Edgar Filing: Mid-Con Energy Partners, LP - Form 10-K

Mid-Con Energy Partners, LP
Form 10-K
March 03, 2015

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

Form 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended December 31, 2014

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

Commission File No.: 1-35374

Mid-Con Energy Partners, LP
(Exact name of registrant as specified in its charter)

Delaware 45-2842469
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

2501 North Harwood Street, Suite 2410

Dallas, Texas 75201

(Address of principal executive offices and zip code)

(972) 479-5980

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Common Units Representing Limited Partner Interests NASDAQ Global Select Market

(Title of each class) (Name of each exchange on which registered)
Securities registered pursuant to Section 12(g) of the Act: None

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

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YES © NO x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past

90 days. YES x NO ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). YES x NO ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S—K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III or any amendment to the Form 10-K. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of “large accelerated filer,” “accelerated filer” and “smaller reporting



Edgar Filing: Mid-Con Energy Partners, LP - Form 10-K

company” in Rule 12b-2 of the Exchange Act. Check one:
Large accelerated filer - Accelerated filer X

Non-accelerated filer - Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). YES © NO x

The aggregate market value of the common units held by non-affiliates of the registrant was approximately $307.7
million on June 30, 2014, based on $23.21 per unit, the last reported sales price of the units on The NASDAQ Global
Select Market on such date.

Documents incorporated by Reference: None.

As of March 3, 2015 the registrant had 29,657,167 common units and 360,000 general partner units outstanding.




Edgar Filing: Mid-Con Energy Partners, LP - Form 10-K

Table of Contents

Item 1.
Item 1A.
Item 1B.
Item 2.
Item 3.
Item 4.

Item 5.

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

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

Item 15.

Signatures

PARTI

Business

Risk Factors

Unresolved Staff Comments

Properties

Legal Proceedings

Mine Safety Disclosures

PARTII

Market for Registrant’s Common Equity. Related Stockholder Matters and Issuer Purchases of
Equity Securities

Selected Financial Data

Management’s Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk

Financial Statements and Supplementary Data

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Controls and Procedures

Other Information
PART III

Directors. Executive Officers and Corporate Governance

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Certain Relationships and Related Transactions. and Director Independence

Principal Accounting Fees and Services
PART IV

Exhibits




Edgar Filing: Mid-Con Energy Partners, LP - Form 10-K

GLOSSARY OF OIL AND NATURAL GAS TERMS

The following includes a description of the meanings of some of the oil and natural gas industry terms used
throughout this report. The definitions of proved developed reserves, proved reserves and proved undeveloped
reserves have been excerpted from the applicable definitions contained in Rule 4-10(a) of Regulation S-X.

Basin: A large depression on the earth’s surface in which sediments accumulate.

Bbl: One stock tank barrel, or 42 U.S. gallons liquid volume, used in reference to oil or other liquid hydrocarbons.
Bbl/d: One Bbl per day.

Behind Pipe: Reserves associated with recompletion projects which have not been previously produced.

Boe: Barrel of Oil Equivalent, equals six Mcf of natural gas or one Bbl of oil based on a rough energy equivalency.
This is a physical correlation of heat content and does not reflect a value or price relationship between the
commodities.

Boe/d: One Boe per day.

Btu: One British thermal unit, the quantity of heat required to raise the temperature of a one-pound mass of water by
one degree Fahrenheit.

Conventional Hydraulic Fracturing: Hydraulic fracturing is used to stimulate production from new and existing oil and
natural gas wells. Large volumes of fracturing fluids, or “fracing fluids,” are pumped deep into the well at high pressures
sufficient to cause the reservoir rock to break or fracture. Almost all frac fluid mixtures are comprised of more than
95 percent water. As the pressure builds within the well, rock beds begin to crack. More fluid is added while the
pressure is increased until the rock beds finally fracture, creating channels for trapped oil and natural gas to flow into
the well and up to the surface. The fractures are kept open with proppants made of small granular solids (generally
sand) to ensure the continued flow of fluids. By creating or even restoring fractures, the surface area of a formation
exposed to the borehole increases and the fracture provides a conductive path that connects the reservoir to the well.
These new paths increase the rate that fluids can be produced from the reservoir formations, in some cases by many
hundreds of percent.

Developed Acreage: Acres spaced or assigned to productive wells or wells capable of production.

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

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

EOR: Enhanced Oil Recovery.

EPA: United States Environmental Protection Agency.

Exploitation: Drilling or other projects that may target proven or unproven reserves (such as probable or possible
reserves), but that generally have a lower risk than that associated with exploration projects.

Exploratory Well: A well drilled to find and produce oil and natural gas reserves not classified as proved, to find a
new reservoir in a field previously found to be productive of oil or natural gas in another reservoir or to extend a
known reservoir.

Field: An area comprised of multiple leases in close proximity to one another that typically produce from the same
reservoirs and may or may not be produced under waterflood.

Gross wells: The number of wells in which a working interest is owned.

Injection Well: A well employed for the introduction into an underground stratum of water, gas or other fluid under
pressure.

MBBblIs: One thousand Bbls.

MBoe: One thousand Boe.

MBtu: One thousand Btu.
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MBoe/d: One thousand Boe per day.

Mcf: One thousand cubic feet of natural gas.

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

MMBoe: One million Boe.

MMBtu: One million Btu.

MMcf: One million cubic feet of natural gas.

NGLs: Natural gas liquids.

Net Production: Production that is owned by us, less royalties and production due others.

Net Revenue Interest: A working interest owner’s gross working interest in production, less the royalty, overriding
royalty, production payment and net profits interests.

NYMEX: New York Mercantile Exchange.

Oil: Oil, condensate and natural gas liquids.

Proved Developed Reserves: Proved reserves that can be expected to be recovered from existing wells with existing
equipment and operating methods.

Proved Reserves: Those quantities of oil and natural gas, which, by analysis of geoscience and engineering data, can
be estimated with reasonable certainty to be economically producible, from a given date forward, from known
reservoirs, and under existing economic conditions, operating methods, and government regulations, prior to the time
at which contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably certain,
regardless of whether deterministic or probabilistic methods are used for the estimation. The project to extract the
hydrocarbons must have commenced, or the operator must be reasonably certain that it will commence the project,
within a reasonable time. The area of the reservoir considered as proved includes (i) the area identified by drilling and
limited by fluid contacts, if any, and (ii) adjacent undrilled portions of the reservoir that can, with reasonable certainty,
be judged to be continuous with it and to contain economically producible oil or natural gas on the basis of available
geoscience and engineering data. In the absence of data on fluid contacts, proved quantities in a reservoir are limited
by the lowest known hydrocarbons, LKH, as seen in a well penetration unless geoscience, engineering or performance
data and reliable technology establishes a lower contact with reasonable certainty. Where direct observation from well
penetrations has defined a highest known oil, HKO, elevation and the potential exists for an associated gas cap,
proved oil reserves may be assigned in the structurally higher portions of the reservoir only if geoscience, engineering,
or performance data and reliable technology establish the higher contact with reasonable certainty. Reserves which
can be produced economically through application of improved recovery techniques (including, but not limited to,
fluid injection) are included in the proved classification when (i) successful testing by a pilot project in an area of the
reservoir with properties no more favorable than in the reservoir as a whole, the operation of an installed program in
the reservoir or an analogous reservoir or other evidence using reliable technology establishes the reasonable certainty
of the engineering analysis on which the project or program was based; and (ii) the project has been approved for
development by all necessary parties and entities, including governmental entities. Existing economic conditions
include prices and costs at which economic producibility from a reservoir is to be determined. The price shall be the
average price during the twelve-month period prior to the ending date of the period covered by the report, determined
as an unweighted arithmetic average of the first-day-of-the-month price for each month within such period, unless
prices are defined by contractual arrangements, excluding escalations based upon future conditions.

Proved Undeveloped Reserves: Proved oil and natural gas reserves that are expected to be recovered from new wells
on undrilled acreage or from existing wells where a relatively major expenditure is required for recompletion.
Reserves on undrilled acreage are limited to those drilling units offsetting productive units that are reasonably certain
of production when drilled. Proved reserves for other undrilled units can be claimed only where it can be
demonstrated with certainty that there is continuity of production from the existing productive formation. Under no
circumstances should estimates for proved undeveloped reserves be attributable to any acreage for which an
application of fluid injection or other improved recovery technique is contemplated, unless such techniques have been
proved effective by actual tests in the area and in the same reservoir.

Realized Price: The cash market price, less all expected quality, transportation and demand adjustments.
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Recompletion: The completion for production of an existing wellbore in another formation from that which the well
has been previously completed. Reserves associated with recompletion are also referred to as “Behind Pipe.”
Reserve: That part of a mineral deposit which could be economically and legally extracted or produced at the time of
the reserve determination.

Reservoir: A porous and permeable underground formation containing a natural accumulation of producible oil and/or
natural gas that is confined by impermeable rock or water barriers and is individual and separate from other reserves.
Spacing: The distance between wells producing from the same reservoir. Spacing is often expressed in terms of acres
(e.g., 40-acre spacing) and is often established by regulatory agencies.

Spot Price: The cash market price without reduction for expected quality, transportation and demand adjustments.
Standardized Measure: The present value of estimated future net revenue to be generated from the production of
proved reserves, determined in accordance with the rules and regulations of the Securities and Exchange Commission
(“SEC”), less future development, production and income tax expenses, and discounted at 10% per annum to reflect the
timing of future net revenue. Because we are a limited partnership, we are generally not subject to federal or state
income taxes and thus make no provision for federal or state income taxes in the calculation of our standardized
measure. Standardized measure does not give effect to derivative transactions.

Unit: A contiguous geographic area that was established and approved by state oil and gas commissions for the
express purpose of secondary recovery.

Unitization: The process of obtaining approval from working interest owners, mineral owners and regulatory agencies
to conduct secondary (e.g., waterflooding) or tertiary operations.

Wellbore: The hole drilled by the bit that is equipped for oil or natural gas production on a completed well. Also
called well or borehole.

Working Interest: The operating interest that gives the owner the right to drill, produce and conduct operating
activities on the property and a share of production.

Workover: Operations on a producing well to restore or increase production.

WTI: West Texas Intermediate, also called Texas light sweet, is defined as a type of crude oil as a benchmark in oil
price and is the underlying commodity of New York Mercantile Exchanges oil future contracts.
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NAMES OF ENTITIES

As used in this Form 10-K, unless we indicate otherwise:

#Founders” collectively refers to Charles R. Olmstead, S. Craig George and Jeffrey R. Olmstead;

#our general partner” refers to Mid-Con Energy GP, LLC;

#Mid-Con Affiliate” refers to Mid-Con Energy III, LLC and its subsidiaries , which is an affiliate of our general partner;
“Mid-Con Energy Partners,” the “partnership,” “we,” “our,” “us” or like terms when used refer to Mid-Con Energy
Partners, LP, a Delaware limited partnership, and its subsidiaries;

#Mid-Con Energy Operating” refers to Mid-Con Energy Operating, LL.C, an affiliate of our general partner;

#Mid-Con Energy Properties” refers to Mid-Con Energy Properties, LLC, our wholly owned subsidiary;

“our predecessor” collectively refers to Mid-Con Energy Corporation, prior to June 30, 2009, and to Mid-Con Energy I,

€ LC and Mid-Con Energy II, LLC, on a combined basis, thereafter, our respective predecessors for accounting

purposes; and

“Yorktown” collectively refers to Yorktown Partners LLC, Yorktown Energy Partners VI, L.P., Yorktown Energy

Partners VII, L.P., Yorktown Energy Partners VIII, L.P. Yorktown Energy Partners IX, LP and/or Yorktown Energy

Partners X, L.P.
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (“Form 10-K”) contains forward-looking statements within the meaning of

Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934 (each
a “forward-looking statement”). These forward—looking statements are subject to a number of risks and uncertainties,
many of which are beyond our control, which may include statements about our:

*business strategies;

eability to replace the reserves we produce through acquisitions and the development of our properties;

*0il and natural gas reserves;

stechnology;

erealized oil and natural gas prices;

eproduction volumes;

elease operating expenses;

egeneral and administrative expenses;

future operating results;

ecash flow and liquidity;

eavailability of production equipment;

eavailability of oil field labor;

ecapital expenditures;

eavailability and terms of capital;

*marketing of oil and natural gas;

egeneral economic conditions;

ecompetition in the oil and natural gas industry;

seffectiveness of risk management activities;

eenvironmental liabilities;

ecounterparty credit risk;

egovernmental regulation and taxation;

edevelopments in oil producing and natural gas producing countries; and

eplans, objectives, expectations and intentions.

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

The forward-looking statements contained in this Annual Report on Form 10-K are largely based on our expectations,
which reflect estimates and assumptions made by our management. These estimates and assumptions reflect our best
judgment based on currently known market conditions and other factors. Although we believe such estimates and
assumptions to be reasonable, they are inherently uncertain and involve a number of risks and uncertainties that are
beyond our control. In addition, management’s assumptions about future events may prove to be inaccurate. All
readers are cautioned that the forward-looking statements contained in this Annual Report on Form 10-K are not
guarantees of future performance, and we cannot assure any reader that such statements will be realized or that the
forward-looking events will occur. Actual results may differ materially from those anticipated or implied in the
forward-looking statements due to factors described in the “Risk Factors” section and elsewhere in this Annual Report
on Form 10-K. All forward-looking statements speak only as of the date made, and other than as required by law. We
do not intend to update or revise any forward-looking statements as a result of new information, future events or
otherwise. These cautionary statements qualify all forward-looking statements attributable to us or persons acting on
our behalf.

29 ¢ 99 ¢l

project,” “intend,” “anticipate,” “believe,” “estimate,
” “might,” “scheduled” and the negative of such term

99 ¢

9 ¢ 99 ¢ 29 ¢
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PART 1

ITEM 1. BUSINESS

Mid-Con Energy Partners, LP (“we,” “our,” “us,” the ‘“Partnership”) is a publicly held Delaware limited partnership formed in
July 2011 to own, acquire, exploit and develop producing oil and natural gas properties in North America, with a

focus on Enhanced Oil Recovery ("EOR"). Our limited partner units ("common units") are traded on the NASDAQ
Global Select Market under the symbol “MCEP.” Our general partner is Mid-Con Energy GP, LLC, a Delaware limited
liability company.

Overview

We operate as one business segment engaged in the exploration, development and production of oil and natural gas
properties. Our properties are located in the Mid-Continent region of the United States in five core areas: Southern
Oklahoma, Northeastern Oklahoma, parts of Oklahoma and Colorado within the Hugoton, West Texas within the
Eastern Shelf of the Permian and upper Texas Gulf Coast. Our properties primarily consist of mature, legacy onshore
oil reservoirs with long-lived, relatively predictable production profiles and low production decline rates.

Our management team has significant industry experience, especially with waterflood projects and, as a result, our
operations focus primarily on enhancing the development of producing oil properties through waterflooding.
Waterflooding, a form of secondary oil recovery, works by repressuring a reservoir through water injection and
displacing or “sweeping” oil to producing wellbores. Through the continued development of our existing properties and
through future acquisitions, we will seek to increase our reserves and production in order to maintain and, over time,
increase distributions to our unitholders. Also, in order to enhance the stability of our cash flow for the benefit of our
unitholders, we generally intend to hedge a portion of our production volumes through various commodity derivative
contracts.

As of December 31, 2014, our total estimated proved reserves were approximately 23.2 MMBoe, of which
approximately 95% were oil and 77% were proved developed, both on a Boe basis. As of December 31, 2014, we
operated 99% of our properties through our affiliate, Mid-Con Energy Operating and 64% of our properties were

being produced under waterflood, in each instance on a Boe basis. Our average net production for the month ended
December 31, 2014 was approximately 4,557 Boe per day and our total estimated proved reserves had an average
reserve-to-production ratio of approximately 14 years.

The following table summarizes information by core area regarding our estimated proved oil and natural gas reserves,
and our average net production for the month ended December 31, 2014.

December 2014
Estimated Average Net Gross Active
Net Proved Reserves Production Wells
Reserv«a—to—oil and .. Shu.t-‘in/
(MBoe) % % % Proved Boe/d Boe/d Production Natural Injection Waiting
Operated (1)Oil Developed Gross Net . Gas Wells on
Ratio (2) .
Wells Completion
Southern 3873 1000 % 99 % 90 % 2,007 1,057 10 105 71 41
Oklahoma
Northeastern 8,604 100 % 96 % 72 % 1,610 1344 18 367 90 122
Oklahoma
Hugoton 3,888 100 % 98 % 94 % 967 778 14 103 48 50
Permian 6,160 100 % 90 % 63 % 1,814 1,312 13 185 52 53
Gulf Coast 620 100 % 99 % 100 % 69 46 37 6 2 3
Other 85 95 % 95 % 100 % 54 20 12 15 3 3
Total 23,230 99 % 95 % 77 % 6,521 4,557 14 781 266 272

(1)Operated through our affiliate, Mid-Con Energy Operating.
2
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The reserve to production ratio is calculated by dividing estimated net proved reserves as of December 31, 2014 by
average net production for the month ended December 31, 2014.
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Developments in 2014
Acquisitions

During November 2014, we acquired multiple oil and natural gas properties located in Coke, Coleman, Fisher,
Haskell, Jones, Kent, Nolan, Runnels, Stonewall, Taylor, and Tom Green Counties, Texas ("Permian") for an
aggregate purchase price of approximately $117.6 million.

During August 2014, we acquired from our Mid-Con Affiliate, a certain oil property located in Creek County,
Oklahoma ("Oilton") for an aggregate price of approximately $56.5 million.

Also during August 2014, we acquired a waterflood unit in Liberty County, Texas ("Liberty South") for an
aggregate purchase price of approximately $18.9 million.

During May 2014, we acquired additional working interest in some of our Southern Oklahoma core area
properties ("Southern Oklahoma") for approximately $7.3 million.

During February 2014, we acquired from our Mid-Con Affiliate, certain oil properties located in Cimarron, Love
and Texas Counties, Oklahoma and Potter County, Texas ("Hugoton") for an aggregate price of approximately $41.0
million.

Other

During April 2014, the borrowing base of our revolving credit facility was increased from $150.0 million to
$170.0 million and during August 2014, the borrowing base was increased from $170.0 million to $190.0 million. No
other material terms of the original credit agreement were amended. During November 2014, the borrowing base of
our revolving credit facility was increased from $190.0 million to $240.0 million and MUFG Union Bank, N.A and
Frost Bank were added as additional lenders. No other material terms of the original credit agreement were amended.

During February 2015, the revolving credit facility was amended to allow our EBITDAX calculation, as defined in
section 7.13 of the original revolving credit agreement, to reflect the net cash flows attributable to the restructured
commodity derivative contracts that occurred during January 2015 for the periods of the first quarter 2015 through the
third quarter of 2016.

Public Offering of Additional Units

During November 2014, we issued 5,800,000 common units to the public at a price of $17.27. We used proceeds of
approximately $96.0 million, net of offering costs, for the acquisition of the Permian properties.

Our Business Strategies

Our primary business objective is to generate stable cash flows, which we expect will allow us to make quarterly cash
distributions to our unitholders at the current quarterly distribution rate and, over time, to increase our quarterly cash
distributions. In addition to our hedging strategy described below, we intend to execute the following business
strategies:

Continue exploitation of our existing properties to maximize production. We plan to continue exploiting our proved
reserves to maximize production, primarily through waterflood projects and through various oil recovery methods,
including workovers, conventional hydraulic fracturing, re-stimulations, recompletions, infill drilling and other
optimization activities. We expect to continue these activities in order to maximize our production.

Pursue acquisitions of long-lived, low-risk producing properties with upside potential. We will seek to acquire
onshore properties with long-lived reserves, low production decline rates and low-risk development potential. We also
will seek to acquire properties within mature oil fields with opportunities for incremental improvements in oil
recovery through waterfloods and other recovery techniques, which we believe will offer us additional potential to
increase reserves, production and cash flow.

Capitalize on our relationship with our Mid-Con Affiliate for favorable acquisition opportunities. We expect that our
Mid-Con Affiliate will invest capital and technical staff resources to acquire and develop properties with existing
waterfloods and to identify, acquire, form and develop new waterflood projects on those properties. Through this
relationship with our Mid-Con Affiliate, we plan to avoid much of the capital, engineering and geological risks
associated with the early development of any of these properties we may acquire. While they are not obligated to sell
any properties to us and may have difficulties acquiring and developing them, we expect that our Mid-Con Affiliate

13
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will offer to sell properties to us from time to time. We believe that the opportunity to

7
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acquire properties from our Mid-Con Affiliate provides us with a strategic advantage over those of our competitors
who must bear a greater share of development risks themselves.

Maintain operational control and a focus on cost effectiveness in all our operations. As of December 31, 2014,
Mid-Con Energy Operating operated 99% of our properties, as calculated on a Boe basis. We plan to continue
exercising this level of operational control over our existing properties and favor acquisitions of operated properties in
order to manage the timing and levels of our capital expenditures, development activities and operating costs.

Reduce the impact of commodity price volatility on our cash flow through a disciplined commodity hedging

strategy. We seek to reduce the impact of commodity price volatility on our cash flow by maintaining a portfolio of
hedge contracts to help protect our ability to make distributions. As opposed to entering into commodity derivative
contracts at predetermined times or on prescribed terms, we intend to enter into commodity derivative contracts in
connection with material increases in our estimated production and at times when we believe market conditions or
other circumstances suggest that it is prudent to do so. Additionally, we may take advantage of opportunities to
modify our commodity derivative portfolio to change the percentage of our hedged production volumes or the
duration of our commodity derivative contracts when circumstances suggest that it is prudent to do so.

Maintain an equity-weighted capital structure to allow for financial flexibility to execute our business strategies. We
intend to maintain an equity-weighted capital structure that affords us the financial flexibility to execute our business
strategies. Our borrowing capacity under our revolving credit facility, our access to capital markets and internally
generated cash flow provides us with the liquidity and financial flexibility to exploit organic growth opportunities and
allow us to pursue additional acquisitions of producing properties.

Utilize compensation programs that align the interest of our management team with our unitholders. We tie the
compensation of our executives and directors directly to achieving our strategic, operating and financial goals and
have adopted compensation programs that place a significant part of the pay of each of our executives “at risk” in the
form of an annual short-term incentive award and long-term, equity-based incentive grants. The amount of the annual
short-term incentive award paid depends on our performance against financial and operating objectives as well as the
executive meeting key leadership and development standards. A portion of the compensation of the executives is also
in the form of equity awards that tie their compensation directly to creating unitholder value over the long-term. We
believe this combination of annual short-term incentive awards and long-term equity awards aligns the incentives of
our management with our unitholders.

Our Competitive Strengths

We believe that the following competitive strengths will allow us to successfully execute our business strategies and
achieve our objective of generating and growing cash available for distribution:

An asset portfolio largely consisting of properties with existing waterflood projects with proved reserves, of which
95% are oil, and relatively predictable production profiles that provide growth potential through ongoing response to
waterflooding and that have modest capital requirements. Our properties consist of interests in mature fields located in
Oklahoma, Colorado and Texas that have well-understood geologic features, relatively predictable production profiles
and modest capital requirements, which we believe make them well-suited for waterflood development and for our
objective of generating stable cash flow. Currently, over 64% of our properties are being waterflooded. Based on
production estimates from our December 31, 2014 audited reserves, the average estimated decline rate for our existing
proved developed producing reserves is approximately 13% for 2015 and, on a compounded average decline basis,
approximately 6.5% for the subsequent five years and approximately 6% thereafter. Further, we believe that a
substantial majority of the capital required for growth from our existing properties has already been spent. As a result,
these properties have relatively predictable production profiles and production growth potential with modest capital
requirements.

The ability to further exploit existing mature properties by utilizing our waterflood expertise. We have actively
operated most of our properties since 2005 and have a history of exploiting proved reserves to maximize production,
primarily through waterflood projects. Over the last nine years, we identified, initiated, acquired, formed and
developed over 21% of all new waterflood projects in the state of Oklahoma, while the next most active competitor
formed only 7% of all new waterfloods. Furthermore, our experience in the Mid-Continent allows us to exploit
synergies developed by applying knowledge of field, reservoir and play characteristics throughout North America. We
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believe that our expertise in secondary recovery techniques will increase the level of production from certain of our
properties, particularly from existing waterflood projects, which, over time, may increase our cash flow.
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Acquisition opportunities that are consistent with our criteria of predictable production profiles with upside potential
that may arise as a result of our relationship with the Mid-Con Affiliate. We expect the Mid-Con Affiliate to invest
capital and technical staff resources to acquire and develop properties with existing projects and to identify, acquire,
form and develop new waterflood projects on their properties. While they are not obligated to sell any properties to us
and may have difficulties acquiring and developing them, we expect that the Mid-Con Affiliate will offer to sell
properties to us from time to time. Through this relationship with the Mid-Con Affiliate, we avoid much of the capital,
engineering and geological risks associated with the early development of any of these properties we may acquire.
Access to the collective expertise of Yorktown’s employees and their extensive network of industry relationships
through our relationship with Yorktown. Yorktown is a private investment firm focused on investments in the energy
sector with more than $4.0 billion in assets under management. With their extensive investment experience in the oil
and natural gas industry and their extensive network of industry relationships, Yorktown’s employees are well
positioned to assist us in identifying and evaluating acquisition opportunities and in making strategic decisions.
Mid-Con Energy Operating operates 99% of our properties, which allows them to control our operating costs and
capital expenditures. As of December 31, 2014, Mid-Con Energy Operating operated 99% of our properties, as
calculated on a Boe basis, which allowed it to control our operating costs and capital expenditures. We expect to
continue exercising this level of operational control over our properties, including any properties we acquire through
future acquisitions, which allows us to better manage our operating costs and capital expenditures. This substantial
operational control of our producing properties also allows us to maximize the value of our properties, helps us
stabilize our cash flow and affords us better control over the timing and costs of our operations.

An enhanced ability to pursue acquisition opportunities arising from our competitive cost of capital and
equity-weighted capital structure. Unlike our corporate competitors, we are not subject to federal income taxation at
the entity level. This attribute should provide us with a lower cost of capital compared to those competitors, thereby
enhancing our ability to compete for acquisitions of oil and, when advantageous, natural gas properties. Also our
relatively low level of indebtedness and our ability to issue additional common units and other partnership interests in
connection with these acquisitions improves our financial flexibility. As of December 31, 2014, we had an available
borrowing capacity of $35.0 million under our revolving credit facility after giving effect to our current borrowings of
$205.0 million, providing us with other means of financing acquisition opportunities.

The range and depth of our technical and operational expertise allows us to expand both geographically and
operationally to achieve our goals. We have assembled a senior team of geologists, engineers, landmen, accountants
and operational personnel that have been successful in developing a significant number of new waterflood projects.
Collectively, our management and employees have prior waterflood experience in over 150 waterflood projects
located in more than thirteen states. We have a team of over 90 employees, with senior leadership in all production
disciplines, and we have recruited a select group of younger professionals that are being trained in our waterflood
specialty. With this expertise and depth, we believe this team has the ability to generate new waterflood projects that
may become future acquisition opportunities for us. Beyond our core strength of waterflood development, our range
and depth of expertise will allow us to expand both geographically and operationally. Although our projects to date
have been focused on waterfloods in the Mid-Continent region, and now the addition of the Permian region, our
management and operational employees have significant oil and gas experience in many other regions of the United
States. Our wealth of experience enables us to pursue other types of exploitation opportunities, such as infill drilling
projects that could significantly contribute to our strategy of generating stable cash flow and, over time, increasing our
quarterly cash distributions.

Hedging Strategy

Our hedging strategy seeks to achieve more predictable cash flows and to reduce exposure to fluctuations in the price
of oil. Our hedging program’s objective is to protect our ability to make current distributions and to allow us to be
better positioned to increase our quarterly distribution over time, while retaining some ability to participate in upward
movements in oil prices. As of December 31, 2014, we had commodity derivative contracts covering approximately
49% and 2% of our estimated oil production (estimate based on the mid-point of 2015 production guidance at a 95%
oil weighting) for calendar years 2015 and 2016. As of December 31, 2014, all of our derivative contracts for 2015
and 2016 were swaps with fixed settlements. The weighted average minimum prices on all of our derivative contracts
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for 2015 and 2016 was $93.29 and $90.20, respectively.

In January 2015, we restructured our commodity derivative contracts in place at December 31, 2014 to cover
approximately 74% and 57% of our estimated oil production (estimate based on the mid-point of 2015 production
guidance at a 95% oil weighting) for calendar years 2015 and 2016, respectively. The new commodity derivative
contracts are now extended

9

18



Edgar Filing: Mid-Con Energy Partners, LP - Form 10-K

through September 2016 at a weighted average price of approximately $75.62 and $70.01 for 2015 and 2016,
respectively. The restructuring achieved more predictable cash flows and reduced exposure to fluctuations in the price
of oil in 2015 and 2016 while also protecting the borrowing base of our reserve based revolving credit facility against
further oil price weakness and improving compliance with our revolving credit facility's leverage covenants.

In addition to our primary hedging strategy as described above, we also intend to enter into additional commodity
derivative contracts in connection with material increases in our estimated production and at times when we believe
market conditions or other circumstances suggest that it is prudent to do so as opposed to entering into commodity
derivative contracts at predetermined times or on prescribed terms. Additionally, we may take advantage of
opportunities to modify our commodity derivative portfolio to change the percentage of our hedged production
volumes or the duration of our commodity derivative contracts when circumstances suggest that it is prudent to do so.
By removing a significant portion of price volatility associated with our estimated future oil production, we have
mitigated, but not eliminated, the potential effects of changing oil prices on our cash flow from operations for those
periods. For a further description of our commodity derivative contracts, please read “Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources — Derivative
Contracts.”

Our Principal Business Relationships

Our Relationship with our Mid-Con Affiliate

Our Mid-Con Affiliate acquires and develops oil and natural gas properties that are either undeveloped or that may
require significant capital investment and development efforts before they meet our criteria for ownership. As these
development projects mature, we expect to have the opportunity to acquire certain of these properties from our
Mid-Con Affiliate. Through this relationship with our Mid-Con Affiliate, we will avoid much of the capital,
engineering and geological risks associated with the early development of any of these properties we may acquire.
However, our Mid-Con Affiliate may not be successful in identifying or consummating acquisitions or in successfully
developing the new properties they acquire. Further, our Mid-Con Affiliate is not obligated to sell any properties to us,
and they are not prohibited from competing with us to acquire oil and natural gas properties.

Services Agreement

Our subsidiaries and our general partner have a services agreement with Mid-Con Energy Operating. Pursuant to the
services agreement, Mid-Con Energy Operating provides certain services to us, our subsidiaries and our general
partner, including management, administrative and operational services, which include marketing, geological and
engineering services. Under the services agreement, we reimburse Mid-Con Energy Operating, on a monthly basis, for
the allocable expenses it incurs in its performance under the services agreement. These expenses include, among other
things, salary, bonus, incentive compensation and other amounts paid to persons who perform services for us or on our
behalf and other expenses allocated by Mid-Con Energy Operating to us. Mid-Con Energy Operating has substantial
discretion to determine in good faith which expenses to incur on our behalf and what portion to allocate back to us.
Mid-Con Energy Operating will not be liable to us for its performance of, or failure to perform, services under the
services agreement unless its acts or omissions constitute gross negligence or willful misconduct.

Our Relationship with Yorktown

We have a valuable relationship with Yorktown, a private investment firm founded in 1991 and focused on
investments in the energy sector. Since 2004, Yorktown has made several equity investments in our predecessor. Peter
A. Leidel, a principal of Yorktown, serves on our board of directors.

Yorktown currently has more than $4.0 billion in assets under management and Yorktown’s employees have extensive
investment experience in the oil and natural gas industry. Yorktown’s employees review a large number of potential
acquisitions and are involved in decisions relating to the acquisition and disposition of oil and natural gas assets by the
various portfolio companies in which Yorktown owns interests. With their extensive investment experience in the oil
and natural gas industry and their extensive network of industry relationships, Yorktown’s employees are well
positioned to assist us in identifying and evaluating acquisition opportunities and in making strategic decisions.
Yorktown is not obligated to sell any properties to us, and they are not prohibited from competing with us to acquire
oil and natural gas properties. Investment funds managed by Yorktown manage numerous other portfolio companies,
including our Mid-Con Affiliate, which is engaged in the oil and natural gas industry and, as a result, Yorktown may
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present acquisition opportunities to other Yorktown portfolio companies that compete with us.
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Our Areas of Operation
As of December 31, 2014, our properties were primarily located in the Mid-Continent region of the United States in

five core areas: Southern Oklahoma, Northeastern Oklahoma, parts of Oklahoma and Colorado within the Hugoton,
West Texas within the Eastern Shelf of the Permian and upper Texas Gulf Coast. These core areas are generally
composed of multiple waterflood units that are in close proximity to one another, produce from geologically similar
reservoirs and utilize similar recovery methods. Focusing on these core areas allows us to apply our cumulative
technical and operational knowledge to ongoing property development and to better predict future rates of recovery.
For a discussion of the properties in our core areas, please see “Summary of Oil Properties and Projects.”

Our properties consist of mature, legacy onshore oil reservoirs, approximately 64% of the reserves of which are being
produced under waterflooding, on a Boe basis. Our properties include multiple waterflood projects with varying
degrees of maturity.

We own on average a 81% working interest across 781 gross producing (715 net) wells, 266 gross injection

(236 net) wells, and 272 gross (249 net) wells shut-in or waiting on completion and operate 99% of our properties by
value, as calculated using the standardized measure. Approximately 99% of our revenue is derived from the proceeds
of oil production.

Our estimated proved reserves as of December 31, 2014 were approximately 23.2 MMBoe, of which approximately
95% were oil and approximately 77% were proved developed, both on a Boe basis. For the month ended

December 31, 2014, we produced an average of approximately 4,557 Boe per day.

The following table shows our estimated net proved oil reserves for our core areas, based on a reserve report prepared
by our internal reserve engineers and audited by Cawley, Gillespie & Associates, Inc., our independent petroleum
engineers, as of December 31, 2014, and certain unaudited information regarding production and sales of oil and

natural gas with respect to such properties:

Average Net Production
For the Month Ended
December 31, 2014

Estimated Net Proved Reserves as of December 31, 2014

N % of ?O?afl gypr?vedd (1:;/(-21)0 % of
et o O . evelope o O
(Boe/d)  Total MBoe Proved % Oil Reserves ($in Total
Reserves o
millions)
Southern Oklahoma 1,057 23 % 3,873 17 % 99 % 90 % $129 20 %
Northeastern Oklahoma 1,344 29 % 8,604 37 % 96 % T2 %  $240 36 %
Hugoton 778 17 % 3,388 17 % 98 % 94 % $71 11 %
Permian 1,312 29 % 6,160 26 % 90 % 63 % $202 30 %
Gulf Coast 46 1 % 620 3 % 99 % 100 % $20 3 %
Other 20 1 % 85 0 % 95 % 100 % $2 0 %
Total 4,557 100 % 23,230 100 % 95 % 717 % $664 100 %

Standardized measure is calculated in accordance with Financial Accounting Standards Board Accounting
Standards Codification Topic 932, Extractive Activities—Oil and Gas. Because we are a limited partnership, we are

1 generally not subject to federal or state income taxes and thus make no provision for federal or state income taxes
in the calculation of our standardized measure. For a description of our commodity derivative contracts, please
read—"“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital
Resources—Derivative Contracts.”

(2)Our estimated net proved reserves and standardized measure were computed by applying average trailing 12-month
index prices (calculated as the unweighted arithmetic average of the first-day-of-the-month price for each month
within the applicable 12-month period, held constant throughout the life of the properties). These prices were
adjusted by lease for quality, transportation fees, location differentials, marketing bonuses or deductions and other
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factors affecting the price received at the wellhead. The average trailing 12-month index prices were $92.45 per
Bbl for oil and $5.67 per MMBtu for natural gas for the 12 months ended December 31, 2014.
All proved undeveloped locations conform to SEC rules for recording proved undeveloped reserves. None of our
proved undeveloped reserves as of December 31, 2014 have remained undeveloped for more than five years from the
date the reserves were initially booked as proved undeveloped.
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Summary of Oil Properties and Projects

Our core areas detailed below represent approximately 99% of our total estimated net proved reserves as of
December 31, 2014, 99% of our average daily net production for the month ended December 31, 2014 and 99% of our
standardized measure as of December 31, 2014. The following is a summary of each of our properties within our core
areas. All of the following descriptions are based on our December 31, 2014 audited reserve report.

Southern Oklahoma

Our Southern Oklahoma properties are located in Love and Carter Counties, Oklahoma. The Southern Oklahoma
properties are part of six waterflood units operated by Mid-Con Energy Operating, four of which were unitized by
Mid-Con Energy Operating. During December 2014, our properties in these fields produced on average 2,007 Boe per
day gross, 1,057 Boe per day net, and contained 3,873 MBoe of estimated net proved reserves.

We acquired additional interests in these properties in May 2013 and May 2014 and have an average working interest
of 61.5% in 105 gross producing and 71 injection properties. During 2014, we drilled 8 gross producing wells and
converted 7 producing wells to injections wells.

Northeastern Oklahoma

Our Northeastern Oklahoma properties are located in 4 counties in Oklahoma: Cleveland, Creek, Osage and Pawnee
Counties. The majority of our properties are being produced under waterflood and are operated by Mid-Con Energy
Operating. The Cleveland Field was unitized in April 2013 as a waterflood unit. During December 2014, our
properties in these fields produced on average 1,610 Boe per day gross, 1,344 Boe per day net, and contained 8,604
MBoe of estimated net proved reserves. We acquired additional interests in these properties in May 2013 and acquired
additional properties in August 2014. Our average working interest in these properties is 92.6% in 367 gross
producing and 90 injection properties. During 2014, we drilled 30 gross producing wells, 2 gross injection wells and
converted 8 producing wells to injection wells.

Hugoton

Our Hugoton properties are located in three fields in Cimarron County and Texas County, Oklahoma, Potter County,
Texas and Cheyenne County, Colorado. The Hugoton properties are part of eight waterflood units operated by
Mid-Con Energy Operating, one of which Mid-Con Energy Operating unitized. During December 2014, our
properties in these units produced on average 967 Boe per day gross, 778 Boe per day net, and contained 3,888 MBoe
of estimated net proved reserves. We acquired additional properties in February 2014 and have an average working
interest of 99.0% in 103 gross producing and 48 injection properties. During 2014, we drilled 8 gross producing wells,
2 gross injection wells and converted 10 producing wells to injection wells.

Permian

Our Permian properties are located in Coke, Coleman, Fisher, Haskell, Jones, Kent, Nolan, Runnels, Stonewall,
Taylor, and Tom Green Counties, Texas. We acquired these properties in November 2014. The Permian properties
have two waterflood units operated by Mid-Con Energy Operating. During December 2014, our properties in these
fields produced on average 1,814 Boe per day gross, 1,312 Boe per day net, and contained 6,160 MBoe of estimated
net proved reserves. We have an average working interest of 73.8% in 185 gross producing wells and 52 injection
wells.

Gulf Coast

Our Gulf Coast property is located in Liberty County, Texas. We acquired the waterflood unit in August 2014, and it
is operated by Mid-Con Energy Operating. During December 2014, this waterflood produced on average 69 Boe per
day gross, 46 Boe per day net, and contained 620 MBoe of estimated net proved reserves. We have an average
working interest of 89.6% in 6 gross producing wells and 2 injection wells.

Other Properties

The balance of the Company’s properties, located throughout the state of Oklahoma consist of a mix of operated and
non-operated properties, a majority of which are under waterflood. As of December 31, 2014, our other properties
contained approximately 85 MBoe of estimated net proved reserves and generated average net production of
approximately 20 Boe per day for the month ended December 31, 2014.
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Oil and Natural Gas Reserves and Production

Internal Controls Relating to Reserve Estimates

We maintain an internal staff of petroleum engineers and geoscience professionals to ensure the integrity, accuracy
and timeliness of the data used in our reserves estimation process. Our policies regarding internal controls over the
recording of reserves estimates require reserve estimates to be in compliance with the SEC rules, regulations,
definitions and guidance. Our proved reserves are estimated at the well or unit level and compiled for reporting
purposes by our reservoir engineering staff. Internal evaluations of our reserves are maintained in a secure reserve
engineering database. Reserves are reviewed internally by our senior management on a quarterly basis. Our reserve
estimates are audited by our independent third-party reserve engineers, Cawley, Gillespie & Associates, Inc., at least
annually.

Our staff works closely with Cawley, Gillespie & Associates, Inc. to ensure the integrity, accuracy and timeliness of
data that is furnished to them for their reserve audit process. To facilitate their audit of our reserves, we provide
Cawley, Gillespie & Associates, Inc. with any information they may request, including all of our reserve information
as well as geologic maps, well logs, production tests, material balance calculations, well performance data, operating
procedures, lease operating expenses, product pricing, production taxes and relevant economic criteria. We also make
all of our pertinent personnel available to Cawley, Gillespie & Associates, Inc. to respond to any questions they may
have.

Technology Used to Establish Proved Reserves

Under the SEC rules, proved reserves are those quantities of oil and natural gas that by analysis of geoscience and
engineering data can be estimated with reasonable certainty to be economically producible from a given date forward
from known reservoirs and under existing economic conditions, operating methods and government regulations. The
term “reasonable certainty” implies a high degree of confidence that the quantities of oil and natural gas actually
recovered will equal or exceed the estimate. Reasonable certainty can be established using techniques that have been
proven effective by actual production from projects in the same reservoir or an analogous reservoir or by other
evidence using reliable technology that establishes reasonable certainty. Reliable technology is a grouping of one or
more technologies (including computational methods) that have been field tested and have been demonstrated to
provide reasonably certain results with consistency and repeatability in the formation being evaluated or in an
analogous formation.

To establish reasonable certainty with respect to our estimated proved reserves, our internal reserve engineers and
Cawley, Gillespie & Associates, Inc. employ technologies that have been demonstrated to yield results with
consistency and repeatability. The technologies and economic data used in the estimation of our proved reserves
include, but are not limited to, electrical logs, radioactivity logs, core analyses, geologic maps and available downhole
and production data, injection data, seismic data and well test data. Reserves attributable to producing properties with
sufficient production history are estimated using appropriate decline curves or other performance relationships.
Reserves attributable to producing properties with limited production history and for undeveloped locations are
estimated using performance from analogous properties in the surrounding area and geologic data to assess the
reservoir continuity. These properties were considered to be analogous based on production performance from the
same formation and similar completion techniques.

Qualifications of Responsible Technical Persons

Cawley, Gillespie & Associates, Inc. is an independent oil and natural gas consulting firm. No director, officer, or key
employee of Cawley, Gillespie & Associates, Inc. has any financial ownership in the Mid-Con Affiliate, Mid-Con
Energy Operating or any of their respective affiliates. Cawley, Gillespie & Associates, Inc.’s compensation for the
required investigations and preparation of its report is not contingent upon the results obtained and reported. Cawley,
Gillespie & Associates, Inc. has performed services for certain of Yorktown’s portfolio companies. The engineering
audit presented in the Cawley, Gillespie & Associates, Inc. report was overseen by Bob Ravnaas, P.E., Executive Vice
President. Mr. Ravnaas is an experienced reservoir engineer having been a practicing petroleum engineer since 1981.
He has more than 30 years of experience in reserves evaluation. Mr. Ravnaas received a BS with special honors in
Chemical Engineering from the University of Colorado at Boulder in 1979 and a M.S. in Petroleum Engineering from
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the University of Texas at Austin in 1981. He is a Registered Professional Engineer in the State of Texas, a member of
the Society of Petroleum Engineers, the Society of Petroleum Evaluation Engineers, the American Association of
Petroleum Geologists and the Society of Petrophysicists and Well Log Analysts.

Dr. Michael L. Wiggins is our President, Chief Engineer and has served as Chief Engineer since April 2013. Dr.

Wiggins previously served as President of William M. Cobb & Associates, Inc. where his expertise included reservoir
studies and oil and gas reserve evaluations and audits.
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Estimated Proved Reserves

The following table presents our estimated net proved oil and natural gas reserves associated with our estimated
proved reserves attributable to our properties as of December 31, 2014, based on reserve reports prepared by our
reservoir engineering staff and audited by Cawley, Gillespie & Associates, Inc.

Net Oil Net Gas Total
MBbls MMcf Net MBoe
Reserve Data: (1)
Estimated proved developed reserves 17,046 5,327 17,933
Estimated proved undeveloped reserves 5,094 1,215 5,297
Total: 22,140 6,542 23,230

Our estimated net proved reserves were determined using index prices for oil and natural gas, without giving effect
to commodity derivative contracts, held constant throughout the life of the properties. The unweighted arithmetic
average first-day-of-the-month price for the prior twelve months were $94.99 per Bbl for oil and $4.35 per MMBtu
for natural gas at December 31, 2014. These prices were adjusted by lease for quality, transportation fees, location
differentials, marketing bonuses or deductions and other factors affecting the price received at the wellhead.
Average adjusted prices used were $92.45 per Bbl of oil and $5.67 per Mcf of natural gas.

ey

The data in the table above represent estimates only. Oil and natural gas reserve engineering is inherently a subjective
process of estimating underground accumulations of oil that cannot be measured exactly. The accuracy of any reserve
estimate is a function of the quality of available data and engineering and geological interpretation and judgment.
Accordingly, reserve estimates may vary from the quantities of oil that are ultimately recovered. For a discussion of
risks associated with internal reserve estimates, see “Item 1A. Risk Factors — Risks Related to Our Business.” Our
estimated proved reserves and future production rates rely on many assumptions that may prove to be inaccurate. Any
material inaccuracies in these reserve estimates or underlying assumptions will materially affect the quantities and
present value of our estimated reserves.

Future prices received for production and costs may vary, perhaps significantly, from the prices and costs assumed for
purposes of these estimates. The standardized measure amounts should not be construed as the current market value of
our estimated oil reserves. The 10% discount factor used to calculate standardized measure, which is required by
Financial Accounting Standard Board pronouncements, is not necessarily the most appropriate discount rate. The
present value, no matter what discount rate is used, is materially affected by assumptions as to timing of future
production, which may prove to be inaccurate.

Production, Revenue and Price History

For a description of the Partnership’s and the Predecessor’s historical production, revenues and average sales prices and
unit costs, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Results of Operations.”

Development of Proved Undeveloped Reserves

None of our proved undeveloped reserves at December 31, 2014 are scheduled to be developed on a date more than
five years from the date the reserves were initially booked as proved undeveloped. Consistent with the typical
waterflood response time range of six to eighteen months from initial development, the transfer of proved
undeveloped reserves to the proved developed category through drilling is attributable to development costs incurred
in prior years. During 2014, our capital expenditures for development drilling were approximately $23.6 million.
Based on our current expectations of our cash flow, we will cut our capital spending budget for the development of
our proved undeveloped reserves and look for development opportunities that can be funded from our cash flow from
operations. For a more detailed discussion of our pro forma liquidity position, see “Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources.”
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For the period from December 31, 2013 through December 31, 2014, our proved undeveloped reserves were increased
from 3,317 MBoe to 5,297 MBoe. The majority of the increase is attributable to the acquisition of the Permian
properties in Texas and the initial development of a new waterflood project in the Cleveland Unit located in the
Northeastern Oklahoma core area where 30 producing and 2 injection wells were drilled. In addition, there was a
decrease in undeveloped reserves in the

14

28



Edgar Filing: Mid-Con Energy Partners, LP - Form 10-K

Highlands Unit area due to disappointing drilling results. The following table provides further details with respect to
various factors that impacted the changes in our proved undeveloped reserves over the past year:

Net Oil Net Gas Total
MBbls MMcf Net Mboe

Proved Undeveloped Reserves as of December 31, 2013 3,317 — 3,317
Transferred to Proved Developed through Drilling & Development (453 ) — (453 )
Adjustments due to drilling results (299 ) — (299 )
Acquisitions 2,529 1,215 2,732
Reduction due to aged five or more years — — —

Proved Undeveloped Reserves as of December 31, 2014 5,094 1,215 5,297

Development Activities

Since January 2014, we undertook an extensive program consisting of drilling approximately 52 gross (49 net)
development wells, the majority of which reside in our Northeastern Oklahoma core areas. Approximately 4 of these
development wells are injection wells and the remainder are producing wells with 1 water supply well. We will
continue the program when oil commodity prices stabilize but look for opportunities that can be funded from our cash
flow from operations in 2015.

In our Northeastern Oklahoma core area, we have been engaged in an active acquisition and corresponding
exploitation program in our Cleveland Field. During 2013, we unitized our Cleveland Field operations and in August
2014, we acquired additional properties in Creek County, Oklahoma. The unitization has allowed us to enhance our
exploitation strategy for these properties with a positive impact on production.

The following table sets forth information with respect to development activities during the periods indicated. The
information should not be considered indicative of future performance nor should a correlation be assumed between
the number of productive wells drilled, quantities of reserves found or economic value.

Year Ended December 31,

2014 2013 2012

Gross Net Gross Net Gross Net
Developmental wells:
Productive 47 44 22 17 31 23
Injection 4 4 7 6
Water Supply 1 1 1 1 — —
Dry 2 1 — — 1 1
Exploratory wells:
Productive — — — — — —
Dry — — — — — —
Total wells:
Productive 47 44 22 17 31 23
Injection 4 4 8 6 7 6
Water Supply 1 1 1 1 — —
Dry 2 1 — — 1 1
Total: 54 50 31 24 39 30

We are in the process of completing 2 gross (2 net) recently drilled wells in our Northeastern Oklahoma core area.
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Productive Wells

The following table sets forth information relating to the productive wells in which we owned a working interest as of
December 31, 2014. Productive wells consist of producing wells and wells capable of production, including natural
gas wells awaiting pipeline connections to commence deliveries and oil wells awaiting connection to production
facilities. Gross wells are the total number of producing wells in which we own an interest, and net wells are the sum
of our fractional working interests owned in gross wells.

Water Suppl Shut-in /
Oil Natural Gas Injection PPy Waiting on Total Wells
Wells .
Completion
Gross Net Gross Net Gross Net Gross Net Gross Net Gross Net
Operated 776 713 1 1 266 236 21 20 272 249 1,336 1,219
Non-operated 1 — 3 1 — — — — — — 4 1
Total 777 713 4 2 266 236 21 20 272 249 1,340 1,220

Production by Field

The following table sets forth our production for 2014, 2013 and 2012 from each of our fields that we represent as our
core areas:

Year Ended December 31,
2014 2013 2012
) Natural ) Natural ) Natural

Oil Gas Oil Gas Oil Gas
Core Area (MBbDIs) (MMcf) (MBbls) (MMcf) (MBbIs) (MMcf)
Southern Oklahoma 428 8 491 34 427 29
Northeastern Oklahoma 344 73 199 48 150 40
Hugoton 269 20 210 25 94 9
Permian 53 37 — — — —
Gulf Coast 12 1 — — — —

Developed Acreage

The following table sets forth information relating to our leasehold acreage. Acreage related to royalty, overriding
royalty and other similar interests is excluded from this table. As of December 31, 2014, substantially all of our
leasehold acreage was held by production:

Developed Acreage Undeveloped Acreage

Gross Net Gross Net
Southern Oklahoma 8,744 5,381 — —
Northeastern Oklahoma 7,248 6,713 — —
Hugoton 14,146 13,998 — —
Permian 19,659 14,506 3,077 2,423
Gulf Coast 541 485 — —
Other 1,281 763 — —
Total 51,619 41,846 3,077 2,423
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The Southern Oklahoma, Northeastern Oklahoma, Hugoton and Gulf Coast areas do not have any undeveloped
acreage because all of our proved undeveloped reserves are related to new drilling or recompletion activities within
currently producing areas of our developed acreage and represent in-fill or reduced spacing activity.

Delivery Commitments

We have no commitments to deliver a fixed and determinable quantity of our oil or natural gas production in the near
future under our existing contracts.

Operations

General

We operate approximately 99% of our properties, as calculated on a Boe basis as of December 31, 2014, through our
affiliate, Mid-Con Energy Operating. All of our non-operated wells are managed by third-party operators who are
typically independent oil and natural gas companies. We design and manage the development, recompletion or
workover for all of the wells we operate and supervise operation and maintenance activities. We do not own the
drilling rigs or other oil field services equipment used for drilling or maintaining wells on the properties we operate.
We engage numerous independent contractors in each of our core areas to provide all of the equipment and personnel
associated with our drilling and maintenance activities, including well servicing, trucking and water hauling,
bulldozing, and various downhole services (e.g., logging, cementing, perforating and acidizing). These services are
short-term in duration (often being completed in less than a day) and are typically governed by a one-page service
order that states only the parties’ names, a brief description of the services and the price.

We also engage several independent contractors to provide hydraulic fracturing services. These services are usually
completed in four to six hours utilizing lower pressures and volumes of fluid than are typically employed in
connection with multi-stage hydraulic fracturing jobs performed in connection with unconventional oil and gas shale
plays. These services are not normally governed by long-term services contracts, but instead are generally performed
under one-time service orders, which state the parties’ name and the price. These service orders sometimes contain
additional terms addressing, for example, taxes, payment due dates, warranties and limitations of the contractor’s
liability to damages arising from the contractor’s gross negligence or willful misconduct.

Geological and Engineering Services

Mid-Con Energy Operating employs production and reservoir engineers, geologists and land specialists, as well as
field production supervisors. Through the services agreement, we have the direct operational support of a staff of over
31 petroleum professionals with significant technical expertise. We believe that this technical expertise, which
includes extensive experience utilizing secondary recovery methods, particularly waterfloods, differentiates us from,
and provides us with a competitive advantage over, many of our competitors. Please read “Certain Relationships and
Related Party Transactions — Services Agreement.”

Administrative Services

Mid-Con Energy Operating provides us with management, administrative and operational services under the services
agreement. We reimburse Mid-Con Energy Operating, on a cost basis, for the allocable expenses it incurs in
performing these services. Mid-Con Energy Operating has substantial discretion to determine in good faith which
expenses to incur on our behalf and what portion to allocate to us. For a detailed description of the administrative
services provided by Mid-Con Energy Operating pursuant to the services agreement, please read “Certain Relationships
and Related Party Transactions — Services Agreement.”

Oil and Natural Gas Leases

The typical oil lease agreement covering our properties provides for the payment of royalties to the mineral owner for
all hydrocarbons produced from any well drilled on the lease premises. The lessor royalties and other leasehold
burdens on our properties range from less than 10% to 33%, resulting in a net revenue interest to us ranging from 67%
to 87.5%, or 84.1% on average, on a 100% working interest basis. Most of our leases are held by production and do
not require lease rental payments.

Principal Customers
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