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Parsley Energy celebrated its ten-year anniversary in 2018 with 
one of our strongest operational performances to date, as we both 
expanded operating margins to Company-record levels and greatly 
enhanced our operational efficiency. As we set the course for 2019, 
our top priorities are demonstrating meaningful progress toward 
sustainable free cash flow generation and recording a tangible 
year-over-year improvement in capital efficiency. Underpinning these 
key objectives is a deliberate shift in our development approach 
to prioritize project-level rate of return, a strategy enabled by our 
deep, high-quality inventory.



Over the past decade, technological innovation sparked a shale 
revolution in the United States, and Parsley helped push that 
leading edge. Bryan Sheffield started this company in the 

summer of 2008 with little more than a handful of operating contracts 
for a few dozen vertical wells. With Bryan’s visionary leadership and 
that initial toehold, we worked to build out a talented team and achieve 
sufficient scale in the most attractive basin in the country. Parsley 
Energy now operates as a publicly traded company with an $8 billion 
enterprise value and runs 12 horizontal rigs across an expansive 
192,000 net acre footprint in the heart of the Permian Basin. Our team 
is committed to the communities in which we operate and proud to 
be at the heart of the region that produces the energy needed to 
power our daily lives. Simply put, we scaled up rapidly in short order and 
built a disciplined and responsible company that has a bright future. 

Having focused on building scale in 2017, our 2018 program centered 
on a steady development pace that prioritized operational continuity 
and helped make us a more efficient organization. We took meaningful 
strides forward in our drilling and completion efficiency, with footage 
per operational day up significantly year over year. In fact, we set a new 
Company record for completion efficiency in 3Q18 and then bested 
that effort in 4Q18, highlighting our sustained operational momentum. 
Overall, we covered more ground in less time in 2018 and recaptured 
the top-rate operational efficiency Parsley expects to deliver.

Parsley’s operational momentum in 2018 coincided with a volatile 
time for oil prices, especially in the Permian. However, it was in these 

tumultuous times that the bench strength we have assembled 
throughout the organization shone through. As we built scale during 
2017, our marketing team worked on agreements to ensure our products 
had both dependable flow assurance and pricing diversification. 
This proactive marketing strategy paid dividends throughout 2018 
as we successfully navigated a challenging midstream takeaway 
situation without interruption and delivered a realized oil price that 
comfortably outpaced both our peers and local Midland prices. 

We also remain sharply focused on costs, and thanks to a tireless 
effort by our teams in the field and the growing benefits of scale, 
we lowered our per unit lease operating and cash G&A expense by a 
combined 17% year-over-year. Layering this stringent cost control 
on top of strong realized pricing produced robust operating cash 
margins, and Parsley set a company-record on this front during 
2018. Coupling these healthy operating margins with differentiated 
organic oil production growth resulted in a near doubling of our 
cash flow per share in 2018. 

We continue to work from a position of financial strength, with low 
leverage and ample liquidity that was further bolstered by disciplined 
pruning of low priority assets through the year and an opportunistic 
divestiture at year end. In addition, by hedging a higher percentage 
of our oil production than many of our peers, we are able to better 
protect our cash flow and balance sheet from commodity price 
downside, while preserving meaningful upside in a stronger oil price 
environment. 

P A R S L E Y  E N E R G Y

2

Year End 2018 Leasehold

MARTIN HOWARDANDREWS

GLASSCOCK

ECTOR MIDLAND
WINKLER

REEVES

UPTON

WARD

CRANE

PECOS

REAGAN

L O N G  R E I N V E S T M E N T  
R U N W A Y  P R O V I D E S  
D E V E L O P M E N T  O P T I O N A L I T Y



S E T T I N G  T H E  C O U R S E 3

2 0 1 8  A N N U A L  R E P O R T

1,400

1,200

1,00

800

600

400

200

0
Drilled Feet per Operational

Day per Rig 3

2017 2018

Stimulated Lateral Feet per Operation
Day per Crew 3

E N H A N C E D  D R I L L I N G  A N D  C O M P L E T I O N  E F F I C I E N C Y

$16

$15

$14

$13

$12

$11

$10

$9

$8

80%

75%

70%

65%

60%

55%

50%

45%

40%
2015 2016 2017 2018

R O B U S T  O P E R A T I N G  C A S H  M A R G I N

4 Operating Cash Margin 5

OPERATING CASH M
ARGIN (%

)

PE
R-

UN
IT

 O
PE

RA
TI

NG
 C

OS
TS

 ($
/B

OE
)

Drilling efficiency improved 13% YoY
Completion efficiency improved 27% YoY

1 Data based on publicly available company filings. PE realized prices shown net of gathering fees. 

2  Peers include CDEV, CPE, CXO, FANG, HK, JAG, LPI, MTDR, and SM. Permian only oil realizations shown where applicable. 

3 Operational day measured as days equipment is active and does not include mobilization or other idle time.

4  Per-unit operating costs include lease operating expenses, cash based general and administrative expenses (exclusive of stock-based compensation), and production 
and ad valorem taxes. Transportation and processing costs are excluded from 2018 to normalize for the period over period impacts of adopting ASC 606. 

5  Operating cash margin percentage is a non-GAAP financial measure. For a reconciliation to the most directly comparable GAAP financial measure, please see the section 
entitled “Operating Cash Margin Reconciliation” at the end of this annual report or the supplementary slides of our latest investor presentation posted on our website. 
Operating cash margin percentage calculated as operating cash margin per Boe divided by realized price per Boe excluding hedges. As used by the company, operating 
cash margin is defined as realized price per Boe excluding hedges less per-unit operating costs including transportation and processing costs.
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Parsley realized positive pricing uplift  
versus local Midland prices in 2018



“ Our team is committed  
to the communities in 
which we operate and 
proud to be at the heart  
of the region that produces 
the energy needed to 
power our daily lives.” 
 
—   M A T T  G A L L A G H E R 
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Parsley’s commitment to positive community stewardship remained 
steadfast in 2018, exemplified by joining the Permian Strategic 
Partnership, a group dedicated to the future of the Permian Basin. 
Our efforts as a responsible operator continued to resonate 
throughout the organization with the completion of a promising water 
recycling project and the addition of new technologies to help prevent 
leaks and spills, reduce emissions, and additional efforts to minimize 
our environmental footprint.

I am proud of our team’s accomplishments in 2018, but recognize 
our work is far from complete. We operate in a dynamic landscape 
that can, and does change quickly. Therefore, it is incumbent upon 
us as operators to be adaptive and nimble. Yet at all times and in all 
environments, we must be focused on the returns of each incre-
mental dollar invested.

For 2019, we have committed to a disciplined development budget 
that reduces our baseline activity from sixteen rigs and five frac 
crews to twelve to fourteen rigs and three to four frac crews. This 
budget was designed to ensure Parsley takes another major step 
forward on our path to self-funded growth this year in any commodity 
price environment, while continuing to build upon hard-earned 
operational efficiency gains. 

One of the cornerstones of our 2019 development approach is a 
deliberate shift to prioritize project level rate-of-return over project 
level net present value, a strategy enabled by our deep, high-quality 
inventory. In practice, this means high-grading our well selection 
process, concentrating more activity in our highest return areas, and 
optimizing completions and spacing patterns. Overall, it means better 
wells, shorter payback periods and increasing cash flow velocity. 
This approach will have a compounding effect for years to come. 

Ultimately, we believe this returns-focused approach to project 
selection will facilitate two key outcomes at the corporate level for 

Parsley. First, it accelerates our progress toward self-funded growth. 
We now expect to turn the corner to sustainable free cash flow 
during the fourth quarter of 2019 at an oil price in the low $50s. An 
oil price higher than that would simply expand that free cash flow 
profile and accelerate shareholder return initiatives. 

We have the core inventory depth and the short cycle projects that 
allow us to adapt and be nimble. This combination lets us set a returns- 
focused course for 2019 that helps achieve our second key targeted 
outcome - a tangible 8-10%+ year-over-year improvement in capital 
efficiency. We expect both productivity gains and capex savings to 
drive this improvement. Our team stands poised to deliver on an 
advantaged program in 2019, paving a path to the prize we are all 
playing for as shareholders – sustainable free cash flow and top-tier 
corporate returns.

Bryan set us on a path to success and Parsley Energy is built to last. 
I am excited to help write the next chapter for Parsley and be a link in 
the vital energy industry chain that fuels our daily life. We have set 
the course for Parsley Energy in a financially and environmentally 
responsible way, and we appreciate your continued support as we 
look forward to executing our 2019 action plan.

Matt Gallagher
President and Chief Executive Officer
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Operating cash margin is a non-GAAP financial measure. As used by the Company, operating cash margin is 
defined as realized price per Boe excluding hedges less per-unit operating costs including transportation and 
processing costs.

Free cash flow is a non-GAAP financial measure. As used by the Company, free cash flow is defined as cash flow 
from operations before changes in operating assets and liabilities less development capital expenditures.
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CONTACT INFORMATION

AUSTIN OFFICE  
303 Colorado Street • Suite 3000 
Austin, TX 78701 
737-704-2300

MIDLAND OFFICE 
1703 E. County Road 120 
Midland, TX 79706 
432-818-2100

COMMON STOCK

The company’s Class A common stock is 
traded on the New York Stock Exchange under 
the symbol PE.

INDEPENDENT AUDITOR

KPMG LLP  
2323 Ross Avenue • Suite 1400  
Dallas, TX 75201

TRANSFER AGENT

For shareholder questions regarding transfer 
of shares, lost stock certificates, duplicate 
mailings, change of address or other similar 
matters, please contact our Transfer Agent:

American Stock Transfer & Trust Company 
6201 15th Avenue, Brooklyn, NY 11219  
800-937-5449  
 info@astfinancial.com

INDEPENDENT PETROLEUM ENGINEERS

Netherland, Sewell & Associates, Inc.  
2100 Ross Avenue • Suite 2200  
Dallas, TX 75201

VISIT OUR WEBSITE 

www.parsleyenergy.com

INVESTOR RELATIONS

Shareholders, brokers, securities analysts, 
portfolio managers seeking information about 
the company may email us at  
ir@parsleyenergy.com or call: 
Kyle Rhodes 
Director of Investor Relations 
512-505-5199

ANNUAL MEETING

The Annual Meeting of Stockholders will be 
held on Friday, May 24, 2019, at 8:00 a.m. 
Central Time at The W Austin Hotel 200 
Lavaca Street, Austin, TX 78701

MANAGEMENT

EXECUTIVE OFFICERS

MATT GALLAGHER 
President and Chief Executive Officer

BRYAN SHEFFIELD 
Executive Chairman

DAVID DELL’OSSO 
Executive Vice President — 
Chief Operating Officer

RYAN DALTON 
Executive Vice President —  
Chief Financial Officer

COLIN ROBERTS 
Executive Vice President —  
General Counsel

SENIOR VICE PRESIDENTS

CECILIA CAMARILLO 
Senior Vice President —  
Accounting

MIKE HINSON 
Senior Vice President — 
Corporate Development, Co-founder

THOMAS LAYMAN 
Senior Vice President — 
Geoscience

STEPHANIE REED 
Senior Vice President — 
Land and Marketing

PAUL TREADWELL 
Senior Vice President —  
Production Operations, Co-founder

VICE PRESIDENTS

MARK BROWN 
Vice President — 
Security and Risk Management

CARRIE ENDORF 
Vice President — 
Reservoir Engineering and Planning

ROB HEMBREE 
Vice President — 
Information Technology

JODY JORDAN 
Vice President — 
Marketing

LANDON MARTIN 
Vice President —  
Drilling Engineering

KRISTIN McCLURE 
Vice President — 
Human Resources

MARK TIMMONS 
Vice President — 
Field Operations

BOARD OF DIRECTORS

BRYAN SHEFFIELD 
Executive Chairman and 
Chairman of the Board

MATT GALLAGHER 
President, Chief Executive Officer,  
and Director

A.R. ALAMEDDINE 2,5 
Director

RONALD BROKMEYER 1,2,4  
Director

WILLIAM L. BROWNING 1,3  
Director

DR. HEMANG DESAI 1,2  
Director

KAREN HUGHES 2,3  
Director

DAVID SMITH 3  
Director

JERRY WINDLINGER 2,3,4  
Director

1  Member of the Audit Committee

2  Member of the Compensation Committee

3  Member of the Nominating and Governance Committee

4  Member of the Reserves Committee

5  Lead Director
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OPERATING CASH MARGIN RECONCILIATION
 
Operating cash margin is not a measure of operating income as determined by generally  
accepted accounting principles in the United States (“GAAP”). The amounts included in the 
calculations of operating cash margin were computed in accordance with GAAP. Operating 
cash margin is presented herein and reconciled to the GAAP measure of net income attributable 
to Parsley Energy, Inc. (the “Company”) stockholders. The Company defines operating cash 
margin as net income (loss) before income tax expense (benefit), other revenues, depreciation, 
depletion and amortization, exploration and abandonment costs, stock-based compensation, 
acquisition costs, asset retirement obligation accretion expense, other operating expenses, 
net interest expense, (gain) loss on sale of property, prepayment premium 

on extinguished debt, derivative (gain) loss, change in Tax Receivable Agreement  liability,  
interest income, and other (income) expense. The Company uses operating cash margin as an 
indicator of the Company’s profitability and ability to manage its operating income. This 
measure is provided in addition to, and not as an alternative for, and should be read in 
conjunction with, the information contained in the Company’s condensed consolidated 
financial statements prepared in accordance with GAAP (including the notes), included in its 
U.S. Securities and Exchange Commission filings and posted on its website. The following 
table provides a reconciliation of operating cash margin to net income attributable to Parsley 
Energy, Inc. stockholders.

      

   2018   2017

Net income attributable to  Parsley Energy, Inc. stockholders $ 369,127 $ 106,774

 Net income (loss) attributable to noncontrolling interests  76,842  17,146

 Income tax expense (benefit)  105,475  5,708

 Other revenues  (11,684)  (5,050)

Depreciation, depletion and amortization  584,857  352,247

 Exploration and abandonment costs  162,539  39,345

 Stock-based compensation  19,877  19,619

 Acquisition costs  167  10,977

 Accretion of asset retirement obligations  1,422  971

 Other operating expenses  19,863  10,638

 Interest expense, net  131,460  97,381

 (Gain) loss on sale of property  (6,454)  14,332

 Prepayment premium on extinguishment of debt  –  3,891

 Derivative (gain) loss  (50,342)  66,135

 Change in TRA liability  437  (35,847)

Interest income  (5,464)  (7,936)

Other expense (income)  340  (783)

Operating cash margin $ 1,398,462 $ 695,548

 Operating cash margin per Boe $ 35.02 $ 28.06

 Average price per Boe,  without realized derivatives $ 45.44 $ 38.80

Operating cash margin percentage  77%  72%
1 Certain reclassifications to prior period amounts have been made to conform with current presentation.

Year Ended December 31,

PA R SL E Y E NE R GY,  IN C .  A ND S U B SID I A R IE S O P E R AT IN G C A SH M A R G IN
(U N A U D I T E D ,  I N  T H O U S A N D S ,  E X C E P T  F O R  P E R  U N I T  D ATA) 1

M O N T H LY  S T O C K  P E R F O R M A N C E 
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Parsley Energy

- 14%

- 38%

+ 32%

S&P 500 Total Return

DJSOEPT

* Assumes an investment of $100 on May 22,
2014 in our Class A common stock (using 
the IPO price of $18.50), the Dow Jones U.S.
Select Oil Exploration & Production Total 
Return Index, and the S&P 500 Total Return 
Index, including the reinvesmtn of dividends,
if any. Fiscal year ending December 31.
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