Accounting Fees and Services
PartIV

Exhibits and Financial Statement Schedules

Signatures

Page

23
40
40
40
40
41

41
43
46
74
76
130
130
130
131
131
132
132
132
132
133
133

137




Table of Contents

Glossary of Terms
As commonly used in the oil and natural gas industry and as used in this Annual Report on Form 10-K, the following terms have the following meanings:
Basin. A large area with a relatively thick accumulation of sedimentary rocks.
Bbl. One stock tank barrel or 42 United States gallons liquid volume.
Bcf. One billion cubic feet.
Bcfe. One billion cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one Bbl of oil, condensate or natural gas liquids.
Btu. One British thermal unit, which is the heat required to raise the temperature of a one-pound mass of water from 58.5 degrees to 59.5 degrees Fahrenheit.
Development well. A well drilled within the proved area of a reservoir to the depth of a stratigraphic horizon known to be productive.

Dry hole or well. A well found to be incapable of producing hydrocarbons in sufficient quantities such that proceeds from the sale of such production would exceed
production expenses and taxes.

Exploratory well. A well drilled to find a new field or to find a new reservoir in a field previously found to be productive of oil or natural gas in another reservoir.

Field. An area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same individual geological structural feature and/or stratigraphic
condition.

Formation. A stratum of rock that is recognizable from adjacent strata consisting primarily of a certain type of rock or combination of rock types with thickness that
may range from less than two feet to hundreds of feet.

Gross acres or gross wells. The total acres or wells, as the case may be, in which a working interest is owned.

MBbls. One thousand barrels of oil or other liquid hydrocarbons.

MBbls/d. MBbls per day.

Mcf. One thousand cubic feet.

Mcfe. One thousand cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one Bbl of oil, condensate or natural gas liquids.
MMBDbls. One million barrels of oil or other liquid hydrocarbons.

MMBtu. One million British thermal units.

MMcf. One million cubic feet.

MMcf/d. MMcf per day.

MMcfe. One million cubic feet equivalent, determined using the ratio of six Mcf of natural gas to one Bbl of oil, condensate or natural gas liquids.
MMcfe/d. MMcfe per day.

MMMBtu. One billion British thermal units.

Net acres or net wells. The sum of the fractional working interests owned in gross acres or gross wells, as the case may be.
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NGL. Natural gas liquids, which are the hydrocarbon liquids contained within natural gas.

Productive well. A well found to be capable of producing hydrocarbons in sufficient quantities such that proceeds from the sale of such production exceeds production
expenses and taxes.

Proved developed reserves. Reserves that can be expected to be recovered through existing wells with existing equipment and operating methods or in which the cost of
the required equipment is relatively minor compared to the cost of a new well; and through installed extraction equipment and infrastructure operational at the time of
the reserves estimate if the extraction is by means not involving a well.

Proved reserves. Reserves that 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. 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 drilling location. A site on which a development well can be drilled consistent with spacing rules for purposes of recovering proved undeveloped
reserves.

Proved undeveloped reserves or PUDs. Reserves that are expected to be recovered from new wells on undrilled acreage, or from existing wells where a relatively major
expenditure is required for recompletion. Reserves on undrilled acreage are limited to those directly offsetting development spacing areas that are reasonably certain of
production when drilled, unless evidence using reliable technology exists that establishes reasonable certainty of economic producibility at greater distances. Undrilled
locations can be classified as having undeveloped reserves only if a development plan has been adopted indicating that they are scheduled to be drilled within five years,
unless the specific circumstances justify a longer time. Estimates for proved undeveloped reserves are not attributed to any acreage for which an application of fluid
injection or other improved recovery technique is contemplated, unless such techniques have been proved effective by actual projects in the same reservoir or an
analogous reservoir, or by other evidence using reliable technology establishing reasonable certainty.

Recompletion. The completion for production of an existing wellbore in another formation from that which the well has been previously completed.

Reservoir. A porous and permeable underground formation containing a natural accumulation of economically productive natural gas and/or oil that is confined by
impermeable rock or water barriers and is individual and separate from other reserves.

Royalty interest. An interest that entitles the owner of such interest to a share of the mineral production from a property or to a share of the proceeds there from. It does
not contain the rights and obligations of operating the property and normally does not bear any of the costs of exploration, development and operation of the property.

Spacing. The number of wells which conservation laws allow to be drilled on a given area of land.

Standardized measure of discounted future net cash flows. The after-tax present value of estimated future net cash flows of proved reserves, determined in accordance
with the regulations of the Securities and Exchange Commission and discounted using an annual discount rate of 10%.

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,
natural gas and NGL regardless of whether such acreage contains proved reserves.

Unproved reserves. Reserves that are considered less certain to be recovered than proved reserves. Unproved reserves may be further sub-classified to denote
progressively increasing uncertainty of recoverability and include probable reserves and possible 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.
Workover. Maintenance on a producing well to restore or increase production.

Zone. A stratigraphic interval containing one or more reservoirs.
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Part1
Item 1. Business

This Annual Report on Form 10-K contains forward-looking statements based on expectations, estimates and assumptions as of the date of this filing. These statements
by their nature are subject to a number of risks and uncertainties. Actual results may differ materially from those discussed in the forward-looking statements. For
more information, see “Cautionary Statement Regarding Forward-Looking Statements” included at the end of this Item 1. “Business” and see also Item 1A. “Risk
Factors.”

References

Unless otherwise indicated or the context otherwise requires, references herein to the “Company,” “we,” “our,” and “us” refer (i) prior to the Spin-off (as defined below)
to Linn Energy, Inc. (the “Parent”) and its consolidated subsidiaries, and (ii) after the Spin-off, to Riviera Resources, Inc. (“Riviera”) and its consolidated

subsidiaries. Unless otherwise indicated or the context otherwise requires, references herein to “LINN Energy” refer to Linn Energy, Inc. and its consolidated
subsidiaries. References to “Successor” relate to the financial position and results of operations of the Company subsequent to LINN Energy’s emergence from
bankruptcy on February 28, 2017. References to “Predecessor” relate to the financial position of the Company prior to, and results of operations through and including
February 28, 2017. Riviera is a successor issuer of the Parent pursuant to Rule 15d-5 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

The reference to a “Note” herein refers to the accompanying Notes to Consolidated and Combined Financial Statements contained in Item 8. “Financial Statements and
Supplementary Data.”

Overview

Riviera is an independent oil and natural gas company with a strategic focus on efficiently operating its mature low-decline assets, developing its growth-oriented assets,
and returning capital to shareholders. Riviera is quoted for trading on the OTCQX Market under the ticker “RVRA.” The Company has two operating segments:
upstream and Blue Mountain.

The Company’s upstream reporting segment properties are currently primarily located in two operating regions in the United States (“U.S.”): the Mid-Continent and
North Louisiana. Proved reserves at December 31, 2019, were approximately 316 Bcfe, of which approximately 89% were natural gas, 6% were natural gas liquids
(“NGL”) and 5% were oil. Approximately 90% were classified as proved developed, with a total standardized measure of discounted future net cash flows of
approximately $159 million. At December 31, 2019, the Company operated 1,446 or approximately 55% of its 2,635 gross productive wells.

In the first quarter of 2020, the Company completed the sale of its interests in non-operated properties located in the Drunkards Wash field in the Uinta Basin, the
Overton field in East Texas and the Personville field in East Texas. These properties are included in “assets held for sale” on the consolidated balance sheet as of
December 31, 2019. Reserve information as of December 31, 2019, includes amounts associated with these properties. See Note 4 for additional information.

The Blue Mountain reporting segment consists of a state of the art cryogenic natural gas processing facility, a network of gathering pipelines and compressors and
produced water services and a crude oil gathering system located in the Merge/SCOOP/STACK play, each of which is owned by Blue Mountain Midstream LLC (“Blue
Mountain Midstream”), a wholly owned subsidiary of the Company.

In April 2018, the Parent announced its intention to separate Riviera from LINN Energy. To effect the separation, the Parent and certain of its then direct and indirect
subsidiaries undertook an internal reorganization (including the conversion of Riviera Resources, LL.C from a limited liability company to a corporation named Riviera
Resources, Inc.), following which Riviera holds, directly or through its subsidiaries, substantially all of the assets of LINN Energy, other than LINN Energy’s 50%
equity interest in Roan Resources LLC (“Roan”). A subsidiary of the Company held the equity interest in Roan until the Parent’s internal reorganization on July 25,
2018 (the “Reorganization Date”). Following the internal reorganization, the Parent distributed all of the outstanding shares of Riviera common stock to the Parent’s
shareholders on a pro rata basis (the “Spin-off”). The Spin-off was completed on August 7, 2018.
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Item 1. Business - Continued

Prior to the Spin-off, the accompanying consolidated and combined financial statements were prepared on a stand-alone basis and derived from the Parent’s
consolidated financial statements and accounting records for the periods presented as the Company was historically managed as a subsidiary of the Parent.

Historically, a subsidiary of the Company also owned a 50% equity interest in Roan. The Company’s equity earnings (losses), consisting of its share of Roan’s earnings
or losses, are included in the consolidated and combined financial statements through the Reorganization Date. However, on the Reorganization Date, the equity interest
in Roan was distributed to the Parent and is no longer affiliated with Riviera. As such, the Company has classified the investment and equity earnings (losses) in Roan
as discontinued operations on its consolidated and combined financial statements. See Note 4 for additional information. In December 2019, stockholders of Roan
Resources, Inc. approved an Agreement and Plan of Merger (“Merger”) between Roan Resources, Inc. and a subsidiary of Citizen Energy Operating, LLC (“Citizen
Operating”) under which Roan Resources, Inc., including its subsidiary Roan Resources LL.C, became wholly owned subsidiaries of Citizen Operating. The effective
date of the Merger was December 6, 2019, and as a result of the Merger, the Company and Roan Resources, Inc. no longer share certain mutual directors and significant
stockholders.

Strategy

Riviera is strategically focused on efficiently operating its mature low-decline assets, developing its growth-oriented assets, and returning capital to shareholders. The
Company has producing properties currently located primarily in Oklahoma and Louisiana. The Company’s wholly owned subsidiary, Blue Mountain Midstream, is an
emerging midstream company with assets in central Oklahoma focused on providing its customers with comprehensive natural gas, oil, natural gas liquids, and water
solutions in a safe and environmentally sound manner, including gas and oil gathering and processing, water gathering and treatment, and delivery of product to
lucrative downstream markets. In the future, Blue Mountain Midstream looks to expand the scale and scope of its service capabilities in the Merge/SCOOP/STACK
through organic growth and strategic acquisitions.

Recent Developments
Divestitures
Below are the Company’s completed divestitures in 2019:

On November 22, 2019, the Company completed the sale of its interest in the remaining properties located in the Hugoton Basin (the “Hugoton Basin Assets

Sale”). Cash proceeds received from the sale of these properties were approximately $286 million. During the year ended December 31, 2019, the Company recorded a
noncash impairment charge of approximately $100 million to reduce the carrying value of these assets to fair value. In connection with the Hugoton Basin Assets Sale,
the buyer also acquired the Company’s interests in Mayzure, LL.C, a wholly owned subsidiary of the Company, which was the counterparty to the volumetric production
payment agreements based on helium produced from certain oil and natural gas properties in the Hugoton Basin.

Blue Mountain Midstream entered into an agreement with a potential customer to construct a gathering system, as well as gather and process gas. During the third
quarter of 2019, a decision was made not to proceed with the gas gathering and processing contract, and as a result, the customer reimbursed Blue Mountain Midstream
for capital deployed and operating expenses incurred, in addition to paying a success fee for constructing the assets. During the year ended December 31, 2019, Blue
Mountain Midstream received a capital reimbursement of approximately $20 million. Blue Mountain Midstream also received approximately $4 million for the success
fee and the expense reimbursement, which is included in “(gains) losses on sale of assets and other, net” on the consolidated and combined statement of operations.

On September 5, 2019, the Company completed the sale of its interest in properties located in Illinois. Cash proceeds from the sale of these properties were
approximately $4 million and the Company recorded a net gain of approximately $4 million.

On August 30, 2019, the Company completed the sale of its interest in non-core assets located in North Louisiana. Cash proceeds from the sale were approximately $2
million and the Company recorded a net gain of approximately $376,000.

On July 3, 2019, the Company completed the sale of its interest in properties located in Michigan (the “Michigan Assets Sale”). Cash proceeds from the sale of these
properties were approximately $39 million. The Company recorded a noncash



Table of Contents

Item 1. Business - Continued

impairment charge to reduce the carrying value of these assets to fair value of approximately $18 million for the year ended December 31, 2019.

On May 31, 2019, the Company completed the sale of its interest in non-operated properties located in the Hugoton Basin in Kansas. Cash proceeds received from the
sale of these properties were approximately $29 million and the Company recognized a net loss of approximately $10 million.

On January 17, 2019, the Company completed the sale of its interest in properties located in the Arkoma Basin in Oklahoma. Cash proceeds received from the sale of
these properties were approximately $64 million (including a deposit of approximately $5 million received in 2018), and the Company recognized a net gain of
approximately $28 million.

Divestitures — Subsequent Events

On January 15, 2020, the Company completed the sale of its interests in non-operated properties located in the Drunkards Wash field in the Uinta Basin (the “Drunkards
Wash Asset Sale”). Cash proceeds from the sale of these properties were approximately $4 million (including a deposit of approximately $450,000 received in 2019).

On January 31, 2020, the Company completed the sale of its interest in properties located in the Overton field in East Texas (the “Overton Assets Sale”). Cash proceeds
from the sale of these properties were approximately $17 million (including a deposit of approximately $2 million received in 2019). During the year ended
December 31, 2019, the Company recorded a noncash impairment charge of approximately $13 million to reduce the carrying value of these assets to fair value.

On February 14, 2020, the Company completed the sale of its interest in properties located in the Personville field in East Texas (the “Personville Assets Sale”). Cash
proceeds from the sale of these properties were approximately $29 million (including a deposit of approximately $3 million received in 2019). During the year ended
December 31, 2019, the Company recorded a noncash impairment charge of approximately $72 million to reduce the carrying value of these assets to fair value.

On November 20, 2019, the Company signed an agreement to sell its building located in Oklahoma City, Oklahoma for an amended contract price of $21 million. The
sale is expected to close in the first quarter of 2020. During the year ended December 31, 2019, the Company recorded a noncash impairment charge of approximately

$5 million to reduce the carrying value of this asset to fair value.

The assets and liabilities associated with the sale of the Oklahoma office building, the Drunkards Wash Asset Sale, the Overton Assets Sale and the Personville Assets
Sale are classified as held for sale on the consolidated balance sheet at December 31, 2019.

2019 Oil and Natural Gas and Midstream Capital Expenditures

During the year ended December 31, 2019, the Company had total capital expenditures, excluding acquisitions, of approximately $172 million, including approximately
$63 million related to its oil and natural gas capital program and approximately $105 million related to Blue Mountain Midstream.

2020 Oil and Natural Gas and Midstream Capital Budget

For 2020, the Company estimates its total capital expenditures, excluding acquisitions, will be approximately $52 million, including approximately $25 million related
to its oil and natural gas capital program and approximately $27 million related to Blue Mountain Midstream. This estimate is under continuous review and subject to
ongoing adjustments.

Financing Activities

Riviera Credit Facility

Riviera’s credit agreement provides for a senior secured reserve-based revolving loan facility (the “Riviera Credit Facility”). On September 27, 2019, the Company
entered into an amendment to the Riviera Credit Facility to, among other things, extend its maturity date to August 4, 2021. The amendment resulted in a borrowing

commitment reduction from $230 million to $90 million, primarily due to asset sales, with the next scheduled borrowing base redetermination to occur on April 1, 2020.
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Blue Mountain Midstream Credit Facility

Blue Mountain Midstream’s credit agreement provides for a senior secured revolving loan facility (the “Blue Mountain Midstream Credit Facility”). On February 8,
2019, the borrowing commitment under the Blue Mountain Midstream Credit Facility was increased to $200 million. The Blue Mountain Credit Facility together with
the Riviera Credit Facility, are referred to as the “Credit Facilities.”

Cash Distributions

On November 21, 2019, the Board of Directors of the Company declared a cash distribution of $4.25 per share. A cash distribution totaling approximately $249 million
was paid on December 12, 2019, to shareholders of record as of the close of business on December 5, 2019. In addition, approximately $11 million for potential future
distributions was recorded in restricted cash at December 31, 2019. In December 2019, distributions payable of approximately $2 million related to outstanding share-
based compensation awards was also recorded. These amounts are included in “other accrued liabilities” and “asset retirement obligations and other noncurrent
liabilities” on the consolidated balance sheet at December 31, 2019.

Share Repurchase Program

On July 18, 2019, the Company’s Board of Directors increased the share repurchase authorization to $150 million of the Company’s outstanding shares of common
stock. During the year ended December 31, 2019, the Company repurchased an aggregate of 8,475,514 shares of common stock at an average price of $12.72 per share
for a total cost of approximately $108 million. Included in this number are private purchases of 2,380,425 shares of common stock purchased at a discount to market, at
an average price of $10.91 for a total cost of approximately $26 million. See Note 12 for additional information. For the period from January 1, 2020 through
February 21, 2020, the Company repurchased 171,107 shares of common stock at an average price of $7.84 for a total cost of approximately $1 million. At

February 21, 2020, approximately $23 million was available for share repurchases under the program. Any share repurchases are subject to restrictions in the Riviera
Credit Facility.

Tender Offer

On June 13, 2019, the Company’s Board of Directors announced the intention to commence a tender offer to purchase $40 million of the Company’s common stock. In
July 2019, upon the terms and subject to the conditions described in the Offer to Purchase dated June 18, 2019, the Company repurchased an aggregate of 2,666,666
shares of common stock at a price of $15.00 per share for a total cost of approximately $40 million (excluding expenses of approximately $440,000 related to the tender
offer).

Commodity Derivatives

During the year ended December 31, 2019, the Company entered into commodity derivative contracts consisting of natural gas fixed price swaps and NGL fixed price
swaps for 2019 and oil fixed price swaps and natural gas basis swaps for 2020. In July 2019, in connection with the closing of the Michigan Assets Sale, the Company
canceled its MichCon natural gas basis swaps for 2019 and 2020.

Oil Services Agreement

On July 17, 2019, a subsidiary of Blue Mountain Midstream entered into an agreement with Roan to gather Roan’s oil in the Merge/SCOOP/STACK play. The
agreement provides for a 10-year term covering an 89,000 net acre dedicated area in nine Townships in central Oklahoma. Blue Mountain plans to construct an initial
crude system consisting of approximately 28 miles of gathering pipelines with two downstream interconnections providing Roan with direct access to the Cushing
market. The Blue Mountain system will initially be capable of transporting up to 60,000 barrels per day of crude oil. Services will commence in the first half of
2020. On December 6, 2019, Roan became a wholly owned indirect subsidiary of Citizen Operating.

Water Services Agreement

On January 31, 2019, a subsidiary of Blue Mountain Midstream entered into an agreement with Roan to exclusively manage all of Roan’s water needs for its drilling
and completion operations in Central Oklahoma. Blue Mountain Midstream provides comprehensive water management services including pipeline gathering, disposal,
treatment and redelivery of recycled water for re-use. The agreement is supported by a 10-year acreage dedication in 67 Townships covering portions of seven

Oklahoma Counties. On December 6, 2019, Roan became a wholly owned indirect subsidiary of Citizen Operating.
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Upstream Reporting Segment Operating Regions

The Company’s upstream reporting segment properties are currently primarily located in two operating regions in the U.S.:

. Mid-Continent, which includes properties in the Northwest STACK in northwestern Oklahoma and various other oil and natural gas producing properties
throughout Oklahoma; and
. North Louisiana, which includes oil and natural gas properties producing primarily from the Hosston, Cotton Valley Bossier and Smackover formations.

In the first quarter of 2020, the Company completed the sale of its interests in non-operated properties located in the Drunkards Wash field in the Uinta Basin, the
Overton field in East Texas and the Personville field in East Texas. These properties are included in “assets held for sale” on the consolidated balance sheet as of
December 31, 2019. Reserve information as of December 31, 2019, includes amounts associated with these properties. See Note 4 for details of the Company’s
divestitures.

During 2019, the Company divested all of its properties located in the Hugoton Basin and Michigan/Illinois operating regions. During 2018, the Company divested all
of its properties located in the Permian Basin operating region. During 2017, the Company divested all of its properties located in the California and South Texas
operating regions. As a result of the Company’s strategic exit from California in 2017 (completed by the sale of its interest in properties located in the San Joaquin
Basin and the Los Angeles Basin in California), the Company classified the results of operations and cash flows of its California properties as discontinued operations
on its consolidated and combined financial statements.

East Texas

At December 31, 2019, the East Texas region consisted of properties located in east Texas primarily producing natural gas from the Travis Peak, Cotton Valley and
Bossier formations at depths ranging from 7,000 feet to 12,500 feet. The Company’s properties in this region are primarily mature, low-decline natural gas wells. To
more efficiently transport its natural gas in east Texas to market, the Company owns and operates a network of natural gas gathering systems comprised of
approximately 590 miles of pipeline and associated compression and metering facilities that connect to numerous sales outlets in the area.

East Texas proved reserves represented approximately 40% of total proved reserves at December 31, 2019, all of which were classified as proved developed. This
region produced approximately 42 MMcfe/d of the Company’s 2019 average daily production. During 2019, the Company invested approximately $1 million to
develop the properties in this region. As noted above, the majority of the Company’s properties located in East Texas are included in “assets held for sale” on the
consolidated balance sheet as of December 31, 2019.

Mid-Continent

The Mid-Continent region consists of properties located in the Northwest STACK, as well as other Oklahoma properties. The Company’s properties in this diverse
region produce from both oil and natural gas reservoirs at depths ranging from 3,500 feet to 19,000 feet.

Mid-Continent proved reserves represented approximately 22% of total proved reserves at December 31, 2019, all of which were classified as proved developed. This
region produced approximately 36 MMcfe/d of the Company’s 2019 average daily production. During 2019, the Company invested approximately $9 million to
develop the properties in this region and approximately $43 million in exploration activity.

North Louisiana

The North Louisiana region consists of properties located in north Louisiana and primarily producing natural gas from the Hosston, Cotton Valley, Bossier and
Smackover formations at depths ranging from 7,000 feet to 12,500 feet.

North Louisiana proved reserves represented approximately 25% of total proved reserves at December 31, 2019, of which 61% were classified as proved
developed. This region produced approximately 31 MMcfe/d of the Company’s 2019 average daily production. During 2019, the Company invested approximately $10
million to develop the properties in this region.
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Uinta Basin

Uinta Basin proved reserves represented approximately 13% of total proved reserves at December 31, 2019, all of which were classified as proved developed. The
Uinta Basin region produced approximately 18 MMcfe/d of the Company’s 2019 average daily production. During 2019, the Company invested approximately $1
million to develop the properties in the Uinta Basin region. As noted above, these properties are included in “assets held for sale” on the consolidated balance sheet as
of December 31, 2019.

Blue Mountain Segment

Blue Mountain Midstream currently provides natural gas and oil gathering, compression and processing and produced water services to producers in the
Merge/SCOOP/Stack play in the Mid-Continent Region of Oklahoma. Blue Mountain Midstream’s assets primarily consist of the state of the art 250 MMcf/d design-
capacity Cryo 1 natural gas plant as well as a network of natural gas gathering pipelines and compressors and produced water services (collectively, the “Blue Mountain
System”). Blue Mountain Midstream’s gathering and processing agreements for its gathering and processing system include long-term, fee-based or percent of proceeds
contracts. Based on Blue Mountain Midstream’s contracts, it gathers natural gas and NGLs from producers that it then processes and delivers to third party customers.

Blue Mountain Midstream is aggressively pursuing growth to its midstream business primarily in Oklahoma. Additions to the Blue Mountain System are continually
underway adding low and high-pressure gathering pipelines and interconnections that will accommodate incremental volume throughput. During 2019, Blue Mountain
Midstream invested approximately $102 million for plant and pipeline construction activities primarily associated with the Blue Mountain System.

Drilling and Acreage

The following table sets forth the wells drilled during the years indicated:

Year Ended December 31,
2019 2018 2017
Gross wells:
Productive 61 52 90
Dry — — —
61 52 90
Net development wells:
Productive 3 1 12
Dry — — —
3 1 12
Net exploratory wells:
Productive 6 2 9
Dry — — —
6 2 9

There were no lateral segments added to existing vertical wellbores during the years ended December 31, 2019, December 31, 2018, or December 31, 2017. As of
December 31, 2019, the Company had 14 gross (no net) wells in progress, and no wells were temporarily suspended.

This information should not be considered indicative of future performance, nor should it be assumed that there is necessarily any correlation between the number of
productive wells drilled and the quantities or economic value of reserves found. Productive wells are those that produce commercial quantities of oil, natural gas or
NGL, regardless of whether they generate a reasonable rate of return.

Productive Wells

The following table sets forth information relating to the productive wells in which the Company owned a working interest as of December 31, 2019. Productive wells
consist of producing wells and wells capable of production, including wells
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awaiting pipeline or other connections to commence deliveries. The number of wells below does not include approximately 2,331 gross productive wells in which the
Company owns a royalty interest only.

Natural Gas Wells 0il Wells Total Wells (1)
Gross Net Gross Net Gross Net
Operated (2) 1,318 1,114 128 95 1,446 1,209
Nonoperated (3) 1,027 305 162 18 1,189 323
2,345 1,419 290 113 2,635 1,532

[¢D] Includes 1,544 gross and 1,016 net wells divested in 2020.
(2 The Company had 4 operated wells with multiple completions at December 31, 2019.

(3 The Company had 1 nonoperated well with multiple completions at December 31, 2019.
Developed and Undeveloped Acreage
The following table sets forth information relating to leasehold acreage as of December 31, 2019:

Developed Acreage Undeveloped Acreage Total Acreage (1)
Gross Net Gross Net Gross Net
(in thousands)

Leasehold acreage 677 377 23 6 700 383
(1) Includes approximately 264 gross and 156 net acres divested in 2020.
Future Acreage Expirations

The Company’s investment in developed and undeveloped acreage comprises numerous leases. The terms and conditions under which the Company maintains
exploration or production rights to the acreage are property-specific, contractually defined and vary significantly from property to property. If production is not
established or the Company takes no other action to extend the terms of the related leases, undeveloped acreage will expire. The Company currently has no material
undeveloped acreage due to expire during the next three years.

Programs are designed to ensure that the exploration potential of any property is fully evaluated before expiration. In some instances, the Company may elect to
relinquish acreage in advance of the contractual expiration date if the evaluation process is complete and there is not a business basis for extension. In cases where
additional time may be required to fully evaluate acreage, the Company has generally been successful in obtaining extensions. The Company utilizes various methods
to manage the expiration of leases, including drilling the acreage prior to lease expiration or extending lease terms.

Production, Price and Cost History

The Company’s natural gas production is primarily sold under short-term, market-sensitive contracts that are typically priced at the published natural gas index for the
producing area plus or minus a differential attributable to the natural gas quality and the proximity to major consuming markets. In certain circumstances, the Company
has entered into natural gas processing contracts whereby the residue natural gas is sold under short-term contracts but the related NGL are sold under long-term
contracts. In all such cases, the residue natural gas and NGL are sold at market-sensitive index prices. As of December 31, 2019, the Company had no natural gas or
NGL delivery commitments under long-term contracts.

The Company’s natural gas production is sold to purchasers under spot price contracts, percentage-of-index contracts or percentage-of-proceeds contracts. Under
percentage-of-index contracts, the Company receives a percentage of the published index price for the producing area for its residue natural gas and NGL. Under

percentage-of-proceeds contracts, the Company receives a percentage of the resale price received by the purchaser for sales of residue natural gas and NGL
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recovered after transportation and processing of natural gas. These purchasers sell the residue natural gas and NGL based primarily on spot market prices.

The Company’s natural gas is transported through its own and third-party gathering systems and pipelines. The Company incurs processing, gathering and
transportation expenses to move its natural gas from the wellhead to a purchaser-specified delivery point. These expenses vary based on the volume, distance shipped

and the fee charged by the third-party processor or transporter.

The Company’s oil production is primarily sold under short-term, market-sensitive contracts that are typically priced at a differential to the New York Mercantile
Exchange (“NYMEX?”) price or at purchaser-posted prices for the producing area. As of December 31, 2019, the Company had no oil delivery commitments under

long-term contracts.

The following table sets forth information regarding total production, average daily production, average prices and average costs for each of the years indicated:

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2018 2017 2017
Total production:
Natural gas (MMcf) 71,968 90,091 118,110 29,223
Qil (MBbls) 617 1,186 5,442 1,191
NGL (MBbls) 2,133 3,762 6,287 1,263
Total (MMcfe) 88,466 119,781 188,481 43,945
Average daily production:
Natural gas (MMcf/d) 197 247 386 495
Oil (MBbls/d) 1.7 3.2 17.8 20.2
NGL (MBbls/d) 5.8 10.3 20.5 214
Total (MMcfe/d) 242 328 616 745
Weighted average prices (unhedged): (1)
Natural gas (Mcf) $ 228 $ 278  $ 269 | $ 3.41
Oil (Bbl) $ 5715  $ 6299 § 4742 | $ 49.16
NGL (Bbl) $ 17.36 $ 25.14 $ 21.28 $ 24.37
Average NYMEX prices:
Natural gas (MMBtu) $ 263 $ 3.09 $ 3.00 | $ 3.66
Oil (Bbl) $ 57.03 §$ 64.77  $ 50.53 | $ 53.04
Costs per Mcfe of production:
Lease operating expenses $ 088 % 1.00 $ 111 | $ 1.13
Transportation expenses $ 073  $ 070 % 060 | $ 0.59
General and administrative expenses (2) $ 070 % 205 % 062 | $ 1.63
Depreciation, depletion and amortization $ 087 $ 079 $ 071 | $ 1.07
Taxes, other than income taxes $ 0.17 $ 0.25 $ 025 | $ 0.34
Total production — discontinued operations:
Equity method investment — Total (MMcfe) (3) — 23,355 9,235 —
California — Total (MMcfe) (4) — — 4,326 1,755

(1) Does not include the effect of gains (losses) on derivatives.
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@) General and administrative expenses for the years ended December 31, 2019, and December 31, 2018, the ten months ended December 31, 2017, and the two months ended
February 28, 2017, include approximately $11 million, $132 million, $41 million and $50 million, respectively, of share-based compensation expenses and approximately $5
million, $27 million, $2 million and $787,000, respectively of severance costs. General and administrative expenses for the year ended December 31, 2018, include approximately
$8 million of Spin-off related costs. In addition, general and administrative expenses for the two months ended February 28, 2017, include expenses incurred by LINN Energy
associated with the operations of Berry Petroleum Company, LLC (“Berry”). On February 28, 2017, LINN Energy and Berry emerged from bankruptcy as stand-alone, unaffiliated
entities.

(3)  Represents the Company’s historical 50% equity interest in Roan. Production of Roan for 2018 is for the period from January 1, 2018 through July 25, 2018. Production of Roan
for 2017 is for the period from September 1, 2017 through December 31, 2017.

(4)  Total production of the Company’s California properties reported as discontinued operations for 2017 is for the period from January 1, 2017 through July 31, 2017.

The following table sets forth information regarding production volumes for fields with greater than 15% of the Company’s total proved reserves for each of the years
indicated:

Year Ended December 31,
2019 2018 2017
Total production:
Hugoton Basin Field:
Natural gas (MMcf) & 33,510 34,363
Oil (MBbls) * 24 45
NGL (MBbls) o 2,581 2,968
Total (MMcfe) * 49,137 52,437
East Texas Basin Field:
Natural gas (MMcf) 14,253 17,355 *
Oil (MBbls) 60 66 o
NGL (MBbls) 130 113 *
Total (MMcfe) 15,393 18,432 -
Sabine Uplift Field: (1)
Natural gas (MMcf) 10,584 & &
Oil (MBbls) 35 * *
NGL (MBbls) 42 o &
Total (MMcfe) 11,047 * *
Anadarko Basin Field: (2)
Natural gas (MMcf) 7,144 * *
Oil (MBbls) 416 * .
NGL (MBbls) 353 * *
Total (MMcfe) 11,759 s -
* Represented less than 15% of the Company’s total proved reserves for the year indicated. The Company sold its properties in the Hugoton Basin Field in November 2019.

(1) North Louisiana.

(@) Excludes royalties.
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Proved Reserves

The following table sets forth estimated proved oil, natural gas and NGL reserves and the standardized measure of discounted future net cash flows at December 31,
2019, based on reserve reports prepared by independent engineers, DeGolyer and MacNaughton:

Proved Reserves

Natural Gas 0il NGL Total
(Bcf) (MMBbls) (MMBbls) (Bcfe)
Proved reserves:
Proved developed reserves 250 2 3 284
Proved undeveloped reserves 31 — — 32
Total proved reserves 281 2 3 316
Standardized measure of discounted future net cash flows (in millions) (1) $ 159
Representative NYMEX prices: (2)
Natural gas (MMBtu) $ 2.58
Oil (Bbl) $ 55.69

(1) This measure is not intended to represent the market value of estimated reserves.

(@ Inaccordance with Securities and Exchange Commission (“SEC”) regulations, reserves were estimated using the average price during the 12-month period, determined as an
unweighted average of the first-day-of-the-month price for each month, excluding escalations based upon future conditions. The average price used to estimate reserves is held
constant over the life of the reserves.

During the year ended December 31, 2019, the Company’s PUDs decreased to 32 Bcfe from 65 Bcfe at December 31, 2018, representing a decrease of approximately
33 Bcfe. The decrease was primarily due to divestitures. Reserves classified as PUDs at December 31, 2018, that were converted to proved developed reserves during
the year ended December 31, 2019, were not material.

Based on the December 31, 2019, reserve reports, the amounts of capital expenditures estimated to be incurred in 2020, 2021 and 2022 to develop the Company’s PUDs
are approximately $5 million, $5 million and $5 million, respectively. The amount and timing of these expenditures will depend on a number of factors, including
actual drilling results, service costs and product prices. None of the 32 Bcfe of PUDs at December 31, 2019, has remained undeveloped for five years or more. All
PUD properties are included in the Company’s current five-year development plan.

Reserve engineering is inherently a subjective process of estimating underground accumulations of oil, natural gas and NGL that cannot be measured exactly. The
accuracy of any reserve estimate is a function of the quality of available data and engineering and geological interpretation and judgment. Accordingly, reserve
estimates may vary from the quantities of oil, natural gas and NGL that are ultimately recovered. Future prices received for production may vary, perhaps significantly,
from the prices assumed for the purposes of estimating the standardized measure of discounted future net cash flows. The standardized measure of discounted future net
cash flows should not be construed as the market value of the reserves at the dates shown. The 10% discount factor required to be used under the provisions of
applicable accounting standards may not be the most appropriate discount factor based on interest rates in effect from time to time and risks associated with the
Company or the oil and natural gas industry. The standardized measure of discounted future net cash flows is materially affected by assumptions regarding the timing of
future production, which may prove to be inaccurate.

The reserve estimates reported herein were prepared by independent engineers, DeGolyer and MacNaughton. The process performed by the independent engineers to
prepare reserve amounts included their estimation of reserve quantities, future production rates, future net revenue and the present value of such future net revenue,
based in part on data provided by the Company. When preparing the reserve estimates, the independent engineering firm did not independently verify the accuracy and
completeness of the information and data furnished by the Company with respect to ownership interests, production, well test data, historical costs of operation and
development, product prices, or any agreements relating to current and future operations of the properties and sales of production. However, if in the course of their
work, something came to their
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attention that brought into question the validity or sufficiency of any such information or data, they did not rely on such information or data until they had satisfactorily

resolved their questions relating thereto. The estimates of reserves conform to the guidelines of the SEC, including the criteria of “reasonable certainty,” as it pertains to
expectations about the recoverability of reserves in future years. The independent engineering firm also prepared estimates with respect to reserve categorization, using
the definitions of proved reserves set forth in Regulation S-X Rule 4-10(a) and subsequent SEC staff interpretations and guidance.

The Company’s internal control over the preparation of reserve estimates is a process designed to provide reasonable assurance regarding the reliability of the
Company’s reserve estimates in accordance with SEC regulations. The preparation of reserve estimates was overseen by the Company’s Director of Reserves and
Business Development who has a Master of Petroleum Engineering degree and 10 years of oil and natural gas industry experience. The reserve estimates were reviewed
and approved by the Company’s senior engineering staff and management, with final approval by its Executive Vice President and Chief Operating Officer. For
additional information regarding estimates of reserves, including the standardized measure of discounted future net cash flows, see “Supplemental Oil and Natural Gas
Data (Unaudited)” in Item 8. “Financial Statements and Supplementary Data.” The Company has not filed reserve estimates with any federal authority or agency, with
the exception of the SEC.

Operational Overview
General

The Company generally seeks to be the operator of its properties so that it can develop drilling programs and optimization projects intended to not only replace
production, but also to add value through reserve and production growth and future operational synergies. Many of the Company’s wells are completed in multiple
producing zones with commingled production and long economic lives.

Principal Customers

For the year ended December 31, 2019, sales to ONEOK Hydrocarbon, L.P. accounted for approximately 19% of the Company’s total revenues. If the Company were
to lose any one of its major oil and natural gas purchasers, the loss could temporarily cease or delay production and sale of its oil and natural gas in that particular
purchaser’s service area. If the Company were to lose a purchaser, it believes it could identify a substitute purchaser. However, if one or more of the large purchasers
ceased purchasing oil and natural gas altogether, it could have a detrimental effect on the oil and natural gas market in general and on the prices and volumes of oil,
natural gas and NGL that the Company is able to sell.

Competition

The oil and natural gas industry is highly competitive. The Company encounters strong competition from other independent operators in contracting for drilling and
other related services, as well as hiring trained personnel. The Company is also affected by competition for drilling rigs and the availability of related equipment. In the
past, the oil and natural gas industry has experienced shortages of drilling rigs, equipment, pipe and personnel, which has delayed development drilling and has caused
significant price increases. The Company is unable to predict when, or if, such shortages may occur or how they would affect its drilling program.

Operating Hazards and Insurance

The oil and natural gas industry involves a variety of operating hazards and risks that could result in substantial losses from, among other things, injury or loss of life,
severe damage to or destruction of property, natural resources and equipment, pollution or other environmental damage, cleanup responsibilities, regulatory
investigation and penalties, and suspension of operations. The Company may be strictly liable for environmental damages caused by previous owners of property it
purchases and leases. As a result, the Company may incur substantial liabilities to third parties or governmental entities, the payment of which could reduce or eliminate
funds otherwise available, or result in the loss of properties. In addition, the Company participates in wells on a non-operated basis, and therefore may be limited in its
ability to control the risks associated with the operation of such wells.

11
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In accordance with customary industry practices, the Company maintains insurance against some, but not all, potential losses. The Company cannot provide assurance
that any insurance it obtains will be adequate to cover any losses or liabilities. The Company has elected to self-insure for certain items for which it has determined that
the cost of available insurance is excessive relative to the risks presented. In addition, pollution and environmental risks generally are not fully insurable. The
occurrence of an event not fully covered by insurance could have a material adverse effect on the Company’s financial position, results of operations and cash

flows. For more information about potential risks that could affect the Company, see Item 1A. “Risk Factors.”

Title to Properties

Prior to the commencement of drilling operations, the Company conducts a title examination and performs curative work with respect to significant defects. To the
extent title opinions or other investigations reflect title defects on those properties, the Company is typically responsible for curing any title defects at its expense prior
to commencing drilling operations. Prior to completing an acquisition of producing leases, the Company performs title reviews on the most significant leases and,
depending on the materiality of properties, the Company may obtain a title opinion or review previously obtained title opinions. As a result, the Company has obtained
title opinions on a significant portion of its properties and believes that it has satisfactory title to its producing properties in accordance with standards generally
accepted in the industry.

Seasonality and Cyclicality

Seasonal weather conditions and lease stipulations can limit the drilling and producing activities and other operations in regions of the U.S. in which the Company
operates. These seasonal conditions can pose challenges for meeting the well drilling objectives and increase competition for equipment, supplies and personnel, which
could lead to shortages and increase costs or delay operations. For example, the Company’s operations may be impacted by ice and snow in the winter and by electrical
storms and high temperatures in the spring and summer, as well as by wild fires in the fall.

The demand for natural gas typically decreases during the summer months and increases during the winter months. Seasonal anomalies sometimes lessen this
fluctuation. In addition, certain natural gas consumers utilize natural gas storage facilities and purchase some of their anticipated winter requirements during the
summer, which can also lessen seasonal demand fluctuations.

Environmental Matters and Regulation

The Company’s operations are subject to the same stringent federal, state and local laws and regulations governing the discharge of materials into the environment or
otherwise relating to environmental protection as other companies in the oil and natural gas industry. These laws and regulations may:

. require the acquisition of various permits before drilling commences;

. require notice to stakeholders of proposed and ongoing operations;

. require the installation of expensive pollution control equipment;

. restrict the types, quantities and concentration of various substances that can be released into the environment in connection with drilling and production
activities;

. limit or prohibit drilling activities on lands located within wilderness, wetlands, areas inhabited by endangered species and other protected areas;

. require remedial measures to prevent pollution from former operations, such as pit closure, reclamation and plugging and abandonment of wells;

. require, with little to no notice, the cessation of fluid disposal operations into disposal wells owned or controlled by the Company, or other disposal wells

that the Company utilizes, which could in turn cause an unexpected, significant increase in the price to dispose of such fluids and/or cause the Company to
shut in proximate producing wells while awaiting disposal capacity;

. impose substantial liabilities for pollution resulting from operations; and

. require preparation of a Resource Management Plan, an Environmental Assessment, and/or an Environmental Impact Statement with respect to operations
affecting federal lands or leases.

These laws and regulations may also restrict the production rate of oil, natural gas and NGL below the rate that would otherwise be possible. The regulatory burden on
the industry increases the cost of doing business and consequently affects
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profitability. Failure to comply with these laws and regulations may trigger a variety of administrative, civil and criminal enforcement measures, including the
assessment of monetary fines or penalties, the imposition of investigatory or remedial requirements, and the issuance of orders enjoining future operations. Moreover,
accidental releases or spills may occur in the course of the Company’s operations, which may result in significant costs and liabilities, including third-party claims for
damage to property, natural resources or persons. Additionally, Congress and federal and state agencies frequently revise environmental laws and regulations, and any
changes that result in more stringent and costly requirements for the oil and natural gas industry could have a significant impact on operating costs.

The environmental laws and regulations applicable to the Company and its operations include, among others, the following U.S. federal laws and regulations:

. Clean Air Act, which governs air emissions;

. Clean Water Act (“CWA”), which governs discharges to and excavations within the waters of the U.S.;

. Comprehensive Environmental Response, Compensation and Liability Act (“CERCLA”), which imposes liability where hazardous releases have occurred
or are threatened to occur (commonly known as “Superfund”);

. The Qil Pollution Act of 1990, which amends and augments the CWA and imposes certain duties and liabilities related to the prevention of oil spills and
damages resulting from such spills;

. Energy Independence and Security Act of 2007, which prescribes new fuel economy standards and other energy saving measures;

. National Environmental Policy Act, which requires federal agencies to consider the potential environmental effects of federal actions, including oil and
natural gas production activities on federal lands;

. Resource Conservation and Recovery Act (“RCRA”), which governs the management of solid waste;

. Safe Drinking Water Act (“SDWA?™), which governs the underground injection and disposal of wastewater;

. Endangered Species Act (“ESA”), which restricts activities that may affect endangered and threatened species or their habitats; and

. U.S. Department of Interior regulations, which impose liability for pollution cleanup and damages.

Various states regulate the drilling for, and the production, gathering and sale of, oil, natural gas and NGL, including imposing production taxes and requiring drilling
permits. States also regulate the method of developing new fields, the spacing and operation of wells and the prevention of waste of resources. States may regulate
rates of production and may establish maximum daily production allowables from wells based on market demand or resource conservation, or both. For example, there
is currently pending before the Oklahoma Corporation Commission a proposal to reduce the statewide proration formula for unallocated gas wells that, alone or together
in a single unit, have a flow rate of 2,000 mcf per day or greater. If this proposal is approved, it could reduce the volumes of natural gas that our upstream segment is
entitled to recover and reduce the volumes flowing to Blue Mountain’s gathering and processing system from producer customers. States do not regulate wellhead prices
or engage in other similar direct economic regulations, but there can be no assurance that they will not do so in the future. The effect of these regulations may be to
limit the amounts of oil, natural gas and NGL that may be produced from the Company’s wells and to limit the number of wells or locations it can drill. The oil and
natural gas industry is also subject to compliance with various other federal, state and local regulations and laws, including those related to occupational safety, resource
conservation and equal opportunity employment.

The Company believes that it substantially complies with all current applicable environmental laws and regulations and that continued compliance with existing
requirements will not have a material adverse impact on its business, financial condition, and results of operations or cash flows. Future regulatory issues that could
impact the Company or its operations include new rules or legislation relating to the items discussed below.

Climate Change

In December 2009, the United States Environmental Protection Agency (“EPA”) determined that emissions of carbon dioxide, methane and other “greenhouse gases”
(“GHG”) present an endangerment to public health and the environment because emissions of such gases are, according to the EPA, contributing to warming of the
earth’s atmosphere and other climatic changes. Based on these findings, the EPA adopted and implemented regulations to restrict emissions of GHGs under existing
provisions of the Clean Air Act, but the future of these regulations is not clear. For example, in May 2016, the EPA finalized rules that set additional emissions limits
for volatile organic compounds (“VOCs”) and established new controls for emissions of methane from new, modified or reconstructed sources in the oil and natural gas
source category, including production, processing, transmission and storage activities. The rules included first-time standards to address
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emissions of methane from equipment and processes across the source category, including hydraulically fractured oil and natural gas well completions. However, in
September 2019, under a new administration, the EPA proposed to remove transmission and storage activities from the purview of the rules, thereby rescinding the VOC
and methane emissions limits applicable to those activities. The proposed rule would also rescind the methane limit emissions for production and processing sources,
but would maintain emissions limits for VOCs. In the alternative, the EPA also proposed to simply rescind the methane requirements for all oil and natural gas sources,
without removing any activities from the source category. A lawsuit filed in April 2018 by a coalition of states in federal district court aiming to force the EPA to
establish guidelines for limiting methane emissions from existing sources in the oil and natural gas sector is pending (as of October 2019, the EPA had requested a stay
of the litigation pending the outcome of its proposed overhaul of the 2016 methane requirements). The EPA has also adopted rules requiring the monitoring and
reporting of GHG emissions from specified sources in the U.S., including certain onshore oil and natural gas production facilities, on an annual basis.

On an international level, the U.S. was one of 175 countries to sign an international climate change agreement in Paris, France that requires member countries to set
their own GHG emission reduction goals beginning in 2020 (the “Paris Agreement”). However, on June 1, 2017, President Trump announced that the U.S. would
withdraw from the Paris Agreement, and on November 4, 2019, the U.S. submitted formal notification of its withdrawal to the United Nations. The withdrawal will
take effect one year from delivery of the notification, although there is a possibility that a new administration could choose to rejoin the Paris Agreement. Certain U.S.
city and state governments have announced their intention to satisfy their proportionate obligations under the Paris Agreement. In addition, legislation has from time to
time been introduced in Congress that would establish measures restricting GHG emissions in the U.S., and a number of states, various corporations, and numerous
investors have begun taking actions to control and/or reduce emissions of GHGs. Any such additional regulation could lead to operational delays, increased operating
costs and additional regulatory burdens, and reduced production of oil and natural gas, which could adversely affect our business, financial position, results of
operations and net cash provided by operating activities.

Any legislation or regulatory programs to reduce GHG emissions could increase the cost of consuming, and thereby reduce demand for, the oil and natural gas the
Company produces. Consequently, legislation and regulatory programs to reduce emissions of GHGs could have an adverse effect on the Company’s business, financial
condition and results of operations. Moreover, incentives to conserve energy or use alternative energy sources as a means of addressing climate change could reduce
demand for the oil and natural gas the Company produces. In addition, parties concerned about the potential effects of climate change have directed their attention at
sources of funding for energy companies, which has resulted in certain financial institutions, funds and other sources of capital, restricting or eliminating their
investment in oil and natural gas activities. Finally, most scientists have concluded that increasing concentrations of GHGs in the Earth’s atmosphere may produce
climate changes that have significant physical effects, such as increased frequency and severity of storms, floods and other climatic events. If any such effects were to
occur, they could adversely affect or delay demand for the oil or natural gas produced or cause the Company to incur significant costs in preparing for or responding to
those effects.

Hydraulic Fracturing

Hydraulic fracturing is an important and common practice that is used to stimulate production of hydrocarbons from tight formations. The process involves the
injection of water, sand and chemicals under pressure into formations to fracture the surrounding rock and stimulate production. The Company performs hydraulic
fracturing as part of its operations. Hydraulic fracturing operations have historically been overseen by state regulators as part of their oil and natural gas regulatory
programs. However, in February 2014, the EPA published permitting guidance under the SDWA addressing the use of diesel in fracturing hydraulic operations, and in
May 2014, the EPA issued an advance notice of proposed rulemaking under the Toxic Substances Control Act (“TSCA”) relating to chemical substances and mixtures
used in oil and natural gas exploration or production. Further, in March 2015, the Department of the Interior’s Bureau of Land Management (“BLM”) adopted a rule
requiring, among other things, public disclosure to the BLM of chemicals used in hydraulic fracturing operations after fracturing operations have been completed and
strengthening standards for well-bore integrity and management of fluids that return to the surface during and after fracturing operations on federal and Indian

lands. Following years of litigation, the BLM rescinded the rule in December 2017; however, that rescission has been challenged by several environmental groups and
states in ongoing litigation (oral arguments were heard in the case in January 2020 after a long hiatus). In addition, from time to time legislation has been introduced
before Congress that would provide for federal regulation of hydraulic fracturing and would require disclosure of the chemicals used in the fracturing process. If
enacted, these or similar laws or regulations could result in additional permitting requirements for hydraulic fracturing operations as well as various restrictions on those

14



Table of Contents

Item 1. Business - Continued

operations. These permitting requirements and restrictions could result in delays in operations at well sites and also increased costs to make wells productive.

There may be other attempts to further regulate hydraulic fracturing under the SDWA, TSCA and/or other statutory or regulatory mechanisms. In December 2016, the
EPA released its final report on the potential impacts of hydraulic fracturing on drinking water resources, concluding that “water cycle” activities associated with
hydraulic fracturing may impact drinking water resources under certain circumstances. Moreover, some states and local governments have adopted, and other states and
local governments are considering adopting, regulations that could restrict hydraulic fracturing in certain circumstances. For example, many states in which the
Company operates have adopted disclosure regulations requiring varying degrees of disclosure of the constituents in hydraulic fracturing fluids. In addition, the
regulation or prohibition of hydraulic fracturing is the subject of significant political activity in a number of jurisdictions, some of which have resulted in tighter
regulation, bans, and/or recognition of local government authority to implement such restrictions. In many instances, litigation has ensued, some of which remains
pending. If new laws or regulations that significantly restrict or ban hydraulic fracturing are adopted, such laws could make it more difficult or costly for the Company
to perform fracturing to stimulate production from tight formations. In addition, any such additional regulation could lead to operational delays, increased operating
costs and additional regulatory burdens, and reduced production of oil and natural gas, which could adversely affect the Company’s revenues, results of operations and
net cash provided by operating activities.

Hydraulic fracturing operations require the use of a significant amount of water. The Company’s inability to locate sufficient amounts of water, or dispose of or recycle
water used in its drilling and production operations, could adversely impact its operations. Moreover, new environmental initiatives and regulations could include
restrictions on the Company’s ability to conduct certain operations such as hydraulic fracturing or disposal of waste, including, but not limited to, produced water,
drilling fluids and other wastes associated with the development or production of natural gas.

The Company disposes of wastewater generated from oil and natural gas production operations, including hydraulic fracturing operations, directly or through the use of
third parties. In some instances, the operation of underground injection or large volume disposal wells has been alleged to cause earthquakes in some of the states where
the Company operates. Such issues have sometimes led to orders prohibiting continued injection or disposal or the suspension of drilling in certain wells identified as
possible sources of seismic activity. Such concerns also have resulted in stricter regulatory requirements in some jurisdictions relating to the location and operation of
underground injection wells. For example, Oklahoma issued rules for wastewater disposal wells that imposed certain permitting and operating restrictions, required
additional seismicity protocols in certain defined areas, and from time to time, directs certain injection wells in proximity to seismic events to restrict or suspend
operations. Future orders or regulations addressing concerns about seismic activity from well injection or water disposal could affect the Company, either directly or
indirectly, depending on the wells affected, which materially affect its capital expenditures and operating costs.

Solid and Hazardous Waste

Although oil and natural gas wastes generally are exempt from regulation as hazardous wastes under RCRA and some comparable state statutes, it is possible some
wastes the Company generates presently or in the future may be subject to regulation under RCRA or other applicable statutes. The EPA and various state agencies
have limited the disposal options for certain wastes, including hazardous wastes, and there is no guarantee that the EPA or the states will not adopt more stringent
requirements in the future. For example, in December 2016, the EPA and several environmental groups entered into a consent decree to address the EPA’s alleged
failure to timely assess its regulations exempting certain exploration and production related oil and gas wastes from regulation as hazardous wastes under RCRA. The
consent decree required the EPA to propose a rulemaking for revision of certain regulations pertaining to oil and gas wastes or to sign a determination that revision of
the regulations is not necessary, and in April of 2019 the EPA made the determination that revisions to the regulations were not necessary at that time, concluding that
any adverse effects related to oil and gas waste were more appropriately and readily addressed within the framework of existing state regulatory

programs. Furthermore, certain wastes generated by the Company’s oil and natural gas operations that are currently exempt from designation as hazardous wastes may
in the future be designated as hazardous wastes under RCRA or other applicable statutes, and therefore be subject to more rigorous and costly operating and disposal
requirements.

In addition, CERCLA, also known as the Superfund law, imposes cleanup obligations, without regard to fault or the legality of the original conduct, on certain classes of
persons that are considered to be responsible for the release of a “hazardous substance” into the environment. These persons include the owner or operator of the

disposal site or sites where the release

15



Table of Contents

Item 1. Business - Continued

occurred and companies that transported or disposed of or arranged for the transport or disposal of the hazardous substances found at the site. Persons who are or were
responsible for releases of hazardous substances under CERCLA and any state analogs may be subject to joint and several liability 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 corresponding common law claims for personal injury and property damage allegedly caused by the hazardous substances released into the
environment. While petroleum and crude oil fractions are not included in the definition of hazardous substances under CERCLA and some of its state analogs because
of the so-called “petroleum exclusion,” adulterated petroleum products containing other hazardous substances have been treated as hazardous substances under
CERCLA in the past.

Endangered Species Act

Some of the Company’s operations may be located in areas that are designated as habitats for endangered or threatened species under the ESA. In February 2016, the
U.S. Fish and Wildlife Service published a final policy which alters how it identifies critical habitat for endangered and threatened species. A critical habitat designation
could result in further material restrictions to federal and private land use and could delay or prohibit land access or development. Moreover, the U.S. Fish and Wildlife
Service continues to make listing decisions and critical habitat designations where necessary, including for over 250 species as required under a 2011 settlement
approved by the U.S. District Court for the District of Columbia, and many hundreds of additional anticipated listing decisions have already been identified beyond
those recognized in the 2011 settlement. The Company believes that it is currently in substantial compliance with the ESA. However, the designation of previously
unprotected species as being endangered or threatened, if located in the areas of the Company’s operations, could cause the Company to incur additional costs or
become subject to operating restrictions in areas where the species are known to exist.

Air Emissions

The New Source Performance Standards and National Emission Standards for Hazardous Air Pollutants programs under the Clean Air Act impose specific requirements
affecting the oil and gas industry under programs for compressors, controllers, dehydrators, storage tanks, natural gas processing plants, completions, and certain other
equipment and processes. Periodic review and revision of these and other rules by federal and state agencies may require changes to the Company’s operations,
including possible installation of new equipment to control emissions. For example, as described above, in May 2016, the EPA finalized rules to reduce methane and
VOC emissions from new, modified or reconstructed sources in the oil and natural gas sector; however, in September 2019, under a new administration, the EPA
published proposed amendments that would rescind the methane standards and roll back other requirements of the rules. Similarly, in September 2018, the BLM issued
a rule that relaxes or rescinds certain requirements of regulations it previously enacted to reduce methane emissions from venting, flaring, and leaks during oil and gas
operations on public lands; California and New Mexico have challenged the rule in ongoing litigation. In addition, in April 2018, a coalition of states filed a lawsuit
aiming to force the EPA to establish guidelines for limiting methane emissions from existing sources in the oil and natural gas sector; that lawsuit is pending but may be
stayed pending the outcome of the EPA’s proposed overhaul of the 2016 rules. Several states are pursuing similar measures to regulate emissions of methane from new
and existing sources within the oil and natural gas source category. In addition, in June 2016, the EPA finalized rules regarding criteria for aggregating multiple small
surface sites into a single source for air-quality permitting purposes applicable to the oil and gas industry. This rule could cause small facilities, on an aggregate basis, to
be deemed a major source, thereby triggering more stringent air permitting requirements. Further, the EPA lowered the National Ambient Air Quality Standard
(“NAAQS”) for ozone from 75 to 70 parts per billion in October 2015. State implementation of the revised NAAQS could result in stricter permitting requirements or
delay, or limit the Company’s ability to obtain permits, and result in increased expenditures for pollution control equipment. Compliance with these and other air
pollution control and permitting requirements has the potential to delay the development of oil and natural gas projects and increase the Company’s costs of
development, which costs could be significant.

Water Resources

The CWA and analogous state laws restrict the discharge of pollutants, including produced waters and other oil and natural gas wastes, into “waters of the United
States” (“WOTUS”). Under the CWA, permits must be obtained for the discharge of pollutants into WOTUS. The CWA provides for administrative, civil and criminal
penalties for unauthorized discharges, both routine and accidental, of pollutants and of oil and hazardous substances. It imposes substantial potential liability for the

costs of removal or remediation associated with discharges of oil or hazardous substances. State laws governing discharges
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to water also provide varying civil, criminal and administrative penalties and impose liabilities in the case of a discharge of petroleum or its derivatives, or other
hazardous substances, into state waters. In addition, the EPA has promulgated regulations that may require permits to discharge storm water runoff, including
discharges associated with construction activities. The CWA also prohibits the discharge of fill materials to regulated waters including wetlands without a permit. The
EPA and the Army Corps of Engineers published a rule to revise the definition of WOTUS for all CWA programs, which went into effect in August 2015, which was
stayed nationwide in October 2015 pending several legal challenges to the rule. In January 2018, the U.S. Supreme Court ruled that the rule revising the WOTUS
definition must be reviewed first in the federal district courts, which resulted in a withdrawal of the stay by the Sixth Circuit. In October 2019, the EPA published a
final rule repealing the rule revising the WOTUS definition, which became effective on December 23, 2019 and has already been challenged in federal district courts in
New Mexico, New York, and South Carolina. In January 2020, the EPA announced a final rule redefining WOTUS. Several groups have already announced their
intentions to challenge this rule as well. To the extent the repeal and revision rules are successfully challenged or the August 2015 rule is enforced in jurisdictions in
which the Company operates or a replacement rule expands the scope of the CWA’s jurisdiction, the Company could face increased costs and delays with respect to
obtaining permits for dredge and fill activities in wetland areas.

Also, in June 2016, the EPA finalized wastewater pretreatment standards that prohibit onshore unconventional oil and natural gas extraction facilities from sending
wastewater to publicly-owned treatment works. This restriction of disposal options for hydraulic fracturing waste and other changes to CWA requirements may result in
increased costs.

Economic Regulation

Regulation of pipeline gathering and transportation services, natural gas, NGLs, and crude oil sales, and transportation of natural gas, NGLs, and crude oil may affect
certain aspects of the Company’s business and the market for its products and services.

Regulation of Interstate Natural Gas Pipelines

Blue Mountain Midstream owns and operates the Blue Mountain Delivery Line, which is a natural gas pipeline that extends approximately 10 miles from the Blue
Mountain Chisholm Trail Cryogenic Gas Complex to delivery points on the interstate pipelines owned and operated by Southern Star Central Gas Pipeline, Inc. and
Enable Gas Transmission, LLC. Blue Mountain Midstream has obtained a limited jurisdiction certificate of public convenience and necessity under the Natural Gas Act
of 1938 (“NGA”) for the Blue Mountain Delivery Line. In the certificate order, among other things, the Federal Energy Regulatory Commission (“FERC”) waived
requirements pertaining to the filing of an initial rate for service, the filing of a tariff and compliance with specified FERC accounting and reporting requirements. As
such, the Blue Mountain Delivery Line is not currently subject to conventional FERC rate regulation; to requirements FERC imposes on “open access” interstate natural
gas pipelines; to the obligation to file and maintain a tariff; or to the obligation to conform to certain business practices and to file certain reports. If, however, the
Company receives a bona fide request for firm service on the Blue Mountain Delivery Line from a third party, FERC would reexamine the waivers it has granted the
Company and would require the Company to file for authorization to offer “open access” transportation under its regulations, which would impose additional costs upon
the Company.

Gathering Pipeline Regulation

The Company’s natural gas gathering operations are typically subject to ratable take and common purchaser statutes in the states in which it operates. The common
purchaser statutes generally require gathering pipelines to purchase or take without undue discrimination as to source of supply or producer. These statutes are designed
to prohibit discrimination in favor of one producer over another or one source of supply over another. The regulations under these statutes can have the effect of
imposing some restrictions on the Company’s ability as an owner of gathering facilities to decide with whom it contracts to gather natural gas. The states in which the
Company operates have adopted complaint-based regulation of natural gas gathering activities, which allows natural gas producers and shippers to file complaints with
state regulators in an effort to resolve grievances relating to gathering access and rate discrimination. The rates the Company charges for gathering are deemed just and
reasonable unless challenged in a complaint. The Company cannot predict whether such a complaint will be filed against it in the future. Failure to comply with state
regulations can result in the imposition of administrative, civil and criminal penalties.
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Section 1(b) of the NGA exempts natural gas gathering facilities from regulation as a natural gas company by FERC under the NGA. Although the FERC has not made
any formal determinations with respect to any of the Company’s facilities, the Company believes that the natural gas pipelines in its gathering systems meet the
traditional tests FERC has used to establish a pipeline’s status as a gatherer not subject to regulation as a natural gas company.

Natural Gas Processing

The Company’s natural gas processing operations are not presently subject to FERC regulation. There can be no assurance, however, that its processing operations will
continue to be exempt from other FERC regulation in the future.

Sales of Natural Gas, NGLs and Crude Oil

The price at which the Company buys and sells natural gas, NGLs and crude oil is currently not subject to federal rate regulation and, for the most part, is not subject to
state rate regulation. However, with regard to the Company’s physical purchases and sales of these energy commodities and any related hedging activities that it
undertakes, it is required to observe anti-market manipulation laws and related regulations enforced by FERC, the Commodities Futures Trading Commission
(“CFTC”), and/or the Federal Trade Commission (“FTC”). See “~Other Federal Laws and Regulations Affecting the Company’s Industry—EP Act 2005” and “—Other
Federal Laws and Regulations Affecting the Company’s Industry—Derivatives Regulation.” Should the Company violate the anti-market manipulation laws and
regulations, it could also be subject to related third-party damage claims by, among others, market participants, sellers, royalty owners and taxing authorities.

Other State and Local Regulation of Operations

The Company’s business activities are subject to various state and local laws and regulations, as well as orders of regulatory bodies pursuant thereto, governing a wide
variety of matters, including marketing, production, pricing, community right-to-know, protection of the environment, safety and other matters.

Other Federal Laws and Regulations Affecting the Company’s Industry

The Energy Policy Act of 2005 (the “EP Act 2005”) is a comprehensive compilation of tax incentives, authorized appropriations for grants and guaranteed loans, and
significant changes to the statutory policy that affects all segments of the energy industry. Among other matters, the EP Act 2005 amended the NGA to add an anti-
market manipulation provision which makes it unlawful for any entity to engage in prohibited behavior to be prescribed by FERC, and furthermore provides FERC with
additional civil penalty authority. The EP Act 2005 provides FERC with the power to assess civil penalties of up to $1 million per day for violations of the NGA and $1
million per violation per day for violations of the Natural Gas Policy Act (“NGPA”), each subject to annual adjustment to account for inflation. The civil penalty
provisions are applicable to entities that engage in the sale of natural gas for resale in interstate commerce. In 2006, FERC issued Order No. 670 to implement the anti-
market manipulation provision of the EP Act 2005. Order No. 670 does not apply to activities that relate only to intrastate or other non-jurisdictional sales or gathering,
but does apply to activities of gas pipelines and storage companies that provide interstate services, as well as otherwise non-jurisdictional entities to the extent their
activities are conducted “in connection with” gas sales, purchases or transportation subject to FERC jurisdiction.

Additional proposals and proceedings that might affect the natural gas industry are pending before Congress, FERC and the courts. The Company cannot predict the
ultimate impact of these or the above regulatory changes to its natural gas operations. The Company does not believe that it would be affected by any such FERC action
materially differently than other upstream and midstream natural gas companies with whom it competes.

Pipeline Safety Regulations

Some of the Company’s pipelines are subject to regulation by the Pipeline and Hazardous Materials Safety Administration (“PHMSA”) pursuant to the Natural Gas
Pipeline Safety Act of 1968 (“NGPSA”) with respect to natural gas, and the Hazardous Liquids Pipeline Safety Act of 1979, (“HLPSA™) with respect to crude oil and
NGLs. Both the NGPSA and the HLPSA have subsequently been amended legislatively and are implemented through regulations promulgated by the PHMSA

(collectively, “Pipeline Safety Laws”). These laws and regulations establish minimum safety requirements in the design,
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construction, operation and maintenance of certain natural gas, crude oil and NGL pipeline facilities, as well as requirements for inspections and pipeline integrity

For example, pipeline operators must implement integrity management programs, including frequent inspections and other measures to ensure pipeline safety in high-
consequence areas (“HCAs”), such as:

. perform ongoing assessments of pipeline integrity;

. identify and characterize applicable threats to pipeline segments that could impact a HCA;
. improve data collection, integration and analysis;

. repair and remediate pipelines as necessary; and

. implement preventive and mitigating actions.

The PHMSA has issued rules applying safety regulations to certain rural low-stress hazardous liquid pipelines that were not covered previously by its regulations. In
October 2019, PHMSA finalized rules addressing integrity management requirements and applying new safety regulations to hazardous liquid pipelines, including a
requirement that operators inspect affected pipelines following extreme weather events or natural disasters, that all hazardous liquid pipelines have a system for
detecting leaks and that pipelines in high consequence areas be capable of accommodating in-line inspection tools within 20 years. Further regulatory changes have
been directed by Congress in other areas where the PHMSA has yet to take final action, notably requirements for certain shut-off valves on transmission lines, mapping
all HCAs, and shortening the deadline for accident and incident notifications.

Violations of the Pipeline Safety Laws are punishable by administrative civil penalties of $218,647 per violation per day, with a maximum of $2,186,465 for a series of
violations. The PHMSA may also issue corrective orders to pipeline operators to enforce compliance with the Pipeline Safety Laws. In 2016, Congress amended the
Pipeline Safety Laws to, among other things, grant the PHMSA authority to issue emergency orders requiring owners and operators of regulated pipeline facilities to
address imminent hazards without prior notice or an opportunity for a hearing, as well as enhanced release reporting requirements. PHMSA finalized a rulemaking
implementing this new authority in October 2019. In April 2016, PHMSA published a notice of proposed rulemaking, addressing natural gas transmission and
gathering lines, and PHMSA issued a final rule with respect to natural gas transmission lines in October 2019. PHMSA has yet to finalize this rulemaking with respect
to gathering lines, although it expects to do so later in 2020. With respect to transmission pipelines, the final rule changes integrity management requirements, expands
assessment and repair requirements to pipelines in “moderate-consequence areas,” including areas of medium population density, and increases requirements for
monitoring and inspection of pipeline segments not located in HCAs. The final rule also requires that records or other data relied on to determine operating pressures
must be traceable, verifiable and complete. If the pending gathering pipeline portion of the rulemaking leads to a final rule that applies similar requirements to our
gathering lines, then locating such records and, in the absence of any such records, verifying maximum pressures through physical testing or modifying or replacing
facilities, could significantly increase the Company’s costs. Failure to locate such records or verify maximum pressures could also result in the reduction of allowable
operating pressures, which would reduce available capacity on the Company’s pipelines. As PHMSA has yet to finalize this rulemaking as applied to gathering lines,
however, the contents and timing of any final rule, as well as their effects on the Company, are uncertain.

The federal Pipeline Safety Laws largely preempt state regulation of pipeline safety for interstate lines but most states are certified by the U.S. Department of
Transportation to assume responsibility for enforcing federal intrastate pipeline regulations and inspection of intrastate pipelines. States may adopt stricter standards for
intrastate pipelines than those imposed by the federal government for interstate lines; however, states vary considerably in their authority and capacity to address
pipeline safety. State standards may include requirements for facility design and management in addition to requirements for pipelines. The Company does not
anticipate any significant difficulty in complying with applicable state laws and regulations.

The Company’s natural gas pipelines have inspection and compliance programs designed to keep the facilities in compliance with pipeline safety and pollution control
requirements. The Company regularly reviews all existing and proposed pipeline safety requirements and works to incorporate the new requirements into procedures
and budgets. The Company expects to incur increasing regulatory compliance costs, based on the intensification of the regulatory environment and upcoming changes
to regulations. Costs may also be incurred if there were an accidental release of a commodity transported by the Company’s system, or if a regulatory inspection
identified a deficiency in the Company’s required programs.
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Worker Safety

The Occupational Safety and Health Act (“OSHA”) and analogous state laws regulate the protection of the safety and health 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 the Company’s operations. For example, under a new OSHA standard limiting respirable
silica exposure, the oil and gas industry must implement engineering controls and work practices to limit exposures below the new limits by June 2021. Failure to
comply with OSHA requirements can lead to the imposition of penalties.

Derivatives Regulation

Comprehensive financial reform legislation was signed into law by the President on July 21, 2010, (“Dodd-Frank Act”). The legislation called for the CFTC to regulate
certain markets for derivative products, including over-the-counter derivatives. While many rules implementing the Dodd-Frank Act have been finalized, some have
not, and as a result, the final form of the regulatory regime for commodity derivatives remains uncertain.

Position limits for certain energy commodity futures and options contracts, as well as economically equivalent swaps, futures and options, are subject to ongoing
rulemaking activities. The CFTC’s original position-limits rule was vacated and remanded by a federal district court in 2012. The CFTC subsequently proposed new
rules in November 2013, which it supplemented in June 2016, and then reproposed in revised form in December 2016. In January 2020, the CFTC withdrew the 2013
proposal, the 2016 supplement, and the 2016 reproposal, and issued a new proposed rule, which includes limits on positions in (1) certain “Core Referenced Futures
Contracts,” including contracts for several energy commodities; (2) futures and options on futures that are directly or indirectly linked to the price of a Core Referenced
Futures Contract, or to the same commodity for delivery at the same location as specified in that Core Referenced Futures Contract; and (3) economically equivalent
swaps. The proposal also includes exemptions from position limits for bona fide hedging activities, which we expect we will qualify for if the exemptions are finalized
as currently proposed. As the proposal is not yet final, the impact of the proposed rule on the Company and its counterparties is uncertain at this time.

The CFTC requires that market participants must clear certain interest rate swaps and credit default swaps, but clearing is not required for physical commodity

swaps. The CFTC also requires certain market participants to maintain minimum margin requirements for uncleared swaps. The Company qualifies for end-user
exceptions from both the clearing and margin requirements, although the application of these rules to other market participants, such as swap dealers, may affect the cost
and availability of the swaps the Company uses for hedging. In addition, if any of the Company’s swaps do not qualify for the end-user exceptions in the future, then
the Company may be required to clear such transactions or execute them on a derivatives contract market or swap execution facility and post collateral, which could
impact the Company’s liquidity.

Although the Company cannot predict the ultimate outcome of remaining Dodd-Frank Act rulemakings, or of any new rules that may be proposed pursuant to the Dodd-
Frank Act, to the extent they are applicable to the Company or its derivative counterparties, they may result in increased costs and cash collateral requirements for the
types of derivative instruments the Company uses to manage its financial and commercial risks related to fluctuations in commodity prices.

The Company’s derivatives activities and sales of oil and natural gas are also subject to anti-manipulation and anti-disruptive-practices authority under (i) the
Commodity Exchange Act (“CEA”), as amended by the Dodd-Frank Act, and regulations promulgated thereunder by the CFTC, and (ii) the Energy Independence and
Security Act of 2007 (“EISA”) and regulations promulgated thereunder by the FTC. The CEA, as amended by the Dodd-Frank Act, prohibits any person from using or
employing any manipulative or deceptive device in connection with any swap, or a contract of sale of any commodity, or for future delivery on such commodity. It also
prohibits knowingly delivering or causing to be delivered false, misleading or inaccurate reports concerning market information or conditions that affect or tend to affect
the price of any commodity. The FTC’s Petroleum Market Manipulation Rule, issued pursuant to the EISA, prohibits fraudulent or deceptive conduct in connection
with wholesale purchases or sales of crude oil or refined petroleum products. Fines for violations of the CEA and the EISA can be up to $1 million per day per
violation, subject to adjustment for inflation, and certain knowing or willful violations may also lead to a felony conviction.
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Future Impacts and Current Expenditures

The Company cannot predict how future environmental laws and regulations may impact its properties or operations. For the year ended December 31, 2019, the
Company did not incur any material capital expenditures for installation of remediation or pollution control equipment at any of its facilities. The Company is not aware
of any environmental issues or claims that will require material capital expenditures during 2020 or that will otherwise have a material impact on its financial position,
results of operations or cash flows.

Employees

As of December 31, 2019, the Company employed approximately 250 personnel. None of the employees are represented by labor unions or covered by any collective
bargaining agreement. The Company believes that its relationship with its employees is satisfactory.

Principal Executive Offices

The Company is a Delaware corporation with headquarters in Houston, Texas. The principal executive offices are located at 600 Travis, Suite 1700, Houston, Texas
77002. The main telephone number is (281) 840-4000.

Available Information

The Company’s internet website is www.rivieraresourcesinc.com. The Company’s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K, and any amendments to these reports and all other filings pursuant to Section 13(a) or 15(d) of the Exchange Act, as amended, are available free of charge on
or through its website as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC. Information on the Company’s website should
not be considered a part of, or incorporated by reference into, this Annual Report on Form 10-K.

The SEC maintains an internet website that contains reports, proxy and information statements, and other information regarding the Company at www.sec.gov.

Cautionary Statement Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements that are subject to a number of risks and uncertainties, many of which are beyond the
Company’s control. These statements may include discussions about the Company’s:

. business strategy;

. acquisition and disposition strategy;

. financial strategy;

. ability to comply with the covenants under the Credit Facilities;

. effects of legal proceedings;

. drilling locations;

. oil, natural gas and NGL reserves;

. realized oil, natural gas and NGL prices;

. production volumes;

. midstream asset construction;

. key relationships with third parties relating to its midstream business;
. commitments under its midstream operations;

. capital expenditures;

. economic and competitive advantages;

. credit and capital market conditions;

. regulatory changes;

. lease operating expenses, general and administrative expenses and development costs;
. future operating results;

. plans, objectives, expectations and intentions; and

. taxes.
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All of these types of statements, other than statements of historical fact included in this Annual Report on Form 10-K, are forward-looking statements. These forward-
looking statements may be found in Item 1. “Business;” Item 1A. “Risk Factors;” Item 7. “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and other items within this Annual Report on Form 10-K. In some cases, forward-looking statements can be identified by terminology such as “may,”
“will,” “could,” “should,” “expect,” “plan,” “project, estimate,” “predict,” “potential,” “pursue,” “target,” “continue,” the negative of
such terms or other comparable terminology.

» s

intend,” “anticipate,” “believe,

» & » ” » &«

The forward-looking statements contained in this Annual Report on Form 10-K are largely based on Company expectations, which reflect estimates and assumptions
made by Company management. These estimates and assumptions reflect management’s best judgment based on currently known market conditions and other

factors. Although the Company believes such estimates and assumptions to be reasonable, they are inherently uncertain and involve a number of risks and uncertainties
beyond its control. In addition, management’s assumptions may prove to be inaccurate. The Company cautions that the forward-looking statements contained in this
Annual Report on Form 10-K are not guarantees of future performance, and it cannot assure any reader that such statements will be realized or the events will

occur. Actual results may differ materially from those anticipated or implied in forward-looking statements due to factors set forth in Item 1A. “Risk Factors” and
elsewhere in this Annual Report on Form 10-K. The forward-looking statements speak only as of the date made and, other than as required by law, the Company
undertakes no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future events or otherwise.
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Our business has many risks. Factors that could materially adversely affect our business, financial condition, operating results or liquidity and the trading price of our
shares are described below. This information should be considered carefully, together with other information in this report and other reports and materials we file with
the SEC.

Business Risks

Commodity prices are volatile, and prolonged depressed prices or a further decline in prices would reduce our revenues, profitability and net cash provided by
operating activities and would significantly affect our financial condition and results of operations.

Our revenues, profitability, cash flow and the carrying value of our properties depend on the prices of and demand for oil, natural gas and NGL. Historically, the oil,
natural gas and NGL markets have been very volatile and are expected to continue to be volatile in the future, and prolonged depressed prices or a further decline in
prices will significantly affect our financial results and impede our growth. Changes in oil, natural gas and NGL prices have a significant impact on the value of our
reserves and on our net cash provided by operating activities. In addition, revenues from certain wells may exceed production costs and nevertheless not generate
sufficient return on capital. Prices for these commodities may fluctuate widely in response to relatively minor changes in the supply of and demand for them, market
uncertainty and a variety of additional factors that are beyond our control, such as:

. the domestic and foreign supply of and demand for oil, natural gas and NGL;

. the price and level of foreign imports;

. the level of consumer product demand;

. weather conditions;

. overall domestic and global economic conditions;

. political and economic conditions in oil and natural gas producing and consuming countries;

. the ability of members of the Organization of Petroleum Exporting Countries to agree to and maintain price and production controls;
. the impact of the U.S. dollar exchange rates on oil, natural gas and NGL prices;

. technological advances affecting energy consumption;

. domestic and foreign governmental regulations and taxation;

. the impact of energy conservation efforts;

. the proximity and capacity of pipelines and other transportation facilities;

. activities by non-governmental organizations to restrict the exploration, development, and production of oil and natural gas; and
. the price and availability of alternative fuels.

Prolonged depressed prices or a further decline in prices would reduce our revenues, profitability and net cash provided by operating activities and would significantly
affect our financial condition and results of operations.

Future declines in commodity prices, changes in expected capital development, increases in operating costs or adverse changes in well performance may result in
write-downs of the carrying amounts of our assets, which could materially and adversely affect our results of operations in the period incurred.

We evaluate the impairment of our oil and natural gas properties on a field-by-field basis whenever events or changes in circumstances indicate that the carrying value
may not be recoverable. Future declines in oil, natural gas and NGL prices, changes in expected capital development, increases in operating costs or adverse changes in
well performance, among other things, may result in us having to make material write-downs of the carrying amounts of our assets, which could materially and
adversely affect our results of operations in the period incurred.

Disruptions in the capital and credit markets, continued low commodity prices and other factors may restrict our ability to raise capital on favorable terms, or at all.
Disruptions in the capital and credit markets, in particular with respect to companies in the energy sector, could limit our ability to access these markets or may
significantly increase our cost to borrow. Continued low commodity prices, among other factors, have caused some lenders to increase interest rates, enact tighter

lending standards which we may not satisfy,
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and in certain instances have reduced or ceased to provide funding to borrowers. If we are unable to access the capital and credit markets on favorable terms or at all, it
could adversely affect our business and financial condition.

We may not be able to obtain funding under the Credit Facilities because of a decrease in our borrowing base, or obtain new financing, which could adversely
daffect our operations and financial condition.

The Riviera Credit Facility provides for a senior secured reserve-based revolving loan facility with a borrowing base of $90 million at December 31, 2019. The
maximum commitment amount was $500 million at December 31, 2019. As of December 31, 2019, there were no borrowings outstanding under the Riviera Credit
Facility and there was approximately $89 million of available borrowing capacity (which includes a reduction of approximately $701,000 for outstanding letters of
credit). As of January 31, 2020, these amounts were unchanged.

Redeterminations of the borrowing base under the Riviera Credit Facility are based primarily on reserve reports using lender commodity price expectations at such
time. The borrowing base will be redetermined semi-annually, on April 1 and October 1. The next scheduled borrowing base redetermination will take place on

April 1, 2020. Any reduction in the borrowing base will reduce our available liquidity, and, if the reduction results in the outstanding amount under the Riviera Credit
Facility exceeding the borrowing base, we will be required to prepay an amount equal to the excess. We may not have the financial resources in the future to make such
mandatory prepayments required under the Riviera Credit Facility, which could result in an event of default.

In addition, Blue Mountain Midstream has a senior secured revolving loan facility (the “Blue Mountain Credit Facility”) with a borrowing base of $200 million at
December 31, 2019. The maximum commitment amount was $200 million at December 31, 2019. The Blue Mountain Credit Facility also provides for the ability to
increase the aggregate commitments of the lenders to up to $400 million, subject to obtaining commitments for any such increase, which may result in an increase in
Blue Mountain Midstream’s available borrowing capacity. As of December 31, 2019, total borrowings outstanding under the Blue Mountain Credit Facility were
approximately $70 million and there was approximately $117 million of available borrowing capacity (which includes a $13 million reduction for outstanding letters of
credit). As of January 31, 2020, there were $73 million borrowings outstanding under the Blue Mountain Credit Facility, and there was approximately $115 million of
available borrowing capacity (which includes a $12 million reduction for outstanding letters of credit). The Blue Mountain Credit Facility together with the Riviera
Credit Facility, are referred to as the “Credit Facilities”).

In the future, we may not be able to access adequate funding under our Credit Facilities as a result of (i) a decrease in our borrowing base due to the outcome of a
borrowing base redetermination or (ii) an unwillingness or inability on the part of our lending counterparties to meet their funding obligations. Since the process for
determining the borrowing base under the Riviera Credit Facility involves evaluating the estimated value of some of our oil and natural gas properties using pricing
models determined by the lenders at that time, a decline in those prices used, or further downward reductions of our reserves, likely will result in a redetermination of
our borrowing base and a decrease in the available borrowing amount at the time of the next scheduled redetermination. In such case, we would be required to repay
any indebtedness in excess of the borrowing base.

The Credit Facilities also restrict our ability to obtain new financing. If additional capital is needed, we may not be able to obtain debt or equity financing on terms
favorable to us, or at all. If net cash provided by operating activities or cash available under the Credit Facilities is not sufficient to meet our capital requirements, the
failure to obtain such additional debt or equity financing could result in a curtailment of our development operations, which in turn could lead to a decline in our
reserves.

We may be unable to maintain compliance with the covenants in the Credit Facilities, which could result in an event of default under the Credit Facilities that, if
not cured or waived, would have a material adverse effect on our business and financial condition.

Under the Riviera Credit Facility, we are required to maintain (i) a maximum total net debt to last twelve months EBITDA ratio of 4.0 to 1.0, and (ii) a minimum
adjusted current ratio of 1.0 to 1.0, as well as various affirmative and negative covenants. In addition, under the Blue Mountain Credit Facility, Blue Mountain
Midstream is required to maintain (i) a ratio of consolidated EBITDA to consolidated interest expense no less than 2.50 to 1.00, (ii) a ratio of consolidated net debt to
consolidated EBITDA (the “consolidated total leverage ratio”) no greater than 4.50 to 1.00 or 5.00 to 1.00, as applicable, and (iii) in case certain other kinds of debt are
outstanding, a ratio of consolidated net debt secured by a lien on property of Blue
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Mountain Midstream to consolidated EBITDA no greater than 3.00 to 1.00. If we were to violate any of the covenants under the Riviera Credit Facility or the Blue
Mountain Credit Facility and were unable to obtain a waiver or amendment, it would be considered a default after the expiration of any applicable grace period. If we
were in default under the Riviera Credit Facility or the Blue Mountain Credit Facility, then the lenders may exercise certain remedies including, among others, declaring
all borrowings outstanding thereunder, if any, immediately due and payable. This could adversely affect our operations and our ability to satisfy our obligations as they
come due.

Restrictive covenants in the Credit Facilities could limit our growth and our ability to finance our operations, fund our capital needs, respond to changing
conditions and engage in other business activities that may be in our best interests.

Restrictive covenants in the Credit Facilities impose significant operating and financial restrictions on us and our subsidiaries. These restrictions limit our ability to,
among other things:

. incur additional liens;

. incur additional indebtedness;

. merge, consolidate or sell our assets;

. pay dividends or make other distributions or repurchase or redeem our stock;
. make certain investments; and

. enter into transactions with our affiliates.

The Credit Facilities also require us to comply with certain financial maintenance covenants as discussed above. A breach of any of these covenants could result in a
default under the Credit Facilities. If a default occurs and remains uncured or unwaived, the administrative agent or majority lenders under the Credit Facilities may
elect to declare all borrowings outstanding thereunder, if any, together with accrued interest and other fees, to be immediately due and payable. The administrative agent
or majority lenders under the Credit Facilities would also have the right in these circumstances to terminate any commitments they have to provide further

borrowings. If we are unable to repay our indebtedness when due or declared due, the applicable administrative agent will also have the right to proceed against the
collateral pledged to it to secure the indebtedness under the applicable Credit Facility. If such indebtedness were to be accelerated, our assets may not be sufficient to
repay in full our secured indebtedness.

We may be prevented from taking advantage of business opportunities that arise because of the limitations imposed on us by the restrictive covenants in the Credit
Facilities. The restrictions contained in the Credit Facilities could:

. limit our ability to plan for, or react to, market conditions, to meet capital needs or otherwise restrict our activities or business plan; and
. adversely affect our ability to finance our operations, enter into acquisitions or to engage in other business activities that would be in our interest.

We may be subject to risks in connection with divestitures.

In 2018 and 2019, we completed divestitures of a significant portion of our assets, as discussed in Item 1. “Business—Recent Developments.” In future transactions we
may sell our core or non-core assets in order to increase capital resources available for other core assets, create organizational or other operational efficiencies or for
other purposes. Though we continue to evaluate various options for the divestiture of such assets, there is no assurance that this evaluation will result in any specific
action. Various factors could materially affect our ability to divest of such assets, including the availability of buyers willing to acquire assets on terms we find
acceptable and the approvals of third parties and governmental agencies.

Sellers often retain certain liabilities or agree to indemnify buyers for certain matters related to the sold assets. The magnitude of any such retained liability or of the
indemnification obligation is difficult to quantify at the time of the transaction and ultimately could be material. Also, as is typical in divestiture transactions, third
parties may be unwilling to release us from guarantees or other credit support provided prior to the sale of the divested assets. As a result, after a divestiture, we may
remain secondarily liable for the obligations guaranteed or supported to the extent that the buyer of the assets fails to perform these obligations.
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Electricity prices are volatile and we may be unable to maintain stable and favorable prices and may not be able to obtain stable or favorable prices in the future,
which may have a significant impact on our financial condition and results of operations.

Because our Blue Mountain segment relies on electricity for many of its operations, electricity prices are an important driver of its operating expenses. Recent
dispositions of assets in our upstream reporting segment have caused our Blue Mountain reporting segment to comprise a larger portion of our portfolio. As a result, the
prices at which our Blue Mountain segment is able to obtain electricity continues to have an increasingly significant impact on our consolidated operating costs and
profitability. Although we enter into long-term contracts for electricity and although our electric service is subject to approved tariffs, regulatory changes, changes in
interpretation of laws or other events may make it difficult for us to maintain favorable or stable electricity prices for our Blue Mountain segment and have an adverse
effect on our results of operations. Additionally, the provider of electricity to the Cryo Plant may be changed based on claims pending before the Oklahoma Corporation
Commission, which could result in significant increases in electrical costs based on the new providers then prevailing rates.

Our financial information after the impact of fresh start accounting and numerous divestitures may not be meaningful to investors.

Upon LINN Energy’s emergence from bankruptcy in February 2017, the Company adopted fresh start accounting and, as a result, our assets and liabilities were
recorded at fair value as of the fresh start reporting date, which differ materially from the recorded values of assets and liabilities on our historical consolidated and
combined balance sheets. As a result of the adoption of fresh start accounting, along with the numerous divestitures of properties in 2017, 2018 and 2019, our historical
results of operations and period-to-period comparisons of those results and certain other financial data may not be meaningful or indicative of future results. The lack of
comparable historical financial information may discourage investors from purchasing our common stock.

Our commodity derivative activities could result in financial losses or could reduce our income, which may adversely affect our net cash provided by operating
activities, financial condition and results of operations.

To achieve more predictable net cash provided by operating activities and to reduce our exposure to adverse fluctuations in the prices of oil, natural gas and NGLs, we
have entered into commodity derivative contracts for a portion of our production and costs. Commodity derivative arrangements expose us to the risk of financial loss
in some circumstances, including situations when production is less than expected. If we experience a sustained material interruption in our production or if we are
unable to perform our drilling activity as planned, we might be forced to satisfy all or a portion of our derivative obligations without the benefit of the sale of our
underlying physical commodity, which may adversely affect our net cash provided by operating activities, financial condition and results of operations.

We may be unable to hedge anticipated production and purchased volumes on attractive terms or at all, which would subject us to further potential commodity price
uncertainty and could adversely affect our net cash provided by operating activities, financial condition and results of operations.

While we have hedged a portion of our estimated production and purchases for 2020, our anticipated production and purchase volumes remain mostly unhedged. Based
on current expectations for future commodity prices, reduced hedging market liquidity and potential reduced counterparty willingness to enter into new hedges with us,
we may be unable to hedge anticipated production volumes on attractive terms or at all, which would subject us to further potential commodity price uncertainty and
could adversely affect our net cash provided by operating activities, financial condition and results of operations.

Counterparty failure may adversely affect our derivative positions.

We cannot be assured that our counterparties will be able to perform under our derivative contracts. If a counterparty fails to perform and the derivative arrangement is
terminated, our net cash provided by operating activities, financial condition and results of operations could be adversely affected.

26



Table of Contents

Item 1A. Risk Factors - Continued

Unless we replace our reserves, our future reserves and production will decline, which would adversely affect our net cash provided by operating activities, financial
condition and results of operations.

Producing oil, natural gas and NGL reservoirs are characterized by declining production rates that vary depending on reservoir characteristics and other factors. The
overall rate of decline for our production will change if production from our existing wells declines in a different manner than we have estimated and may change when
we drill additional wells, make acquisitions and under other circumstances. Thus, our future oil, natural gas and NGL reserves and production and, therefore, our cash
flow and income, are highly dependent on our success in efficiently developing our current reserves and economically finding or acquiring additional recoverable
reserves. We may not be able to develop, find or acquire additional reserves to replace our current and future production at acceptable costs, which would adversely
affect our net cash provided by operating activities, financial condition and results of operations. In addition, given restrictive covenants under the Riviera Credit
Facility and general market conditions, we may be unable to finance potential acquisitions of reserves on terms that are acceptable to us or at all. Our ability to make
the necessary capital investment to maintain or expand our asset base of oil and natural gas reserves would be impaired to the extent cash flow from operations is
reduced and external sources of capital become limited or unavailable.

Our estimated reserves are based on many assumptions that may prove to be inaccurate. Any material inaccuracies in these reserve estimates or underlying
assumptions will materially affect the quantities and present value of our reserves.

No one can measure underground accumulations of oil, natural gas and NGL in an exact manner. Reserve engineering requires subjective estimates of underground
accumulations of oil, natural gas and NGL and assumptions concerning future oil, natural gas and NGL prices, production levels and operating and development

costs. As a result, estimated quantities of proved reserves and projections of future production rates and the timing of development expenditures may prove to be
inaccurate. An independent petroleum engineering firm prepares estimates of our proved reserves. Some of our reserve estimates are made without the benefit of a
lengthy production history, which are less reliable than estimates based on a lengthy production history. Also, we make certain assumptions regarding future oil, natural
gas and NGL prices, production levels and operating and development costs that may prove incorrect. Any significant variance from these assumptions by actual
amounts could greatly affect our estimates of reserves, the economically recoverable quantities of oil, natural gas and NGL attributable to any particular group of
properties, the classifications of reserves based on risk of recovery and estimates of the future net cash flows. Decreases in commodity prices can result in a reduction
of our estimated reserves if development of those reserves would not be economic at those lower prices. Numerous changes over time to the assumptions on which our
reserve estimates are based, as described above, often result in the actual quantities of oil, natural gas and NGL we ultimately recover being different from our reserve
estimates.

The present value of future net cash flows from our proved reserves is not necessarily the same as the current market value of our estimated oil, natural gas and NGL
reserves. We base the estimated discounted future net cash flows from our proved reserves on an unweighted average of the first-day-of-the month price for each month
during the 12-month calendar year and year-end costs. However, actual future net cash flows from our oil and natural gas properties also will be affected by factors
such as:

. actual prices we receive for oil, natural gas and NGL;

. the amount and timing of actual production;

. capital and operating expenditures;

. the timing and success of development activities;

. supply of and demand for oil, natural gas and NGL; and
. changes in governmental regulations or taxation.

In addition, the 10% discount factor required to be used under the provisions of applicable accounting standards when calculating discounted future net cash flows, may
not be the most appropriate discount factor based on interest rates in effect from time to time and risks associated with us or the oil and natural gas industry in general.
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Our development and midstream operations require substantial capital expenditures. We may be unable to obtain needed capital or financing on satisfactory terms,
which could adversely affect our ability to sustain our operations at current levels and could lead to a decline in our reserves and affect our future growth.

The oil and natural gas industry is capital intensive. We make and expect to continue to make substantial capital expenditures in our business for the development and
production of oil, natural gas and NGL reserves and to expand our midstream operations and activities. These expenditures will reduce our cash available for other
purposes. Our net cash provided by operating activities and access to capital are subject to a number of variables, including:

. our proved reserves;

. the level of oil, natural gas and NGL we are able to produce from existing wells;
. the prices at which we are able to sell our oil, natural gas and NGL;

. the level of operating expenses;

. our ability to acquire, locate and produce new reserves;

. the costs of constructing, operating and maintaining our midstream facilities; and
. our ability to attract third-party customers for our midstream services.

If our net cash provided by operating activities decreases, we may have limited ability to obtain the capital or financing necessary to sustain our operations at current
levels and could lead to a decline in our reserves.

We may decide not to drill some of the prospects we have identified, and locations that we decide to drill may not yield oil, natural gas and NGL in commercially
viable quantities.

Our prospective drilling locations are in various stages of evaluation, ranging from a prospect that is ready to drill to a prospect that will require additional geological
and engineering analysis. Based on a variety of factors, including future oil, natural gas and NGL prices, the generation of additional seismic or geological information,
the current and future availability of drilling rigs and other factors, we may decide not to drill one or more of these prospects. In addition, the cost of drilling,
completing and operating a well is often uncertain, and cost factors can adversely affect the economics of a well. Our efforts will be uneconomic if we drill dry holes or
wells that are productive but do not produce enough oil, natural gas and NGL to be commercially viable after drilling, operating and other costs. As a result, we may not
be able to increase or sustain our reserves or production, which in turn could have an adverse effect on our business, financial condition, results of operations and cash
flows.

Drilling for and producing oil, natural gas and NGL are high risk activities with many uncertainties that could adversely affect our financial position, results of
operations and cash flows.

Our drilling activities are subject to many risks, including the risk that we will not discover commercially productive reservoirs. Drilling for oil, natural gas and NGL
can be uneconomic, not only from dry holes, but also from productive wells that do not produce sufficient revenues to be commercially viable. In addition, our drilling
and producing operations may be curtailed, delayed or canceled as a result of other factors, including:

. the high cost, shortages or delivery delays of equipment and services;

. unexpected operational events;

. adverse weather conditions;

. facility or equipment malfunctions;

. title problems;

. pipeline ruptures or spills;

. compliance with environmental and other governmental requirements;

. unusual or unexpected geological formations;

. loss of drilling fluid circulation;

. formations with abnormal pressures;

. fires;

. lack of availability or sufficient capacity of fluid disposal facilities to allow oil and gas productive wells to produce at economic rates, potential as a result of
unexpected, sudden regulatory intervention;

. blowouts, craterings and explosions; and

. uncontrollable flows of oil, natural gas and NGL or well fluids.
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Any of these events can cause increased costs or restrict our ability to drill the wells and conduct the operations which we currently have planned. Any delay in the
drilling program or significant increase in costs could adversely affect our financial position, results of operations and cash flows.

Our business depends on midstream gathering and transportation facilities and other market factors that we do not control. Limitations on the availability to those
facilities or adverse pricing differentials could adversely affect our business, results of operations and cash flows by interfering with our ability to consistently
market oil, natural gas and NGL.

The marketability of our oil, natural gas and NGL production depends in part on the availability, proximity and capacity of gathering systems and pipelines. The
amount of oil, natural gas and NGL that can be produced and sold is subject to limitation in certain circumstances, such as pipeline interruptions due to scheduled and
unscheduled maintenance, excessive pressure, physical damage to the gathering or transportation system, or lack of contracted capacity on such systems. The
curtailments arising from these and similar circumstances may last from a few days to several months. In many cases, we are provided only with limited, if any, notice
as to when these circumstances will arise and their duration. In addition, some of our wells are drilled in locations that are not serviced by gathering and transportation
pipelines, or the gathering and transportation pipelines in the area may not have sufficient capacity to transport additional production. As a result, we may not be able to
sell the oil, natural gas and NGL production from these wells until the necessary gathering and transportation systems are constructed. Any significant curtailment in
gathering system or pipeline capacity, or significant delay in the construction of necessary gathering and transportation facilities, would interfere with our ability to
market the oil, natural gas and NGL we produce, and could adversely affect our business, results of operations and cash flows.

We are subject to requlation by multiple governmental agencies, which could adversely impact our business, results of operations and financial condition.

We are subject to regulation by multiple federal, state and local governmental agencies. Proposals and proceedings that affect the midstream industry are regularly
considered by Congress, as well as by state legislatures and federal and state regulatory commissions, agencies and courts. We cannot predict when or whether any such
proposals or proceedings may become effective or the magnitude of the impact changes in laws and regulations may have on our business. However, additions to the
regulatory burden on our industry can increase our cost of doing business and affect our profitability.

If third party pipelines or other midstream facilities interconnected to our gathering and compression systems or our oil gathering systems become partially or fully
unavailable, or if the volumes we gather or treat do not meet the quality requirements of such pipelines or facilities, our business, financial condition, results of
operations and cash flows could be adversely affected.

Our gathering and compression assets and our oil gathering system connect to other pipelines or facilities owned and operated by unaffiliated third parties. The
continuing operation of third-party pipelines, compressor stations and other midstream facilities is not within our control. These pipelines, plants and other midstream
facilities may become unavailable because of testing, turnarounds, line repair, maintenance, reduced operating pressure, lack of operating capacity, regulatory
requirements and curtailments of receipt or deliveries due to insufficient capacity or because of damage from severe weather conditions or other operational issues. In
addition, if the costs to us to access and transport on these third-party pipelines significantly increase, our profitability could be reduced. If any such increase in costs
occurs or if any of these pipelines or other midstream facilities become unable to receive or transport natural gas or oil, or if the volumes we gather or transport do not
meet the quality requirements of such pipelines or midstream facilities, our business, financial condition, results of operations and cash flows could be adversely
affected.

Our business relies on certain key personnel.
Our management believes that our continued success will depend to a significant extent upon the efforts and abilities of certain of our key personnel. The loss of the
services of any of these key personnel could have a material adverse effect on our business. We do not maintain “key man” life insurance on any of our officers or other

employees.

29



Table of Contents
Item 1A. Risk Factors - Continued

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

Other companies operate some of the properties in which we have an interest. As of December 31, 2019, non-operated wells represented approximately 45% of our
owned gross wells, or approximately 21% of our owned net wells. We have limited ability to influence or control the operation or future development of these non-
operated properties, including timing of drilling and other scheduled operations activities, compliance with environmental, safety and other regulations, or the amount of
capital expenditures that we are required to fund with respect to them. The failure of an operator of our wells to adequately perform operations, an operator’s breach of
the applicable agreements or an operator’s failure to act in ways that are in our best interest could reduce our production and revenues, and lead to unexpected future
costs.

Our business could be adversely affected by security threats, including cyber-security threats, and related disruptions.

We face from time to time various security threats, including cyber-security threats, to gain unauthorized access to our sensitive information or to render our information
or systems unusable, and threats to the security of our facilities and infrastructure or third-party facilities and infrastructure, such as gathering and processing and other
facilities, refineries and pipelines. These security threats subject our operations to increased risks that could have a material adverse effect on our business, financial
condition, results of operations and cash flows.

Our implementation of various procedures and controls to monitor and mitigate such security threats and to increase security for our information, systems, facilities and
infrastructure may result in increased costs. Moreover, there can be no assurance that such procedures and controls will be sufficient to prevent security breaches from
occurring. We rely heavily on our information systems, and the availability and integrity of these systems are essential for us to conduct our business and operations. If
any security breaches were to occur, they could lead to losses of, or damage to, sensitive information or facilities, infrastructure and systems essential to our business
and operations, as well as data corruption, communication interruptions or other disruptions to our operations, which, in turn, could have a material adverse effect on our
business, financial position, results of operations and cash flows.

Damage to our reputation could damage our business.

Our reputation is a critical factor in our relationships with employees, investors, customers, suppliers and joint venture partners. If we fail to address, or appear to fail to
address, issues that give rise to reputational risk, including those described throughout this “Risk Factors” section, we could significantly harm our reputation. Our
reputation may also be damaged by how we respond to corporate crises. Corporate crises can arise from catastrophic events as well as from incidents involving
unethical behavior or misconduct; allegations of legal noncompliance; internal control failures; corporate governance issues; data breaches; workplace safety incidents;
environmental incidents; media statements; the conduct of our suppliers or representatives; and other issues or incidents that, whether actual or perceived, result in
adverse publicity. If we fail to respond quickly and effectively to address such crises, the ensuing negative public reaction could significantly harm our reputation and
could lead to increases in litigation claims and asserted damages or subject us to regulatory actions or restrictions.

Damage to our reputation could negatively affect the demand for our services and consequently, have a material adverse effect on our business, financial condition, and
results of operations. It could also reduce investor confidence in us, adversely affecting our stock price. Moreover, repairing our reputation may be difficult, time-
consuming and expensive.

Our assets are located in limited geographical areas.

Following the anticipated consummation of announced divestitures, which are expected to close in the first quarter of 2020, approximately 96% of our total proved
reserves will be located in either Oklahoma or Louisiana. Furthermore all of the midstream assets owned by Blue Mountain Midstream, including the Cryo Plant, are
located in Oklahoma.

Because of this concentration in a limited geographical area, the success and profitability of our operations may be disproportionately affected by regional factors
relative to our competitors that have more geographically dispersed operations. These factors include, among others: (i) severe weather events, (ii) regional prices and
regional supply and demand for oil, natural gas, and natural gas liquids, (iii) the costs for and availability of oil and field services and drilling rigs in the region,

(iv) infrastructure capacity and the availability and cost of gathering, processing and treating facilities, and (v) local laws and regulations affecting oil and gas
development, production, transportation and sales. Any of these events
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have the potential to shut-in, curtail, or delay development and production, increase the cost of development and production, or decrease the profitability of our
operations. Any of the risks described above could have a material adverse effect on our financial condition, results of operations, and cash flows.

Concerns over general economic, business or industry conditions may have a material adverse effect on our results of operations, financial condition and cash
available for distribution.

Concerns over global economic conditions, energy costs, geopolitical issues, inflation, the availability and cost of credit in the European, Asian and the U.S. markets
contribute to economic uncertainty and diminished expectations for the global economy. These factors, combined with volatile prices of oil, NGL and natural gas,
volatility in consumer confidence and job markets, may result in an economic slowdown or recession. In addition, continued hostilities in the Middle East and the
occurrence or threat of terrorist attacks in the U.S. or other countries could adversely affect the economies of the U.S. and other countries. Concerns about global
economic growth have had a significant adverse impact on global financial markets and commodity prices. If the economic climate in the U.S. or abroad deteriorates,
worldwide demand for petroleum products could diminish, which could impact the price at which oil, NGL and natural gas from our properties are sold, affect the
ability of vendors, suppliers and customers associated with our properties to continue operations and ultimately adversely impact our results of operations, financial
condition and cash available for distribution.

Conservation measures and technological advances could reduce demand for oil and natural gas.

Fuel conservation measures, alternative fuel requirements, increasing consumer demand for alternatives to oil and natural gas, technological advances in fuel economy
and energy generation devices could reduce demand for oil and natural gas. The impact of the changing demand for oil and natural gas services and products may have a
material adverse effect on our business, financial condition, results of operations and cash available for distribution.

Risks Relating to Regulation of Our Business

Because we handle oil, natural gas and NGL and other hydrocarbons, we may incur significant costs and liabilities in the future resulting from a failure to comply
with new or existing environmental regulations or an accidental release of hazardous substances into the environment.

The operations of our wells, gathering systems, compressors, pipelines and other facilities are subject to stringent and complex federal, state and local environmental
laws and regulations. Failure to comply with these laws and regulations may trigger a variety of administrative, civil and criminal enforcement measures, including the
assessment of monetary penalties, the imposition of remedial requirements, and the issuance of orders enjoining future operations. There is an inherent risk that we may
incur environmental costs and liabilities due to the nature of our business, the substances we handle and the ownership or operation of our properties. Certain
environmental statutes, including RCRA, CERCLA and analogous state laws and regulations, impose strict, joint and several liability for costs required to clean up and
restore sites where hazardous substances have been disposed of or otherwise released. In addition, an accidental release from one of our wells or gathering pipelines
could subject us to substantial liabilities arising from environmental cleanup and restoration costs, claims made by neighboring landowners and other third parties for
personal injury and property damage and fines or penalties for related violations of environmental laws or regulations.

Moreover, the possibility exists that stricter laws, regulations or enforcement policies could significantly increase our compliance costs and the cost of any remediation
that may become necessary, and these costs may not be recoverable from insurance. For a more detailed discussion of environmental and regulatory matters impacting
our business, see Item 1. “Business—Environmental Matters and Regulation.”

We are subject to complex and evolving federal, state, local and other laws and regulations that could adversely affect the cost, manner or feasibility of doing
business.

Our operations are regulated extensively at the federal, state and local levels. Environmental and other governmental laws and regulations have resulted in delays and
increased the costs to plan, design, drill, install, operate and abandon oil and natural gas wells and have similarly impacted gathering systems, processing facilities,
compressors, pipelines and other facilities. Under these laws and regulations, we could also be liable for personal injuries, property damage and other damages. Failure
to comply with these laws and regulations may result in the suspension or termination of our operations
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and subject us to administrative, civil and criminal penalties. Moreover, public interest in environmental protection has increased in recent years, and environmental
organizations have opposed, with some success, certain drilling, pipeline, disposal and other projects.

Part of the regulatory environment in which we operate includes, in some cases, legal requirements for obtaining environmental assessments, environmental impact
studies and/or plans of development before commencing drilling and production activities and midstream operations. In addition, our activities are subject to the
regulations regarding conservation practices and protection of correlative rights. These regulations affect our operations and limit the quantity of oil, natural gas and
NGL we may produce and sell. A major risk inherent in our drilling plans is the need to obtain drilling permits from state and local authorities. Delays in obtaining
regulatory approvals or drilling permits, the failure to obtain a drilling permit for a well or the receipt of a permit with unreasonable conditions or costs could have a
material adverse effect on our ability to develop our properties. We are also required to obtain permits and authorizations for the development and operation of natural
gas gathering pipelines, compressors and processing facilities and in connection with the gathering, treatment and disposal of produced water and other wastes. Delays
in obtaining or the failure to obtain such permits and authorizations, or the imposition of more stringent or burdensome restrictions or obligations on our operations in
connection with the renewal or amendment of such permits and authorizations, could have a material adverse effect on our midstream operations. Similarly, the disposal
of some fluids from producing wells is a necessary part of the Company’s upstream model. Fluid disposal may be subject to state or federal regulation depending on the
jurisdiction. The regulatory authority could delay or refuse the permitting of a new disposal well. Such authority could unexpectedly cause the cessation of disposal of
fluids into an existing disposal well, or into all disposal wells within a general area. The lack of adequate disposal availability or capacity could cause in increase in the
cost to operate producing wells or negatively affect the Company’s ability to operate producing oil and gas wells at the most economic rates. Additionally, the
regulatory environment could change in ways that might substantially increase the financial and managerial costs of compliance with these laws and regulations and,
consequently, adversely affect our financial condition and results of operations. For a description of the laws and regulations that affect us, see Item 1. “Business—
Environmental Matters and Regulation.”

We could also be affected by more stringent laws and regulations adopted in the future, including any related to climate change, engine emissions, greenhouse gases and
hydraulic fracturing. Changes in environmental laws and regulations occur frequently, and any changes that result in delays or restrictions in permitting or development
of projects or more stringent or costly construction, drilling, water management, or completion activities or waste handling, storage, transport, remediation or disposal,
emission or discharge requirements could require significant expenditures by us or other operators of the properties to attain and maintain compliance and may
otherwise have a material adverse effect on our results of operations or financial condition.

Legislation and regulation of hydraulic fracturing, including with respect to seismic activity allegedly related to hydraulic fracturing and underground water
injection or disposal wells, could adversely affect our business and could result in reductions or delays in crude oil and natural gas production.

Hydraulic fracturing is an important and common practice that is used to stimulate production of hydrocarbons from tight formations. The process involves the
injection of water, sand and chemicals under pressure into formations to fracture the surrounding rock and stimulate production. For a description of the laws and
regulations that affect us, including our hydraulic fracturing operations, see Item 1. “Business—Environmental Matters and Regulation.” If adopted, certain bills could
result in additional permitting and disclosure requirements for hydraulic fracturing operations as well as various restrictions on those operations. Any such added
regulation could lead to operational delays, increased operating costs and additional regulatory burdens, and reduced production of oil and natural gas, which could
adversely affect our business, financial position, results of operations and net cash provided by operating activities.

Hydraulic fracturing operations require the use of a significant amount of water. Our inability to locate sufficient amounts of water, or dispose of or recycle water used
in our drilling and production operations, could adversely impact our operations. Moreover, new environmental initiatives and regulations could include restrictions on
our ability to conduct certain operations such as hydraulic fracturing or disposal of waste, including, but not limited to, produced water, drilling fluids and other wastes
associated with the development or production of natural gas.

We dispose of wastewater generated from oil and natural gas production operations, including hydraulic fracturing operations, directly or through the use of third
parties. In some instances, the operation of underground injection wells has been alleged to cause earthquakes in some of the states where we operate. Such issues have

sometimes led to orders prohibiting continued injection or disposal or the suspension of drilling in certain wells identified as possible sources of
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seismic activity. Such concerns also have resulted in stricter regulatory requirements in some jurisdictions relating to the location and operation of underground
injection wells. For example, Oklahoma issued rules for wastewater disposal wells that imposed certain permitting and operating restrictions, required additional
seismicity protocols in certain defined areas, and from time to time, directs certain injection wells in proximity to seismic events to restrict or suspend

operations. Future orders or regulations addressing concerns about seismic activity from well injection could affect us, either directly or indirectly, depending on the
wells affected, which materially affect our capital expenditures and operating costs. Similar restrictions may also be applied due to other events such as saltwater purges
or other pollution events.

At the federal level, several agencies have asserted jurisdiction over certain aspects of the hydraulic fracturing process. For example, the EPA has moved forward with
various regulatory actions, including the issuance of new regulations requiring reduced emission completions, i.e., “green completions” for hydraulically fractured
wells, and emission requirements for certain midstream equipment. Also, in June 2016, the EPA finalized rules which prohibit the discharge of wastewater from
hydraulic fracturing operations to publicly owned wastewater treatment plants. Certain environmental groups have also suggested that additional laws may be needed to
more closely and uniformly regulate the hydraulic fracturing process. We cannot predict whether any such legislation will be enacted and if so, what its provisions
would be. Additional levels of regulation and permits required through the adoption of new laws and regulations at the federal, state or local level could lead to delays,
increased operating costs and process prohibitions that could reduce the volumes of crude oil and natural gas that move through our gathering systems and decrease
demand for our water services, which in turn could materially adversely impact our revenues.

A change in the jurisdictional characterization of some of our assets by federal or state regulatory agencies or a change in policy by those agencies may result in
increased regulation of our assets, which may cause our operating expenses to increase, limit the rates we charge for certain services and decrease the amount of
cash we have available for distribution.

With the exception of the Blue Mountain Delivery Line, which is subject to limited FERC regulation, our natural gas pipeline operations are generally exempt from
FERC regulation under the NGA. We believe that our natural gas gathering pipelines meet the traditional tests that FERC has used to determine that pipelines perform
primarily a gathering function and are, therefore, not subject to FERC jurisdiction. However, the distinction between FERC-regulated interstate transportation services
and federally unregulated gathering services has been the subject of litigation, and FERC determines whether facilities are gathering facilities on a case-by-case basis, so
the classification and regulation of our gathering facilities is subject to change based on future determinations by FERC, the courts or Congress. If FERC were to
consider the status of an individual facility and determine that the facility or services provided by it are not exempt from FERC regulation under the NGA, and that the
facility provides interstate transportation service, the rates for, and terms and conditions of, services provided by such facility would be subject to regulation by FERC
under the NGA or, in certain cases, the NGPA. Such regulation could decrease revenue, increase operating costs, and, depending upon the facility in question, adversely
affect our results of operations and cash flow. In addition, if any of our facilities were found to have provided services or otherwise operated in violation of the NGA or
NGPA, this could result in the imposition of substantial civil penalties, as well as a requirement to disgorge revenues collected for such services in excess of the
maximum rates established by FERC. Under the EP Act 2005, FERC has civil penalty authority under the NGA and NGPA to impose penalties for violations of up to
$1 million per day for each violation, subject to annual adjustment for inflation, and disgorgement of profits associated with any violation.

Even though we consider our natural gas gathering pipelines to be exempt from the jurisdiction of FERC under the NGA, FERC regulation of interstate natural gas
transportation pipelines may indirectly affect gathering services. FERC’s policies and practices across the range of its natural gas regulatory activities, including, for
example, its policies on interstate open access transportation, ratemaking, construction and abandonment of interstate natural gas pipeline facilities, capacity release, and
market center promotion may indirectly affect gathering services. In recent years, FERC has pursued pro-competitive policies in its regulation of interstate natural gas
pipelines on which we ship natural gas. However, we cannot assure you that the FERC will continue to pursue this approach as it considers matters such as pipeline
rates and rules and policies that may indirectly affect natural gas gathering services.

Our business is also exposed to state-level regulation. Our non-proprietary gathering lines are typically subject to state-level ratable take and common purchaser
statutes. Ratable take statutes generally require gatherers to take, without undue discrimination, oil or natural gas production that may be tendered to the gatherer for
handling. Similarly, common purchaser statutes generally require gatherers to purchase without undue discrimination as to source of supply or producer. These statutes
restrict our right as an owner of gathering facilities to decide with whom we contract to purchase or transport oil or natural gas.
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Federal law leaves economic regulation of natural gas gathering to the states. The states in which we operate have adopted complaint-based regulation of oil and natural
gas gathering activities, which allows oil and natural gas producers and shippers to file complaints with state regulators in an effort to resolve grievances relating to oil
and natural-gas gathering access and rate discrimination. Other state regulations may not directly regulate our business, but may nonetheless affect the availability of
natural gas for purchase, processing and sale, including state regulation of production rates and maximum daily production allowable from gas wells.

While our proprietary gathering lines are currently subject only to limited state regulation, there is a risk that state laws will change, which may give producers a
stronger basis to challenge the proprietary status of a line, or the rates, terms and conditions of a gathering line providing transportation service. We cannot predict what
effect, if any, such changes might have on our operations, but we could be required to incur additional capital expenditures and increased operating costs depending on
future legislative and regulatory changes.

We cannot predict what effect, if any, such changes might have on our operations, but we could be required to incur additional capital expenditures and increased
operating costs depending on future legislative and regulatory changes.

New laws, policies, regulations, rulemaking and oversight, as well as changes to those currently in effect, could adversely impact our earnings, cash flows and
operations.

Our assets and operations are subject to regulation and oversight by federal, state, provincial and local regulatory authorities. Legislative changes, as well as regulatory
actions taken by these agencies, have the potential to adversely affect our profitability. In addition, a certain degree of regulatory uncertainty is created by the current
U.S. presidential administration because it remains unclear specifically what the current administration may do with respect to future policies and regulations that may
affect us. Regulation affects almost every part of our business and extends to such matters as (i) federal, state, provincial and local taxation; (ii) rates (which include
tax, reservation, commodity, surcharges, fuel and gas lost and unaccounted for) and operating terms and conditions of service; (iii) the types of services we may offer to
our customers; (iv) the contracts for service entered into with our customers; (v) the certification and construction of new facilities; (vi) the costs of raw materials, such
as steel; (vii) the integrity, safety and security of facilities and operations; (viii) the acquisition of other businesses; (ix) the acquisition, extension, disposition or
abandonment of services or facilities; (x) reporting and information posting requirements; (xi) the maintenance of accounts and records; and (xii) relationships with
affiliated companies involved in various aspects of the energy businesses. Should we fail to comply with any applicable statutes, rules, regulations, and orders of
regulatory authorities, we could be subject to substantial penalties and fines and potential loss of government contracts. Furthermore, new laws, regulations or policy
changes sometimes arise from unexpected sources and could impose additional increased operating costs or necessitate new capital expenditures.

Federal and state legislative and regulatory initiatives relating to pipeline safety that require the use of new or more stringent safety controls or result in more
stringent enforcement of applicable legal requirements could subject us to increased capital costs, operational delays and costs of operation.

The U.S. Department of Transportation, through the PHMSA and state agencies, enforces safety regulations with respect to the design, construction, operation,
maintenance, inspection and management of certain of our pipeline facilities. The PHMSA requires pipeline operators to implement integrity management programs,
including more frequent inspections and other measures to ensure pipeline safety in high-consequence areas, or HCAs, defined as those areas that are unusually
sensitive to environmental damage, that cross a navigable waterway, or that have a high population density. The regulations require operators to (i) perform ongoing
assessments of pipeline integrity, (ii) identify and characterize applicable threats to pipeline segments that could impact a HCA, (iii) improve data collection, integration
and analysis, (iv) repair and remediate pipelines as necessary and (v) implement preventive and mitigating actions. These regulations contain requirements for the
development and implementation of pipeline integrity management programs, which include the inspection and testing of pipelines and the correction of

anomalies. The PHMSA’s regulations also require that pipeline operation and maintenance personnel meet certain qualifications and that pipeline operators develop
comprehensive spill response plans, including extensive spill response training for pipeline personnel.

In addition, states have adopted regulations similar to—and, in some cases, more stringent than—existing PHMSA regulations for certain intrastate gas and hazardous
liquid pipelines.
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At this time, we cannot predict the ultimate cost of compliance with applicable pipeline integrity management regulations, as the cost will vary significantly depending
on the number and extent of any repairs or upgrades found to be necessary as a result of pipeline integrity testing, but the results of these tests could cause us to incur
significant and unanticipated capital and operating expenditures for repairs or upgrades deemed necessary to ensure the safe and reliable operation of our pipelines.

Changes to pipeline safety laws by Congress and promulgation of regulations by PHMSA or states that result in more stringent or costly safety standards could have a
significant adverse effect on us and similarly situated midstream operators. For example, in October 2019, PHMSA published three final rules, including regulations
relating to the transportation of hazardous liquids and transmission of natural gas. These rules include increased owner/operator requirements related to reporting,
inspection, and integrity management for both hazardous liquid and gas transmission pipelines, which may impose costs on us and our operations either directly or when
costs imposed on others are passed along to us in the form of higher rates or fees for transportation. In addition, a related rulemaking to address safety regulations for
gas-gathering pipelines remains pending. The contents and timing of a final rule in that proceeding remains uncertain, although PHMSA expects to act later in

2020. That rulemaking, along with remaining safety enhancement requirements and other provisions of the 2011 Pipeline Safety Act, as well as any future
implementation of PHMSA rules thereunder, could require us to install new or modified safety controls, pursue additional capital projects, or conduct maintenance or
compliance programs on an accelerated basis, any or all of which tasks could result in our incurring increased costs that could have a material adverse effect on our
results of operations or financial position.

Legislation and regulation of greenhouse gases could adversely affect our business, and we are subject to risks associated with climate change.

In December 2009, the EPA determined that emissions of carbon dioxide, methane and other GHGs present an endangerment to public health and the environment
because emissions of such gases are, according to the EPA, contributing to warming of the earth’s atmosphere and other climatic changes. Based on these findings, the
EPA has adopted and implemented regulations to restrict emissions of GHGs under existing provisions of the Clean Air Act. In May 2016, the EPA finalized rules that
set additional emissions limits for volatile organic compounds and established new controls for emissions of methane from new, modified or reconstructed sources in the
oil and natural gas source category, including production, processing, transmission and storage activities. The rule includes first-time standards to address emissions of
methane from equipment and processes across the source category, including hydraulically fractured oil and natural gas well completions. However, in September 2019,
under a new administration, the EPA published proposed amendments that would rescind the methane standards and roll back other requirements of these rules. In
addition, in April 2018, a coalition of states filed a lawsuit in federal district court aiming to force the EPA to establish guidelines for limiting methane emissions from
existing sources in the oil and natural gas sector; that lawsuit is pending but may be stayed pending the outcome of the EPA’s proposed overhaul of the 2016 rules. The
EPA has also adopted rules requiring the monitoring and reporting of GHG emissions from specified sources in the U.S., including, among other things, certain onshore
oil and natural gas production facilities, on an annual basis.

On an international level, the U.S. was one of 175 countries to sign an international climate change agreement in Paris, France that requires member countries to set
their own GHG emission reduction goals beginning in 2020 (the “Paris Agreement”). However, on June 1, 2017, President Trump announced that the U.S. would
withdraw from the Paris Agreement and on November 4, 2019, the U.S. submitted formal notification of its withdrawal to the United Nations. The withdrawal will take
effect one year from delivery of the notification, although there is a possibility that a new administration could choose to rejoin the Paris Agreement. Certain U.S. city
and state governments have announced their intention to satisfy their proportionate obligations under the Paris Agreement. In addition, legislation has from time to time
been introduced in Congress that would establish measures restricting GHG emissions in the U.S., and a number of states, various corporations, and numerous investors
have begun taking actions to control and/or reduce emissions of GHGs. Any such additional regulation could lead to operational delays, increased operating costs and
additional regulatory burdens, and reduced production of oil and natural gas, which could adversely affect our business, financial position, results of operations and net
cash provided by operating activities.

Any legislation or regulatory programs to reduce GHG emissions could increase the cost of consuming, and thereby reduce demand for, the oil and natural gas we
produce. Consequently, legislation and regulatory programs to reduce emissions of GHGs could have an adverse effect on our business, financial condition and results

of operations. Moreover, incentives to conserve energy or use alternative energy sources as a means of addressing climate change could reduce demand for the oil
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and natural gas we produce. In addition, parties concerned about the potential effects of climate change have directed their attention at sources of funding for energy
companies, which has resulted in certain financial institutions, funds and other sources of capital, restricting or eliminating their investment in oil and natural gas
activities. Finally, most scientists have concluded that increasing concentrations of GHGs in the Earth’s atmosphere may produce climate changes that have significant
physical effects, such as increased frequency and severity of storms, floods and other climatic events. If any such effects were to occur, they could adversely affect or
delay demand for the oil or natural gas produced or cause us to incur significant costs in preparing for or responding to those effects.

Uncertainty regarding derivatives legislation could have an adverse impact on our ability to hedge risks associated with our business.

Title VII of the Dodd-Frank Act, enacted in 2010, expands federal oversight and regulation of the derivatives markets and entities, such as us, that participate in those
markets. Those markets involve derivative transactions, which include certain instruments, such as interest rate swaps, forward contracts, option contracts, financial
contracts and other contracts, used in our risk management activities. The Dodd-Frank Act requires that most swaps ultimately will be cleared through a registered
clearing facility and that they be traded on a designated exchange or swap execution facility, with certain exceptions for entities that use swaps to hedge or mitigate
commercial risk. The Dodd-Frank Act requirements relating to derivative transactions have not been fully implemented by the SEC and the Commodities Futures
Trading Commission and the current presidential administration has indicated a desire to repeal and/or replace certain provisions of the Dodd-Frank Act. Uncertainty
regarding the current law and any new regulations could increase the operational and transactional cost of derivatives contracts and affect the number and/or
creditworthiness of available counterparties. Even though monitored by management, our hedging activities may fail to protect us and could reduce our earnings and
cash flow. Our hedging activity may be ineffective or adversely affect cash flow and earnings because, among other factors, hedging can be expensive, particularly
during periods of volatile prices; our counterparty in the hedging transaction may default on its obligation to pay or otherwise fail to perform; and available hedges
may not correspond directly with the risks against which we seek protection.

In addition, we may transact with counterparties based in the European Union, Canada or other jurisdictions which are in the process of implementing regulations to
regulate derivatives transactions, some of which are currently in effect and impose operational and transactional costs on our derivatives activities.

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 past years, legislation has been proposed that would, if enacted into law, make significant changes to U.S. 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, but are not limited to, (i) the
repeal of the percentage depletion allowance for oil and natural gas properties, (ii) the elimination of current deductions for intangible drilling and development costs,
and (iii) an extension of the amortization period for certain geological and geophysical expenditures. Although these provisions were largely unchanged in the Tax Cuts
and Jobs Act of 2017 (which was signed on December 22, 2017), Congress could consider, and could include, some or all of these proposals as part of future tax reform
legislation. It is unclear whether any of the foregoing or similar proposals will be considered and enacted as part of future tax reform legislation and if enacted, how
soon any such changes could become effective. The passage of any legislation as a result of these proposals 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 and any such change
could have an adverse effect on our financial position, results of operations and cash flows.

Risks Relating to Our Common Stock

There may be circumstances in which the interests of our significant stockholders could be in conflict with the interests of our other stockholders.

Funds associated with Elliott Associates, L.P., Fir Tree Capital Management LP and York Capital Management, L.P. collectively owned approximately 65% of our
common stock as of December 31, 2019. Circumstances may arise in which these stockholders may have an interest in pursuing or preventing acquisitions, divestitures

or other transactions that, in their
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judgment, could enhance their investment in the Company. Such transactions might adversely affect us or other holders of our common stock.
Our significant concentration of share ownership may adversely affect the trading price of our common stock.

As of December 31, 2019, approximately 65% of our common stock was beneficially owned by three holders each of which has a representative on the Board. Our
significant concentration of share ownership may adversely affect the trading price of our common stock because of the lack of trading volume in our common stock
and because investors may perceive disadvantages in owning shares in companies with significant stockholders.

Our ability to pay dividends may impact the trading price of our common stock.

Although we paid a one-time cash distribution on December 12, 2019, we are not currently paying a regular cash dividend; however, the Board of Directors periodically
reviews our liquidity position to evaluate whether or not to pay a cash dividend. Any future payment of cash dividends would be subject to the restrictions in the Riviera
Credit Facility. Our ability to pay dividends or for us to receive dividends from our operating companies may negatively impact the trading price of our common stock.

Certain provisions in our certificate of incorporation, bylaws and Delaware law may make it difficult for stockholders to change the composition of our Board of
Directors and may prevent or delay an acquisition of Riviera, which could decrease the trading price of our common stock.

Our certificate of incorporation, bylaws and Delaware corporate law contain provisions that may have the effect of deterring or delaying coercive takeover practices and
inadequate takeover bids. For example, our certificate of incorporation and bylaws require advance notice for stockholder proposals to nominate directors or present
matters at stockholder meetings, place limitations on convening stockholder meetings and authorize our board of directors to issue one or more series of preferred
stock. These provisions could enable our board of directors to delay or prevent a transaction that some, or a majority, of our stockholders may believe to be in their best
interests and, in that case, may discourage or prevent attempts to remove and replace incumbent directors. These provisions may also discourage or prevent any
attempts by our stockholders to replace or remove our current management by making it more difficult for stockholders to replace members of our board of directors,
which is responsible for appointing the members of our management.

Risks Relating to Our Midstream Business

Because substantially all revenue in the Blue Mountain segment is derived from selling volumes purchased from Roan Resources LLC (“Roan”), a wholly owned
indirect subsidiary of Citizen Operating, LLC (“Citizen Operating” and together with Roan, “Citizen”), any development that materially and adversely affects the
operations, financial condition or market reputation of Citizen could have a material and adverse impact on us.

Citizen is the most significant counterparty for our wholly owned subsidiary, Blue Mountain Midstream, and selling volumes purchased from Citizen accounted for
substantially all the revenues for the Blue Mountain segment in 2019. We expect Blue Mountain Midstream to derive a material portion of its revenues from selling
volumes purchased from Citizen for the foreseeable future. As a result, any event, whether in our area of operations or otherwise, that adversely affects Citizen’s
production, drilling and completion schedule, financial condition, leverage, market reputation, liquidity, results of operations or cash flows may adversely affect Blue
Mountain Midstream’s business, results of operations and cash flows.

For example, Blue Mountain Midstream’s acreage dedication and commitments from Citizen cover midstream and water management services in a number of areas that
are at the early stages of development and in areas that Citizen is still determining whether to develop. In addition, Citizen owns acreage in areas that are not dedicated
to Blue Mountain Midstream. We cannot predict which of these areas Citizen will determine to develop and at what time. Citizen may decide to explore and develop
areas in which Blue Mountain Midstream has a smaller operating interest in the midstream or water treatment assets that service that area, or where the acreage is not
dedicated to Blue Mountain Midstream, rather than areas in which Blue Mountain Midstream has a larger operating interest in the midstream or water management
assets that service that area. Citizen’s decision to develop acreage that is not dedicated to Blue Mountain Midstream or in which Blue Mountain Midstream has a
smaller operating interest in may adversely affect our business, financial condition, results of operations and cash flows.
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Further, Blue Mountain Midstream is subject to the risk of non-performance by Citizen, with respect to our natural gas gathering, processing and compression, oil
gathering, and water management services agreements. We cannot predict the extent to which Citizen’s business would be impacted if conditions in the energy industry
deteriorate, nor can we estimate the impact such conditions would have on Citizen’s ability to execute its drilling and development program or perform under our natural
gas gathering, processing and compression, oil gathering, and water management services agreements. Any material non-performance by Citizen could adversely affect
the Blue Mountain segment’s business, results of operations and cash flows.

Our construction of Blue Mountain Midstream’s natural gas gathering, processing and compression, oil gathering, and water treatment or other assets, may not be
completed on schedule, at the budgeted cost or at all, and they may not result in revenue increases and may be subject to regulatory, environmental, political, legal
and economic risks, which could adversely affect our cash flows, results of operations and financial condition.

The construction of additions or modifications to our existing systems and the construction or purchase of new assets, involves numerous regulatory, environmental,
political and legal uncertainties beyond our control and may require the expenditure of significant amounts of capital. Financing may not be available on economically
acceptable terms or at all. If we undertake these projects, we may not be able to complete them on schedule, at the budgeted cost or at all. Moreover, our revenues may
not increase immediately upon the expenditure of funds on a particular project.

Moreover, we may construct facilities to capture anticipated future production growth in an area in which such growth does not materialize. As a result, new natural gas
gathering, processing and compression, oil gathering, and water treatment or other assets may not be able to attract enough throughput to achieve our expected
investment return, which could adversely affect our results of operations and financial condition. In addition, the construction of our assets, or additions to our existing
assets, may require us to obtain rights-of-way prior to constructing pipelines or facilities. We may be unable to timely obtain such rights-of-way or capitalize on other
attractive expansion opportunities. Additionally, it may become more expensive for us to obtain rights-of-way or to expand or renew existing rights-of-way. If the cost
of renewing or obtaining rights-of-way increases, our cash flows could be adversely affected.

Blue Mountain Midstream’s significant natural gas gathering, processing and compression, oil gathering, and water management services agreements are not
supported by minimum volume commitments.

Blue Mountain Midstream’s natural gas gathering, processing and compression, oil gathering, and water management services agreements with Citizen are not
supported by minimum volume commitments from Citizen. Any decrease in the current levels of throughput on Blue Mountain Midstream’s natural gas gathering,
processing and compression, oil gathering, or water management systems could adversely affect Blue Mountain Midstream’s business, results of operations and cash
flows.

Blue Mountain Midstream’s dedication from Citizen under its natural gas gathering, processing and compression agreement is not the only dedication in Citizen’s
area of operations.

Blue Mountain Midstream’s natural gas gathering, processing and compression agreement with Citizen contains an acreage dedication through November

2030. However, Citizen has multiple dedications in certain of its area of operations that Blue Mountain Midstream services. If Citizen is unable to effectively manage
these split dedications within a section with multiple dedications, or if competition from other midstream providers results in Citizen focusing on acreage that is not
dedicated to Blue Mountain, it could have an adverse effect on our business and financial condition.

If Citizen sells any of the dedicated acreage to a third party, the third party’s financial condition could be materially worse than Citizen’s, and thus we could be
subject to the non-payment or non-performance by the third party.

Under Blue Mountain Midstream’s agreements with Citizen, Citizen is required to deliver its natural gas production, produced water and oil from the contract areas (the
“dedicated acreage”). If Citizen sells any of the dedicated acreage to a third party, the third party’s financial condition could be materially worse than Citizen’s. In such
a case, we may be subject to risks of loss resulting from non-payment or non-performance by the third party, which risks may increase during periods of economic
uncertainty. Furthermore, the third party may be subject to their own operating and regulatory risks, which could increase the risk that that third party may default on its
obligations to Blue Mountain Midstream. Any material non-payment
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or non-performance by the third party could adversely affect Blue Mountain Midstream’s business, results of operations and cash flows.
Blue Mountain Midstream may not be successful in balancing our purchases and sales and may be subject to adverse pricing differentials.

Blue Mountain Midstream is party to certain long-term gas, NGL and condensate sales commitments that it satisfies through supplies purchased under long-term gas
and NGL purchase agreements. Over time, the supplies that it has under contract may decline due to reduced drilling or other causes, and it risks losing offtake
capacity. In addition, a producer could fail to deliver expected volumes or deliver in excess of expected volumes. Any of these actions could cause our purchases and
sales not to be balanced. Over time, the costs of covering those imbalances could affect Blue Mountain’s competitive position and its financial results. If Blue
Mountain Midstream’s purchases and sales are not balanced, we will face increased exposure to commodity price risks and could have increased volatility in our
operating income.

In addition, Blue Mountain Midstream has in the past experienced a negative impact on its financial results from the spread between the index price at which it is
committed to purchase natural gas and associated natural gas liquids in production areas and the index price at which it can sell natural gas and natural gas liquids into
market areas. Changes in this basis spread could significantly affect our margins or even result in losses.

Our contracts are subject to renewal risks.

We are a party to certain long term, fixed fee contracts with terms of various durations. As these contracts expire, we will have to negotiate extensions or renewals with
existing suppliers and customers or enter into new contracts with other suppliers and customers. We may not be able to obtain new contracts on favorable commercial
terms, if at all. We also may be unable to maintain the economic structure of a particular contract with an existing customer or maintain the overall mix of our contract
portfolio. The extension or replacement of existing contracts depends on a number of factors beyond our control, including:

. the level of existing and new competition to provide services to our markets;

. the macroeconomic factors affecting our current and potential customers;

. the balance of supply and demand, on a short-term, seasonal and long-term basis, in our markets;
. the extent to which the customers in our markets are willing to contract on a long-term basis; and
. the effects of federal, state or local regulations on the contracting practices of our customers.

Our inability to renew our existing contracts on terms that are favorable or to successfully manage our overall contract mix over time may have a material adverse effect
on our business, results of operations and financial condition.

Mergers among our customers and competitors could result in lower volumes being shipped on our pipelines or products stored in or distributed through our
terminals, thereby reducing the amount of cash we generate.

Mergers among our existing customers and our competitors could provide strong economic incentives for the combined entities to utilize their existing systems instead
of ours in those markets where our systems compete. As a result, we could lose some or all of the volumes and associated revenue from these customers. As a
significant portion of our operating costs are fixed, a reduction in volumes would result not only in less revenue, but also a decline in cash flow of a similar magnitude,
which could materially adversely affect our results of operations, financial position or cash flows.

We do not own all of the land on which our pipelines and facilities are located, which could result in disruptions to our operations.

We do not own all of the land on which our pipelines and facilities have been constructed, and we are, therefore, subject to the possibility of more onerous terms and/or
increased costs to retain necessary land use if we do not have valid rights-of-way or if such rights-of-way lapse or terminate or if our pipelines are not properly located
within the boundaries of such rights-of-way. We obtain the rights to construct and operate our pipelines on land owned by third parties and governmental agencies for a
specific period of time. If we were to be unsuccessful in renegotiating rights-of-way, we might have to relocate our facilities. Our loss of these rights, through our
inability to renew right-of-way contracts or otherwise, could have a material adverse effect on our business, results of operations and financial condition.
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Our assets may not be adequately insured, and we could experience losses that exceed our insurance coverage.
We are not fully insured against all hazards or operational risks related to our businesses, and the insurance we carry requires that we meet certain deductibles before we
can collect for any losses we sustain. If a significant accident or event occurs that is not fully insured, it could materially adversely affect our results of operations,

financial position or cash flows and our ability to pay cash distributions.

In addition to the foregoing risks affecting our midstream business, many of the risks that apply to our upstream business also apply to our midstream business.

Item 1B. Unresolved Staff Comments
None
Item 2. Properties

Information concerning proved reserves, production, wells, acreage and related matters are contained in Item 1. “Business.”

The Company’s obligations under its Credit Facilities are secured by mortgages on substantially all of the Company’s oil and natural gas properties. See Note 6 for
additional details about the Credit Facilities.

Offices

The Company’s principal corporate office is located at 600 Travis, Suite 1700, Houston, Texas 77002. The Company maintains additional offices in Louisiana and
Oklahoma.

Item 3. Legal Proceedings

On May 11, 2016, Linn Energy, LLC, certain of its direct and indirect subsidiaries, and LinnCo, LLC (collectively, the “LINN Debtors”) and Berry Petroleum Company,
LLC (“Berry” and collectively with the LINN Debtors, the “Debtors”) filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the U.S.
Bankruptcy Court for the Southern District of Texas (the “Bankruptcy Court”). The Debtors’ Chapter 11 cases were administered jointly under the caption In re Linn
Energy, LLC, et al., Case No. 16-60040. On January 27, 2017, the Bankruptcy Court entered an order approving and confirming the plan (the “Plan”) of reorganization
of the Debtors (the “Confirmation Order”). Consummation of the Plan was subject to certain conditions set forth in the Plan. On February 28, 2017, all of the
conditions were satisfied or waived and the Plan became effective and was implemented in accordance with its terms. On September 27, 2018, the Bankruptcy Court
closed the LINN Debtors’ Chapter 11 cases, but retained jurisdiction as provided in the Confirmation Order.

The commencement of the Chapter 11 proceedings automatically stayed certain actions against the Company, including actions to collect prepetition liabilities or to
exercise control over the property of the Company’s bankruptcy estates. However, the Company is, and will continue to be until the final resolution of all claims,
subject to certain contested matters and adversary proceedings stemming from the Chapter 11 proceedings, which are not affected by the closure of the LINN Debtors’
Chapter 11 cases.

The Company is not currently a party to any litigation or pending claims that it believes would have a material adverse effect on its overall business, financial position,
results of operations or liquidity; however, cash flow could be significantly impacted in the reporting periods in which such matters are resolved.

Item 4. Mine Safety Disclosures

Not applicable
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Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Riviera’s common stock is quoted on the OTCQX Market under the trading symbol “RVRA” and has been trading since August 8, 2018. No established public trading
market existed for the Company’s common stock prior to August 8, 2018. Over-the-counter market quotations reflect inter-dealer prices, without retail mark-up, mark-
down or commission and may not necessarily represent actual transactions.

At the close of business on January 31, 2020, there were approximately 14 stockholders of record based on information provided by the Company’s transfer agent.
Dividends

Although the Company paid a one-time cash distribution on December 12, 2019, the Company is not currently paying a regular cash dividend; however, the Board of
Directors periodically reviews the Company’s liquidity position to evaluate whether or not to pay a cash dividend. Any future payment of cash dividends would be
subject to the restrictions in the Riviera Credit Facility. See Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ in this
Annual Report on Form 10-K.

Cash Distributions

On November 21, 2019, the Board of Directors of the Company declared a cash distribution of $4.25 per share. A cash distribution totaling approximately $249 million
was paid on December 12, 2019, to shareholders of record as of the close of business on December 5, 2019. In addition, approximately $11 million for potential future
distributions was recorded in restricted cash at December 31, 2019. In December 2019, distributions payable of approximately $2 million related to outstanding share-
based compensation awards was also recorded. These amounts are included in “other accrued liabilities” and “asset retirement obligations and other noncurrent
liabilities” on the consolidated balance sheet at December 31, 2019.

Notwithstanding anything to the contrary set forth in any of the Company’s previous or future filings under the Securities Act of 1933, as amended or the Exchange Act,
as amended that might incorporate this Annual Report on Form 10-K or future filings with the SEC, in whole or in part, the preceding performance information shall be
deemed furnished and shall neither be deemed to be “soliciting material” or to be “filed” with the SEC or incorporated by reference into any filing except to the extent
this performance presentation is specifically incorporated by reference therein.

Securities Authorized for Issuance Under Equity Compensation Plans

See the information incorporated by reference in Item 12. “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters”
regarding securities authorized for issuance under the Company’s equity compensation plans, which information is incorporated by reference into this Item 5.

Sales of Unregistered Securities

None

Issuer Purchases of Equity Securities

The Board has authorized the repurchase of up to $150 million of the Company’s outstanding shares of common stock. Purchases may be made from time to time in
negotiated purchases or in the open market, including through Rule 10b5-1 prearranged stock trading plans designed to facilitate the repurchase of the Company’s shares
during times it would not otherwise be in the market due to self-imposed trading blackout periods or possible possession of material nonpublic information. The timing
and amounts of any such repurchases of shares will be subject to market conditions and certain other factors, and will be in accordance with applicable securities laws
and other legal requirements, including restrictions contained in the Company’s then current credit facility. The repurchase plan does not obligate the Company to

acquire any specific number of shares and may be discontinued at any time.
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The following sets forth information with respect to the Company’s repurchases of shares of its common stock during the fourth quarter of 2019.

Total Number of Shares Approximate Dollar Value of
Total Number Purchased as Part of Publicly Shares that May Yet Be
of Shares Average Price Announced Plans or Purchased Under the Plans or
Period Purchased Paid Per Share Programs Programs (1)

(in thousands)

October 1 — 31 94,374 $ 13.22 94,374 $ 27,926
November 1- 30 44,551 $ 12.85 44,551 $ 27,354
December 1 — 31 366,042 $ 9.11 366,042 $ 24,020
Total 504,967 $ 10.21 504,967

(1) OnJuly 18, 2019, the Board authorized the repurchase of up to $150 million of the Company’s outstanding shares of common stock. On June 13, 2019, the Company announced
the intention to commence a tender offer to purchase $40 million of the Company’s common stock. In July 2019, upon the terms and subject to the conditions described in the Offer
to Purchase dated June 18, 2019, the Company repurchased an aggregate of 2,666,666 shares of common stock at a price of $15.00 per share for a total cost of approximately $40
million (excluding expenses of approximately $440,000 related to the tender offer).
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Item 6. Selected Financial Data

The selected financial data set forth below should be read in conjunction with Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and Item 8. “Financial Statements and Supplementary Data.”

Because of numerous acquisitions and divestitures of properties, as well as the impact of the adoption of fresh start accounting on February 28, 2017, the Company’s
historical results of operations and period-to-period comparisons of those results and certain other financial data may not be meaningful or indicative of future
results. The Company’s historical investment in Roan is reported as discontinued for the period from September 1, 2017 through July 25, 2018. The results of
operations of its California properties are reported as discontinued operations for the period from January 1, 2017 through July 31, 2017, and the years ended
December 31, 2016, and December 31, 2015 (see Note 4).

(in thousands, except per share amounts)
Statement of operations data:

Oil, natural gas and natural gas
liquids sales

Gains (losses) on commodity
derivatives

Depreciation, depletion and
amortization

Interest expense, net of
amounts capitalized

Income tax expense (benefit)

(Loss) income from continuing
operations

Income (loss) from
discontinued operations

Net (loss) income

(Loss) income from continuing
operations per share — basic
and diluted

Income (loss) from
discontinued operations per
share — basic and diluted

Net (loss) income per
share — basic and diluted

Weighted average shares
outstanding —

basic
diluted

Distributions declared per

share

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28, Year Ended December 31,
2019 2018 2017 2017 2016 2015
236,053 $ 420,102 $ 709,363 188,885 $ 874,161 $ 1,065,795
10,091 (23,404) 13,533 92,691 (164,330) 1,027,014
77,089 94,958 133,711 47,155 342,614 513,508
6,997 2,417 12,380 16,725 184,870 456,749
127,859 29,587 385,654 (166) 11,300 (6,307)
(297,570) 20,933 345,131 2,587,557 (343,733) (3,812,416)
3,824 19,674 90,064 (548) (18,354) 9,586
(293,746) 40,607 435,195 2,587,009 (362,087) (3,802,830)
4.71) 0.28 4.53 33.96 (4.51) (50.04)
0.06 0.26 1.18 (0.01) (0.24) 0.13
(4.65) 0.54 5.71 33.95 (4.75) (49.91)
63,118 74,935 76,191 76,191 76,191 76,191
63,118 75,360 76,191 76,191 76,191 76,191
425 $ —  $ — — % — % —
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Successor Predecessor
At or for the Ten
At or for the Year Ended Months Two Months At or for the Year Ended
December 31, Ended Ended December 31,
December 31, February 28,
2019 2018 2017 2017 2016 2015
(in thousands)
Cash flow data:
Net cash provided by (used in):
Operating activities $ 114,441 $ (6,594) $ 231,021 $ 152,714 $ 875,306 $ 1,127,700
Investing activities 265,336 168,162 1,257,352 (58,756) (230,438) (276,023)
Financing activities (280,385) (632,713) (1,111,473) (437,730) (164,150) (850,886)
Balance sheet data:
Total assets $ 816,259 $ 1,592,834 $ 2,868,125 $ 4,444151 $ 6,018,375
Current portion of long-term
debt, net — — — 1,937,729 2,841,518
Long-term debt, net 69,800 24,500 — — 4,447,308
Liabilities subject to
compromise — — — 4,280,005 —
Total equity (deficit) 573,551 1,262,374 2,339,046 (2,587,009) (2,110,804)
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Production data:
Average daily production —
continuing operations:
Natural gas (MMcf/d)
Oil (MBbls/d)
NGL (MBbls/d)

Total (MMcfe/d)
Average daily production —
discontinued operations:
Equity method investments —

Total (MMcfe/d) (1)
California - Total
(MMcfe/d) (2)

Reserves data: (3)
Proved reserves — continuing
operations:
Natural gas (Bcf)
Oil (MMBbIs)
NGL (MMBbIs)
Total (Bcfe)
Proved reserves — discontinued
operations:
Equity method investments —
Total (Bcfe) (1)
California - Total (Bcfe) (2)

Successor Predecessor
At or for the
Ten Months Two Months
At or for the Year Ended Ended Ended At or for the Year Ended
December 31, December 31, February 28, December 31,
2019 2018 2017 2017 2015
197 247 386 495 511 549
1.7 3.2 17.8 20.2 22.1 27.4
5.8 10.3 20.5 21.4 254 25.6
242 328 616 745 796 867
— 64 30 — — —
— — 14 30 32 30
281 1,260 1,377 2,290 2,212
2 4 27 73 74
3 56 72 104 97
316 1,618 1,968 3,350 3,240
— — 694 — —
— — — 170 195

(1) Represents the Company’s historical 50% equity interest in Roan. Production of Roan for 2018 is for the period from January 1, 2018 through July 25, 2018. Production of Roan
for 2017 is for the period from September 1, 2017 through December 31, 2017.

(@) Production of the Company’s California properties reported as discontinued operations for 2017 is for the period from January 1, 2017 through July 31, 2017.

(3)  Inaccordance with Securities and Exchange Commission regulations, reserves were estimated using the average price during the 12-month period, determined as an unweighted
average of the first-day-of-the-month price for each month, excluding escalations based upon future conditions. The average price used to estimate reserves is held constant over

the life of the reserves.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with the financial statements and related notes included in this Annual Report on Form 10-K in
Item 8. “Financial Statements and Supplementary Data.” The following discussion contains forward-looking statements based on expectations, estimates and
assumptions. Actual results may differ materially from those discussed in the forward-looking statements. Factors that could cause or contribute to such differences
include, but are not limited to, market prices for oil, natural gas and natural gas liquids (“NGL”), production volumes, estimates of proved reserves, capital
expenditures, economic and competitive conditions, credit and capital market conditions, regulatory changes and other uncertainties, as well as those factors set forth
in “Cautionary Statement Regarding Forward-Looking Statements” in Item 1. “Business” and in Item 1A. “Risk Factors.”

The reference to a “Note” herein refers to the accompanying Notes to Consolidated and Combined Financial Statements contained in Item 8. “Financial Statements and
Supplementary Data.”

Unless otherwise indicated or the context otherwise requires, references herein to the “Company” refer (i) prior to the Spin-off (as defined below) to Linn Energy, Inc.
(the “Parent”) and its consolidated subsidiaries, and (ii) after the Spin-off, to Riviera Resources, Inc. (“Riviera”) and its consolidated subsidiaries. Unless otherwise
indicated or the context otherwise requires, references herein to “LINN Energy” refer to Linn Energy, Inc. and its consolidated subsidiaries. References to “Successor”
relate to the financial position and results of operations of the Company subsequent to LINN Energy’s emergence from bankruptcy on February 28, 2017. References to
“Predecessor” relate to the financial position of the Company prior to, and results of operations through and including February 28, 2017.

In April 2018, the Parent announced its intention to separate Riviera from LINN Energy. To effect the separation, the Parent and certain of its then direct and indirect
subsidiaries undertook an internal reorganization (including the conversion of Riviera Resources, LL.C from a limited liability company to a corporation named Riviera
Resources, Inc.), following which Riviera holds, directly or through its subsidiaries, substantially all of the assets of LINN Energy, other than LINN Energy’s 50%
equity interest in Roan Resources LLC (“Roan”). A subsidiary of the Company held the equity interest in Roan until the Parent’s internal reorganization on July 25,
2018 (the “Reorganization Date”). Following the internal reorganization, the Parent distributed all of the outstanding shares of Riviera common stock to the Parent’s
shareholders on a pro rata basis (the “Spin-off”). The Spin-off was completed on August 7, 2018.

Prior to the Spin-off, the accompanying consolidated and combined financial statements were prepared on a stand-alone basis and derived from the Parent’s
consolidated financial statements and accounting records for the periods presented as the Company was historically managed as a subsidiary of the Parent.

Historically, a subsidiary of the Company also owned a 50% equity interest in Roan. The Company’s equity earnings (losses), consisting of its share of Roan’s earnings
or losses, are included in the consolidated and combined financial statements through the Reorganization Date. However, on the Reorganization Date, the equity interest
in Roan was distributed to the Parent and is no longer affiliated with Riviera. As such, the Company has classified the investment and equity earnings (losses) in Roan
as discontinued operations on its consolidated and combined financial statements. See Note 4 for additional information. In December 2019, stockholders of Roan
Resources, Inc. approved an Agreement and Plan of Merger (“Merger”) between Roan Resources, Inc. and a subsidiary of Citizen Energy Operating, LLC (“Citizen
Operating”) under which Roan Resources, Inc., including its subsidiary Roan Resources LL.C, became wholly owned subsidiaries of Citizen Operating. The effective
date of the Merger was December 6, 2019, and as a result of the Merger, the Company and Roan no longer share certain mutual directors and significant stockholders.

Following the Spin-off, Riviera is an independent oil and natural gas company with a strategic focus on efficiently operating its mature low-decline assets, developing
its growth-oriented assets, and returning capital to shareholders. Riviera is quoted for trading on the OTCQX Market under the ticker “RVRA,” and the Parent did not
retain any ownership interest in the Company.

On August 7, 2018, Riviera entered into a Transition Services Agreement (the “TSA”) with the Parent to facilitate an orderly transition following the Spin-off. Pursuant
to the TSA, Riviera agreed to provide the Parent with certain finance, financial reporting, information technology, investor relations, legal, payroll, tax and other
services during the term of the TSA. Riviera reimbursed the Parent for, or paid on the Parent’s behalf, all direct and indirect costs and expenses incurred by the Parent
during the term of the TSA in connection with the fees for any such services. Prior to the completion of the Spin-off, a then subsidiary of the Parent distributed $40
million to the Parent to pay the Parent’s obligations during the transition period
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under the TSA (as defined below). Linn Energy, Inc. returned such $40 million to Riviera on September 24, 2018, which included approximately $7 million for the
reimbursement of cash paid to settle the Parent’s restricted stock units held by Riviera’s employees and approximately $1 million for the payment of income taxes on
shares withheld from participants upon vesting (see Note 13). The TSA terminated in accordance with its terms on September 24, 2018.

During the reporting period, the Parent was a successor issuer of Linn Energy, LLC pursuant to Rule 15d-5 of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”). As discussed further in Note 2, on May 11, 2016, (the “Petition Date”), Linn Energy, LLC, certain of its direct and indirect subsidiaries, and LinnCo,
LLC (collectively, the “LINN Debtors”) and Berry Petroleum Company, LLC (“Berry” and collectively with the LINN Debtors, the “Debtors™), filed voluntary petitions
for relief under Chapter 11 of the U.S. Bankruptcy Code (“Bankruptcy Code”) in the U.S. Bankruptcy Court for the Southern District of Texas (“Bankruptcy

Court”). The Debtors” Chapter 11 cases were administered jointly under the caption In re Linn Energy, LLC, et al., Case No. 16-60040. During the pendency of the
Chapter 11 proceedings, the Debtors operated their businesses as “debtors-in-possession” under the jurisdiction of the Bankruptcy Court and in accordance with the
applicable provisions of the Bankruptcy Code. LINN Energy emerged from bankruptcy effective February 28, 2017, (the “Effective Date”).

Riviera is a successor issuer of the Parent pursuant to Rule 15d-5 of the Exchange Act.
Executive Overview

The Company’s upstream reporting segment properties are currently primarily located in two operating regions in the United States (“U.S.”):

. Mid-Continent, which includes properties in the Northwest STACK in northwestern Oklahoma and various other oil and natural gas producing properties
throughout Oklahoma; and
. North Louisiana, which includes oil and natural gas properties producing primarily from the Hosston, Cotton Valley Bossier and Smackover formations.

In the first quarter of 2020, the Company completed the sale of its interests in non-operated properties located in the Drunkards Wash field in the Uinta Basin, the
Overton field in East Texas and the Personville field in East Texas. These properties are included in “assets held for sale” on the consolidated balance sheet as of
December 31, 2019. Reserve information as of December 31, 2019, includes amounts associated with these properties. See Note 4 for additional information.

During 2019, the Company divested all of its properties located in the Hugoton Basin and Michigan/Illinois operating regions. During 2018, the Company divested all
of its properties located in the Permian Basin operating region. During 2017, the Company divested all of its properties located in the California and South Texas
operating regions. As a result of the Company’s strategic exit from California in 2017 (completed by the sale of its interest in properties located in the San Joaquin
Basin and the Los Angeles Basin in California), the Company classified the results of operations and cash flows of its California properties as discontinued operations
on its consolidated and combined financial statements. See Note 4 for details of the Company’s divestitures.

The Blue Mountain reporting segment consists of a state of the art cryogenic natural gas processing facility, a network of gathering pipelines and compressors and
produced water services and a crude oil gathering system located in the Merge/SCOOP/STACK play, each of which is owned by Blue Mountain Midstream LLC (“Blue

Mountain Midstream™), a wholly owned subsidiary of the Company.

In addition to the activities described above, the Company has also engaged an investment bank to explore a potential sale or merger of Riviera or Blue Mountain
Midstream.

For the year ended December 31, 2019, the Company’s results included the following:

. oil, natural gas and NGL sales of approximately $236 million compared to $420 million for the year ended December 31, 2018;
. average daily production of approximately 242 MMcfe/d compared to 328 MMcfe/d for the year ended December 31, 2018;
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. net loss of approximately $294 million compared to net income of $41 million for the year ended December 31, 2018;
. net cash provided by operating activities of approximately $114 million compared to net cash used in operating activities of approximately $7 million for the
for the year ended December 31, 2018;
. capital expenditures of approximately $172 million compared to $170 million for the year ended December 31, 2018; and

. 61 wells drilled (all successful) compared to 52 wells drilled (all successful) for 2018.
Predecessor and Successor Reporting

As aresult of the application of fresh start accounting (see Note 2), the Company’s consolidated and combined financial statements and certain note presentations are
separated into two distinct periods, the period before the Effective Date (labeled Predecessor) and the period after that date (labeled Successor), to indicate the
application of a different basis of accounting between the periods presented. Despite this separate presentation, there was continuity of the Company’s operations.

Divestitures
Below are the Company’s completed divestitures in 2019:

On November 22, 2019, the Company completed the sale of its interest in the remaining properties located in the Hugoton Basin (the “Hugoton Basin Assets

Sale”). Cash proceeds received from the sale of these properties were approximately $286 million. During the year ended December 31, 2019, the Company recorded a
noncash impairment charge of approximately $100 million to reduce the carrying value of these assets to fair value. In connection with the Hugoton Basin Assets Sale,
the buyer also acquired the Company’s interests in Mayzure, LLC, a wholly owned subsidiary of the Company, which was the counterparty to the volumetric production
payment agreements based on helium produced from certain oil and natural gas properties in the Hugoton Basin.

Blue Mountain Midstream entered into an agreement with a potential customer to construct a gathering system, as well as gather and process gas. During the third
quarter of 2019, a decision was made not to proceed with the gas gathering and processing contract, and as a result, the customer reimbursed Blue Mountain Midstream
for capital deployed and operating expenses incurred, in addition to paying a success fee for constructing the assets. During the year ended December 31, 2019, Blue
Mountain Midstream received a capital reimbursement of approximately $20 million. Blue Mountain Midstream also received approximately $4 million for the success
fee and the expense reimbursement, which is included in “(gains) losses on sale of assets and other, net” on the consolidated and combined statement of operations.

On September 5, 2019, the Company completed the sale of its interest in properties located in Illinois. Cash proceeds from the sale of these properties were
approximately $4 million and the Company recorded a net gain of approximately $4 million.

On August 30, 2019, the Company completed the sale of its interest in non-core assets located in North Louisiana. Cash proceeds from the sale were approximately $2
million and the Company recorded a net gain of approximately $376,000.

On July 3, 2019, the Company completed the sale of its interest in properties located in Michigan (the “Michigan Assets Sale”). Cash proceeds from the sale of these
properties were approximately $39 million. The Company recorded a noncash impairment charge to reduce the carrying value of these assets to fair value of
approximately $18 million for the year ended December 31, 2019.

On May 31, 2019, the Company completed the sale of its interest in non-operated properties located in the Hugoton Basin in Kansas. Cash proceeds received from the
sale of these properties were approximately $29 million and the Company recognized a net loss of approximately $10 million.

On January 17, 2019, the Company completed the sale of its interest in properties located in the Arkoma Basin in Oklahoma (the “Arkoma Assets Sale”). Cash
proceeds received from the sale of these properties were approximately $64 million (including a deposit of approximately $5 million received in 2018), and the

Company recognized a net gain of approximately $28 million.
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Divestitures — Subsequent Events

On January 15, 2020, the Company completed the sale of its interests in non-operated properties located in the Drunkards Wash field in the Uinta Basin (the “Drunkards
Wash Asset Sale”). Cash proceeds from the sale of these properties were approximately $4 million (including a deposit of approximately $450,000 received in 2019).

On January 31, 2020, the Company completed the sale of its interest in properties located in the Overton field in East Texas (the “Overton Assets Sale”). Cash proceeds
from the sale of these properties were approximately $17 million (including a deposit of approximately $2 million received in 2019). During the year ended
December 31, 2019, the Company recorded a noncash impairment charge of approximately $13 million to reduce the carrying value of these assets to fair value.

On February 14, 2020, the Company completed the sale of its interest in properties located in the Personville field in East Texas (the “Personville Assets Sale”). Cash
proceeds from the sale of these properties were approximately $29 million (including a deposit of approximately $3 million received in 2019). During the year ended
December 31, 2019, the Company recorded a noncash impairment charge of approximately $72 million to reduce the carrying value of these assets to fair value.

On November 20, 2019, the Company signed an agreement to sell its building located in Oklahoma City, Oklahoma for an amended contract price of $21 million. The
sale is expected to close in the first quarter of 2020. During the year ended December 31, 2019, the Company recorded a noncash impairment charge of approximately
$5 million to reduce the carrying value of this asset to fair value.

The assets and liabilities associated with the sale of the Oklahoma office building, the Drunkards Wash Asset Sale, the Overton Assets Sale and the Personville Assets
Sale are classified as held for sale on the consolidated balance sheet at December 31, 2019.

Oil Services Agreement

On July 17, 2019, a subsidiary of Blue Mountain Midstream entered into an agreement with Roan to gather Roan’s oil in the Merge/SCOOP/STACK play. The
agreement provides for a 10-year term covering an 89,000 net acre dedicated area in nine Townships in central Oklahoma. Blue Mountain plans to construct an initial
crude system consisting of approximately 28 miles of gathering pipelines with two downstream interconnections providing Roan with direct access to the Cushing
market. The Blue Mountain system will initially be capable of transporting up to 60,000 barrels per day of crude oil. Services will commence in the first half of
2020. On December 6, 2019, Roan became a wholly owned indirect subsidiary of Citizen Operating.

Water Services Agreement

On January 31, 2019, a subsidiary of Blue Mountain Midstream entered into an agreement with Roan to exclusively manage all of Roan’s water needs for its drilling
and completion operations in Central Oklahoma. Blue Mountain Midstream provides comprehensive water management services including pipeline gathering, disposal,
treatment and redelivery of recycled water for re-use. The agreement is supported by a 10-year acreage dedication in 67 Townships covering portions of seven
Oklahoma Counties. On December 6, 2019, Roan became a wholly owned indirect subsidiary of Citizen Operating.

2019 Oil and Natural Gas and Midstream Capital Expenditures

During the year ended December 31, 2019, the Company had total capital expenditures, excluding acquisitions, of approximately $172 million, including approximately
$63 million related to its oil and natural gas capital program and approximately $105 million related to Blue Mountain Midstream.

2020 Oil and Natural Gas and Midstream Capital Budget
For 2020, the Company estimates its total capital expenditures, excluding acquisitions, will be approximately $52 million, including approximately $25 million related
to its oil and natural gas capital program and approximately $27 million related to Blue Mountain Midstream. This estimate is under continuous review and subject to

ongoing adjustments.
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Financing Activities

Riviera Credit Facility

Riviera’s credit agreement provides for a senior secured reserve-based revolving loan facility (the “Riviera Credit Facility”). On September 27, 2019, the Company
entered into an amendment to the Riviera Credit Facility to, among other things, extend its maturity date to August 4, 2021. The amendment resulted in a borrowing
commitment reduction from $230 million to $90 million, primarily due to asset sales, with the next scheduled borrowing base redetermination to occur on April 1, 2020.

Blue Mountain Midstream Credit Facility

Blue Mountain Midstream’s credit agreement provides for a senior secured revolving loan facility (the “Blue Mountain Midstream Credit Facility”). On February 8,
2019, the borrowing commitment under the Blue Mountain Midstream Credit Facility was increased to $200 million. The Blue Mountain Credit Facility together with
the Riviera Credit Facility, are referred to as the “Credit Facilities.”

Cash Distributions

On November 21, 2019, the Board of Directors of the Company declared a cash distribution of $4.25 per share. A cash distribution totaling approximately $249 million
was paid on December 12, 2019, to shareholders of record as of the close of business on December 5, 2019. In addition, approximately $11 million for potential future
distributions was recorded in restricted cash at December 31, 2019. In December 2019, distributions payable of approximately $2 million related to outstanding share-
based compensation awards was also recorded. These amounts are included in “other accrued liabilities” and “asset retirement obligations and other noncurrent
liabilities” on the consolidated balance sheet at December 31, 2019.

Share Repurchase Program

On July 18, 2019, the Company’s Board of Directors increased the share repurchase authorization to $150 million of the Company’s outstanding shares of common
stock. During the year ended December 31, 2019, the Company repurchased an aggregate of 8,475,514 shares of common stock at an average price of $12.72 per share
for a total cost of approximately $108 million. Included in this number are private purchases of 2,380,425 shares of common stock purchased at a discount to market, at
an average price of $10.91 for a total cost of approximately $26 million. See Note 12 for additional information. For the period from January 1, 2020 through
February 21, 2020, the Company repurchased 171,107 shares of common stock at an average price of $7.84 for a total cost of approximately $1 million. At

February 21, 2020, approximately $23 million was available for share repurchases under the program. Any share repurchases are subject to restrictions in the Riviera
Credit Facility.

Tender Offer

On June 13, 2019, the Company’s Board of Directors announced the intention to commence a tender offer to purchase $40 million of the Company’s common stock. In
July 2019, upon the terms and subject to the conditions described in the Offer to Purchase dated June 18, 2019, the Company repurchased an aggregate of 2,666,666
shares of common stock at a price of $15.00 per share for a total cost of approximately $40 million (excluding expenses of approximately $440,000 related to the tender
offer).

Commodity Derivatives
During the year ended December 31, 2019, the Company entered into commodity derivative contracts consisting of natural gas fixed price swaps and NGL fixed price
swaps for 2019 and oil fixed price swaps and natural gas basis swaps for 2020. In July 2019, in connection with the closing of the Michigan Assets Sale, the Company

canceled its MichCon natural gas basis swaps for 2019 and 2020.
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Comparison of the Years Ended December 31, 2019, and December 31, 2018

The following table reflects the Company’s results of operations for each of the periods presented:

Revenues and other:
Natural gas sales
Oil sales
NGL sales
Total oil, natural gas and NGL sales
Gains (losses) on commodity derivatives
Marketing and other revenues

Expenses:
Lease operating expenses
Transportation expenses
Marketing expenses
General and administrative expenses (1)
Exploration costs
Depreciation, depletion and amortization
Impairment of assets held for sale and long-lived assets
Taxes, other than income taxes
(Gains) losses on sale of assets and other, net

Other income and (expenses)

Reorganization items, net

(Loss) income from continuing operations before income taxes
Income tax expense

(Loss) income from continuing operations

Income from discontinued operations, net of income taxes

Net (loss) income

Management’s Discussion and Analysis of Financial Condition and Results of Operations - Continued

Year Ended December 31,
2019 2018 Variance
(in thousands)
$ 163,778 $ 250,831 $ (87,053)
35,253 74,696 (39,443)
37,022 94,575 (57,553)
236,053 420,102 (184,049)
10,091 (23,404) 33,495
233,635 268,961 (35,326)
479,779 665,659 (185,880)
77,719 120,097 (42,378)
64,149 83,562 (19,413)
166,651 220,971 (54,320)
61,671 245,291 (183,620)
5,122 5,178 (56)
77,089 94,958 (17,869)
208,376 15,697 192,679
15,374 29,730 (14,356)
(20,743) (208,598) 187,855
655,408 606,886 48,522
(7,441) (3,094) (4,347)
13,359 (5,159) 18,518
(169,711) 50,520 (220,231)
127,859 29,587 98,272
(297,570) 20,933 (318,503)
3,824 19,674 (15,850)
$ (293,746) $ 40,607 $ (334,353)

[€)] General and administrative expenses for the years ended December 31, 2019, and December 31, 2018, include approximately $11 million and $132 million, respectively, of share-
based compensation expenses and approximately $5 million and $27 million, respectively, of severance costs. General and administrative expenses for the year ended

December 31, 2018, include approximately $8 million of Spin-off related costs.
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Average daily production:
Natural gas (MMcf/d)
Oil (MBbls/d)

NGL (MBbls/d)
Total (MMcfe/d)

Weighted average prices: (1)
Natural gas (Mcf)
0il (Bbl)
NGL (Bbl)

Average NYMEX prices:
Natural gas (MMBtu)
Oil (Bbl)

Costs per Mcfe of production:
Lease operating expenses
Transportation expenses
General and administrative expenses (2)
Depreciation, depletion and amortization
Taxes, other than income taxes

Average daily production — discontinued operations:
Equity method investments — Total (MMcfe/d) (3)

(1) Does not include the effect of gains (losses) on derivatives.

Year Ended December 31,

Variance

@~ @~

B R R

197
1.7
5.8

242

2.28
57.15
17.36

2.63
57.03

0.88
0.73
0.70
0.87
0.17

&~

@~ &

& AP pp

247

3.2
10.3
328

2.78
62.99
25.14

3.09
64.77

1.00
0.70
2.05
0.79
0.25

64

(20%)
(47%)
(44%)
(26%)

(18%)
(9%)
(31%)

(15%)
(12%)

(12%)
4%

(66%)
10%

(30%)

(100%)

(2 General and administrative expenses for the years ended December 31, 2019, and December 31, 2018, include approximately $11 million and $132 million, respectively, of share-
based compensation expenses and approximately $5 million and $27 million, respectively, of severance costs. General and administrative expenses for the year ended

December 31, 2018, include approximately $8 million of Spin-off related costs.

(3)  Represents the Company’s historical 50% equity interest in Roan. Production of Roan for 2018 is for the period from January 1, 2018 through July 25, 2018.
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Upstream Reporting Segment

Year Ended December 31,
2019 2018 Variance
(in thousands)

Oil, natural gas and NGL sales $ 236,053 $ 420,102 $ (184,049)
Marketing and other revenues 73,929 126,943 (53,014)

309,982 547,045 (237,063)
Lease operating expenses 77,719 120,097 (42,378)
Transportation expenses 64,149 83,562 (19,413)
Marketing expenses 40,389 91,869 (51,480)
Severance taxes and ad valorem taxes 17,930 28,598 (10,668)
Total direct operating expenses 200,187 324,126 (123,939)
Field level cash flow (1) $ 109,795 $ 222,919 $ (113,124)

(1) Refer to Note 19 for a reconciliation of field level cash flow to income from continuing operations before income taxes.

Oil, Natural Gas and NGL Sales

Oil, natural gas and NGL sales decreased by approximately $184 million or 44% to approximately $236 million for the year ended December 31, 2019, from
approximately $420 million for the year ended December 31, 2018, due to lower production volumes as a result of divestitures completed in 2018 and 2019, as well as
lower commodity prices. Lower oil and NGL prices resulted in a decrease in revenues of approximately $4 million and $16 million, respectively. Lower natural gas
prices resulted in a decrease in revenues of approximately $37 million.

Average daily production volumes decreased to approximately 242 MMcfe/d for the year ended December 31, 2019, from approximately 328 MMcfe/d for the year
ended December 31, 2018. Lower oil, natural gas and NGL production volumes resulted in a decrease in revenues of approximately $36 million, $50 million and $41

million, respectively.

The following table sets forth average daily production by region:

Year Ended December 31,
2019 2018 Variance
Average daily production (MMcfe/d):

Hugoton Basin 101 138 37) (27%)
Mid-Continent 36 53 17) (32%)
East Texas 42 50 ®) (16%)
Michigan/Illinois 14 28 (14) (50%)
North Louisiana 31 26 5 19%
Uinta Basin 18 23 5) (22%)
Permian Basin — 10 (10) (100%)

242 328 (86) (26%)

The decreases in average daily production volumes in the Hugoton Basin and Mid-Continent regions primarily reflect lower production volumes as a result of
divestitures completed during 2018 and 2019, partially offset by increased development capital spending in the Mid-Continent region. Additionally, Hugoton Basin
volumes were impacted by the election to reject ethane prior to its sale in November 2019. The decreases in average daily production volumes in the Uinta Basin and
Permian Basin regions primarily reflect lower production volumes as a result of divestitures completed during 2018. The decrease in average daily production in the
Michigan/Illinois region reflect lower production volumes, as a result of the Michigan and Illinois Assets Sales in the third quarter of 2019. See Note 4 for additional
information about divestitures. The decreases in average daily production volumes in the East Texas region reflect lower production volumes as a result of reduced
development capital spending and natural declines. The increase in production volumes in North Louisiana is due to new wells drilled in 2019.
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Marketing and Other Revenues
Year Ended December 31,
2019 2018 Variance
(in thousands)

Jayhawk Plant $ 48,861 $ 99,361 $ (50,500)

Helium 18,072 22,135 (4,063)

Other 6,996 5,447 1,549
$ 73,929 $ 126,943 $ (53,014)

Marketing and other revenues decreased by approximately $53 million or 42% to approximately $74 million for the year ended December 31, 2019, from approximately
$127 million for the year ended December 31, 2018. The decrease was primarily due to third party take-in-kind elections. Other primarily includes revenues from other
midstream systems in the East Texas and North Louisiana regions.

Lease Operating Expenses

Lease operating expenses include expenses such as labor, field office, vehicle, supervision, maintenance, tools and supplies, and workover expenses. Lease operating
expenses decreased by approximately $42 million or 35% to approximately $78 million for the year ended December 31, 2019, from approximately $120 million for the
year ended December 31, 2018. The decrease was primarily due to the divestitures completed in 2018 and 2019. Lease operating expenses per Mcfe decreased to $0.88
per Mcfe for the year ended December 31, 2019, from $1.00 per Mcfe for the year ended December 31, 2018.

Transportation Expenses

Transportation expenses decreased by approximately $20 million or 23% to approximately $64 million for the year ended December 31, 2019, from approximately $84
million for the year ended December 31, 2018. The decrease was due to reduced costs as a result of lower production volumes primarily as a result of the divestitures
completed in 2018 and 2019. Transportation expenses per Mcfe increased to $0.73 per Mcfe for the year ended December 31, 2019, from $0.70 per Mcfe for the year
ended December 31, 2018. The increase in the rate per Mcfe is primarily driven by increased expenses in the Hugoton Basin prior to its sale in November 2019.

Marketing Expenses
Year Ended December 31,
2019 2018 Variance
(in thousands)
Jayhawk Plant $ 37,600 $ 88,109 $ (50,509)
Other 2,789 3,760 (971)

$ 40,389 $ 91,869 $ (51,480)

Marketing expenses represent third-party activities associated with company-owned gathering systems, plants and facilities. Marketing expenses decreased by
approximately $52 million or 56% to approximately $40 million for the year ended December 31, 2019, from approximately $92 million for the year ended
December 31, 2018. The decrease was primarily due to third party take-in-kind elections.

Severance and Ad Valorem Taxes
Year Ended December 31,
2019 2018 Variance
(in thousands)

Severance taxes $ 6,925 $ 14,447 $ (7,522)
Ad valorem taxes 11,005 14,151 (3,146)
$ 17,930 $ 28,598 $ (10,668)
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Severance taxes, which are a function of revenues generated from production, decreased primarily due to lower production volumes due to divestitures completed in
2018 and 2019. Ad valorem taxes, which are based on the value of reserves and production equipment and vary by location, decreased primarily due to divestitures
completed in 2018 and 2019.

Field Level Cash Flow
Field level cash flow decreased by approximately $113 million to approximately $110 million for the year ended December 31, 2019, from approximately $223 million
for the year ended December 31, 2018. The decrease was primarily due to the divestitures completed in 2018 and 2019.

Blue Mountain Reporting Segment

Year Ended December 31,
2019 2018 Variance
(in thousands)

Marketing revenues $ 159,706 $ 142,018 $ 17,688
Marketing expenses 120,014 127,263 (7,249)
Severance taxes and ad valorem taxes 1,378 883 495
Total direct operating expenses 121,392 128,146 (6,754)
Field level cash flow (1) $ 38,314 $ 13,872 $ 24,442

(1) Refer to Note 19 for a reconciliation of field level cash flow to income from continuing operations before income taxes.

Marketing Revenues

Marketing revenues increased by approximately $18 million or 12% to approximately $160 million for the year ended December 31, 2019, from approximately $142
million for the year ended December 31, 2018. The increase was due to revenues from the new water services business in 2019 and higher throughput volumes related
to the commissioning of the cryogenic natural gas processing facility in 2018. These increases were partially offset by lower prices. Average daily throughput volumes
increased to approximately 117 MMcf/d for the year ended December 31, 2019, from 95 MMcf/d for the year ended December 31, 2018.

Marketing Expenses

Marketing expenses decreased by approximately $7 million or 6% to approximately $120 million for the year ended December 31, 2019, from approximately $127
million for the year ended December 31, 2018. The decrease was due to lower prices during 2019, partially offset by expenses related to the new water services
business in 2019 and higher volumes.

Field Level Cash Flow

Field level cash flow increased by approximately $24 million or 176% to approximately $38 million for the year ended December 31, 2019, from approximately $14
million for the year ended December 31, 2018. The increase was due to increased revenues from the new water services business in 2019, higher throughput volumes
and the operations of the cryogenic natural gas processing facility in 2018.

Indirect Income and Expenses Not Allocated to Segments

Gains (Losses) on Commodity Derivatives

Gains on commodity derivatives were approximately $10 million for the year ended December 31, 2019, compared to losses of approximately $23 million for the year
ended December 31, 2018, representing a variance of approximately $33 million. Gains and losses on commodity derivatives were primarily due to changes in fair
value of the derivative contracts. The fair value on unsettled derivative contracts changes as future commodity price expectations change compared to the contract
prices on the derivatives. If the expected future commodity prices increase compared to the contract prices on the derivatives, losses are recognized; and if the expected
future commodity prices decrease compared to the contract prices on the derivatives, gains are recognized.

The Company determines the fair value of its commodity derivatives utilizing pricing models that use a variety of techniques, including market quotes and pricing
analysis. See “Item 7A—Quantitative and Qualitative Disclosures About Market Risk”
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and Note 7 and Note 8 for additional details about the Company’s commodity derivatives. For information about the Company’s credit risk related to derivative
contracts, see “~Liquidity and Capital Resources—Counterparty Credit Risk” below.

General and Administrative Expenses

General and administrative expenses are costs not directly associated with field operations and reflect the costs of employees including executive officers, related
benefits, office leases and professional fees. General and administrative expenses decreased by approximately $183 million or 75% to approximately $62 million for the
year ended December 31, 2019, from approximately $245 million for the year ended December 31, 2018. The decrease was primarily due to lower share-based
compensation expenses, lower severance costs and lower salaries and benefits related expenses due to lower headcount primarily offset by lower transition service fees
recorded as a reduction of general and administrative expenses during the year ended December 31, 2018. General and administrative expenses per Mcfe decreased to
$0.70 per Mcfe for the year ended December 31, 2019, from $2.05 per Mcfe for the year ended December 31, 2018.

For professional services expenses related to the Chapter 11 proceedings that were incurred since the Petition Date, see “Reorganization Items, Net.”

Exploration Costs
Exploration costs, which consisted primarily of seismic data expenses, remained constant at approximately $5 million for the year ended December 31, 2019, and
approximately $5 million for the year ended December 31, 2018.

Depreciation, Depletion and Amortization

Depreciation, depletion and amortization decreased by approximately $18 million or 19% to approximately $77 million for the year ended December 31, 2019, from
approximately $95 million for the year ended December 31, 2018. The decrease was primarily due to lower total production volumes partially offset by Blue Mountain
Midstream’s increase in depreciation expense related to the commissioning of the cryogenic natural gas processing facility at the end of the second quarter of 2018 and
related compression and gathering systems.

Impairment of Long-Lived Assets

During the year ended December 31, 2019, the Company recorded noncash impairment charges of approximately $207 million to reduce the carrying value of its
properties sold located in the Hugoton Basin and Michigan and to reduce the carrying value of properties held for sale located in Oklahoma and Texas. During the years
ended December 31, 2019, and December 31, 2018, the Company recorded noncash impairment charges of approximately $1 million and $16 million, respectively,
associated with proved oil and natural gas properties in the Texas, Uinta Basin and Michigan/Illinois regions due to a decline in commodity prices and higher operating
costs.

(Gains) Losses on Sale of Assets and Other, Net
During the year ended December 31, 2019, the Company recorded the following amounts related to divestitures (see Note 4):

. Net gain of approximately $4 million on the sale of its interest in properties located in Illinois;

. Net gain of approximately $376,000 on the sale of its interests in properties located in North Louisiana;

. Net loss of approximately $10 million on the sale of its interest in non-operated properties in the Hugoton Basin; and
. Net gain of approximately $28 million on the Arkoma Assets Sale.

During the year ended December 31, 2018, the Company recorded the following amounts related to divestitures (see Note 4):

. Net gain of approximately $12 million on the sale of its interest in properties located in New Mexico (the “New Mexico Assets Sale”);

. Net gain of approximately $83 million, including costs to sell of approximately $2 million, on the sale of its interest in properties located in the Altamont
Bluebell Field in Utah (the “Altamont Bluebell Assets Sale”);

. Net gain of approximately $54 million, including costs to sell of approximately $2 million, on the sale of its interest in properties located in West Texas (the
“West Texas Assets Sale”); and

. Net gain of approximately $46 million, including costs to sell of approximately $1 million, on the sale of its Oklahoma and Texas Panhandle properties (the

“Oklahoma and Texas Assets Sale”).
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Other Income and (Expenses)

Year Ended December 31,
2019 2018 Variance
(in thousands)

Interest expense, net of amounts capitalized $ (6,997) $ 2,417) % (4,580)
Other, net (444) (677) 233
$ (7,441) $ (3,094) $ (4,347)

Interest expense increased primarily due to higher outstanding debt during 2019. For the year ended December 31, 2019, “other, net” is primarily related to writing off a
portion of the unamortized deferred financing fees of approximately $700,000 and commitment fees for the undrawn portion of the Credit Facilities, partially offset by
interest and rental income. For the year ended December 31, 2018, “other, net” is primarily interest income, partially offset by commitment fees for the undrawn
portion of the Credit Facilities. See “Debt” under “Liquidity and Capital Resources” below for additional details.

Reorganization Items, Net

The Company incurred significant costs and recognized significant gains associated with the reorganization of the Company in connection with the Chapter 11
proceedings. Reorganization items represent costs directly associated with the Chapter 11 proceedings since the Petition Date. For the years ended December 31, 2019,
and December 31, 2018, reorganization items were approximately $13 million and $5 million, respectively. For the year ended December 31, 2019, the Company
recognized a gain of approximately $14 million related to rulings regarding costs and income associated with the Chapter 11 proceeding. Costs incurred for the years
ended December 31, 2019, and December 31, 2018, primarily related to legal and professional fees.

Income Tax Expense

The Company recognized an income tax expense of approximately $128 million compared to $30 million for the years ended December 31, 2019, and December 31,
2018, respectively. During the third quarter of 2019, and for the first time since inception, the Company’s earnings show a cumulative loss which was primarily due to
losses generated during 2019. Based on the cumulative loss and projections of future taxable income for the periods in which our deferred tax assets are deductible, the
Company recorded a full valuation allowance of approximately $171 million to reduce its federal and state net deferred tax assets to an amount that is more likely than
not to be realized. For the year ended December 31, 2018, the effective tax rate is higher than the statutory tax rate primarily due to nondeductible compensation in
connection with the Spin-off.

Income from Discontinued Operations, Net of Income Taxes

As a result of the Company’s internal reorganization in connection with the Spin-off, the equity interest in Roan was distributed to the Parent on the Reorganization Date
and is no longer affiliated with Riviera. As such, the Company has classified the equity earnings in Roan as discontinued operations. As a result of the Company’s
strategic exit from California in 2017, the Company classified the results of operations of its California properties as discontinued operations. In 2019, the Company
recorded a net gain of approximately $4 million for a contingent payment received related to the sale of its California properties. Income from discontinued operations,
net of income taxes was approximately $20 million for the year ended December 31, 2018. See Note 4 for additional information.

Net (Loss) Income

Net (loss) income decreased by approximately $335 million to a net loss of approximately $294 million for the year ended December 31, 2019, from net income of
approximately $41 million for the year ended December 31, 2018. The decrease was primarily due to a noncash impairment charge recorded to the Company’s
properties sold, the Hugoton Basin Assets Sale and the Michigan Asset Sale, a valuation allowance, lower production revenue, lower gains on sales of assets and lower
commodity revenues, partially offset by lower expenses and gains on commodity derivatives during the year ended December 31, 2019. See discussion above for
explanations of variances.
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Results of Operations

Comparison of the Year Ended December 31, 2018, and the Ten Months Ended December 31, 2017, and the Two Months Ended February 28, 2017

The following table reflects the Company’s results of operations for each of the Successor and Predecessor periods presented:

Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
(in thousands)
Revenues and other:
Natural gas sales 250,831 317,529 99,561
Oil sales 74,696 258,055 58,560
NGL sales 94,575 133,779 30,764
Total oil, natural gas and NGL sales 420,102 709,363 188,885
Gains (losses) on commodity derivatives (23,404) 13,533 92,691
Marketing and other revenues (1) 268,961 103,782 16,551
665,659 826,678 298,127
Expenses:
Lease operating expenses 120,097 208,446 49,665
Transportation expenses 83,562 113,128 25,972
Marketing expenses 220,971 69,008 4,820
General and administrative expenses (2) 245,291 117,347 71,745
Exploration costs 5,178 3,137 93
Depreciation, depletion and amortization 94,958 133,711 47,155
Impairment of long-lived assets 15,697 — —
Taxes, other than income taxes 29,730 47,553 14,877
(Gains) losses on sale of assets and other, net (208,598) (623,583) 672
606,886 68,747 214,999
Other income and (expenses) (3,094) (18,613) (16,874)
Reorganization items, net (5,159) (8,533) 2,521,137
Income from continuing operations before income taxes 50,520 730,785 2,587,391
Income tax expense (benefit) 29,587 385,654 (166)
Income from continuing operations 20,933 345,131 2,587,557
Income (loss) from discontinued operations, net of income taxes 19,674 90,064 (548)
Net income 40,607 435,195 2,587,009

(1) Marketing and other revenues for the two months ended February 28, 2017, include approximately $6 million of management fee revenues recognized by the Company from

@

Berry. Management fee revenues are included in “other revenues” on the consolidated and combined statements of operations.

General and administrative expenses for the year ended December 31, 2018, the ten months ended December 31, 2017, the two months ended February 28, 2017, include
approximately $132 million, $41 million and $50 million, respectively, of share-based compensation expenses and approximately $27 million, $2 million and $787,000,
respectively, of severance costs. General and administrative expenses for the year ended December 31, 2018, include approximately $8 million of Spin-off related costs. In
addition, general and administrative expenses for the two months ended February 28, 2017, include expenses incurred by LINN Energy associated with the operations of Berry. On
February 28, 2017, LINN Energy and Berry emerged from bankruptcy as stand-alone, unaffiliated entities.
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Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
Average daily production:
Natural gas (MMcf/d) 247 386 495
Oil (MBbls/d) 3.2 17.8 20.2
NGL (MBbls/d) 10.3 20.5 21.4
Total (MMcfe/d) 328 616 745
Weighted average prices: (1)
Natural gas (Mcf) $ 2.78 $ 2.69 $ 3.41
0il (Bbl) $ 6299 $ 4742 | 8 49.16
NGL (Bbl) $ 25.14 $ 21.28 $ 24.37
Average NYMEX prices:
Natural gas (MMBtu) $ 309 $ 3.00 | $ 3.66
Oil (Bbl) $ 64.77  $ 50.53 | $ 53.04
Costs per Mcfe of production:
Lease operating expenses $ 1.00 $ 1.11 $ 1.13
Transportation expenses $ 070 $ 060 | $ 0.59
General and administrative expenses (2) $ 205  $ 062 [ $ 1.63
Depreciation, depletion and amortization $ 0.79 $ 071 | $ 1.07
Taxes, other than income taxes $ 0.25 $ 0.25 $ 0.34
Average daily production — discontinued operations:
Equity method investments — Total (MMcfe/d) (3) 64 30 —
California — Total (MMcfe/d) (4) — 14 30

[€))
@)

©)

“

Does not include the effect of gains (losses) on derivatives.

General and administrative expenses for the year ended December 31, 2018, the ten months ended December 31, 2017, and the two months ended February 28, 2017, include
approximately $132 million, $41 million and $50 million, respectively, of share-based compensation expenses and approximately $27 million, $2 million and $787,000,
respectively, of severance costs. General and administrative expenses for the year ended December 31, 2018, include approximately $8 million of Spin-off related costs. In
addition, general and administrative expenses for the two months ended February 28, 2017, include expenses incurred by LINN Energy associated with the operations of Berry. On

February 28, 2017, LINN Energy and Berry emerged from bankruptcy as stand-alone, unaffiliated entities.

Represents the Company’s historical 50% equity interest in Roan. Production of Roan for 2018 is for the period from January 1, 2018 through July 25, 2018. Production of Roan

for 2017 is for the period from September 1, 2017 through December 31, 2017.

Production of California properties is for the period from January 1, 2017 through July 31, 2017.
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Upstream Reporting Segment
Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
(in thousands)
Oil, natural gas and NGL sales $ 420,102 $ 709,363 188,885
Marketing and other revenues 126,943 96,595 15,914
547,045 805,958 204,799
Lease operating expenses 120,097 208,446 49,665
Transportation expenses 83,562 113,128 25,972
Marketing expenses 91,869 64,225 4,602
Severance taxes and ad valorem taxes 28,598 47,290 14,773
Total direct operating expenses 324,126 433,089 95,012
Field level cash flow (1) $ 222919 $ 372,869 109,787

(1) Refer to Note 19 for a reconciliation of field level cash flow to income from continuing operations before income taxes.

Oil, Natural Gas and NGL Sales

Oil, natural gas and NGL sales decreased by approximately $478 million or 53% to approximately $420 million or the year ended December 31, 2018, from
approximately $709 million and $189 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively, due to lower
production volumes as a result of divestitures completed in 2017 and 2018 partially offset by higher commodity prices. Higher oil and NGL prices resulted in an
increase in revenues of approximately $18 million and $12 million, respectively. Lower natural gas prices resulted in a decrease in revenues of approximately $3

million.

Average daily production volumes decreased to approximately 328 MMcfe/d for the year ended December 31, 2018, from approximately 616 MMcfe/d and 745
MMcfe/d for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. Lower oil, natural gas and NGL production
volumes resulted in a decrease in revenues of approximately $260 million, $162 million and $83 million, respectively.

The following table sets forth average daily production by region:

Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
Average daily production (MMcfe/d):

Hugoton Basin 138 166 158
Mid-Continent 53 98 110
East Texas 50 53 52
Michigan/Illinois 28 29 29
North Louisiana 26 29 28
Uinta Basin 23 184 294
Permian Basin 10 44 49
South Texas — 13 25
328 616 745

The decrease in average daily production volumes in the Mid-Continent region primarily reflects lower production volumes as a result of LINN Energy’s contribution of

certain upstream assets located in Oklahoma to Roan on August 31, 2017, in
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exchange for a 50% equity interest in Roan (the “Roan Contribution”) partially offset by increased development capital spending in the region. The decreases in
average daily production volumes in the Hugoton Basin, Uinta Basin, Permian Basin and South Texas regions primarily reflect lower production volumes as a result of
divestitures completed during 2017 and 2018. See Note 4 for additional information of divestitures. In addition, the decreases in average daily production volumes in
these and the remaining regions reflect lower production volumes as a result of natural declines and reduced development capital spending driven by continued low
commodity prices and other capital allocation decisions.

Marketing and Other Revenues

Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
(in thousands)

Jayhawk Plant $ 99,361 $ 71,990 $ 5,242
Helium 22,135 19,461 3,795
Other 5,447 5,144 6,877
$ 126,943 $ 96,595 $ 15,914

Marketing and other revenues increased by approximately $14 million or 13% to approximately $127 million for the year ended December 31, 2018, from
approximately $97 million and $16 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. Jayhawk Plant
revenues increased primarily due to a change in contract terms. Other primarily includes revenues from other midstream systems in the East Texas and North Louisiana
regions as well as management fee revenues recognized by the Company from Berry in the Predecessor period.

Lease Operating Expenses

Lease operating expenses include expenses such as labor, field office, vehicle, supervision, maintenance, tools and supplies, and workover expenses. Lease operating
expenses decreased by approximately $138 million or 53% to approximately $120 million for the year ended December 31, 2018, from approximately $208 million and
$50 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The decrease was primarily due to the
divestitures completed in 2017 and 2018 and reduced labor costs for field operations as a result of cost savings initiatives. Lease operating expenses per Mcfe decreased
to $1.00 per Mcfe for the year ended December 31, 2018, from $1.11 per Mcfe and $1.13 per Mcfe for the ten months ended December 31, 2017, and the two months
ended February 28, 2017, respectively, due to change in the asset mix.

Transportation Expenses

Transportation expenses decreased by approximately $55 million or 40% to approximately $84 million for the year ended December 31, 2018, from approximately $113
million and $26 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The decrease was due to reduced
costs as a result of lower production volumes primarily as a result of the divestitures completed in 2017 and 2018. Transportation expenses per Mcfe increased to $0.70
per Mcfe for the year ended December 31, 2018, from $0.60 per Mcfe and $0.59 per Mcfe for the ten months ended December 31, 2017, and the two months ended
February 28, 2017, respectively, due to change in the asset mix.

Marketing Expenses

Marketing expenses represent third-party activities associated with company-owned gathering systems, plants and facilities. Marketing expenses increased by
approximately $23 million or 33% to approximately $92 million for the year ended December 31, 2018, from approximately $64 million and $5 million for the ten
months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The increase was primarily due to higher expenses associated with the
Jayhawk Plant, principally driven by a change in contract terms.

61



Table of Contents

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - Continued

Severance and Ad Valorem Taxes

Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
(in thousands)

Severance taxes $ 14,447 $ 30,074 $ 9,107
Ad valorem taxes 14,151 17,216 5,666
$ 28,598 $ 47,290 $ 14,773

Severance taxes, which are a function of revenues generated from production, decreased primarily due to lower production volumes. Ad valorem taxes, which are based
on the value of reserves and production equipment and vary by location, decreased primarily due to divestitures completed in 2017 and 2018.

Field Level Cash Flow

Field level cash flow decreased by approximately $260 million to approximately $223 million for the year ended December 31, 2018, from approximately $373 million
and $110 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The decrease was primarily due to the
divestitures completed in 2017 and 2018.

Blue Mountain Reporting Segment

Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
(in thousands)

Marketing revenues $ 142,018 $ 7,187 $ 637
Marketing expenses 127,263 4,783 218
Severance taxes and ad valorem taxes 883 121 78
Total direct operating expenses 128,146 4,904 296
Field level cash flow (1) $ 13,872 $ 2,283 $ 341

(1) Refer to Note 19 for a reconciliation of field level cash flow to income from continuing operations before income taxes.

Marketing Revenues

Marketing revenues increased by approximately $134 million to approximately $142 million for the year ended December 31, 2018, from approximately $7 million and
$637,000 for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The increase was due to higher throughput volumes
sold related to the commissioning of the cryogenic natural gas processing facility at the end of the second quarter of 2018. In addition, the Company implemented a
new accounting standard related to revenues from contracts with customers adopted on January 1, 2018. As of January 1, 2018, the Company recognizes service fees
for the processing of commodities purchased as a reduction to the purchase price of those commodities rather than as revenues. This recognition results in a decrease to
revenues and expenses with no impact on net income.

Marketing Expenses

Marketing expenses increased by approximately $122 million to approximately $127 million for the year ended December 31, 2018, from approximately $5 million and
$218,000 for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The increase was due to higher throughput volumes
purchased related to the commissioning of the cryogenic natural gas processing facility at the end of the second quarter of 2018. In addition, the Company implemented
a new accounting standard related to revenues from contracts with customers adopted on January 1,
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2018. As of January 1, 2018, the Company recognizes service fees for the processing of commodities purchased as a reduction to the purchase price of those
commodities rather than as revenues. This recognition results in a decrease to revenues and expenses with no impact on net income.

Field Level Cash Flow
Field level cash flow increased by approximately $11 million primarily due to increased throughput volumes and the operations of the cryogenic natural gas processing
facility during the second half of 2018.

Indirect Income and Expenses Not Allocated to Segments

Gains (Losses) on Commodity Derivatives

Gains and losses on commodity derivatives were losses of approximately $23 million for the year ended December 31, 2018, compared to gains of approximately $14
million and $93 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively, representing a variance of
approximately $130 million. Gains and losses on commodity derivatives were primarily due to changes in fair value of the derivative contracts. The fair value on
unsettled derivative contracts changes as future commodity price expectations change compared to the contract prices on the derivatives. If the expected future
commodity prices increase compared to the contract prices on the derivatives, losses are recognized; and if the expected future commodity prices decrease compared to
the contract prices on the derivatives, gains are recognized.

The Company determines the fair value of its commodity derivatives utilizing pricing models that use a variety of techniques, including market quotes and pricing
analysis. See “Item 7A—Quantitative and Qualitative Disclosures About Market Risk” and Note 7 and Note 8 for additional details about the Company’s commodity
derivatives. For information about the Company’s credit risk related to derivative contracts, see “~Liquidity and Capital Resources—Counterparty Credit Risk” below.

General and Administrative Expenses

General and administrative expenses are costs not directly associated with field operations and reflect the costs of employees including executive officers, related
benefits, office leases and professional fees. In addition, general and administrative expenses in the Predecessor period includes costs incurred by LINN Energy
associated with the operations of Berry. General and administrative expenses increased by approximately $56 million or 30% to approximately $245 million for the
year ended December 31, 2018, from approximately $117 million and $72 million for the ten months ended December 31, 2017, and the two months ended February 28,
2017, respectively. The increase was primarily due to higher share-based compensation expenses, higher severance costs, transition service fees received from Berry in
the prior year, higher professional services expenses primarily related to the Spin-off and accelerated rent expense, partially offset by lower salaries and benefits related
expenses. General and administrative expenses per Mcfe increased to $2.05 per Mcfe for the year ended December 31, 2018, from $0.62 per Mcfe and $1.63 per Mcfe
for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively.

For professional services expenses related to the Chapter 11 proceedings that were incurred since the Petition Date, see “Reorganization Items, Net.”

Exploration Costs

Exploration costs increased by approximately $2 million to approximately $5 million for the year ended December 31, 2018, from approximately $3 million and
$93,000 for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The increase was primarily due to higher seismic
data expenses in the Northwest STACK.

Depreciation, Depletion and Amortization

Depreciation, depletion and amortization decreased by approximately $86 million or 47% to approximately $95 million for the year ended December 31, 2018, from
approximately $134 million and $47 million for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The decrease
was primarily due to lower total production volumes, as well as lower rates as a result of the application of fresh start accounting. Depreciation, depletion and
amortization per Mcfe was $0.79 per Mcfe for the year ended December 31, 2018, compared to $0.71 per Mcfe and $1.07 per Mcfe for the ten months ended
December 31, 2017, and the two months ended February 28, 2017, respectively.
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Impairment of Long-Lived Assets

During the year ended December 31, 2018, the Company recorded an impairment charge of approximately $16 million associated with proved oil and natural gas
properties in the Uinta Basin and Michigan/Illinois regions due to a decline in commodity prices and higher operating costs. The Company recorded no impairment
charges for the ten months ended December 31, 2017, or the two months ended February 28, 2017.

(Gains) Losses on Sale of Assets and Other, Net
During the year ended December 31, 2018, the Company recorded the following amounts related to divestitures (see Note 4):

. Net gain of approximately $12 million on the New Mexico Assets Sale;
. Net gain of approximately $83 million, including costs to sell of approximately $2 million, on the Altamont Bluebell Assets Sale;
. Net gain of approximately $54 million, including costs to sell of approximately $2 million, on the West Texas Assets Sale; and

. Net gain of approximately $46 million, including costs to sell of approximately $1 million, on the Oklahoma and Texas Assets Sale.

During the ten months ended December 31, 2017, the Company recorded the following amounts related to divestitures (see Note 4):

. Net gain of approximately $277 million, including costs to sell of approximately $6 million, on the sale of its interest in properties located in western
Wyoming to Jonah Energy LLC on May 31, 2017 (the “Jonah Assets Sale);

. Net gain of approximately $175 million, including costs to sell of approximately $2 million, on the sale of its interest in properties located in Wyoming on
November 30, 2017;

. Net gain of approximately $116 million, including costs to sell of approximately $3 million, on the sale of its interest in properties located in the Williston
Basin on November 30, 2017;

. Net gain of approximately $30 million, including costs to sell of approximately $1 million, on the sale of its interest in the Salt Creek Field in Wyoming (the
“Salt Creek Assets Sale);

. Net gain of approximately $29 million on the sale of its interest in certain properties located in Texas and New Mexico on August 31, 2017;

. Advisory fees of approximately $17 million associated with the Roan Contribution; and

. Net gain of approximately $14 million, including costs to sell of approximately $1 million, on the sales of its interests in certain properties located in south

Texas on September 12, 2017, August 1, 2017, and July 31, 2017 (collectively, the “South Texas Assets Sales™).

Other Income and (Expenses)

Successor Predecessor
Ten Months Two Months
Year Ended Ended Ended
December 31, December 31, February 28,
2018 2017 2017
(in thousands)

Interest expense, net of amounts capitalized $ (2,417) % (12,380) [ $ (16,725)
Other, net (677) (6,233) (149)
$ (3,004) $ (18,613) | $ (16,874)

Interest expense decreased primarily due to lower outstanding debt during 2018. For the two months ended February 28, 2017, contractual interest, which was not
recorded, on the Predecessor’s senior notes was approximately $37 million. For the year ended December 31, 2018, interest expense is primarily related to amortization
of financing fees. See “Debt” under “Liquidity and Capital Resources” below for additional details. For the year ended December 31, 2018, “other, net” is primarily
related to interest income, partially offset by commitment fees for the undrawn portion of the Credit Facilities. For the ten months ended December 31, 2017, “other,
net” is primarily related to commitment fees for the undrawn portion of the Riviera Credit Facility and the write-off of financing fees.
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Reorganization Items, Net

The Company incurred significant costs and recognized significant gains associated with the reorganization of the Company in connection with the Chapter 11
proceedings. Reorganization items represent costs and income directly associated with the Chapter 11 proceedings since the Petition Date, and also include adjustments
to reflect the carrying value of certain liabilities subject to compromise at their estimated allowed claim amounts, as such adjustments were determined. The following
table summarizes the components of reorganization items included on the consolidated and combined statements of operations:

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, February 28,
December 31, 2018 2017 2017
(in thousands)
Gain on settlement of liabilities subject to compromise $ — $ — | $ 3,914,964
Recognition of an additional claim for the
Predecessor’s second lien notes settlement — — (1,000,000)
Fresh start valuation adjustments — — (591,525)
Income tax benefit related to implementation of
the Plan — — 264,889
Legal and other professional fees (5,055) (8,584) (46,961)
Terminated contracts — — (6,915)
Other (104) 51 (13,315)
Reorganization items, net $ (5,159) $ (8,533)| $ 2,521,137

Income Tax Expense (Benefit)

The Successor was formed as a C corporation. For federal and state income tax purposes (with the exception of the state of Texas), the Predecessor was a limited
liability company treated as a partnership, in which income tax liabilities and/or benefits were passed through to the Predecessor’s unitholders. Limited liability
companies are subject to Texas margin tax. In addition, certain of the Predecessor’s subsidiaries were C corporations subject to federal and state income taxes. The
Company recognized income tax expense of approximately $30 million for the year ended December 31, 2018, compared to income tax expense of approximately $386
million and an income tax benefit of approximately $166,000 for the ten months ended December 31, 2017, and the two months ended February 28, 2017,

respectively. The decrease is primarily due to a decrease in taxable earnings and a decrease in the federal statutory income tax rate. For the year ended December 31,
2018, the effective tax rate is higher than the statutory tax rate primarily due to nondeductible compensation in connection with the Spin-off.

Income (Loss) from Discontinued Operations, Net of Income Taxes

As a result of the Company’s internal reorganization in connection with the Spin-off, the equity interest in Roan was distributed to the Parent on the Reorganization Date
and is no longer affiliated with Riviera. As such, the Company has classified the equity earnings in Roan as discontinued operations. As a result of the Company’s
strategic exit from California in 2017, the Company classified the results of operations of its California properties as discontinued operations. In 2018, the Company
recorded a net gain of approximately $5 million for a contingent payment received related to the sale of its California properties. Income from discontinued operations,
net of income taxes was approximately $20 million, $90 million and a loss of $548,000 for the year ended December 31, 2018, the ten months ended December 31,
2017, and the two months ended February 28, 2017, respectively. See Note 4 for additional information.

Net Income
Net income decreased by approximately $3.0 billion to approximately $41 million for the year ended December 31, 2018, from a net income of approximately $435
million and $2.6 billion for the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively. The decrease was primarily due to

gains included in reorganization items in
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the Predecessor period, lower production revenue, lower gains on sales of assets and losses compared to gains on commodity derivatives, partially offset by lower
expenses. See discussion above for explanations of variances.

Liquidity and Capital Resources

The Company’s sources of cash have primarily consisted of proceeds from its divestitures of oil and natural gas properties, net cash provided by operating activities and
borrowing under the Blue Mountain Credit Facility. As a result of divesting certain oil and natural gas properties during the year ended December 31, 2019, the
Company received approximately $447 million in net cash proceeds. The Company has also used its cash to fund capital expenditures, principally for the development
of its oil and natural gas properties, and plant and pipeline construction, for distributions to shareholders, the Parent’s repurchases of LINN Energy, Inc. Class A
common stock prior to the Spin-off, and repurchases of Riviera’s common stock subsequent to the Spin-off. Based on current expectations, the Company believes its
liquidity and capital resources will be sufficient to conduct its business and operations.

Statements of Cash Flows

The following is a comparative cash flow summary:

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
(in thousands)
Net cash:
Net cash provided by (used in)
operating activities $ 114,441  $ (6,594) $ 231,021 | $ 152,714
Net cash provided by (used in)
investing activities 265,336 168,162 1,257,352 (58,756)
Net cash used in financing activities (280,385) (632,713) (1,111,473) (437,730)
Net increase (decrease) in cash, cash equivalents
and restricted cash $ 99,392 $ (471,145) $ 376,900 | $ (343,772)

Operating Activities

Cash provided by operating activities was approximately $114 million for the year ended December 31, 2019, compared to cash used in operating activities of
approximately $7 million for the year ended December 31, 2018. Cash used in operating activities was approximately $7 million for the year ended December 31, 2018,
compared to cash provided by operating activities of approximately $231 million and $153 million for the ten months ended December 31, 2017, and for the two months
ended February 28, 2017, respectively.
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Investing Activities
The following provides a comparative summary of cash flow from investing activities:

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
(in thousands)
Cash flow from investing activities:
Capital expenditures $ (178,216) $ (207,129) $ (260,316)| $ (58,006)
Acquisition of property, plant and equipment (3,380) — — —
Proceeds from sale of properties and equipment
and other 446,932 368,291 1,172,025 (166)
Net cash provided by (used in) investing
activities — continuing operations 265,336 161,162 911,709 (58,172)
Net cash provided by (used in) investing
activities — discontinued operations — 7,000 345,643 (584)
Net cash provided by (used in) investing
activities $ 265336 $ 168,162  $ 1,257,352 | $ (58,756)

The primary use of cash in investing activities is for the development of the Company’s oil and natural gas properties and construction of Blue Mountain Midstream’s
cryogenic natural gas processing facility, water facilities and related compression and gathering systems. Capital expenditures decreased primarily due to lower
spending on plant and pipeline construction related to Blue Mountain Midstream partially offset by higher oil and natural gas capital spending. The Company made no
material acquisitions of properties during the years ended December 31, 2019, and December 31, 2018, the ten months ended December 31, 2017, and the two months
ended February 28, 2017.

Proceeds from sale of properties and equipment and other for the year ended December 31, 2019, include cash proceeds received of approximately $286 million from
the Hugoton Basin Assets Sale, approximately $59 million (excluding a deposit of approximately $5 million received in 2018) from the Arkoma Assets Sale,
approximately $29 million from the sale of non-operated properties in the Hugoton Basin, approximately $39 million from the Michigan Assets Sale, approximately $4
million from the sale of its interest in properties located in Illinois, approximately $2 million from the sale of its interests in properties located in North Louisiana, and
approximately $20 million from Blue Mountain’s agreement with a customer. Proceeds for the year ended December 31, 2019, also include deposits of approximately
$6 million for 2020 divestitures. Proceeds from sale of properties and equipment and other for the year ended December 31, 2018, include cash proceeds received of
approximately $107 million from the West Texas Assets Sale, approximately $97 million (excluding a deposit of approximately $12 million received in 2017) from the
Oklahoma and Texas Assets Sale, approximately $131 million related to the Altamont Bluebell Assets Sale, approximately $14 million related to the New Mexico
Assets Sale and a deposit of approximately $5 million received from the Arkoma Assets Sale. Proceeds from sale of properties and equipment and other for the ten
months ended December 31, 2017, include cash proceeds received of approximately $258 million from the Williston Asset Sale, approximately $195 million from the
Washakie Asset Sale, approximately $49 million from the South Texas Assets Sales, approximately $31 million from the Permian Basin Asset Sales, approximately $74
million from the Salt Creek Assets Sale and approximately $565 million from the Jonah Assets Sale. See Note 4 for additional details of divestitures.
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See below for details regarding accrued and paid capital expenditures for the periods presented:

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
(in thousands)
Oil and natural gas $ 63,457 $ 36,251  $ 199,866 | $ 39,409
Plant and pipeline 103,885 131,576 93,318 4,990
Other 4,489 2,434 5,626 1,243
Capital expenditures, excluding acquisitions $ 171,831  $ 170,261  $ 298810 | $ 45,642
Capital expenditures, excluding acquisitions —
discontinued operations $ —  $ —  $ 2,033 | $ 436

The increase in capital expenditures was primarily due to higher oil and natural gas development activities partially offset by lower plant and pipeline construction
activities associated with Blue Mountain Midstream. For 2020, the Company estimates its total capital expenditures, excluding acquisitions, will be approximately $52
million, including approximately $25 million related to its oil and natural gas capital program and approximately $27 million related to Blue Mountain Midstream. This
estimate is under continuous review and subject to ongoing adjustments.

Financing Activities

Cash used in financing activities was approximately $280 million for the year ended December 31, 2019, compared to approximately $633 million for the year ended
December 31, 2018. During the year ended December 31, 2018, prior to the Spin-off the primary use of cash in financing activities was transfers to the Parent to fund
repurchases of the Parent’s common stock and settlement of the Parent’s restricted stock units (see Note 13). Since the Spin-off, the primary use of cash in financing
activities was for distributions to shareholders and repurchases of Riviera’s common stock. During the ten months ended December 31, 2017, and the two months ended
February 28, 2017, the primary use of cash in financing activities was for repayments of debt.

The following provides a comparative summary of proceeds from borrowings and repayments of debt:

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 30, February 28,
2019 2018 2017 2017
(in thousands)
Proceeds from borrowings:
Riviera Credit Facility $ — 3 40,000 $ — | $ —
Blue Mountain Credit Facility 72,600 4,500 — —
Successor’s previous credit facility — — 190,000 —
$ 72,600 $ 44,500 $ 190,000 | $ p—
Repayments of debt:
Riviera Credit Facility $ (20,000) $ (20,000) $ — | —
Blue Mountain Credit Facility (7,300) — — —
Successor’s previous credit facility — — (790,000) —
Successor term loan — — (300,000) —
Predecessor’s credit facility — — — (1,038,986)
$ (27,300) $ (20,000) $ (1,090,000) [ $ (1,038,986)

On February 28, 2017, the Company canceled its obligations under the Predecessor’s credit facility and entered into the Successor’s previous credit facility, which was a
net transaction and is reflected as such on the consolidated and combined
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statement of cash flows. In addition, in February 2017, the Company made a $30 million payment to holders of claims under the Predecessor’s second lien notes. See
Note 16 for details about the Company’s borrowings and repayments of debt that were reflected as noncash transactions.

Debt

At January 31, 2020, there were no borrowings outstanding and approximately $89 million of available borrowing capacity under the Riviera Credit Facility (which
includes a $701,000 reduction for outstanding letters of credit). As of January 31, 2020, total borrowings outstanding under the Blue Mountain Credit Facility were
approximately $73 million and there was approximately $115 million of available borrowing capacity (which includes a $12 million reduction for outstanding letters of
credit). For additional information related to the Company’s debt, see Note 6.

Dividends

Although the Company paid a one-time cash distribution on December 12, 2019, the Company is not currently paying a regular cash dividend; however, the Board of
Directors periodically reviews the Company’s liquidity position to evaluate whether or not to pay a cash dividend. Any future payment of cash dividends would be
subject to the restrictions in the Riviera Credit Facility.

Cash Distributions

On November 21, 2019, the Board of Directors of the Company declared a cash distribution of $4.25 per share. A cash distribution totaling approximately $249 million
was paid on December 12, 2019, to shareholders of record as of the close of business on December 5, 2019. In addition, approximately $11 million for potential future
distributions was recorded in restricted cash at December 31, 2019. In December 2019, distributions payable of approximately $2 million related to outstanding share-
based compensation awards was also recorded. These amounts are included in “other accrued liabilities” and “asset retirement obligations and other noncurrent
liabilities” on the consolidated balance sheet at December 31, 2019.

Share Repurchase Program

On July 18, 2019, the Company’s Board of Directors increased the share repurchase authorization to $150 million of the Company’s outstanding shares of common
stock. During the year ended December 31, 2019, the Company repurchased an aggregate of 8,475,514 shares of common stock at an average price of $12.72 per share
for a total cost of approximately $108 million. Included in this number are private purchases of 2,380,425 shares of common stock purchased at a discount to market, at
an average price of $10.91 for a total cost of approximately $26 million. See Note 12 for additional information. For the period from January 1, 2020 through
February 21, 2020, the Company repurchased 171,107 shares of common stock at an average price of $7.84 for a total cost of approximately $1 million. At

February 21, 2020, approximately $23 million was available for share repurchases under the program. Any share repurchases are subject to restrictions in the Riviera
Credit Facility.

Tender Offer

On June 13, 2019, the Company’s Board of Directors announced the intention to commence a tender offer to purchase $40 million of the Company’s common stock. In
July 2019, upon the terms and subject to the conditions described in the Offer to Purchase dated June 18, 2019, the Company repurchased an aggregate of 2,666,666
shares of common stock at a price of $15.00 per share for a total cost of approximately $40 million (excluding expenses of approximately $440,000 related to the tender
offer).

Counterparty Credit Risk

The Company accounts for its commodity derivatives at fair value. The Company’s counterparties are participants in the Credit Facilities. The Credit Facilities are
secured by certain of the Company’s and its subsidiaries’ oil, natural gas and NGL reserves and personal property; therefore, the Company is not required to post any
collateral. The Company does not receive collateral from its counterparties. The Company minimizes the credit risk in derivative instruments by: (i) limiting its
exposure to any single counterparty; (ii) entering into derivative instruments only with counterparties that meet the Company’s minimum credit quality standard, or have
a guarantee from an affiliate that meets the Company’s minimum credit
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quality standard; and (iii) monitoring the creditworthiness of the Company’s counterparties on an ongoing basis. In accordance with the Company’s standard practice,
its commodity derivatives are subject to counterparty netting under agreements governing such derivatives and therefore the risk of loss due to counterparty non-
performance is somewhat mitigated.

Contingencies

See Part I. Item 3. “Legal Proceedings” for information regarding legal proceedings that the Company is party to and any contingencies related to these legal
proceedings.

Off-Balance Sheet Arrangements

The Company enters into certain off-balance sheet arrangements and transactions, including operating lease arrangements and undrawn letters of credit. In addition, the
Company enters into other contractual agreements in the normal course of business for processing and transportation as well as for other oil and natural gas

activities. Other than the items discussed above, there are no other arrangements, transactions or other relationships with unconsolidated entities or other persons that
are reasonably likely to materially affect the Company’s liquidity or capital resource positions.

Commitments and Contractual Obligations

The following is a summary of the Company’s commitments and contractual obligations as of December 31, 2019:

Payments Due
Contractual Obligations Total 2020 2021-2022 2023-2024 2025-Beyond

Long-term debt obligations:

Credit Facilities $ 69,800 $ — $ — $ 69,800 $ —
Interest (1) 9,370 2,597 5,194 1,579 —
Operating lease obligations:
Office, property and equipment
leases 6,225 3,557 2,668 — —
Other:
Commodity derivatives 1,087 1,087 — — —
Asset retirement obligations 21,497 1,184 1,689 1,734 16,890
$ 107,979 $ 8,425 $ 9,551 $ 73,113 $ 16,890

(1) Represents interest on the Blue Mountain Credit Facility computed at approximately 3.72% through its maturity in 2023.
Critical Accounting Policies and Estimates

The discussion and analysis of the Company’s financial condition and results of operations is based on the consolidated and combined financial statements, which have
been prepared in accordance with U.S. generally accepted accounting principles. The preparation of these financial statements requires management of the Company to
make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosures of contingent assets and

liabilities. These estimates and assumptions are based on management’s best estimates and judgment. Management evaluates its estimates and assumptions on an
ongoing basis using historical experience and other factors that are believed to be reasonable under the circumstances. Such estimates and assumptions are adjusted
when facts and circumstances dictate. Actual results may differ from these estimates and assumptions used in the preparation of the financial statements.

Below are expanded discussions of the Company’s more significant accounting policies, estimates and judgments, i.e., those that reflect more significant estimates and
assumptions used in the preparation of its financial statements. See Note 1 for details about additional accounting policies and estimates made by Company

management.
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Recently Issued Accounting Standards

For a discussion of recently issued accounting standards, see Note 1.

Oil and Natural Gas Reserves

Proved reserves are based on the quantities of oil, natural gas and NGL that 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. The independent engineering firm,
DeGolyer and MacNaughton, prepared a reserve and economic evaluation of all of the Company properties on a well-by-well basis as of December 31, 2019, and the
reserve estimates reported herein were prepared by DeGolyer and MacNaughton. The reserve estimates were reviewed and approved by the Company’s senior
engineering staff and management, with final approval by its Executive Vice President and Chief Operating Officer.

Reserves and their relation to estimated future net cash flows impact the Company’s depletion and impairment calculations as well as the Company’s application of
fresh start accounting and the deferred tax asset recorded upon completion of the Spin-off. As a result, adjustments to depletion and impairment are made concurrently
with changes to reserve estimates. The process performed by the independent engineers to prepare reserve amounts included their estimation of reserve quantities,
future production rates, future net revenue and the present value of such future net revenue, based in part on data provided by the Company. The estimates of reserves
conform to the guidelines of the Securities and Exchange Commission, including the criteria of “reasonable certainty,” as it pertains to expectations about the
recoverability of reserves in future years.

The accuracy of reserve estimates is a function of many factors including the following: the quality and quantity of available data, the interpretation of that data, the
accuracy of various economic assumptions and the judgments of the individuals preparing the estimates. In addition, reserve estimates are a function of many
assumptions, all of which could deviate significantly from actual results. As such, reserve estimates may materially vary from the ultimate quantities of oil, natural gas
and NGL eventually recovered. For additional information regarding estimates of reserves, including the standardized measure of discounted future net cash flows, see
“Supplemental Oil and Natural Gas Data (Unaudited)” in the Consolidated and Combined Financial Statements.

Oil and Natural Gas Properties
Proved Properties

The Company accounts for oil and natural gas properties in accordance with the successful efforts method. In accordance with this method, all leasehold and
development costs of proved properties are capitalized and amortized on a unit-of-production basis over the remaining life of the proved reserves and proved developed
reserves, respectively. Costs of retired, sold or abandoned properties that constitute a part of an amortization base are charged or credited, net of proceeds, to
accumulated depreciation, depletion and amortization unless doing so significantly affects the unit-of-production amortization rate, in which case a gain or loss is
recognized currently. Gains or losses from the disposal of other properties are recognized currently. Expenditures for maintenance and repairs necessary to maintain
properties in operating condition are expensed as incurred. Estimated dismantlement and abandonment costs are capitalized, net of salvage, at their estimated net
present value and amortized on a unit-of-production basis over the remaining life of the related proved developed reserves. The Company capitalizes interest on
borrowed funds related to its share of costs associated with the drilling and completion of new oil and natural gas wells. Interest is capitalized only during the periods in
which these assets are brought to their intended use.

The Company evaluates the impairment of its proved oil and natural gas properties on a field-by-field basis whenever events or changes in circumstances indicate that
the carrying value may not be recoverable. The carrying values of proved properties are reduced to fair value when the expected undiscounted future cash flows of
proved and risk-adjusted probable and possible reserves are less than net book value. The fair values of proved properties are measured using valuation techniques
consistent with the income approach, converting future cash flows to a single discounted amount. Significant inputs used to determine the fair values of proved
properties include estimates of: (i) reserves; (ii) future operating and development costs; (iii) future commodity prices; and (iv) a market-based weighted average cost of
capital rate. These inputs require assumptions by the Company’s management at the time of the valuation and are the most sensitive and subject to
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change. The underlying commodity prices embedded in the Company’s estimated cash flows are the product of a process that begins with NYMEX forward curve
pricing, adjusted for estimated location and quality differentials, as well as other factors that Company management believes will impact realizable prices.

Based on the analysis described above, for the years ended December 31, 2019, and December 31, 2018, the Company recorded noncash impairment charges of
approximately $208 million and $16 million, respectively, associated with proved oil and natural gas properties. In 2019, approximately $207 million relates to assets
sold or assets held for sale at December 31, 2019. The carrying values of the impaired proved properties were reduced to fair value, estimated using inputs
characteristic of a Level 3 fair value measurement. The impairment charges are included in “impairment of assets held for sale and long-lived assets” on the
consolidated and combined statements of operations. The Company recorded no impairment charges associated with proved properties during the ten months ended
December 31, 2017, or the two months ended February 28, 2017.

Unproved Properties

Costs related to unproved properties include costs incurred to acquire unproved reserves. Because these reserves do not meet the definition of proved reserves, the
related costs are not classified as proved properties. Unproved leasehold costs are capitalized and amortized on a composite basis if individually insignificant, based on
past success, experience and average lease-term lives. Individually significant leases are reclassified to proved properties if successful and expensed on a lease by lease
basis if unsuccessful or the lease term expires. Unamortized leasehold costs related to successful exploratory drilling are reclassified to proved properties and depleted
on a unit-of-production basis.

The Company evaluates the impairment of its unproved oil and natural gas properties whenever events or changes in circumstances indicate that the carrying value may
not be recoverable. The carrying values of unproved properties are reduced to fair value based on management’s experience in similar situations and other factors such
as the lease terms of the properties and the relative proportion of such properties on which proved reserves have been found in the past.

The Company recorded no impairment charges associated with unproved properties for the years ended December 31, 2019, December 31, 2018, the ten months ended
December 31, 2017, or the two months ended February 28, 2017.

Share-Based Compensation

The Company recognizes expense for share-based compensation over the requisite service period in an amount equal to the fair value of share-based awards

granted. The fair value of liability classified awards is remeasured at each reporting date through the settlement date with the change in fair value recognized as
compensation expense over that period. The Company has made a policy decision to recognize compensation expense for service-based awards on a straight-line basis
over the requisite service period for the entire award. The Company accounts for forfeitures as they occur. See Note 13 for additional details about the Company’s
accounting for share-based compensation.

Income Taxes

The Company has recorded deferred taxes for temporary differences and operating losses. Deferred tax assets may be reduced by a valuation allowance if it is more
likely than not that some portion or all of the deferred tax assets will not be realized. The Company routinely assesses whether its deferred tax assets are realizable by
considering the scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies.

During the third quarter of 2019, and for the first time since Riviera’s inception, the Company’s earnings show a cumulative loss which is primarily due to losses
generated during 2019. Based on the cumulative loss and projections of future taxable income for the periods in which our deferred tax assets are deductible, during the
third quarter of 2019, the Company recorded a full valuation allowance of approximately $171 million to reduce its federal and state net deferred tax assets to an amount
that is more likely than not to be realized.

For periods prior to the Spin-off, income tax expense and deferred tax balances were calculated on a separate tax return basis although Riviera’s operations have
historically been included in the tax returns filed by the Parent, of which Riviera’s business was a part. Beginning August 8, 2018, as a stand-alone entity, Riviera files

tax returns on its own behalf and its deferred taxes and effective tax rate may differ from those in the historical periods. Upon completion of the Spin-off, on
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August 8, 2018, the Company recorded a deferred tax asset, the calculation of which, relied on estimates and assumptions related to the value of the company and its oil
and natural gas reserves. The Company believes that the assumptions and estimates used to determine these tax amounts are reasonable.

Fresh Start Accounting

Upon LINN Energy’s emergence from Chapter 11 bankruptcy, it adopted fresh start accounting in accordance with the provisions of ASC 852 which resulted in the
Parent becoming a new entity for financial reporting purposes. In accordance with ASC 852, the Parent was required to adopt fresh start accounting upon its emergence
from Chapter 11 because (i) the holders of existing voting ownership interests of the Predecessor of the Parent received less than 50% of the voting shares of the
Successor of the Parent and (ii) the reorganization value of the Parent’s assets immediately prior to confirmation of the Plan was less than the total of all postpetition
liabilities and allowed claims.

Upon adoption of fresh start accounting, the reorganization value derived from the enterprise value as disclosed in the Plan was allocated to the Company’s assets and
liabilities based on their fair values (except for deferred income taxes) in accordance with ASC 805 “Business Combinations.” The amount of deferred income taxes
recorded was determined in accordance with ASC 740 “Income Taxes.” The Effective Date fair values of the Company’s assets and liabilities differed materially from
their recorded values as reflected on the historical balance sheet. The effects of the Plan and the application of fresh start accounting were reflected on the consolidated
and combined balance sheet as of February 28, 2017, and the related adjustments thereto were recorded on the consolidated and combined statement of operations for
the two months ended February 28, 2017. As a result of the application of fresh start accounting and the effects of the implementation of the plan of reorganization, the
consolidated and combined financial statements on or after February 28, 2017, are not comparable with the consolidated and combined financial statements prior to that
date. See Note 2 for additional information.
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The Company’s primary market risk is attributable to fluctuations in commodity prices. This risk can affect the Company’s business, financial condition, operating
results and cash flows. See below for quantitative and qualitative information about this risk.

The following should be read in conjunction with the financial statements and related notes included elsewhere in this Annual Report on Form 10-K. The reference to a
“Note” herein refers to the accompanying Notes to Consolidated and Combined Financial Statements contained in Item 8. “Financial Statements and Supplementary
Data.”

Commodity Price Risk

The Company’s most significant market risk relates to prices of oil, natural gas and NGL. The Company expects commodity prices to remain volatile and
unpredictable. As commodity prices decline or rise significantly, revenues and cash flows are likewise affected. In addition, future declines in commodity prices may
result in noncash write-downs of the Company’s carrying amounts of its assets.

Historically, the Company has hedged a portion of its forecasted production to reduce exposure to fluctuations in oil and natural gas prices and provide long-term cash
flow predictability to manage its business. The Company does not enter into derivative contracts for trading purposes. The appropriate level of production to be hedged
is an ongoing consideration based on a variety of factors, including among other things, current and future expected commodity market prices, the Company’s overall
risk profile, including leverage and size and scale considerations, as well as any requirements for or restrictions on levels of hedging contained in any credit facility or
other debt instrument applicable at the time. In addition, when commaodity prices are depressed and forward commodity price curves are flat or in backwardation, the
Company may determine that the benefit of hedging its anticipated production at these levels is outweighed by its resultant inability to obtain higher revenues for its
production if commodity prices recover during the duration of the contracts. As a result, the appropriate percentage of production volumes to be hedged may change
over time.

At December 31, 2019, the fair value of fixed price swaps was a net asset of approximately $6 million. A 10% increase in the NYMEX WTI oil and NYMEX Henry
Hub natural gas prices above the December 31, 2019, prices would result in a net asset of approximately $3 million, which represents a decrease in the fair value of
approximately $3 million; conversely, a 10% decrease in the NYMEX oil and Henry Hub natural gas prices below the December 31, 2019, prices would result in a net
asset of approximately $10 million, which represents an increase in the fair value of approximately $4 million.

At December 31, 2018, the fair value of fixed price swaps and collars was a net asset of approximately $17 million. A 10% increase in the NYMEX WTI oil and
NYMEX Henry Hub natural gas prices above the December 31, 2018, prices would result in a net liability of approximately $4 million, which represents a decrease in
the fair value of approximately $21 million; conversely, a 10% decrease in the NYMEX oil and Henry Hub natural gas prices below the December 31, 2018, prices
would result in a net asset of approximately $38 million, which represents an increase in the fair value of approximately $21 million.

The Company determines the fair value of its commodity derivatives utilizing pricing models that use a variety of techniques, including market quotes and pricing
analysis. Inputs to the pricing models include publicly available prices and forward price curves generated from a compilation of data gathered from third

parties. Company management validates the data provided by third parties by understanding the pricing models used, obtaining market values from other pricing
sources, analyzing pricing data in certain situations and confirming that those instruments trade in active markets.

The prices of oil, natural gas and NGL have been extremely volatile, and the Company expects this volatility to continue. Prices for these commodities may fluctuate
widely in response to relatively minor changes in the supply of and demand for such commodities, market uncertainty, including regional conditions and a variety of
additional factors that are beyond its control. Actual gains or losses recognized related to the Company’s derivative contracts depend exclusively on the price of the
commodities on the specified settlement dates provided by the derivative contracts. Additionally, the Company cannot be assured that its counterparties will be able to
perform under its derivative contracts. If a counterparty fails to perform and the derivative arrangement is terminated, the Company’s cash flows could be impacted.
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Interest Rate Risk

At December 31, 2019, the Company had debt outstanding under the Credit Facilities of $69.8 million in the aggregate which debt incurred interest at floating rates. A
1% increase in the respective market rates would result in an estimated $698,000 increase in annual interest expense. At December 31, 2018, the Company had debt
outstanding under the Credit Facilities of $24.5 million in the aggregate which debt incurred interest at floating rates. A 1% increase in the respective market rates
would result in an estimated $245,000 increase in annual interest expense.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rules 13a-15(f) and 15d-15(f) of the
Securities Exchange Act of 1934, as amended. The Company’s internal control over financial reporting is a process designed under the supervision of its Chief
Executive Officer and Chief Financial Officer to provide reasonable assurance regarding the reliability of financial reporting and the preparation of consolidated
financial statements for external purposes in accordance with accounting principles generally accepted in the United States.

Because of its inherent limitations, internal control over financial reporting may not detect or prevent misstatements. Projections of any evaluation of the effectiveness
to future periods are subject to risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
processes may deteriorate.

As of December 31, 2019, management assessed the effectiveness of the Company’s internal control over financial reporting based on the criteria for effective internal
control over financial reporting established in Internal Control — Integrated Framework (2013) by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Based on the assessment, management determined that the Company maintained effective internal control over financial reporting as of
December 31, 2019, based on those criteria.

KPMG LLP, the independent registered public accounting firm that audited the consolidated financial statements of the Company included in this Annual Report on
Form 10-K, has issued an attestation report on the effectiveness of the Company’s internal control over financial reporting as of December 31, 2019, which is included
herein.

/s/ Riviera Resources, Inc.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors
Riviera Resources, Inc.:

Opinion on the Consolidated and Combined Financial Statements

We have audited the accompanying consolidated balance sheets of Riviera Resources, Inc. and subsidiaries (the Company) as of December 31, 2019 and 2018, the
related consolidated and combined statements of operations, equity (deficit), and cash flows for each of the years in the two-year period ended December 31, 2019, and
from March 1, 2017 to December 31, 2017 (Successor periods), and from January 1, 2017 to February 28, 2017 (Predecessor period), and the related notes (collectively,
the consolidated and combined financial statements). In our opinion, the consolidated and combined financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for the Successor and Predecessor periods in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company’s internal control
over financial reporting as of December 31, 2019, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission, and our report dated February 27, 2020 expressed an unqualified opinion on the effectiveness of the
Company’s internal control over financial reporting.

Change in Accounting Principle

As discussed in Note 3 to the consolidated and combined financial statements, the Company changed its method of accounting for revenue recognition in 2018 due to
the adoption of Accounting Standards Codification (ASC) 606, Revenue from Contracts with Customers.

Basis of Presentation

As discussed in Note 1 to the consolidated and combined financial statements, the Company completed its spin-off from Linn Energy, Inc., the former parent company
of Riviera Resources, Inc. on August 7, 2018. Prior to the spin-off, the accompanying consolidated and combined financial statements were prepared on a carve-out
combined basis and derived from the former parent’s consolidated financial statements and accounting records for the periods presented.

As discussed in Note 1 to the consolidated and combined financial statements, Linn Energy, Inc. (formerly known as Linn Energy, LLC), the former parent company of
Riviera Resources, Inc. emerged from bankruptcy on February 28, 2017. Accordingly, the consolidated and combined financial statements have been prepared in
conformity with ASC 852-10, Reorganizations, for the Successor as a new entity with assets, liabilities and a capital structure having carrying amounts not comparable
with the amounts presented in the Predecessor period.

Basis for Opinion
These consolidated and combined financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated and combined financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent

with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission
and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated and combined financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing
procedures to assess the risks of material misstatement of the consolidated and combined financial statements, whether due to error or fraud, and performing procedures
that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated and combined
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the consolidated and combined financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ KPMG LLP
We have served as the Company’s auditor since 2017.

Houston, Texas
February 27, 2020
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To the Stockholders and Board of Directors
Riviera Resources, Inc.:

Opinion on Internal Control Over Financial Reporting

We have audited Riviera Resources, Inc. and subsidiaries’ (the Company) internal control over financial reporting as of December 31, 2019, based on criteria
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. In our opinion, the
Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2019, based criteria established in Internal Control —
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated balance sheets
of the Company as of December 31, 2019 and 2018, the related consolidated and combined statements of operations, equity (deficit), and cash flows for each of the
years in the two-year period ended December 31, 2019, and from March 1 2017 to December 31, 2017 (Successor periods), and from January 1, 2017 to February 28,
2017 (Predecessor period), and the related notes (collectively, the consolidated and combined financial statements), and our report dated February 27, 2020 expressed an
unqualified opinion on those consolidated and combined financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an
opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to
be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our audit of internal control over financial reporting included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness
to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

/s KPMG LLP

Houston, Texas
February 27, 2020
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ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable — trade, net
Derivative instruments
Restricted cash
Other current assets
Assets held for sale
Total current assets
Noncurrent assets:
Oil and natural gas properties (successful efforts method)
Less accumulated depletion and amortization

Other property and equipment
Less accumulated depreciation

Derivative instruments
Deferred income taxes
Other noncurrent assets

Total noncurrent assets
Total assets
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable and accrued expenses
Derivative instruments
Other accrued liabilities
Liabilities held for sale
Total current liabilities
Noncurrent liabilities:
Credit facilities

Asset retirement obligations and other noncurrent liabilities

Total noncurrent liabilities
Commitments and contingencies (Note 10)
Equity:

RIVIERA RESOURCES, INC.
CONSOLIDATED BALANCE SHEETS

Preferred Stock ($0.01 par value, 30,000,000 shares authorized and no
shares issued at December 31, 2019; no shares authorized or issued at

December 31, 2018)

Common Stock ($0.01 par value, 270,000,000 shares authorized
and 58,168,756 shares issued at December 31, 2019; 69,197,284 shares

authorized or issued at December 31, 2018)
Additional paid-in capital
Retained (deficit) earnings
Total equity
Total liabilities and equity

December 31,

2019

2018

(in thousands, except share amounts)

116237 $ 18,529
51,355 114,489
7,283 10,758
32,932 31,248
12,853 26,721
104,773 38,396
325,433 240,141
180,307 756,552
(35,603) (93,507)
144,704 663,045
388,851 606,244
(50,381) (62,368)
338,470 543,876
— 4,603
— 129,091
7,652 12,078
7,652 145,772
490,826 1,352,693
816,259  $ 1,592,834
80,579 $ 159,228
1,087 4,719
26,728 34,474
35,177 3,725
143,571 202,146
69,800 24,500
29,337 103,814
99,137 128,314
581 692
861,764 1,256,730
(288,794) 4,952
573,551 1,262,374
816,259  $ 1,592,834

The accompanying notes are an integral part of these consolidated and combined financial statements.
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CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)
Revenues and other:
Oil, natural gas and natural gas liquids sales
Gains (losses) on commodity derivatives
Marketing revenues
Other revenues

Expenses:
Lease operating expenses
Transportation expenses
Marketing expenses
General and administrative expenses
Exploration costs
Depreciation, depletion and amortization
Impairment of assets held for sale and long-lived assets
Taxes, other than income taxes
(Gains) losses on sale of assets and other, net

Other income and (expenses):
Interest expense, net of amounts capitalized
Other, net

Reorganization items, net
(Loss) income from continuing operations before income taxes
Income tax expense (benefit)
(Loss) income from continuing operations
Income (loss) from discontinued operations, net of income
taxes
Net (loss) income
(Loss) income per share:
(Loss) income from continuing operations per share —
basic and diluted
Income (loss) from discontinued operations per share —
basic and diluted
Net (loss) income per share — basic and diluted
Weighted average shares outstanding — basic
Weighted average shares outstanding — diluted

Distributions declared per share

RIVIERA RESOURCES, INC.

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
$ 236,053 $ 420,102 $ 709,363 188,885
10,091 (23,404) 13,533 92,691
214,280 245,081 82,943 6,636
19,355 23,880 20,839 9,915
479,779 665,659 826,678 298,127
77,719 120,097 208,446 49,665
64,149 83,562 113,128 25,972
166,651 220,971 69,008 4,820
61,671 245,291 117,347 71,745
5,122 5,178 3,137 93
77,089 94,958 133,711 47,155
208,376 15,697 — —
15,374 29,730 47,553 14,877
(20,743) (208,598) (623,583) 672
655,408 606,886 68,747 214,999
(6,997) (2,417) (12,380) (16,725)
(444) (677) (6,233) (149)
(7,441) (3,094) (18,613) (16,874)
13,359 (5,159) (8,533) 2,521,137
(169,711) 50,520 730,785 2,587,391
127,859 29,587 385,654 (166)
(297,570) 20,933 345,131 2,587,557
3,824 19,674 90,064 (548)
$ (293,746) $ 40,607 $ 435,195 2,587,009
$ 4.71) $ 0.28 $ 4.53 33.96
$ 0.06 $ 0.26 $ 1.18 (0.01)
$ (465) $ 0.54 $ 5.71 33.95
63,118 74,935 76,191 76,191
63,118 75,360 76,191 76,191
$ 4.25 $ — $ — —

The accompanying notes are an integral part of these consolidated and combined financial statements.
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RIVIERA RESOURCES, INC.

CONSOLIDATED AND COMBINED STATEMENTS OF EQUITY (DEFICIT)

C Stock Additio_nal Net Parent
Paid-in Accumulated Company
Shares Amount Capital Earnings (Deficit) Investment Total Equity (Deficit)
(in thousands)
December 31, 2016 (Predecessor) — — 3 — 3 — 3 (2,587,009) $ (2,587,009)
Net income — — — 2,587,009 2,587,009
February 28, 2017 (Predecessor) — — — — — —
Issuances of equity — — — 2,064,331 2,064,331
February 28, 2017 (Successor) — — — — 2,064,331 2,064,331
Net income — — — 435,195 435,195
Net transfers to parent — — — (160,480) (160,480)
December 31, 2017 (Successor) — — — — 2,339,046 2,339,046
Net income — — 4,952 35,655 40,607
Net transfers to parent — — — (966,724) (966,724)
Spin-off related adjustments — — — 2,973 2,973
Issuances of common stock and
reclassification of former
parent company investment 76,191 762 1,410,188 — (1,410,950) —
Repurchases of common stock (6,994) (70) (153,458) — — (153,528)
December 31, 2018 (Successor) 69,197 692 1,256,730 4,952 — 1,262,374
Net loss — — (293,746) — (293,746)
Repurchases of common stock (11,116) (112) (148,149) — — (148,261)
Issuances of common stock 88 1 1,800 — — 1,801
Distributions to shareholders — (248,617) — — (248,617)
December 31, 2019 (Successor) 58,169 581 $ 861,764  $ (288,794) $ — 573,551
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RIVIERA RESOURCES, INC.

CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS

(in thousands)
Cash flow from operating activities:

Net (loss) income
Adjustments to reconcile net (loss) income to net
cash provided by (used in) operating activities:
(Income) loss from discontinued operations
Depreciation, depletion and amortization
Impairment of assets held for sale and long-
lived assets
Deferred income taxes
Total (gains) losses on derivatives, net
Cash settlements on derivatives
Share-based compensation expenses
Amortization and write-off of deferred
financing fees
(Gains) losses on sale of assets and other, net
Reorganization items, net
Changes in assets and liabilities:
(Increase) decrease in accounts receivable —
trade, net
(Increase) decrease in other assets
Increase (decrease) in accounts payable and
accrued expenses
Increase (decrease) in other liabilities
Net cash provided by (used in) operating
activities — continuing operations

Net cash provided by operating activities —

discontinued operations
Net cash provided by (used in)
operating activities

Cash flow from investing activities:

Acquisition of property, plant and equipment
Development of oil and natural gas properties
Purchases of other property and equipment
Proceeds from sale of properties and equipment
and other
Net cash provided by (used in) investing
activities — continuing operations
Net cash provided by (used in) investing
activities — discontinued operations
Net cash provided by (used in)
investing activities

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
(293,746) $ 40,607 $ 435,195 | $ 2,587,009
(3,824) (19,674) (90,064) 548
77,089 94,958 133,711 47,155
208,376 15,697 — —
127,873 29,701 378,512 (166)
(4,001) 25,243 (13,533) (92,691)
8,447 (38,739) 26,793 (11,572)
8,180 16,605 41,285 50,255
3,172 1,909 3,711 1,338
(14,319) (204,534) (656,198) 1,069
(14,316) — — (2,456,074)
50,190 26,956 41,094 (7,216)
(6,604) 64,033 (265) 528
(27,741) (46,792) (92,664) 20,949
(4,335) (12,564) 7,253 2,801
114,441 (6,594) 214,830 143,933
— — 16,191 8,781
114,441 (6,594) 231,021 152,714
(3,380) — — —
(72,852) (64,756) (171,721) (50,597)
(105,364) (142,373) (88,595) (7,409)
446,932 368,291 1,172,025 (166)
265,336 161,162 911,709 (58,172)
— 7,000 345,643 (584)
265,336 168,162 1,257,352 (58,756)
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RIVIERA RESOURCES, INC.

CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS - Continued

Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
(in thousands)
Cash flow from financing activities:
Net transfers (to) from parent — (481,449) (202,533) 636,000
Repurchases of shares (148,588) (153,314) — —
Proceeds from borrowings 154,525 44,500 190,000 —
Repayments of debt (34,433) (20,000) (1,090,000) (1,038,986)
Debt issuance costs paid (3,272) (2,892) (7,729) (151)
Payment to holders of claims under the
Predecessor’s second lien notes — — — (30,000)
Distributions to shareholders (248,617) — — —
Distributions to unitholders — (18,717) (1,211) —
Other — (841) — (4,593)
Net cash used in financing activities (280,385) (632,713) (1,111,473) (437,730)
Net increase (decrease) in cash, cash equivalents
and restricted cash 99,392 (471,145) 376,900 (343,772)
Cash, cash equivalents and restricted cash:
Beginning 49,777 520,922 144,022 487,794
Ending $ 149,169  $ 49,777  $ 520,922 144,022

The accompanying notes are an integral part of these consolidated and combined financial statements.
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RIVIERA RESOURCES, INC.

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
Note 1 — Basis of Presentation and Significant Accounting Policies

Unless otherwise indicated or the context otherwise requires, references herein to the “Company” refer (i) prior to the Spin-off (as defined below) to Linn Energy, Inc.
(the “Parent”) and its consolidated subsidiaries, and (ii) after the Spin-off, to Riviera Resources, Inc. (“Riviera”) and its consolidated subsidiaries. Unless otherwise
indicated or the context otherwise requires, references herein to “LINN Energy” refer to Linn Energy, Inc. and its consolidated subsidiaries.

In April 2018, the Parent announced its intention to separate Riviera from LINN Energy. To effect the separation, the Parent and certain of its then direct and indirect
subsidiaries undertook an internal reorganization (including the conversion of Riviera Resources, LLC from a limited liability company to a corporation named Riviera
Resources, Inc.), following which Riviera holds, directly or through its subsidiaries, substantially all of the assets of LINN Energy, other than LINN Energy’s 50%
equity interest in Roan Resources LLC (“Roan”). A subsidiary of the Company held the equity interest in Roan until the Parent’s internal reorganization on July 25,
2018 (the “Reorganization Date”). Following the internal reorganization, the Parent distributed all of the outstanding shares of Riviera common stock to the Parent’s
shareholders on a pro rata basis (the “Spin-off”). The Spin-off was completed on August 7, 2018. Prior to the completion of the Spin-off, a then subsidiary of the
Parent distributed $40 million to the Parent to pay the Parent’s obligations during the transition period under the TSA (as defined below). Linn Energy, Inc. returned
such $40 million to Riviera on September 24, 2018, which included approximately $7 million for the reimbursement of cash paid to settle the Parent’s restricted stock
units (“LINN RSUs”) held by Riviera’s employees and approximately $1 million for the payment of income taxes on shares withheld from participants upon vesting
(see Note 13).

On August 7, 2018, Riviera entered into a Transition Services Agreement (the “TSA”) with the Parent to facilitate an orderly transition following the Spin-off. Pursuant
to the TSA, Riviera agreed to provide the Parent with certain finance, financial reporting, information technology, investor relations, legal, payroll, tax and other
services during the term of the TSA. Riviera reimbursed the Parent for, or paid on the Parent’s behalf, all direct and indirect costs and expenses incurred by the Parent
during the term of the TSA in connection with the fees for any such services. The TSA terminated in accordance with its terms on September 24, 2018.

Prior to the Spin-off, the accompanying consolidated and combined financial statements were prepared on a stand-alone basis and derived from the Parent’s
consolidated financial statements and accounting records for the periods presented as the Company was historically managed as a subsidiary of the Parent.

Historically, a subsidiary of the Company also owned a 50% equity interest in Roan. The Company’s equity earnings (losses), consisting of its share of Roan’s earnings
or losses, are included in the consolidated and combined financial statements through the Reorganization Date. However, on the Reorganization Date, the equity interest
in Roan was distributed to the Parent and is no longer affiliated with Riviera. As such, the Company has classified the investment and equity earnings (losses) in Roan
as discontinued operations on its consolidated and combined financial statements. See Note 4 for additional information.

Following the Spin-off, Riviera is an independent oil and natural gas company with a strategic focus on efficiently operating its mature low-decline assets, developing
its growth-oriented assets, and returning capital to shareholders. Riviera is quoted for trading on the OTCQX Market under the ticker “RVRA,” and the Parent did not

retain any ownership interest in the Company.
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Nature of Business

At December 31, 2019, the Company’s upstream reporting segment properties were located in three operating regions in the United States (“U.S.”): East Texas, the
Mid-Continent and North Louisiana. The Blue Mountain reporting segment consists of a cryogenic natural gas processing facility and a network of gathering pipelines
and compressors and produced water services located in the Merge/SCOOP/STACK play, each of which is owned by Blue Mountain Midstream LLC (“Blue Mountain
Midstream”), a wholly owned subsidiary of the Company. In the first quarter of 2020, the Company completed the sale of its interests in non-operated properties
located in the Drunkards Wash field in the Uinta Basin, the Overton field in East Texas and the Personville field in East Texas. These properties are included in “assets
held for sale” on the consolidated balance sheet as of December 31, 2019. During 2019, the Company divested all of its properties located in the Hugoton Basin and
Michigan/Illinois operating regions. During 2018, the Company divested all of its properties located in the Permian Basin operating region. During 2017, the Company
divested all of its properties located in the California and South Texas operating regions. The Company has classified the results of operations and cash flows of its
California properties as discontinued operations on its consolidated and combined financial statements. See Note 4 for additional information.

Principles of Consolidation and Combination

The Company presents its consolidated and combined financial statements in accordance with U.S. generally accepted accounting principles (“GAAP”). The
consolidated and combined financial statements include the accounts of the Company and its subsidiaries. All significant intercompany transactions and balances have
been eliminated. Prior to the Spin-off, the consolidated and combined financial statements were prepared on a carve-out basis and reflect significant assumptions and
allocations. The consolidated and combined financial statements for previous periods include certain reclassifications that were made to conform to current
presentation. Such reclassifications have no impact on previously reported net income (loss), stockholders’ equity, or cash flows.

Investments in noncontrolled entities over which the Company exercises significant influence are accounted for under the equity method. At December 31, 2019, the
Company had no investments accounted for under the equity method. See Note 4.

Allocations

Cash and cash equivalents held by the Parent were not allocated to Riviera unless they were held in a legal entity that transferred to Riviera. All intracompany
transactions between the Parent and Riviera are considered to be effectively settled in the consolidated and combined financial statements at the time the transaction is
recorded. The total net effect of the settlement of these intracompany transactions is reflected in the consolidated and combined statements of cash flows as a financing
activity and in the consolidated balance sheets as net parent company investment. Net parent company investment is primarily impacted by contributions from the
Parent which are the result of treasury activities and net funding provided by or distributed to the Parent.

Historically, the Parent had no assets or operations independent from its subsidiaries. Accordingly, the consolidated and combined financial statements include
materially all of the Parent’s historical general and administrative expenses, including 100% of its employee-related expenses, as its personnel were employed by
Riviera Operating, LLC (“Riviera Operating” formerly known as Linn Operating, LL.C), a former subsidiary of the Parent that became a subsidiary of Riviera as part of
the Spin-off. The Company considers the methodology and results to be reasonable for all periods presented; however, these costs may not be indicative of the actual
expenses that Riviera would have incurred as an independent public company or the costs it may incur in the future.

Bankruptcy Accounting

Upon LINN Energy’s emergence from bankruptcy on February 28, 2017, the Parent adopted fresh start accounting which resulted in the Parent becoming a new entity
for financial reporting purposes. As a result of the adoption of fresh start accounting and the effects of the implementation of the Plan (as defined in Note 2), the
Company’s consolidated financial statements subsequent to February 28, 2017, are not comparable to its consolidated and combined financial statements prior to

February 28, 2017. References to “Successor” relate to the financial position and results of operations of the reorganized
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Company subsequent to February 28, 2017. References to “Predecessor” relate to the financial position of the Company prior to, and results of operations through and
including, February 28, 2017. The Company’s consolidated and combined financial statements and related footnotes are presented with a black line division, which
delineates the lack of comparability between amounts presented after February 28, 2017, and amounts presented on or prior to February 28, 2017. See Note 2 for
additional information.

Use of Estimates

The preparation of the accompanying consolidated and combined financial statements in conformity with GAAP requires management of the Company to make
estimates and assumptions about future events. These estimates and the underlying assumptions affect the amount of assets and liabilities reported, disclosures about
contingent assets and liabilities, and reported amounts of revenues and expenses. The estimates that are particularly significant to the financial statements include
estimates of the Company’s reserves of oil, natural gas and natural gas liquids (“NGL”), future cash flows from oil and natural gas properties, depreciation, depletion
and amortization, asset retirement obligations, certain revenues and operating expenses, fair values of commodity derivatives and deferred taxes. In addition, as part of
fresh start accounting, the Company made estimates and assumptions related to its reorganization value, the fair value of assets and liabilities recorded as a result of the
adoption of fresh start accounting and income taxes.

As fair value is a market-based measurement, it is determined based on the assumptions that market participants would use. These estimates and assumptions are based
on management’s best estimates and judgment. Management evaluates its estimates and assumptions on an ongoing basis using historical experience and other factors,

including the current economic environment, which management believes to be reasonable under the circumstances. Such estimates and assumptions are adjusted when
facts and circumstances dictate. As future events and their effects cannot be determined with precision, actual results could differ from these estimates. Any changes in
estimates resulting from continuing changes in the economic environment will be reflected in the financial statements in future periods.

Recently Adopted Accounting Standards

In February 2016, the Financial Accounting Standards Board issued an Accounting Standards Update (“ASU”) that is intended to increase transparency and
comparability among organizations by recognizing lease assets and lease liabilities on the balance sheet. The Company adopted this ASU effective January 1, 2019,
using the modified retrospective effective date method and applied practical expedients which, among other things, allowed the Company to carryforward its historical
lease classification, for the nonrecognition of short-term leases and for the combination of lease and non-lease components, by asset class. The adoption of this ASU
resulted in an increase in both assets and liabilities of approximately $1 million as of January 1, 2019, related to the Company’s leasing activities with no material
impact to the Company’s results of operations. The Company’s leases primarily include buildings, office equipment, and field equipment. The Company elected to
combine lease and non-lease components for leases of office equipment and field equipment.

New Accounting Standards Issued But Not Yet Adopted

In June 2016, the FASB issued an ASU that is intended to change the impairment model for trade receivables, net investments in leases, debt securities, loans and
certain other instruments. Adoption of this standard is effective for fiscal years beginning after December 15, 2019, and interim periods within those years. Modified
retrospective application of this standard is required upon adoption. The Company does not expect that adoption will have a material impact on its results of operations
or financial position.

Cash Equivalents

For purposes of the consolidated and combined statements of cash flows, the Company considers all highly liquid short-term investments with original maturities of
three months or less to be cash equivalents. Outstanding checks in excess of funds on deposit are included in “accounts payable and accrued expenses” on the

consolidated balance sheets and are classified as financing activities on the consolidated and combined statements of cash flows.
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Accounts Receivable — Trade, Net

Trade accounts receivable are recorded at the invoiced amount and do not bear interest. The Company maintains an allowance for doubtful accounts for estimated
losses inherent in its accounts receivable portfolio. In establishing the required allowance, management considers historical losses, current receivables aging, and
existing industry and national economic data. The Company reviews its allowance for doubtful accounts monthly. Past due balances over 90 days and over a specified
amount are reviewed individually for collectability. Account balances are charged off against the allowance after all means of collection have been exhausted and the
potential recovery is remote. The balance in the Company’s allowance for doubtful accounts related to trade accounts receivable was approximately $1 million and
$397,000 at December 31, 2019, and December 31, 2018, respectively.

Inventories

Materials, supplies and commodity inventories are valued at the lower of average cost and net realizable value and are included in “other current assets” on the
consolidated balance sheets.

Oil and Natural Gas Properties

As a result of the application of fresh start accounting, the Company recorded its oil and natural gas properties at fair value as of the Effective Date (as defined in
Note 2). See Note 2 for additional information.

Proved Properties

The Company accounts for oil and natural gas properties in accordance with the successful efforts method. In accordance with this method, all leasehold and
development costs of proved properties are capitalized and amortized on a unit-of-production basis over the remaining life of the proved reserves and proved developed
reserves, respectively. Costs of retired, sold or abandoned properties that constitute a part of an amortization base are charged or credited, net of proceeds, to
accumulated depreciation, depletion and amortization unless doing so significantly affects the unit-of-production amortization rate, in which case a gain or loss is
recognized currently. Gains or losses from the disposal of other properties are recognized currently. Expenditures for maintenance and repairs necessary to maintain
properties in operating condition are expensed as incurred. Estimated dismantlement and abandonment costs are capitalized, net of salvage, at their estimated net
present value and amortized on a unit-of-production basis over the remaining life of the related proved developed reserves. The Company capitalizes interest on
borrowed funds related to its share of costs associated with the drilling and completion of new oil and natural gas wells. Interest is capitalized only during the periods in
which these assets are brought to their intended use. Capitalized interest costs were not material for the year ended December 31, 2019, or the ten months ended
December 31, 2017. The Company did not capitalize any interest costs during the year ended December 31, 2018, or the two months ended February 28, 2017.

The Company evaluates the impairment of its proved oil and natural gas properties on a field-by-field basis whenever events or changes in circumstances indicate that
the carrying value may not be recoverable. The carrying values of proved properties are reduced to fair value when the expected undiscounted future cash flows of
proved and risk-adjusted probable and possible reserves are less than net book value. The fair values of proved properties are measured using valuation techniques
consistent with the income approach, converting future cash flows to a single discounted amount. Significant inputs used to determine the fair values of proved
properties include estimates of: (i) reserves; (ii) future operating and development costs; (iii) future commodity prices; and (iv) a market-based weighted average cost of
capital rate. These inputs require assumptions by the Company’s management at the time of the valuation and are the most sensitive and subject to change. The
underlying commodity prices embedded in the Company’s estimated cash flows are the product of a process that begins with New York Mercantile Exchange
(“NYMEX?”) forward curve pricing, adjusted for estimated location and quality differentials, as well as other factors that Company management believes will impact
realizable prices.

Based on the analysis described above, for the years ended December 31, 2019, and December 31, 2018, the Company recorded noncash impairment charges of
approximately $208 million and $16 million, respectively, associated with proved oil and natural gas properties. In 2019, approximately $207 million relates to assets
sold or assets held for sale at December 31, 2019. The impairment charges recorded in 2019 and 2018 were primarily due to a decline in commodity prices and higher
operating costs. The carrying values of the impaired proved properties were reduced to fair value, estimated using inputs characteristic of a Level 3 fair value
measurement. The impairment charges are included in
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“impairment of assets held for sale and long-lived assets” on the consolidated and combined statements of operations. The Company recorded no impairment charges
associated with proved properties during the ten months ended December 31, 2017, or the two months ended February 28, 2017.

Unproved Properties

Costs related to unproved properties include costs incurred to acquire unproved reserves. Because these reserves do not meet the definition of proved reserves, the
related costs are not classified as proved properties. Unproved leasehold costs are capitalized and amortized on a composite basis if individually insignificant, based on
past success, experience and average lease-term lives. Individually significant leases are reclassified to proved properties if successful and expensed on a lease by lease
basis if unsuccessful or the lease term expires. Unamortized leasehold costs related to successful exploratory drilling are reclassified to proved properties and depleted
on a unit-of-production basis.

The Company evaluates the impairment of its unproved oil and natural gas properties whenever events or changes in circumstances indicate that the carrying value may
not be recoverable. The carrying values of unproved properties are reduced to fair value based on management’s experience in similar situations and other factors such
as the lease terms of the properties and the relative proportion of such properties on which proved reserves have been found in the past.

The Company recorded no impairment charges associated with unproved properties for the years ended December 31, 2019, December 31, 2018, the ten months ended
December 31, 2017, or the two months ended February 28, 2017.

Exploration Costs

Exploratory geological and geophysical costs, delay rentals, amortization and impairment of unproved leasehold costs and costs to drill exploratory wells that do not
find proved reserves are expensed as exploration costs. The costs of any exploratory wells are carried as an asset if the well finds a sufficient quantity of reserves to
justify its capitalization as a producing well and as long as the Company is making sufficient progress towards assessing the reserves and the economic and operating
viability of the project.

Other Property and Equipment

Other property and equipment includes natural gas gathering systems, pipelines, furniture and office equipment, buildings, vehicles, information technology equipment,
software and other fixed assets. These assets are recorded at cost and are depreciated using the straight-line method based on expected lives ranging from one to 10
years for vehicles, equipment and other fixed assets, 20 to 39 years for buildings and 20 to 30 years for plants and pipelines.

Derivative Instruments

The Company hedges a portion of its forecasted production to reduce exposure to fluctuations in oil and natural gas prices and provide long-term cash flow
predictability to manage its business. The Company also hedges its exposure to natural gas differentials in certain operating areas. In addition, the Company has
hedged purchase costs and margins of its Blue Mountain Midstream Business.

The Company enters into commodity hedging transactions primarily in the form of fixed price swap contracts that are designed to provide a fixed price, collars, basis
swaps, margin spreads and, from time to time, put options that are designed to provide a fixed price floor with the opportunity for upside. The Company enters into
these transactions with respect to a portion of its projected production to provide an economic hedge of the risk related to the future commodity prices received or
paid. The Company does not enter into derivative contracts for trading purposes.

A fixed price swap contract specifies a fixed price that the Company will receive from the counterparty as compared to floating market prices, and on the settlement date
the Company will receive or pay the difference between the swap price and the market price. Collar contracts specify floor and ceiling prices to be received as
compared to floating market prices. A basis swap specifies a fixed basis differential to the NYMEX Henry Hub natural gas price. A margin spread specifies a fixed
basis spread between specified market hubs. A put option requires the Company to pay the counterparty a premium equal to the fair value of the option at the purchase
date and receive from the counterparty the excess, if any, of the fixed price floor over the market price at the settlement date.
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Derivative instruments are recorded at fair value and included on the consolidated balance sheets as assets or liabilities. The Company did not designate any of its
contracts as cash flow hedges; therefore, the changes in fair value of these instruments are recorded in current earnings. The Company determines the fair value of its
commodity derivatives utilizing pricing models that use a variety of techniques, including market quotes and pricing analysis. Inputs to the pricing models include
publicly available prices and forward price curves generated from a compilation of data gathered from third parties. Company management validates the data provided
by third parties by understanding the pricing models used, obtaining market values from other pricing sources, analyzing pricing data in certain situations and
confirming that those instruments trade in active markets. Assumed credit risk adjustments, based on published credit ratings and public bond yield spreads are applied
to the Company’s commodity derivatives. See Note 7 and Note 8 for additional details about the Company’s derivative financial instruments.

Revenue from Contracts with Customers

Revenues representative of the Company’s ownership interest in its properties are presented on a gross basis on the consolidated and combined statements of
operations. The Company recognizes sales of oil, natural gas and NGL when it satisfies a performance obligation by transferring control of the product to a customer, in
an amount that reflects the consideration to which the Company expects to be entitled in exchange for a product.

Natural Gas and NGL Sales
The Company’s natural gas production is primarily sold under market-sensitive contracts that are typically priced at a differential to the published natural gas index
price for the producing area due to the natural gas quality and the proximity to major consuming markets.

For its natural gas contracts, the Company generally records its wet gas sales at the wellhead or inlet of the plant as revenues net of transportation, gathering and
processing expenses, and its residual natural gas and NGL sales at the tailgate of the plant on a gross basis along with the associated transportation, gathering and
processing expenses. All facts and circumstances of an arrangement are considered and judgment is often required in making this determination.

Oil Sales
The Company’s oil production is primarily sold under market-sensitive contracts that are typically priced at a differential to the NYMEX price or at purchaser posted
prices for the producing area. For its oil contracts, the Company generally records its sales based on the net amount received.

Production Imbalances

Upon adoption of fresh start accounting on February 28, 2017, the Company elected the sales method to account for natural gas production imbalances. If the
Company’s sales volumes for a well exceed the Company’s proportionate share of production from the well, a liability is recognized to the extent that the Company’s
share of estimated remaining recoverable reserves from the well is insufficient to satisfy this imbalance. No receivables are recorded for those wells on which the
Company has taken less than its proportionate share of production. The Predecessor had applied the entitlements method to account for natural gas production
imbalances in previous periods.

Marketing Revenues
The Company engages in the purchase, gathering and transportation of third-party natural gas and subsequently markets such natural gas to independent purchasers
under separate arrangements. As such, the Company separately reports third-party marketing revenues and marketing expenses.

Share-Based Compensation

The Company recognizes expense for share-based compensation over the requisite service period in an amount equal to the fair value of share-based awards

granted. The fair value of liability classified awards is remeasured at each reporting date through the settlement date with the change in fair value recognized as
compensation expense over that period. The Company has made a policy decision to recognize compensation expense for service-based awards on a straight-line basis
over the requisite service period for the entire award. The Company accounts for forfeitures as they occur. See Note 13 for additional details about the Company’s
accounting for share-based compensation.
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Deferred Financing Fees

The Company has incurred legal and bank fees related to the issuance of debt. At December 31, 2019, and December 31, 2018, net deferred financing fees of
approximately $3 million and $5 million, respectively, were included in “other noncurrent assets” on the consolidated balance sheets. These debt issuance costs are
amortized over the life of the debt agreement. Upon early retirement or amendment to the debt agreement, certain fees are written off to expense.

For the years ended December 31, 2019, December 31, 2018, the ten months ended December 31, 2017, and the two months ended February 28, 2017, amortization
expense of approximately $3 million, $2 million, $1 million and $1 million, respectively, is included in “interest expense, net of amounts capitalized” on the
consolidated and combined statements of operations. For the year ended December 31, 2019, and the ten months ended December 31, 2017, approximately $700,000
and $3 million, respectively, was written off to expense and included in “other, net” on the consolidated and combined statements of operations related to amendments
of the credit facilities. No fees were written off to expense for the year ended December 31, 2018, or the two months ended February 28, 2017.

Fair Value of Financial Instruments

The carrying values of the Company’s receivables, payables and credit facilities are estimated to be substantially the same as their fair values at December 31, 2019, and
December 31, 2018. As noted above, the Company carries its derivative financial instruments at fair value. See Note 8 for details about the fair value of the Company’s
derivative financial instruments.

Income Taxes

For periods prior to the Spin-off, income tax expense and deferred tax balances were calculated on a separate tax return basis although Riviera’s operations have
historically been included in the tax returns filed by the Parent, of which Riviera’s business was a part. Beginning August 8, 2018, as a stand-alone entity, Riviera files
tax returns on its own behalf and its deferred taxes and effective tax rate may differ from those in the historical periods. Upon completion of the Spin-off, on August 8,
2018, the Company recorded a deferred tax asset, the calculation of which, relied on estimates and assumptions related to the value of the company and its oil and
natural gas reserves.

During the third quarter of 2019, and for the first time since Riviera’s inception, the Company’s earnings show a cumulative loss which is primarily due to losses
generated during 2019. Based on the cumulative loss and projections of future taxable income for the periods in which our deferred tax assets are deductible, during the
third quarter of 2019, the Company recorded a full valuation allowance to reduce its federal and state net deferred tax assets to an amount that is more likely than not to
be realized.

Effective February 28, 2017, upon LINN Energy’s emergence from bankruptcy, LINN Energy became a C corporation subject to federal and state income taxes. Prior to
February 28, 2017, the Predecessor to LINN Energy was a limited liability company treated as a partnership for federal and state income tax purposes, with the
exception of the state of Texas, in which income tax liabilities and/or benefits were passed through to its unitholders. Limited liability companies are subject to Texas
margin tax. In addition, certain of the Predecessor’s subsidiaries were C corporations subject to federal and state income taxes. As such, with the exception of the state
of Texas and certain subsidiaries prior to February 28, 2017, the Predecessor did not directly pay federal and state income taxes and recognition was not given to federal
and state income taxes for the operations of the Predecessor.

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax basis and tax carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in
tax rates is recognized in income in the period that includes the enactment date. See Note 15 for additional details of the Company’s accounting for income taxes.

91



Table of Contents
RIVIERA RESOURCES, INC.

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS - Continued

Note 2 — Emergence From Voluntary Reorganization Under Chapter 11 and Fresh Start Accounting

On May 11, 2016, (the “Petition Date”), Linn Energy, LLC, certain of its direct and indirect subsidiaries, and LinnCo, LLC (collectively, the “LINN Debtors”) and
Berry Petroleum Company, LLC (“Berry”) (collectively with the LINN Debtors, the “Debtors™) filed Bankruptcy Petitions for relief under Chapter 11 of the Bankruptcy
Code in the Bankruptcy Court. The Debtors’ Chapter 11 cases were administered jointly under the caption In re Linn Energy, LLC, et al., Case No. 16-60040.

On December 3, 2016, the LINN Debtors filed the Amended Joint Chapter 11 Plan of Reorganization of Linn Energy, LL.C and Its Debtor Affiliates Other Than Linn
Acquisition Company, LLC and Berry Petroleum Company, LLC (the “Plan”). The LINN Debtors subsequently filed amended versions of the Plan with the Bankruptcy
Court.

On December 13, 2016, LAC and Berry filed the Amended Joint Chapter 11 Plan of Reorganization of Linn Acquisition Company, LLC and Berry Petroleum Company,
LLC (the “Berry Plan” and together with the Plan, the “Plans”). LAC and Berry subsequently filed amended versions of the Berry Plan with the Bankruptcy Court.

On January 27, 2017, the Bankruptcy Court entered an order approving and confirming the Plans (the “Confirmation Order”). On February 28, 2017, (the “Effective
Date”), the Debtors satisfied the conditions to effectiveness of the respective Plans, the Plans became effective in accordance with their respective terms and LINN
Energy and Berry emerged from bankruptcy as stand-alone, unaffiliated entities.

The consolidated and combined financial statements include an allocation of Linn Energy, LLC’s third-party debt that was outstanding prior to its emergence from
bankruptcy on February 28, 2017. As a result of this allocation, the Company’s consolidated and combined statements of operations include interest expense,
amortization of deferred financing fees and gains on debt extinguishment related to such debt. On the Effective Date of the Plan (as defined below), all outstanding
obligations under Linn Energy, LLC’s credit facility, second lien notes and senior notes were canceled pursuant to the terms of the Plan. Subsequent to LINN Energy’s
emergence from bankruptcy, Linn Energy Holdco II LLC, (“Holdco I1”) a newly formed wholly owned subsidiary of the Parent, was the borrower of all third-party
debt. Such debt and related interest expense are also included in the consolidated financial statements.

Reorganization Items, Net

For the year ended December 31, 2019, the Company recognized a gain of approximately $14 million related to settlement of liabilities subject to compromise
associated with the Chapter 11 proceeding. The Company incurred reorganization costs of approximately $957,000, $5 million and $9 million for the years ended
December 31, 2019, December 31, 2018, and the ten months ended December 31, 2017, respectively, and recognized significant gains associated with the reorganization
of the Company in connection with the Chapter 11 proceedings in the two months ended February 28, 2017. Reorganization items represent costs and income directly
associated with the Chapter 11 proceedings since the Petition Date, and also include adjustments to reflect the carrying value of certain liabilities subject to compromise
at their estimated allowed claim amounts, as such adjustments were determined.
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Successor Predecessor
Ten Months Two Months
Ended Ended
Year Ended December 31, December 31, February 28,
2019 2018 2017 2017
(in thousands)
Gain on settlement of liabilities subject to
compromise $ 14,316  $ — — 1| $ 3,914,964
Recognition of an additional claim for the
Predecessor’s second lien notes settlement — — — (1,000,000)
Fresh start valuation adjustments — — — (591,525)
Income tax benefit related to implementation of
the Plan — — — 264,889
Legal and other professional fees (957) (5,055) (8,584) (46,961)
Terminated contracts — — — (6,915)
Other — (104) 51 (13,315)
Reorganization items, net $ 13359 $ (5,159) $ (8,533) $ 2,521,137

Note 3 — Revenues

In May 2014, the FASB issued an ASU that is intended to improve and converge the financial reporting requirements for revenue from contracts with customers
(“ASC 606”). The Company adopted this ASU on January 1, 2018, using the modified retrospective transition method. Accordingly, the comparative information for
the year ended December 31, 2017, has not been adjusted and continues to be reported under the previous revenue standard. The adoption of this ASU impacted the
Company’s gross revenues and expenses as reported on its consolidated statements of operations (see below), and resulted in increased disclosures regarding the
Company’s disaggregation of revenue.

Under ASC 606, the Company recognizes revenues based on a determination of when control of its commodities is transferred and whether it is acting as a principal or
agent in certain transactions. All facts and circumstances of an arrangement are considered and judgment is often required in making this determination. For its natural
gas contracts, the Company generally records its sales at the wellhead or inlet of the plant as revenues net of transportation, gathering and processing expenses if the
processor is the customer and there is no redelivery of commodities to the Company. Conversely, the Company generally records its sales at the tailgate of the plant on
a gross basis along with the associated transportation, gathering and processing expenses if the processor is a service provider and there is redelivery of commodities to
the Company.

In its midstream operations, the Company recognizes service fees for processing of commodities purchased as a reduction to the purchase price of those commodities
rather than as revenues. This recognition results in a decrease to revenues and expenses with no material impact on net income.
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The items discussed above impacted the Company’s reported “oil, natural gas and natural gas liquids sales,
marketing expenses” and “interest expense, net of amounts capitalized.” The impact of adoption on the Company’s current period results is as follows:

”

expenses,

Revenues:
Natural gas sales
Qil sales
NGL sales

RIVIERA RESOURCES, INC.

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS - Continued

Total oil, natural gas and NGL sales

Marketing revenues
Other revenues

Expenses:

Transportation expenses

Marketing expenses

Interest expense, net of amounts capitalized

Net income

Disaggregation of Revenue

Hugoton Basin
Mid-Continent
East Texas
Michigan/Illinois
North Louisiana
Uinta Basin
Permian Basin
Blue Mountain

”

marketing revenues,

»

Year Ended December 31, 2018

other revenues,” “transportation

Under Under Prior Increase/
ASC 606 Rule (Decrease)
(in thousands)

$ 250,831 $ 251,810 $ (979)

74,696 74,696 —

94,575 93,728 847
420,102 420,234 (132)
245,081 270,101 (25,020)

23,880 22,669 1,211
689,063 713,004 (23,941)
83,562 83,694 (132)
220,971 245,991 (25,020)

2,417 2,088 329

$ 40,607 $ 39,725  $ 882

The following tables present the Company’s disaggregated revenues by source and geographic area:
Year Ended December 31, 2019
Oil, Natural
Natural Gas and Marketing Other
Gas 0Oil NGL NGL Sales Revenues Revenues Total
(in thousands)

$ 57,752 1,394 27,115 % 86,261 $ 49,639 $ 19,126 155,026

15,320 24,937 6,486 46,743 7 112 46,862

35,906 3,335 2,325 41,566 3,464 8 45,038

13,551 1,869 47 15,467 — 85 15,552

24,981 2,690 1,044 28,715 1,464 23 30,202

16,268 86 5 16,359 — 1 16,360

— 942 — 942 — — 942

— — — — 159,706 — 159,706

$ 163,778 35,253 37,022 $ 236,053 $ 214,280 $ 19,355 469,688

Total
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Year Ended December 31, 2018

Oil, Natural
Natural Gas and Marketing Other
Gas (o)1 NGL NGL Sales Revenues Revenues Total

(in thousands)

Hugoton Basin $ 86,995 $ 3,352 $ 70,619 $ 160,966 $ 100,331 $ 23,655 $ 284,952
Mid-Continent 36,336 26,765 14,046 77,147 — 58 77,205
East Texas 54,278 4,302 3,991 62,571 1,621 15 64,207
Michigan/Illinois 30,472 3,112 42 33,626 — 113 33,739
North Louisiana 25,253 4,997 985 31,235 1,111 6 32,352
Uinta Basin 15,171 11,480 2,702 29,353 — — 29,353
Permian Basin 2,326 20,688 2,190 25,204 — 33 25,237
Blue Mountain — — — — 142,018 — 142,018
Total $ 250,831 $ 74,696 $ 94,575 $ 420,102 $ 245,081 $ 23,880 $ 689,063
Contract Balances

Under the Company’s product sales contracts, its customers are invoiced once the Company’s performance obligations have been satisfied, at which point payment is
unconditional. Accordingly, the Company’s product sales contracts do not give rise to material contract assets or contract liabilities.

The Company had trade accounts receivable related to revenue from contracts with customers of approximately $43 million and $107 million as of December 31, 2019,
and December 31, 2018, respectively.

Performance Obligations

The majority of the Company’s sales are short-term in nature with a contract term of one year or less. For those contracts, the Company utilized the practical expedient
in ASC 606-10-50-14 exempting the Company from disclosure of the transaction price allocated to remaining performance obligations if the performance obligation is
part of a contract that has an original expected duration of one year or less.

For the Company’s product sales that have a contract term greater than one year, the Company utilized the practical expedient in ASC 606-10-50-14(A) which states the
Company is not required to disclose the transaction price allocated to remaining performance obligations if the variable consideration is allocated entirely to a wholly
unsatisfied performance obligation. Under these sales contracts, each unit of product generally represents a separate performance obligation; therefore future volumes
are wholly unsatisfied and disclosure of the transaction price allocated to remaining performance obligations is not required.

Note 4 — Divestitures and Discontinued Operations

Divestitures — 2019

On November 22, 2019, the Company completed the sale of its interest in the remaining properties located in the Hugoton Basin (the “Hugoton Basin Assets

Sale”). Cash proceeds received from the sale of these properties were approximately $286 million. During the year ended December 31, 2019, the Company recorded a
noncash impairment charge of approximately $100 million to reduce the carrying value of these assets to fair value. In connection with the Hugoton Basin Assets Sale,
the buyer also acquired the Company’s interests in Mayzure, LLC (“Mayzure”), a wholly owned subsidiary of the Company, which was the counterparty to the

volumetric production payment agreements based on helium produced from certain oil and natural gas properties in the Hugoton Basin.

The Company recognized a pre-tax loss of approximately $88 million, pre-tax income of approximately $50 million, pre-tax income of $50 million and pre-tax income
of approximately $12 million for the years ended December 31, 2019,
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December 31, 2018, the ten months ended December 31, 2017, and the two months ended February 28, 2017, respectively, from the Hugoton Basin.

On September 5, 2019, the Company completed the sale of its interest in properties located in Illinois. Cash proceeds from the sale of these properties were
approximately $4 million and the Company recorded a net gain of approximately $4 million.

On August 30, 2019, the Company completed the sale of its interest in non-core assets located in North Louisiana. Cash proceeds from the sale were approximately $2
million and the Company recorded a net gain of approximately $376,000.

On July 3, 2019, the Company completed the sale of its interest in properties located in Michigan (the “Michigan Assets Sale”). Cash proceeds from the sale of these
properties were approximately $39 million. The Company recorded a noncash impairment charge to reduce the carrying value of these assets to fair value of
approximately $18 million for the year ended December 31, 2019.

On May 31, 2019, the Company completed the sale of its interest in non-operated properties located in the Hugoton Basin in Kansas. Cash proceeds received from the
sale of these properties were approximately $29 million and the Company recognized a net loss of approximately $10 million.

On January 17, 2019, the Company completed the sale of its interest in properties located in the Arkoma Basin in Oklahoma (the “Arkoma Assets Sale”). Cash
proceeds received from the sale of these properties were approximately $64 million (including a deposit of approximately $5 million received in 2018), and the
Company recognized a net gain of approximately $28 million.

The divestitures discussed above are not presented as discontinued operations because they do not represent a strategic shift that will have a major effect on the
Company’s operations and financial results. The gains and losses on these divestitures are included in “(gains) losses on sale of assets and other, net” on the
consolidated and combined statements of operations and were included in the upstream reporting segment.

Blue Mountain Midstream entered into an agreement with a potential customer to construct a gathering system, as well as gather and process gas. During the third
quarter of 2019, a decision was made not to proceed with the gas gathering and processing contract, and as a result, the customer reimbursed Blue Mountain Midstream
for capital deployed and operating expenses incurred, in addition to paying a success fee for constructing the assets. During the year ended December 31, 2019, Blue
Mountain Midstream received a capital reimbursement of approximately $20 million. Blue Mountain Midstream also received approximately $4 million for the success
fee and the expense reimbursement, which is included in “(gains) losses on sale of assets and other, net” on the consolidated and combined statement of operations.

Divestitures — Subsequent Events

On January 15, 2020, the Company completed the sale of its interests in non-operated properties located in the Drunkards Wash field in the Uinta Basin (the “Drunkards
Wash Asset Sale”). Cash proceeds from the sale of these properties were approximately $4 million (including a deposit of approximately $450,000 received in 2019).

On January 31, 2020, the Company completed the sale of its interest in properties located in the Overton field in East Texas (the “Overton Assets Sale”). Cash proceeds
from the sale of these properties were approximately $17 million (including a deposit of approximately $2 million received in 2019). During the year ended
December 31, 2019, the Company recorded a noncash impairment charge of approximately $13 million to reduce the carrying value of these assets to fair value.

On February 14, 2020, the Company completed the sale of its interest in properties located in the Personville field in East Texas (the “Personville Assets Sale”). Cash
proceeds from the sale of these properties were approximately $29 million (including a deposit of approximately $3 million received in 2019). During the year ended

December 31, 2019, the Company recorded a noncash impairment charge of approximately $72 million to reduce the carrying value of these assets to fai