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Certain factors may have a material adverse effect on our business, financial condition, and results of operations. You should
consider carefully the risks and uncertainties described below, in addition to other information contained in this Annual Report,
including our Consolidated Financial Statements and related notes. The risks and uncertainties described below are not the only
ones we face. Additional risks and uncertainties that we are unaware of, or that we currently believe are not material, may also
become important factors that adversely affect our business. If any of the following risks actually occur, our business, financial
condition, results of operations and future prospects could be materially and adversely affected. In that event, the trading price of
our common stock could decline, and you could lose part or all of your investment. Risks Related to our Business and the Oil
and Natural Gas Industry Oil and natural gas prices are volatile. Stagnation or declines in commodity prices may adversely affect
our financial condition and results of operations, cash flows, access to the capital markets and available borrowings under our
Bank Credit Facility and our ability to grow. Our revenues, cash flows, profitability and future rate of growth substantially
depend upon the market prices of oil and natural gas. Prices affect our cash flows available for capital expenditures and our
ability to access funds under our Bank Credit Facility and through the capital markets. The amount available for borrowing
under our Bank Credit Facility is subject to a borrowing base, which is determined by the lenders taking into account our
estimated proved reserves and is subject to pertedie-semi- annual redeterminations based on pricing models to be determined by
the lenders at such time. In addition, there is currently an availability cap such that, if the aggregate exposure of all
lenders under the Bank Credit Facility equals or exceeds a certain amount (which is below the borrowing base) at any
time, the approval of lenders holding at least two- thirds of the aggregate commitments is required to make any
additional loans or issuance of any additional letters of credit. Further , if we are unable to replace proved reserves either
through acquisitions or new drilling activity, our borrowing base and available liquidity under our Bank Credit Facility
will be reduced. In addition . because we use the full cost method of accounting for our oil and gas operations, we perform a
ceiling test each quarter, and the risk that we are required to write- down the carrying value of oil and natural gas properties
increases when oil and natural gas prices are low or volatile. In addition, write- downs may occur if we experience substantial
downward adjustments to our estimated proved reserves or our undeveloped property values, or if estimated future development
costs increase. Volatility in commodity prices, poor conditions in the global economic markets and other factors could cause us
to record additional write- downs of our oil and natural gas properties and other assets in the future, and incur additional charges
against future earnings. Any required write- downs or impairments could materially affect the quantities and present value of our
reserves, which could adversely affect our business, borrowing base under our Bank Credit Facility, results of operations and
financial condition. In addition, significant or extended price declines may also adversely affect the amount of oil and natural gas
that we can economically produce. A reduction in production and / or the prices we receive for our production could result in a
shortfall in our expected cash flows and require us to reduce our capital spending or borrow funds to cover any such shortfall.
Any of these factors could negatively impact our ability to replace our production and our future rate of growth. The markets for
oil and natural gas have been volatile historically and are likely to remain volatile in the future. For example, during the period
January 1, 2624-2022 through December 31, 2023-2024 , the daily NYMEX WTI crude oil price per Bbl ranged from a low of $
47-66 . 47—61 to a high of $ 123. 64, and the dally NYMEX Henry Hub natural gas prlce per MMBtu ranged from a low of $ 1.
—7‘4—21 toa high 0f$ 2—3—13 20 ] :

v 3 Vi vely—. The prices we receive for our oil and
natural gas depend upon many factors beyond our Control including, arnong others * changes in domestic and global supply of
and demand for oil and natural gas; * market uncertainty; ¢ level of consumer product demands; ¢ the cost of exploring for,
developing and producing oil and natural gas; * changes in climate, weather and natural disasters such as hurricanes and other
adverse climatic conditions; * the impact of applicable market differentials, including those relating to quality, transportation,
fees, tariffs, energy content and regional pricing; « domestic and foreign governmental actions, regulations and taxes; ® price
and availability of alternative fuels and competing forms of energy; ¢ political and economic conditions in oil and natural gas
producing regions, particularly in the Middle East, Russia, South America , Mexico, Canada and Africa; * armed conflicts and
hostilities such as Russia’ s ongoing war in Ukraine and inereasing-hostilities in Israel and the Middle East;  the occurrence or
threat of epidemic or pandemic diseases and other public health events; ¢ actions by OPEC Plus and other significant producers
and governments relating to oil and natural gas price and production controls; ¢ volatility in the political, legal and regulatory
environments ahead-ofin connection with the upeeming-U. S. and Mexteo-Mexican presidential eleetions-transitions ; - 5—S-
changes in tariffs, trade barriers, price and exchange controls feretgnsupply-efeitand nataral-gas-other regulatory
requirements ; * price and quantity of oil and natural gas imports and exports; * the level of global oil and natural gas
exploration and production and inventories; * localized supply and demand fundamentals and transportation availability; ®
infrastructure availability and constraints such as capacity of processing, gathering, storage and transportation facilities; ¢
speculation as to the future price of oil and the speculative trading of oil and natural gas futures contracts; * price and availability
of competitors’ supplies of oil and natural gas; * technological advances affecting energy consumption; and ¢ overall economic
conditions worldwide. These factors make it very difficult to predict future commodity price movements with any certainty.
Substantially all of our oil and natural gas sales are made in the spot market or pursuant to contracts based on spot market prices
and are not long- term fixed price contracts. Further, oil prices and natural gas prices do not necessarily fluctuate in direct
relation to each other. Because oil, natural gas and NGLs accounted for approximately #3-74 %, 26-19 %, and 7 %, respectively,



of our estimated proved reserves as of December 31, 2023-2024 , and approximately #5-71 %, +8-20 %, and 79 %, respectively,
of our 2023-2024 production on ar-a MBee-- Boe basis, our financial results are sensitive to movements in oil, natural gas and
NGL prices. Future exploration and drilling results are uncertain and involve substantial costs. Drilling for oil and natural gas
involves numerous risks including the risk that we may not encounter commercially productive reservoirs. The costs of drilling,
completing and operating wells are often uncertain, and drilling operations may be curtailed, delayed or canceled as a result of a
variety of factors, including: * unexpected drilling conditions; ¢ pressure or irregularities in formations; ¢ equipment failures or
accidents; ¢ inflation in exploration and drilling costs; ¢ fires, explosions, blowouts or surface cratering; * lack of, or disruption
in, access to infrastructure and transportation; ¢ lack of available skilled labor; and ¢ shortages or delays in the availability of
services or delivery of equipment. Our production, revenue and cash flow from operating activities are derived from assets that
are concentrated in a single geographic region, making us vulnerable to risks associated with operating in one geographic area.
We currently operate in a concentrated geographic region, in the U. S. Gulf of Mexiee-America and in the shallow waters off
the coast of Mexico. As such, the success and profitability of our operations may be disproportionately exposed to the effect of
regional conditions such as: ¢ severe weather, such as hurricanes, winter storms, loop currents, tornadoes and other adverse
climatic conditions; * changes in state or regional laws and regulations affecting our operations (including regulations that may,
in certain circumstances, impose strict liability for pollution damage or require posting substantial bonds to address
decommissioning and P & A costs) and interruption or termination of operations by governmental authorities based on
environmental, safety or other considerations; ¢ local price fluctuations and other regional supply and demand factors, including
availability of gathering, pipeline, transportation and storage capacity constraints; ¢ production delays or decreases in the region;
* limited potential customers; ¢ infrastructure capacity and availability of rigs, equipment, oil field services, supplies and labor; *
changes in the status of pipelines that we depend on for transportation of our production to the marketplace; ¢ changes in
guidelines issued by BOEM related to financial assurance requirements to cover decommissioning obligations for operations on
the OCS; and / or * changes imposed as a result of litigation or by a new presidential administration or by Congress in the
United States that may result in added restrictions and delays or prohibitions in offshore oil and natural gas exploration and
production activities, including with respect to leasing, permitting, site development or operation in federal waters or hydraulic
fracturing . The threat from these risks may be currently potentially heightened due to the geopolitical tension between
Mexico, Canada and the U. S . Because all or a number of our properties could experience many of the same conditions at the
same time, these conditions may have a relatively greater impact on our results of operations than they might have on other
producers who have properties over a wider geographic area. Production periods or relatively short reserve lives for U. S. Gulf
of Mextee-America properties may subject us to higher reserve replacement needs and may impair our ability to reduce
production during periods of low oil and natural gas prices. Our future success depends largely upon our ability to find,
develop or acquire additional oil and natural gas reserves that are economically recoverable in order to replace or grow
our proved reserves. Producing oil and natural gas reserves are generally characterized by declining production rates
that vary depending upon reservoir characteristics and other factors. High production rates generally result in recovery
of a relatively higher percentage of reserves during the initial few years of production. Substantially all of our operations
are in the U. S. Gulf of Mextee-America where proved reserves generally have shorter reserve lives than proved reserves
in many other producing regions of the United States . As a result, our reserve replacement needs from new prospects may be
greater than those of other companies with longer- life reserves in other producing areas. ©ur-Furthermore, our future oil and
natural gas production is highly dependent upon finding and / or acquiring additional reserves at a unit cost that is sustainable at
prevailing commodity prices. Exploring for, developing or acquiring reserves is capital intensive and uncertain. We may not be
able to economically find, develop or acquire additional reserves or make the necessary capital investments if our cash flows
from operations decline or external sources of capital become limited or unavailable. Our need to generate revenues to fund
ongoing capital commitments and / or repay debt may limit our ability to slow or shut- in production from producing wells
during periods of low prices for oil and natural gas. We cannot assure you that our future exploitation, exploration, development
and acquisition activities will result in additional proved reserves or that we will be able to drill productive wells at acceptable
costs. Further, current market conditions may adversely impact our ability to obtain financing to fund acquisitions, and further
lower the level of activity and depressed values in the oil and natural gas property sales market. . Global geopolitical tensions
may create heightened volatility in oil,gas and NGL prices and could adversely affect our business,financial condition and
results of operations.Our oil and gas activities are subject to numerous geopolitical and economic risks,uncertainties (including
but not limited to changes,sometimes frequent or marked,in energy policies or the personnel administering them),expropriation
of property,cancellation or modification of contract rights,changes in laws and policies governing operations of foreign- based
companies,unilateral renegotiation of contracts by governmental entities,redefinition of international boundaries or boundary
disputes,foreign exchange restrictions,currency fluctuations,royalty and tax increases,and other risks arising out of governmental
sovereignty over the areas in which our operations are conducted,as well as risks of loss due to acts of
terrorism,piracy,disease,illegal cartel activities and other political risks,including tension and confrontations among political
parties .The upcoming presidential election in the U.S.,the expected change in presidential administration in Mexico,the
extended war between Russia and Ukraine and increasing hostilities in the Middle East may cause prolonged uncertainty
and volatility in commodity prices .Mexico’ s most recent presidential election was held in July 2624-2018 .Presidential
reelection is not permitted in Mexico.President Slaudia-Shetnbaum-Andrés Manuel Lépez Obrador, took office on December
1, 2018,and his successor is due to be elected in June of 2024 and-at-. At this time we cannot predict what the-extentef
changes that-(if any) will result from this change in administration. Stmtlarly;CanadianPrime-Minister Justinr Trudeat




conditions and / or the oil and gas industry and,by extension,our results of operations and financial position.On February
24,2022 Russian military forces invaded Ukraine ,and sustained -We-expeetthe-ongoing-war to-and continued and proteng
prolonged disraptions— disruption in the region is likely .Russia’ s recognition of two separatist republics in the Donetsk and
Luhansk regions of Ukraine and subsequent military action against Ukraine have led to an unprecedented expansion of sanction
programs imposed by the U.S.,the European Union,the United Kingdom,Canada,Switzerland,Japan and other countries against
Russia,Belarus,the Crimea Region of Ukraine,the so- called Donetsk People’ s Republic and the so- called Luhansk People’ s
Republic,including,among others:* blocking sanctions against some of the largest state- owned and private Russian financial
institutions (and their subsequent removal from the Society for Worldwide Interbank Financial Telecommunication payment
system) and certain Russian businesses,some of which have significant financial and trade ties to the European Union;* blocking
sanctions against Russian and Belarusian individuals,including the Russian President,other politicians and those with
government connections or involved in Russian military activities;and ¢ blocking of Russia’ s foreign currency reserves as well
as expansion of sectoral sanctions and export and trade restrictions,limitations on investments and access to capital markets and
bans on various Russian imports.In retaliation against new international sanctions and as part of measures to stabilize and
support the volatile Russian financial and currency markets,the Russian authorities also imposed significant currency control
measures aimed at restricting the outflow of foreign currency and capital from Russia,imposed various restrictions on
transacting with non- Russian parties,banned exports of various products and other economic and financial restrictions.The
situation is rapidly evolving as a result of the war in Ukraine,and the U.S.,the European Union,the United Kingdom and other
countries may implement additional sanctions,export controls or other measures against Russia,Belarus and other
countries,regions,officials,individuals or industries in the respective territories.Such sanctions and other measures,as well as the
existing and potential further responses from Russia or other countries to such sanctions,tensions and military actions,could
adversely affect the global economy and financial markets and could adversely affect our business,financial condition and
results of operations.We are actively monitoring the situation in Ukraine and assessing its impact on our business,including our
business partners and customers.To date we have not experienced any material interruptions in our
infrastructure,supplies,technology systems or networks needed to support our operations. We eanntot-have no way to predict the
progress or outcome of the war in Ukraine or its impacts in Ukraine,Russia or Belarus as the war,and any resulting government
reactions,are rapidly developing and beyond our control.Continued hostilities,or any significant increases in the extent and
duration of the military action,sanctions and resulting market disruptions — or any meaningful escalation in the objectives
thereof or the methods used by the combatants to achieve such objectives — could be significant and could potentially have
substantial impact on the global economy and our business for an unknown period of time.Alternatively,a cessation of hostilities
as a result of a negotiated withdrawal or otherwise — particularly if coupled with an easing of international sanctions — could
cause commodity prices to decline glebally-in a manner that would reduce the revenues we receive for our oil and gas
production. During the first quarter of 2022,we experienced an increase in commodity prices as sanctions imposed on
Russia severely limited the access of Russian oil and gas producers to international markets.In the months that
followed,commodity prices subsequently decreased and remained stagnant during the second half of 2022.If the military
action concludes and the related sanctions are dropped,commodity prices could significantly decrease. Any of the above =
mentioned factors could affect our business,financial condition and results of operations.Additionally,on October
7,2023,Hamas,a U.S.- designated terrorist organization,launched a series of coordlnated attacks from the Gaza Strlp onto
Israel.On October 8,2023,Israel formally declared war on Hamas,and & t
eeasefire-agreement-the durattonand-stueeess-armed conflict is ongoing as of the date of sueh—agfeement—rematns—\meeftam—&t-
this time-filing .Hostilities between Isracl and Hamas have escalated and involved surrounding countries in the Middle
East.Iranian- backed groups have launched attacks on U.S.military bases and assets in Syria,Iraq,and Jordan,and have targeted
international shipping in the Red Sea.After three American troops were killed in a drone attack by an Iran- backed militant
group,the U.S.launched retaliatory strikes on multiple sites in Iraq and Syria used by Iranian forces and Iran- backed
militants.U.S.and British forces then launched a series of strikes on Houthi targets in Yemen in response to continuing attacks on
shipping in the Red Sea and Gulf of Aden.Although the length,impact and outcome of the military conflicts between Ukraine
and Russia and Israel and Hamas,respectively,are highly unpredictable,these conflicts could lead to significant market and other
disruptions,including significant volatility in commodity prices and supply of energy resources,instability in financial
markets,supply chain interruptions,political and social instability and other material and adverse effects on macroeconomic
conditions.It is not possible at this time to predict or determine the ultimate consequence of these regional conflicts. These
conflicts and their broader 1mpacts could adversely affect our busmess Lfinancial condltlon and results of operatlons and the
global economy = : d ; : i : attract-an

z Our actual recovery of
reserves may substantlally dlffer from our proved reserve estimates. Reserve estimation is a subjective and complex process that
requires significant decisions and assumptions in the evaluation of available geological, geophysical, engineering and economic
data to estimate volumes to be recovered from underground accumulations of oil and natural gas that cannot be directly
measured. These estimates of our proved oil and natural gas reserves and the estimated future net cash flows from such reserves
are based upon various assumptions, including assumptions required by the SEC relating to oil and natural gas prices, drilling
and operating expenses, capital expenditures, taxes and availability of funds. Our interpretations of the rules governing the
estimation of proved reserves could differ from the interpretation of staff members of regulatory authorities resulting in
estimates that could be challenged by these authorities. Actual future production, oil and natural gas prices, revenues, taxes,
development expenditures, operating expenses and quantities of recoverable oil and natural gas reserves will most likely vary
from those estimated. Any significant variance in these factors could materially affect the estimated quantities and present value



of reserves. Our properties may also be susceptible to hydrocarbon drainage from production by other operators on adjacent
properties. In addition, we may adjust estimates of proved reserves to reflect production history, results of exploration and
development, prevailing oil and natural gas prices and other factors, many of which are beyond our control. See Part I, Items 1
and 2. Business and Properties — Summary of Reserves for further discussion on 2623-2024 changes in estimates of our proved
reserves. You should not assume that any present value of future net cash flows from our proved reserves represents the market
value of our estimated oil and natural gas reserves. We base the estimated discounted future net cash flows from our proved
reserves at December 31, 2623-2024 on historical 12- month average prices and costs as of the date of the estimate. Actual
future prices and costs may be materially higher or lower. Further, actual future net revenues are affected by factors such as: ¢
the amount and timing of capital expenditures and decommissioning costs; ¢ the rate and timing of production; ¢ changes in
governmental legislation, regulations or taxation; * volume, pricing and duration of our oil and natural gas hedging contracts; *
supply of and demand for oil and natural gas; ¢ actual prices we receive for oil and natural gas; and ¢ our actual operating costs
in producing oil and natural gas. The timing of both our production and our incurrence of expenses in connection with the
development and production of oil and natural gas properties affects the timing of actual future net cash flows from reserves,
and thus their actual present value. In addition, the 10 % discount factor that we use to calculate the net present value of future
net revenues and cash flows may not necessarily be the most appropriate discount factor based on our cost of capital in effect
from time to time and the risks associated with our business and the oil and natural gas industry in general. At December 31,
2623-2024 , approximately +4-23 % of our estimated proved reserves (by volume) were undeveloped and approximately 23-21 %
were non- producing. Any or all of our PUD or proved developed non- producing reserves may not be ultimately developed or
produced. Furthermore, any or all of our undeveloped and developed non- producing reserves may not be ultimately produced
during the time periods we plan or at the costs we budget, which could result in the write- off of previously recognized reserves.
Recovery of undeveloped reserves generally requires significant capital expenditures and successful drilling or waterflood
operations. Our reserve estimates include the assumptions that we incur capital expenditures to develop these undeveloped
reserves and the actual costs and results associated with these properties may not be as estimated. Any material inaccuracies in
these reserve estimates or underlying assumptions materially affects the quantities and present value of our reserves, which
could adversely affect our business, results of operations and financial condition. Our acreage must be drilled before lease
expirations in order to hold the acreage by production. If commodity prices become depressed for an extended period of time, it
might not be economical for us to drill sufficient wells in order to hold acreage, which could result in the expiry of a portion of
our acreage, which could have an adverse effect on our business. Our leases may expire unless production is established as
required by leases covering undeveloped acres. Our drilling plans for areas not held by production are subject to change based
upon various factors. As of December 31, 2623-2024 , approximately $3-48 % of our net acreage was undeveloped acres. See
Part I, Items 1 and 2. Business and Properties — Acreage for further discussion. Many of these factors are beyond our control,
including drilling results, oil and natural gas prices, the availability and cost of capital, drilling and production costs, availability
of drilling services and equipment, gathering system and pipeline transportation constraints and regulatory approvals. On the
acreage that we do not operate, we have less control over the timing of drilling, and therefore there is additional risk of
expirations occurring in those acreages. The marketability of our production depends mostly upon the availability, proximity and
capacity of oil and natural gas gathering systems, pipelines and processing facilities. The marketability of our production
depends upon the availability, proximity, operation and capacity of oil and natural gas gathering systems, pipelines and
processing facilities. The lack of availability or capacity or closure of this infrastructure could result in the shut- in of producing
wells or delays or discontinuance of development plans for our properties. Fhe-disraption-Disruptions to ofthese-gathering
systems, pipelines , and processing facilities - whether due to maintenance , and+erweather , abandonment, closures, or
otherwise could negatively impact our ability to continue production and market and deliver our products. Federal, state, and
local regulation of oil and natural gas production and transportation, general economic conditions and changes in supply and
demand could adversely affect our ability to produce and market our oil and natural gas. If market factors change dramatically,
the financial impact could be substantial. The availability of markets and the volatility of product prices are beyond our control
and represent a significant risk. Inflationary issues and associated changes in monetary policy may result in increases to the cost
of our goods, services and personnel, which in turn could cause our capital expenditures and operating costs to rise. The U. S.
inflation rate steadily rose in 2021 and into 2022 before eventaatty-slightly declining threughout-during 2023 and 2024 . These
inflationary pressures resulted in increases to the costs of our goods, services and personnel, which in turn, caused our capital
expenditures and operating costs to rise. The U. S. Federal Reserve (the “ Fed ™) and other central banks have periodically

increased interest rates maltipte-times-in2022-and2623-n an effort to curb inflationary pressure on the costs of goods and
services across the U. S. and globally. While the Fed began to md-reated—rn—Beeember—Z@%—t-h&t—tt—may—reduce benchmark

interest rates #trduring 2024, the continuation of elevated rates could have the effeets— effect of raising the cost of capital and
depressing economic growth, either of which — or the combination thereof — could hurt-negatively impact the financial and
operating results of our business. Higher crude oil and natural gas prices may cause the costs of materials and services to
continue to rise. We cannot predict any future trends in the rate of 1nf1at10n or the monetary pohcles in response thereto We may
beunabletoprovrde e Fres . . A-stenifteatntes W otttd-hrave-atmate Ers




laton requlrements, ©
otherwise gee-}eg-te—sequestf&ﬁeﬁ—Mefeevef in order to conduct our busmess in the OCS. BOEM requlres that lessees
demonstrate financial strength and reliability according to its regulations or provide acceptable financial assurances,
such as eperatorfor-surety bonds, twoe— to assure satisfaction of lease obligations, including decommissioning activities on

the OCS The cost of such bonds ot or otherGGS—pfejeefs—wedﬂﬂs&éeﬁ&eﬁs&&te—aﬂd—m&m%&m—}e%}s—e% inancial assurance

projeets—We-can prov 1de no assurance that we can contmue to 0btaln sufficient bonds or other surety in all cases. On April
15, 2024, BOEM issued a final rule, entitled “ Risk Management and Financial Assurance for OCS Lease and Grant
Obligations, ” which significantly increases the amount of new supplemental financial assurance required from lessees
and grant holders conducting operations on the OCS. The final rule replaced BOEM”’ s prior five- point test previously
used to determine whether an OCS lessee or grant holder was required to obtain supplemental financial assurance. The
2024 final rule instead requires lessees to meet one of two criteria based on: (1) the credit rating of the lessee or (2) the
ratio of the value of proved oil and gas reserves of the lease to the estimated decommissioning liability associated with the
reserves. As a result, BOEM no longer considers or relies upon the financial strength of predecessors in title in
determining whether, or how much, supplemental financial assurance will be able-required by current lessees and grant
holders. The final rule, which became effective on June 29, 2024, adopts a three- year phased compliance period for fully
meeting BOEM’ s supplemental financial assurance demand. Per BOEM’ s June 28, 2024 news release, BOEM indicated
it may take up to 24 months from that date to complete the processing of financial assurance demands for exeette
execution . Prior to the effective date of the final rule, BOEM’ s rule was challenged in the U. S. District eur-Court €S
business-strategy-for the Western District of Louisiana by multiple oil and gas industry groups and the States of
Mississippi, Louisiana, and Texas on June 17, 2024. The implementation of the rule is not currently stayed, and the
outcome of these challenges, as well as regulatory changes that may be implemented by the Trump Administration,
remains uncertain. BOEM could, in the future , continue —Any-fathire-byus-to achieve-make new demands for additional
financial assurances in material amounts relatlng to the decommissioning of our OCS properties. BOEM may reject our



proposals to satisfy any such additional

eﬂ—ettﬁbﬂsmess—restr}ts—e-ﬁﬂaefaﬁeﬂs—&ﬁd—l1mmml assurance coverageeeﬂér&eﬂ—etﬁﬂ&b&&y—te—beﬂeﬁﬁffem—Seefm&%Q—ta*
d s eets-and make demands -as-aresultmay-adversely-impaet-our

BOEM-eetld-eommenee-enforcement proceedings or take olhu 1uncdldl action, including assessing civil penalties, suspundmg
operations or production, or initiating procedures to cancel federal leases associated with our noncompliance, which, if upheld,



would have a material adverse effect on our business, properties, results of operations and financial condition. Addltlonally,
regardless of the 2024 final rule, BOEM has the right to issue financial assurance orders in the future, including if it
(Iclcrmincs‘ lhcrc is a substantial risk of non )cr[‘ormuncc of the current intcrcxl holdcr' s decommissioning liabilities and-the

. Moreover, under 'I'ﬁ-fhe-e‘v‘eﬂt-
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dddlll()ndl u)lldlual ’fe—sappeﬁ—eﬂsﬂﬂg—eﬁfufufe—beﬂds— \Ll(,h as Ld\h or lulus 0 uuill and-we-to support ex1st1ng bonds or to
obtam future bonds. We cannot prov ide assurance that we will be able to satisfy collateral demands forsuelh-bendste-comply

W A-. [f we are required to provide collateral in the form of cash or letters of
credit, our llquldnv poslllon eottd-would be significantly negatively impacted , and we may be required to seek alternative
financing. To the extent we are unable to secure adequate financing, we may be forced to reduce our capital expenditures .
Further, as a result of adverse developments in restructurings and bankruptcies of companies operating in the OCS, a
number of surety companies have left the offshore surety market, which has materially reduced the availability of surety
bonds for projects in the OCS and may reduce the ability of companies operating in the OCS to obtain bonding without
posting collateral. As a result, bonds may not be available to us on commercially reasonable terms, including requiring
collateral, which may lead to significantly increased costs on our operations. Further, there may not be sufficient surety
bond capacity available for companies in the OCS which could consequently have a material adverse effect on our ability
to conduct our operations . All of these factors may make it more difficult for us to obtain the financial assurances necessary
required-byBOEM-to conduct operations on the OCS. We cannot predict (i) what actions the Trump Administration may
take with respect to These-these regulations and the timing with respect to the same or (ii) the availability to us of surety
bonds on commercially reasonable terms in the marketplace. As a result, other— there ehanges-is significant uncertainty
with respect to the BOEM-bondingand-financial assurance regulatory requirements and current market availability of
surety bonds. These factors could , in the future, result in significantly increased costs on our operations, reduced cash flows
and our liquidity #fanable-te-eemply-and consequently have a material adverse effect on our business and results of operations.
See Part I, Items 1 and 2. Business and Properties — Government Regulation — Outer Continental Shelf (* OCS *’) Regulation
for more discussion on orders and regulatory initiatives impacting the oil and natural gas industry on the OCS and Part II, Item
7. Management’ s Discussion and Analysis of Financial Condition and Results of Operations — Known Trends and
Uncertainties — Financial Assurance Requirements and — Financial Assurance Market Outlook . Our business could be
nugaliwlv a[‘ ected by sgcurit\' lhrml\‘ includin(T cy bcrs‘ccuril» lhrulls lu‘rori%l auacks‘ and olhu‘ dix‘ruplion\‘ As an oil and gas

111101111411011 or to render (Iala or systems unusablu, llllmls to the SLLUIII) of our dLlllllLs and inft dblluLlLllL or Ihnd Ddll}
facilities and infrastructure, such as processing plants and pipelines, and threats from terrorist acts. The U. S. government has
issued warnings that U. S. energy assets may be at greater risk of future attacks than other targets in the U. S. We
depend on the uninterrupted operation of our technology in many areas of our business and operations, including, but
not limited to, monitoring our platforms and pipelines, processing and recording financial and operating data, oversight
and analysis of our operations and communicating with our employees, customers, and service providers. We also collect
and store sensitive data in the ordinary course of our business, including personally identifiable information as well as
our proprietary business information and that of our customers, suppliers, investors and other stakeholders.
Additionally, we rely on third- party vendors and service providers, including suppliers, cloud- based storage providers,
and industrial equipment manufacturers, which may present additional cybersecurity risks beyond our direct control. If
a third- party provider failed to adequately safeguard our data or their systems, or if they experienced a security breach,
it could compromise our systems, disrupt our operations, or result in the unauthorized disclosure of sensitive
information. We and our service providers have, from time to time, been subject to cybersecurity attacks and security
incidents. Cybersecurity attacks in particular are increasing globally in frequency and in sophistication and include, but
are not limited to, malicious software, surveillance, credential stuffing, spear phishing, social engineering, use of
deepfakes (i. e., highly realistic synthetic media generated by artificial intelligence) attempts to gain unauthorized access
to data and systems and other electronic security breaches that could lead to disruptions in critical systems, unauthorized
release of confidential or otherwise protected information and corruption of data. These events could damage our
reputation and lead to financial losses from remedial actions, loss of business or potential fer-sueh-liability. Although we
have implemented and maintain commercially reasonable security measures, including detection and prevention
systems, regular cybersecurity assessments, employee training programs, and an incident response plan, these measures
may not be effective in preventing sccurity threats subjeets-, detecting them promptly, o1t or minimizing their impact.
The techniques used by attackers continue to evolve, making it difficult to anticipate, identify, or prevent future attacks.
Some attacks may go undetected for extended periods or may not be recognized until they have already caused harm.
Attackers increasingly employ sophisticated methods to bypass security controls, evade detection, and obscure forensic
evidence, which can hinder our ability to investigate and respond effectively. A successful cyberattack or security breach
could compromise our networks, resulting in unauthorized access, exposure, loss, or theft of sensitive information. Such
incidents may lead to legal claims, litigation, regulatory scrutiny, enforcement actions, financial penalties, and fines. We
may also incur significant costs related to system restoration, compliance measures, eperattonis-operational disruptions,
reputational damage, and diminished customer confidence in our products and services. Any of these outcomes could



have a material adverse impact on our business and financial performance. Prolonged outages or disruptions in our
information technology infrastructure could impair our ability to inereased-deliver services, meet customer expectations,
or comply with regulatory requirements. As cybersecurity and data privacy threats continue to evolve, we may need to
commit substantial resources to strengthen our security framework, ensure regulatory compliance, and address potential
vulnerabilities. The expenses associated with these efforts, including investigating and remediating security incidents,
could be significant. Although we maintain cyber insurance to help mitigate financial risks associated with cyber
incidents, these policies have inherent limitations and may not cover all potential losses, including reputational damage
or regulatory penalties. As a result, our insurance coverage may not fully protect against all cybersecurity- related risks.
Additionally, as cyberattacks become more frequent and severe worldwide, the availability and affordability of
comprehensive coverage may continue to decline. To date, we have not experienced any material losses relating to
cyberattacks. However, there can be no assurance that we will not suffer such losses in the future. No security measure is
infallible. Consequently, it is possible that any of these occurrences, or a comblnatlon of them, could have a materlal

adv erse effect on our busmess —Inpartienlar-, th

G at-a ot hmncul condition and results
of opeldtlons Global geopolitical tensions may Create helghtened ...... results of operations and the global economy . We may
not be in a position to control the timing of development efforts, the-associated costs or the rate of production of the reserves
from our non- operated properties. We As-we-earry-out-our-drithngprogram;,-we-may not serve as operator of all eur planned
wells. For example, in March 2022, the final BR-Unitization Resolution from SENER regarding the development of the Zama
Field in offshore Mexico jaffirmed the appointment of PEMEX as operator of the unit, despite our discovery of the Zama Field
in 2017 and subsequent operatorship. We-may-In such circumstances where we are not operator, we will have limited ability
to exercise influence over the operations efseme-nen—operated-properties-and thetr-associated costs. Our dependence on the
operator and other working interest owners, and eut-the limited ability to influence operations and associated costs efpreperties
eperated-by-others-, could prevent the-us from realization—-- realizing ofthe anticipated results #-of drilling or acquisition
activities. The success and timing of development and exploitation activities on properties operated by others further depends
upon a number of factors that could be largely outside of our control, including: ¢ the timing and amount of capital expenditures;
* the availability of suitable offshore drilling rigs, drilling equipment, support vessels, production and transportation
infrastructure and qualified operating personnel;  the operator’ s expertise and-, financial resources , qualified operating
personnel and technology decisions ; * approval of other participants‘ in drilling wells ; » the operator’ s ability to obtain
permits and regulatory approvals ; ° risk of other non- operator” s failure to pay -rts—thelr share of costs, which may require us

to pay our proportionate share of the defaulting party’ s share of costs; ‘-se}eeﬁeﬂ-ef—teehne}egyr‘—&wfafe-ef—pfe&ueﬁeﬁ-ef—fhe

reservesand ¢ the timing and cost of P & A operations. In addition, with-respeetto-ot-andna SaSs eets
eperate;-we have limited influence and e’v‘efepef&ﬁeﬂs—rﬂe{udmg—hmﬁed—control over operatlonal dec1s10ns and the
maintenance of safety and environmental standards. The operators of those properties may, depending on the terms of the
applicable joint operating agreement: * refuse to initiate exploration or development projects; * initiate exploration or
development projects on a slower or faster schedule than we anticipate wetld-prefer; « delay the pace of exploratory drilling or
development; and / or ¢ drill more wells or build more facilities on a project than we can afford, whether on a cash basis or
through financing, which may limit our participation in those projects or limit the percentage of our revenues from those
projects. For example, PEMEX is the operator of our Zama Field project in offshore Mexico. As a result, we have limited
ability to influence the operational or technical decisions made, including those that affect the timing and costs of the
development of that project. The occurrence of any of the foregoing events could have a material adverse effect on our
anticipated exploration and development activities. Hedging transactions may limit our potential gains. In order to manage our
exposure to price risks in the marketing of our oil, natural gas and NGLs, we periodically enter into oil, natural gas and NGL
price hedging arrangements with respect to a portion of our expected production. These arrangements may include futures
contracts on the NYMEX. While intended to reduce the effects of volatile oil and natural gas prices, such transactions,
depending on the hedging instrument used, may limit our potential gains if oil and natural gas prices were to rise substantially
over the price established by the hedge. In addition, such transactions may expose us to the risk of financial loss in certain
circumstances, including instances in which: ¢ our production is less than expected or is shut- in for extended periods due to
hurricanes or other factors;  there is a widening of price differentials between delivery points for our production and the
delivery point to be assumed in the hedge arrangement; ¢ the counterparties to our futures contracts fails to perform the
contracts; ¢ a sudden, unexpected event materially impacts oil or natural gas prices; or * we are unable to market our production
in a manner contemplated when entering into the hedge contract. Our outstanding commodity derivative instruments are with
certain lenders or affiliates of the lenders under our Bank Credit Facility. Our derivative agreements with the lenders are secured
by the security documents executed by the parties under the Bank Credit Facility. Future collateral requirements for our




commodity hedging activities are uncertain and depend on the arrangements we negotiate with the counterparty and the
volatility of oil and natural gas prices and market conditions. Our operations may incur substantial liabilities to comply with
environmental laws and regulations as well as legal requirements applicable to marine life and endangered and threatened
species. Our oil and natural gas operations in the United States and Mexico are subject to stringent federal, state and / or local
laws and regulations relating to the release or disposal of materials into the environment or otherwise relating to environmental
protection. These laws and regulations require permits or other approvals before drilling or other regulated activity commences;
restrict the types, quantities and concentration of substances that can be released into the environment in connection with drilling
and production activities; limit or prohibit exploration or drilling activities on certain lands lying within protected areas or that
may affect certain wildlife, including marine species and endangered and threatened species and impose substantial liabilities for
pollution resulting from our operations. Additionally, the threat of climate change eentintes-to-be-has, in recent years, been a
heightened area of focus and regulatory and disclosure requirements in the United States. For example, in March 2022-2024 ,
the SEC propesed-finalized a rides— rule that whieh-eotldrequirerequires additional disclosure of climate change- related
information, including, among other things, climate change risk management; short- medium- and long- term climate- related
financial risks; and reporting Seepet—- Scope -1 and Seepe2—- Scope 2 emissions. The rule is currently stayed pending
litigation dnd (—the SEC under the Trump Admlmstratlon is expected to repeal the rule, however, the tlmelme for any

-rmplemen-taﬁeﬂ—lf at all, is subject to a number of uncertainties the-t : e ittonral-eo
time-—eonsuming requirements-onour-busiess-. For additional information about g government reg lation related to
environmental and worker safety matters, please see Part I, Items | and 2. Business and Properties —GevernmentRegulation
— Environmental and Occupational Safety and Health Regulations. Any regulatory developments that impact, curtail or
increase the cost of our oil and natural gas exploration and production activities on the OCS could have a material adverse effect
on our business, results of operations and financial condition . Our ability to obtain permits and governmental approvals for
our U. S. Gulf of America operations may be delayed by the court- mandated vacatur of the National Marine Fisheries
Services’ Gulf of America Biological Opinion if NMFS is unable to publish a revised biological opinion by the vacatur
date. The Endangered Species Act, as amended, restricts activities that may affect federally identified endangered and
threatened species or their habitats. On August 19, 2024, a U. S. District Court in Maryland ruled in favor of a coalition
of environmental groups that had challenged NMFS’ s 2020 Biological Opinion which covers all activities associated with
the OCS oil and gas program in the Gulf of America, and vacated the 2020 Biological Opinion as of December 20, 2024.
On September 16, 2024, NMFS filed a motion to alter or amend the court’ s ruling requiring vacatur of the 2020
Biological Opinion by December 20, 2024, stating that it was unable to issue a new Biological Opinion by that date. On
October 21, 2024, the court extended the vacatur deadline to May 21, 2025. Industry groups appealed the Maryland
District Court’ s decision to the U. S. Court of Appeals for the Fourth Circuit. The outcome of that challenge remains
uncertain at this time. Although NMFS expects to submit a new biological opinion in advance of the May 2025 deadline,
any revised biological opinion may impose additional operational restrictions and may face additional scrutiny and legal
challenges which could further delay or impact our operations. Without an active biological opinion in place, all permits,
plans and government actions in the U. S. Gulf of America would likely require individual project- specific consultations
under the Endangered Species Act between BOEM or BSEE (as applicable) and NMFS, which could cause significant
delays and adversely impact our ability to obtain plans, permits and government approvals required for our Gulf of
America operations in a timely manner. For further information please see Part I, Items 1 and 2. Business and
Properties — Environmental and Occupational Safety and Health Regulations — — Endangered Species Act .
Additional drilling laws, regulations, executive orders and other regulatory initiatives that restrict, delay or prohibit oil and
natural gas exploration, development and production activities or access to locations where such activities may occur could have
a material adverse effect on our business, financial condition or results of operations. Fhe-BidenAdministratton-has-taken=a
number-of-acttons-thatmayresultin-strieter-Stricter environmental, health and safety standards applicable to our operations and
those of the oil and gas industry more generally have been implemented during the past few years . The-For example,
President Biden Administrattenr-issued the *“ Executive Order on Tackling the Climate Crisis at Home and Abroad ™ on January
27,2021 (the * Climate Change Executive Order ) , which —Fhis-exeentive-order-directed the Secretary of the Interior to halt
tdefinttely-new oil and natural gas leases on federal lands and offshore waters pending completion of a review by the Secretary
of the Interior of federal oil and gas permitting and leasing practices in light of the Biden Administration’ s concerns regarding
the impact of these activities on the env ironment dnd Cl1mate :l“—he—Seereta-Fy—Premdent Trump s1gned several Executlve
Orders rescinding many of ; P b

a—repeft—reeeﬂameﬁd-mg,—&meﬂg—eﬂ&eﬁ the t-hmgs—Blden Admlmstratlon s chmate- related mltlatlves mcludmg revokmg

Order —s—pause—eﬂ—new—e-rl—aﬂd—gas—leases— However, the ultlmate 1mpact of future actlons taken by the Trump
Admlmstratlon related to offshore leasmg is uncertam at eugemg—ln%une—%@%—ﬂ&e—U—S—BtstrtefGet&t—fer—ﬂ%e—\Vestera&




ﬂ&e—ne&r%eﬂﬁ—fufuf&e%&&ﬁef—k‘leﬂee&eas&sales—?hese—lea%e iales are conducted pur%uant to Five- Year Leaﬁmg Program%
under the Outer Continental Shelf Lands Act. The most recent Five- Year Leasing Program began expired-onJune-30;2622-and

on July 1, %922—2024 and w1ll contmue B@E—M—feleased-a—pfqaesed-pfegf&m—feﬁe%through June 30 %G%S—The—pfepeseé

t-hat—t-he—program could be delayed by oppo%mg lawsurt% that were ﬁled on F ebruary l2 2024 by the Amerrcan Petroleum
Institute and by Earthjustice representing multiple environmental groups both of which are challenging BOEM”’ s actions.
Despite these challenges, on April 1, 2024, BOEM announced the availability of the Area Identification for proposed Gulf
of America lease sales 262, 263 and 264 pursuant to the 2024- 2029 Five- Year Leasing Program. On December 13, 2024,
BOEM published its Draft Programmatic Environmental Impact Statement for proposed U. S. Gulf of America lease
sales 262, 263 and 264. Lease Sale 262 is tentatively scheduled for 2025. The Trump Administration, however, may seek
to take additional action to revise the Five- Year Leasing Program, though the substance and timing of such action
cannot be predicted. Any Futare-future actions takenrby-the BidenAdministrattonrto limit the availability of new oil and gas
leases on the OCS would adversely impact the offshore oil and gas industry and impact demand for our products. Over the past
decade, BSEE and BOEM, primarily under the Obama and Biden Administratton-Administrations , have imposed new and
more itrrngent pe1m1tt1ng procedures and regulatory iafety and performance requrrement% for new wells to be drilled in federal

fegu-latefy—fequﬁemeﬁts—l?or example —rn—A:ugust%@%Zv— BSEE publr%hed a ﬁnal rule effectrve October 23, 2023 to clarrfy and

modify certain blowout preventer system requirements. The rule requires, among other things, that the blowout preventer system
is able to close and seal the wellbore at all times to the seHs— well” s maximum kick tolerance design limits and includes more
stringent requirements for failure reporting. The Trump Administration has expressed its intent to reduce regulatory
burdens related to permitting of fossil fuel projects, though we cannot predict what actions the administration may take
with respect to these regulations, if any, and the timing with respect to the same. Compliance with any added or more
stringent regulatory requirements or enforcement initiatives and existing environmental and spill regulations, together with
uncertainties or inconsistencies in decisions and rulings by governmental agencies and delays in the processing and approval of
drilling permits and exploration, development, oil spill response and decommissioning plans could result in difficult and more

costly actrons and adversely affect or delay new drrllmg and ongomg development effort% Mofeover,—goyeﬁ&meﬁt&l-&genﬁes

v at-1a y Regulatory actions yor any new laW% executive
orders, regulatronq , ]lldlClal proceedlngs or other legal or enforcement initiatives, that impose increased restrictions, costs or
more stringent operational standards could delay or disrupt our ability to obtain permits and governmental approvals, delay
or restrict our operations, result in increased supplemental bonding and associated costs, and limit activities in certain areas, or
cause us to incur penalties, fines, or shut- in production at one or more of our facilities or result in suspension or cancellation of
leases. Also, if material spill incidents were to occur in the future, the United States or other countries where such an event may
occur could elect to issue directives to temporarily cease drilling activities and, in any event, may from time to time issue further
safety and environmental laws and regulations regarding offshore oil and natural gas exploration and development, any of which
could have a material adverse effect on our business. We cannot predict with any certainty the full impact of any new laws ,
legal proceedings or regulations on our drilling and production operations or on the cost or availability of insurance to cover
some or all of the risks associated with such operations . See Part I, Items 1 and 2. Business and Properties — Government
Regulation — Outer Continental Shelf (“ OCS ”) Regulation for more discussion on orders and regulatory initiatives
impacting the oil and natural gas industry on the OCS . Our oil and gas operations are subject to various international,
foreign and U. S. federal, state and local governmental regulations that materially affect our operations. Our oil and gas
operations are subject to various international, foreign and U. S. federal, state and local laws and regulations. These laws and
regulations may be changed in response to economic or political conditions. Regulated matters include: permits for exploration,
development and production operations; limitations on our drilling activities in environmentally sensitive areas, such as marine
habitats, and restrictions on the way we can discharge materials and / or GHG emissions into the environment; bonds or other
financial responsibility requirements to cover drilling contingencies, well P & A and other decommissioning costs; reports
concerning operations, the spacing of wells and unitization and pooling of properties; regulations regarding the rate, terms and
conditions of transportation service or the price, terms, and conditions related to the purchase and sale of oil and natural gas; and
taxation. Failure to comply with these laws and regulations can result in the assessment of administrative, civil or criminal
penalties, the issuance of remedial obligations and the imposition of injunctions limiting or prohibiting certain of our operations.
In addition, because we hold federal leases, the federal government requires that we comply with numerous additional
regulations applicable to government contractors. The SENER has promulgated guidelines to establish procedures for
conducting the unitization of shared reservoirs and approving the terms and conditions of unitization and unit operating
agreements, as well as the authority to direct parties holding rights in a potentially shared reservoir to appraise and potentially
form a unit for development of such reservoir. If we are forced to shut- in production, we will likely incur greater costs to bring
the associated production back online, and will be unable to predict the production levels of such wells once brought back



online. If we are forced to shut- in production, we will likely incur greater costs to bring the associated production back online.
Cost increases necessary to bring the associated wells back online may be significant enough that such wells would become
uneconomic at low commodity price levels, which may lead to decreases in our proved reserve estimates and potential
impairments and associated charges to our earnings. If we are able to bring wells back online, there is no assurance that such
wells will be as productive following recommencement as they were prior to being shut- in. In addition, we may be forced to
permanently discontinue development plans or production. Any shut- in or curtailment of the oil, natural gas and NGLs
produced from our fields could adversely affect our financial condition and results of operations. We may experience significant
shut- ins and losses of production due to the effects of events outside of our control, including tropical storms , winter storms
and hurricanes in the U. S. Gulf of Mextee-America and in the shallow waters off the coast of Mexico and epidemics, outbreaks
or other pubhc health events. Our production is prlmarlly associated with our properties in and along the U. S. Gulf of America
; 0 . Accordingly, if the level of production from these properties
substantlally dechnes it could have a materlal adverse effect on our overall production level and our revenue. We are
particularly vulnerable to significant risk from hurricanes, tropical storms, loop currents , winter storms and other adverse
weather conditions in the U. S. Gulf of Mextee-America. In addition, the unavailability of infrastructure may impact our
ability to continue production . We are unable to predict what impact future incidents might have on our future results of
operations and production. Epidemics, pandemics, outbreaks or other public health events that are outside of our control could
significantly disrupt our operations and adversely affect our financial condition. The global or national outbreak of an illness or
other communicable disease, or any other public health crisis ;s#elas-COVBD-—9-may cause disruptions to our business and
operational plans, which may include (i) shortages of employees, (ii) unavailability of contractors or subcontractors, (iii)
interruption of supplies from third parties upon which we rely, (iv) recommendations of, or restrictions imposed by government
and health authorities, including quarantines, to address an outbreak and (v) restrictions that we and our contractors,
subcontractors and our customers impose, including facility shutdowns, to ensure the safety of employees. We are not insured
against all of the operating risks to which our business is exposed. In accordance with industry practice, we maintain insurance
against some, but not all, of the operating risks to which our business is exposed. We insure some, but not all, of our properties
from operational loss- related events. We have insurance policies that include coverage for general liability, physical damage to
our oil and gas properties, operational control of well, named U. S. Gulf of Mextee-America windstorm, oil pollution,
construction risk, workers’ compensation and employers’ liability and other coverage. Our insurance coverage includes
deductibles that have to be met prior to recovery, as well as sub- limits or self- insurance. Additionally, our insurance is subject
to exclusions and limitations, and there is no assurance that such coverage will adequately protect us against liability from all
potential consequences, damages or losses. See Part I, Items 1 and 2. Business and Properties — Insurance Matters for more
information on our insurance coverage. An operational or hurricane or other adverse weather- related event may cause damage
or liability in excess of our coverage that might severely impact our financial position. We may be liable for damages from an
event relating to a project in which we own a non- operating working interest. Such events may also cause a significant
interruption to our business, which might also severely impact our financial position. We may experience production
interruptions for which we do not have production interruption insurance. We reevaluate the purchase of insurance, policy limits
and terms annually. Future insurance coverage for our industry could increase in cost and may include higher deductibles or
retentions. In addition, some forms of insurance may become unavailable in the future or unavailable on terms that we believe
are economically acceptable. For example, as a result of ongoing litigation between the U. S. Coast Guard and several
insurance providers, a number of insurers providing insurance related to the OPA regulations have left the insurance
market, which has materially reduced the availability of OPA insurance. While we currently meet the qualifications to
self- insure our OPA financial responsibility, if we are unable in future years to fully self- insure our required OPA
coverage, we may not be able to obtain adequate OPA insurance required to comply with OPA. No assurance can be given
that we will be able to maintain insurance in the future at rates that we consider reasonable, and we may elect to maintain
minimal or no insurance coverage. We-Further, we may not be able to secure additional insurance or bonding that might be
required by new governmental regulations. This may cause us to restrict our operations in the U. S. Gulf of Mexieo-America ,
which might severely impact our financial position. The occurrence of a significant event, not fully insured against, could have-a
materialmaterially and adverse-adversely effeet-affect enour financial condition , cash flows, business properties, liquidity
and results of operations. Our actual production could differ materially from our forecasts. From time to time, we may provide
forecasts of expected quantities of future oil and gas production. These forecasts are based on a number of estimates, including
expectations of production from existing wells. In addition, our forecasts may assume that none of the risks associated with our
oil and natural gas operations summarized in this section would occur, such as facility or equipment malfunctions, adverse
weather effects, adverse resolutions to disputes relating to operatorships or significant declines in commodity prices or material
increases in costs, which could make certain production uneconomical. Gur-We conduct exploration, development and
production operations are—subjeet—te-prlmarlly on the deep Shelf and in the Deepwater of the Gulf of America, which
present numerous risks efet . Oil and gas drilling and production activities are
subject to numerous risks, 1nclud1ng the rlsk that no Commermally productlve oil or natural gas reserves are found. The cost of
drilling and completing wells is often uncertain. Moreover, Fe-the-extent-we-drit-drilling additionat-wells in the U. S. Gulf of
Mextee-America Deepwater and / or in the Gulf Coast deep shelf-Shelf require ;-our-drilling-aetivities-inerease-increased
capital eest-costs —radditton;the-due to various conditions such as geological complexity of, additional depths, high
temperatures and pressure and adverse weather in the arcas in which we have oil and natural gas eperations-make-itmere
difftentt-for-tus-to-sustainrthe-historiealrates-ef drithingsteeess-. Oil and natural gas drilling and production activities may be
shortened, delayed or cancelled as a result of a variety of factors, many of which are beyond our control. These factors include: *
hurricanes and other adverse weather conditions; ¢ shortages in experienced labor; and ¢ shortages or delays in the delivery of




equipment. The prevailing prices of oil and natural gas also affect the cost of and the demand for drilling rigs, production
equipment and related services. We cannot assure you that the wells we drill will be productive or that we will recover all or any
portion of our investment. Drilling for oil and natural gas may be unprofitable. Drilling activities can result in dry holes and
wells that are productive but do not produce sufficient cash flows to recoup drilling costs. In addition, an oil spill on or related to
our properties and operations could expose us to joint and several strict liability, without regard to fault, under applicable law for
containment and oil removal costs and a variety of public and private damages, including, but not limited to, the costs of
responding to a release of oil, natural resource damages and economic damages suffered by persons adversely affected by an oil
spill. If an oil discharge or substantial threat of discharge were to occur, we could be liable for costs and damages, which costs
and damages could be material to our results of operations and financial position. We have an interest in Deepwater fields and
may attemptte-pursue additional operational activity in the future and acquire additional fields and leases in the Deepwaters of
the U. S. Gulf of Mextee-America . Exploration for oil or natural gas in the Deepwaters of the U. S. Gulf of Mexteo-America
generally involves greater operational and financial risks than exploration in the shallower waters of the U. S. Gulf of Mexiee
America conventional shelf. Deepwater drilling generally requires more time and more advanced drilling technologies,
involving a higher risk of technological failure and usually higher drilling costs. For example, the drilling of Deepwater wells
requires specific types of drilling rigs with significantly higher day rates and limited availability as compared to the rigs used in
shallower water. Deepwater wells often use subsea completion techniques with subsea trees tied back to host production
facilities with flow lines. The installation of these subsea trees and flow lines requires substantial time and the use of advanced
remote installation mechanics. These operations may encounter mechanical difficulties and equipment failures that could result
in cost overruns. Furthermore, the Deepwater operations generally lack the physical and oilfield service infrastructure present in
the shallower waters of the U. S. Gulf of Mexiee-America conventional shelf. As a result, a considerable amount of time may
elapse between a Deepwater discovery and the marketing of the associated oil or natural gas, increasing both the financial and
operational risk involved with these operations. Because of the lack and high cost of infrastructure, some reserve discoveries in
the Deepwater may never be produced economically. If any of these industry operating risks occur, we could have substantial
losses. Substantial losses may be caused by injury or loss of life, severe damage to or destruction of property, natural resources
and equipment, pollution or other environmental damage, clean- up responsibilities, regulatory investigation and penalties,
suspension of operations and production and repairs to resume operations. Any of these industry operating risks could have a
material adverse effect on our business, results of operations and financial condition. Competition within our industry may
adversely affect our operations. Many of our competitors are larger and have more available financial resources. The oil and gas
industry is highly competitive, and many companies in our industry are larger and have substantially greater financial resources
than we do. We compete with these companies for oil and natural gas leases and other properties; equipment and personnel; and
marketing our product to end- users. Such competition can significantly increase costs and the availability of resources available
to us, which could provide larger companies a competitive advantage. Larger competitors may also be able to more easily attract
and retain experienced personnel. In addition, larger competitors may be better able to respond and adapt to adverse economic
and industry conditions, including price fluctuations, reduced oil and gas demand, political changes and current and future
governmental regulations and taxation. Competitors may be able to evaluate, bid for and purchase a greater number of properties
and prospects than our financial or personnel resources permit. Competitors may also be able to outbid us for acquisitions,
productive oil and gas properties and exploratory prospects. Further, our competitors may be able to expend greater resources on
the existing and changing technologies to gain competitive advantages. If we are unable to compete successfully in the future,
our future revenues and growth may be diminished or restricted. The loss of our larger customers could materially reduce our
revenue and materially adversely affect our business, financial condition and results of operations. We have a limited number of
customers that provide a substantial portion of our revenue. The loss of our larger customers, inelading-such as Shell Trading
(US) Company and ¥atere-Energy-Exxon Mobil Corporation, could adversely affect our current and future revenue, and could
have a material adverse effect on our business, financial condition and results of operations. See Part IV, Item 15. Exhibits and
Financial Statement Schedules — Note 2 — Summary of Significant Accounting Policies for additional information. The loss of
key personnel could adversely affect our ability to operate. Our industry has lost a significant number of experienced
professionals over the years due to its cyclical nature, which is attributable, among other reasons, to the volatility in commodity
prices. Our operations are dependent upon key management and technical personnel. We cannot assure you that individuals will
remain with us for the immediate or foreseeable future. The unexpected loss of the services of one or more of these individuals
could have an adverse effect on us and our operations. In addition, our exploration, production and decommissioning activities
require personnel with specialized skills and experience. As a result, our ability to remain productive and profitable depends
upon our ability to employ and retain skilled workers. Our ability to expand operations depends in part on our ability to increase
the size of our skilled labor force, including geologists and geophysicists, field operations managers and engineers, to handle all
aspects of our exploration, production and decommissioning activities. The demand for skilled workers in our industry is high,
and the supply is limited. A significant increase in the wages paid by competing employers or the unionization of our U. S. Gulf
of Mexiee-America employees could result in a reduction of our labor force, increases in the wage rates that we will have to
pay, or both. If either of these events were to occur, our capacity and profitability could be diminished and our growth potential
could be impaired . We have entered into certain agreements which contain minimum volume commitments. Any failure
by us to satisfy these commitments could lead to contractual penalties that could adversely affect our results of
operations and financial position. From time to time, we have entered into, and may in the future enter into, agreements
or similar commercial arrangements, some of which expose the Company to significant economic loss, such as
transportation contracts with minimum volume commitments that we may be unable to satisfy due to reductions in our
drilling activity resulting in insufficient production. As of December 31, 2024, our total future minimum transportation
fees totaled approximately $ 36. 9 million through 2030. If we have insufficient production to meet the minimum volume



commitments under any of these agreements, our cash flow from operations will be reduced, which may require us to
reduce or delay our planned investments and capital expenditures or seek alternative means of financing, all of which
may have a material adverse effect on our results of operations and financial position. Further information about these
commitments can be found under Part IV, Item 15. Exhibits and Financial Statement Schedules — Note 15 —
Commitments and Contingencies . We have operations in multiple jurisdictions, including jurisdictions in which the tax laws,
their interpretation or their administration may change. As a result, our tax obligations and related filings are complex and
subject to change, and our after- tax profitability could be lower than anticipated. Additionally, future tax legislative or
regulatory changes in the United States, Mexico or any other jurisdiction in which we operate or have subsidiaries could result
in changes to the taxation of our income and operations, which could also adversely impact our after- tax profitability. We are
subject to income, withholding and other taxes in the United States on a worldwide basis and in numerous state, local and
foreign jurisdictions with respect to our income, operations and subsidiaries in those jurisdictions. Our after- tax profitability
could be affected by numerous factors, including the availability of tax credits, exemptions, refunds (including refunds of value
added taxes) and other benefits to reduce our tax liabilities, changes in the relative amount of our earnings subject to tax in the
various jurisdictions in which we operate or have subsidiaries, the potential expansion of our business into or otherwise
becoming subject to tax in additional jurisdictions, changes to our existing business structure and operations, the extent of our
intercompany transactions and the extent to which taxing authorities in the relevant jurisdictions respect those intercompany
transactions. Our after- tax profitability may also be affected by changes in the relevant tax laws and tax rates, regulations,
administrative practices and principles, judicial decisions, and interpretations, in each case, possibly with retroactive effect.
From time to time, federal and state level legislation in the United States has been proposed that would, if enacted into law,
make significant changes to tax laws, including to certain key U. S. federal and state income tax provisions currently available to
oil and natural gas exploration and development companies. Such proposed legislative changes have included, but have not been
limited to, (i) the elimination of the percentage depletion allowance for oil and natural gas properties, (ii) the elimination of
current deductions for intangible drilling and development costs, (iii) an extension of the amortization period for certain
geological and geophysical expenditures, (iv) the elimination of certain other tax deductions and relief previously available to
oil and natural gas companies, and (v) an increase in the U. S. federal income tax rate applicable to corporations (such as us). U.
S. states in which we operate or own assets may also impose new or increased taxes or fees on oil and natural gas extraction. It
is unclear whether these or similar changes will be enacted and, if enacted, how soon any such changes could take effect.
Additionally, the Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion and Profit
Shifting (the “ Multilateral Instrument ”’) has entered into force among the jurisdictions that have ratified it, although the United
States has not yet become a signatory to the Multilateral Instrument. Further, the Organisation for Economic Co- Operation
and Development, an international association of 38 countries that includes the United States, has adopted a set of
international tax model rules known as the “ Pillar Two ” framework, a central component of which is the imposition of
a global minimum corporate tax rate of 15 % to multinational enterprises that have consolidated group revenues above a
specified threshold. While we are still assessing the potential impacts of the Pillar Two rules to our business and our
subsidiaries, any incremental taxes attributable to Pillar Two could be significant and could adversely impact our after-
tax profitability. Such proposed legislative changes and-, the ratification of the Multilateral Instrument in the jurisdictions in
which we operate and any incremental taxes attributable to Pillar Two could result in further changes to our global taxation

nterpretation-. Future tax legislative or regulatory changes in the United States, Mexico or in any other jurisdictions in which
we operate or have subsidiaries now or in the future could also adversely impact our after- tax profitability . Qur future tax
liabilities may be greater than expected if our net operating loss (“ NOL ”) and interest expense carryforwards are
limited. As of December 31, 2024, we had approximately $ 108. 7 million of tax- affected U. S. federal NOL
carryforwards and $ 12. 4 million of tax- affected state NOL carryforwards. Some of the U. S. federal NOL
carryforwards expire in 2036 while others have no expiration date. The state NOL carryforwards have no expiration
date. As of December 31, 2024, we also had approximately $ 75. 0 million of tax- affected U. S. federal and state interest
expense carryforwards. Utilization of these NOL and interest expense carryforwards depends on many factors, including
our future income, which cannot be assured. In addition, Section 382 of the Internal Revenue Code of 1986, as amended
(the “ Code ), generally imposes an annual limitation on the amount of NOL and interest expense carryforwards that
may be used to offset taxable income when a corporation has undergone an “ ownership change ” (as determined under
Section 382 of the Code). An ownership change generally occurs if one or more stockholders (or groups of stockholders)
who are each deemed to own at least 5 % of such corporation’ s stock change their ownership by more than 50
percentage points over their lowest ownership percentage within a rolling three- year period. All of our U. S. federal
NOL carryforwards and certain of our interest expense carryforwards are currently subject to limitation under Section
382 of the Code. In the event that we were to undergo an ownership change in the future, utilization of our NOL and
interest expense carryforwards would be subject to limitation under Section 382 of the Code. Any unused annual
limitation generally may be carried over to later years until they expire. Limitations similar to those applicable under
Section 382 of the Code apply for U. S. state income tax purposes. Any limitation on our ability to utilize our NOL and
interest expense carryforwards against income or gain we generate in the future could increase our future tax liabilities
and adversely affect our operating results and cash flows . Our Mexican operations are subject to certain offshore regulatory
and environmental laws and regulations promulgated by Mexico. Our oil and gas operations in shallow waters off the coast of
Mexico’ s Tabasco state are subject to regulation by the SENER, the CNH and other Mexican regulatory bodies. The laws and
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regulations governing activities in the Mexican energy sector have undergone significant reformation over the past decade, and
the legal regulatory framework continues to evolve as SENER, the CNH and other Mexican regulatory bodies issue new
regulations and guidance. Such regulations are subject to change, and it is possible that SENER, the CNH or other Mexican
regulatory bodies may impose new or revised requirements that could increase our operating costs and / or capital expenditures
for operations in Mexican offshore waters. In addition, our operations in Mexico are subject to regulations promulgated by
ASEA, governing the protection of health, safety and the environment. Permit holders under ASEA must comply with
requirements relating to insurance, facility construction and design, law compliance, and risk analysis scenarios. Sce Part
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addltlonal drsclosure relatlng to the legal requrrementi 1mposed by SENER CNH, ASEA or other Mex1can regulatory bodies to
Wthh _we may be subject in the pursu1t of our operatlons conducted through —I-ﬂ—&d-d-tt-teﬁ—our equity method investment.

ate-are subjeet—a s1gnatory to

ﬂs-leaﬁa-lrys-ts—seeﬂaﬂes—U-ﬂder—the Block 7 PSC, maklng us we—&re—a-lsejorntly dnd severally lrable for the perrormance of dH
obligations under the PSC, including exploration, appraisal, extraction and abandonment activities and compliance with all
environmental regulations . s-and-fature-Failure to perform such obligations could result in contractual rescission of the PSC.
Three- dimensional seismic interpretation does not guarantee that hydrocarbons are present or if present, produce in economic
quantities. We rely on 3D seismic studies to assist us with assessing prospective drilling opportunities on our properties, as well
as on properties that we may acquire. Such seismic studies are merely an interpretive tool and do not necessarily guarantee that
hydrocarbons are present or, if present, produce in economic quantities, and seismic indications of hydrocarbon saturation are
generally not reliable indicators of productive reservoir rock. These limitations of 3D seismic data may impact our drilling and
operational results, and consequently our financial condition. We are subject may-be-exposed-to Habiitiesunderthe U. S.
Foreign Corrupt Practices Act and may be exposed to liabilities thereunder . We are subject to the U. S. Foreign Corrupt
Practices Act (the “ FCPA ”) and other laws that prohibit improper payments or offers of payments to foreign governments and
their officials and political parties for the purpose of obtaining or retaining business. We may do business in the future in
countries and regions in which we may face, directly or indirectly, corrupt demands by officials, tribal or insurgent
organizations or private entities. Thus, we face the risk of unauthorized payments or offers of payments by one of our employees
or consultants, given that these parties may not always be subject to our control. Our existing safeguards and any future
improvements may prove to be less than effective, and our employees and consultants may engage in conduct for which we
might be held responsible. Under the Block 7 PSC with the CNH, to which we-werk-as-a eonsertimm-with-ourpartners:
subsidiary of Talos Mexico is a party, Vielattens-violations of the FCPA, by any eensertiantpartrer-signatory to the PSC ,
may result in severe criminal or civil sanctions, and we may be subject to other liabilities, which could negatively affect our
business, operating results and financial condition. In addition, the CNH has the authority to rescind the PSC if these violations
occur. Our operations are subject to various risks arising out of the threat of climate change that could result in increased
operating costs, limit the areas in which oil and natural gas production may occur and reduce demand for the crude oil and
natural gas that we produce. Climate change continues to attract considerable public, political and scientific attention both
domestically and abroad. For example, the IRA 2022 contains significant financial incentives for the development of renewable
energy, alternative fuels, supporting infrastructure and carbon capture and sequestration and imposes the first ever federal fee on
the emission of greenhouse gases through a methane emissions charge generated from sources in the offshore and onshore
petroleum and natural gas production categories. BeginninginrHowever, on January 20, 2624-2025 , President Trump issued
an Executive Order which paused distribution of federal funds appropriated through the IRA 2022. The pause was
aimed at providing time to review the processes, policies and issuance of various grants, loans, contracts or financial
disbursements of appropriated funds. However, on January 29, 2025, the Office of Management and Budget rescinded
the freezing of federal grants and loans, although not its efforts to review the processes with respect to federal spending.
At this time, the potential impact of the-these various actions remains uncertain. The IRA 2022 also imposes a methane
emissions charge s-on waste emissions of methane from certain oil and gas facilities. In November 2024, the EPA issued a
final rule to implement the waste emissions charge. Pursuant to the IRA 2022 and the EPA’ s implementing regulation,
the charge, which applies to reported emissions that exceed statutorily specified waste emissions thresholds set by
Congress, was sct at $ 900 per ton of methane in 2024 , and ts-expeeted-te-inerease-increasing to & 1, 200 in 2025, and $ 1, 500
in 2026 and each year after. The Congress and the Trump Administration may take action to amend, rescind or otherw1se
modify the IRA 2022 and the implementing regulations, respectively, though the impact or timing of Sueh-such action
cannot be predlcted However, such dddmondl fees could s-tg-ﬁrﬁe&nt-l-y—lmpact our operatlng costs. Farther-the-ineentives
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our business. Numerous other executive actions and legislative and regulatory initiatives have been enacted or may be
anticipated at the federal, state or local level , such as cap- and- trade programs, carbon taxes, GHG emissions reporting and
tracking programs and regulations that directly limit GHG emissions from certain sources. Further, regulations or legal actions
are likely at the state, regional or international levels of government to monitor and limit existing GHG emissions as well as to
restrict or eliminate such future emissions. Additionally, the threat of climate change has resulted in increasing political,
litigation and financial risks associated with the production of fossil fuels and GHG emissions. See Part I, Items 1 and 2.
Business and Properties — Environmental and Occupational Safety and Health Regulations — Climate Change for additional
disclosure relating to risks arising out of the threat of climate change. The adoption of legislation or regulatory programs to
reduce or eliminate future GHG emissions could require us to incur significant operating costs, such as costs to purchase and
operate emissions control systems, to acquire emissions allowances or comply with new regulatory or reporting requirements.
Any such legislation or regulatory programs could also increase the cost of consuming, and thereby reduce demand for, the oil
and natural gas we produce. Consequently, legislation and regulatory programs to reduce or eliminate future GHG emissions
could have an adverse effect on our business, financial condition and results of operations. Also, political, financial and
litigation risks may result in our restricting or canceling production activities or impairing the ability to continue to operate in an
economic manner. Further, if any such effects of climate changes were to occur, they could have an adverse effect on our
financial condition and results of operations. Inereasing-Any increased attention to environmental, social and governance
matters may impact our business. In recent years, there has been Inereasing-increasing attention to climate change and
societal expectations on companies to address climate change and substitute energy sources for fossil fuels , which may result in
increased costs, reduced demand for our products and our services and the products and services of our customers, reduced
profits, increased compliance measures, investigations and litigation, and negative impacts on our stock price and access to
capital markets. Moreover, while we endeavor to publish transparent sustainability reports, the voluntary disclosures therein are
sometimes based on assumptions and calculations or hypothetical scenarios that may or may not be representative of actual or
forecasted risks or events, including the costs associated therewith. Such assumptions and calculations er hypothetical
scenarios are necessarily uncertain and may be prone to error or subject to misinterpretation given the long timelines involved
and the lack of an established stngle-approach to identifying, measuring and reporting on many environmental, social and
governance (“ ESG ) matters. The Board” s SSCR Committee is the primary committee responsible for overseeing and
managing our ESG initiatives. Our Director of ESG-Environmental and Sustainability is responsible for driving our
sustainability initiatives, engaging with stakeholders, benchmarking our ESG data, and evaluating potential and emerging ESG
drivers. We note, however, that our governance structure may not be able to adequately identify or manage ESG- related risks
and opportunities, which may include failing to achieve our GHG emissions targets or other ESG- related aspirational goals,
including but not limited to as a result of unforeseen costs or technical difficulties associated with achieving such goals.
Moreover, given the evolving nature of GHG emissions accounting methodologies and climate science, it is possible that factors
outside of our control could give rise to the need to restate or revise our emissions intensity reduction goals, cause us to miss
them altogether, or limit the impact of success of achieving our goals. Additionally, to the extent we meet such targets, they may
be achieved through various contractual arrangements, including the purchase of various credits or offsets that may be deemed
to mitigate our ESG impact instead of actual changes in our ESG performance. However, we cannot guarantee that there will be
sufficient offsets available for purchase given the increased demand from numerous businesses implementing net zero goals, or
that the offsets we do purchase will successfully achieve the emissions reductions they represent. In addition, organizations that
provide information to investors on corporate governance and related matters have developed ratings processes for evaluating
companies on their approach to ESG matters. We and other companies in our industry publish sustainability reports that are
made available to investors. Such ratings and reports are used by some investors to inform their investment and voting
decisions. While such ratings do not impact all investors’ investment or voting decisions, Unfaverable-unfavorable ESG
ratings may lead to increased negative investor sentiment toward us and to the diversion of investment to other industries which
could have a negative impact on our stock price and / or our access to and costs of capital. Additionally, certain institutional
lenders may decide not to provide funding to us based on ESG concerns, which could adversely affect our financial condition
and access to capital for potential growth projects. To the extent ESG matters negatively impact our reputation, we may also be
unable to compete as effectively to recruit or retain employees, which may adversely affect our operations. Furthermore, public
statements with respect to ESG - related matters, such as emissions reduction goals, other environmental targets, or other
commitments addressing certain social issues, are becoming increasingly subject to heightened scrutiny from public and
governmental authorities related to the risk of potential *“ greenwashing, ” (i. e., misleading information or false claims
overstating potential ESG benefits). For example, #rMareh2624-the SEC has recently taken established-the-Climate-and-ESG
FaskForee-inthe Divistonref Enforeement-enforcement action against companies for te-tdentify-and-address-potential-ESG-
related misconduct, including alleged greenwashing. Certain regulators, such as the SEC and various state agencies, as well
as non- governmental organizations and other private actors have also filed lawsuits under various securities and consumer
protection laws alleging that certain ESG - related statements, emission reduction claims, approaches to accounting for GHG
emissions reductions, or other ESG- related goals or standards were misleading, false, or otherwise deceptive . Certain
employment practices and inclusion initiatives are the subject of scrutiny by both those calling for the continued
advancement of such policies, as well as those who believe they should be curbed, including government actors, and the
complex regulatory and legal frameworks applicable to such initiatives continue to evolve. More recent political
developments could mean that the Company faces increasing criticism or litigation risks from certain “ anti- ESG ”
parties, including various governmental agencies. Such sentiment may focus on the Company’ s environmental
commitments (such as reducing GHG emissions) or its pursuit of certain employment practices or social initiatives that
are alleged to be political or polarizing in nature or are alleged to violate laws based, in part, on changing priorities of, or



interpretations by, federal agencies or state governments. The complex regulatory and legal frameworks applicable to
such initiatives continue to evolve. Consideration of ESG- related factors in the Company’ s decision- making could be
subject to increasing scrutiny and objection from such anti- ESG parties . As a result, we may face increased litigation risk
from private parties and governmental authorities related to our ESG efforts. In addition, any alleged claims of greenwashing
against us or others in our industry may lead to further negative sentiment and diversion of investments. Additionally, we could
face increasing costs as we attempt to comply with and navigate further regulatory ESG- related focus and scrutiny. A change in
the jurisdictional characterization of our FERC- jurisdictional pipelines, tribal or local regulatory agencies or a change in policy
by those agencies may result in increased regulation of such asset, which may cause our revenues to decline and operating
expenses to increase or delay or increase the cost of expansion projects. One of our subsidiaries owns an oil pipeline that
extends from South Pass Block 89 in federal waters, offshore Louisiana, to the West Delta Receiving Station in Venice,
Louisiana. This subsidiary has previously been granted a waiver of certain portions of the ICA and related regulations by the
FERC. However, if the pipeline’ s circumstances change, the FERC could, either at the request of other entities or on its own
initiative, assert that such pipeline no longer qualifies for a waiver. In the event that the FERC determines the pipeline no longer
qualified for a waiver, we would likely be required to file a tariff with the FERC, provide a cost justification for the
transportation charge and provide service to all potential shippers without undue discrimination. Such a change in the
jurisdictional status of transportation on this pipeline could adversely affect our results of operations. Please also see Part I,
[tems 1 and 2 Business and Properties — Environmental and Occupational Safety and Health Regulations — Federal Regulation
of Sales and Transportation of Crude Oil for more information. We are upgrading our accounting system to a more recent
version and, if this upgraded version proves ineffective or we experience difficulties with the migration, we may be unable to
timely or accurately prepare financial reports. We are in the process of upgrading our accounting systems. Any problems or
delays associated with the implementation of our accounting platform or the failure to complete such implementation on a
timely basis could adversely affect our ability to report financial information as our company grows, including the filing of our
quarterly or annual reports with the SEC on a timely and accurate basis. After converting from prior systems and processes, we
may discover data integrity problems or other issues that, if not corrected, could impact our business or financial results.
Changes in U. S. trade policy, including the imposition of tariffs and the resulting consequences, could adversely affect
our business, prospects, financial condition and operating results. There is currently significant uncertainty about the
future relationship between the United States and various other countries, including changes that may be implemented
by the Trump Administration with respect to trade policies, treaties, tariffs, taxes, and other limitations on cross- border
operations. For example, on February 1, 2025, the Trump Administration imposed a 25 % tariff on imports from
Mexico and Canada into the United States. Although the imposition of such tariffs has been delayed as of the time of this
filing, such tariffs and, if enacted, any further legislation or actions taken by the U. S. federal government that restrict
trade, such as additional tariffs, trade barriers, and other protectionist or retaliatory measures taken could increase the
cost of our products and the components and raw materials that go into making them. Changes in tariffs, trade barriers,
price and exchange controls and other regulatory requirements between Mexico and Canada, on one hand, and the U.
S., on the other hand could have an adverse effect on our business, prospects, financial condition and operating results,
the extent of which cannot be predicted with certainty at this time. We previously identified material weaknesses in our
internal control over financial reporting that could have, had they not been remediated, resulted in material
misstatements in our financial statements and caused us to fail to meet our reporting and financial obligations. A
material weakness (as defined in Rule 12b- 2 under the Exchange Act) is a deficiency, or a combination of deficiencies, in
internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of a
company’ s annual or interim financial statements will not be prevented or detected on a timely basis. In September
2024, the Company received a notification from a third party suggesting that a mid- level employee (the “ subject
employee ) was engaged in inappropriate procurement practices. In response, the Audit Committee of the Company’ s
Board of Directors (the “ Audit Committee ) conducted a review of such alleged practices by engaging independent
external legal counsel to assist in reviewing the matter and determining the extent of such activities. Such review with
external legal counsel did not identify nor implicate other current or former employees and the subject employee was
separated from the Company. The Audit Committee also did not identify any related material errors in the Company’ s
historical financial statements. However, in the course of its review, the Company identified two material weaknesses.
The first material weakness identified was due to our inability to rely on the review control performed by the subject
employee with respect to the estimated decommissioning costs incorporated into the asset retirement obligations
recognized in our consolidated financial statements. As such, we could not rely on the subject employee’ s judgment in
the operation of the review control, which is performed upon acquisition of oil and gas assets subject to the asset
retirement obligation and when costs are incurred and reassessed. Although the review of such costs was a task unrelated
to the reported conduct subject to our review, we nevertheless determined that the concerns raised regarding the subject
employee’ s reliability made it inappropriate to have relied on such subject employee’ s judgment in the review function.
The second material weakness identified was due to inappropriate segregation of duties without designing and
maintaining effective monitoring controls over the timely review of expenditures associated with asset retirement
obligation spending, capital expenditures and lease operating expenses. As more fully disclosed under Part II, Item 9A.
Controls and Procedures of this Annual Report, our management, with the participation of our interim principal
executive officer and principal financial officer, conducted an evaluation of the effectiveness of our disclosure controls
and procedures as of December 31, 2024. Based on that evaluation, our interim CEO and Chief Financial Officer (“ CFO
) concluded that our disclosure controls and procedures were effective as of December 31, 2024. Additionally, our
management concluded that its internal control over financial reporting was effective as of December 31, 2024.




Management, under the oversight of our Audit Committee, took steps to fully remediate the material weaknesses as
described more fully in Part II, Item 9A. Controls and Procedures of this Annual Report. We can give no assurance that
additional material weaknesses will not arise in the future. The development of any new material weaknesses in our
internal control over financial reporting could result in material misstatements in our consolidated financial statements
and cause us to fail to meet our reporting and financial obligations, which in turn could have a negative impact on our
financial condition, results of operations or cash flows, restrict our ability to access the capital markets, require
significant resources to correct the material weaknesses or deficiencies, subject us to fines, penalties or judgments, harm
our reputation or otherwise cause a decline in both investor confidence and the market price of our stock. Risks Related
to our Capital Structure and Ownership of our Common Stock Our debt level and the covenants in our current or future
agreements governing our debt, including our Bank Credit Facility, and the indentures governing our New-Senior Notes, could
negatively impact our financial condition, results of operations and business prospects. Our failure to comply with these
covenants could result in the acceleration of our outstanding indebtedness. The terms of the agreements governing our debt
impose significant restrictions on our ability to take a number of actions that we may otherwise desire to take, including: ¢
incurring additional debt; ¢ paying dividends on stock, redeeming stock or redeeming subordinated debt; * making investments;
« creating liens on our assets; ¢ selling assets; * guaranteeing other indebtedness; ¢ entering into agreements that restrict
dividends from our subsidiaries to us; * merging, consolidating or transferring all or substantially all of our assets; ¢ hedging
future production; and ¢ entering into transactions with affiliates. Our level of indebtedness, and the covenants contained in the
agreements governing our debt, including the Bank Credit Facility, the indentures for each of Talos Production Inc.’ s (the
Issuer ) 9. 000 % Second- Priority Senior Secured Notes due 2029 (the “ 9. 000 % Notes ) and 9. 375 % Second- Priority
Senior Secured Notes due 2031 (the “ 9. 375 % Notes, ” and together, with the 9. 000 % Notes, our “ New-Senior Notes ), have
important consequences on our operations, including: ¢ requiring that we dedicate a substantial portion of our cash flow from
operating activities to required payments on debt, thereby reducing the availability of cash flow for working capital, capital
expenditures, and other general business activities; ¢ limiting our ability to obtain additional financing in the future for working
capital, capital expenditures, acquisitions and other general business activities; ¢ limiting our flexibility in planning for, or
reacting to, changes in our business and the industry in which we operate; ¢ detracting from our ability to successfully withstand
a downturn in our business or the economy generally; ¢ placing us at a competitive disadvantage against other less leveraged
competitors; and * making us vulnerable to increases in interest rates because debt under our Bank Credit Facility is at variable
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issuance of the New-Senior Notes. We may be required to repay all or a portion of our debt on an accelerated basis in certain
circumstances. If we fail to comply with the covenants and other restrictions in the agreements governing our debt, it could lead
to an event of default and the acceleration of repayment of outstanding debt. Our ability to comply with these covenants and
other restrictions may be affected by events beyond our control, including prevailing economic and financial conditions.
Sustained low oil and natural gas prices have a material and adverse effect on our liquidity position. Our cash flow is highly
dependent on the prices we receive for oil and natural gas. We depend on our Bank Credit Facility for a portion of our future
capital needs. We are required to comply with certain debt covenants and certain financial ratios under the Bank Credit Facility.
Our borrowing base under the Bank Credit Facility, which is redetermined semi- annually, is based on an amount established by
the lenders after their evaluation of our proved oil and natural gas reserve values. Such borrowing base determines the amount
which is available under our Bank Credit Facility . In addition, there is an availability cap in our Bank Credit Facility such
that, if the aggregate exposure of all lenders under the Bank Credit Facility equals or exceeds a certain amount (which
amount is currently below the borrowing base) at any time, the approval of lenders holding at least two- thirds of the
aggregate commitments is required to make any additional loans or issuance of any additional letters of credit . If, due to
a redetermination of our borrowing base, our outstanding borrowings plus outstanding letters of credit exceed our redetermined
borrowing base (referred to as a borrowing base deficiency), we could be required to repay such borrowing base deficiency. Our
Bank Credit Facility allows us to cure a borrowing base deficiency through any combination of the following actions: (i) repay
amounts outstanding sufficient to cure the borrowing base deficiency within 30 days after the existence of such deficiency; (ii)
add additional oil and gas properties acceptable to the banks to the borrowing base and take such actions necessary to grant the
banks a mortgage in such oil and gas properties within 30 days after the existence of such deficiencys; (iii) pay the deficiency in
four equal monthly installments with the first installment due within 30 days after the existence of such deficiency or (iv) any
combination of the above. We are required to elect one of the foregoing options within 10 days after the existence of such
deficiency. We may not have sufficient funds to make such repayments. If we do not repay our debt out of cash on hand, we
could attempt to restructure or refinance such debt, reduce or delay investments and capital expenditures, sell assets, or repay
such debt with the proceeds from an equity offering. We may not eannot-assure-you-that-we-will-be able to generate sufficient
cash flows from operating activities to pay the interest on our debt or that future borrowings, equity financings or proceeds from
the sale of assets are available to pay or refinance such debt. Any refinancing of indebtedness could be at higher interest rates
and may require us to comply with more onerous covenants, which could further restrict business operations. The terms of our
debt, including our Bank Credit Facility and the respective indentures for our New-Senior Notes, may also prohibit us from
taking such actions. Factors that affect our ability to raise cash through offerings of our capital stock, a refinancing of our debt or
a sale of assets include financial market conditions and our market value and operating performance at the time of such
offerings, refinancing or sale of assets. We cannot assure you that any such offerings, restructuring, refinancing or sale of assets
would be successfully completed. The interests of the Slim Family and its affiliates may differ from the interests of our
other stockholders. As of February 19, 2025, Control Empresarial, an entity controlled by the family of Carlos Slim Heli
(collectively, the “ Slim Family ) beneficially owned and possessed voting power of approximately 24. 2 % of our



outstanding common stock. The Slim Family has significant influence over matters submitted to stockholders for
approval, including changes in capital structure, transactions requiring stockholder approval under Delaware law, and
corporate governance. The Slim Family may have different interests than other holders of our common stock and may
make decisions adverse to your interests. Among other things, the Slim Family’ s concentration of voting power could
influence a sale of our company. This concentration of voting power could discourage a potential investor from seeking
to acquire our common stock and, as a result, might harm the market price of our common stock. On December 16,
2024, we entered into a cooperation agreement (“ Cooperation Agreement ) with Control Empresarial. Pursuant to the
Cooperation Agreement, Control Empresarial and its affiliates agreed they would not acquire, agree or seek to acquire
or make any proposal or offer to acquire, or announce any intention to acquire, directly or indirectly, beneficially or
otherwise, any voting securities of the Company (other than in connection with a stock split, stock dividend or similar
corporate action initiated by the Company) that exceeds 25 % of the outstanding voting shares of the Company during
the term of the Cooperation Agreement which expires on December 16, 2025. The Cooperation Agreement does not
contain any other voting or other limitations. A financial crisis may impact our business and financial condition and may
adversely impact our ability to obtain funding under our Bank Credit Facility or in the capital markets. We use our cash flows
from operating activities and borrowings under our Bank Credit Facility to fund our capital expenditures, and we rely on the
capital markets and asset monetization transactions to provide us with additional capital for large or exceptional transactions. As
such, we may not be able to access adequate funding under our Bank Credit Facility as a result of (i) a decrease in our borrowing
base due to the outcome of a borrowing base redetermination or a breach or default under our Bank Credit Facility, including a
breach of a financial covenant e, (ii ) the inability to obtain requisite lender approval for additional loans or letters of
credit above the availability cap or (iii ) an unwillingness or inability on the part of our lending counterparties to meet their
funding obligations. We may also face limitations on our ability to access the debt and equity capital markets and complete
asset sales, increased counterparty credit risk on our derivatives contracts and requirements by our contractual counterparties to
post collateral guaranteeing performance. Events involving limited liquidity, defaults, non- performance or other adverse
developments that affect financial institutions, transactional counterparties or other companies in the financial services industry
or the financial services industry generally, or concerns or rumors about any events of these kinds or other similar risks, have in
the past and may in the future lead to market- wide liquidity problems. Most recently, on May 1, 2023, First Republic was
closed by the California Department of Financial Protection and Innovation (“ DFPI ), which appointed the FDIC as receiver.
The FDIC sold First Republic’ s deposits and most of its assets to JPMorgan Chase Bank, N. A. On March 10, 2023, Silicon
Valley Bank (“ SVB ) was closed by the DFPI, which appointed the FDIC as receiver. Similarly, on March 12, 2023, Signature
Bank and Silvergate Capital Corp. were each swept into receivership. Although a statement by the Department of the Treasury,
the Fed and the FDIC indicated that all depositors of SVB would have access to all of their money after only one business day of
closure, including funds held in uninsured deposit accounts, borrowers under credit agreements, letters of credit and certain other
financial instruments with SVB, Signature Bank or any other financial institution that is placed into receivership by the FDIC
may be unable to access undrawn amounts thereunder. Access to funding sources and other credit arrangements could be
significantly impaired by factors that affect the financial services industry or economy in general. In addition, from time to time,
we could be required to, or we or our affiliates may seek to, retire or purchase our outstanding debt through cash purchases and /
or exchanges for equity or debt, open- market purchases, privately negotiated transactions or other transactions. Such debt
repurchase or exchange transactions, if any, will be upon such terms and at such prices as we may determine and will depend on
prevailing market conditions, our liquidity requirements, contractual restrictions and other factors. The amounts involved may
be material. Such transactions may give rise to taxable cancellation of indebtedness income (to the extent the fair market value
of the property exchanged, or the amount of cash paid to acquire the outstanding debt, is less than the adjusted issue price of the
outstanding debt) and adversely impact our ability to deduct interest expenses in respect of our debt against our taxable income
in the future. This could result in a current or future tax liability, which could adversely affect our financial condition and cash
flows. We require substantial capital expenditures to conduct our operations and replace our production, and we may be unable
to obtain needed financing on satisfactory terms necessary to fund our planned capital expenditures. We spend a substantial
amount of capital for the acquisition, exploration, exploitation, development, and production of oil and natural gas reserves. We
fund our capital expenditures primarily through operating cash flows, cash on hand and borrowings under our Bank Credit
Facility, if necessary. The actual amount and timing of our future capital expenditures may differ materially from our estimates
as a result of, among other things, oil and natural gas prices, actual drilling results, the availability of drilling rigs and other
services and equipment and regulatory, technological and competitive developments. A further reduction in commodity prices
may result in a further decrease in our actual capital expenditures, which would negatively impact our ability to grow
production. Our cash flow from operations and access to capital is subject to a number of variables, including: * our proved
reserves; * the level of hydrocarbons we are able to produce from our wells; ¢ the prices at which our production is sold; ¢ our
ability to acquire, locate and produce new reserves; and * our ability to borrow under our Bank Credit Facility. If low oil and
natural gas prices, operating difficulties, declines in reserves or other factors, many of which are beyond our control, cause our
revenues, cash flows from operating activities, and the borrowing base under our Bank Credit Facility to decrease, we may be
limited in our ability to fund the capital necessary to complete our capital expenditure program. After utilizing our available
sources of financing, we may be forced to raise additional debt or equity proceeds to fund such capital expenditures. We cannot
be sure that additional debt or equity financing will be available, and we cannot be sure that cash flows provided by operations
will be sufficient to meet these requirements. For example, the ability of oil and gas companies to access the equity and high
yield debt markets has been, and continues to be, significantly limited. We are a holding company that has no material assets
other than our ownership of the equity interests of Talos Production Inc. Accordingly, we are dependent upon distributions from
Talos Production Inc. to pay taxes, cover our corporate and other overhead expenses and pay dividends, if any, on our common



stock. We are a holding company that has no material assets other than our ownership of the equity interests of Talos Production
Inc. We have no independent means of generating revenue. To the extent Talos Production Inc. has available cash, we will cause
Talos Production Inc. to make distributions of cash to us, directly and indirectly through our wholly owned subsidiaries, to pay
taxes, cover our corporate and other overhead expenses and pay dividends, if any, on our common stock. As we have never
declared or paid any cash dividends on our common stock, we anticipate that any available cash, other than the cash distributed
to us to pay taxes and cover our corporate and other overhead expenses, will be retained by Talos Production Inc. to satisfy its
operational and other cash needs. Accordingly, we do not anticipate paying any cash dividends on our common stock in the
foreseeable future. Although we do not expect to pay dividends on our common stock, if our Board of Directors decides to do so
in the future, our ability to do so may be limited to the extent Talos Production Inc. is limited in its ability to make distributions
to us, including the significant restrictions the agreements governing Talos Production Inc.” s debt impose on the ability of Talos
Production Inc. to make distributions and other payments to us. To the extent that we need funds and Talos Production Inc. is
restricted from making such distributions under applicable law or regulation or under the terms of our financing agreements, or
is otherwise unable to provide such funds, it could materially adversely affect our liquidity and financial condition. See Part IV,
Item 15. Exhibits and Financial Statement Schedules — Note 8§ — Debt — Limitation on Restricted Payments Including
Dividends for additional information. Our estimates of future asset retirement obligations may vary significantly from period to
period and unanticipated decommissioning costs could materially adversely affect our current and future financial position and
results of operations. We are required to record a liability for the discounted present value of our asset retirement obligations to
plug and abandon inactive, non- producing wells, to remove inactive or damaged platforms, facilities and equipment, and to
restore the land or seabed at the end of oil and natural gas operations. These costs are typically considerably more expensive for
offshore operations as compared to most land- based operations due to increased regulatory scrutiny and the logistical issues
associated with working in waters of various depths. Estimating future restoration and removal costs in the U. S. Gulf of Mexiee
America is especially difficult because most of the removal obligations may be many years in the future, regulatory
requirements are subject to change or more restrictive interpretation, and asset removal technologies are constantly evolving,
which may result in additional or increased or decreased costs. As a result, we may significantly increase or decrease our
estimated asset retirement obligations in future periods. For example, because we operate in the U. S. Gulf of Mextee-America ,
platforms, facilities and equipment are subject to damage or destruction as a result of hurricanes and other adverse weather
conditions. The estimated costs to plug and abandon a well or dismantle a platform can change dramatically if the host platform
from which the work was anticipated to be performed is damaged or toppled rather than structurally intact. Accordingly, our
estimates of future asset retirement obligations could differ dramatically from what we may ultimately incur as a result of
damage from a hurricane or other natural disaster. Also, a sustained lower commodity price environment may cause our non-
operator partners to be unable to pay their share of costs, which may require us to pay our proportionate share of the defaulting
party’ s share of costs. We have divested, as assignor, various leases, wells and facilities located in the U. S. Gulf of Mextee
America where the purchasers, as assignees, typically assume all abandonment obligations acquired. Certain of these
counterparties in these divestiture transactions or third parties in existing leases have filed for bankruptcy protection or
undergone associated reorganizations and may not be able to perform required abandonment obligations. Under certain
circumstances, regulations or federal laws such as the OCSLA could impose joint and several strict liability and require
predecessor assignors, such as us, to assume such obligations. As of December 31, 2023-2024 , we have accrued $3-5 . 3-5
million and $ +2-14 . 3-5 million in obligations reflected as “ Other current liabilities ” and “ Other long- term liabilities
respectively, on the Consolidated Balance Sheets. See Part IV, Item 15. Exhibits and Financial Statement Schedules — Note 2
— Summary of Significant Accounting Policies and Note PartFvVttem-1 5 —Exhibits-and-Finanetal-Statement-Sehedwles—
Note+4— Commitments and Contingencies for more information. We may not realize the anticipated benefits from our current
assets and future acquisitions, and we may be unable to successfully integrate future acquisitions. Our growth strategy will, in
part, rely on acquisitions. We have to plan and manage acquisitions effectively to achieve revenue growth and maintain
profitability in our evolving market. We expect to grow in the future by expanding the exploitation and development of our
existing assets, in addition to growing through targeted acquisitions in the U. S. Gulf of Mexiee-America or in other basins. We
may not realize all of the anticipated benefits from our future acquisitions, such as increased earnings, cost savings and revenue
enhancements, for various reasons, including difficulties integrating operations and personnel higher than expected acquisition
and operating costs or other difficulties, mexperlence Wrth operatrng 1n new geographlc regrons unknown habrhtres inaccurate
reserve estrmates and fluctuations in market prrces I 6 pending-QuatrterNorth

; . In addrtron integrating acqurred busrnesses and properties
involves a number of spe01al rrsks and unforeseen difficulties can arise in integrating operations and systems and in retaining and
assimilating employees. These difficulties include, among other things:  operating a larger organization; * coordinating
geographically disparate organizations, systems and facilities; ¢ integrating corporate, technological and administrative
functions; ¢ diverting management’ s attention from regular business concerns; * diverting financial resources away from
existing operations; ¢ increasing our indebtedness; and ¢ incurring potential environmental or regulatory liabilities and title
problems. Any of these or other similar risks could lead to potential adverse short- term or long- term effects on our operating
results. The process of integrating our operations could cause an interruption of, or loss of momentum in, the activities of our
business. Members of our management may be required to devote considerable amounts of time to this integration process,
which decreases the time they have to manage our business. If our management is not able to effectively manage the integration
process, or if any business activities are interrupted as a result of the integration process, our business could suffer. Our current
assets and future acqursltlons eeu}d-expose us to potentrally srgmﬁcant habrhtres 1nclud1ng P & A 11ab111t1es We—expeet—t-hat
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number of factors, including estimates of recoverable reserves, the timing of recovering reserves, exploration potential, future oil
and natural gas prices, operating costs and potential environmental, regulatory and other liabilities, including P & A liabilities.
Such assessments are inexact and may not disclose all material issues or liabilities. In connection with our assessments, we
perform a review of the-aeguired-properties we expect to lease or acquire . However, such a review may not reveal all existing
or potential problems. In addition, our review may not permit us to become sufficiently familiar with the properties to fully
assess their deficiencies and capabilities. There may be threatened, contemplated, asserted or other claims against the aequiree
assets related to environmental, title, regulatory, tax, contract, litigation or other matters of which we are unaware, which could
materially and adversely affect our production, revenues and results of operations. We may be successful in obtaining
contractual indemnification for preclosing liabilities, including environmental liabilities, but we expect that we will generally
acquire interests in properties on an “ as is ” basis with limited remedies for breaches of representations and warranties. In
addition, even if we are able to obtain such indemnification from the sellers, these indemnification obligations usually expire
over time and could potentially expose us to unindemnified liabilities, which could materially adversely affect our production,
revenues and results of operations. Resolution of litigation could materially affect our financial position and results of
operations. Resolution of litigation could materially affect our financial position and results of operations. To the extent that
potential exposure to liability is not covered by insurance or insurance coverage is inadequate, we may incur losses that could be
material to our financial position or results of operations in future periods. See Part I, Item 3. Legal Proceedings for more
information. The corporate opportunity provisions in our Second Amended and Restated Certificate of Incorporation could
enable others to benefit from corporate opportunities that might not otherwise be available to us. Subject to the limitations of
applicable law, our Second Amended and Restated Certificate of Incorporation, among other things: ¢ permits us to enter into
transactions with entities in which one or more of our officers or directors are financially or otherwise interested; ¢ permits our
officers or directors who are also officers, directors, employees, managing directors, or other affiliate of a Principal Stockholder
(as defined in the Second Amended and Restated Certificate of Incorporation) to conduct business that competes with us and to
make investments in any kind of property in which we may make investments; and  provides that if any of our officers or
directors who is also an officer, director, employee, managing director or other affiliate of the Principal Stockholders becomes
aware of a potential business opportunity, transaction or other matter (other than one expressly offered to that director or officer
in writing solely in his or her capacity as an director or officer of us), that director or officer will have no duty to communicate or
offer that opportunity to us, and will be permitted to communicate or offer that opportunity to any other entity or individual and
that director or officer will not be deemed to have acted in a manner inconsistent with his or her fiduciary duty to us or our
stockholders. Any of our directors may vote upon any contract or any other transaction between us and any affiliated
corporation without regard to the fact that such person is also a director or officer of such affiliated corporation. These
provisions create the possibility that a corporate opportunity that would otherwise be available to us may be used for the benefit
of others. Our Second Amended and Restated Certificate of Incorporation designates the Court of Chancery of the State of
Delaware and, to the extent enforceable, the federal district courts of the United States of America as the sole and exclusive
forum for certain types of actions and proceedings that may be initiated by our stockholders, which could limit our stockholders’
ability to obtain a favorable judicial forum for disputes with us or our directors, officers, employees or agents. Our Second
Amended and Restated Certificate of Incorporation provides that, unless we consent in writing to the selection of an alternative
forum, the sole and exclusive forum for (i) any derivative action or proceeding brought on our or our stockholders’ behalf, (ii)
any action asserting a claim of breach of a fiduciary duty owed by any of our current or former directors, officers, employees,
agents and stockholders to us or our stockholders, (iii) any action asserting a claim arising pursuant to any provision of the
Delaware General Corporation Law (“ DGCL ”) . our Second Amended and Restated Certificate of Incorporation or our
Second Amended and Restated Bylaws, (iv) any action as to which the DGCL confers jurisdiction to the Court of Chancery of
the State of Delaware, or (v) any other action asserting a claim that is governed by the internal affairs doctrine shall be the Court
of Chancery of the State of Delaware. Our Second Amended and Restated Certificate of Incorporation also provides that, to the
fullest extent permitted by applicable law, the federal district courts of the U. S. are the exclusive forum for resolving any
complaint asserting a cause of action arising under the Securities Act, subject to and contingent upon a final adjudication in the
State of Delaware of the enforceability of such exclusive forum provision. Section 22 of the Securities Act creates concurrent
jurisdiction for federal and state courts with respect to suits brought to enforce a duty or liability created by the Securities Act or
the rules and regulations thereunder. Accordingly, both state and federal courts have jurisdiction to entertain claims under the
Securities Act. Notwithstanding the foregoing, the exclusive forum provision does not apply to suits brought to enforce any
liability or duty created by the Exchange Act or any other claim for which the federal courts have exclusive jurisdiction. Section
27 of the Exchange Act creates exclusive federal jurisdiction over all suits brought to enforce any duty or liability created by the
Exchange Act or the rules and regulations thereunder. Any person or entity purchasing or otherwise acquiring an interest in any
shares of our capital stock shall be deemed to have notice of and to have consented to the forum provisions in our Second
Amended and Restated Certificate of Incorporation. These choice- of- forum provisions may limit a stockholder’ s ability to
bring a claim in a judicial forum that he, she or it believes to be favorable for disputes with us or our directors, officers or other
employees, which may discourage such lawsuits. Alternatively, if a court were to find these provisions of our Second Amended
and Restated Certificate of Incorporation inapplicable or unenforceable with respect to one or more of the specified types of
actions or proceedings, we may incur additional costs associated with resolving such matters in other jurisdictions, which could
materially adversely affect our business, financial condition and results of operations and result in a diversion of the time and
resources of our management and board of directors. While the Delaware courts have determined that choice of forum
provisions of this type are facially valid, uncertainty exists as to whether a court would enforce such provision, and as such, a
stockholder may nevertheless seek to bring a claim in a venue other than those designated in our exclusive forum provision. In
such instance, to the extent applicable, we would expect to vigorously assert the validity and enforceability of our exclusive



forum provision. This may require additional costs associated with resolving such action in other jurisdictions and there can be
no assurance that the provisions will be enforced by a court in those other jurisdictions. Future sales, or the perception of future
sales, by us or our existing stockholders in the public market could cause the market price for our common stock to decline. The
sale of substantial amounts of shares of our common stock in the public market, or the perception that such sales could occur,
could harm the prevailing market price of shares of our common stock. These sales, or the possibility that these sales may occur,
also might make it more difficult for us to sell equity securities in the future at a time and at a price that we deem appropriate.
Certain holders of our common stock rineluding-eertainformer-stoekhotders-ef EnVenare entitled to rights with respect to
registration of approximately 17. 9 million shares of our common stock (representing approximately +-10 . 3-0 % of the
outstanding shares of our common &locl as of FLbl uary 2—1—19 %9%4—2025 ) under the Securities Act pursuant to certain
registration rights d”lCLanlS ln additton;,wein Ato eistrat i ; At i i e

registrationrrights;setha large numbc1 ()l shares 0f—t-he—mafket—pﬂee—fer—0ul common stock are sold in the public market, such

sales could be-reduce the trading price of our shares of common stock. In the future, we may also issue securities if we
need to raise capital in connection with a capital raise or as consideration to finance any acquisitions. The number of
shares of our common stock issued in connection with such an offering could constitute a material portion of our then-
outstanding shares of our common stock and result in dilution of the voting power of our current stockholders and
negatively impact the trading price of our common stock. Actions of any activist stockholders or others could materially
and adversely affeeted--- affect —The-interests-our business, results of operations the-ShmFamily-and #ts-afftiates-stock
price. We may differ-become subject to actions or proposals from stockholders or others that may not align with our

busmess strategles or the mluests 0[ our other stock mIdus On December 16 As—e-PFebfu&Fyz”—l— 2024, ﬁn—eﬂt-rey—eeﬂffe{-}e&

. There can be no assurance lhdl we may not become subject t0 future activities
initiated by stockholders. Actions taken by the Board and management in seeking to maintain constructive engagement
with certain stockholders may not be successful to prevent the occurrence of stockholder campaigns, and responding to
such eenditions-wil-actions can be satisfted-costly and time- consuming, disrupt or-our that-business and operations, and
divert the QuarterNorth-Aequisition-with-attention of the Board, management, and employees from the pursuit of our
business strategies. The Company has incurred, and may in the future incur, expenses related to stockholder matters,
and future stockholder activism activities could interfere with our ability to execute our strategic plan. Activist
stockholders or others may create perceived uncertainties as to the future direction of our business or strategy, which
may be eonsummated-on-the-terms-exploited by our competitors and may make it more difficult to attract and retain
qualified personnel and potential customers, and may affect our relationships with earrently—- current eontemplated
customers, vendors, investors and other third parties. In addition, a proxy contest or-for the election of directors at at-an
annual meeting would require us to incur significant legal fees and proxy solicitation expenses and require significant



time and attention by management and our Board . In connection with any activist campaign, we may choose to
initiate, or may become subject to, litigation, which would serve as a further distraction to our Board, management and
employees and would require us to incur additional costs. We have previously adopted borrowings-are-required-to
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