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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 ("Securities Act"), Section 21E of the Securities Exchange Act of 1934 ("Exchange
Act") and the United States ("U.S.") Private Securities Litigation Reform Act of 1995 regarding our business, financial condition, results of operations and prospects. All statements other than statements of historical fact included in and
incorporated by reference into this report are "forward-looking statements." Words such as expect, anticipate, intend, plan, believe, seek, estimate, schedule and similar expressions or variations of such words are intended to identify
forward-looking statements herein. Forward-looking statements include, among other things, statements regarding future: production, costs and cash flows; drilling locations, zones and growth opportunities; commodity prices and
differentials; capital expenditures and projects, including the number of rigs employed; cash flows from operations relative to future capital investments; our currently suspended stock repurchase program; financial ratios and
compliance with covenants in our revolving credit facility and other debt instruments; impacts of certain accounting and tax changes; timing and adequacy of infrastructure projects of our midstream providers and the related impact on
our midstream capacity and related curtailments; fractionation capacity; impacts of Colorado political matters and expected timing of rulemakings; ability to meet our volume commitments to midstream providers; ability to obtain
permits from the Colorado Oil and Gas Conservation Commission ("COGCC") in a timely manner; and ongoing compliance with our consent decree and expected timing of certain litigation.
The above statements are not the exclusive means of identifying forward-looking statements herein. Although forward-looking statements contained in this report reflect our good faith judgment, such statements can only be
based on facts and factors currently known to us. Forward-looking statements are always subject to risks and uncertainties, and become subject to greater levels of risk and uncertainty as they address matters further into the future.
Throughout this report or accompanying materials, we may use the term “projection” or similar terms or expressions, or indicate that we have “modeled” certain future scenarios. We typically use these terms to indicate our current
thoughts on possible outcomes relating to our business or our industry in periods beyond the current fiscal year. Because such statements relate to events or conditions further in the future, they are subject to increased levels of
uncertainty.
Important factors that could cause actual results to differ materially from the forward-looking statements include, but are not limited to:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the COVID-19 pandemic, including its effects on commodity prices, downstream capacity, employee health and safety, business continuity and regulatory matters;
changes in global production volumes and demand, including economic conditions that might impact demand and prices for the products we produce;
geopolitical factors, such as events that may reduce or increase production from particular oil-producing regions and/or from members of the Organization of Petroleum Exporting Countries;
volatility of commodity prices for crude oil, natural gas and natural gas liquids ("NGLs") and the risk of an extended period of depressed prices, including risks relating to decreased revenue, income and cash flow, writedowns and impairments and capital availability;
volatility and widening of differentials;
reductions in the borrowing base under our revolving credit facility;
impact of governmental policies and/or regulations, including changes in environmental and other laws, the interpretation and enforcement of those laws and regulations, liabilities arising thereunder and the costs to
comply with those laws and regulations;
impact of recent regulatory developments in Colorado with respect to additional permit scrutiny;
declines in the value of our crude oil, natural gas and NGLs properties resulting in impairments;
changes in estimates of proved reserves;
inaccuracy of reserve estimates and expected production rates;
potential for production decline rates from our wells being greater than expected;
timing and extent of our success in discovering, acquiring, developing and producing reserves;
availability and cost of sufficient pipeline, gathering and other transportation facilities and related infrastructure to process and transport our production and the impact of these facilities and regional capacity on the prices
we receive for our production;
timing and receipt of necessary regulatory permits;
risks incidental to the drilling and operation of crude oil and natural gas wells;
difficulties in integrating our operations as a result of any significant acquisitions, including the merger with SRC Energy Inc. ("SRC"), or acreage exchanges;
increases or changes in costs and expenses;
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•
•
•
•
•
•
•
•
•
•
•
•
•

limitations in the availability of supplies, materials, contractors and services that may delay the drilling or completion of our wells;
potential losses of acreage due to lease expirations or otherwise;
future cash flows, liquidity and financial condition;
competition within the oil and gas industry;
availability and cost of capital;
our success in marketing crude oil, natural gas and NGLs;
effect of crude oil and natural gas derivative activities;
impact to our operations, personnel retention, strategy, stock price and expenses caused by the actions of activist shareholders;
impact of environmental events, governmental and other third-party responses to such events and our ability to insure adequately against such events;
cost of pending or future litigation
effect that acquisitions we may pursue have on our capital requirements;
our ability to retain or attract senior management and key technical employees; and
success of strategic plans, expectations and objectives for our future operations.

Further, we urge you to carefully review and consider the cautionary statements and disclosures, specifically those under the heading "Risk Factors," made in this Quarterly Report on Form 10-Q, our Annual Report on Form
10-K for the year ended December 31, 2019 filed with the U.S. Securities and Exchange Commission ("SEC") on February 26, 2020 (the "2019 Form 10-K"), and our other filings with the SEC for further information on risks and
uncertainties that could affect our business, financial condition, results of operations and prospects, which are incorporated by this reference as though fully set forth herein. We caution you not to place undue reliance on the forwardlooking statements, which speak only as of the date of this report. We undertake no obligation to update any forward-looking statements in order to reflect any event or circumstance occurring after the date of this report or
currently unknown facts or conditions or the occurrence of unanticipated events. All forward-looking statements are qualified in their entirety by this cautionary statement.
REFERENCES
Unless the context otherwise requires, references in this report to "PDC Energy," "PDC," "the Company," "we," "us," "our" or "ours" refer to the registrant, PDC Energy, Inc. and all subsidiaries consolidated for the purposes of
its financial statements.
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
PDC ENERGY, INC.
Condensed Consolidated Balance Sheets
(unaudited; in thousands, except share and per share data)
March 31, 2020

December 31, 2019

Assets
Current assets:
Cash and cash equivalents

$

61,244

$

963

Accounts receivable, net

270,012

266,354

Fair value of derivatives

379,355

28,078

Prepaid expenses and other current assets
Total current assets
Properties and equipment, net

9,800

8,635

720,411

304,030

5,034,494

4,095,202

Fair value of derivatives

58,094

3,746

Other assets

66,792

45,702

Total Assets

$

5,879,791

$

4,448,680

$

223,277

$

98,934

Liabilities and Stockholders' Equity
Liabilities
Current liabilities:
Accounts payable
Production tax liability

121,615

Fair value of derivatives

11,620

2,921

165,247

98,393

Accrued interest payable

20,349

14,284

Other accrued expenses

75,333

70,462

Total current liabilities

617,441

361,230

1,896,324

1,177,226

—

195,841

138,654

95,051

Funds held for distribution

Long-term debt
Deferred income taxes
Asset retirement obligations
Fair value of derivatives
Other liabilities
Total liabilities

76,236

14,030

692

353,378

283,133

3,019,827

2,113,173

Commitments and contingent liabilities
Stockholders' equity
Common shares - par value $0.01 per share, 150,000,000 authorized, 99,438,122 and 61,652,412 issued as of March 31, 2020 and
December 31, 2019, respectively
Additional paid-in capital
Retained deficit

617
2,384,309

(512,960)

Treasury shares - at cost, 20,493 and 34,922
as of March 31, 2020 and December 31, 2019, respectively

(47,945)

(781)

Total stockholders' equity
Total Liabilities and Stockholders' Equity

994
3,372,711

(1,474)

2,859,964
$

See accompanying Notes to Condensed Consolidated Financial Statements
1

5,879,791

2,335,507
$

4,448,680
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PDC ENERGY, INC.
Condensed Consolidated Statements of Operations
(unaudited; in thousands, except per share data)
Three Months Ended March 31,
2020

2019

Revenues
Crude oil, natural gas and NGLs sales

$

Commodity price risk management gain (loss), net

320,315

$

434,698

Other income

321,099
(190,074)

2,017

3,475

757,030

134,500

Lease operating expenses

49,534

35,221

Production taxes

18,470

22,168

Transportation, gathering and processing expenses

13,496

11,424

Total revenues
Costs, expenses and other

Exploration, geologic and geophysical expense

136

2,643

62,165

39,598

Depreciation, depletion and amortization

176,157

151,422

Accretion of asset retirement obligations

2,620

1,584

Impairment of properties and equipment

881,074

7,875

General and administrative expense

Gain on sale of properties and equipment

(179)

Other expenses

(369)

2,144

Total costs, expenses and other

3,554

1,205,617

Loss from operations

275,120

(448,587)

Interest expense, net
Loss before income taxes

(140,620)

(24,173)

(16,968)

(472,760)

(157,588)

Income tax benefit

7,745

37,412

$

(465,015)

$

(120,176)

Basic

$

(4.94)

$

(1.82)

Diluted

$

(4.94)

$

(1.82)

Net loss
Earnings per share:

Weighted-average common shares outstanding:
Basic

94,077

66,182

Diluted

94,077

66,182

See accompanying Notes to Condensed Consolidated Financial Statements
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PDC ENERGY, INC.
Condensed Consolidated Statements of Cash Flows
(unaudited; in thousands)
Three Months Ended March 31,
2020

2019

Cash flows from operating activities:
Net loss

$

(465,015)

$

(120,176)

Adjustments to net loss to reconcile to net cash from operating activities:
Net change in fair value of unsettled commodity derivatives

(388,875)

181,622

Depreciation, depletion and amortization

176,157

151,422

Impairment of properties and equipment

881,074

7,875

Accretion of asset retirement obligations

2,620

1,584

Non-cash stock-based compensation

5,672

4,683

Gain on sale of properties and equipment

(179)

Amortization of debt discount, premium and issuance costs
Deferred income taxes
Other

(369)

3,640

3,349

(6,331)

(37,487)

1,011

Changes in assets and liabilities
Net cash from operating activities

21

56,507

(35,424)

266,281

157,100

(190,768)

(242,187)

(455)

(4,826)

Cash flows from investing activities:
Capital expenditures for development of crude oil and natural gas properties
Capital expenditures for other properties and equipment
Acquisition of crude oil and natural gas properties

(139,812)

Proceeds from sale of properties and equipment

—

793

Proceeds from divestitures

102

62

Net cash from investing activities

—

(330,180)

(246,911)

Cash flows from financing activities:
Proceeds from revolving credit facility

917,000

432,000

Repayment of revolving credit facility

(304,000)

(340,500)

Payment of debt issuance costs

(4,666)

Purchase of treasury shares
Purchase of treasury shares for employee stock-based compensation tax withholding obligations

—

(7,693)

Redemption of senior notes

(1,460)

(452,153)

Principal payments under financing lease obligations

—

(489)

Other

(494)

—

Net cash from financing activities

(21)

124,180

Net change in cash, cash equivalents and restricted cash

89,525

60,281

Cash, cash equivalents and restricted cash, beginning of period
Cash, cash equivalents and restricted cash, end of period

—

(23,819)

(286)

963
$

See accompanying Notes to Condensed Consolidated Financial Statements
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61,244

9,399
$

9,113
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PDC ENERGY, INC.
Condensed Consolidated Statements of Equity
(unaudited; in thousands, except share data)
Three Months Ended March 31, 2020
Common Stock
Shares
Balance, December 31, 2019
Issuance pursuant to acquisition
Stock-based compensation

Issuance of treasury shares
Balance, March 31, 2020

617

$

2,384,309

Amount

(34,922)

$

Retained Deficit

(1,474)

$

(47,945)

Total Stockholders' Equity
$

—

—

—

39,182,045

391

1,014,921

—

—

—

1,015,312

190,279

1

3,713

—

1,958

—

5,672

—

—

(306,185)

(7,693)

—

(7,693)

251,287

6,428

—

(1,266,000)

(23,819)

—

1,266,000

23,819

—

69,327

—

—

(251,287)
—

(6,425)

—

(1,266,000)

—

(12)

(69,327)
99,438,122

—

(3)

(23,807)

—
$

994

—
$

3,372,711

(20,493)

$

(781)

(465,015)

2,335,507

—

Purchase of treasury shares
Retirement of treasury shares

$

Shares

—

Purchase of treasury shares for employee stock-based compensation tax
withholding obligations
Retirement of treasury shares for employee stock-based compensation
tax withholding obligations

Amount

61,652,412

Net loss

Treasury Stock
Additional Paid-in
Capital

$

(512,960)

(465,015)

—
(23,819)
—
—
$

2,859,964

Three Months Ended March 31, 2019
Common Stock
Shares
Balance, December 31, 2018
Net loss
Stock-based compensation
Purchase of treasury shares for employee stock-based compensation tax
withholding obligations
Issuance of treasury shares
Balance, March 31, 2019

Treasury Stock
Additional Paid-in
Capital

Amount

66,148,609

$

661

$

2,519,423

Shares

Retained Earnings
(Deficit)

Amount

(45,220)

$

(2,103)

$

8,727

Total Stockholders' Equity
$

—

—

—

—

112,626

—

2,136

—

2,547

—

4,683

—

—

—

(41,787)

(1,460)

—

(1,460)

1

(1)

64,372

(64,372)
66,196,863

$

662

$

2,521,558

(22,635)

See accompanying Notes to Condensed Consolidated Financial Statements
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(120,176)

2,526,708

—

—
$

(1,016)

(120,176)

—
$

(111,449)

—
$

2,409,755
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PDC ENERGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2020
(unaudited)

NOTE 1 - NATURE OF OPERATIONS AND BASIS OF PRESENTATION
PDC Energy, Inc. is a domestic independent exploration and production company that acquires, explores and develops properties for the production of crude oil, natural gas and NGLs, with operations in the Wattenberg Field in
Colorado and the Delaware Basin in Texas. Our operations in the Wattenberg Field are focused in the horizontal Niobrara and Codell plays and our Delaware Basin operations are primarily focused in the Wolfcamp zones. As of
March 31, 2020, we owned an interest in approximately 3,900 gross productive wells.
The accompanying unaudited condensed consolidated financial statements include the accounts of PDC and our wholly-owned subsidiaries. All material intercompany accounts and transactions have been eliminated in
consolidation. In our opinion, the accompanying condensed consolidated financial statements contain all adjustments, consisting of normal recurring adjustments necessary for a fair statement of our financial statements for interim
periods in accordance with accounting principles generally accepted in the United States of America ("U.S. GAAP") and with the instructions to Form 10-Q and Article 10 of Regulation S-X of the SEC. Accordingly, pursuant to such
rules and regulations, certain notes and other financial information included in audited financial statements have been condensed or omitted. The December 31, 2019 condensed consolidated balance sheet data was derived from audited
statements, but does not include all disclosures required by U.S. GAAP. The information presented in this Quarterly Report on Form 10-Q should be read in conjunction with our audited consolidated financial statements and notes
thereto included in our 2019 Form 10-K. Our results of operations and cash flows for the three months ended March 31, 2020 are not necessarily indicative of the results to be expected for the full year or any other future period.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Recently Adopted Accounting Standards.
In March 2020, the Securities and Exchange Commission (“SEC”) adopted final rules that amend the financial disclosure requirements for subsidiary issuers and guarantors of registered debt securities in Rule 3-10 of
Regulation S-X. The amended rules, which can be found under new Rule 13-01 of Regulation S-X, narrow the circumstances that require separate financial statements of subsidiary issuers and guarantors and streamline the alternative
disclosures required in lieu of those statements. The amended rules allow the registrants, among other things, to disclose summarized financial information of the issuer and guarantors on a combined basis and to present only the most
recently completed fiscal year and subsequent year-to-date interim period. The rule allows the parent company to omit summarized financial information if it is not material, or if assets, liabilities, and results of operations of the
combined issuers and guarantors of the security are not materially different than the amounts in the parent company’s consolidated financial statements. The rule is effective in the first quarter of 2021, but earlier compliance is
permitted. We early adopted the rule in the first quarter of 2020 and chose to omit the summarized financial information as the combined financial statements of the issuer and guarantors were not materially different than the amounts in
our consolidated financial statements.
NOTE 3 - BUSINESS COMBINATION
In January 2020, we merged with SRC in a transaction valued at $1.7 billion, inclusive of SRC's net debt (the "SRC Acquisition"). Upon closing, we issued approximately 39 million shares of our common stock to SRC
shareholders and holders of SRC equity awards, reflecting the issuance of 0.158 of a share of our common stock in exchange for each outstanding share of SRC common stock and the cancellation of outstanding SRC equity awards
pursuant to the merger agreement that we entered into with SRC (the "Merger Agreement"). We are accounting for the SRC Acquisition under the acquisition method of accounting for business combinations. During the three months
ended March 31, 2020, we recorded transaction costs related to the SRC Acquisition of $20.2 million. These expenses were accounted for separately from the assets and liabilities assumed, and are included in general and administrative
expense.
5
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PDC ENERGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2020
(unaudited)

The details of the estimated purchase price and the preliminary allocation of the purchase price for the transaction, are as follows:
Three Months Ended March
31, 2020
(in thousands)
Consideration:
Cash

$

Retirement of seller's credit facility

40
166,238

Total cash consideration

166,278

Common stock issued

1,009,015

Shares withheld in lieu of taxes

6,299
$

Total consideration

1,181,592

Recognized amounts of identifiable assets acquired and liabilities
assumed:
Assets acquired:
Current assets

$

Properties and equipment, net - proved

150,487
1,613,759

Properties and equipment, net - unproved

109,615

Properties and equipment, net - other

16,242

Deferred tax asset

189,509

Other assets

12,367

Total assets acquired

2,091,979

Liabilities assumed:
Current liabilities

(261,845)

Senior notes

(555,500)

Asset retirement obligations

(40,074)

Other liabilities

(52,968)

Total liabilities assumed

(910,387)
$

Total identifiable net assets acquired

1,181,592

This acquisition was accounted for under the acquisition method. Accordingly, we conducted assessments of the net assets acquired and recognized amounts for identifiable assets acquired and liabilities assumed at their
estimated acquisition date fair values, while transaction and integration costs associated with the acquisition were expensed as incurred. The fair value measurements of assets acquired and liabilities assumed are based on inputs that are
not observable in the market, and therefore represent Level 3 inputs. The fair values of crude oil and natural gas properties and asset retirement obligations were measured using valuation techniques that convert future cash flows to a
single discounted amount. Significant inputs to the valuation of proved and unproved crude oil and natural gas properties include estimates of reserves, future operating and development costs, future commodity prices, estimated future
cash flows, lease terms and expirations and a market-based weighted-average cost of capital rate of 10 percent. These inputs require significant judgments and estimates by management at the time of the valuation. As of the date of this
report, we expect that it may take into late 2020 until all post-closing adjustments are finalized.
Pro Forma Information. The results of operations for the SRC Acquisition since the January 14, 2020 closing date have been included in our March 31, 2020 condensed consolidated financial statements and include
approximately $103.5 million of total revenue and $13.2 million of income from operations. The following unaudited pro forma financial information represents a summary of the consolidated results of operations for the three months
ended March 31, 2019, assuming the acquisition had been completed as of January 1, 2019. The pro forma financial information includes certain non-recurring pro forma adjustments that were directly attributable to the business
combination. The pro forma financial information is not necessarily indicative of the results of operations that would have been achieved if the acquisition had been effective as of these dates, or of future results.
6
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PDC ENERGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2020
(unaudited)

Three Months Ended March 31,
2020

2019

(in thousands, except per share data)
Total revenue

$

778,370

Net loss

$

(445,743)

301,099
(62,180)

Earnings per share:
Basic

$

(4.45)

$

(0.59)

Diluted

$

(4.45)

$

(0.59)

NOTE 4 - REVENUE RECOGNITION
Crude oil, natural gas and NGLs revenues are recognized when we have transferred control of crude oil, natural gas or NGLs production to the purchaser. We consider the transfer of control to have occurred when the purchaser
has the ability to direct the use of, and obtain substantially all of the remaining benefits from, the crude oil, natural gas or NGLs production. We record sales revenue based on an estimate of the volumes delivered at estimated prices as
determined by the applicable sales agreement. We estimate our sales volumes based on company-measured volume readings. We then adjust our crude oil, natural gas and NGLs sales in subsequent periods based on the data received
from our purchasers that reflects actual volumes delivered and prices received. We receive payment for sales one to two months after actual delivery has occurred. The differences in sales estimates and actual sales are recorded one to
two months later. Historically, these differences have not been material.
Disaggregated Revenue. The following table presents crude oil, natural gas and NGLs sales disaggregated by commodity and operating region for the three months ended March 31, 2020 and 2019:
Three Months Ended March 31,
Revenue by Commodity and
Operating Region

2020

2019

Percentage
Change

(in thousands)
Crude oil
Wattenberg Field

$

206,649

Delaware Basin
Total

$

42,525

180,426

14.5 %

50,657

(16.1)%
7.8 %

$

249,174

$

231,083

$

40,078

$

46,701

(14.2)%

5,770

(109.8)%
(24.7)%

Natural gas
Wattenberg Field
Delaware Basin (1)
Total

(563)
$

39,515

$

52,471

$

25,241

$

27,722

(8.9)%

9,823

(35.0)%
(15.8)%

NGLs
Wattenberg Field
Delaware Basin
Total

6,385
$

31,626

$

37,545

$

271,968

$

254,849

6.7 %

66,250

(27.0)%

321,099

(0.2)%

Crude oil, natural gas and NGLs
Wattenberg Field
Delaware Basin
Total

48,347
$

320,315

(1) Negative natural gas revenue was due to the deduction for transportation, gathering
and processing by the purchaser exceeding the average sales price.
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PDC ENERGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2020
(unaudited)

NOTE 5 - FAIR VALUE OF FINANCIAL INSTRUMENTS
Determination of Fair Value
Our fair value measurements are estimated pursuant to a fair value hierarchy that requires us to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The valuation
hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date, giving the highest priority to quoted prices in active markets (Level 1) and the lowest priority to unobservable data
(Level 3). In some cases, the inputs used to measure fair value might fall in different levels of the fair value hierarchy. The lowest level input that is significant to a fair value measurement in its entirety determines the applicable level in
the fair value hierarchy. Assessing the significance of a particular input to the fair value measurement in its entirety requires judgment, considering factors specific to the asset or liability, and may affect the valuation of the assets and
liabilities and their placement within the fair value hierarchy levels. The three levels of inputs that may be used to measure fair value are defined as:
Level 1 – Quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 2 – Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable for the asset or liability, including quoted prices for similar assets or liabilities in active markets, quoted prices
for identical or similar assets or liabilities in inactive markets, inputs other than quoted prices that are observable for the asset or liability and inputs that are derived from observable market data by correlation or other means.
Level 3 – Unobservable inputs for the asset or liability, including situations where there is little, if any, market activity.
Derivative Financial Instruments
We measure the fair value of our derivative instruments based upon a pricing model that utilizes market-based inputs, including, but not limited to, the contractual price of the underlying position, current market prices, crude
oil and natural gas forward curves, discount rates such as the LIBOR curve for a similar duration of each outstanding position, volatility factors and nonperformance risk. Nonperformance risk considers the effect of our credit standing
on the fair value of derivative liabilities and the effect of our counterparties' credit standings on the fair value of derivative assets. Both inputs to the model are based on published credit default swap rates and the duration of each
outstanding derivative position. We validate our fair value measurement by corroborating the original source of inputs, monitoring changes in valuation methods and assumptions and through the review of counterparty statements and
other supporting documentation.
Our crude oil and natural gas fixed-price swaps are included in Level 2. Our collars are included in Level 3. Our basis swaps are included in Level 2 and Level 3. The following table presents, for each applicable level within
the fair value hierarchy, our derivative assets and liabilities, including both current and non-current portions, measured at fair value on a recurring basis:
As of March 31, 2020
Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

As of December 31, 2019
Significant
Other
Observable
Inputs
(Level 2)

Total

Significant
Unobservable
Inputs
(Level 3)

Total

(in thousands)
Total assets

$

Total liabilities
Net asset

365,263

$

(20,704)
$

344,559

72,186

$

(4,946)
$

67,240

437,449

$

(25,650)
$

411,799

8

22,886

$

(3,089)
$

19,797

8,938

$

31,824

$

28,211

(524)
$

8,414

(3,613)
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The following table presents a reconciliation of our Level 3 assets measured at fair value:
Three Months Ended March 31,
2020

2019
(in thousands)

Fair value of Level 3 instruments, net asset beginning of period

$

8,414

$

58,329

Changes in fair value included in condensed consolidated statement of
operations line item:
Commodity price risk management gain (loss), net

67,530

(43,520)

Settlements included in condensed consolidated statement of
operations line items:
Commodity price risk management gain (loss), net

(8,704)

Fair value of Level 3 instruments, net asset end of period

(1,819)

$

67,240

$

12,990

$

59,417

$

(38,680)

Net change in fair value of Level 3 unsettled derivatives included in
condensed consolidated statement of operations line item:
Commodity price risk management gain (loss), net

The significant unobservable input used in the fair value measurement of our derivative contracts is the implied volatility curve, which is provided by a third-party vendor. A significant increase or decrease in the implied
volatility, in isolation, would have a directionally similar effect resulting in a significantly higher or lower fair value measurement of our Level 3 derivative contracts. There has been no change in the methodology we apply to measure
the fair value of our Level 3 derivative contracts during the periods covered by the financial statements.
Non-Derivative Financial Assets and Liabilities
We utilize fair value on a nonrecurring basis to review our proved crude oil and natural gas properties for possible impairment when events and circumstances indicate a possible decline in the recoverability of the carrying
value of such assets. The fair value of the properties is determined based upon estimated future discounted cash flow, a Level 3 input, using estimated production and prices at which we reasonably expect the crude oil and natural gas
will be sold. Unobservable inputs include estimated future crude oil and natural gas production, forward strip commodity pricing curves (adjusted for basis differentials), operating and development costs, future development plans and a
discount rate of 17 percent, based on a weighted-average cost of capital (all of which were designated as Level 3 inputs within the fair value hierarchy).
The portion of our long-term debt related to our revolving credit facility approximates fair value due to the variable nature of related interest rates. We have not elected to account for the portion of our debt related to our senior
notes under the fair value option; however, we have determined an estimate of the fair values based on measurements of trading activity and broker and/or dealer quotes, respectively, which are published market prices, and therefore are
Level 2 inputs. The table below presents these estimates of the fair value of the portion of our long-term debt related to our senior notes and convertible notes.
As of March 31, 2020
Estimated
Fair Value

As of December 31, 2019

Percent of
Par

Estimated
Fair Value

Percent of Par

(in millions)
Senior notes:
2021 Convertible Notes

162.0

81.0%

225.6

56.4%

2025 Senior Notes

52.5

51.3%

—

—%

2026 Senior Notes

307.8

51.3%

599.4

99.9%

2024 Senior Notes

$

$

188.6

94.3%

409.2

102.3%

The carrying value of the financial instruments included in current assets and current liabilities approximate fair value due to the short-term maturities of these instruments.
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Concentration of Risk
Derivative Counterparties. A portion of our liquidity relates to commodity derivative instruments that enable us to manage a portion of our exposure to price volatility from producing crude oil and natural gas. These
arrangements expose us to credit risk of nonperformance by our counterparties. We primarily use financial institutions who are also lenders under our revolving credit facility as counterparties to our commodity derivative contracts. To
date, we have had no derivative counterparty default losses. We have evaluated the credit risk of our derivative assets from our counterparties using relevant credit market default rates, giving consideration to amounts outstanding for
each counterparty and the duration of each outstanding derivative position. Based on our evaluation, we have determined that the potential impact of nonperformance of our current counterparties on the fair value of our derivative
instruments is not significant at March 31, 2020; however, this determination may change given the volatility of current market conditions.
Cash and Cash Equivalents. We consider all highly liquid instruments purchased with an original maturity of three months or less to be cash equivalents. Cash and cash equivalents potentially subject us to a concentration of
credit risk as substantially all of our deposits held in financial institutions were in excess of the FDIC insurance limits at March 31, 2020 and December 31, 2019. We maintain our cash and cash equivalents in the form of money market
and checking accounts with financial institutions that we believe are creditworthy and are also lenders under our revolving credit facility.
NOTE 6 - COMMODITY DERIVATIVE FINANCIAL INSTRUMENTS
Our results of operations and operating cash flows are affected by changes in market prices for crude oil, natural gas and NGLs. To manage a portion of our exposure to price volatility from producing crude oil and natural gas
we enter into commodity derivative contracts to protect against price declines in future periods. While we structure these commodity derivatives to reduce our exposure to decreases in commodity prices, they also limit the benefit we
might otherwise receive from price increases.
We believe our commodity derivative instruments continue to be effective in achieving the risk management objectives for which they were intended. As of March 31, 2020, we had derivative instruments, which were
comprised of collars, fixed-price swaps and basis protection swaps, in place for a portion of our anticipated 2020, 2021 and 2022 production. Our commodity derivative contracts have been entered into at no upfront cost to us as we
hedge our anticipated production at the then-prevailing commodity market prices, without adjustment for premium or discount.
10
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As of March 31, 2020, we had the following outstanding derivative contracts. When aggregating multiple contracts, the weighted-average contract price is shown.
Collars

Commodity/ Index/
Maturity Period

Quantity
(Crude oil MBls
Natural Gas BBtu)

Fixed-Price Swaps

Weighted-Average
Contract Price
Floors

Ceilings

Quantity (Crude
Oil - MBbls
Gas and BasisBBtu )

WeightedAverage
Contract
Price

Fair Value
March 31,
2020 (1)
(in thousands)

Crude Oil
NYMEX
2020

2,700

71.68

9,212

2021

—

—

—

7,180

49.80

2022

—

—

—

1,980

34.88

Total Crude Oil

$

55.00

$

2,700

$

59.08

18,372

$

331,947
94,946
(6,962)

$

419,931

Natural Gas
NYMEX
2020

15,250

2021

22,200

Total Natural Gas

$

2.00

$

2.25

2.23

3,000

2.58

24,000

37,450

$

2.30

$

2.36

27,000

2,353
(4,203)

$

(1,850)

$

(2,571)

Basis Protection - Natural Gas
CIG
2020

—

—

15,375

2021

—

$

—
—

$

—

46,200

$

(0.62)
(0.50)

—

—

—

3,000

(1.40)

(2,195)

Waha
2020
Total Basis Protection - Natural Gas

—

64,575

(1,516)
$
$

Commodity Derivatives Fair Value

(6,282)
411,799

_____________

(1) Approximately 16.5 percent of the fair value of our commodity derivative assets and 19.3 percent of the fair value of our commodity derivative liabilities were measured using significant unobservable inputs (Level 3).

Subsequent to March 31, 2020, we entered into commodity derivative positions covering approximately 21,200
BBtu and 15,600 BBtu of New York Mercantile Exchange ("NYMEX") and CIG basis natural gas production, at average contract prices of $2.00 and $2.43, respectively, for 2020 and 2021, respectively.
We have not elected to designate any of our derivative instruments as cash flow hedges; therefore, these instruments do not qualify for hedge accounting. Accordingly, changes in the fair value of our derivative instruments are
recorded in the condensed consolidated statements of operations.
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The following table presents the condensed consolidated balance sheet line item and fair value amounts of our derivative instruments as of March 31, 2020 and December 31, 2019:
Fair Value
Condensed
Consolidated Balance
Sheet Line Item

Derivative Instruments:

March 31, 2020

December 31, 2019

(in thousands)
Derivative assets:

Current
Commodity derivative contracts

Fair value of
derivatives

Basis protection derivative contracts

Fair value of
derivatives

$

379,355

$

27,766

—

312

379,355

28,078

Non-current
Commodity derivative contracts

Fair value of
derivatives

58,094

Total derivative assets

3,746

$

437,449

$

31,824

$

5,910

$

529

Derivative liabilities: Current
Commodity derivative contracts

Fair value of
derivatives

Basis protection derivative contracts

Fair value of
derivatives

5,710

2,392

11,620

2,921

13,458

692

Non-current
Commodity derivative contracts

Fair value of
derivatives

Basis protection derivative contracts

Fair value of
derivatives
$

Total derivative liabilities

572

—

14,030

692

25,650

$

3,613

The following table presents the impact of our derivative instruments on our condensed consolidated statements of operations:
Three Months Ended March 31,
Condensed Consolidated Statement of Operations Line Item

2020

2019
(in thousands)

Commodity price risk management gain (loss), net
Net settlements

$

Net change in fair value of unsettled derivatives

45,823

$

(8,452)

388,875
$

Total commodity price risk management gain (loss), net

434,698

(181,622)
$

(190,074)

Our financial derivative agreements contain master netting provisions that provide for the net settlement of contracts through a single payment in the event of early termination. We have elected not to offset the fair value
positions recorded on our condensed consolidated balance sheets.
The following table reflects the impact of netting agreements on gross derivative assets and liabilities:
As of March 31, 2020

Derivative Instruments,
Gross

Effect of Master Netting
Agreements

Derivative Instruments,
Net

(in thousands)
Asset derivatives:
Derivative instruments, at fair value

$

437,449

$

(24,014)

$

413,435

$

25,650

$

(24,014)

$

1,636

Liability derivatives:
Derivative instruments, at fair value
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Derivative Instruments,
Gross

As of December 31, 2019

Effect of Master Netting
Agreements

Derivative Instruments,
Net

(in thousands)
Asset derivatives:
Derivative instruments, at fair value

$

31,824

$

(2,619)

$

29,205

$

3,613

$

(2,619)

$

994

Liability derivatives:
Derivative instruments, at fair value

NOTE 7 - PROPERTIES AND EQUIPMENT
The following table presents the components of properties and equipment, net of accumulated depreciation, depletion and amortization ("DD&A"):
March 31, 2020

December 31, 2019

(in thousands)
Properties and equipment, net:
Crude oil and natural gas properties
Proved

$

Unproved

7,131,659

$

6,241,780

385,138

403,379

7,516,797

6,645,159

Equipment and other

64,498

41,888

Land and buildings

26,664

12,312

615,073

408,428

Total crude oil and natural gas properties

Construction in progress
Properties and equipment, at cost
Accumulated DD&A
$

Properties and equipment, net

8,223,032

7,107,787

(3,188,538)

(3,012,585)

5,034,494

$

4,095,202

Impairment Charges. During the three months ended March 31, 2020, due to a significant decline in crude oil prices, we experienced a triggering event that required us to assess our crude oil and natural gas properties for
possible impairment. As a result of our assessment, we recorded impairment charges of $881.1 million to write-down our proved and unproved properties. Of these impairment charges, approximately $753.0 million was related to our
Delaware Basin proved properties. These impairment charges represented the amount by which the carrying value of the crude oil and natural gas properties exceeded the estimated fair value. The estimated fair value was determined
based on estimated future discounted net cash flows, a Level 3 input, using estimated production and realized prices at which we reasonably expect the crude oil and natural gas will be sold. In addition to our proved property
impairment, we also recognized approximately $127.3 million of impairment charges for our unproved properties in the Delaware Basin. These impairment charges were recognized based on a review of our current drilling plans,
estimated future cash flows for probable well locations and expected future lease expirations, primarily in areas where we have no development plans.
Impairment charges of $7.9 million recorded for the three months ended March 31, 2019 were primarily related to leaseholds and leasehold expirations within our non-focus areas of the Delaware Basin where we were no
longer pursuing plans to develop the properties. We determined the fair value of the properties based upon estimated future discounted cash flow, a Level 3 input, using estimated production and prices at which we reasonably expect the
crude oil and natural gas will be sold.
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Suspended Well Costs. The following table presents the capitalized exploratory well cost pending determination of proved reserves and included in properties and equipment, net on the condensed consolidated balance sheets:
Three Months Ended
March 31,

Year Ended December
31, 2019

(in thousands, except for number of wells)
Beginning balance

$

Additions to capitalized exploratory well costs pending the
determination of proved reserves
Reclassifications to proved properties
$

Ending balance
Number of wells pending determination at period-end

16,078

$

12,188

11,408

31,901

(20,311)

(28,011)

7,175

2

$

16,078

4

During three months ended March 31, 2020, two wells classified as exploratory at December 31, 2019 were reclassified as productive and no new wells drilled were classified as exploratory.
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NOTE 8 - OTHER ACCRUED EXPENSES AND OTHER LIABILITIES
Other Accrued Expenses. The following table presents the components of other accrued expenses as of:
March 31, 2020

December 31, 2019

(in thousands)
Employee benefits

$

10,879

$

21,611

Asset retirement obligations

30,930

32,200

Environmental expenses (1)

10,672

2,256

Operating and finance leases

10,171

5,926

Other

12,681
$

Other accrued expenses

75,333

8,469
$

70,462

(1) Amount includes $8.9 million of environmental liability assumed in the SRC Acquisition.

Other Liabilities. The following table presents the components of other liabilities as of:
March 31, 2020

December 31, 2019

(in thousands)
Production taxes

$

Deferred oil gathering credits
Deferred midstream gathering credits
Operating and finance leases
Other

140,175

$

20,100

174,638

175,897

16,083

15,779

2,885
$

Other liabilities

68,020

19,597

353,378

3,337
$

283,133

Deferred Oil Gathering Credits. In 2018, we entered into an agreement that dedicates crude oil from the majority of our Wattenberg Field acreage to the midstream provider's gathering lines and extends the term of the
agreement through December 2029. The payment is being amortized over the life of the agreement. Amortization charges related to this deferred oil gathering credit totaling approximately $0.5 million for each of the three months
ended March 31, 2020 and 2019 are included as a reduction to transportation, gathering and processing expenses in our condensed consolidated statements of operations.
Deferred Midstream Gathering Credits. In the second quarter of 2019, concurrent with the sale of our Delaware Basin midstream assets, we entered into agreements with the purchasers that dedicated the gathering of certain
of our production and all water gathering and disposal volumes in the Delaware Basin. The terms of these agreements range from 10 to 22 years. The credits are being amortized on a units-of-production basis. Amortization charges
included in crude oil sales totaled approximately $0.2 million for the three months ended March 31, 2020. Amortization charges included as a reduction to transportation, gathering and processing expenses totaled approximately $0.8
million for the three months ended March 31, 2020. Amortization charges included as a reduction to lease operating expenses and capital costs totaled approximately $0.3 million for the three months ended March 31, 2020.
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NOTE 9 - LONG-TERM DEBT
Long-term debt consisted of the following as of:
March 31, 2020

December 31, 2019

(in thousands)
Senior Notes:
1.125% Convertible Notes due September 2021:
Principal amount

$

Unamortized discount

200,000

$

(12,691)

Unamortized debt issuance costs

(14,763)

(1,422)

Net of unamortized discount and debt issuance costs

200,000
(1,666)

185,887

183,571

400,000

400,000

6.125% Senior Notes due September 2024:
Principal amount
Unamortized debt issuance costs

(4,366)

Net of unamortized debt issuance costs

(4,611)

395,634

395,389

102,324

—

990

—

103,314

—

600,000

600,000

6.25% Senior Notes due December 2025:
Principal amount
Unamortized premium
Net of unamortized premium
5.75% Senior Notes due May 2026:
Principal amount
Unamortized debt issuance costs

(5,511)

Net of unamortized debt issuance costs
Total senior notes

(5,734)

594,489

594,266

1,279,324

1,173,226

Revolving Credit Facility:
Revolving credit facility due May 2023

617,000

Total long-term debt, net of unamortized discount and debt issuance costs

$

1,896,324

4,000
$

1,177,226

Senior Notes
2021 Convertible Notes. In September 2016, we issued $200 million of 1.125% convertible notes due September 15, 2021 (the "2021 Convertible Notes"). Interest is payable semi-annually on March 15 and September 15. The
conversion price at maturity is $85.39 per share. We allocated the gross proceeds of the 2021 Convertible Notes between the liability and equity components of the debt. The initial $160.5 million liability component was determined
based on the fair value of similar debt instruments, excluding the conversion feature, priced on the same day we issued the 2021 Convertible Notes. The initial $39.5 million equity component represents the debt discount and was
calculated as the difference between the fair value of the debt and the gross proceeds of the 2021 Convertible Notes. Approximately $4.8 million in costs associated with the issuance of the 2021 Convertible Notes were capitalized as
debt issuance costs and are being amortized as interest expense over the life of the notes.
Upon conversion, the 2021 Convertible Notes may be settled, at our sole election, in shares of our common stock, cash or a combination thereof. We have initially elected a combination settlement method to satisfy our
conversion obligation, which allows us to settle the principal amount of the 2021 Convertible Notes in cash and to settle the excess conversion value, if any, in shares, as well as cash in lieu of fractional shares.
2024 Senior Notes. In September 2016, we issued $400 million aggregate principal amount of 6.125% senior notes due September 15, 2024 (the “2024 Senior Notes”). Interest is payable semi-annually on March
15 and September 15.
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Approximately $7.8 million in costs associated with the issuance of the 2024 Senior Notes were capitalized as debt issuance costs and are being amortized as interest expense over the life of the notes.
2025 Senior Notes. Upon completion of the SRC Acquisition in January 2020, we assumed $550 million aggregate principal amount of 6.25% senior notes due December 1, 2025 (the "2025 Senior Notes"). The 2025 Senior
Notes were recorded at $555.5 million, representing the approximate fair value. The difference between the acquisition date fair value and the principal amount of the 2025 Senior Notes will be recognized as a reduction to interest
expense over the remaining life of the notes. Interest is payable semi-annually on June 1 and December 1.
On January 17, 2020, we commenced an offer to repurchase the 2025 Senior Notes from the holders at 101 percent of the principal amount of the 2025 Senior Notes, together with any accrued and unpaid interest. Upon
expiration of the repurchase offer on February 18, 2020, holders of $447.7 million of the outstanding 2025 Senior Notes accepted the redemption offer for a total redemption price of approximately $452.2 million, plus accrued and
unpaid interest of $6.2 million. The fair value of the 2025 Senior Notes approximated the repurchase offer price, resulting in recognition of an immaterial loss on extinguishment of the repurchased notes. The repurchase was funded by
proceeds from our revolving credit facility. An aggregate principal amount of approximately $102.3 million remains outstanding.
2026 Senior Notes. In November 2017, we issued $600 million aggregate principal amount of 5.75% senior notes due May 15, 2026 (the "2026 Senior Notes"). Interest is payable semi-annually on May 15 and November 15.
Approximately $7.6 million in costs associated with the issuance of the 2026 Senior Notes were capitalized as debt issuance costs and are being amortized as interest expense over the life of the notes.
Our wholly-owned subsidiary, PDC Permian, Inc., is a guarantor of our obligations under the 2021 Convertible Notes, the 2024 Senior Notes, the 2025 Senior Notes and the 2026 Senior Notes (collectively, the "Notes"). As of
March 31, 2020, we were in compliance with all covenants related to the Notes.
Revolving Credit Facility
In May 2018, we entered into a Fourth Amended and Restated Credit Agreement (the “Restated Credit Agreement”). Among other things, the Restated Credit Agreement provides for a maximum credit amount of $2.5 billion.
The amount we may borrow under the Restated Credit Agreement is subject to certain limitations. As a result of closing the SRC Acquisition, the borrowing base on our revolving credit facility increased to $2.1 billion and we elected
to increase the aggregate commitment amount under our revolving credit facility to $1.7 billion. On May 5, 2020, we entered into a Second Amendment to the Restated Credit Agreement (the “Second Amendment”) that amended our
interest rate and certain other provisions in the Restated Credit Agreement. In connection with the Second Amendment and as part of our semi-annual redetermination of our borrowing base, the borrowing base under the Restated
Credit Agreement was reduced to $1.7 billion, while maintaining the commitment amount at $1.7 billion.
The revolving credit facility is available for working capital requirements, capital investments, acquisitions, to support letters of credit and for general corporate purposes. The borrowing base is based on, among other things,
the loan value assigned to the proved reserves attributable to our crude oil and natural gas interests. The borrowing base is subject to a semi-annual redetermination on November 1 and May 1 based upon quantification of our reserves at
June 30 and December 31, and is also subject to a redetermination upon the occurrence of certain events. Substantially all of our crude oil and natural gas properties have been mortgaged or pledged as security for our revolving credit
facility.
The outstanding principal amount under the revolving credit facility accrues interest at a varying interest rate that fluctuates with an alternate base rate (equal to the greatest of the administrative agent's prime rate, the federal
funds rate plus a premium and the rate for dollar deposits in the London interbank market (“LIBOR”) for one month, plus a premium) or, at our election, a rate equal to LIBOR for certain time periods. Additionally, commitment fees,
interest margin and other bank fees, charged as a component of interest, vary with our utilization of the facility. As of March 31, 2020, the applicable interest margin is 0.5 percent for the alternate base rate option or 1.5 percent for the
LIBOR option, and the unused commitment fee is 0.375 percent. Principal payments are generally not required until the revolving credit facility expires in May 2023, unless the borrowing base falls below the outstanding balance.
The revolving credit facility contains covenants customary for agreements of this type, with the most restrictive being certain financial tests on a quarterly basis. The financial tests, as defined per the revolving credit facility,
include
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requirements to: (a) maintain a minimum current ratio of 1.0:1.0 and (b) not exceed a maximum leverage ratio of 4.0:1.0. As of March 31, 2020, we were in compliance with all the revolving credit facility covenants.
As of March 31, 2020 and December 31, 2019, debt issuance costs related to our revolving credit facility were $11.0 million and $8.9 million, respectively, and are included in other assets. As of March 31, 2020, the weightedaverage interest rate on the outstanding balance on our revolving credit facility, exclusive of fees on the unused commitment, was 2.7 percent.
NOTE 10 - LEASES
We determine if an arrangement is representative of a lease at contract inception. Right-of-use ("ROU") assets represent our right to use the underlying assets for the lease term and the corresponding lease liabilities represent
our obligations to make lease payments arising from the leases. Operating and finance lease ROU assets and liabilities are recognized at the commencement date based on the present value of the expected lease payments over the lease
term. As most of our leases do not provide an implicit interest rate, we utilize our incremental borrowing rate based on information available at the commencement date in determining the present value of lease payments. Subsequent
measurement, as well as presentation of expenses and cash flows, will depend upon the classification of the lease as either a finance or operating lease. Terms of our leases include options to extend or terminate the lease only when we
can ascertain that it is reasonably certain we will exercise that option.
We have operating leases for office space and compressors and finance leases for vehicles. Our leases have remaining lease terms ranging from one to five years. The vehicle leases include options to renew for up to four years.
Lease payments associated with vehicle leases also include a contractually stated residual value guarantee.
The following table presents the components of lease costs:
Lease Costs

Three Months Ended
March 31, 2020

Three Months Ended
March 31, 2019

Operating lease costs

$

1,881

$

1,348

$

489

$

483

$

543

(in thousands)

Finance lease costs:
Amortization of ROU assets
Interest on lease liabilities
Total finance lease costs

55
$

Short-term lease costs
Total lease costs

544

60

96,073
$

98,498

61,030
$

62,921

Our operating lease costs are recorded in lease operating expenses or general and administrative expense and our finance lease costs are recorded in DD&A expense and interest expense. Our short-term lease costs include
amounts that are capitalized as part of the cost of another asset and are recorded as properties and equipment or recognized as expense.
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The following table presents the balance sheet classification and other information regarding our leases as of:
Condensed Consolidated
Balance Sheet Line Item

Leases

March 31, 2020

December 31, 2019

(in thousands)
Operating Leases:
Operating lease ROU assets

Other assets

$

16,864

$

Operating lease obligation - short-term

Other accrued expenses

$

8,278

$

Operating lease obligation - long-term

Other liabilities

14,926
4,159

13,469

Total operating lease liabilities

12,944

$

21,747

$

17,103

Finance Leases:
Finance lease ROU assets

Properties and equipment,
net

$

4,556

$

4,637

Finance lease obligation - short-term

Other accrued expenses

$

1,893

$

1,767

Finance lease obligation - long-term

Other liabilities

2,614
$

Total finance lease liabilities

4,507

2,835
$

4,602

Weighted-average remaining lease term (years)
Operating leases

3.41

4.28

Finance leases

2.94

3.17

Weighted-average discount rate
Operating leases

5.0%

5.0%

Finance leases

5.0%

5.0%

Maturity of lease liabilities by year and in the aggregate, under operating and financing leases with terms of one year or more, as of March 31, 2020 consist of the following:
Operating Leases

Finance Leases

Total

(in thousands)
2020

$

6,870

$

1,549

$

8,419

2021

7,026

1,604

8,630

2022

5,493

937

6,430

2023

1,559

641

2,200

2024

950

95

1,045

1,698

—

1,698

23,596

4,826

28,422

Thereafter
Total lease payments
Less interest and discount
Present value of lease liabilities

(1,849)
$

21,747
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NOTE 11 - ASSET RETIREMENT OBLIGATIONS
The following table presents the changes in carrying amounts of the asset retirement obligations associated with our working interests in crude oil and natural gas properties:
Amount
(in thousands)
Balance at December 31, 2019

$

Obligations incurred with development activities and other

127,251
5,357

Obligations incurred with acquisition

43,953

Accretion expense

2,620

Obligations discharged with asset retirements

(9,597)

Balance at March 31, 2020

169,584

Current portion

(30,930)
$

Long-term portion

138,654

Our estimated asset retirement obligations liability is based on historical experience in plugging and abandoning wells, estimated economic lives and estimated plugging, abandonment and surface reclamation costs considering
federal and state regulatory requirements in effect at that time. The liability is discounted using the credit-adjusted risk-free rate estimated at the time the liability is incurred or revised. To the extent future revisions to these assumptions
impact the present value of the existing asset retirement obligations liability, a corresponding adjustment is made to the properties and equipment balance. Changes in the liability due to the passage of time are recognized as an increase
in the carrying amount of the liability and as accretion expense. Short-term asset retirement obligations are included in other accrued expenses.
NOTE 12 - COMMITMENTS AND CONTINGENCIES
Firm Transportation and Processing Agreements. We enter into contracts that provide firm transportation and processing on pipeline systems through which we transport or sell crude oil and natural gas. Satisfaction of the
volume requirements includes volumes produced by us, purchased from third parties and produced by other third-party working, royalty and overriding royalty interest owners whose volumes we market on their behalf. Our condensed
consolidated statements of operations reflect our share of these firm transportation and processing costs. These contracts require us to pay these transportation and processing charges whether or not the required volumes are delivered.
Given current market conditions, we may find ourselves unable to market our commodities at prices acceptable to us, or at all, which could cause us to be unable to meet these obligations. In such cases, we may be subject to penalties,
fees, minimum margins or other payments.
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The following table presents gross volume information related to our long-term firm transportation, sales and processing agreements for pipeline capacity and water delivery and disposal commitments:
For the Twelve Months Ending March 31,

Area

2021

2022

2023

2025 and
Through
Expiration

2024

Total

Expiration
Date

Natural gas (MMcf)
Wattenberg Field

63,922

63,922

63,922

64,098

118,925

374,789

Delaware Basin

33,410

25,222

9,125

9,150

63,900

140,807

March 31, 2031

Gas Marketing

7,117

6,966

2,830

—

—

16,913

August 31, 2022

104,449

96,110

75,877

73,248

182,825

532,509

Wattenberg Field

13,703

16,507

21,718

16,737

55,796

124,461

March 31, 2029

Delaware Basin

8,580

8,030

8,030

6,050

—

30,690

December 31, 2023

22,283

24,537

29,748

22,787

55,796

155,151

6,207

6,207

6,207

6,223

4,676

29,520

294,673

$ 808,306

Total

August 31, 2026

Crude oil (MBbls)

Total
Water (MBbls)
Wattenberg Field
Dollar commitment (in
thousands)

$

139,258

$

128,413

$

133,551

$

112,411

$

December 31, 2024

Wattenberg Field. We have entered into two facilities expansion agreements with our primary midstream provider to expand and improve its natural gas gathering pipelines and processing facilities. The midstream provider
completed and turned on line the first of the two 200 MMcfd cryogenic plants in August 2018 and the second plant was completed in August 2019. We are bound to the volume requirements in these agreements on the first day of the
calendar month following the actual in-service date of the relevant plant. Both agreements require baseline volume commitments, consisting of our gross wellhead volume delivered in November 2016 to this midstream provider, and
incremental wellhead volume commitments of 51.5 MMcfd and 33.5 MMcfd for the first and second agreements, respectively, for seven years. In addition, as a result of the SRC Acquisition, we are subject to substantially similar
facilities expansion agreements with the same primary midstream provider of 46.4 MMcfd and 43.8 MMcfd, respectively. We may be required to pay shortfall fees for any volumes under the 97.9 MMcfd and 77.3 MMcfd incremental
commitments.
Delaware Basin. In May 2018, we entered into a firm sales agreement that is effective from June 2018 through December 2023 with an integrated marketing company for our crude oil production in the Delaware Basin.
Contracted volumes are currently 24,000 barrels of crude oil per day and decrease over time to 22,000 barrels of crude oil per day. This agreement is expected to provide price diversification through realization of export market pricing
via a Corpus Christi terminal and exposure to Brent-weighted prices.
Crude Oil, Natural Gas and NGLs Sales. For the three months ended March 31, 2020 and 2019, amounts related to long-term transportation volumes in the table above were $6.4 million and $10.9 million, respectively, and
were netted against our crude oil and natural gas sales.
,
Litigation and Legal Items. We are involved in various legal proceedings. We review the status of these proceedings on an ongoing basis and, from time to time, may settle or otherwise resolve these matters on terms and
conditions that management believes are in our best interests. We have provided the necessary estimated accruals in the accompanying balance sheets where deemed appropriate for litigation and legal related items that are ongoing and
not yet concluded. Although the results cannot be known with certainty, we currently believe that the ultimate results of such proceedings will not have a material adverse effect on our financial position, results of operations or liquidity.
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Environmental. Due to the nature of the natural gas and oil industry, we are exposed to environmental risks. We have various policies and procedures to minimize and mitigate the risks from environmental contamination. We
conduct periodic reviews and simulated drills to identify changes in our environmental risk profile. Liabilities are recorded when environmental damages resulting from past events are probable and the costs can be reasonably
estimated. Except as discussed herein, we are not aware of any material environmental claims existing as of March 31, 2020 which have not been provided for or would otherwise have a material impact on our financial statements;
however, there can be no assurance that current regulatory requirements will not change or that unknown potential past non-compliance with environmental laws or other environmental liabilities will not be discovered on our
properties. Accrued environmental liabilities are recorded in other accrued expenses. The liability ultimately incurred with respect to a matter may exceed the related accrual.
On October 23, 2018, we agreed to an Administrative Order by Consent ("AOC") with the COGCC relating to a historical release discovered during the decommissioning of a location in Weld County, Colorado, pursuant to
which, among other things, we agreed to a penalty of approximately $130,000, of which 20 percent would be suspended subject to compliance with certain corrective actions identified in the AOC. In addition to the penalty, we agreed
to timely complete certain corrective actions set forth in the AOC relating to procedures for completing future work on buried or partially buried produced water vessels, and to reestablish vegetation and otherwise reclaim the location.
We have completed the corrective actions in a timely manner and some of our reclamation activities are ongoing.
In recent years, we have been executing a program to plug and abandon certain of our older vertical wells in the Wattenberg Field. A self-audit of final reclamation activities associated with site retirements, which we concluded
in 2019, identified deficiencies, including incomplete documentation and agency submittals, inadequate plant growth and incomplete earthwork. In December 2019, we formally disclosed these deficiencies to the COGCC and are
working to close this backlog of site reclamation work. During 2020, we are similarly assessing reclamation activities at sites acquired through the SRC Acquisition. We do not believe potential penalties and other expenditures
associated with the deficiencies disclosed to the COGCC, nor any potential future disclosure of deficiencies associated with sites acquired in the SRC Acquisition, will have a material effect on our financial condition or results of
operations, but they may exceed $100,000.
Clean Air Act Agreement and Related Consent Decree. In June 2017, following our receipt of a 2015 Clean Air Act information request from the EPA and a 2015 compliance advisory from the Colorado Department of Public
Health and Environment's (“CDPHE”) Air Pollution Control Division, the U.S. Department of Justice, on behalf of the EPA and the state of Colorado, filed a complaint against us in the U.S. District Court for the District of Colorado,
claiming that we failed to operate and maintain certain condensate collection facilities at 65 facilities so as to minimize leakage of volatile organic compounds in compliance with applicable law.
In October 2017, we entered into a consent decree to resolve the lawsuit and the compliance advisory. Pursuant to the consent decree, we agreed to implement a variety of operational enhancements and mitigation and similar
projects, including vapor control system modifications and verification, increased inspection and monitoring and installation of tank pressure monitors. The three primary elements of the consent decree are: (i) fine/supplemental
environmental projects ($1.5 million cash fine, plus $1 million in supplemental environmental projects) of which the cash fines and the full cost of supplemental environmental projects were paid in the first and third quarters of 2018,
respectively, (ii) injunctive relief with an estimated cost of approximately $18 million, primarily representing capital enhancements to our operations and (iii) mitigation with an estimated cost of $1.7 million continue to incur costs
associated with these activities. If we fail to comply fully with the requirements of the consent decree with respect to those matters, we could be subject to additional liability. We do not believe that the expenditures resulting from the
settlement will have a material adverse effect on our condensed consolidated financial statements.
Since the consent decree took effect, and more recently was expanded to include the COC, we have timely implemented the various programs that meet its requirements. Over the course of this execution, we have identified
certain immaterial deficiencies in our implementation of the programs. We report these immaterial deficiencies to the appropriate authorities and remediate them promptly. We do not believe that the penalties and expenditures
associated with the consent decree, including any sanctions associated with these deficiencies, will have a material effect on our financial condition or results of operations, but they may exceed $100,000.
In addition, in December 2018, we were named as a nominal defendant in a derivative action filed in the Delaware chancery court. The complaint, which seeks unspecified monetary damages and various forms of equitable
relief, alleges that certain current and former members of our Board of Directors (the "Board") violated their fiduciary duties, committed waste
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and were unjustly enriched by, among other things, failing to implement adequate environmental safeguards in connection with the issues that gave rise to the Department of Justice lawsuit and consent decree. We believe that this
lawsuit is without merit but cannot predict its outcome.
Further, we could be the subject of other enforcement actions by regulatory authorities in the future relating to our past, present or future operations.
NOTE 13 - COMMON STOCK
Stock-Based Compensation Plans
2018 Equity Incentive Plan. In May 2018, our stockholders approved a long-term equity compensation plan for our employees and non-employee directors (the “2018 Plan”). The 2018 Plan provides for a reserve of 1,800,000
shares of our common stock that may be issued pursuant to awards under the 2018 Plan and a term that expires in March 2028. Shares issued may be either authorized but unissued shares, treasury shares or any combination.
Additionally, the 2018 Plan permits the reuse or reissuance of shares of common stock which were canceled, expired, forfeited or paid out in the form of cash. However, shares tendered or withheld to satisfy the exercise price of options
or tax withholding obligations, and shares covering the portion of exercised stock-settled stock appreciation rights ("SARs") (regardless of the number of shares actually delivered), count against the share limit. Awards may be issued in
the form of options, SARs, restricted stock, restricted stock units ("RSUs"), performance stock units ("PSUs") and other stock-based awards. Awards may vest over periods of continued service or upon the satisfaction of performance
conditions set at the discretion of the Compensation Committee of the Board (the "Compensation Committee"), with a minimum one-year vesting period applicable to most awards. With regard to SARs and options, awards have a
maximum exercisable period of ten years. As of March 31, 2020, there were 485,079 shares available for grant under the 2018 Plan.
2010 Long-Term Equity Compensation Plan. Our Amended and Restated 2010 Long-Term Equity Compensation Plan, which was most recently approved by stockholders in 2013 (as the same has been amended and restated
from time to time, the "2010 Plan"), will remain outstanding and we may continue to use the 2010 Plan to grant awards. As of March 31, 2020, there were 78,011 shares available for grant under the 2010 Plan.
2015 SRC Equity Incentive Plan. Pursuant to the closing of the SRC Acquisition, SRC granted 155,928 PSUs to certain SRC executives under the 2015 SRC Equity Incentive Plan (the “2015 SRC Plan”). These PSUs (the
“SRC PSUs”) were granted immediately prior to execution of the Merger Agreement, were assumed and converted into PDC PSUs at a rate of 0.158 per share and remain subject to the same terms and conditions (including
performance-vesting terms) that applied immediately prior to the closing of the SRC Acquisition. The PSUs will result in a payout between zero and 200 percent of the target PSUs awarded. As of March 31, 2020, there were no shares
available for grant under the 2015 SRC Plan.
The following table provides a summary of the impact of our outstanding stock-based compensation plans on the results of operations for the periods presented:
Three Months Ended March 31,
2020

2019
(in thousands)

Stock-based compensation expense

$

Income tax benefit

5,672

$

(1,375)
$

Net stock-based compensation expense

4,297

4,683
(1,120)

$

3,563

Restricted Stock Units
Time-Based Awards. The fair value of the time-based RSUs is amortized ratably over the requisite service period, primarily three years. The time-based RSUs generally vest ratably on each anniversary following the grant date
provided that a participant is continuously employed.
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The following table presents the changes in non-vested time-based RSUs to all employees, including executive officers, for the three months ended March 31, 2020:
Weighted-Average
Grant Date
Fair Value per Share

Shares
Non-vested at December 31, 2019

795,926

$

45.51

Granted

316,778

22.73

Vested

(168,998)

47.34

(21,927)

44.89

921,779

37.36

Forfeited
Non-vested at March 31, 2020

The following table presents the weighted-average grant date fair value per share and related information as of/for the periods presented:
As of/Three Months Ended March 31,
2020

2019

(in thousands, except per share data)
Total intrinsic value of time-based awards vested

$

3,748

Total intrinsic value of time-based awards non-vested
Market price per share as of March 31
Weighted-average grant date fair value per share

$

3,311

5,724

28,544

6.21

40.68

22.73

38.59

Total compensation cost related to non-vested time-based awards and not yet recognized in our condensed consolidated statements of operations as of March 31, 2020 was $23.5 million. This cost is expected to be recognized
over a weighted-average period of 2.0 years.
Performance Stock Units
Market-Based Awards. The fair value of the market-based PSUs is amortized ratably over the requisite service period, primarily three years. The market-based shares vest if the participant is continuously employed throughout
the performance period and the market-based performance measure is achieved, with a maximum vesting period of three years. All compensation cost related to the market-based awards will be recognized if the requisite service period
is fulfilled, even if the market condition is not achieved.
The Compensation Committee awarded a total of 278,889 market-based PSUs to our executive officers during the three months ended March 31, 2020. In addition to continuous employment, the vesting of these PSUs is
contingent on a combination of absolute stock performance and our total stockholder return ("TSR"), which is essentially our stock price change including any dividends over a three-year period ending on December 31, 2022, as
compared to the TSR of a group of peer companies over the same period. The PSUs will result in a payout between zero and 250 percent of the target PSUs awarded. The weighted-average grant date fair value per PSU granted was
computed using the Monte Carlo pricing model using the following assumptions:
Three Months Ended March 31,
2020
Expected term of award (in years)
Risk-free interest rate
Expected volatility

2019
3

3

1.4%

2.5%

46.6%

41.4%

The expected term of the awards was based on the requisite service period. The risk-free interest rate was based on the U.S. Treasury yields in effect at the time of grant and extrapolated to approximate the life of the award.
The expected volatility was based on our historical volatility.
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SRC Performance Stock Units. Terms of the SRC PSUs are substantially the same as PDC PSUs, except that the awards do not require continuous employment and the performance period associated with the awards of January
1, 2019 through December 31, 2021, predates the grant date. The fair value of the SRC PSU awards was determined on the grant date of January 13, 2020 using the Monte Carlo pricing model using the following assumptions:
Three Months
Ended March 31,
2020
Expected term of awards (in years)

2

Risk-free interest rate

1.6%

Expected volatility

56.9%

Weighted-average grant date fair value per share

$

33.35

The expected term of the awards is based on the number of years from the grant date through the end of the performance period. The risk-free interest rate was based on the U.S. Treasury yields in effect at the time of grant,
extrapolated to approximate the life of the awards. The expected volatility was based on our historical volatility, as well as that of our peer group.
The following table presents the change in non-vested market-based awards, including SRC PSUs, during the three months ended March 31, 2020:
Weighted-Average
Grant Date
Fair Value per Share

Shares
221,142

Non-vested at December 31, 2019
Granted
Non-vested at March 31, 2020

$

61.61

434,817

33.46

655,959

42.95

The following table presents the weighted-average grant date fair value per share and related information as of/for the periods presented:
As of/Three Months Ended March 31,
2020

2019

(in thousands, except per share data)
Total intrinsic value of market-based awards non-vested

$

4,074

$

9,849

Market price per common share as of March 31,

6.21

40.68

Weighted-average grant date fair value per share

33.46

56.68

Total compensation cost related to non-vested market-based awards not yet recognized in our condensed consolidated statements of operations as of March 31, 2020 was $15.3 million. This cost is expected to be recognized
over a weighted-average period of 2.1 years.
25

Table of contents
PDC ENERGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2020
(unaudited)

Stock Appreciation Rights
The SARs vest ratably over a three-year period and may generally be exercised at any point after vesting through ten years from the date of issuance. Pursuant to the terms of the awards, upon exercise, the executive officers
will receive, in shares of common stock, the excess of the market price of the award on the date of exercise over the market price of the award on the date of issuance. The following table presents the change in SARs during the three
months ended March 31, 2020:
Weighted-Average
Grant Date
Fair Value per Share

Shares
290,258

Outstanding at December 31, 2019
Exercised
Expired
Outstanding at March 31, 2020

$

46.64

(7,807)

24.44

(56,162)

45.39

226,289

47.72

All outstanding SARs as of March 31, 2020 have vested and the related compensation cost has been fully recognized.
Preferred Stock
We are authorized to issue 50,000,000 shares of preferred stock, par value $0.01 per share, which may be issued in one or more series, with such rights, preferences, privileges and restrictions as shall be fixed by the Board from
time to time. Through March 31, 2020, no shares of preferred stock have been issued.
Stock Repurchase Program
In April 2019, the Board approved the acquisition of up to $200 million of our outstanding common stock, depending on market conditions (the "Stock Repurchase Program"). Effective upon the closing of the SRC
Acquisition, our Board approved an increase and extension to the Stock Repurchase Program from $200 million to $525 million. Repurchases under the Stock Repurchase Program can be made in open markets at our discretion and in
compliance with safe harbor provisions, or in privately negotiated transactions. The Stock Repurchase Program does not require any specific number of shares to be acquired, and can be modified or discontinued by the Board at any
time. During the three months ended March 31, 2020, we repurchased 1.3 million shares of our outstanding common stock at a cost of $23.8 million. The last repurchases occurred in early March 2020. Approximately $346.8 million of
our outstanding common stock remains available for repurchase under the Stock Repurchase Program; however, further repurchases pursuant to the program have been suspended and, if we resume the program, we expect to slow the
pace of previously planned share repurchases as we continue to prioritize our financial strength and liquidity.
NOTE 14 - INCOME TAXES
We compute our quarterly tax provision using the effective tax rate method by applying the anticipated annual effective rate to our year-to-date income or loss, except for discrete items. Income tax on discrete items is
computed and recorded in the period in which the specific transaction occurs.
As previously noted, we recorded impairments totaling $881.1 million for the three months ending March 31, 2020. These impairments resulted in three years of cumulative historical pre-tax losses and a net deferred tax asset
position. We also have net operating loss carryovers (“NOLs”) for federal income tax purposes of $400.0 million. These losses were a key consideration that led PDC to provide a valuation allowance against its net deferred tax assets as
of March 31, 2020 since it cannot conclude that it is more likely than not that its net deferred tax asset will be fully realized in future periods.
The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which those temporary differences become deductible. At each reporting period, management
considers the scheduled reversal of deferred tax liabilities, available taxes in carryback periods, tax planning strategies and projected future taxable income in making this assessment. Future events or new evidence which may lead us to
conclude that it is more likely than not that our net deferred tax assets will be realized include, but are not limited to, cumulative historical pre-tax earnings,
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sustained or continued improvements in oil prices, and taxable events that could result from one or more transactions. We will continue to evaluate whether the valuation allowance is needed in future reporting periods.
As long as we conclude that we will continue to have a need for a valuation allowance against our net deferred tax assets, we will likely not have any additional income tax expense or benefit other than for state income taxes.
The effective income tax rates for the three months ended March 31, 2020 and 2019 were 1.6 percent and 23.7 percent, respectively.
As of March 31, 2020, there is no liability for unrecognized income tax benefits. As of the date of this report, we are current with our income tax filings in all applicable state jurisdictions and are not currently under any state
income tax examinations. The IRS partially accepted our 2018 tax return. The 2018 tax return is in the IRS CAP Program post-filing review process, with no significant tax adjustments currently proposed. We continue to voluntarily
participate in the IRS CAP Program for the review of our 2019 and 2020 tax year. Participation in the IRS CAP Program has enabled us to have minimal uncertain tax benefits associated with our federal tax return filings.
NOTE 15 - EARNINGS PER SHARE
Basic earnings per share is computed by dividing net earnings by the weighted-average number of common shares outstanding for the period. Diluted earnings per share is similarly computed, except that the denominator
includes the effect, using the treasury stock method, of unvested equity-based employee awards, convertible notes and shares held pursuant to our non-employee director deferred compensation plan, if including such potential shares of
common stock is dilutive.
The following table presents our weighted-average basic and diluted shares outstanding:
Three Months Ended March 31,
2020

2019
(in thousands)

Weighted-average common shares outstanding - basic

94,077

66,182

Weighted-average common shares and equivalents outstanding - diluted

94,077

66,182

We reported a net loss for the three months ended March 31, 2020 and the three months ended March 31, 2019. As a result, our basic and diluted weighted-average common shares outstanding were the same for those periods
because the effect of the common share equivalents was anti-dilutive.
The following table presents the weighted-average common share equivalents excluded from the calculation of diluted earnings per share due to their anti-dilutive effect:
Three Months Ended March
31,
2020

2019

(in thousands)
Weighted-average common share equivalents excluded from
diluted earnings per share due to their anti-dilutive effect:
RSUs and PSUs

1,319

Other equity-based awards
Total anti-dilutive common share equivalents

895

245

302

1,564

1,197

The 2021 Convertible Notes give the holders, at our election, the right to convert the aggregate principal amount into 2.3 million shares of our common stock at a conversion price of $85.39 per share. The 2021 Convertible
Notes were not included in the diluted earnings per share calculation using the treasury stock method for any periods presented because the average market price of our common stock did not exceed the conversion price.
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NOTE 16 - SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Three Months Ended March 31,
2020

2019
(in thousands)

Supplemental cash flow information:
Cash payments (receipts) for:
Interest, net of capitalized interest

$

16,915

Income taxes

$

(204)

12,602
—

Non-cash investing and financing activities:
Change in accounts payable related to capital expenditures

$

Change in asset retirement obligations, with a corresponding change to
crude oil and natural gas properties, net of disposals
Issuance of common stock for the acquisition of crude oil and natural gas
properties, net

70,026

$

39,694

42,126

2,794

1,009,015

—

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases

$

2,131

$

1,441

Operating cash flows from finance leases

57

60

Financing cash flows from finance leases

489

494

ROU assets obtained in exchange for lease obligations:
Operating leases

$

4,217

Finance leases

471

$

481
624

Subsequent to the filing of our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2019, we identified an immaterial error in our condensed consolidated statement of cash flows related to cash paid
for capital expenditures for development of crude oil and natural gas properties for the period ended March 31, 2019. Our balance sheet and statement of operations for the relevant period were not impacted. We evaluated the error
under the guidance of Accounting Standards Codification 250, Accounting Changes and Error Corrections ("ASC 250"). Based on the guidance in ASC 250, we determined that the error did not have a material impact on our
previously-issued financial statements or those of the period of correction.
The error resulted in an overstatement of cash flows from operations of $24.8 million and an overstatement of cash used in investing activities of $24.8 million in each period as follows:
Three Months Ended
March 31, 2019
(dollars in thousands)
Cash flows from operating activities, as reported

$

181,853

Cash flows from operating activities, as adjusted

$

157,100

Cash flows from investing activities, as reported

$

(271,664)

$

(246,911)

Adjustment

(24,753)

Adjustment

24,753

Cash flows from investing activities, as adjusted
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis should be read in conjunction with our condensed consolidated financial statements and related notes included elsewhere in this report. Further, we encourage you to review the Special
Note Regarding Forward-Looking Statements.
EXECUTIVE SUMMARY
March 31, 2020 Financial Overview of Operations and Liquidity
We have been adversely affected as a result of the ongoing global COVID-19 pandemic, including its effects on commodity demand and pricing, downstream capacity, employee health and safety, business continuity and
regulatory matters. We expect those impacts to continue in the near-term and we may experience additional impacts in the future. See Item 1A. Risk Factors for additional information regarding the potential impacts of the COVID-19
pandemic.
Production volumes increased to 16.8 MMboe for the three months ended March 31, 2020, representing an increase of 50 percent as compared to the three months ended March 31, 2019. The majority of the increase can be
attributed to producing properties received in the SRC Acquisition. Total liquids production of crude oil and NGLs comprised 59 percent of production during the three months ended March 31, 2020. For the month ended March 31,
2020, we maintained an average daily production rate of approximately 194,000 Boe per day, up from approximately 124,000 Boe per day for the month ended March 31, 2019.
On a sequential quarterly basis, total production for the three months ended March 31, 2020 as compared to the three months ended December 31, 2019 increased by 3.8 MMboe, or 29 percent, with the increase in production
attributable to producing properties received in the SRC Acquisition. The increase was partially offset by the impact of decreased capital investments during the fourth quarter of 2019.
Crude oil, natural gas and NGLs sales revenue for the three months ended March 31, 2020 and 2019 were comparable primarily due to the 34 percent decrease in weighted-average realized commodity prices being offset by the
50 percent increase in production.
We had positive net settlements from our commodity derivative contracts of $45.8 million for the three months ended March 31, 2020, as compared to negative net settlements of $8.5 million for the three months ended
March 31, 2019.
The combined revenue from crude oil, natural gas and NGLs sales and net settlements from our commodity derivative instruments increased 17 percent to $366.1 million for the three months ended March 31, 2020 from
$312.6 million for the three months ended March 31, 2019.
For the three months ended March 31, 2020, we generated a net loss of $465.0 million, or $4.94 per diluted share, compared to a net loss of $120.2 million, or $1.82 per diluted share, for the comparable period in 2019. Our net loss
for the three months ended March 31, 2020 as compared to the three months ended March 31, 2019 was most significantly impacted by the increase in impairment of properties and equipment, partially offset by the commodity price
risk management gain.
During the three months ended March 31, 2020, our adjusted EBITDAX, a non-U.S. GAAP financial measure, was $228.1 million compared to $208.8 million for the comparable period in 2019. The increase for the three
months ended March 31, 2020 was primarily due to the increase in the gain on commodity derivative settlements of $54.3 million which was partially offset by the increase in operating costs of $35.3 million.
Our cash flows from operations were $266.3 million and $157.1 million and our adjusted cash flows from operations, a non-U.S. GAAP financial measure, were $209.8 million and $192.5 million for the three months ended
March 31, 2020 and March 31, 2019, respectively. Free cash flow deficit, a non-U.S. GAAP financial measure, was $51.0 million and $89.4 million for the three months ended March 31, 2020 and 2019, respectively. Free cash flow
deficit for the three months ended March 31, 2020 includes approximately $20.2 million of transaction costs incurred related to the SRC Acquisition.
See Reconciliation of Non-U.S. GAAP Financial Measures below for a more detailed discussion of these non-U.S. GAAP financial measures and a reconciliation of these measures to the most comparable U.S. GAAP
measures.
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Acquisition
In January 2020, we merged with SRC in a transaction valued at $1.7 billion, inclusive of SRC's net debt. Upon closing, we issued approximately 39 million shares of our common stock to SRC shareholders and holders of
SRC equity awards, reflecting issuance of 0.158 of a share of our common stock in exchange for each share of SRC common stock and the cancellation of outstanding SRC equity awards pursuant to the Merger Agreement.
Liquidity
Available liquidity as of March 31, 2020 was $1.1 billion, which was comprised of $61.2 million of cash and cash equivalents and $1.1 billion available for borrowing under our revolving credit facility.
Pursuant to closing the SRC Acquisition, the borrowing base on our revolving credit facility increased to $2.1 billion and we elected to increase the aggregate commitment amount under the facility to $1.7 billion. On May 5,
2020, we entered into the Second Amendment, and, in connection with the Second Amendment and as part of our semi-annual redetermination of our borrowing base, the borrowing base under the revolving credit facility was reduced
to $1.7 billion, while maintaining the commitment amount at $1.7 billion.
As part of the SRC Acquisition, we assumed $550 million in 6.25% Senior Notes due December 2025 and paid off and terminated SRC's revolving credit facility, which had an outstanding balance of $165 million at closing.
The indenture governing the SRC Senior Notes has a change of control provision and on January 17, 2020, we commenced an offer to repurchase the SRC Senior Notes at 101 percent of the principal amount of the notes, together with
any accrued and unpaid interest. Upon expiration of the repurchase offer on February 18, 2020, holders of $447.7 million of the outstanding SRC Senior Notes accepted our redemption offer for a total redemption price of approximately
$452.2 million, plus accrued and unpaid interest of $6.2 million. The repurchase was funded by proceeds from our revolving credit facility. An aggregate principal amount of approximately $102.3 million remains outstanding.
Stock Repurchase Program
In April 2019, the Board approved the Stock Repurchase Program. Effective upon the closing of the SRC Acquisition, our Board approved an increase and extension to the Stock Repurchase Program from $200 million to $525
million. During the three months ended March 31, 2020, we repurchased 1.3 million shares of our outstanding common stock at a cost of $23.8 million. The last repurchases occurred in early March 2020. Approximately $346.8 million
remains available for repurchases under the Stock Repurchase Program; however, further repurchases pursuant to the program have been suspended and, if we resume the program, we expect to slow the pace of previously planned share
repurchases as we continue to prioritize our financial strength and liquidity.
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Drilling and Completion Overview
The following tables summarize our drilling and completion activity for the three months ended March 31, 2020:
Operated Wells
Wattenberg Field
Gross
In-process as of December 31, 2019

Gross

Net

Total
Gross

Net

145

134.3

30

29.1

175

163.4

Wells spud

42

36.3

1

1.0

43

37.3

Wells acquired in-process (1)

88

80.5

—

—

88

80.5

(47)

(44.0)

(6)

(6.0)

(53)

(50.0)

228

207.1

25

24.1

253

231.2

Wells turned-in-line
In-process as of March 31, 2020
(1)

Net

Delaware Basin

Represents in-process wells and wells being completed that we received as part of the SRC Acquisition.
Non-Operated Wells
Wattenberg Field
Gross
In-process as of December 31, 2019

Delaware Basin
Gross

Net

Total
Gross

Net

41

5.3

—

—

41

5.3

64

6.6

—

—

64

6.6

Wells acquired in-process (now operated by PDC)
(1)

(15)

(1.1)

—

—

(15)

(1.1)

Wells turned-in-line

(27)

(2.4)

—

—

(27)

(2.4)

63

8.4

—

—

63

8.4

Wells spud

In-process as of March 31, 2020
(1)

Net

Represents in-process wells and wells being completed that we received as part of the SRC Acquisition.

Our in-process wells represent wells that are in the process of being drilled or have been drilled and are waiting to be fractured and/or for gas pipeline connection. Our in-process wells are generally completed and turned-in-line
within a year of drilling.
2020 Operational and Financial Outlook
In February 2020, the Board approved our initial 2020 development plan. This plan was based upon our February 2020 internal outlook for crude oil and natural gas prices, favorable debt metrics and the strength of our balance
sheet, including our hedge position for 2020. Since approving our 2020 development plan in February 2020, future commodity prices, and future crude oil prices in particular, have significantly declined. As a result, in April 2020, we
finalized a comprehensive revision to our 2020 development plan, which includes estimated service cost savings, as well as further reductions to planned drilling and completion activity.
Our revised 2020 capital investments in crude oil and natural gas properties are expected to range between $500 million and $600 million. The revised 2020 development plan is based upon our current outlook for the
remainder of the year and is subject to further revision due to the significant volatility in market conditions and historically high levels of uncertainty affecting the oil and gas exploration sector. We will further revise our development
plans as necessary to react to market conditions in the best interest of our shareholders, while prioritizing our financial strength and liquidity
We currently anticipate that our total production for 2020 will range between 170,000 Boe to 180,000 Boe per day, approximately 60,000 Bbls to 65,000 Bbls of which are expected to be crude oil. This decrease as compared to
our earlier estimate is reflective of, among other things, an expected curtailment of 20 percent to 30 percent of our anticipated May 2020 production volumes, with potential for increasing curtailments in mid-2020, in response to
takeaway capacity or market limitations, decreases in NYMEX pricing and significantly widened differentials, largely due to the global COVID-19 pandemic.
We believe that we maintain a degree of operational flexibility to control the pace of our capital spending and may further revise our 2020 capital investment program during the year. As we execute our capital investment
program, we will continue to monitor potential further deterioration of commodity prices and our internal long-term outlook for commodity prices throughout 2020, as well as expected rates of return, the political environment,
requirements to hold acreage, the cost of services for drilling and well completion activities, drilling results, changes in our borrowing capacity, cash flows, requirements
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to maintain continuous activity on leaseholds or acquisition and/or divestiture opportunities and our remaining inventory in order to best meet our short- and long-term corporate strategy. Should commodity pricing or the operating
environment further deteriorate, we may determine that additional adjustments to our development plan are appropriate.
Wattenberg Field. Pursuant to the revised 2020 development plan, we ran three drilling rigs in the Wattenberg Field through the middle of April 2020, when we dropped to a two-rig pace. We plan to release a second rig at the
end of May 2020, and drop to a one-rig pace, which we expect to maintain during the remainder of the year. We also released our last completion crew in the Wattenberg Field in early May 2020 and currently expect that we will resume
completions early in the fourth quarter of 2020. We are drilling in the horizontal Niobrara and Codell plays in the rural areas of the core Wattenberg Field, which is further delineated between the Kersey, Prairie, Plains and Summit
development areas. Our 2020 capital investment program for the Wattenberg Field is approximately 85 percent of our expected total capital investments in crude oil and natural gas properties, of which approximately 80 percent is
expected to be invested in operated drilling and completion activity. The majority of the wells we plan to drill in 2020 in the Wattenberg Field are mid-reach lateral (“MRL”) and extended-reach lateral (“XRL”) wells. In 2020, we
anticipate spudding approximately 90 to 110 operated wells and turning-in-line approximately 110 to 125 operated wells. We expect average development cost per well of between $2.5 million and $4.0 million, depending upon the
lateral length of the well. The remainder of the Wattenberg Field capital investment program is expected to be used for land, capital workovers, facilities projects and non-operated drilling.
Delaware Basin. In the Delaware Basin, we ran one drilling rig through early May 2020 and we released our only active completion crew in March 2020. We do not expect that we will perform further drilling or completion
activity in the Delaware Basin in 2020. Total capital investments in crude oil and natural gas properties in the Delaware Basin for 2020 are expected to be approximately 15 percent of our total capital investments in crude oil and natural
gas properties, of which approximately 90 percent is expected to be invested in operated drilling and completion activity. In 2020, we have spud ten operated wells (eight of which were started as part of a batch drilling process prior to
the end of 2019) and expect to turn-in-line 13 operated wells. The wells we drilled in 2020 in the Delaware Basin are MRL and XRL wells.
Financial Guidance. We are committed to our disciplined approach to managing our development plans. Based on our updated production forecast for 2020 and assumed average NYMEX prices of $15.00 per Bbl of crude oil
for the second quarter of 2020, $25.00 per Bbl of crude oil for the second half of 2020 and $2.00 per Mcf of natural gas and an assumed average composite price of $5.00 per Bbl for NGLs for the remaining three quarters of the year,
we expect 2020 adjusted cash flows from operations, a non-U.S. GAAP financial measure, to exceed our capital investments in crude oil and natural gas properties by more than $125 million. We currently expect realized crude oil
prices in the second quarter to be less than 35 percent of NYMEX pricing, with improved realizations for the second half of 2020, assuming modest improvement in global demand for crude oil.
In April 2020, we also updated our 2020 financial guidance to include the implementation of several payroll and non-payroll general and administrative expense cost saving initiatives. These initiatives include a 15 percent
voluntary reduction in salaries for our senior management team and fees for our Board, an approximate 15 percent reduction-in-force to better align with our revised operating plan and tiered salary reductions for a large number of our
remaining employees. Additionally, we plan to begin a transitioned closure of our Bridgeport, West Virginia, office beginning in the third quarter of 2020, with a target completion date of early 2021.
The following table sets forth our current financial guidance for the year ended December 31, 2020 for certain expenses and the impact of price differentials, exclusive of expected costs related to the SRC Acquisition:
Low

High

Operating Expenses
Lease operating expenses (in millions)

$

180

$

200

Transportation, gathering and processing expenses ("TGP") ($/Boe)

$

0.85

$

1.00

Production taxes (% of crude oil, natural gas and NGLs sales)

6.5%

7.5%

Based on the general and administrative expense cost saving initiatives outlined above and excluding transaction costs incurred related to the SRC Acquisition of approximately $20 million, we expect our general and
administrative expense to be in the range of $135 million to $140 million for 2020.
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Ballot Initiative Update
Certain interest groups in Colorado opposed to oil and natural gas development generally, and hydraulic fracturing in particular, have advanced various alternatives for ballot initiatives which would result in significantly
limiting or preventing oil and natural gas development in the state. Proponents of such initiatives have begun the process of attempting to qualify six initiatives to appear on the ballot in November 2020. Five of the initiatives are
focused on increased setbacks, with differing distances and criteria, and one is focused on bonding requirements.
These initiatives have undergone a review by the Colorado Legislative Council and proponents of the initiatives are cleared to begin the process of collecting the signatures needed to qualify them for the November 2020 ballot.
We do not know what the outcome of this process will be; however, a similar setback ballot initiative, Proposition 112, qualified for the ballot but failed to pass in 2018. Due to constraints on signature gathering during statewide stay-athome orders, news reports have indicated that Colorado Governor Jared Polis and Secretary of State Jena Griswold are considering executive action to give ballot campaigns more flexibility in collecting signatures. No formal
recommendation or protocol has been released.
Because approximately 81 percent of our proved reserves are located in Colorado, the risks we face with respect to these proposals, and possible similar future proposals, are greater than those of our competitors with more
geographically diverse operations. We cannot predict the outcome of the potentially pending initiatives or possible future regulatory developments.
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Results of Operations
Summary Operating Results
The following table presents selected information regarding our operating results:
Three Months Ended March 31,
2020

2019

Percent
Change

Production
Crude oil (MBbls)
Natural gas (MMcf)
NGLs (MBbls)
Crude oil equivalent (MBoe)
Average Boe per day (Boe)

5,889

4,525

30.1 %

41,347

25,651

61.2 %

4,065

2,415

68.3 %

16,845

11,215

50.2 %

185,110

124,611

48.6 %

Crude Oil, Natural Gas and NGLs Sales
Crude oil

$

Natural gas

249.2

$

39.5

NGLs

31.6

Total crude oil, natural gas and NGLs sales

$

320.3

$

$

46.9

$

231.1

7.8 %

52.5

(24.8)%

37.5

(15.7)%

321.1

(0.2)%

Net Settlements on Commodity Derivatives
Crude oil
Natural gas

(1.1)

Total net settlements on derivatives

$

45.8

$

$

42.32

$

(2.9)

*

(5.6)

(80.4)%

(8.5)

*

Average Sales Price (excluding net settlements on
derivatives)
Crude oil (per Bbl)

51.06

(17.1)%

Natural gas (per Mcf)

0.96

2.05

(53.2)%

NGLs (per Bbl)

7.78

15.55

(50.0)%

19.02

28.63

(33.6)%

Crude oil equivalent (per Boe)
Average Costs and Expenses (per Boe)
Lease operating expenses

3.14

(6.4)%

Production taxes

$

1.10

1.98

(44.4)%

Transportation, gathering and processing expenses

0.80

1.02

(21.6)%

General and administrative expense

3.69

3.53

4.5 %

10.46

13.50

(22.5)%

Depreciation, depletion and amortization

2.94

$

Lease Operating Expenses by Operating Region (per Boe)
Wattenberg Field

$

Delaware Basin

*

2.77
3.84

Percent change is not meaningful.
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Crude Oil, Natural Gas and NGLs Sales
Crude oil, natural gas and NGLs sales revenue for the three months ended March 31, 2020 did not change materially compared to the three months ended March 31, 2019 due to the following:

Three Months Ended
March 31, 2020
(in millions)
Change in:
Production

$

127.4

Average crude oil price

(51.5)

Average natural gas price

(45.1)

Average NGLs price

(31.6)

Total change in crude oil, natural gas and NGLs sales revenue

$

(0.8)

Crude Oil, Natural Gas and NGLs Production
The following table presents crude oil, natural gas and NGLs production.
Three Months Ended March 31,
Production by Operating Region

2020

2019

Percent
Change

Crude oil (MBbls)
Wattenberg Field

4,926

3,571

963

954

0.9%

5,889

4,525

30.1%

Wattenberg Field

35,057

20,961

67.2%

Delaware Basin

6,290

4,690

34.1%

41,347

25,651

61.2%

3,346

1,901

76.0%

719

514

39.9%

4,065

2,415

68.3%

Wattenberg Field

14,115

8,965

57.4%

Delaware Basin

2,730

2,250

21.3%

16,845

11,215

50.2%

Delaware Basin
Total

37.9%

Natural gas (MMcf)

Total
NGLs (MBbls)
Wattenberg Field
Delaware Basin
Total
Crude oil equivalent (MBoe)

Total
Average crude oil equivalent per day (Boe)
Wattenberg Field

155,110

99,611

55.7%

Delaware Basin

30,000

25,000

20.0%

185,110

124,611

48.6%

Total

Amounts may not recalculate due to rounding.
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The following table presents our crude oil, natural gas and NGLs production ratio by operating region:
Three Months Ended March 31, 2020
Crude Oil

Natural Gas

NGLs

Total

Wattenberg Field

35%

41%

24%

100%

Delaware Basin

35%

39%

26%

100%

Three Months Ended March 31, 2019
Crude Oil

Natural Gas

NGLs

Total

Wattenberg Field

40%

39%

21%

100%

Delaware Basin

42%

35%

23%

100%

Midstream Capacity
Our ability to market our production depends substantially on the availability, proximity and capacity of in-field gathering systems, compression and processing facilities, as well as transportation pipelines out of the basin, all of
which are owned and operated by third parties. If adequate midstream facilities and services are not available to us on a timely basis and at acceptable costs, our production and results of operations could be adversely affected. In recent
years, there has been substantial development drilling in our current areas of operation, and this has made it more challenging for providers of midstream infrastructure and services to keep pace with the corresponding increases in fieldwide production. The ultimate timing and availability of adequate infrastructure is not within our control and we could experience capacity constraints for extended periods of time that could negatively impact our ability to meet our
production targets. Weather, regulatory developments and other factors also affect the adequacy of midstream infrastructure. Like other producers, we from time to time enter into volume commitments with midstream providers in order
to incentivize them to provide increased capacity to sufficiently meet our projected volume growth from our areas of operation. If our production falls below the level required under these agreements, we could be subject to
transportation charges or aid in construction payments for commitment shortfalls.
Wattenberg Field. Elevated line pressures on gas gathering facilities operated by DCP adversely affected production from our Wattenberg Field operations from mid-2017 to the early fourth quarter of 2019. However,
beginning in the mid-fourth quarter of 2019 and continuing through the first quarter of 2020, the combination of DCP’s continued system expansions, and the availability of both residue gas and NGL takeaway out of the basin allowed
DCP to more meaningfully reduce line pressures in most of our operated areas of the Wattenberg Field. As a result of the decreased line pressures, we experienced increased production volumes in the Wattenberg Field in the fourth
quarter of 2019. DCP was able to fully utilize its most recent processing expansion during the first quarter of 2020, and it was able to further increase its system capacity through additional bypass infrastructure. By the end of the first
quarter of 2020, all of our operated areas in the Wattenberg Field experienced a material decrease in line pressures.
Beginning in the second quarter of 2020, destruction of crude oil demand from COVID-19 is anticipated to negatively impact crude oil netback pricing realizations, and potentially impact our ability to physically market crude
oil production out of the Wattenberg Field. We anticipate that both the second and third quarters of 2020 could see significant increases in crude oil storage levels in Cushing, Oklahoma that could result in production curtailments.
Our production in the Wattenberg Field is significantly dependent on DCP's gathering system, and this reliance increased considerably when we closed the SRC Acquisition. We continue to work with our midstream service
providers in an effort to ensure all of the existing in-basin infrastructure is fully utilized and that all options for system expansion are evaluated and implemented to the extent possible to accommodate projected future volume growth
from the field.
As midstream infrastructure development of both in-field and takeaway capacity continues, we anticipate having the ability to move additional volumes on DCP’s system in 2020. The major Wattenberg Field midstream
infrastructure projects for 2020 include an incremental residue pipeline out of the basin planned for the second quarter of 2020. In addition, DCP's in-basin infrastructure project will provide access to up to 225 MMcfd of incremental
gas processing with an expected in-service date of mid-2020. The successful and timely completion of these projects is dependent on continued capital investment by DCP and other third-party midstream providers well into the third
quarter of 2020, which could be impacted by current market conditions.
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NGL fractionation and product storage facilities on the Gulf Coast and Conway continue to operate at or near full capacity and this could potentially impact the operation of gas plants in the Wattenberg Field. Limitations on
downstream fractionation capacity and/or product storage could potentially curtail certain Wattenberg Field volumes on a temporary basis or limit the ability of our service providers to optimize plant operations and revenues. Additional
fractionation capacity came online during 2019 and additional capacity is expected to become available throughout 2020; however, construction of additional fractionation infrastructure is dependent upon continued capital investment
by third parties.
Delaware Basin. Our production from the Delaware Basin was not materially affected by midstream or downstream capacity constraints during the three months ended March 31, 2020. However, similar to in the Wattenberg
Field, beginning in the second quarter 2020, destruction of crude oil demand related to COVID-19 is expected to negatively impact crude oil netback pricing realizations, and potentially impact our ability to physically market our crude
oil production out of the Delaware Basin.
Despite the completion and start-up of a new natural gas residue pipeline, natural gas takeaway capacity downstream of in-field gathering and processing facilities in the basin continues to operate close to capacity and nearterm production constraints, and lower natural gas netback pricing, are likely until at least the first quarter of 2021, when the next natural gas residue pipeline out of the basin is scheduled to be commissioned. The successful and timely
completion of product takeaway infrastructure is dependent on continued capital investment by third-party midstream providers, which could be impacted by current market conditions.
As discussed above, NGL fractionation and product storage on the Gulf Coast and at Conway are running at or near full capacity, and this could potentially impact the operation of gas plants in the Delaware Basin, and
potentially curtail certain Delaware Basin volumes on a temporary basis. Two new crude oil pipelines out of the Permian Basin, of which the Delaware Basin is a sub-basin, were recently completed and are now operational.
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Crude Oil, Natural Gas and NGLs Pricing
Our results of operations depend upon many factors. Key factors include market prices of crude oil, natural gas and NGLs and our ability to market our production effectively. Crude oil, natural gas and NGLs prices have a high
degree of volatility and our realizations can change substantially. Our realized sales prices for crude oil, natural gas and NGLs decreased 34 percent during the three months ended March 31, 2020 compared to the three months ended
March 31, 2019. The NYMEX average daily crude oil prices decreased 16 percent for the three months ended March 31, 2020 as compared to the same period in 2019. The NYMEX average first-of-the-month natural gas price
decreased 38 percent for the three months ended March 31, 2020 as compared to the same period in 2019. Our internal long-term outlook for commodity prices anticipates improvements beginning in the fourth quarter of 2020.
The following tables present weighted-average sales prices of crude oil, natural gas and NGLs for the periods presented.
Three Months Ended March 31,
Weighted-Average Realized Sales Price by
Operating Region
(excluding net settlements on derivatives)

2020

2019

Percent
Change

Crude oil (per Bbl)
Wattenberg Field

$

Delaware Basin
Weighted-average price

41.96

50.52

(16.9)%

44.15

$

53.11

(16.9)%

42.32

51.06

(17.1)%

Natural gas (per Mcf)
Wattenberg Field

$

Delaware Basin (1)
Weighted-average price

2.23

(48.9)%

(0.09)

1.14

$

1.23

(107.3)%

0.96

2.05

(53.2)%

NGLs (per Bbl)
Wattenberg Field

$

Delaware Basin
Weighted-average price

7.54

14.59

(48.3)%

8.88

$

19.11

(53.5)%

7.78

15.55

(50.0)%

Crude oil equivalent (per Boe)
Wattenberg Field

$

Delaware Basin
Weighted-average price
(1)

19.27

28.43

(32.2)%

17.71

$

29.45

(39.9)%

19.02

28.63

(33.6)%

Negative realized natural gas pricing due to the deduction for transportation, gathering and processing by the purchaser exceeding the average sales price of natural gas.
Amounts may not recalculate due to rounding.

Crude oil, natural gas and NGLs revenues are recognized when we transfer control of crude oil, natural gas or NGLs production to the purchaser. We consider the transfer of control to occur when the purchaser has the ability to
direct the use of, and obtain substantially all of the remaining benefits from, the crude oil, natural gas or NGLs production. We record sales revenue based on an estimate of the volumes delivered at estimated prices as determined by the
applicable sales agreement. We estimate our sales volumes based on company-measured volume readings. We then adjust our crude oil, natural gas and NGLs sales in subsequent periods based on the data received from our purchasers
that reflects actual volumes delivered and prices received.
Our crude oil, natural gas and NGLs sales are recorded using either the “net-back” or "gross" method of accounting, depending upon the related purchase agreement. We use the net-back method when control of the crude oil,
natural gas or NGLs has been transferred to the purchasers of these commodities that are providing transportation, gathering or processing services. In these situations, the purchaser pays us based on a percent of proceeds or a sales
price fixed at index less specified deductions. The net-back method results in the recognition of a net sales price that is lower than the index for which the production is based because the operating costs and profit of the midstream
facilities are embedded in the net price we are paid. We use the gross method of accounting when control of the crude oil, natural gas or NGLs is not transferred to the purchaser and the purchaser does not provide transportation,
gathering or processing services as a function of the price we receive. Rather, we contract separately with midstream providers for the applicable transportation and processing on a per unit basis. Under this
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method, we recognize revenues based on the gross selling price and recognize transportation, gathering and processing expenses.
As discussed above, we enter into agreements for the sale and transportation, gathering and processing of our production, the terms of which can result in variances in the per unit realized prices that we receive for our crude oil,
natural gas and NGLs. Information related to the components and classifications in the condensed consolidated statements of operations is shown below. For crude oil, the average NYMEX prices shown below are based on average
daily prices throughout each month and, for natural gas, the average NYMEX pricing is based on first-of-the-month index prices, as in each case this is the method used to sell the majority of these commodities pursuant to terms of the
relevant sales agreements. For NGLs, we use the NYMEX crude oil price as a reference for presentation purposes. The average realized price both before and after transportation, gathering and processing expenses shown in the table
below represents our approximate composite per barrel price for NGLs.

For the Three
Months Ended
March 31, 2020
Crude oil (per Bbl)
Natural gas (per
MMBtu)
NGLs (per Bbl)
Crude oil equivalent
(per Boe)

For the Three
Months Ended
March 31, 2019
Crude oil (per Bbl)

Average
NYMEX
Price
$

92%

1.95

0.96

49%

46.17

7.78

17%

32.08

19.02

59%

Average
NYMEX
Price

Average Realized
Price Before
Transportation,
Gathering and
Processing
Expenses

54.90

$

Average
Realization
Percentage Before
Transportation,
Gathering and
Processing
Expenses

42.32

$

46.17

Average Realized
Price Before
Transportation,
Gathering and
Processing
Expenses

51.06

93%

3.15

2.05

65%

54.90

15.55

28%

28.63

70%

Natural gas (per
MMBtu)
NGLs (per Bbl)
Crude oil equivalent
(per Boe)

41.17

$

Average
Realization
Percentage Before
Transportation,
Gathering and
Processing
Expenses

Average
Transportation,
Gathering and
Processing
Expenses

Average Realized
Price After
Transportation,
Gathering and
Processing
Expenses

$

$

1.46

Average
Realization
Percentage After
Transportation,
Gathering and
Processing
Expenses

40.86

88%

0.11

0.85

44%

—

7.78

17%

0.77

18.25

57%

Average
Transportation,
Gathering and
Processing
Expenses

Average Realized
Price After
Transportation,
Gathering and
Processing
Expenses

Average
Realization
Percentage After
Transportation,
Gathering and
Processing
Expenses

$

$

1.21

49.85

91%

0.19

1.86

59%

0.24

15.31

28%

0.98

27.65

67%

Our average realization percentages for crude oil, natural gas and NGLs sales have decreased materially for the three months ended March 31, 2020 as compared to the same period in 2019, primarily due to the global
deterioration of commodity prices during the first quarter of 2020. We currently expect crude oil realized sales prices in the second quarter to be less than 50 percent of NYMEX pricing, with improved realizations for the second half of
2020. The realization percentages for our natural gas sales for the three months ended March 31, 2020 have decreased materially as compared to the same period in 2019, primarily due to widening of the basis between NYMEX and the
indices upon which we sell our natural gas production. The realization percentages for our NGLs sales also decreased as compared to 2019, primarily due to reductions in prices for the individual NGLs components for the three months
ended March 31, 2020 as compared to the same period in 2019.
Commodity Price Risk Management
We use commodity derivative instruments to manage fluctuations in crude oil and natural gas prices, including collars, fixed-price swaps and basis protection swaps on a portion of our estimated crude oil and natural gas
production. For our commodity swaps, we ultimately realize the fixed price value related to the swaps. See the footnote titled Commodity Derivative Financial Instruments to our accompanying condensed consolidated financial
statements included elsewhere in this report for a summary of our derivative positions as of March 31, 2020.
Commodity price risk management, net, includes cash settlements upon maturity of our derivative instruments, as well as the change in fair value of unsettled commodity derivatives related to our crude oil and natural gas
production.
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Net settlements of commodity derivative instruments are based on the difference between the crude oil and natural gas index prices at the settlement date of our commodity derivative instruments compared to the respective
strike prices contracted for the settlement months that were established at the time we entered into the commodity derivative transaction. The net change in fair value of unsettled commodity derivatives is comprised of the net increase
or decrease in the beginning-of-period fair value of commodity derivative instruments that settled during the period and the net change in fair value of unsettled commodity derivatives during the period or from inception of any new
contracts entered into during the applicable period. The net change in fair value of unsettled commodity derivatives during the period is primarily related to shifts in the crude oil and natural gas forward curves and changes in certain
differentials.
The following table presents net settlements and net change in fair value of unsettled derivatives included in commodity price risk management, net:
Three Months Ended March 31,
2020

2019
(in millions)

Commodity price risk management gain (loss), net:
Net settlements of commodity derivative instruments:
Crude oil collars and fixed price swaps

$

Natural gas collars and fixed price swaps
Natural gas basis protection swaps
Total net settlements of commodity derivative instruments

46.9

$

(2.9)

0.3

(1.6)

(1.4)

(4.0)

45.8

(8.5)

Change in fair value of unsettled commodity derivative
instruments:
Reclassification of settlements included in prior period
changes in fair value of commodity derivative instruments
Crude oil collars and fixed price swaps

4.3

(18.5)

391.9

(159.4)

Natural gas collars and fixed price swaps

(1.8)

(0.3)

Natural gas basis protection swaps

(5.5)

(3.4)

Net change in fair value of unsettled commodity
derivative instruments
Total commodity price risk management gain (loss), net

388.9
$

434.7

(181.6)
$

(190.1)

Lease Operating Expenses
Lease operating expenses increased 41 percent to $49.5 million in the three months ended March 31, 2020 compared to $35.2 million in the three months ended March 31, 2019. Significant changes in lease operating expenses
included increases of $4.5 million in additional compressor and equipment rentals, $3.9 million for produced water disposal, $2.2 million for non-operated wells, $1.1 million for payroll and employee benefits and $1.1 million in
workover expenses. The increases were partially offset by a $2.5 million decrease related to midstream expenses resulting from the sale of Delaware Basin midstream assets during the second quarter of 2019. Lease operating expense
per Boe decreased by six percent to $2.94 for the three months ended March 31, 2020 from $3.14 for the three months ended March 31, 2019, primarily due to a 50 percent increase in production volumes.
Production Taxes
Production taxes are comprised mainly of severance tax and ad valorem tax and are directly related to crude oil, natural gas and NGLs sales and are generally assessed as a percentage of net revenues. From time to time, there
are adjustments to the statutory rates for these taxes based upon certain credits that are determined based upon activity levels and relative commodity prices from year-to-year.
Production taxes decreased 17 percent to $18.5 million in the three months ended March 31, 2020 compared to $22.2 million in the three months ended March 31, 2019, primarily due to reductions in effective ad valorem and
severance tax rates during the three months ended March 31, 2020 compared to the three months ended March 31, 2019. Production taxes per Boe decreased by 44 percent to $1.10 for the three months ended March 31, 2020 compared
to $1.98 for the three months ended March 31, 2019.
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Transportation, Gathering and Processing Expenses
Transportation, gathering and processing expenses increased 18 percent to $13.5 million in the three months ended March 31, 2020 compared to $11.4 million in the three months ended March 31, 2019. Transportation,
gathering and processing expenses are primarily impacted by the volumes delivered through pipelines and for natural gas gathering and transportation operations. Transportation, gathering and processing expenses per Boe decreased by
22 percent to $0.80 for the three months ended March 31, 2020 compared to $1.02 for the three months ended March 31, 2019.
Impairment of Properties and Equipment
During the three months ended March 31, 2020, due to a significant decline in crude oil prices, we experienced a triggering event that required us to assess our crude oil and natural gas properties for possible impairment. As a
result of our assessment, we recorded impairment charges of $881.1 million to write-down our proved and unproved properties. Of these impairment charges, approximately $753.0 million was related to our Delaware Basin proved
properties. These impairment charges represented the amount by which the carrying value of the crude oil and natural gas properties exceeded the estimated fair value. In addition to our proved property impairment, we also recognized
approximately $127.3 million of impairment charges for our unproved properties in the Delaware Basin. These impairment charges were recognized based on a review of our current drilling plans, estimated future cash flows for
probable well locations and expected future lease expirations, primarily in areas where we have no development plans.
Impairment charges of $7.9 million recorded for the three months ended March 31, 2019 were primarily related to leaseholds and leasehold expirations within our non-focus areas of the Delaware Basin where we were no
longer pursuing plans to develop the properties. We determined the fair value of the properties based upon estimated future discounted cash flow, a Level 3 input, using estimated production and prices at which we reasonably expect the
crude oil and natural gas will be sold.
General and Administrative Expense
General and administrative expense increased 57 percent to $62.2 million in the three months ended March 31, 2020 compared to $39.6 million in the three months ended March 31, 2019. The increase was primarily
attributable to $20.2 million in transaction costs related to the SRC Acquisition.
Depreciation, Depletion and Amortization Expense
Crude oil and natural gas properties. DD&A expense related to crude oil and natural gas properties is directly related to proved reserves and production volumes. DD&A expense related to crude oil and natural gas properties
was $173.8 million for the three months ended March 31, 2020 compared to $149.9 million for the three months ended March 31, 2019.
The period-over-period change in DD&A expense related to crude oil and natural gas properties was primarily due to the following:
Three Months Ended
March 31, 2020
(in millions)
Increase in production

$

72.2

Decrease in weighted-average depreciation, depletion and amortization rates

(48.3)

Total increase in DD&A expense related to crude oil and natural gas properties

$

23.9

The following table presents our per Boe DD&A expense rates for crude oil and natural gas properties:
Three Months Ended March 31,
Operating Region/Area

2020

2019
(per Boe)

Wattenberg Field

$

Delaware Basin

9.17

$

16.60

Total weighted-average

$

10.46

12.44
17.08

$

13.37

Non-crude oil and natural gas properties. Depreciation expense for non-crude oil and natural gas properties was $2.3 million for the three months ended March 31, 2020 compared to $1.5 million for the three months ended
March 31, 2019.
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Interest Expense, Net
Interest expense, net increased $7.2 million to $24.2 million for the three months ended March 31, 2020 compared to $17.0 million for the three months ended March 31, 2019. The increase was primarily related to a $5.7
million increase in interest expense related to our revolving credit facility and a $4.3 million increase related to the assumption of SRC's 2025 Senior Notes. The increases were partially offset by a $2.4 million increase in capitalized
interest.
Provision for Income Taxes
We recorded a full valuation allowance against our net deferred tax assets in the three months ended March 31, 2020 resulting in an effective income tax rate of 1.6 percent provision on loss, compared to a 23.7 percent benefit
on loss for the three months ended March 31, 2019.
As previously noted, we recorded impairments totaling $881.1 million for the three months ending March 31, 2020. These impairments resulted in three years of cumulative historical pre-tax losses and a net deferred tax asset
position. We also have net operating loss carryovers (“NOLs”) for federal income tax purposes of $400.0 million. These losses were a key consideration that led us to provide a valuation allowance against our net deferred tax assets as
of March 31, 2020 since we cannot conclude that it is more likely than not that our net deferred tax asset will be fully realized in future periods.
The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which those temporary differences become deductible. At each reporting period, management
considers the scheduled reversal of deferred tax liabilities, available taxes in carryback periods, tax planning strategies and projected future taxable income in making this assessment. Future events or new evidence which may lead us to
conclude that it is more likely than not that our net deferred tax assets will be realized include, but are not limited to, cumulative historical pre-tax earnings, sustained or continued improvements in oil prices, and taxable events that
could result from one or more transactions. We will continue to evaluate whether the valuation allowance is needed in future reporting periods.
As long as we conclude that we will continue to have a need for a valuation allowance against our net deferred tax assets, we will likely not have any additional income tax expense or benefit other than for state income taxes.
Net Loss/Adjusted Net Income (Loss)
The factors impacting net losses of $465.0 million and $120.2 million for the three months ended March 31, 2020 and 2019, respectively, are discussed above. Adjusted net loss, a non-U.S. GAAP financial measure, was
$759.6 million for the three months ended March 31, 2020 and adjusted net income was $18.0 million for the three months ended March 31, 2019. With the exception of the tax-affected net change in fair value of unsettled derivatives,
the same factors impacted adjusted net income (loss), a non-U.S. GAAP financial measure. See Reconciliation of Non-U.S. GAAP Financial Measures below for a more detailed discussion of these non-U.S. GAAP financial measures
and a reconciliation of these measures to the most comparable U.S. GAAP measures.
Financial Condition, Liquidity and Capital Resources
Our primary sources of liquidity are cash flows from operating activities, our revolving credit facility, asset sales and proceeds raised in debt and equity capital market transactions. For the three months ended March 31, 2020,
our net cash flows from operating activities were $266.3 million.
Our primary source of cash flows from operating activities is the sale of crude oil, natural gas and NGLs. Fluctuations in our operating cash flows are principally driven by commodity prices and changes in our production
volumes. Commodity prices have historically been volatile and we manage a portion of this volatility through our use of derivative instruments. We enter into commodity derivative instruments with maturities of no greater than five
years from the date of the instrument. Our revolving credit facility imposes limits on the amount of our production we can hedge, and we may choose not to hedge the maximum amounts permitted. Therefore, we may still have
fluctuations in our cash flows from operating activities due to the remaining non-hedged portion of our future production.
We may use our available liquidity for operating activities, capital investments, working capital requirements, acquisitions and for general corporate purposes. We maintain a significant capital investment program to execute
our development plans, which requires capital expenditures to be made in periods prior to initial production from newly developed wells.
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We had working capital of $103.0 million at March 31, 2020 and working capital deficit of $57.2 million at December 31, 2019. We intend to continue to manage our liquidity position by a variety of means, including through
the generation of cash flows from operations, investment in projects with favorable rates of return, protection of cash flows on a portion of our anticipated sales through the use of an active commodity derivative hedging program,
utilization of the borrowing capacity under our revolving credit facility and, if warranted, capital markets transactions from time to time.
Our cash and cash equivalents were $61.2 million at March 31, 2020 and availability under our revolving credit facility was $1.1 billion, providing for a total liquidity position of $1.1 billion as of March 31, 2020. Pursuant to
closing the SRC Acquisition, the borrowing base on our revolving credit facility increased to $2.1 billion and we elected to increase the aggregate commitment amount under the facility to $1.7 billion. On May 5, 2020, we entered into
the Second Amendment, and, in connection with the Second Amendment and as part of our semi-annual redetermination of our borrowing base, the borrowing base under the revolving credit facility was reduced to $1.7 billion, while
maintaining the commitment amount at $1.7 billion.
Based on our current production forecast for 2020 and assumed average NYMEX prices of $15.00 per Bbl of crude oil for the second quarter of 2020, $25.00 per Bbl of crude oil for the second half of 2020 and $2.00 per Mcf
of natural gas and an assumed average composite price of $5.00 per Bbl for NGLs for the remaining three quarters of the year, we expect 2020 adjusted cash flows from operations, a non-U.S. GAAP financial measure, to exceed our
capital investments in crude oil and natural gas properties by more than $125 million. We currently expect crude oil realized sales prices in the second quarter to be less than 35 percent of NYMEX pricing, with improved realizations for
the second half of 2020.
As a result of merging with SRC, we assumed the SRC Senior Notes and paid off and terminated SRC's revolving credit facility. On January 17, 2020, we commenced an offer to repurchase the outstanding SRC Senior Notes at
101 percent of the principal amount. Upon expiration of the repurchase offer on February 18, 2020, holders of $447.7 million of the outstanding SRC Senior Notes accepted our redemption offer for a total redemption price of
approximately $452.2 million, plus accrued and unpaid interest of $6.2 million. We funded the repurchase with proceeds from our revolving credit facility. An aggregate principal amount of approximately $102.3 million remains
outstanding.
In April 2019, the Board approved the Stock Repurchase Program. Effective upon on the closing of the SRC Acquisition, our Board approved an increase and extension to the Stock Repurchase Program from $200 million to
$525 million. During the three months ended March 31, 2020, we repurchased 1.3 million shares of our outstanding common stock at a cost of $23.8 million. The last repurchases occurred in early March 2020. Approximately $346.8
million remains available for repurchases under the Stock Repurchase Program; however, further repurchases pursuant to the program have been suspended and, if we resume the program, we expect to slow the pace of previously
planned share repurchases as we continue to prioritize our financial strength and liquidity.
In addition, we may from time to time seek to pay down, retire or repurchase our outstanding debt using cash or through exchanges of other debt or equity securities, in open market purchases, privately negotiated transactions
or otherwise. Such repurchases or exchanges, if any, will depend on available funds, prevailing market conditions, our liquidity requirements, contractual restrictions in our Restated Credit Agreement and other factors.
In April 2020, we applied for and received a $10 million loan through the Federal Government's Small Business Administration Paycheck Protection Program ("SBAPPP"), established by section 1102 of the Coronavirus Aid,
Relief, and Economic Security Act (the “CARES Act”). Pursuant to recently released guidelines with respect to the CARES Act and the SBAPPP loans, we returned the $10 million of funds.
Based on our expected cash flows from operations, our cash and cash equivalents and availability under our revolving credit facility, we believe that we will have sufficient capital available to fund our planned activities
through the 12-month period following the filing of this report.
Our revolving credit facility is available for working capital requirements, capital investments, acquisitions, to support letters of credit and for general corporate purposes. The borrowing base is primarily based on the loan
value assigned to the proved reserves attributable to our crude oil and natural gas interests.
The revolving credit facility contains covenants customary for agreements of this type, with the most restrictive being certain financial tests on a quarterly basis. The financial tests, as defined per the revolving credit facility,
include requirements to: (a) maintain a minimum current ratio of 1.0:1.0 and (b) not exceed a maximum leverage ratio of 4.0:1.0. At March 31, 2020,
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we were in compliance with all covenants in the revolving credit facility with a current ratio of 2.3:1.0 and a leverage ratio of 1.6:1.0. We expect to remain in compliance throughout the 12-month period following the filing of this
report.
Cash Flows
Operating Activities. Our net cash flows from operating activities are primarily impacted by commodity prices, production volumes, net settlements from our commodity derivative positions, operating costs and general and
administrative expenses. Cash flows from operating activities increased by $109.2 million to $266.3 million for the three months ended March 31, 2020 compared to the three months ended March 31, 2019, due to an increase in
changes in assets and liabilities of $91.9 million and an increase in commodity derivative settlements of $54.3 million. These changes were partially offset by increases in general and administrative expenses of $22.6 million and lease
operating expenses of $14.3 million.
Adjusted cash flows from operations, a non-U.S. GAAP financial measure, increased by $17.3 million to $209.8 million during the three months ended March 31, 2020 compared to the three months ended March 31, 2019. The
increase was primarily due to the factors mentioned above for changes in cash flows provided by operating activities, without regard to timing of cash payments and receipts of assets and liabilities. Free cash flow deficit, a non-U.S
GAAP financial measure, decreased by $38.4 million during the three months ended March 31, 2020 to $51.0 million from a free cash flow deficit of $89.4 million during the three months ended March 31, 2019. The decrease was due
to the increase in adjusted cash flows from operations, combined with a decrease in capital investments in crude oil and natural gas properties.
See Reconciliation of Non-U.S. GAAP Financial Measures, below, for a more detailed discussion of these non-U.S. GAAP financial measures and a reconciliation of these measures to the most comparable U.S. GAAP
measures.
Investing Activities. Because crude oil and natural gas production from a well declines rapidly in the first few years of production, we need to continue to commit significant amounts of capital in order to maintain and grow our
production and replace our reserves. If capital is not available or is constrained in the future, we will be limited to our cash flows from operations and liquidity under our revolving credit facility as the sources for funding our capital
investments.
Cash flows from investing activities primarily consist of the acquisition, exploration and development of crude oil and natural gas properties, net of dispositions of crude oil and natural gas properties. Net cash used in investing
activities of $330.2 million during the three months ended March 31, 2020 was primarily related to our drilling and completion activities of $190.8 million and $139.8 million related to the closing of the SRC Acquisition. Net cash used
in investing activities of $246.9 million during the three months ended March 31, 2019 was primarily related to our drilling and completion activities of $242.2 million.
Financing Activities. Net cash used in financing activities of $124.2 million during the three months ended March 31, 2020 was primarily due to net borrowings from our credit facility of $613.0 million, partially offset by the
redemption of a portion of the 2025 Senior Notes totaling $452.2 million and the repurchase and retirement of shares of our common stock totaling $23.8 million pursuant to the Stock Repurchase Program. Net cash proceeds from
financing activities of $89.5 million during the three months ended March 31, 2019 was primarily due to the net borrowings from our credit facility of $91.5 million.
Subsidiary Guarantor
PDC Permian, Inc., a Delaware corporation (the “Guarantor”), our wholly-owned subsidiary, guarantees our obligations under our 2024 Senior Notes, 2025 Senior Notes and 2026 Senior Notes (collectively, the "Senior Notes")
and our 2021 Convertible Notes. The Guarantor holds our assets located in the Delaware Basin. The Senior Notes and 2021 Convertible Notes are fully and unconditionally guaranteed on a joint and several basis by the Guarantor. The
guarantees are subject to release in limited circumstances only upon the occurrence of certain customary conditions.
The indentures governing the Senior Notes contain customary restrictive covenants that, among other things, limit our ability and the ability of our restricted subsidiaries to: (a) incur additional debt including under our
revolving credit facility, (b) make certain investments or pay dividends or distributions on our capital stock or purchase, redeem or retire capital stock, (c) sell assets, including capital stock of our restricted subsidiaries, (d) restrict the
payment of dividends or other payments by restricted subsidiaries to us, (e) create liens that secure debt, (f) enter into transactions with affiliates and (g) merge or consolidate with another company.
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The following summarized subsidiary guarantor financial information has been prepared on the same basis of accounting as our condensed consolidated financial statements. Investments in subsidiaries are accounted for under
the equity method.
As of/Three Months Ended

As of/Year Ended

March 31, 2020

December 31, 2019

Issuer

Guarantor

Issuer

Guarantor

(in millions)
Assets
Current assets

$

614.5

Intercompany accounts receivable, guarantor subsidiary
Intercompany accounts receivable, non-guarantor
subsidiary

$

104.1

176.6

—

$

175.8

$

126.0

348.8

—
—

6.7

—

6.3

Investment in guarantor subsidiary

1,766.8

—

1,766.8

—

Properties and equipment, net

4,120.1

914.4

2,328.3

1,766.9

118.6

5.6

41.8

6.8

Other non-current assets
Liabilities
Current liabilities

$

550.3

Intercompany accounts payable

$

—

Long-term debt
Other non-current liabilities

65.3

$

306.6

$

52.4

176.6

—

348.8

1,896.3

—

1,177.2

—

319.5

184.7

361.1

211.6

Statement of Operations
Crude oil, natural gas and NGLs sales

$

272.0

$

48.3

$

999.3

$

434.7

—

Total revenues

707.2

48.1

838.1

61.7

19.8

180.1

89.2

210.3

28.5

819.2

218.8

Production costs
Gross profit
Impairment of properties and equipment

0.8

Net income (loss)

224.8

(162.8)

308.0

Commodity price risk management gain (loss), net

—
308.7

880.3

0.3

38.2

(689.4)

(24.6)

(30.0)

Off-Balance Sheet Arrangements
At March 31, 2020, we had no off-balance sheet arrangements, as defined under SEC rules, which have or are reasonably likely to have a material current or future effect on our financial condition, revenues or expenses, results
of operations, liquidity, capital investments or capital resources.
Commitments and Contingencies
See the footnote titled Commitments and Contingencies to the accompanying condensed consolidated financial statements included elsewhere in this report.
Recent Accounting Standards
See the footnote titled Summary of Significant Accounting Policies to the accompanying condensed consolidated financial statements included elsewhere in this report.
Critical Accounting Policies and Estimates
The preparation of the accompanying condensed consolidated financial statements in conformity with U.S. GAAP required management to use judgment in making estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosure of contingent assets and liabilities and the reported amounts of revenue and expenses.
There have been no significant changes to our critical accounting policies and estimates or in the underlying accounting assumptions and estimates used in these critical accounting policies from those disclosed in the
consolidated financial statements and accompanying notes contained in our 2019 Form 10-K filed with the SEC on February 26, 2020.
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Reconciliation of Non-U.S. GAAP Financial Measures
We use "adjusted cash flows from operations," "free cash flow (deficit)," "adjusted net income (loss)" and "adjusted EBITDAX," non-U.S. GAAP financial measures, for internal management reporting, when evaluating periodto-period changes and, in some cases, in providing public guidance on possible future results. In addition, we believe these are measures of our fundamental business and can be useful to us, investors, lenders and other parties in the
evaluation of our performance relative to our peers and in assessing acquisition opportunities and capital expenditure projects. These supplemental measures are not measures of financial performance under U.S. GAAP and should be
considered in addition to, not as a substitute for, net income (loss) or cash flows from operations, investing or financing activities and should not be viewed as liquidity measures or indicators of cash flows reported in accordance with
U.S. GAAP. The non-U.S. GAAP financial measures that we use may not be comparable to similarly titled measures reported by other companies. In the future, we may disclose different non-U.S. GAAP financial measures in order to
help us and our investors more meaningfully evaluate and compare our future results of operations to our previously reported results of operations. We strongly encourage investors to review our financial statements and publicly filed
reports in their entirety and to not rely on any single financial measure.
Adjusted cash flows from operations and free cash flow (deficit). We believe adjusted cash flows from operations can provide additional transparency into the drivers of trends in our operating cash flows, such as production,
realized sales prices and operating costs, as it disregards the timing of settlement of operating assets and liabilities. We believe free cash flow (deficit) provides additional information that may be useful in an analysis of our ability to
generate cash to fund exploration and development activities and to return capital to stockholders.
We are unable to present a reconciliation of forward-looking adjusted cash flow because components of the calculation, including fluctuations in working capital accounts, are inherently unpredictable. Moreover, estimating the
most directly comparable GAAP measure with the required precision necessary to provide a meaningful reconciliation is extremely difficult and could not be accomplished without unreasonable effort. We believe that forward-looking
estimates of adjusted cash flow are important to investors because they assist in the analysis of our ability to generate cash from our operations.
Adjusted net income (loss). We believe that adjusted net income (loss) provides additional transparency into operating trends, such as production, realized sales prices, operating costs and net settlements on commodity
derivative contracts, because it disregards changes in our net income (loss) from mark-to-market adjustments resulting from net changes in the fair value of our unsettled commodity derivative contracts, and these changes are not
directly reflective of our operating performance.
Adjusted EBITDAX. We believe that adjusted EBITDAX provides additional transparency into operating trends because it reflects the financial performance of our assets without regard to financing methods, capital structure,
accounting methods or historical cost basis. In addition, because adjusted EBITDAX excludes certain non-cash expenses, we believe it is not a measure of income, but rather a measure of our liquidity and ability to generate sufficient
cash for exploration, development, acquisitions and to service our debt obligations.
Beginning in the third quarter of 2019, we included a reconciling item for gains or losses on the sale of properties and equipment when calculating adjusted EBITDAX, thereby no longer including such gains or losses in our
reported adjusted EBITDAX. We believe this methodology for calculating adjusted EBITDAX will enable greater comparability to our peers, as well as consistent treatment of adjustments for impairment and gains or losses on the sale
of properties and equipment. For comparability, all prior periods presented have been conformed to the aforementioned methodology.
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The following table presents a reconciliation of each of our non-U.S. GAAP financial measures to its most comparable U.S. GAAP measure:
Three Months Ended March 31,
2020

2019

Cash flows from operations to adjusted cash flows
from operations and free cash flow (deficit):
Net cash from operating activities

$

Changes in assets and liabilities
Adjusted cash flows from operations
Capital expenditures for development of crude oil and
natural gas properties
Change in accounts payable related to capital
expenditures

266.3

$

35.4

209.8

192.5

(190.8)

(242.2)

(70.0)

Free cash flow (deficit)

157.1

(56.5)

(39.7)

$

(51.0)

$

(89.4)

$

(465.0)

$

(120.2)

Net loss to adjusted net income (loss):
Net loss
(Gain) loss on commodity derivative instruments

(434.7)

190.1

Net settlements on commodity derivative instruments

45.8

(8.5)

Tax effect of above adjustments

94.3

(43.4)

Adjusted net income (loss)

$

(759.6)

$

18.0

$

(465.0)

$

(120.2)

Net loss to adjusted EBITDAX:
Net loss
(Gain) loss on commodity derivative instruments

(434.7)

Net settlements on commodity derivative instruments

190.1

45.8

Non-cash stock-based compensation
Interest expense, net
Income tax benefit
Impairment of properties and equipment

(8.5)

5.7

4.7

24.2

17.0

(7.7)

(37.4)

881.1

Exploration, geologic and geophysical expense
Depreciation, depletion and amortization

7.9

0.1

2.6

176.2

151.4

Accretion of asset retirement obligations

2.6

1.6

Gain on sale of properties and equipment

(0.2)

(0.4)

Adjusted EBITDAX

$

228.1

$

208.8

$

266.3

$

157.1

Cash from operating activities to adjusted EBITDAX:
Net cash from operating activities
Interest expense, net

24.2

17.0

Amortization of debt discount and issuance costs

(3.6)

(3.3)

0.1

2.6

Exploration, geologic and geophysical expense
Other
Changes in assets and liabilities
$

Adjusted EBITDAX
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(2.4)

—

(56.5)

35.4

228.1

$

208.8
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PDC ENERGY, INC.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Market-Sensitive Instruments and Risk Management
We are exposed to market risks associated with interest rate risks, commodity price risk and credit risk. We have established risk management processes to monitor and manage these market risks.
Interest Rate Risk
Changes in interest rates affect the amount of interest we earn on our interest bearing cash, cash equivalents and restricted cash accounts and the interest we pay on borrowings under our revolving credit facility. Our 2021
Convertible Notes, 2024 Senior Notes, 2025 Senior Notes and 2026 Senior Notes have fixed rates, and therefore near-term changes in interest rates do not expose us to risk of earnings or cash flow loss; however, near-term changes in
interest rates may affect the fair value of our fixed-rate debt.
As of March 31, 2020, we had a $617.0 million outstanding balance on our revolving credit facility. If market interest rates would have increased or decreased one percent, our interest expense for the three months ended
March 31, 2020 would have changed by approximately $0.8 million.
Commodity Price Risk
We are exposed to the potential risk of loss from adverse changes in the market price of crude oil, natural gas, natural gas basis and NGLs. Pursuant to established policies and procedures, we manage a portion of the risks
associated with these market fluctuations using commodity derivative instruments. These instruments help us predict with greater certainty the effective crude oil and natural gas prices we will receive for our hedged production. We
believe that our commodity derivative policies and procedures are effective in achieving our risk management objectives.
Based on a sensitivity analysis as of March 31, 2020, we estimate that a ten percent increase in natural gas and crude oil, inclusive of basis, over the entire period for which we have commodity derivatives in place, would have
resulted in a decrease in the fair value of our derivative positions of $53.8 million, whereas a ten percent decrease in prices would have resulted in an increase in fair value of $54.1 million.
Credit Risk
Credit risk represents the loss that we would incur if a counterparty fails to perform its contractual obligations. We attempt to reduce credit risk by diversifying our counterparty exposure. When exposed to significant credit
risk, we analyze the counterparty’s financial condition prior to entering into an agreement, establish credit limits and monitor the appropriateness of those limits on an ongoing basis. We monitor the creditworthiness of significant
counterparties through our credit committee, which utilizes a number of qualitative and quantitative tools to assess credit risk and takes mitigative actions if deemed necessary. While we believe that our credit risk analysis and
monitoring procedures are reasonable, no amount of analysis can assure performance by our counterparties.
We primarily use financial institutions which are lenders in our revolving credit facility as counterparties for our derivative financial instruments. Disruption in the credit markets, changes in commodity prices and other factors
may have a significant adverse impact on a number of financial institutions. To date, we have had no material counterparty default losses from our commodity derivative financial instruments.
Our crude oil, natural gas and NGLs sales are concentrated with a few predominately large customers. This concentrates our credit risk exposure with a small number of large customers.
Disclosure of Limitations
Because the information above included only those exposures that existed at March 31, 2020, it does not consider those exposures or positions which could arise after that date. As a result, our ultimate realized gain or loss with
respect to interest rate and commodity price fluctuations will depend on the exposures that arise during the period, our commodity price risk management strategies at the time and interest rates and commodity prices at the time.
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PDC ENERGY, INC.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
As of March 31, 2020, we carried out an evaluation under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of our disclosure controls and procedures defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based on the results of this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our
disclosure controls and procedures were effective as of March 31, 2020.
Management's Report on Internal Control over Financial Reporting
Management is responsible for establishing and maintaining adequate internal control over financial reporting as such term is defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act. Internal control over financial
reporting is a process designed by, or under the supervision of, our Chief Executive Officer and Chief Financial Officer, or persons performing similar functions, and effected by our board of directors, management and other personnel
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.
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 policies or procedures may deteriorate.
Management has assessed the effectiveness of our internal control over financial reporting as of March 31, 2020, based upon the criteria established in Internal Control - Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission ("COSO").
Changes in Internal Control over Financial Reporting
As of January 1, 2020, we implemented a new ERP system. In connection with the ERP system implementation, we have updated our internal controls over financial reporting to accommodate modifications to our business
processes and accounting procedures.
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PART II

ITEM 1. LEGAL PROCEEDINGS
Information regarding our legal proceedings can found in the footnote titled Commitments and Contingencies Litigation and Legal Items to our accompanying condensed consolidated financial statements included elsewhere in this report.
RISK FACTORS
We face many risks. Factors that could materially adversely affect our business, financial condition, operating results or liquidity and the trading price of our common stock are described under Item 1A, Risk Factors, of our
2019 Form 10-K. This information should be considered carefully, together with other information in this report and other reports and materials we file with the SEC.
There have been no material changes from the risk factors previously disclosed in our 2019 Form 10-K, except for the following:
Global COVID-19 Pandemic and Crude Oil Market Downturn
Our operations have been adversely affected as a result of the ongoing global COVID-19 pandemic and the precipitous decline in crude oil demand and pricing. We expect those impacts to continue in the near-term and we may
experience additional impacts in the future. For example:
•
•
•
•
•
•
•
•
▪
•

Domestic oversupply of crude oil may lead to insufficient storage capacity and could impact our midstream providers’ ability to accept and transport our production to market;
The significant decline in global oil demand has sparked increased support from several small- and mid-cap crude oil producers for government-mandated proration of production in the Permian Basin;
Prolonged depressed crude oil prices may have adverse effects to the financial wellbeing of our business, including with respect to revenue, profitability, cash flows and liquidity; quantity and present value of our reserves;
borrowing base under our revolving credit facility; and access to other sources of capital;
Decreased crude oil prices may require us to shut in production for a significant portion of our producing wells, which will reduce our revenue and require monetary compensation to mineral lessors;
Our reduced capital spend and projected decline in revenues have led to temporary and permanent reductions in our work force and decreases to our director, executive and employee compensation, which may affect our ability
to attract and retain experienced technical and other professional personnel;
Our reduced drilling program may result in losses of acreages due to lease expirations, which could result in impairment charges;
Reported reductions in the work forces of our service providers may result in delays procuring products and services essential to our operations;
State and local orders, ordinances and guidance related to COVID-19 have forced a significant portion of our employees to work remotely, which may result in decreased productivity and continuity among the employee base;
Current market conditions and impacts on our business generally may lead to an increased risk of litigation; and
The cumulative effects of COVID-19 on the economy may result in a long-term global recession or depression.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Period

Total Number of
Shares Purchased
(1) (2)

Average Price Paid
per Share

January 1 - 31, 2020

485,948

23.72

217,500

February 1 - 29, 2020

585,455

20.95

552,500

March 1 - 31, 2020

500,782

15.41

496,000

20.04

1,266,000

Total first quarter 2020 purchases

1,572,185

$

Total Number
of Shares
Purchased as
Part of Publicly
Announced Plans
or Programs (2)

$

Approximate Dollar
Value of Shares That
May Yet Be
Purchased Under the
Plans or Programs (in
millions)
$

366.0
354.5
346.8

$

346.8

__________

(1) Certain purchases represent shares withheld from employees for the payment of their tax liabilities related to the vesting of securities issued pursuant to our stock-based compensation plans. The withheld shares are not issued or considered common stock
repurchased under the Stock Repurchase Program described in the footnote titled Common Stock to our accompanying condensed consolidated financial statements included elsewhere in this report.
(2) In April 2019, the Board approved a program to acquire up to $200 million of our outstanding common stock and in August 2019, effective with the closing of the SRC Acquisition, increased such amount to $525 million. The Stock Repurchase Program
does not require any specific number of shares to be acquired, and can be modified or discontinued by the Board at any time; further repurchases pursuant to the program have been suspended and, if we resume the program, we expect to slow the pace of
previously planned share repurchases as we continue to prioritize our financial strength and liquidity.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES - None.
ITEM 4. MINE SAFETY DISCLOSURES - Not applicable.
ITEM 5. OTHER INFORMATION - None.
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PDC ENERGY, INC.
ITEM 6. EXHIBITS
Incorporated by Reference
Exhibit Number

Exhibit Description

10

Second Amendment to Fourth Amended and Restated Credit Agreement, dated as of May 5, 2020 among PDC Energy,
Inc. as Borrower, each of the Lenders party thereto, and JPMorgan Chase Bank, N.A. as administrative Agent for the
Lenders.

X

22

Securities guaranteed by PDC Permian, Inc., a subsidiary guarantor of PDC Energy, Inc.

X

Certification by Chief Executive Officer pursuant to Rule 13a-14(a) and 15d-14(a) of the Exchange Act Rules, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

X

31.1
31.2

Form

Certification by Chief Financial Officer pursuant to Rule 13a-14(a) and 15d-14(a) of the Exchange Act Rules, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

SEC File Number

Exhibit

Filing Date

Filed Herewith

X

32.1*

Certifications by Chief Executive Officer and Chief Financial Officer pursuant to Title 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of Sarbanes-Oxley Act of 2002.

99.1

Form of 2020 Performance Share Agreement.

X

99.2

Form of 2020 Restricted Stock Unit Agreement (Directors).

X

99.3

Form of 2020 Restricted Stock Unit Agreement (Executives).

X

101.INS

XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags
are embedded within the Inline XBRL document

X

101.SCH

XBRL Taxonomy Extension Schema Document

X

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document

X

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document

X

101.LAB

XBRL Taxonomy Extension Label Linkbase Document

X

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document

X

Cover Page Interactive Data File (formatted as inline XBRL and contained in Exhibit 101)

X

104

* Furnished herewith.
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PDC ENERGY, INC.
SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
PDC Energy, Inc.

(Registrant)

Date: May 7, 2020

/s/ Barton Brookman
Barton Brookman
President and Chief Executive Officer
(principal executive officer)
/s/ R. Scott Meyers
R. Scott Meyers
Senior Vice President and Chief Financial Officer
(principal financial officer)
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Exhibit 10
Execution Version
SECOND AMENDMENT TO FOURTH AMENDED AND RESTATED CREDIT AGREEMENT
THIS SECOND AMENDMENT TO FOURTH AMENDED AND RESTATED CREDIT AGREEMENT (this “Amendment”) is made as of May 5, 2020, by and among PDC ENERGY,
INC., a Delaware corporation (the “Borrower”), JPMORGAN CHASE BANK, N.A., as administrative agent for the Lenders (in such capacity, together with its successors and assigns in such
capacity, the “Administrative Agent”), and each of the Lenders party hereto.
W I T N E S S E T H:
WHEREAS, the Borrower, the Administrative Agent and the Lenders entered into that certain Fourth Amended and Restated Credit Agreement, dated as of May 23, 2018 (as in effect
immediately prior to the effectiveness hereof, the “Existing Credit Agreement, and the Existing Credit Agreement, as amended, restated, amended and restated, supplemented or otherwise
modified from time to time, including, without limitation, as amended by this Amendment, the “Credit Agreement”), for the purpose and consideration therein expressed, whereby the Lenders
became obligated to make loans to the Borrower as therein provided;
WHEREAS, the Borrower has requested, and the Administrative Agent and the Lenders constituting the Required Lenders have agreed, as set forth herein, to amend certain provisions of
the Existing Credit Agreement and to decrease the Borrowing Base;
NOW, THEREFORE, in consideration of the mutual covenants and agreements contained herein and in the Credit Agreement, in consideration of the loans which may hereafter be made by
Lenders to the Borrower, and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto do hereby agree as follows:
ARTICLE I.
DEFINITIONS AND REFERENCES
Section 1.1. Defined Terms. Unless the context otherwise requires or unless otherwise expressly defined herein, the terms defined in the Credit Agreement shall have the same meanings
whenever used in this Amendment.
ARTICLE II.
AMENDMENTS TO CREDIT AGREEMENT
Section 2.1. Amendments to Section 1.02. Section 1.02 of the Existing Credit Agreement is hereby amended as follows:
(a) The following defined term is hereby amended and restated in its entirety to read as follows:
34,883,305.5

“Interpolated Rate” means, at any time, for any Interest Period, the rate per annum (rounded to the same number of decimal places as the LIBO Screen Rate) determined by the
Administrative Agent (which determination shall be conclusive and binding absent manifest error) to be equal to the rate that results from interpolating on a linear basis between: (a) the LIBO
Screen Rate for the longest period (for which the LIBO Screen Rate is available) that is shorter than the Impacted Interest Period and (b) the LIBO Screen Rate for the shortest period (for which
the LIBO Screen Rate is available) that exceeds the Impacted Interest Period, in each case, at such time; provided, that, if any Interpolated Rate shall be less than zero, such rate shall be deemed to
be zero for purposes of this Agreement.
(b) The following defined term is hereby added in its entirety, in the appropriate alphabetical order, to read as follows:
“Consolidated Cash Balance” means, at any time, (a) the aggregate amount of cash and cash equivalents, marketable securities, treasury bonds and bills, certificates of deposit, investments
in money market funds, commercial paper and cash equivalents, in each case, held or owned by (either directly or indirectly), credited to the account of or would otherwise be required to be
reflected as an asset on the balance sheet of the Credit Parties less (b) the sum of: (i) any restricted cash or cash equivalents to pay royalty obligations, working interest obligations, suspense
payments, severance taxes, payroll, payroll taxes, other taxes, employee wage and benefit payments and trust and fiduciary obligations or other obligations of the Credit Parties to third parties and
for which the Credit Parties have issued checks or have initiated wires or ACH transfers (or, in the Borrower’s discretion, will issue checks or initiate wires or ACH transfers within five (5)
Business Days) in order to pay, plus (ii) other amounts for which the Credit Parties have issued checks or have initiated wires or ACH transfers but have not yet been subtracted from the balance in
the relevant account of the Credit Parties, plus (iii) while and to the extent refundable, any cash or cash equivalents of the Credit Parties constituting purchase price deposits held in escrow
pursuant to a binding and enforceable purchase and sale agreement with a third party containing customary provisions regarding the payment and refunding of such deposits, plus (iv) without
duplication of amounts covered by the foregoing clause (iii), any cash or cash equivalents of the Credit Parties to be used by any Credit Party within three (3) Business Days to pay the purchase
price for property to be acquired by such Credit Party pursuant to a binding and enforceable purchase and sale agreement with a third party, plus (v) the proceeds of Debt offerings permitted under
this Agreement, to the extent that the Credit Parties in good faith plan to use such proceeds to redeem other Debt as permitted under this Agreement, so long as either (x) such proceeds are in fact
used for such purpose within three (3) Business Days of such Debt offering or (y) such proceeds are held by or under the control of a third party agent (whether in escrow or otherwise) for the sole
purpose of redeeming such other Debt.
Section 2.2. Amendment to Article 1. Article 1 of the Existing Credit Agreement is hereby amended by adding the following as new Section 1.06 at the end thereof.
“Section 1.06 Divisions. For all purposes under the Loan Documents, in connection with any division or plan of division under Delaware law (or any comparable event under a
different jurisdiction’s laws): (a) if any asset, right, obligation or liability of any Person becomes the asset, right, obligation or liability of a different Person, then it shall
2
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be deemed to have been transferred from the original Person to the subsequent Person, and (b) if any new Person comes into existence, such new Person shall be deemed to have been
organized and acquired on the first date of its existence by the holders of its Equity Interests at such time.”
Section 2.3. Amendment to Section 3.03. Section 3.03 of the Existing Credit Agreement is hereby amended by adding the following as a new subsection (e) at the end thereof:
“(e) Additional Prepayments. If, at the end of any Friday (or, if such day is not a Business Day, then as of the end of the next Business Day), the Consolidated Cash Balance
exceeds the lesser of (x) $200,000,000.00 and (y) 10% of the Borrowing Base then in effect, then the Borrower shall, on the next Business Day, prepay the Revolving Credit Borrowings
and Swing Line Loans in an aggregate principal amount equal to such excess. Each prepayment of Borrowings pursuant to this Section 3.03(e) shall be applied in the same manner as set
forth in Section 3.03(c)(v), shall be subject to Section 3.03(c)(vi), and shall be without premium or penalty except as required under Section 5.02.”
Section 2.4. Amendment to Section 6.02.

Section 6.02(a) of the Existing Credit Agreement is hereby amended by adding a new Section 6.02(a)(v) to read as follows:

“(v)
At the time of and immediately after giving effect to such Borrowing or the issuance, amendment, renewal or extension of such Letter of Credit, as applicable, the
Consolidated Cash Balance does not exceed the lesser of (x) $200,000,000.00 and (y) 10% of the Borrowing Base then in effect.”
Section 2.5. Amendment to Schedule 1.1.

Schedule 1.1 to the Existing Credit Agreement is hereby replaced in its entirety with Schedule 1.1 attached hereto.
ARTICLE III.
BORROWING BASE

Section 3.1. Reduction of Borrowing Base. Pursuant to Section 2.06 of the Credit Agreement, the Administrative Agent and the Lenders constituting the Required Lenders hereby agree
that, for the period from and including the Second Amendment Effective Date (as defined below) until the next Redetermination Date or other adjustment of the Borrowing Base in accordance
with the Credit Agreement, the Borrowing Base shall be, and hereby is, reduced to $1,700,000,000.00. The parties hereto agree that this reduction of the Borrowing Base constitutes the Scheduled
Redetermination for May 1, 2020 and such redetermination shall be deemed to have taken place in accordance with the procedures set forth in the Credit Agreement. This Amendment (a) does not
limit redeterminations or further adjustments to the Borrowing Base pursuant to the Credit Agreement and (b) shall constitute the New Borrowing Base Notice in respect of such Scheduled
Redetermination in accordance with Section 2.06(d) of the Credit Agreement.
ARTICLE IV.
3
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CONDITIONS OF EFFECTIVENESS
Section 4.1. Second Amendment Effective Date. This Amendment shall become effective on the date (such date, the “Second Amendment Effective Date”) when each of the following
conditions is satisfied (or waived in accordance with Section 12.02 of the Credit Agreement):
(a) The Administrative Agent shall have received from the Administrative Agent, the Borrower and Lenders constituting the Required Lenders counterparts of this Amendment signed on
behalf of such Persons.
(b) At the time of and immediately after giving effect to this Amendment, no Default or Event of Default shall have occurred and be continuing.
(c) The representations and warranties of the Credit Parties set forth in the Credit Agreement and in the other Loan Documents shall be true and correct in all material respects (unless
already qualified by materiality in which case such applicable representation and warranty shall be true and correct) on and as of the Second Amendment Effective Date, except to the extent any
such representations and warranties are expressly limited to an earlier date, in which case, on and as of the Second Amendment Effective Date, such representations and warranties shall continue
to be true and correct in all material respects (unless already qualified by materiality in which case such applicable representation and warranty shall be true and correct) as of such specified earlier
date.
(d) The Administrative Agent shall have received all fees due and payable on or prior to the Second Amendment Effective Date and reimbursement or payment of all out-of-pocket
expenses required to be reimbursed or paid by the Borrower hereunder and under the other Loan Documents, including all reasonable and documented fees, expenses and disbursements of counsel
for the Administrative Agent.

ARTICLE V.
MISCELLANEOUS
Section 5.1. Ratification of Agreements. The Loan Documents, as they may be affected by this Amendment, are hereby ratified and confirmed in all respects. The execution, delivery and
effectiveness of this Amendment shall not, except as expressly provided herein, operate as a waiver of any right, power or remedy of the Lenders under the Credit Agreement, the Notes, or any
other Loan Document nor constitute a waiver, amendment or other modification of any provision of the Credit Agreement, the Notes or any other Loan Document. The terms of this Amendment
do not and shall not constitute a novation and, except as expressly amended hereby, each of the provisions of the Credit Agreement and the other Loan Documents shall remain in full force and
effect.
Section 5.2. Loan Documents. This Amendment is a Loan Document, and all provisions in the Credit Agreement (as they may be affected by this Amendment) pertaining to Loan
Documents apply thereto.
4
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Section 5.3. Governing Law. This Amendment shall be governed by, and construed in accordance with, the laws of the State of New York. The provisions of Section 12.09(b) through (d)
of the Credit Agreement are hereby incorporated herein mutatis mutandis.
Section 5.4. Counterparts; Fax. This Amendment may be executed in counterparts (and by different parties hereto in different counterparts), each of which shall constitute an original, but
all of which when taken together shall constitute a single contract. Delivery of an executed counterpart of a signature page of this Amendment by facsimile or in electronic (i.e., “pdf” or “tif”)
format shall be effective as delivery of a manually executed counterpart of this Amendment. The words “execution,” “signed,” “signature,” “delivery,” and words of like import in or relating to
any document to be signed in connection with this Amendment and the transactions contemplated hereby shall be deemed to include electronic signatures, deliveries or the keeping of records in
electronic form, each of which shall be of the same legal effect, validity or enforceability as a manually executed signature, physical delivery thereof or the use of a paper-based recordkeeping
system, as the case may be, to the extent and as provided for in any applicable law, including the Federal Electronic Signatures in Global and National Commerce Act, the New York State
Electronic Signatures and Records Act, or any other similar state laws based on the Uniform Electronic Transactions Act; provided that nothing herein shall require the Administrative Agent to
accept electronic signatures in any form or format without its prior written consent. Without limiting the generality of the foregoing, the Borrower hereby (a) agrees that, for all purposes, including
without limitation, in connection with any workout, restructuring, enforcement of remedies, bankruptcy proceedings or litigation among the Administrative Agent, the Lenders and the Credit
Parties, electronic images of this Amendment or any other Loan Documents (in each case, including with respect to any signature pages thereto) shall have the same legal effect, validity and
enforceability as any paper original, and (b) waives any argument, defense or right to contest the validity or enforceability of the Loan Documents based solely on the lack of paper original copies
of any Loan Documents, including with respect to any signature pages thereto.
Section 5.5. Payment of Expenses. Pursuant to Section 12.03 of the Credit Agreement, the Borrower agrees to pay all reasonable and documented out-of-pocket expenses incurred by the
Administrative Agent and its Affiliates in connection with the preparation, negotiation, execution, delivery and administration of this Amendment and the other Loan Documents.
Section 5.6. Severability. Any provision of this Amendment held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such
invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the remaining provisions hereof or thereof; and the invalidity of a particular provision in a
particular jurisdiction shall not invalidate such provision in any other jurisdiction.
Section 5.7. Successors and Assigns. The provisions of this Amendment shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns
permitted by the Credit Agreement
Section 5.8. Entire Agreement. THIS AMENDMENT REPRESENTS THE FINAL AGREEMENT AMONG THE PARTIES HERETO AND MAY NOT BE CONTRADICTED
BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
5
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AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN OR AMONG THE PARTIES HERETO.
[The remainder of this page has been intentionally left blank.]

IN WITNESS WHEREOF, this Amendment is executed as of the date first above written.

JPMORGAN CHASE BANK, N.A., as Administrative Agent, a Lender, a Swing Line Lender and an Issuing Bank
By:________________________________
Name:
Title:
WELLS FARGO BANK, N.A., as a Lender and an Issuing Bank
By:________________________________
Name:
Title:

BANK OF AMERICA, N.A., as a Lender
By:________________________________
Name:
Title:
BANK OF MONTREAL, as a Lender
By:________________________________
Name:
Title:
CAPITAL ONE, NATIONAL ASSOCIATION, as a Lender
By:________________________________
Name:
Title:
COMPASS BANK, as a Lender
By:________________________________
Name:
Title:
THE TORONTO-DOMINION BANK, NEW YORK BRANCH, as a Lender
By:________________________________
Name:
Title:
U.S. BANK NATIONAL ASSOCIATION, as a Lender
By:________________________________
Name:
Title:
THE BANK OF NOVA SCOTIA, HOUSTON BRANCH, as a Lender
By:________________________________
Name:
Title:

BOKF, N.A., as a Lender
By:________________________________
Name:
Title:

CANADIAN IMPERIAL BANK OF COMMERCE, NEW YORK BRANCH, as a Lender
By:________________________________
Name:
Title:
COMERICA BANK, as a Lender
By:________________________________
Name:
Title:

CREDIT AGRICOLE CORPORATE AND INVESTMENT BANK, as a Lender
By:________________________________
Name:
Title:
KEYBANK N.A., as a Lender
By:________________________________
Name:
Title:
NATIXIS, as a Lender
By:________________________________
Name:
Title:
TEXAS CAPITAL BANK, N.A., as a Lender
By:________________________________
Name:
Title:
ABN AMRO CAPITAL USA LLC, as a Lender
By:________________________________
Name:
Title:
FIFTH THIRD BANK, as a Lender
By:________________________________
Name:
Title:
PNC BANK, NATIONAL ASSOCIATION, as a Lender
By:________________________________
Name:
Title:
TRUIST BANK, successor by merger to SunTrust Bank, as a Lender
By:________________________________
Name:
Title:

CITIBANK N.A., as a Lender
By:________________________________
Name:
Title:

Agreed and acknowledged:
PDC ENERGY, INC., as Borrower
By:________________________________
Name:
Title:

SCHEDULE 1.1
APPLICABLE MARGIN
Commitment Utilization Grid
Level I

Level II

Level III

Level IV

Commitment Utilization Percentage

<25%

>25% <50%

>50% <75%

>75% <90%

Level V
≥90%

Eurodollar Revolving Credit Loans

1.75%

2.00%

2.25%

2.50%

2.75%

Letters of Credit

1.75%

2.00%

2.25%

2.50%

2.75%

ABR Revolving Credit Loans

0.75%

1.00%

1.25%

1.50%

1.75%

Swing Line Loans

0.75%

1.00%

1.25%

1.50%

1.75%

Commitment Fee Rate

0.375%

0.375%

0.50%

0.50%

0.50%
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Exhibit No. 22
Securities Guaranteed by Subsidiary Guarantor

Guaranteed Security

Subsidiary Guarantor

1.25 % Convertible Notes, due September 15, 2021

PDC Permian, Inc.

6.125 % Senior Notes, due September 15, 2024

PDC Permian, Inc.

6.25% Senior Notes, due December 1, 2025

PDC Permian, Inc.

5.75% Senior Notes, due May 15, 2026

PDC Permian, Inc.

Exhibit 31.1
CERTIFICATIONS
I, Barton Brookman, certify that:

1.

I have reviewed this Quarterly Report on Form 10-Q of PDC Energy, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, 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;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions):

Date:

a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process,
summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.
May 7, 2020
/s/ Barton Brookman
Barton Brookman
President and Chief Executive Officer
(principal executive officer)

Exhibit 31.2
CERTIFICATIONS
I, R. Scott Meyers, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of PDC Energy, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, 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;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions):

Date:

a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process,
summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

May 7, 2020
/s/ R. Scott Meyers
R. Scott Meyers
Senior Vice President and Chief Financial Officer
(principal financial officer)

Exhibit 32.1
CERTIFICATION
In connection with the Quarterly Report of PDC Energy, Inc. (the "Company") on Form 10-Q for the period ended March 31, 2020, as filed with the Securities and Exchange Commission on the date hereof (the "Report"), the
undersigned certify pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
1.
2.

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Barton Brookman

May 7, 2020

Barton Brookman
President and Chief Executive Officer
(principal executive officer)
/s/ R. Scott Meyers
R. Scott Meyers
Senior Vice President and Chief Financial Officer
(principal financial officer)

May 7, 2020

Exhibit 99.1
PDC Energy, Inc.
2018 Equity Incentive Plan
Performance Stock Unit Agreement

February 19, 2020
Participant
Address 1
Address 2

Dear __________________:
We are pleased to inform you that PDC Energy, Inc. (the “Company”) made the following award of performance stock units to you (the “Performance Stock Units” or “PSUs”) pursuant to the
Company’s 2018 Equity Incentive Plan (the “Plan”). The grant is subject to and governed by the Plan generally, and all capitalized terms not defined herein shall have the meanings given to such
terms in the Plan.
Notice of Performance Stock Unit Award
Participant

[__________]

Grant Date

February 19, 2020

Target Number of Performance Stock Units (“Target
PSUs”)

[__________]

Overview

Pursuant to the terms and conditions set forth below, you may earn between 0% - 250% of the Target PSUs based on the total
shareholder return (“TSR,” as defined below) of the Company over the Performance Period, measured (i) against the TSR of
the Peer Companies identified below, and (ii) on an absolute and annualized basis. Except as set forth below under “Special
Vesting Events” and “Change in Control,” you must be in Continuous Service (as defined below) from the Grant Date
through the end of the Performance Period in order to earn any PSUs hereunder.

Performance Period

January 1, 2020 – December 31, 2022

1
1

Peer Companies

"Peer Companies" means the thirteen companies listed below:
Devon Energy Corporation (DVN)
WPX Energy, Inc. (WPX)
Callon Petroleum Company (CPE)
SM Energy Company (SM)
Matador Resources Company (MTDR)
Extraction Oil and Gas, Inc. (XOG)
Magnolia Oil and Gas Corporation (MGY)
Parsley Energy, Inc. (PE)
Cimarex Energy Co. (XEC)
Oasis Petroleum Inc. (OAS)
Whiting Petroleum Corporation
QEP Resources, Inc. (QEP)
Centennial Resources Development Inc. (CDEV)
In the event a Peer Company ceases to be publicly traded at any point during the Performance Period, the Committee shall
have full discretion to take any action it deems necessary or advisable in its sole and absolute discretion in order to preserve
the integrity of the performance goals and the incentive intended by this award, including, but not limited to, determining
whether the Peer Company will be replaced with a new Peer Company, dropping such Peer Company from the list of Peer
Companies and calculating the number of PSUs earned without designating a replacement, treating the Peer Company as
being ranked in last place on the TSR list for the Performance Period (e.g. for bankrupt or other delisted companies), or
determining an alternate method of calculating TSR for such Peer Company (e.g. by calculating TSR through the date of
acquisition of such Peer Company, and then assuming TSR for the remainder of the period is determined based on an index).
The Committee need not take the same action with respect to all Peer Companies that cease to be publicly traded during the
Performance Period.

Award Determination

Except as set forth below under the headings “Special Vesting Events” and “Change in Control,” the number of PSUs earned
shall be determined by the Committee at the end of the Performance Period by applying the following formula (the “General
Formula”): (x) Target PSUs, multiplied by, (y) the Relative TSR Multiplier (defined and determined below), multiplied by (z)
the Absolute TSR Multiplier (also defined and determined below), and then adjusting the result of the General Formula, if
necessary, to comply with the Maximum Cap and Absolute Performance Override set forth below.
2
2

Relative TSR Multiplier

The Relative TSR Multiplier shall be determined based on the Company's relative TSR rank among the Peer Companies for
the Performance Period, as follows:
•
If the Company is ranked at or above the 90th percentile of the Peer Companies remaining at the end of the
Performance Period (including the Company), the Relative TSR Multiplier shall be 200%
•

If the Company is ranked at the 50th percentile or median of the Peer Companies remaining at the end of the
Performance Period (including the Company), the Relative TSR Multiplier shall be 100%

•

If the Company is ranked at the 25th percentile of the Peer Companies remaining at the end of the Performance
Period (including the Company), the Relative TSR Multiplier shall be 50%

• If the Company is ranked below the 25th percentile of the Peer Companies remaining at the end of the Performance
Period (including the Company), the Relative TSR Multiplier shall be 0%
If the Company is ranked between any of these payout levels, the Relative TSR Multiplier will be interpolated based on the
actual percentile ranking of the Company in relation to the levels set forth above, rounded to the nearest whole percentile.
Absolute TSR Modifier

The Absolute TSR Multiplier shall be determined based on the Company's annualized absolute TSR over the Performance
Period, as follows:
•

If the Company’s annualized absolute TSR over the Performance Period is greater than 15%, the Absolute TSR
Multiplier shall be 150%

• If the Company’s annualized absolute TSR over the Performance Period is greater than 10% and less than or equal
to 15%, the Absolute TSR Multiplier shall be 125%
• If the Company annualized absolute TSR over the Performance Period is greater than 5% and less than or equal to
10%, the Absolute TSR Multiplier shall be 100%
• If the Company annualized absolute TSR over the Performance Period is greater than 0% and less than or equal to
5%, the Absolute TSR Multiplier shall be 75%
•

If the Company annualized absolute TSR over the Performance Period is 0% or less, the Absolute TSR Multiplier
shall be 50%
3
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Maximum Cap

The maximum number of PSUs that you may earn is capped at 250% of the Target Award, notwithstanding the results of the
General Formula.

Absolute Performance Override

If the Relative TSR Multiplier is 0%, but the Company’s annualized absolute TSR over the Performance Period is greater
than 15%, then notwithstanding the results of the General Formula, you shall earn 50% of the Target Award.

4
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Special Vesting Events

Termination Without “Cause” or for “Good Reason” prior to a Change in Control
In the event that prior to a Change in Control your Continuous Service is terminated by the Company without “Cause” or by
you for “Good Reason” (each as defined in the Company severance plan in which you are a participant), then you may be
eligible to receive payment of all or a portion of the PSUs, if any, that you would have received at the end of the
Performance Period (based on achievement of the performance goals) had you not terminated Continuous Service (the
“Potential Shares”). Within forty-five days of the date of termination, the Committee shall determine, in its sole and absolute
discretion, the portion, if any, of the Potential Shares that you shall be entitled to receive, which determination shall be based
on such factors as the Committee deems relevant, including, but not limited to, the length of your Continuous Service during
the Performance Period and the circumstances surrounding your termination. Notwithstanding the foregoing, the Committee
shall maintain discretion at any time prior to payment to reduce or eliminate the payment to which you are otherwise due
based on your failure to comply with any post-termination restrictive covenants.
Death
In the event of your death during the Performance Period but before a Change in Control, the Performance Period will be
deemed to have ended as of the date of death, and you will be entitled to receive (i) if your death occurs during the first two
(2) years of the Performance Period, one hundred percent (100%) of the Target Award, and (ii) if your death occurs after the
first two (2) years of the Performance Period, a number of PSUs based on actual results through the date of death, with TSR
for the Company and the Peer Companies calculated by reference to the Average Share Price for the twenty (20) business
days prior to the date of death.
Disability
In the event of your Disability during the Performance Period but before a Change in Control, you will receive a number of
PSUs based on actual results at the end of the Performance Period.
Continuous Service
The term “Continuous Service” shall mean your uninterrupted service to the Company or an Affiliate as an employee, nonemployee director, or consultant. The Administrator shall determine in its discretion whether and when your Continuous
Service has ended (including as a result of any leave of absence); provided, however, that Continuous Service shall not be
deemed to have ended in the event you retire or otherwise terminate as an employee but continue to perform services for the
Company as a non-employee director or consultant.
5
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Payment

Timing
Except as set forth below or in the Section entitled “Change in Control,” the Company shall make payment in respect of each
PSU that is earned hereunder following the certification of results for the Performance Period, but in all events within
seventy-four (74) days following the last day of the Performance Period.
In the event of your death, payment in respect of each PSU that is earned hereunder shall be made within seventy-four (74)
days following the date of death.
Form of Payment
Payment in respect of earned PSUs shall be made (i) by distributing a number of shares of Common Stock equal to the
number of PSUs earned, or (ii) through payment of cash equal to the Fair Market Value of the number of shares of Common
Stock that would otherwise be distributable as payment, with such Fair Market Value determined as of the date on which you
earned the PSUs (i.e. the last day of the Performance Period, the date of death, or the date of the Change in Control, as
applicable), or (iii) through any combination thereof, as determined by the Committee in its sole discretion.
6
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Change in Control

In the event of a Change in Control prior to the end of the Performance Period, the Committee shall first determine the
number of PSUs to which you would be entitled based on actual results through the date of the Change in Control, with TSR
for the Company and the Peer Companies calculated by reference to the Average Share Price for the twenty (20) business
days prior to the Change in Control (the number of PSUs determined pursuant to the foregoing being the “CIC Calculated
Units”). In the event you terminated Continuous Service prior to the Change in Control (i.e. in a situation where you retained
all or a portion of the award following your termination), the CIC Calculated Units shall be vested immediately. In the event
you remained in Continuous Service through the Change in Control, the CIC Calculated Units shall initially be unvested and
shall vest in full on the last day of the originally scheduled Performance Period provided that you remain in Continuous
Service throughout the remainder of such Performance Period. In the event your Continuous Service terminates following
the Change in Control and prior to the end of the Performance Period because of your death, Disability, termination by the
Company without Cause, or termination by you for Good Reason, the CIC Calculated Units shall immediately vest in full on
the date of termination. In the event your Continuous Service terminates following a Change in Control for any other reason,
the CIC Calculated Units shall be forfeited immediately. Vested CIC Calculated Units shall be paid within seventy-four (74)
days following the date on which they become vested (i.e. the last day of the Performance Period, or the date of termination
of Continuous Service or Change in Control, as applicable), by (i) distributing to you a number of shares of Common Stock
equal to the number of CIC Calculated Units earned, or (ii) through payment of cash equal to the Fair Market Value of the
number of shares of Common Stock otherwise distributable as payment (determined as of the date on which you vested in
the CIC Calculated Units), or (iii) any combination thereof, as determined by the Committee in its sole discretion.
Notwithstanding the foregoing, in the event the Company’s Common Stock ceases to be outstanding or publicly traded as a
result of the Change in Control, the Committee shall make such adjustments as it deems necessary or appropriate in its sole
and absolute discretion in order to preserve the incentive intended under this award, including, but not limited to, providing
that the payout of the CIC Calculated Units shall be made solely in cash or other property (or any combination thereof) and
that such payout shall be determined by reference to any of the following: (i) the Fair Market Value of the Company’s
Common Stock as of the date of the Change in Control, (ii) the consideration received in the Change in Control transaction,
(iii) securities of the acquirer or any parent or other affiliate thereof, or (iv) such other metric as the Committee may
determine in its discretion.
7
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Dividend Equivalent Right

You shall be entitled in respect of any earned PSUs to receive an additional amount in cash equal to the value of all
dividends and distributions made between the Grant Date and the PSU payment date with respect to a number of shares of
Common Stock equal to the number of vested PSUs (the “Dividend Equivalent Amounts”). The Dividend Equivalent
Amounts shall be accumulated and paid on the date on which the PSUs to which they relate are paid.

TSR and Related Definitions

TSR
TSR for the Company or any PSU Peer Company shall mean the percentage equal to (x) the Performance Period Value
Change (as defined below) divided by (y) the Beginning Value (as defined below).
Beginning Value
Beginning Value for the Company or any Peer Company shall mean the Average Share Price for the twenty (20) business
days immediately preceding the first day of the Performance Period.
Performance Period Value Change
Performance Period Value Change for the Company or any Peer Company shall mean the result of: (1) Average Share Price
(as defined below) for the last twenty (20) business days of the Performance Period, minus (2) Beginning Value, plus (3)
Dividends (cash or stock based on ex-dividend date) paid per share of company common stock over the Performance Period.
Average Share Price
Average Share Price for the Company or any Peer Company shall mean the average daily closing price of the applicable
company’s common stock over the relevant period on the principal securities exchange on which such shares are traded, as
published by a reputable source.

Stockholder Rights

You shall have no stockholder rights with respect to the Performance Stock Units.

Other Terms and Conditions

Are set forth in the accompanying Performance Stock Unit Terms and Conditions and the Plan.

By your online acceptance, you and the Company agree that the Performance Stock Unit award granted hereby is granted under and governed by the terms and conditions of the Plan and of
this Performance Stock Unit Agreement (including this Notice of Performance Stock Unit Award and the accompanying Performance Stock Unit Terms and Conditions) (the “Grant Documents”).
You hereby represent and acknowledge that you been provided the opportunity to review the Plan and the Grant Documents in their entirety, and you hereby agree to accept as binding, conclusive,
and final all decisions or interpretations of the Administrator upon any questions relating to the Plan and the Grant Documents.

8
8

PDC ENERGY, INC.
John DeLawder, Senior V.P. Corporate Administration
If you have any questions concerning the Grant Documents please contact the General Counsel’s Office.

9
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Performance Stock Unit Terms and Conditions
The following terms and conditions apply to the Performance Stock Unit award granted to you by the Company, as specified in the accompanying Notice of Performance Stock Unit Award.
1. Performance Stock Unit Award. Effective as of the Grant Date, the Company has issued to you a Performance Stock Unit award, as set forth in and subject to the terms and conditions
of the Notice of Performance Stock Unit Award and these Performance Stock Unit Terms and Conditions (together, the “Grant Documents”), and the Plan (which is incorporated herein by
reference).
2. Performance Stock Units Non-Transferable. The Performance Stock Unit award (and related rights) may not be sold, assigned, transferred by gift or otherwise, pledged, hypothecated,
or otherwise disposed of, by operation of law or otherwise.
3.
Number of PSUs Earned. Unless otherwise provided in the Plan, Performance Stock Units shall be earned in accordance with the terms and conditions set forth in the Notice of
Performance Stock Unit Award.
4.

Payment. Payment in respect of earned Performance Stock Units shall be made at the time(s) and in the form(s) set forth in the Notice of Performance Stock Unit Award.

5. Termination of Service; Forfeiture. Upon the termination of your Continuous Service for any reason, any portion of the Performance Stock Unit award that has not been earned or that
is not earnable in accordance with Paragraph 3 and the Notice of Performance Stock Unit Award shall immediately be forfeited. Upon forfeiture, you shall have no further rights with respect to
such portion of the Performance Stock Unit award and related Dividend Equivalent Amounts.
6. Tax Treatment; Section 409A. You may incur tax liability as a result of the receipt of the Performance Stock Unit award and payments thereunder. You should consult your own tax
adviser for tax advice. You acknowledge that the Administrator, in the exercise of its sole discretion and without your consent, may amend or modify the Grant Documents in any manner, and
delay the payment of any amounts thereunder, to the minimum extent necessary to satisfy the requirements of Section 409A of the Code. The Company will provide you with notice of any such
amendment or modification. This Section does not, and shall not be construed so as to, create any obligation on the part of the Company to adopt any such amendments or to take any other actions
or to indemnify you for any failure to do so.
7. Tax Withholding. You shall make appropriate arrangements with the Company to provide for payment of all federal, state, local or foreign taxes of any kind required by law to be
withheld in respect of your Performance Stock Units. Such arrangements may include, but are not limited to, the payment of cash directly to the Company, withholding by the Company from other
cash payments of any kind otherwise due you, or share withholding as described below. You may elect to satisfy the minimum statutory withholding obligations, in whole or in part, (i) by having
the Company withhold shares otherwise issuable to you or (ii) by delivering to the Company shares of Common Stock already owned by you. The shares delivered or withheld shall have an
aggregate Fair Market Value not in excess of the minimum statutory total tax withholding obligations. In addition, to the extent provided by the Plan, you may elect to have the Company perform
additional voluntary tax withholding through the withholding or delivery of shares up to the maximum statutory tax rates in your applicable jurisdictions. The Fair Market Value of the shares used
for tax withholding purposes shall be determined by the Company as of
10
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the date on which taxation occurs. Shares used for tax withholding purposes must be vested and cannot be subject to any repurchase, forfeiture, or other similar requirements. Any election to
withhold or deliver shares shall be irrevocable, made in writing, signed by you, and shall be subject to any restrictions or limitations that the Administrator, in its sole discretion, deems appropriate.
8. Consent Relating to Personal Data. Although you are not required to do so, you hereby voluntarily acknowledge and consent to the collection, use, processing and transfer of personal
data as described in this Section 8. The Company and its subsidiaries hold, for the purpose of managing and administering the Plan, certain personal information about you, including your name,
home address and telephone number, date of birth, social security number or other employee identification number, salary, nationality, job title, any shares or directorships held in the Company,
details of all Performance Stock Unit and other equity awards or any other entitlement to shares awarded, canceled, purchased, vested, unvested or outstanding in your favor (“Data”). The
Company and/or its subsidiaries will transfer Data among themselves as necessary for the purpose of implementation, administration and management of your participation in the Plan and the
Company and/or any of its subsidiaries may each further transfer Data to any third parties assisting the Company in the implementation, administration and management of the Plan. These
recipients may be located throughout the world, including the United States. You authorize them to receive, possess, use, retain and transfer the Data, in electronic or other form, for the purposes
of implementing, administering and managing your participation in the Plan, including any requisite transfer of such Data as may be required for the administration of the Plan and/or the
subsequent holding of shares on your behalf to a broker or other third party with whom you may elect to deposit any shares acquired pursuant to the Plan. You may, at any time, review Data,
require any necessary amendments to it or withdraw the consents herein in writing by contacting the Company.
10. Other Employee Benefits. Except as specifically provided otherwise in any relevant employee benefit plan, program, or arrangement, the Performance Stock Unit award evidenced
hereby is not part of normal or expected compensation for purposes of calculating any severance, resignation, redundancy, end of service payments, bonuses, long-service awards, pension or
retirement benefits or similar payments.
11. Electronic Delivery. BY YOUR ELECTRONIC ACCEPTANCE OF THIS AWARD, YOU HEREBY CONSENT TO ELECTRONIC DELIVERY OF THE PLAN, AND ANY
DISCLOSURE OR OTHER DOCUMENTS RELATED TO THE PLAN, INCLUDING FUTURE GRANT DOCUMENTS (COLLECTIVELY, THE “PLAN DOCUMENTS”). THE COMPANY
MAY DELIVER THE PLAN DOCUMENTS ELECTRONICALLY TO YOU BY E-MAIL, BY POSTING SUCH DOCUMENTS ON ITS INTRANET WEBSITE OR BY ANOTHER MODE
OF ELECTRONIC DELIVERY AS DETERMINED BY THE COMPANY IN ITS SOLE DISCRETION. YOU ACKNOWLEDGE THAT YOU ARE ABLE TO ACCESS, VIEW AND RETAIN
AN E-MAIL ANNOUNCEMENT INFORMING YOU THAT THE PLAN DOCUMENTS ARE AVAILABLE IN HTML, PDF OR SUCH OTHER FORMAT AS THE COMPANY
DETERMINES IN ITS SOLE DISCRETION.
12. Notices. Any notice required or permitted to be given hereunder shall be in writing and shall be given by hand delivery, by e-mail, by facsimile, or by first class registered or certified
mail, postage prepaid, addressed, if to the Company, to its Corporate Secretary, and if to you, to your address now on file with the Company, or to such other address as either may designate in
writing. Any notice shall be deemed to be duly given as of the date delivered in the case of personal delivery, e-mail, or
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facsimile, or as of the second day after enclosed in a properly sealed envelope and deposited, postage prepaid, in a United States post office, in the case of mailed notice.
13. Amendment. The Grant Documents may be amended by the Administrator at any time without your consent if such amendment is not materially adverse to your rights hereunder or is
otherwise permitted herein. In all other cases, the Grant Documents may not be amended or otherwise modified unless evidenced in writing and signed by the Company and by you.
14. Relationship to Plan. Nothing in the Grant Documents shall alter the terms of the Plan. If there is a conflict between the terms of the Plan and the terms of the Grant Documents, the
terms of the Plan shall prevail.
15. Construction; Severability. The section headings contained herein are for reference purposes only and shall not in any way affect the meaning or interpretation of these Performance
Stock Unit Terms and Conditions. The invalidity or unenforceability of any provision of the Grant Documents shall not affect the validity or enforceability of any other provision thereof, and each
other provision thereof shall be severable and enforceable to the extent permitted by law.
16. Waiver. Any provision contained in the Grant Documents may be waived, either generally or in any particular instance, by the Administrator appointed under the Plan, but only to the
extent permitted under the Plan.
17.
Binding Effect. The Grant Documents shall be binding upon and inure to the benefit of the Company and to you and your respective heirs, executors, administrators, legal
representatives, successors and assigns.
18. Rights to Employment. Nothing contained in the Grant Documents shall be construed as giving you any right to be retained in the employ of the Company and the Grant Documents
are limited solely to governing the parties’ rights and obligations with respect to the Performance Stock Unit award.
19.
thereof.

Governing Law. The Grant Documents shall be governed by and construed in accordance with the laws of the State of Delaware, without regard to the choice of law principles

20. Company Policies to Apply; Potential Clawback. The sale of any shares of Common Stock received as payment under the Performance Stock Unit award is subject to the Company’s
policies regulating securities trading by employees, all relevant federal and state securities laws and the listing requirements of any stock exchange on which the shares of the Company’s Common
Stock are then traded. In addition, participation in the Plan and receipt of remuneration as a result of the Performance Stock Unit award is subject in all respects to any laws, regulations, or
Company compensation policies related to clawback that may be in effect from time to time.
21. Section 409A Compliance. The Performance Stock Unit award is intended to comply with or be exempt from the requirements of section 409A of the Internal Revenue Code, and the
Grant Documents shall be interpreted and administered in a manner consistent with such intent. You shall be solely responsible and liable for the satisfaction of all taxes and penalties that may be
imposed on you in connection with the Performance Stock Unit award granted hereunder (including any taxes and penalties
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under Section 409A of the Code), and neither the Company nor any of its Affiliates shall have any obligation to indemnify or otherwise hold you harmless from any or all of such taxes or
penalties.
13
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Exhibit 99.2
PDC Energy, Inc.
Amended and Restated 2010 Long-Term Equity Compensation Plan
Director Restricted Stock Unit Agreement

February 19, 2020
Director Name
Address 1
Address 2

Dear ________________:
We are pleased to inform you that PDC Energy, Inc. (the “Company”) has made the following award of restricted stock units (the “Restricted Stock Units”) to you pursuant to the Company’s
Amended and Restated 2010 Long-Term Equity Compensation Plan (the “Plan”). The grant is subject to and governed by the Plan generally, and all capitalized terms not defined herein shall have
the meanings given to such terms in the Plan.
Notice of Restricted Stock Unit Award
Grant Date

February 19, 2020

Number of Restricted Stock Units

____________________.

Vesting Schedule

Except as set forth below, your Restricted Stock Units will vest on the one (1) year anniversary of the Grant Date (the “Scheduled
Vesting Date”), subject to your continued provision of service on the Board from the Grant Date through such date.

1

Special Vesting Events

Notwithstanding the above, any unvested Restricted Stock Units shall become vested in full upon the occurrence of any of the
following:
(1) your retirement from the Board in compliance with the Board’s retirement policy as then in effect;
(2) the termination of your service on the Board as a result of your not being nominated for reelection by the Board;
(3) the termination of your service on the Board because of your resignation or failure to stand for reelection with the consent
of the Company’s Board (which means approval by at least 80% of the directors voting, with you abstaining);
(4) the termination of your service on the Board because you, although nominated for reelection by the Board, are not
reelected by the Company’s stockholders;
(5) the termination of your service on the Board because of (i) your resignation at the request of the Nominating and
Governance Committee of the Board (or successor committee), (ii) your removal by action of the stockholders or by
the Board, or (iii) a Change in Control of the Company; or
(6) the termination of your service on the Board because of death or Disability.
A termination of your service on the Board for any reason not described in (1) through (6) above (including, but not limited to,
a removal or resignation for cause) will result in a forfeiture on the date of termination of all Restricted Stock Units not
previously vested.

Payment

Timing
The Company shall make payment for each Restricted Stock Unit that vests hereunder upon the first of the following to occur
coincident with or following vesting: (i) the Scheduled Vesting Date of such Restricted Stock Units, (ii) your Separation from Service
(as defined for purposes of Code Section 409A), or (ii) a Change in Control (the first event to occur being the “Applicable Payment
Event”).
Form of Payment
Payment in respect of vested Restricted Stock Units shall be made (i) by distributing a number of shares of Common Stock equal to
the number of vested Restricted Stock Units being paid, or (ii) through payment of cash equal to the Fair Market Value of the number
of shares of Common Stock that would otherwise be distributable as payment (with such Fair Market Value determined as of the date
on which the Restricted Stock Units vested), or (iii) through any combination thereof, as determined by the Committee in its sole
discretion.
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Dividend Equivalent Right

Restricted Stock Units shall have related dividend equivalent rights, which shall entitle you to receive an additional amount in cash in
respect of your vested Restricted Stock Units equal to the value of all dividends and distributions made between the Grant Date and
the payment date with respect to a number of shares of Common Stock equal to the number of Restricted Stock Units paid on such
date (the “Dividend Equivalent Amounts”). The Dividend Equivalent Amounts shall be accumulated and paid at the same time as the
vested Restricted Stock Units to which they relate. In the event the related Restricted Stock Units are forfeited, the accumulated
Dividends Equivalent Amounts will also be forfeited.

Stockholder Rights

You have no stockholder rights with respect to the Restricted Stock Units.

Other Terms and Conditions

Are set forth in the accompanying Restricted Stock Unit Grant Terms and Conditions and the Plan.

By your online acceptance, you and the Company agree that the Restricted Stock Units granted hereby are granted under and governed by the terms and conditions of the Plan and of this
Director Restricted Stock Unit Agreement (including this Notice of Director Restricted Stock Unit Award and the accompanying Restricted Stock Unit Terms and Conditions) (the “Grant
Documents”). You hereby represent and acknowledge that you (i) have reviewed the Plan and the Grant Documents in their entirety, and have had an opportunity to obtain the advice of counsel
prior to executing this document, (ii) fully understand all provisions of the Plan and the Grant Documents, and (iii) hereby agree to accept as binding, conclusive and final all decisions or
interpretations of the Company’s Compensation Committee (the “Committee”) upon any questions relating to the Plan and the Grant Documents.
PDC ENERGY, INC.
Nicole L. Martinet, Senior V.P. and General Counsel
If you have any questions concerning the Grant Documents please contact the General Counsel’s Office.
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Restricted Stock Unit Terms and Conditions
The following terms and conditions apply to the Restricted Stock Units granted to you by the Company, as specified in the accompanying Notice of Restricted Stock Unit Award.
1. Grant of Restricted Stock Units. The Company has issued to you the number of Restricted Stock Units set forth above in the Notice of Restricted Stock Unit Award, effective on the
Grant Date, and subject to the terms and conditions set forth in the Notice of Restricted Stock Unit Award and the Restricted Stock Unit Terms and Conditions (together, the “Grant Documents”),
and the Plan (which is incorporated herein by reference).
2. Restricted Stock Units Non-Transferable. Restricted Stock Units (and related rights) may not be sold, assigned, transferred by gift or otherwise, pledged, hypothecated, or otherwise
disposed of, by operation of law or otherwise.
3. Vesting. Unless otherwise provided in the Plan, your Restricted Stock Units shall vest in accordance with the Vesting Schedule and/or upon the Special Vesting Events set forth in the
Notice of Restricted Stock Unit Grant.
4.

Payment. Payment in respect of vested Restricted Stock Units shall be made at the time(s) and in the form(s) set forth in the Notice of Restricted Stock Unit Grant.

5. Termination of Service; Forfeiture. Upon the termination of your service on the Board for any reason, any Restricted Stock Units that do not or have not vested in accordance with
Paragraph 3 and the Notice of Restricted Stock Unit Award shall immediately be forfeited. Upon forfeiture, you shall have no further rights with respect to such Restricted Stock Units and related
Dividend Equivalent Amounts.
6. Tax Treatment; Section 409A. You may incur tax liability as a result of the receipt of Restricted Stock Units and payments thereunder. You should consult your own tax adviser for tax
advice. You acknowledge that the Committee, in the exercise of its sole discretion and without your consent, may amend or modify the Grant Document in any manner, and delay the payment of
any amounts thereunder, to the minimum extent necessary to satisfy the requirements of Section 409A of the Code. The Company will provide you with notice of any such amendment or
modification. This Section does not, and shall not be construed so as to, create any obligation on the part of the Company to adopt any such amendments or to take any other actions or to
indemnify you for any failure to do so.
7.

Reserved.

8. Consent Relating to Personal Data. Although you are not required to do so, you hereby voluntarily acknowledge and consent to the collection, use, processing and transfer of personal
data as described in this Section 8. The Company and its subsidiaries hold, for the purpose of managing and administering the Plan, certain personal information about you, including your name,
home address and telephone number, date of birth, social security number or other identification number, salary, nationality, job title, any Shares or directorships held in the Company, details of all
Restricted Stock Units and other equity awards or any other entitlement to Shares awarded, canceled, purchased, vested, unvested or outstanding in your favor (“Data”). The Company and/or its
subsidiaries will transfer Data among themselves as necessary for the purpose of implementation, administration and management of your
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participation in the Plan and the Company and/or any of its subsidiaries may each further transfer Data to any third parties assisting the Company in the implementation, administration and
management of the Plan. These recipients may be located throughout the world, including the United States. You authorize them to receive, possess, use, retain and transfer the Data, in electronic
or other form, for the purposes of implementing, administering and managing your participation in the Plan, including any requisite transfer of such Data as may be required for the administration
of the Plan and/or the subsequent holding of Shares on your behalf to a broker or other third party with whom you may elect to deposit any Shares acquired pursuant to the Plan. You may, at any
time, review Data, require any necessary amendments to it or withdraw the consents herein in writing by contacting the Company.
9.

Reserved.

10. Electronic Delivery. BY YOUR ACCEPTANCE OF THIS AWARD, YOU HEREBY CONSENT TO ELECTRONIC DELIVERY OF THE PLAN, AND ANY DISCLOSURE OR
OTHER DOCUMENTS RELATED TO THE PLAN, INCLUDING FUTURE GRANT DOCUMENTS (COLLECTIVELY, THE “PLAN DOCUMENTS”). THE COMPANY MAY DELIVER
THE PLAN DOCUMENTS ELECTRONICALLY TO YOU BY E-MAIL, BY POSTING SUCH DOCUMENTS ON ITS INTRANET WEBSITE OR BY ANOTHER MODE OF ELECTRONIC
DELIVERY AS DETERMINED BY THE COMPANY IN ITS SOLE DISCRETION. YOU ACKNOWLEDGE THAT YOU ARE ABLE TO ACCESS, VIEW AND RETAIN AN E-MAIL
ANNOUNCEMENT INFORMING YOU THAT THE PLAN DOCUMENTS ARE AVAILABLE IN HTML, PDF OR SUCH OTHER FORMAT AS THE COMPANY DETERMINES IN ITS
SOLE DISCRETION.
11. Notices. Any notice required or permitted to be given hereunder shall be in writing and shall be given by hand delivery, by e-mail, by facsimile, or by first class registered or certified
mail, postage prepaid, addressed, if to the Company, to its Corporate Secretary, and if to you, to your address now on file with the Company, or to such other address as either may designate in
writing. Any notice shall be deemed to be duly given as of the date delivered in the case of personal delivery, e-mail, or facsimile, or as of the second day after enclosed in a properly sealed
envelope and deposited, postage prepaid, in a United States post office, in the case of mailed notice.
12. Amendment. The Grant Documents may be amended by the Committee at any time without your consent if such amendment does not reduce the benefits to which you were entitled
or is otherwise permitted herein or in the Plan. In all other cases, the Grant Documents may not be amended or otherwise modified unless evidenced in writing and signed by the Company and by
you.
13. Relationship to Plan. Nothing in the Grant Documents shall alter the terms of the Plan. If there is a conflict between the terms of the Plan and the terms of the Grant Documents, the
terms of the Plan shall prevail.
14. Construction; Severability. The section headings contained herein are for reference purposes only and shall not in any way affect the meaning or interpretation of these Restricted
Stock Unit Terms and Conditions. The invalidity or unenforceability of any provision of the Grant Documents shall not affect the validity or enforceability of any other provision thereof, and each
other provision thereof shall be severable and enforceable to the extent permitted by law.
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15. Waiver. Any provision contained in the Grant Documents may be waived, either generally or in any particular instance, by the Committee appointed under the Plan, but only to the
extent permitted under the Plan.
16. Binding Effect. The Grant Documents shall be binding upon and inure to the benefit of the Company and to you and each of your respective heirs, executors, administrators, legal
representatives, successors and assigns.
17. Rights to Continued Board Service. Nothing contained in the Grant Documents shall be construed as giving you any right to be retained on the Board and the Grant Documents are
limited solely to governing your rights and obligations with respect to your Restricted Stock Units.
18.
thereof.

Governing Law. The Grant Documents shall be governed by and construed in accordance with the laws of the State of Colorado, without regard to the choice of law principles

19. Company Policies to Apply; Potential Clawback. The sale of any shares of Common Stock received as payment under the Restricted Stock Units is subject to the Company’s policies
regulating securities trading by directors, all relevant federal and state securities laws and the listing requirements of any stock exchange on which the shares of the Company’s Common Stock are
then traded. In addition, participation in the Plan and receipt of remuneration as a result of the Restricted Stock Units is subject in all respects to any laws, regulations, or Company compensation
policies related to clawback that may be in effect from time to time.
20. Section 409A Compliance. The Restricted Stock Units granted hereunder are intended to comply with the requirements of section 409A of the Internal Revenue Code, and the Grant
Documents shall be interpreted and administered in a manner consistent with such intent. You shall be solely responsible and liable for the satisfaction of all taxes and penalties that may be
imposed on you in connection with the Restricted Stock Units granted hereunder (including any taxes and penalties under Section 409A of the Code), and neither the Company nor any of its
Affiliates shall have any obligation to indemnify or otherwise hold you harmless from any or all of such taxes or penalties.
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Exhibit 99.3
PDC Energy, Inc.
2018 Equity Incentive Plan
VP/Executive Restricted Stock Unit Agreement

February 19, 2020
VP/Executive Name
Address 1
Address 2
Dear ________________:
We are pleased to inform you that PDC Energy, Inc. (the “Company”) made the following award of restricted stock units to you (the “Restricted Stock Units”) pursuant to the Company’s 2018
Equity Incentive Plan (the “Plan”). The grant is subject to and governed by the Plan generally, and all capitalized terms not defined herein shall have the meanings given to such terms in the Plan.
Notice of Restricted Stock Unit Award
Grant Date

February 19, 2020

Number of Restricted Stock Units

_______________.

Vesting Schedule

Except as set forth below, the Restricted Stock Units will vest in accordance with the following
schedule, provided you remain in the Continuous Service of the Company or its Subsidiaries from the
Grant Date to the applicable “Scheduled Vesting Date” set forth below:
Shares

Vest Date
2/25/2021
2/25/2022
2/25/2023

The term “Continuous Service” shall mean your uninterrupted service to the Company or an Affiliate as an employee, nonemployee director, or consultant. The Administrator shall determine in its discretion whether and when your Continuous Service has
ended (including as a result of any leave of absence); provided, however, that your Continuous Service shall not be deemed to have
ended in the event you retire or otherwise terminate as an employee but continue to perform services for the Company as a nonemployee director or consultant.
1
1

Special Vesting Events

Certain terminations of Continuous Service
In the event of the termination of your Continuous Service due to death or Disability, as defined in the Plan, or due to a termination
without Cause or your voluntary resignation for Good Reason (as the terms “Cause” and “Good Reason” are defined in your
employment agreement, if any, or if none, in any Company severance plan in which you are a participant), any unvested Restricted
Stock Units will vest as of your date of termination.

Payment

Timing
The Company shall make payment for each Restricted Stock Unit that vests hereunder upon the first to occur of: (i) the Scheduled
Vesting Date of such Restricted Stock Units, or (ii) your “Separation from Service” (as defined for purposes of Code Section 409A)
(the first event to occur being the “Applicable Payment Event”). Notwithstanding the foregoing, if and only if (i) the Restricted
Stock Units provided hereunder are non-qualified deferred compensation subject to Code Section 409A, (ii) you are a “specified
employee” as defined for purposes of Code Section 409A, and (iii) distribution would otherwise be made on the date of the your
Separation from Service, then distribution shall be delayed until the sooner of (x) the date that is 6 months and one day following
the date of such Separation from Service, (y) your death, or (z) such sooner date as may be permitted under Code Section 409A.
Form of Payment
Payment in respect of vested Restricted Stock Units shall be made (i) by distributing a number of shares of Common Stock equal to
the number of vested Restricted Stock Units being paid, or (ii) through payment of cash equal to the Fair Market Value of the
number of shares of Common Stock that would otherwise be distributable as payment (with such Fair Market Value determined as
of the date on which the Restricted Stock Units vested), or (iii) through any combination thereof, as determined by the Committee in
its sole discretion.

Dividend Equivalent Right

Restricted Stock Units shall have related dividend equivalent rights, which shall entitle you to receive an additional amount in cash
in respect of your vested Restricted Stock Units equal to the value of all dividends and distributions made between the Grant Date
and the payment date with respect to a number of shares of Common Stock equal to the number of Restricted Stock Units paid on
such date (the “Dividend Equivalent Amounts”). The Dividend Equivalent Amounts shall be accumulated and paid at the same time
as the vested Restricted Stock Units to which they relate. In the event the related Restricted Stock Units are forfeited, the
accumulated Dividends Equivalent Amounts will also be forfeited.

Stockholder Rights

You have no stockholder rights with respect to the Restricted Stock Units.

Other Terms and Conditions

Are set forth in the accompanying Restricted Stock Unit Grant Terms and Conditions and the Plan.
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By your online acceptance, you and the Company agree that the Restricted Stock Units granted hereby are granted under and governed by the terms and conditions of the Plan and of this
VP/Executive Restricted Stock Unit Agreement (including this Notice of Restricted Stock Unit Award and the accompanying Restricted Stock Unit Terms and Conditions) (the “Grant
Documents”). You hereby represent and acknowledge that you been provided the opportunity to review the Plan and the Grant Documents in their entirety, and you hereby agree to accept as
binding, conclusive, and final all decisions or interpretations of the Administrator upon any questions relating to the Plan and the Grant Documents.

PDC ENERGY, INC.
John DeLawder, Senior V.P. Corporate Administration
If you have any questions concerning the Grant Documents please contact the General Counsel’s Office.
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Restricted Stock Unit Terms and Conditions
The following terms and conditions apply to the Restricted Stock Units granted to you by the Company, as specified in the accompanying Notice of Restricted Stock Unit Award.
1. Grant of Restricted Stock Units. The Company has issued to you the number of Restricted Stock Units set forth above in the Notice of Restricted Stock Unit Award, effective on the
Grant Date, and subject to the terms and conditions set forth in the Notice of Restricted Stock Unit Award and the Restricted Stock Unit Terms and Conditions (together, the “Grant Documents”),
and the Plan (which is incorporated herein by reference).
2. Restricted Stock Units Non-Transferable. Restricted Stock Units (and related rights) may not be sold, assigned, transferred by gift or otherwise, pledged, hypothecated, or otherwise
disposed of, by operation of law or otherwise.
3. Vesting. Unless otherwise provided in the Plan, your Restricted Stock Units shall vest in accordance with the Vesting Schedule and/or upon the Special Vesting Events set forth in the
Notice of Restricted Stock Unit Grant.
4.

Payment. Payment in respect of vested Restricted Stock Units shall be made at the time(s) and in the form(s) set forth in the Notice of Restricted Stock Unit Grant.

5. Termination of Service; Forfeiture. Upon the termination of your Continuous Service for any reason, any Restricted Stock Units that have not vested in accordance with Paragraph 3
and the Notice of Restricted Stock Unit Award shall immediately be forfeited. Upon forfeiture, you shall have no further rights with respect to such Restricted Stock Units and related Dividend
Equivalent Amounts.
6. Tax Treatment; Section 409A. You may incur tax liability as a result of the receipt of Restricted Stock Units and payments thereunder. You should consult your own tax adviser for tax
advice. You acknowledge that the Administrator, in the exercise of its sole discretion and without your consent, may amend or modify the Grant Documents in any manner, and delay the payment
of any amounts thereunder, to the minimum extent necessary to satisfy the requirements of Section 409A of the Code. The Company will provide you with notice of any such amendment or
modification. This Section does not, and shall not be construed so as to, create any obligation on the part of the Company to adopt any such amendments or to take any other actions or to
indemnify you for any failure to do so.
7. Tax Withholding. You shall make appropriate arrangements with the Company to provide for payment of all federal, state, local or foreign taxes of any kind required by law to be
withheld in respect of your Restricted Stock Units. Such arrangements may include, but are not limited to, the payment of cash directly to the Company, withholding by the Company from other
cash payments of any kind otherwise due you, or share withholding as described below. You may elect to satisfy the minimum statutory withholding obligations, in whole or in part, (i) by having
the Company withhold shares otherwise issuable to you or (ii) by delivering to the Company shares of Common Stock already owned by you. The shares delivered or withheld shall have an
aggregate Fair Market Value not in excess of the minimum statutory total tax withholding obligations. In addition, to the extent provided by the Plan, you may elect to have the Company perform
additional voluntary tax withholding through the withholding or delivery of shares up to the maximum statutory tax rates in your applicable jurisdictions. The Fair Market Value of the shares used
for tax withholding purposes shall be determined by the Company as of
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the date on which taxation occurs. Shares used for tax withholding purposes must be vested and cannot be subject to any repurchase, forfeiture, or other similar requirements. Any election to
withhold or deliver shares shall be irrevocable, made in writing, signed by you, and shall be subject to any restrictions or limitations that the Administrator, in its sole discretion, deems appropriate.
8. Consent Relating to Personal Data. Although you are not required to do so, you hereby voluntarily acknowledge and consent to the collection, use, processing and transfer of personal
data as described in this Section 8. The Company and its subsidiaries hold, for the purpose of managing and administering the Plan, certain personal information about you, including your name,
home address and telephone number, date of birth, social security number or other employee identification number, salary, nationality, job title, any shares or directorships held in the Company,
details of all Restricted Stock Units and other equity awards or any other entitlement to shares awarded, canceled, purchased, vested, unvested or outstanding in your favor (“Data”). The Company
and/or its subsidiaries will transfer Data among themselves as necessary for the purpose of implementation, administration and management of your participation in the Plan and the Company
and/or any of its subsidiaries may each further transfer Data to any third parties assisting the Company in the implementation, administration and management of the Plan. These recipients may be
located throughout the world, including the United States. You authorize them to receive, possess, use, retain and transfer the Data, in electronic or other form, for the purposes of implementing,
administering and managing your participation in the Plan, including any requisite transfer of such Data as may be required for the administration of the Plan and/or the subsequent holding of
shares on your behalf to a broker or other third party with whom you may elect to deposit any shares acquired pursuant to the Plan. You may, at any time, review Data, require any necessary
amendments to it or withdraw the consents herein in writing by contacting the Company.
10. Other Employee Benefits. Except as specifically provided otherwise in any relevant employee benefit plan, program, or arrangement, the Restricted Stock Units evidenced hereby are
not part of normal or expected compensation for purposes of calculating any severance, resignation, redundancy, end of service payments, bonuses, long-service awards, pension or retirement
benefits or similar payments.
11. Electronic Delivery. BY YOUR ELECTRONIC ACCEPTANCE OF THIS AWARD, YOU HEREBY CONSENT TO ELECTRONIC DELIVERY OF THE PLAN, AND ANY
DISCLOSURE OR OTHER DOCUMENTS RELATED TO THE PLAN, INCLUDING FUTURE GRANT DOCUMENTS (COLLECTIVELY, THE “PLAN DOCUMENTS”). THE COMPANY
MAY DELIVER THE PLAN DOCUMENTS ELECTRONICALLY TO YOU BY E-MAIL, BY POSTING SUCH DOCUMENTS ON ITS INTRANET WEBSITE OR BY ANOTHER MODE
OF ELECTRONIC DELIVERY AS DETERMINED BY THE COMPANY IN ITS SOLE DISCRETION. YOU ACKNOWLEDGE THAT YOU ARE ABLE TO ACCESS, VIEW AND RETAIN
AN E-MAIL ANNOUNCEMENT INFORMING YOU THAT THE PLAN DOCUMENTS ARE AVAILABLE IN HTML, PDF OR SUCH OTHER FORMAT AS THE COMPANY
DETERMINES IN ITS SOLE DISCRETION.
12. Notices. Any notice required or permitted to be given hereunder shall be in writing and shall be given by hand delivery, by e-mail, by facsimile, or by first class registered or certified
mail, postage prepaid, addressed, if to the Company, to its Corporate Secretary, and if to you, to your address now on file with the Company, or to such other address as either may designate in
writing. Any notice shall be deemed to be duly given as of the date delivered in the case of personal delivery, e-mail, or
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facsimile, or as of the second day after enclosed in a properly sealed envelope and deposited, postage prepaid, in a United States post office, in the case of mailed notice.
13. Amendment. The Grant Documents may be amended by the Administrator at any time without your consent if such amendment is not materially adverse to your rights hereunder or is
otherwise permitted herein. In all other cases, the Grant Documents may not be amended or otherwise modified unless evidenced in writing and signed by the Company and by you.
14. Relationship to Plan. Nothing in the Grant Documents shall alter the terms of the Plan. If there is a conflict between the terms of the Plan and the terms of the Grant Documents, the
terms of the Plan shall prevail.
15. Construction; Severability. The section headings contained herein are for reference purposes only and shall not in any way affect the meaning or interpretation of these Restricted
Stock Unit Terms and Conditions. The invalidity or unenforceability of any provision of the Grant Documents shall not affect the validity or enforceability of any other provision thereof, and each
other provision thereof shall be severable and enforceable to the extent permitted by law.
16. Waiver. Any provision contained in the Grant Documents may be waived, either generally or in any particular instance, by the Administrator appointed under the Plan, but only to the
extent permitted under the Plan.
17.
Binding Effect. The Grant Documents shall be binding upon and inure to the benefit of the Company and to you and your respective heirs, executors, administrators, legal
representatives, successors and assigns.
18. Rights to Employment. Nothing contained in the Grant Documents shall be construed as giving you any right to be retained in the employ of the Company and the Grant Documents
are limited solely to governing the parties’ rights and obligations with respect to the Restricted Stock Units.
19.
thereof.

Governing Law. The Grant Documents shall be governed by and construed in accordance with the laws of the State of Delaware, without regard to the choice of law principles

20. Company Policies to Apply; Potential Clawback. The sale of any shares of Common Stock received as payment under the Restricted Stock Units is subject to the Company’s policies
regulating securities trading by employees, all relevant federal and state securities laws and the listing requirements of any stock exchange on which the shares of the Company’s Common Stock
are then traded. In addition, participation in the Plan and receipt of remuneration as a result of the Restricted Stock Units is subject in all respects to any laws, regulations, or Company
compensation policies related to clawback that may be in effect from time to time.
21. Section 409A Compliance. The Restricted Stock Units granted hereunder are intended to comply with or be exempt from the requirements of section 409A of the Internal Revenue
Code, and the Grant Documents shall be interpreted and administered in a manner consistent with such intent. You shall be solely responsible and liable for the satisfaction of all taxes and
penalties that may be imposed on you in connection with the Restricted Stock Units granted hereunder (including any taxes and penalties
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under Section 409A of the Code), and neither the Company nor any of its Affiliates shall have any obligation to indemnify or otherwise hold you harmless from any or all of such taxes or
penalties.
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