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PUV\YUL[PUJVTLJHZOÅV^HUK
return on capital employed (ROCE)
and increased U.S. oil production
20 percent while reducing debt, paying
our dividend and generating free cash
ÅV^;OLZLYLZ\S[ZHYLWHY[PJ\SHYS`
remarkable given that oil averaged
a modest $50 a barrel last year - a
[LZ[HTLU[[V[OLJHWP[HSLɉJPLUJ`

MYLLJHZOÅV^4VYLV]LY^LJHU
KLSP]LY[OPZÄYZ[JSHZZWLYMVYTHUJLH[
oil prices as low as $50. That is the
power of premium.
EOG has a history of earning
peer-leading ROCE, averaging 13
percent over the past 20 years.D Our
return-focus and diverse portfolio

“Our return-focus and diverse portfolio of assets, supported
I`HIV[[VT\WÅH[KLJLU[YHSPaLKVYNHUPaH[PVUJVU[PU\LZ[V
KYP]LKPќLYLU[PH[LK96*,WLYMVYTHUJLPU[OL, 7ZWHJL¹
William R. Thomas
Chairman of the Board and Chief
,_LJ\[P]L6ɉJLY

EOG is a rate-of-return incentivized
company and has been since its
founding. Our return-focused culture
prompted a rigorous upgrade to our
investment return standard at the
bottom of the commodity price cycle
in 2016: in order to be considered
for capital dollars, new wells are
required to earn a minimum 30 percent
rate of returnA at $40 oil and $2.50
natural gas.

of our premium drilling inventory.
(UH]LYHNLWYLTP\T^LSS»ZÄYZ[`LHY
gross oil production is twice as much
MVYHIV\[OHSM[OLÄUKPUNJVZ[VMH
non-premium well, which translates to
HYV\NOS`Ä]LMVSKPUJYLHZLPUYL[\YUZB
What is equally important is how we
consistently replace our inventory.
We continue to improve both
the size and quality by organically
adding better locations substantially
faster than our drilling pace. We
added 2,000 net premium locations
in 2017, which is almost four times
the number of net wells completed.

“Going forward, our vision is to be the E&P company earning
ROCE that is not only the best among our peers but also
competitive with the best companies outside our industry.”
This “premium well” capital allocation
standard has permanently changed the
game. We did not relax the standard
in the face of improving prices in
2017. All seven of EOG’s operating
teams across every major North
American basin and our international
teams know that to receive funding,
investments need to exceed the
premium return hurdle rate.
We are proud to report that our
operational teams delivered in
2017. Our drilling program earned
an average rate of returnA of 63%
calculated on the premium $40 oil
price deck and 92% using 2017
realized prices.
4VYLPTWVY[HU[S`[OLZLYH[LZVM
YL[\YUHYLYLÅLJ[LKPUV\YIV[[VT
SPULÄUHUJPHSWLYMVYTHUJLHUKPUV\Y
operational performance. In 2017,
^LYLHSPaLKZPNUPÄJHU[PTWYV]LTLU[

New drilling inventory was sourced
from both existing and emerging
plays - we added the First Bone
Spring Sand target in the Delaware
Basin and introduced the Woodford
Oil Window in the Eastern
Anadarko Basin.
Our premium inventory now totals
a massive 8,000 net locations and
7.3 billion barrels of oil equivalentC
in geologic sweet spots across six
areas, the Delaware Basin, Eagle Ford,
Bakken, Powder River Basin, DJ Basin
and Anadarko Basin. The diversity of
our horizontal oil assets is unmatched
in the industry. This unique competitive
advantage provides the scale and
ÅL_PIPSP[`JYP[PJHS[VZ\Z[HPUIV[OOLHS[O`
growth and high returns.
Looking ahead to 2018, we expect to
grow oil 18 percent, earn double digit
ROCE, pay the dividend and generate

of assets, supported by a bottom\WÅH[KLJLU[YHSPaLKVYNHUPaH[PVU
JVU[PU\LZ[VKYP]LKPɈLYLU[PH[LK96*,
performance in the Exploration and
Production (E&P) space.
Going forward, our vision is to be the
E&P company earning ROCE that is
not only the best among our peers,
but also competitive with the best
companies outside our industry. How
do we do that? Capital discipline and
a premium capital allocation standard
that will sustain ROCE throughout the
commodity price cycle. We believe this
is the best way to create sustainable
long-term shareholder value.
EOG is a high-return organic growth
company poised to be a leader in
both returns and growth for decades
to come.
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Footnotes
(A) +PYLJ[HM[LY[H_YH[LVMYL[\YUKLÄUP[PVU
on page 114.
(B) Calculated using estimated reserves,
production volumes and capital
expenditures associated with 2016
completed wells and futures strip prices in
February 2017.
(C) Net estimated potential reserves, not
proved reserves.
(D) Refer to reconciliation schedules on
pages 115 - 118. ROCE in 2013 and prior
years calculated using reported net income
(GAAP) and 2014 – 2017 using adjusted net
income (Non-GAAP).

