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GLOSSARY OF OIL AND NATURAL GAS TERMS
The following terms are used throughout this Annual Report:
"2D"—Method for collecting, processing and interpreting seismic data in two dimensions.
"3D"—Method for collecting, processing and interpreting seismic data in three dimensions.
"Basin"—A large natural depression on the earth's surface in which sediments generally brought by water accumulate.

"BbI"—One stock tank barrel, of 42 U.S. gallons liquid volume, used herein in reference to crude oil, condensate or
natural gas liquids.

"BOE"—One barrel of oil equivalent, calculated by converting natural gas to oil equivalent barrels at a ratio of six Mcf of
natural gas to one Bbl of oil.

"BOE/D"—BOE per day.

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

"Completion"—The process of treating a drilled well followed by the installation of permanent equipment for the
production of oil or natural gas, or in the case of a dry hole, the reporting of abandonment to the appropriate agency.

"DD&A"—Depreciation, depletion, amortization and accretion.

"Developed acreage"—The number of acres that are allocated or assignable 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 exceed production expenses and taxes.

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

"Facies"—A lateral change in a stratigraphic rock unit due to variance in the formation's petrophysical attribute(s).

"Field"—An area consisting of a single reservoir or multiple reservoirs all grouped on, or related to, the same individual
geological structural feature or stratigraphic condition. The field name refers to the surface area, although it may refer to both
the surface and the underground productive formations.

"Formation"—A layer of rock which has distinct characteristics that differs from nearby rock.

"Fracturing ("Frac")"—The propagation of fractures in a rock layer by a pressurized fluid. This technique is used to
release petroleum and natural gas for extraction.

"Gross acres" or "gross wells"—The total acres or wells, as the case may be, in which a working interest is owned.
"HBP"—Held by production.

"Horizon"—A term used to denote a surface in or of rock, or a distinctive layer of rock that might be represented by a
reflection in seismic data.

"Horizontal drilling"—A drilling technique used in certain formations where a well is drilled vertically to a certain depth
and then drilled at a right angle within a specified interval.

"Initial Production"—The measurement of production from an oil or gas well when first brought on stream. Often stated
in terms of production during the first thirty days.

"Liquids"—Describes oil, condensate and natural gas liquids.
"MBbI"—One thousand barrels of crude oil, condensate or natural gas liquids.

"MBOE"—One thousand BOE.



"MBOE/D"—MBOE per day.

"Mcf"—One thousand cubic feet of natural gas.
"MMBtu"—One million British thermal units.
"MMcf"—One million cubic feet of natural gas.

"Natural gas liqguid"—Components of natural gas that are separated from the gas state in the form of liquids, which
include propane, butanes and ethane, among others.

"Net acres"—The percentage of total acres an owner has out of a particular number of acres, or a specified tract. An
owner who has 50% interest in 100 acres owns 50 net acres.

"NYMEX"—The New York Mercantile Exchange.

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

"Proved developed non-producing reserves ("PDNP")"—Developed non-producing reserves.

"Proved developed reserves ("PDP")"—Reserves that can be expected to be recovered through existing wells with
existing equipment and operating methods.

"Proved reserves"—The estimated quantities of oil, natural gas and natural gas liquids which geological and engineering
data demonstrate with reasonable certainty to be commercially recoverable in future years from known reservoirs under
existing economic and operating conditions.

"Proved undeveloped reserves ("PUD")"—Proved reserves that are expected to be recovered from new wells on undrilled
acreage or from existing wells where a relatively major expenditure is required for recompletion.

"Recompletion"—The process of re-entering an existing wellbore that is either producing or not producing and
completing new reservoirs in an attempt to establish or increase existing production.

"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 separate from other reservoirs.

"Resource play" —An expansive contiguous geographical area with prospective crude oil and/or natural gas reserves that
has the potential to be developed uniformly with repeatable commercial success due to advancements in horizontal drilling and
multi-stage fracturing technologies.

"Residue natural gas"—Natural gas remaining after natural gas liquids extraction.

"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.

"Standardized measure"—Discounted future net cash flows estimated by applying year-end prices to the estimated future
production of year-end proved reserves. Future cash inflows are reduced by estimated future production and development costs
based on period end costs to determine pre-tax cash inflows. Future income taxes, if applicable, are computed by applying the
statutory tax rate to the excess of pre-tax cash inflows over our tax basis in the oil and natural gas properties. Future net cash
inflows after income taxes are discounted using a 10% annual discount rate.

"Two stream"—Production or reserve volumes of oil and wet natural gas, where the natural gas liquids have not been
removed from the natural gas stream and the economic value of the natural gas liquids is included in the wellhead natural gas
price.

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

"Unit"—The joining of all or substantially all interests in a reservoir or field, rather than a single tract, to provide for
development and operation without regard to separate property interests. Also, the area covered by a unitization agreement.

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

"Wellhead natural gas"—Natural gas produced at or near the well.

4



"Working interest"—The right granted to the lessee of a property to explore for and to produce and own natural gas or
other minerals. The working interest owners bear the exploration, development and operating costs on either a cash, penalty or
carried basis.



CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Various statements contained in or incorporated by reference into this Annual Report on Form 10-K are forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the "Securities Act"), and Section 21E
of the Securities Exchange Act of 1934, as amended (the "Exchange Act"). These forward-looking statements include
statements, projections and estimates concerning our operations, performance, business strategy, oil and natural gas reserves,
drilling program capital expenditures, liquidity and capital resources, the timing and success of specific projects, outcomes and
effects of litigation, claims and disputes, derivative activities and potential financing. Forward-looking statements are generally
accompanied by words such as "estimate," "project,” "predict," "believe," "expect,” "anticipate," "potential," "could," "may,"
"will," "foresee," "plan," "goal," "should," "intend," "pursue," "target," "continue," "suggest" or other words that convey the
uncertainty of future events or outcomes. Forward-looking statements are not guarantees of performance. These statements are
based on certain assumptions and analyses made by us in light of our experience and our perception of historical trends, current
conditions and expected future developments as well as other factors we believe are appropriate under the circumstances.
Among the factors that significantly impact our business and could impact our business in the future are:

nn

» the ongoing instability and uncertainty in the U.S. and international financial and consumer markets that is adversely
affecting the liquidity available to us and our customers and is adversely affecting the demand for commodities,
including crude oil and natural gas;

»  volatility of oil and natural gas prices;

» the possible introduction of regulations that prohibit or restrict our ability to apply hydraulic fracturing to our oil and
natural gas wells;

»  discovery, estimation, development and replacement of oil and natural gas reserves, including our expectations that
estimates of our proved reserves will increase;

» competition in the oil and natural gas industry;

» availability and costs of drilling and production equipment, labor, and oil and natural gas processing and other
services;

*  drilling and operating risks, including risks related to hydraulic fracturing activities;

» risks related to the geographic concentration of our assets;

» changes in domestic and global demand for oil and natural gas;

» the availability of sufficient pipeline and transportation facilities and gathering and processing capacity;
* uncertainties about the estimates of our oil and natural gas reserves;

» changes in the regulatory environment and changes in international, legal, political, administrative or economic
conditions;

»  successful results from our identified drilling locations;

»  our ability to execute our strategies, including but not limited to our hedging strategies;

*  our ability to recruit and retain the qualified personnel necessary to operate our business;

*  our ability to comply with federal, state and local regulatory requirements;

» evolving industry standards and adverse changes in global economic, political and other conditions;

» restrictions contained in our debt agreements, including our senior secured credit facility and the indentures governing
our senior unsecured notes, as well as debt that could be incurred in the future;

*  our ability to access additional borrowing capacity under our senior secured credit facility or other means of providing
liquidity; and

» our ability to generate sufficient cash to service our indebtedness and to generate future profits.

These forward-looking statements involve a number of risks and uncertainties that could cause actual results to differ
materially from those suggested by the forward-looking statements. Forward-looking statements should, therefore, be
considered in light of various factors, including those set forth in this Annual Report on Form 10-K under "Item 1A. Risk
Factors," in "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations" and elsewhere
in this Annual Report on Form 10-K. In light of such risks and uncertainties, we caution you not to place undue reliance on
these forward-looking statements. These forward-looking statements speak only as of the date of this Annual Report, or if
earlier, as of the date they were made. We do not intend to, and disclaim any obligation to, update or revise any forward-
looking statements unless required by securities law.



Part1

In this Annual Report on Form 10-K, the consolidated and historical financial information, operational data and
reserve information for Laredo and our acquired subsidiary Broad Oak Energy, Inc. ("Broad Oak"), a Delaware corporation,
present the assets and liabilities of Laredo Petroleum Holdings, Inc., a Delaware corporation, and its subsidiaries and Broad
Oak at historical carrying values and their operations as if they were consolidated for all periods presented prior to July 1,
2011. Although the financial and other information is reported on a consolidated basis, such presentation is not necessarily
indicative of the results that would have been obtained if Laredo had owned and operated Broad Oak from its inception. See
Notes A and B in our audited consolidated financial statements included elsewhere in this Annual Report on Form 10-K for
more information.

Item 1. Business

Overview

nn nn

Laredo Petroleum Holdings, Inc. (together with its consolidated subsidiaries, "Laredo," "we," "us," "our" or
"Company") is an independent energy company focused on the exploration, development and acquisition of oil and natural gas
primarily in the Permian and Mid-Continent regions of the United States. The oil and liquids-rich Permian Basin in West Texas
and the liquids-rich Anadarko Granite Wash in the Texas Panhandle and Western Oklahoma are characterized by multiple target
horizons, extensive production histories, long-lived reserves, high drilling success rates and high initial production rates. As of
December 31, 2012, we had assembled 203,549 net acres in the Permian Basin and 37,322 net acres in the Anadarko Granite
Wash and had proved reserves, presented on a two-stream basis, of 188,632 MBOE.

Our primary exploration and production fairway in the Permian Basin is centered on the eastern side of the basin
approximately 35 miles east of Midland, Texas and extends approximately 20 miles wide (east/west) and approximately
85 miles long (north/south) in Glasscock, Howard, Reagan and Sterling counties, and is referred to in this Annual Report on
Form 10-K as the "Permian-Garden City" area. As of December 31, 2012, we held approximately 145,800 net acres in more
than 300 sections in the Permian-Garden City area, with an average working interest of approximately 92% in all producing
wells.

Subsequent to December 31, 2012, we announced we are exploring options to potentially divest certain assets located
outside the Permian Basin. These assets consist of our Anadarko Granite Wash properties (approximately 11% of our estimated
net proved reserves as of year-end), as well as properties owned in the Central Texas Panhandle (Hansford, Hutchinson,
Ochiltree and Roberts counties in Texas) and the Eastern Anadarko Basin (Caddo, Grady and Comanche counties in Oklahoma)
(collectively, approximately 4% of our estimated net proved reserves at such time). There can be no assurance that the
divestiture of any assets will be completed.

We believe our acreage in the Permian-Garden City area is a resource play for the Wolfberry interval, comprised of
multiple producing formations, including the initial four identified shale zones targeted for horizontal drilling (Upper, Middle
and Lower Wolfcamp and Cline shales). From our inception through December 31, 2012, we have drilled and completed 60
horizontal wells in these four target zones, and more than 725 vertical wells in the Wolfberry interval. We have completed 34
horizontal Cline wells, 23 horizontal Upper Wolfcamp wells, two horizontal Middle Wolfcamp wells and one horizontal Lower
Wolfcamp well. Our recent horizontal activity has moved toward drilling longer laterals (typically approximately 7,000 to
7,500 feet) and increased frac density (typically 25 to 28 stages) as we continue the optimization of our completion techniques.
Because we drilled a mixture of long (characterized as greater than 6,000 feet) and short laterals in our 2012 horizontal drilling
programs and tested various distances between frac stages, we normalized the reporting of production results for these wells by
analyzing the production per frac stage presented on a two-stream basis. The average daily rate per stage for the peak 30-day
production period for the 20 horizontal Upper Wolfcamp wells that were drilled and completed in 2012 was 28 BOE/D per frac
stage. The average daily rate per stage for the peak 30-day production period for the 12 horizontal Cline wells that were drilled
and completed in 2012, was 29 BOE/D per frac stage. The same measurement of peak 30-day production for the two Middle
Wolfcamp horizontal wells averaged 34 BOE/D per frac stage and the one Lower Wolfcamp horizontal well averaged 27 BOE/
D per frac stage.

We believe we have proved the commercial production viability in all four horizontal zones as of December 31, 2012,
including the economic horizontal development potential of the Cline and Upper Wolfcamp shales on approximately 70,000 net
acres and 60,000 net acres, respectively, of our Permian-Garden City acreage, as well as our entire acreage position for deep
vertical development. We further believe that additional drilling results through February 28, 2013, coupled with our technical
data and well performance, have enabled us to confirm the development potential of additional acreage in all four zones. As a
result, we believe we have confirmed the horizontal development potential for the equivalent of 360,000 net acres in the four
zones which includes 80,000 net acres in the Upper Wolfcamp, 80,000 net acres in the Middle Wolfcamp, 73,000 net acres in
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the Lower Wolfcamp and 127,000 net acres in the Cline shale as of February 28, 2013.

Going forward, we plan to continue drilling and collecting technical data across our Permian-Garden City acreage, as
reflected in our 2013 capital drilling budget allocation. As a result, we expect our Permian-Garden City acreage will be the
primary driver of our reserves, production and cash flow growth for the foreseeable future.

Our Anadarko Granite Wash play extends within a large area in the western part of the Anadarko Basin in Hemphill
County, Texas and Roger Mills County, Oklahoma. Currently, we are drilling horizontal opportunities targeting the liquids-rich
natural gas of the Granite Wash formation. The Granite Wash is a conventional play requiring geologic and engineering
expertise and precise drilling techniques to ensure maximum production per well.

Laredo was founded in October 2006 by our Chairman and Chief Executive Officer Randy A. Foutch, who was later
joined by other members of our management team, many of whom have worked together for a decade or more. Prior to
founding Laredo, Mr. Foutch and members of our management team successfully formed, built and sold three private oil and
natural gas companies, all of which were focused on the same general areas of the Permian and Mid-Continent regions in which
Laredo currently operates. All of these companies executed the same fundamental business strategy employed by Laredo in the
same general operating areas and created significant economic growth in reserves, production and cash flow.

In December 2011, we completed a Corporate Reorganization and IPO. See "—Corporate history and structure."

Since our inception, we have rapidly grown our reserves, production and cash flow through both our drilling program
and strategic acquisitions, including our July 2011 acquisition of Broad Oak. Our net proved reserves were estimated at
188,632 MBOE as of December 31, 2012, of which 43% were classified as proved developed reserves, and 52% are attributed
to oil reserves. Our reserves and production are reported in two streams: crude oil and liquids-rich natural gas. The economic
value of the natural gas liquids in our natural gas is included in the wellhead natural gas price. In this Annual Report on Form
10-K, the information presented with respect to our estimated proved reserves has been prepared by Ryder Scott Company, L.P.
("Ryder Scott"), our independent reserve engineers, in accordance with the rules and regulations of the Securities and Exchange
Commission ("SEC") applicable to the periods presented.

The following table summarizes our total estimated net proved reserves presented on a two-stream basis, net acreage
and producing wells as of December 31, 2012, and average daily production presented on a two-stream basis for the year ended
December 31, 2012. Based on estimates in the report prepared by Ryder Scott, we operate wells that represent approximately
95% of the value of our proved developed oil and natural gas reserves as of December 31, 2012.

At December 31, 2012

Year ended

Estimated net Producing December 31. 2012
proved reserves"® wells e;sreraege dz;il
% of Net production(s‘{
MBOE total reserves % Oil acreage Gross Net (BOE/D)

Permian 160,028 85% 60% 203,549 869 799 20,618
Anadarko Granite Wash 20,172 11% 6% 37,322 191 142 7,875
Other Areas” 8,416 4% 4% 67223 349 176 2,341
New Ventures"® 16 —%  100% 113,343 2 2 40
Total 188,632 100% 52% 421,437 1,411 1,119 30,874

(1)  Our estimated net proved reserves were prepared by Ryder Scott, and presented on a two-stream basis as of
December 31, 2012 and are based on reference oil and natural gas prices. In accordance with applicable rules of
the SEC, the reference oil and natural gas prices are derived from the 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. The reference prices were $91.21
per Bbl for oil and $2.63 per MMBtu for natural gas for the 12 months ended December 31, 2012.

(2) Because our reserves are reported in two streams, the economic value of the natural gas liquids in our natural gas
is included in the wellhead natural gas price. The reference prices referred to above that were utilized in the
December 31, 2012 reserve report prepared by Ryder Scott are adjusted for natural gas liquids content, quality,
transportation fees, geographical differentials, marketing bonuses or deductions and other factors affecting the
price received at the wellhead. The adjusted reference prices were $5.97 per Mcf in the Permian area and $3.21
per Mcf in the Anadarko Granite Wash area.

(3) Our average daily production volumes are reported in two streams: crude oil and liquids-rich natural gas. The
economic value of the natural gas liquids in our natural gas is included in the wellhead natural gas price.
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(4) Includes our acreage in the gas prone Eastern Anadarko (22,602 net acres) and Central Texas Panhandle (44,621
net acres).

(5) Estimated net proved reserves of 16 MBOE are in 88,728 net acres in the Dalhart Basin, which is an exploration
effort targeting liquids-rich formations that are less than 7,000 feet in depth and 24,615 net acres in other New
Ventures. See "—New ventures."

Our net average daily production for the year ended December 31, 2012 was 30,874 BOE/D, 42% of which was oil
and 58% of which was primarily liquids-rich natural gas. Our drilling activity has been and is expected to continue to be
focused on oil opportunities in the Permian Basin.

In 2012, we increased our horizontal drilling activities in both the Permian Basin and the Anadarko Granite Wash. As
of December 31, 2012, we had completed 60 gross horizontal Wolfcamp and Cline shale wells in the Permian and 25 gross
horizontal Granite Wash wells. The Permian Basin horizontal drilling program comprises an extensive, multi-year, multiple-
zone inventory of exploratory and development opportunities.

Approximately 89% of our planned drilling capital for 2013 is budgeted to be invested in the Permian Basin. We
anticipate that we will continue to drill deep vertical wells for purposes of further delineating our Permian Basin acreage and
holding all desired zones on such acreage. We are increasingly allocating a greater percentage of both capital and human
resources towards our horizontal drilling activity, which generally produces even more attractive economics than our vertical
program.

We maintain a financial profile that provides operational flexibility. At December 31, 2012, we had approximately
$660 million available for borrowings on our senior secured credit facility and total debt of approximately $1.2 billion, of
which $165 million was outstanding under our senior secured credit facility. Our total debt, less available cash on the balance
sheet, was approximately 2.6 times our Adjusted EBITDA (a non-GAAP financial measure, see "Selected Historical Financial
Data—Non-GAAP financial measures and reconciliations") for the year ended December 31, 2012. We believe that our
operating cash flow and the aforementioned liquidity sources provide us with the capability to implement our planned
exploration and development activities as well as the ability to accelerate our capital program, if deemed appropriate. We use
derivative financial instruments to reduce exposure to fluctuations in the prices of oil and natural gas. By removing a
significant portion of the price volatility associated with future production, we expect to mitigate, but not eliminate, the
potential effects of variability in cash flows from operations due to fluctuations in commodity prices.

At December 31, 2012, we had a total of 14 operated drilling rigs working. Ten of those rigs were working on our
properties in the Permian-Garden City area, consisting of six rigs drilling vertical wells and four rigs drilling horizontal wells.
Three rigs were working on our properties in the Anadarko Granite Wash, all drilling horizontal wells. Additionally, one rig was
drilling an exploratory well in our Permian-China Grove area, which is described below.

We have assembled a multi-year inventory of development drilling and exploitation projects as a result of our early
acquisition of technical data, early establishment of significant concentrated acreage positions and successful exploratory
drilling. Our drilling programs are focused primarily on oil opportunities in the Permian Basin.

We carefully assess and monitor many factors in our drilling and exploration projects. Our drilling activities in areas
containing extensive historical industry activity have enabled us to determine whether a prospective reservoir underlies our
acreage position, and whether it can be defined both vertically and horizontally. We use a number of proven mapping
techniques to understand the physical extent of the targeted reservoir. This includes 2D and 3D seismic data, as well as Laredo-
owned and historical public well databases (which in the Permian Basin may extend back more than 80 years and in the
Anadarko Basin approximately 50 years). We also utilize our laboratory and field derived data from whole cores, sidewall
cores, well cuttings, mudlogs and open-hole well logs to understand the petrophysics of the rock characteristics prior to the
commencement of any completion operations. Finally, after defining the reservoir, our engineers utilize their technical expertise
to develop completion programs that we believe will maximize the amount of hydrocarbons that can be economically
recovered. As more wells are completed in the targeted reservoir and additional data becomes available, the process is further
refined. Based on these and other factors, we consider our acreage to be "de-risked" (i.e., having reduced the risk and
uncertainty associated therewith) when we believe we have established the ability to commercially produce from a certain area.

In the Permian-Garden City area, the vertical Wolfberry interval, comprised of multiple producing formations,
including the Wolfcamp and Cline shale formations targeted for horizontal drilling in four zones (Upper, Middle and Lower
Wolfcamp and Cline shales), is considered a resource play. While the vertical component of the drilling program will continue,
our emphasis is now centered on bringing forward the upside potential in the Wolfcamp and Cline shales in our Permian-
Garden City acreage through horizontal drilling. As resource plays, the mapping of the gross interval for each of the producing
formations underlying a majority of our acreage position is the primary factor in identifying our potential drilling locations. In
the general region and immediately around our acreage position, publicly available well data exists from a significant number
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of vertical wells (in excess of several thousand for the Wolfcamp and Cline shales alone) that allows us to better define the
potential areal extent of each of the producing intervals. In addition to the publicly available well data, we have also
incorporated our internally generated information from cores, 3D seismic, open-hole logging, production and reservoir
engineering data into defining the extent of the targeted formations, the ability of such formations to produce commercial
quantities of hydrocarbons, and the viability of the potential locations. We are refining a development plan for a portion of our
Permian-Garden City area in order to minimize costs and maximize recoveries and expect to begin its implementation in 2013
commencing with pilot programs.

Capitalizing on our extensive technical database developed in the Permian-Garden City area, we are currently testing a
Cline shale exploratory concept on our Permian-China Grove acreage, located primarily in Mitchell county in Texas, which is
referred to in this Annual Report on Form 10-K as the "Permian-China Grove" area.

In the Anadarko Basin, the Granite Wash horizontal potential locations have been identified through a series of
detailed maps which we have internally generated based on an extensive geological and engineering database. Information
incorporated into this process includes our own proprietary information as well as industry data available in the public domain.
Specifically, open-hole logging data, production statistics from operated and non-operated wells and petrophysical data
describing the reservoir rock as derived from cores we recovered during our drilling operations have been captured and worked.

In both the Permian and Anadarko drilling programs, the timing of drilling the potential locations is influenced by
several factors, including commodity prices, capital requirements, the Texas Railroad Commission ("RRC") well-spacing
requirements and the continuation of the positive results from our ongoing development drilling program.

Corporate history and structure

Laredo Petroleum Holdings, Inc. was incorporated in August 2011 pursuant to the laws of the State of Delaware for
purposes of a corporate reorganization and initial public offering ("IPO"). The corporate reorganization, pursuant to which
Laredo Petroleum, LLC was merged with and into Laredo Petroleum Holdings, Inc., with Laredo Petroleum Holdings, Inc.
surviving the merger, was completed on December 19, 2011 (the "Corporate Reorganization"). Laredo Petroleum, LLC was
formed in 2007 pursuant to the laws of the State of Delaware by affiliates of Warburg Pincus LLC ("Warburg Pincus"), our
institutional investor, and the management of Laredo Petroleum, Inc., which was founded in 2006 by Randy A. Foutch, our
Chairman and Chief Executive Officer, to acquire, develop and operate oil and natural gas properties in the Permian and Mid-
Continent regions of the United States. In the Corporate Reorganization, all of the outstanding preferred equity interests and
certain of the incentive equity interests in Laredo Petroleum, LLC were exchanged for shares of common stock of Laredo
Petroleum Holdings, Inc. Laredo Petroleum Holdings, Inc. completed an IPO of its common stock on December 20, 2011. Our
business continues to be conducted through Laredo Petroleum, Inc., a wholly-owned subsidiary of Laredo Petroleum Holdings,
Inc., and through Laredo Petroleum Inc.'s subsidiaries. As of December 31, 2012, Warburg Pincus owned approximately 68%
of our common stock. The Corporate Reorganization and IPO are discussed in Note A in our audited consolidated financial
statements included elsewhere in this Annual Report on Form 10-K.

Laredo Petroleum, Inc. is also the borrower under our senior secured credit facility as well as the issuer of our $550
million 9 1/2% senior unsecured notes due 2019 (the "2019 senior unsecured notes") issued in January and October 2011 and
our $500 million 7 3/8% senior unsecured notes due 2022 issued in April 2012 (the "2022 senior unsecured notes"). We refer to
the 2019 senior unsecured notes and the 2022 senior unsecured notes collectively as the "senior unsecured notes." Laredo
Petroleum Holdings, Inc. and all of its subsidiaries (other than Laredo Petroleum, Inc.) are guarantors of the obligations under
our senior secured credit facility and senior unsecured notes.

On July 1, 2011, we completed the acquisition of Broad Oak, which became a wholly-owned subsidiary of Laredo
Petroleum, Inc. Broad Oak was formed in 2006 with financial support from its management and Warburg Pincus. On July 19,
2011, we changed the name of Broad Oak to Laredo Petroleum—Dallas, Inc.

Our business strategy

Our goal is to enhance stockholder value by economically growing our reserves, production and cash flow by
executing the following strategy:

Grow reserves, production and cash flow. As of December 31, 2012, we had approximately 145,800 net acres in
the Permian-Garden City area and had de-risked approximately 60,000 net acres for horizontal Upper Wolfcamp drilling and
approximately 70,000 net acres for horizontal Cline drilling. We are continuing to de-risk the remaining acreage for these zones
as well as the entire acreage position for additional horizontal Middle and Lower Wolfcamp development. We are leveraging
the knowledge and data we have accumulated in this area and have begun to apply it to our Permian-China Grove acreage,
targeting the Cline shale, which we believe is similar to that in our Permian-Garden City area. We believe the opportunities
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afforded in both of our Permian areas as well as the Anadarko Granite Wash will support consistent, predictable, annual growth
in reserves, production and cash flow.

Implement a development plan for our Permian-Garden City acreage. We expect our Permian-Garden City
acreage will be the primary driver of our reserves, production and cash flow growth for the foreseeable future. As a result of
our technical data and the performance of our 34 horizontal Cline wells and 23 horizontal Upper Wolfcamp wells, we believe
we had confirmed the horizontal development potential of the Cline and Upper Wolfcamp shales on approximately 70,000 net
acres and 60,000 net acres, respectively, of our Permian-Garden City acreage as of the end of 2012. Based on additional drilling
results through February 28, 2013, coupled with our technical data and well performance, we believe we have confirmed the
vertical development potential of our entire Permian-Garden City acreage position and the equivalent of 360,000 net acres for
horizontal development. We further believe this de-risked acreage position (as described below) provides a multi-year
development inventory to support consistent growth of reserves and production. We are creating an implementation plan to
systematically and efficiently develop this acreage position as a resource play. This plan also provides flexibility to include
development of additional acreage for both the Upper Wolfcamp and Cline, as well as development of the Middle and Lower
Wolfcamp zones as we continue to further de-risk these zones and our remaining Permian-Garden City acreage. Going forward,
we plan to continue drilling and collecting technical data across our Permian-Garden City acreage position, as reflected in our
2013 capital budget allocation.

Capitalize on technical expertise and database. 'We are leveraging our operating and technical expertise to further
delineate our core acreage positions. Through the utilization of an extensive technical petrophysical database, a vertical drilling
program covering a majority of our core acreage position, numerous vertical single zone tests in our horizontal targets, and the
production data from the 60 completed horizontal wells in all three Wolfcamp zones and the Cline shale in the Permian-Garden
City area, we believe we have de-risked a significant portion of such acreage. We are further capitalizing on this data and
expertise through our acreage acquisition and activities in our Permian-China Grove area.

We intend to continue to make upfront investments in technology to understand the geology, geophysics and reservoir
parameters of the rock formations that define our exploration and development programs. Through comprehensive coring
programs, acquisition and evaluation of high-quality 3D seismic data and advance logging/simulation technologies, we expect
to continue to both economically de-risk our remaining property sets to the extent possible before committing to a drilling
program, and assist in the evaluation of emerging opportunities.

Enhance returns through prudent capital allocation, optimization of our development program and continued
improvements in operational and cost efficiencies. In the current commodity price environment, we have directed our capital
spending toward oil and liquids-rich drilling opportunities that provide attractive returns. We believe by emphasizing our
horizontal program, we can increase the efficiency of our resource recovery in the multiple vertically stacked producing
horizons on our acreage in our Permian-Garden City area. We are refining a development plan for a portion of our Permian-
Garden City area in order to minimize costs and maximize recoveries. We expect to begin implementing this plan in 2013
commencing with pilot programs to test optimal spacing of the laterals, both vertically and horizontally, in the four initial zones
targeted for horizontal development. In 2012, we began and are now continuing to drill longer laterals with increased density of
frac stages to enhance the cost-efficient recovery of our resource potential. In addition, horizontal drilling may be economic in
areas where vertical drilling is currently not economical or logistically viable. We will continue to utilize our deep vertical
drilling program to continue to de-risk additional acreage for all zones. Our management team is focused on continuous
improvement of our operating practices and has significant experience in successfully converting exploration programs into
cost-efficient development projects. Operational control allows us to more effectively manage operating costs, the pace of
development activities, technical applications, the gathering and marketing of our production and capital allocation.

Evaluate and pursue value-enhancing acquisitions, mergers, joint ventures and divestitures. While we believe our
multi-year inventory of potential drilling locations provides us with significant growth opportunities, we continue to evaluate
strategically compelling asset acquisitions, mergers, joint ventures and divestitures. Any transaction we pursue will either
generally complement our asset base, provide an anticipated competitive economic proposition relative to our existing
opportunities or market conditions, or provide an avenue to accelerate the development of our potentially higher return acreage
and maximize the value of the total Company.

Proactively manage risk to limit downside. 'We continually monitor and control our business and operating risks
through various risk management practices, including maintaining a flexible financial profile, making upfront investment in
research and development as well as data acquisition, owning and operating our natural gas gathering systems with multiple
sales outlets, minimizing long-term contracts, maintaining an active commodity hedging program and employing prudent
safety and environmental practices.
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Our competitive strengths
We have a number of competitive strengths that we believe will help us to successfully execute our business strategy:

Significant de-risked Permian Basin acreage position and multi-year drilling inventory. From our inception in
2006 through December 31, 2012, we have completed more than 725 gross vertical and 60 gross horizontal wells with a
success rate of approximately 99%. Sixty of our gross horizontal wells have been drilled and completed in our current four
targeted zones. Based on this drilling success, coupled with our technical data, we believe we have confirmed the horizontal
development potential of the Cline and Upper Wolfcamp shales on approximately 70,000 and 60,000 net acres, respectively, of
our Permian-Garden City acreage, as well as our entire acreage position for deep vertical development as of December 31,
2012. Based on additional drilling results through February 28, 2013, coupled with our technical data and well performance, we
believe we have confirmed the development potential of additional acreage in all four zones. As a result, we believe we have
confirmed the horizontal development potential of the equivalent of 360,000 net acres in the four zones that includes 80,000 net
acres in the Upper Wolfcamp, 80,000 net acres in the Middle Wolfcamp, 73,000 net acres in the Lower Wolfcamp and 127,000
net acres in the Cline shale as of February 28, 2013. We believe our Anadarko Granite Wash acreage has also been significantly
de-risked through our focus on data-rich, mature producing basins with well studied geology, past drilling activity, engineering
practices and concentrated operations, combined with our use of new technologies. We believe these locations provide a multi-
year drilling inventory supporting future growth in reserves, production and cash flow.

Extensive Permian technical database and expertise. 'We have made a substantial upfront investment to understand
the geology, geophysics and reservoir parameters of the rock formations that define our exploration and development programs.
We have a large library of data that is applicable to our Permian-Garden City acreage base that includes approximately 800
square miles of proprietary/licensed 3D seismic data, 130 proprietary petrophysical logs and more than 13,500 historical open-
hole logs. On our Permian-Garden City acreage, we have 11 whole cores and more than 300 sidewall cores in our four
horizontal target zones. We have correlated this data across our Permian-Garden City acreage with more than 725 gross vertical
and 60 gross horizontal wells. Our management team has extensive industry experience. Each of Mr. Foutch's previous
companies focused on the same general areas of the Permian and Anadarko Basins in which Laredo currently operates. Most
members of our senior management team have more than twenty years of experience and knowledge directly associated with
our current primary operating areas. As of December 31, 2012, approximately 45% of our full-time staff are experienced
technical employees, including 28 engineers, 18 geoscientists, 19 landmen and 56 technical support staff.

Significant operational control. 'We operate wells that represent approximately 95% of the value of our proved
developed reserves as of December 31, 2012, based on a report prepared by Ryder Scott. We believe that maintaining operating
control permits us to better pursue our strategies of enhancing returns through operational and cost efficiencies and maximizing
ultimate hydrocarbon recoveries from mature producing basins through reservoir analysis and evaluation and continuous
improvement of drilling, completion and stimulation techniques. We expect to maintain operating control over most of our
potential drilling locations.

Owned gathering infrastructure. Our wholly-owned subsidiary, Laredo Gas Services, LLC, had more than
360 miles of pipeline in our natural gas gathering systems in the Permian and Anadarko Basins as of December 31, 2012. These
systems and flow lines provide greater operational efficiency and lower differentials for our natural gas production in our
liquids-rich Permian and Anadarko Granite Wash plays and enable us to coordinate our activities to connect our wells to market
upon completion with minimal days waiting on pipeline. Additionally, on a portion of our production, this provides us with
multiple sales outlets through interconnecting pipelines, potentially minimizing the risks of both shut-ins awaiting pipeline
connection and curtailment by downstream pipelines. We continue to expand this concept in the Permian-Garden City area by
building out our crude oil transportation infrastructure in order to attempt to minimize the risks of shut-in or curtailment. We
have constructed a crude oil truck station in Glasscock County, Texas, are building a second truck station and have completed
the design work for a crude oil gathering system in Reagan County, Texas.

Financial strength and flexibility. We maintain a financial profile that provides operational flexibility. At December
31, 2012, we had approximately $660 million available for borrowings on our senior secured credit facility and total debt of
approximately $1.2 billion, of which $165 million was outstanding on our senior secured credit facility. Our total debt, less
available cash on the balance sheet, was approximately 2.6 times our Adjusted EBITDA (a non-GAAP financial measure, see
"Selected Historical Financial Data—Non-GAAP financial measures and reconciliations") for the year ended December 31,
2012. We believe that our operating cash flow and the aforementioned liquidity sources provide us with the ability to
implement our planned exploration and development activities and accelerate our capital program, if deemed appropriate. We
use derivative financial instruments to reduce exposure to fluctuations in the prices of oil and natural gas. By removing a
portion of the price volatility associated with future production, we expect to mitigate, but not eliminate, the potential volatility
in cash flows from operations due to fluctuations in commodity prices.
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Strong corporate governance and institutional investor support. Our board of directors is well qualified and
represents a meaningful resource to our management team. Our board, which is comprised of Laredo management and
representatives of Warburg Pincus, our institutional investor, as well as independent individuals, has extensive oil and natural
gas industry and general business expertise. We actively engage our board of directors on a regular basis for their expertise on
strategic, financial, governance and risk management activities. In addition, Warburg Pincus has many years of relevant
experience in financing and supporting exploration and production companies and management teams. During the last two
decades, Warburg Pincus has been the lead investor in dozens of such companies, including Broad Oak and two previous
companies operated by members of our management team.

Focus areas

We focus on developing a balanced inventory of quality drilling opportunities that provide us with the operational
flexibility to economically develop and produce oil and natural gas reserves from conventional and unconventional formations.
Our properties are currently located in the prolific Permian and Mid-Continent regions of the United States, where we leverage
our experience and knowledge to identify, exploit and acquire additional upside potential. We have been successful in
delivering repeatable results through internally generated vertical and horizontal drilling programs. We expect our Permian-
Garden City acreage, which is characterized by a higher oil content, to be the primary driver of our reserves, production and
cash flow growth for the foreseeable future and as discussed above, we are exploring opportunities to divest our non-Permian
Basin assets.

Permian Basin

The oil and liquids-rich Permian Basin, located in West Texas and Southeastern New Mexico, where we have
assembled 203,549 net acres as of December 31, 2012, is one of the most prolific onshore oil and natural gas producing regions
in the United States. It is characterized by an extensive production history, mature infrastructure, long reserve life and
hydrocarbon potential in multiple intervals. Our primary production and exploitation fairway (Permian-Garden City area) is
centered on the eastern side of the basin approximately 35 miles east of Midland, Texas and extends approximately 20 miles
wide (east/west) and approximately 85 miles long (north/south) in Howard, Glasscock, Reagan and Sterling counties. As of
December 31, 2012, we held approximately 145,800 net acres in more than 300 sections in the Permian-Garden City area with
an average working interest of approximately 92% in all producing wells. In addition, as of December 31, 2012, we held
approximately 57,750 net acres in the Permian-China Grove area, primarily in Mitchell county, where we are focusing
additional exploration activities.

At the beginning of 2012, our drilling efforts were primarily defined by a vertical Wolfberry program, supplemented
with horizontal wells initially focused in the Cline shale. We believe that our acreage in the Permian-Garden City can be
produced horizontally, with even stronger economic results, across both the Wolfcamp and Cline shale formations. Within the
Wolfcamp, we have three distinct zones; the Upper, Middle and Lower Wolfcamp shales, which together with the Cline shale
provide four horizontal targets. During 2012 we drilled and completed 35 horizontal wells confirming production and attractive
returns from all four zones. Today, we are increasing our drilling focus towards a horizontal development and exploitation
program supported by vertical wells that help us define the horizontal targets.

Our proprietary and industry data includes approximately 800 square miles of proprietary/licensed 3D seismic, 11
whole and more than 300 sidewall cores, 23 single-zone tests, more than 130 proprietary petrophysical logs, greater than
13,500 open-hole logs, and 60 completed horizontal wells in the four zones we are currently targeting, providing extensive
production and reservoir engineering data as of December 31, 2012. From our analysis of this data, we believe each of these
zones has the potential to be a stand-alone resource play with significant areal extent, the ability to produce commercial
quantities of hydrocarbons and the viability of repeatable well performance from multiple potential locations. Based on our
analysis, we also believe the Wolfcamp and Cline shales exhibit similar petrophysical attributes to other large, domestic oil and
liquids-rich shale plays, such as the Eagle Ford and Bakken shale plays.

The Wolfcamp shale resource play

The Wolfcamp shale continues to be a focus of active drilling by the industry and is encountered at depths ranging
from 7,000 to 9,000 feet under our Permian-Garden City acreage. We have been able to further define the gross Wolfcamp
shale formation into three discernible zones: the Upper, Middle and Lower Wolfcamp. Under our Permian-Garden City
acreage, each of these zones ranges in thickness between 300 and 600 feet. Based on our proprietary data and analysis, we
believe we have confirmed that all three Wolfcamp zones share many similar petrophysical and production attributes.

As of December 31, 2012, we had successfully drilled and completed 23 horizontal wells in the Upper Wolfcamp, two
horizontal wells in the Middle Wolfcamp and one horizontal well in the Lower Wolfcamp. The initial production results from
these Middle and Lower Wolfcamp zones appear comparable to our Upper Wolfcamp completions.
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Upper Wolfcamp. As of December 31, 2012, we estimated that approximately 60,000 net acres of our Permian-
Garden City area had been de-risked for horizontal Upper Wolfcamp development. As of February 28, 2013, we estimated that
an additional 20,000 net acres had been de-risked, totaling 80,000 net acres in the Permian-Garden City area. In the Upper
Wolfcamp, we have identified a facies change progressing from west to east across our acreage, with the shale becoming
increasingly carbonate. To date we have drilled and completed more wells in the southern third of our de-risked Upper
Wolfcamp acreage, while continuing to explore and develop the entire area.

Middle and Lower Wolfcamp. In the Middle and Lower Wolfcamp, we continue to expand our evaluation efforts
over our acreage. Production from our vertical drilling program has confirmed that both the Middle and Lower Wolfcamp zones
underlie the majority of our acreage. As with the Upper Wolfcamp, there appears to be a similar facies change in these zones.
As of December 31, 2012, we had completed two horizontal wells in the Middle Wolfcamp zone and one horizontal well in the
Lower Wolfcamp zone. As of February 28, 2013, we estimated that approximately 80,000 net acres in the Middle Wolfcamp
and 73,000 net acres in the Lower Wolfcamp had been de-risked for horizontal development. Through the combination of our
drilling activities, the initial production results from these wells and our extensive technical database, we will continue our
efforts to fully evaluate the potential of both the Middle and Lower Wolfcamp over our whole Permian-Garden City acreage
position.

The Cline shale resource play

As of December 31, 2012, we estimated that approximately 70,000 net acres of our Permian-Garden City area had
been de-risked for horizontal Cline development. As of February 28, 2013, we estimated that an additional 57,000 net acres
had been de-risked, totaling 127,000 net acres in the Permian-Garden City area. In 2012 we successfully drilled and completed
12 horizontal wells in the Cline shale.

We first recognized the potential of the Cline shale in 2008, took our first Cline cores in 2009 and drilled our first
horizontal well in the formation in early 2010. We are moving into the horizontal development phase of this identified acreage.
We believe the petrophysical data indicates this is a repeatable economic resource play, and we continue to delineate and define
the Cline potential on our remaining Permian-Garden City acreage. Industry activity relative to the Cline shale has also been
initiated with several horizontal wells being drilled and/or permitted immediately north and east of our Permian-Garden City
acreage position.

The Cline shale is encountered at a depth of approximately 9,000 to 9,500 feet in our Permian-Garden City acreage.
Our proprietary petrophysical data indicates that the Cline is a laterally extensive, high-quality, over-pressured source rock with
an abundance of oil-prone organic matter and high generation potential. Cline conventional cores contain numerous vertical
extension fractures that are partially open, significantly enhancing system permeability over the matrix. Multiple thermal
maturity indices show the Cline to be in a "peak liquids" stage in the late oil to early gas/condensate window. As our drilling
and data acquisition programs progress, we are beginning to define those areas that show commonality in terms of reservoir
type, quality and repeatability.

We intend to leverage the knowledge and database we have accumulated from our development of our Permian-
Garden City area and apply it to our Permian-China Grove area that we also believe is prospective for the Cline shale. As of
December 31, 2012, we held approximately 57,750 net acres in this area, primarily in Mitchell County, Texas, and at the end of
2012 were drilling and completing our first vertical and horizontal wells to begin defining the potential upside of this acreage.

Anadarko Granite Wash

Straddling the Texas/Oklahoma state line, our Granite Wash play extends across a large area in the western part of the
Anadarko Basin. As of December 31, 2012, we held 37,322 net acres in Hemphill County, Texas and Roger Mills County,
Oklahoma. Currently, we are drilling only horizontal opportunities targeting the liquids-rich Granite Wash formation. By
utilizing the whole core data we obtained early in the exploration process, the subsurface information from our vertical wells
(and others drilled by industry), and enhanced logging interpretation techniques, we have been able to develop a detailed
regional geologic depositional and engineering understanding of the Granite Wash.

Several of the targeted intervals in the Granite Wash are now being developed in a repeatable economic drilling
program. The Granite Wash is a conventional play that requires drilling to be done "surgically" to insure that each lateral
penetrates the maximum amount of pay in each defined porosity fairway. We continue our exploration efforts by defining
additional porosity trends in both deeper and shallower Granite Wash zones, utilizing our large open-hole log database and in-
house petrophysical expertise.
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Other areas

As of December 31, 2012, we held 44,621 net acres in the Central Texas Panhandle where our operations are currently
conducted through our joint venture with ExxonMobil. The prospective zones in this area are relatively shallow (less than
9,500 feet), with a majority being predominately natural gas.

As of December 31, 2012, we held 22,602 net acres in the eastern end of the Anadarko Basin, in Caddo, Grady and
Comanche counties, Oklahoma. There are multiple targets to drill in this area, varying in depth between 8,000 feet and
22,000 feet, which are predominantly dry natural gas.

These areas, which we refer to as our "Other Areas", represent approximately 8% of our year ended December 31,
2012 production and approximately 4% of our estimated proved reserves as of December 31, 2012.

New Ventures

In addition to our Permian and Anadarko Granite Wash plays, we continue to evaluate new opportunities in other areas
within our core operating regions, which we refer to as our "New Ventures."

The Dalhart Basin is located on the western side of the Texas Panhandle. As of December 31, 2012, we held 88,728
net acres in the Dalhart Basin. Our current exploration activity in this area is concentrated around liquids-rich shale plays that
may underlie a significant portion of the entire area. Targeted intervals are considered oil plays at depths of less than 7,000 feet.
As of December 31, 2012, we have drilled four gross wells, three vertical and one horizontal in the Dalhart Basin.

In addition, as of December 31, 2012, we held approximately 24,615 net acres in other New Venture areas.
Our operations
Estimated proved reserves

Our reserves are reported in two streams: crude oil and liquids-rich natural gas. The economic value of the natural gas
liquids in our natural gas is included in the wellhead natural gas price. In this Annual Report on Form 10-K, the information
with respect to our estimated proved reserves presented below has been prepared by Ryder Scott, our independent reserve
engineers, in accordance with the rules and regulations of the SEC applicable to the periods presented. Our net proved reserves
were estimated at 188,632 MBOE as of December 31, 2012, of which 43% were classified as proved developed reserves, and
52% are attributable to oil reserves. The following table presents summary data for each of our core operating areas as of
December 31, 2012. Our estimated proved reserves at December 31, 2012 assume our ability to fund the capital costs necessary
for their development and are affected by pricing assumptions. In addition, we may not be able to raise the amounts of capital
that would be necessary to drill a substantial portion of our proved undeveloped reserves. See "Item 1A. Risk Factors—Risks
related to our business—Estimating reserves and future net revenues involves uncertainties. Decreases in oil and natural gas
prices, or negative revisions to reserve estimates or assumptions as to future oil and natural gas prices, may lead to decreased
earnings, losses or impairment of oil and natural gas assets".

At December 31, 2012
Proved reserves

(MBOE) % of total
Area:
Permian Basin 160,028 85%
Anadarko Granite Wash 20,172 11%
Other Areas'" 8,416 4%
New Ventures? 16 —%
Total 188,632 100%

(1) Includes Eastern Anadarko and Central Texas Panhandle.
(2) Includes Dalhart Basin and other New Ventures.
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The following table sets forth more information regarding our estimated proved reserves at December 31, 2012 and
2011. Ryder Scott, our independent reserve engineers, estimated 100% of our proved reserves at December 31, 2012 and
December 31, 2011. The reserve estimates at December 31, 2012 and 2011 were prepared in accordance with the SEC's rules
regarding oil and natural gas reserve reporting currently in effect. The information does not give any effect to our commodity
hedges.

At December 31,
2012 2011
Estimated proved reserves:

Oil and condensate (MBDbI) 98,141 56,267
Natural gas (MMcf) 542,946 601,117

Total estimated proved reserves (MBOE) 188,632 156,453
Proved developed producing (MBOE) 76,777 59,631
Proved developed non-producing (MBOE) 4,713 3,564
Proved undeveloped (MBOE) 107,142 93,258
Percent developed 43% 40%

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/or
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 has been field tested and has 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
Ryder Scott, our independent reserve engineers, employed 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, open hole logs, core analyses, geologic maps, available downhole and production data and seismic data.
Reserves attributable to producing wells with sufficient production history were estimated using appropriate decline curves,
material balance calculations or other performance relationships. Reserves attributable to producing wells with limited
production history and for undeveloped locations were estimated using pore volume calculations and performance from
analogous wells in the surrounding area and geologic data to assess the reservoir continuity. These wells were considered to be
analogous based on production performance from the same formation and completion using similar techniques.

Qualifications of technical persons and internal controls over reserves estimation process. In accordance with the
Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves Information promulgated by the Society of
Petroleum Engineers and guidelines established by the SEC, Ryder Scott, our independent reserve engineers, estimated 100%
of our proved reserve information as of December 31, 2012 and 2011 included in this Annual Report on Form 10-K. The
technical persons responsible for preparing the reserves estimates presented herein meet the requirements regarding
qualifications, independence, objectivity and confidentiality set forth in the Standards Pertaining to the Estimating and Auditing
of Oil and Gas Reserves Information promulgated by the Society of Petroleum Engineers.

We maintain an internal staff of petroleum engineers and geoscience professionals who work closely with our
independent reserve engineers to ensure the integrity, accuracy and timeliness of data furnished to Ryder Scott in their reserves
estimation process. Our technical team meets regularly with representatives of Ryder Scott to review properties and discuss
methods and assumptions used in Ryder Scott's preparation of the year-end reserves estimates. The Ryder Scott reserve report is
reviewed with representatives of Ryder Scott and our internal technical staff before dissemination of the information.
Additionally, our senior management reviews the Ryder Scott reserve report.

John E. Minton, our Senior Vice President of Reservoir Engineering, is the technical person primarily responsible for
overseeing the preparation of our reserves estimates. He has more than 39 years of practical experience with 35 years of this
experience being in the estimation and evaluation of reserves. He has been a registered Professional Engineer in the State of
Oklahoma since 1982, has a Bachelor of Science degree in Mechanical Engineering, and is a life member in good standing of
the Society of Petroleum Engineers. Mr. Minton reports directly to our President and Chief Operating Officer. Reserve
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estimates are reviewed and approved by our senior engineering staff with final approval by our President and Chief Operating
Officer and certain other members of our senior management. Our senior management also reviews our independent engineers'
reserve estimates and related reports with our senior reservoir engineering staff and other members of our technical staff.

Proved undeveloped reserves

Our proved undeveloped reserves, reported on a two-stream basis, increased from 93,258 MBOE at December 31,
2011, to 107,142 MBOE at December 31, 2012. During 2012, 5,163 MBOE of proved undeveloped reserves from 83 locations
were converted to proved developed reserves. New proved undeveloped reserves of 69,892 MBOE were added during the year,
with approximately 80% coming from new horizontal Upper Wolfcamp, Cline and Granite Wash locations, and the balance
from vertical deep Wolfberry locations. Negative revisions of 55,837 MBOE were primarily attributable to lower natural gas
prices and increased development costs for vertical Granite Wash locations in the Anadarko Basin and shallow Wolfberry
vertical locations in the Permian Basin. These locations became economically unattractive to develop due to these factors and
were replaced by new horizontal and/or oil development opportunities.

Estimated total future development and abandonment costs related to the development of proved undeveloped reserves
as shown in our December 31, 2012 reserve report are $2.2 billion. Based on this report, the capital estimated to be spent in
2013,2014, 2015, 2016 and 2017 to develop the proved undeveloped reserves is $305 million, $358 million, $455 million,
$533 million and $512 million, respectively. All of the proved undeveloped locations are expected to be drilled within a five-
year period.
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Production, revenues and price history

The following table sets forth information regarding production, revenues and realized prices and production costs for
the years ended December 31, 2012, 2011 and 2010. Our reserves and production are reported in two streams: crude oil and
liquids-rich natural gas. The economic value of the natural gas liquids in our liquids-rich natural gas is included in the wellhead
natural gas price. For additional information on price calculations, see the information in "Item 7. Management's discussion and
analysis of financial condition and results of operations."

For the years ended December 31,

2012 2011 2010

Production data:

Oil (MBbI) 4,775 3,368 1,648

Natural gas (MMcf) 39,148 31,711 21,381

0il equivalents (MBOE)"" 11,300 8,654 5212

Average daily production (BOE/D) 30,874 23,709 14,278
Revenues (in thousands):

Oil $§ 414932 § 306,481 $ 126,891

Natural gas $ 168,637 $ 199,774 $ 112,892
Average sales prices without hedges:

Benchmark oil ($/Bbl)® $ 9420 $ 95.01 $  79.53

Realized oil ($/Bbl)” $ 86.89 $ 91.00 $  77.00

Benchmark natural gas ($/MMBtu)? $ 2.80 $ 4.02 $ 4.39

Realized natural gas ($/Mcf)*® $ 431 $ 630 $ 5.28

Average price ($/BOE) $ 51.65 3 5850 $ 46.01
Average sales prices with hedges:

Oil ($/Bbl) $ 86.69 § 88.62 $ 77.26

Natural gas ($/Mcf) $ 502§ 6.67 § 6.32

Average price ($/BOE) $ 54.03 3 5893 3 50.37
Average cost per BOE:

Lease operating expenses $ 596 $ 500 $ 4.16

Production and ad valorem taxes $ 333 § 370§ 3.01

Depreciation, depletion and amortization $ 21.56 $ 20.38 $ 18.69

General and administrative® $ 550 $ 590 § 5.93

(1) The volumes presented for the years ended December 31, 2012, 2011 and 2010 are based on actual results and are
not calculated using the rounded numbers in the table above.

(2) Benchmark oil prices are the simple average of the daily settlement price for NYMEX West Texas Intermediate
Light Sweet Crude Oil each month for the period indicated. Benchmark natural gas prices are the simple
arithmetic average of the last day settlement price for NYMEX natural gas each month for the period indicated.

(3) Realized crude oil and natural gas prices are the actual prices realized at the wellhead after all adjustments for
natural gas liquids content, quality, transportation fees, geographical differentials, marketing bonuses or
deductions and other factors affecting the price at the wellhead.

(4) Hedged prices reflect the after effect of our commodity hedging transactions on our average sales prices. Our
calculation of such after effects include realized gains and losses on cash settlements for commodity derivatives,
which do not qualify for hedge accounting.

(5) General and administrative includes non-cash stock-based compensation of $10.1 million, $6.1 million and
$1.3 million for the years ended December 31, 2012, 2011 and 2010, respectively. Excluding stock-based
compensation from the above metric results in average general and administrative cost per BOE of $4.61, $5.19
and $5.69 for the years ended December 31,2012, 2011 and 2010, respectively.
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Productive wells

The following table sets forth certain information regarding productive wells in each of our core areas at December
31, 2012. We also own royalty and overriding royalty interests in a small number of wells in which we do not own a working
interest.

Total producing wells

Gross Average
Vertical Horizontal Total® Net WI %
Permian Basin:
Permian-Garden City 809 60 869 799 92%
Permian-China Grove — — — — —%
Anadarko Granite Wash 166 25 191 142 74%
Other Areas® 338 11 349 176 50%
New Ventures® 1 1 2 2 98%
Total 1,314 97 1,411 1,119

(1) 1,181 of the 1,411 total gross producing wells are Laredo operated.
(2) Includes Eastern Anadarko and Central Texas Panhandle.

(3) Includes Dalhart Basin and other New Ventures.

Acreage

The following table sets forth certain information regarding the developed and undeveloped acreage in which we own
an interest as of December 31, 2012 for each of our core operating areas, including acreage held by production ("HBP"). A
majority of our developed acreage is subject to liens securing our senior secured credit facility.

Developed acres Undeveloped acres Total acres %
Gross Net Gross Net Gross Net HBP

Permian Basin:
Permian-Garden City 89,710 81,921 92,969 63,878 182,679 145,799 56%
Permian-China Grove — — 76,763 57,750 76,763 57,750 —%
Anadarko Granite Wash 37,946 29,596 14,779 7,726 52,725 37,322 79%
Other Areas'” 90,645 60,706 11,356 6,517 102,001 67,223 90%
New Ventures? 760 622 154,210 112,721 154,970 113,343 1%
Total 219,061 172,845 350,077 248,592 569,138 421,437 41%

(1) Includes Eastern Anadarko and Central Texas Panhandle.

(2) Includes Dalhart Basin and other New Ventures.
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Undeveloped acreage expirations

The following table sets forth the gross and net undeveloped acreage in our core operating areas as of December 31,
2012 that will expire over the next four years unless production is established within the spacing units covering the acreage or
the lease is renewed or extended under continuous drilling provisions prior to the primary term expiration dates.

2013 2014 2015 2016
Gross Net Gross Net Gross Net Gross Net

Permian Basin:
Permian-Garden City 50,309 34,669 14,608 10,831 12,026 10,328 640 160
Permian-China Grove — — 20,501 16,697 50,450 37,440 5,811 3,613
Anadarko Granite Wash 5,174 2,534 4,798 1,910 1,763 653 320 204
Other Areas'" 9,763 5,476 1,314 989 280 51 — —
New Ventures” 35225 11,935 41,458 39,846 62973 48,898 1,280 930
Total 100,471 54,614 82,679 70,273 127,492 97,370 8,051 4,907

(1) Includes Eastern Anadarko and Central Texas Panhandle.

(2) Includes Dalhart Basin and other New Ventures.
Drilling activity

The following table summarizes our drilling activity for the year ended December 31, 2012, 2011 and 2010. Gross
wells reflect the sum of all wells in which we own an interest. Net wells reflect the sum of our working interests in gross wells.

2012 2011 2010
Gross Net Gross Net Gross Net
Development wells:
Productive 199 183.2 260 233.2 294 276.6
Dry — — — — 2 2.0
Total development wells 199 183.2 260 233.2 296 278.6
Exploratory wells: -
Productive | 1.0 2 1.4 11 9.3
Dry 1 0.9 — — 1 1.0
Total exploratory wells 2 1.9 2 1.4 12 10.3

Marketing and major customers

We market the majority of production from properties we operate for both our account and the account of the other
working interest owners in our operated properties. We sell substantially all of our production to a variety of purchasers under
contracts ranging from one month to several years, all at market prices. We normally sell production to a relatively small
number of customers, as is customary in the exploration, development and production business. We have committed a portion
of our Permian crude oil production under firm transportation agreements which will enhance our ability to move our crude oil
out of the Permian Basin and give us access to more favorable Gulf Coast pricing.

As of December 31, 2012, we were committed to deliver the following fixed quantities of production under certain
contractual arrangements that specify the delivery of a fixed and determinable quantity.

2016 and
Total 2013 2014 2015 beyond
Oil and condensate (MBbI) 53,265 1,800 6,585 9,490 35,390
Natural gas (MMcf) 7,022 970 1,803 2,096 2,153
Total (MBOE) 54,435 1,962 6,886 9,839 35,749

We expect to fulfill our delivery commitments over the next three years with production from our proved developed
reserves. We expect to fulfill our longer-term delivery commitments beyond three years primarily with our proved undeveloped
reserves.
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Our proved reserves have been sufficient to satisfy our delivery commitments during the three most recent years, and
we expect such reserves will continue to satisfy our future commitments. However, should our proved reserves not be sufficient
to satisfy our delivery commitments, we can and may use spot market purchases to fulfill the commitments.

Based on the current demand for oil and natural gas and the availability of alternate purchasers, we believe that the
loss of any one of our major purchasers would not have a material adverse effect on our financial condition and results of
operations. For information regarding each of our customers that accounted for 10% or more of our oil and natural gas revenues
during the last three calendar years, see Note H in our audited consolidated financial statements included elsewhere in this
Annual Report on From 10-K. See " Item 1A. Risk Factors—Risks related to our business—The inability of our significant
customers to meet their obligations to us may materially adversely affect our financial results."”

Title to properties

We believe that we have satisfactory title to all of our producing properties in accordance with generally accepted
industry standards. As is customary in the industry, in the case of undeveloped properties, often cursory investigation of record
title is made at the time of lease acquisition. Investigations are made before the consummation of an acquisition of producing
properties and before commencement of drilling operations on undeveloped properties. Individual properties may be subject to
burdens that we believe do not materially interfere with the use or affect the value of the properties. Burdens on properties may
include customary royalty interests, liens incident to operating agreements and for current taxes, obligations or duties under
applicable laws, development obligations under natural gas leases, or net profits interests.

QOil and natural gas leases

The typical oil and natural gas lease agreement covering our properties provides for the payment of royalties to the
mineral owner for all oil and natural gas produced from any wells drilled on the leased premises. The lessor royalties and other
leasehold burdens on our properties generally range from 12.5% to 25%, resulting in a net revenue interest to us generally
ranging from 75% to 87.5%. As of December 31, 2012, 41% of our leasehold acreage was held by production.

Seasonality

Demand for oil and natural gas generally decreases during the spring and fall months and increases during the summer
and winter months. However, seasonal anomalies such as mild winters or mild summers sometimes lessen this fluctuation. In
addition, certain natural gas users utilize natural gas storage facilities and purchase some of their anticipated winter
requirements during the summer. This can also lessen seasonal demand fluctuations. These seasonal anomalies can increase
competition for equipment, supplies and personnel during the spring and summer months, which could lead to shortages and
increase costs or delay our operations.

Competition

The oil and natural gas industry is intensely competitive, and we compete with other companies in our industry that
have greater resources than we do, especially in our focus areas. Many of these companies not only explore for and produce oil
and natural gas, but also carry on refining operations and market petroleum and other products on a regional, national or
worldwide basis. These companies may be able to pay more for productive properties and exploratory locations or define,
evaluate, bid for and purchase a greater number of properties and locations than our financial or human resources permit and
may be able to expend greater resources to attract and maintain industry personnel. In addition, these companies may have a
greater ability to continue exploration and development activities during periods of low market prices. Our larger competitors
may be able to absorb the burden of existing, and any changes to, federal, state and local laws and regulations more easily than
we can, which would adversely affect our competitive position. Our ability to acquire additional properties and to discover
reserves in the future will be dependent upon our ability to evaluate and select suitable properties and to consummate
transactions in a highly competitive environment. In addition, because we have fewer financial and human resources than many
companies in our industry, we may be at a disadvantage in bidding for exploratory locations and producing properties.
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Hydraulic fracturing

We use hydraulic fracturing as a means to maximize the productivity of almost every well that we drill and complete.
Hydraulic fracturing is a necessary part of the completion process for our producing properties in Texas and Oklahoma because
our properties are dependent upon our ability to effectively fracture the producing formations in order to produce at economic
rates. We are currently conducting hydraulic fracturing activity in the completion of both our vertical and horizontal wells in
the Permian Basin and the Anadarko Granite Wash. While hydraulic fracturing is not required to maintain 41% of our leasehold
acreage that is currently held by production from existing wells, it will be required in the future to develop the proved non-
producing and proved undeveloped reserves associated with this acreage. Nearly all of our proved non-producing and proved
undeveloped reserves associated with future drilling, recompletion and refracture stimulation projects, or approximately 59% of
our total estimated proved reserves as of December 31, 2012, require hydraulic fracturing.

We have and continue to follow standard industry practices and applicable legal requirements. State and federal
regulators (including the U.S. Bureau of Land Management on federal acreage) impose requirements on our operations
designed to ensure protection of human health and the environment. These protective measures include setting surface casing at
a depth sufficient to protect fresh water zones, and cementing the well to create a permanent isolating barrier between the
casing pipe and surrounding geological formations. It is believed that this well design effectively eliminates a pathway for the
fracturing fluid to contact any aquifers during the hydraulic fracturing operations. For recompletions of existing wells, the
production casing is pressure tested prior to perforating the new completion interval.

Injection rates and pressures are monitored instantaneously and in real time at the surface during our hydraulic
fracturing operations. Pressure is monitored on both the injection string and the immediate annulus to the injection string.
Hydraulic fracturing operations would be shut down immediately if an abrupt change occurred to the injection pressure or
annular pressure.

Certain state regulations require disclosure of the components in the solutions used in hydraulic fracturing operations.
Approximately 99% of the hydraulic fracturing fluids we use are made up of water and sand. The remainder of the constituents
in the fracturing fluid are managed and used in accordance with applicable requirements. In accordance with Texas regulations,
we report the constituents of the hydraulic fracturing fluids utilized in our well completions on FracFocus (www.fracfocus.org).
Hydraulic fracture stimulation requires the use of a significant volume of water. Upon flowback of the water, we dispose of it
by discharge into approved disposal wells, so as to minimize the potential for impact to nearby surface water. We currently do
not discharge water to the surface. We are in the process of testing recycled flowback/produced water in our fracing operations,
and are evaluating the performance of the limited number of wells in which we have used this process to determine if there is
any impact on productivity.

For information regarding existing and proposed governmental regulations regarding hydraulic fracturing and related
environmental matters, please read "—Regulation of environmental and occupational health and safety matters—Water and
other waste discharges and spills." For related risks to our stockholders, please read "Item 1A. Risk Factors—Risks related to
our business—Federal and state legislation and regulatory initiatives relating to hydraulic fracturing could prohibit projects or
result in increased costs and additional operating restrictions or delays because of the significance of hydraulic fracturing in our
business."

Regulation of the oil and natural gas industry

Our operations are substantially affected by federal, state and local laws and regulations. In particular, natural gas
production and related operations are, or have been, subject to price controls, taxes and numerous other laws and regulations.
All of the jurisdictions in which we own or operate producing oil and natural gas properties have statutory provisions regulating
the exploration for and production of oil and natural gas, including provisions related to permits for the drilling of wells,
bonding requirements to drill or operate wells, the location of wells, the method of drilling and casing wells, the surface use
and restoration of properties upon which wells are drilled, sourcing and disposal of water used in the drilling and completion
process and the abandonment of wells. Our operations are also subject to various conservation laws and regulations. These
include the regulation of the size of drilling and spacing units or proration units, the number of wells which may be drilled in an
area and the unitization or pooling of crude oil and natural gas wells, as well as regulations that generally prohibit the venting
or flaring of natural gas, and impose certain requirements regarding the ratability or fair apportionment of production from
fields and individual wells.

Failure to comply with applicable laws and regulations can result in substantial penalties. The regulatory burden on the
industry increases the cost of doing business and affects profitability. Additional proposals and proceedings that affect the
natural gas industry are regularly considered by Congress, the states, the Environmental Protection Agency ("EPA"), Federal
Energy Regulatory Commission ("FERC") and the courts. We cannot predict when or whether any such proposals may become
effective.
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We believe we are in substantial compliance with currently applicable laws and regulations and that continued
substantial compliance with existing requirements will not have a material adverse effect on our financial position, cash flows
or results of operations. However, current regulatory requirements may change, currently unforeseen environmental incidents
may occur or past non-compliance with environmental laws or regulations may be discovered and such laws and regulations
are frequently amended or reinterpreted. Therefore, we are unable to predict the future costs or impacts of compliance.

Regulation of production of oil and natural gas

The production of oil and natural gas is subject to regulation under a wide range of local, state and federal statutes,
rules, orders and regulations. Federal, state and local statutes and regulations require permits for drilling operations, drilling
bonds and reports concerning operations. All of the states in which we own and operate properties have regulations governing
conservation matters, including provisions for the unitization or pooling of oil and natural gas properties, the establishment of
maximum allowable rates of production from oil and natural gas wells, the regulation of well spacing and plugging and
abandonment of wells. The effect of these regulations is to limit the amount of oil and natural gas that we can produce from our
wells and to limit the number of wells or the locations at which we can drill, although we can apply for exceptions to such
regulations or to have reductions in well spacing. Moreover, each state generally imposes a production or severance tax with
respect to the production and sale of oil, natural gas and natural gas liquids within its jurisdiction. We own interests in
properties located onshore in different U.S. states. These states regulate drilling and operating activities by requiring, among
other things, permits for the drilling of wells, maintaining bonding requirements in order to drill or operate wells, and
regulating the location of wells, the method of drilling and casing wells, the surface use and restoration of properties upon
which wells are drilled and the plugging and abandonment of wells. The laws of these states also govern a number of
environmental and conservation matters, including the handling and disposing or discharge of waste materials, the size of
drilling and spacing units or proration units and the density of wells that may be drilled, unitization and pooling of oil and
natural gas properties and establishment of maximum rates of production from oil and natural gas wells. Some states have the
power to prorate production to the market demand for oil and natural gas. The failure to comply with these rules and
regulations can result in substantial penalties. Our competitors in the oil and natural gas industry are subject to the same
regulatory requirements and restrictions that affect our operations.

Regulation of environmental and occupational health and safety matters

Our operations are subject to numerous stringent federal, state and local statutes and regulations governing the
discharge of materials into the environment or otherwise relating to protection of the environment or occupational health and
safety. Numerous governmental agencies, such as the EPA, issue regulations, which often require difficult and costly
compliance measures, the noncompliance with which carries substantial administrative, civil and criminal penalties and may
result in injunctive obligations to remediate noncompliance. These laws and regulations may require the acquisition of a permit
before drilling commences, restrict the types, quantities and concentrations of various substances that can be released into the
environment in connection with drilling, production and transporting through pipelines, govern the sourcing and disposal of
water used in the drilling, completion and production process, limit or prohibit drilling activities in certain areas and on certain
lands lying within wilderness, wetlands, frontier and other protected areas, require some form of remedial action to prevent or
mitigate pollution from current or former operations such as plugging abandoned wells or closing earthen pits, result in the
suspension or revocation of necessary permits, licenses and authorizations, require that additional pollution controls be installed
and impose substantial liabilities for pollution resulting from operations or failure to comply with regulatory filings. In
addition, these laws and regulations may restrict the rate of production. Certain of these laws and regulations impose strict and
joint and several liability penalties that could impose liability upon us regardless of fault. Public interest in the protection of the
environment has increased dramatically in recent years. The trend of more expansive and stringent environmental legislation
and regulations applied to the oil and natural gas industry could continue, resulting in increased costs of doing business and
consequently affecting profitability. Changes in environmental laws and regulations occur frequently, and to the extent laws are
enacted or other governmental action is taken that restricts drilling or imposes more stringent and costly operating, waste
handling, disposal and cleanup requirements, our business and prospects, as well as the oil and natural gas industry in general,
could be materially adversely affected.

Hazardous substance and waste handling

Our operations are subject to environmental laws and regulations relating to the management and release of hazardous
substances, solid and hazardous wastes, and petroleum hydrocarbons. These laws generally regulate the generation, storage,
treatment, transportation and disposal of solid and hazardous waste and may impose strict and, in some cases, joint and several
liability for the investigation and remediation of affected areas where hazardous substances may have been released or
disposed. The Comprehensive Environmental Response, Compensation, and Liability Act, as amended, referred to as CERCLA
or the Superfund law, and comparable state laws, impose liability, without regard to fault or the legality of the original conduct,
on certain classes of persons deemed "responsible parties." These persons include current owners or operators of the site where
a release of hazardous substances occurred, prior owners or operators that owned or operated the site at the time of the release
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or disposal of hazardous substances, and companies that disposed or arranged for the disposal of the hazardous substances
found at the site. Under CERCLA, these persons may be subject to strict and joint and several liability for the costs of cleaning
up the hazardous substances that have been released into the environment, for damages to natural resources and for the costs of
certain health studies. CERCLA also authorizes the EPA and, in some instances, third parties to act in response to threats to the
public health or the environment and to seek to recover the costs they incur from the responsible classes of persons. Despite the
"petroleum exclusion" of Section 101(14) of CERCLA, which currently encompasses natural gas, we may nonetheless handle
hazardous substances within the meaning of CERCLA, or similar state statutes, in the course of our ordinary operations and, as
a result, may be jointly and severally liable under CERCLA for all or part of the costs required to clean up sites at which these
