C R E AT I N G VA L U E F R O M T H E G R O U N D U P.

Concho

Resources

2010

Annual

Report

ABOUT CONCHO RESOURCES INC.

Concho creates value from the ground up. And we have some of the most

Concho Resources Inc. is an independent oil and natural gas company engaged in the
acquisition, development and exploration of oil and natural gas properties. The Company’s
operations are focused in the Permian Basin of Southeast New Mexico and West Texas.

profitable ground to build on. The Permian Basin, where our operations
are concentrated, is one of the largest onshore oil and natural gas basins
in the United States. But the ground is not our only asset. We have assembled
a team that ensures every aspect of our business is focused and on track,
today and for years to come. We seek to acquire oil and natural gas properties
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of operation and provide opportunities for the growth of reserves and
production through a combination of development, high-potential
exploration and control of operations. It all starts with the ground, but
as for our future, the sky’s the limit.

FINANCIAL HIGHLIGHTS

TO OUR SHAREHOLDERS:
Year Ended December 31,
(a)

2007 (a)

2008 (a)

2006 (a)

(Dollars In Thousands)

2010

Production (MMBoe)

15.6

10.9

7.1

5.0

3.9

$ 767,153

$ 407,785

$ 367,697

$ 178,347

$ 119,155

205,423

111,816

130,388

88,948

57,171

Oil Sales
Natural Gas Sales
Total Operating Revenues
Operating Costs and Expenses
Other Expenses

2009

(a)

972,576

519,601

498,085

267,295

176,326

(596,528)

(523,932)

(42,822)

(200,012)

(118,061)

(70,365)

(28,706)

(27,607)

(34,558)

(29,381)

Income (Loss) from Continuing
Operations before Income Taxes

305,683

(33,037)

427,656

32,725

28,884

(122,649)

21,510

(157,434)

(12,709)

(12,467)

21,336

1,725

8,480

5,344

3,251

Net Income (Loss)

$ 204,370

$ (9,802)

$ 278,702

$ 25,360

19,668

EBITDAX (b)

$ 742,994

$ 475,208

$ 401,303

$ 217,392

$ 149,074

323.5

211.5

137.3

91.0

77.8

Income Tax Benefit (Expense)
Income from Discontinued
Operations, Net of Tax

Proved Reserves (MMBoe)

(a) Retrospectively adjusted to exclude presentation of discontinued operations, except for production amounts which include production from discontinued operations of 0.5 MMBoe, 0.6 MMBoe, 1.1 MMBoe, 0.5 MMBoe and
0.4 MMBoe, for the years ended December 31, 2010, 2009, 2008, 2007 and 2006, respectively. For additional information on discontinued operations, see "Note O of Notes to Consolidated Financial Statements" included in our
2010 Annual Report on Form 10-K included herein.
(b) EBITDAX is defined as net income (loss), plus (1) exploration and abandonments expense, (2) depreciation, depletion and amortization expense, (3) accretion expense, (4) impairments of long-lived assets, (5) non-cash
stock-based compensation expense, (6) bad debt expense, (7) ineffective portion of cash flow hedges and unrealized (gain) loss on derivatives not designated as hedges, (8) unrealized (gain) loss on derivatives not designated
as hedges, (9) (gain) loss on sale of assets, net, (10) interest expense, (11) federal and state income taxes and (12) similar items listed above that are presented in discontinued operations. See "Item 1. Business–Non-GAAP
Financial Measures and Reconciliations" included in our 2010 Annual Report on Form 10-K included herein.

Comparison of 41 Month Cumulative Total Return*
( Among Concho Resources Inc., the Dow Jones US Exploration & Production Index and the S&P 500 Index )

As economic sentiment continued to improve in the U.S. and around the globe, 2010 witnessed an oil rally of 15% to settle
over $90 per barrel at year end while natural gas fundamentals deteriorated further, causing natural gas prices to decline 25%.
The ongoing divergence between oil and natural gas prices has led many producers to re-evaluate their strategic direction.
Our industry is now drilling for oil; and if it’s not oil, they’re drilling for liquids-rich natural gas. The change our industry
experienced over the last few years is unprecedented. But for Concho it seems like the more things have changed, the more they
have stayed the same. Since inception, our strategy has never wavered from pursuing growth opportunities in the Permian Basin
and the result has been very profitable growth.
We are very pleased with Concho’s accomplishments and performance in 2010. In October we announced the closing of the
Marbob acquisition, which is the largest and most impactful acquisition in the Company’s history. The Marbob acquisition not
only enhanced our scale on the New Mexico Shelf, but it also added a new core area in the Bone Spring play of the
Delaware Basin from which we expect we will grow Concho well into the future. To be sure, Concho is a much bigger company
after the Marbob acquisition; however, our growth strategy remains the same.
Concho exited 2010 as the most active driller in the Permian Basin, which is now one of the most active basins in the U.S.
Thanks to technological developments, we believe that there may be enough new oil and natural gas reserves in the
Permian Basin to replace all the oil and natural gas that has been produced to
date. Developing these reserves will require a tremendous industry-wide effort
and Concho is well positioned, with boots on the ground, to capitalize on this
significant opportunity.
While we are very excited about the growth potential in the Permian Basin,
Concho remains committed to its core philosophy of capital discipline, and 2010
was no exception. In the last year, we successfully reinvested our cash flow to drill
662 gross operated wells and increased production to a record level of 15.6
million equivalent barrels. Excluding the Marbob acquisition, Concho grew
production 32% organically during the year, while staying substantially within
cash flow. In addition to this consistent production growth generated by our
drilling program, we are very pleased that our reserves grew 53% at very
competitive all-in finding costs. This disciplined and efficient approach to production and reserve growth demonstrates
the strength of our people and quality of our assets and is the reason that our stock price once again outperformed our peers.
In accordance with our view of maintaining a conservative capital structure with ample liquidity, and to prepare us for future
growth, Concho raised over $1.3 billion in 2010 through the debt and equity capital markets. In addition, we closed on the
sale of some of our higher-cost, non-strategic Permian assets in December, which, together with our capital markets activities,
helped fund the Marbob acquisition and positioned us with greater liquidity than any time in the Company’s history. With
this capital availability, we plan to continue to pursue acquisition opportunities that not only enhance the overall quality of
our assets but also reinforce the Company’s ability to execute the same growth strategy that has consistently generated greater
value to our shareholders.
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We believe 2011 will be another exciting year for Concho. Our core areas in the New Mexico Shelf, Texas Permian and
Delaware Basin are large and well positioned for future growth. During 2011, we expect to maintain a very active drilling
program and plan to drill over 800 gross operated wells, which will be a record level of drilling activity for the Company and
reinforce Concho’s position as a leading operator in the Permian Basin. The good news is that we see many opportunities to
deliver the same type of consistent growth by simply executing the same strategy that was established at the founding of the
Company. So for Concho, the more things change, the more they stay the same.
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Thank you again for your continued support and confidence in Concho.
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*$100 invested on 8/3/07 in stock or 7/31/07 in index, including
reinvestment of dividends. Fiscal year ending December 31.

Timothy A. Leach
Chairman of the Board, Chief Executive Officer and President

The Permian Basin encompasses more than 40 counties in Texas and New Mexico and
has been a secure source of energy for the United States for more than eighty years. Thus,
the ground in the Permian Basin is quite valuable, and that is why we choose to focus
our efforts on this area.

Concho’s three core areas, the New Mexico Shelf, the Texas Permian and the Delaware Basin, are located
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from 30.6 MBoepd in the fourth quarter of 2009 to 54.4 MBoepd in the fourth quarter of 2010.

undeveloped reserves associated with 1,919 of such locations.
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In 2010, we drilled 662 wells (565 operated), and we increased our average net daily production

At December 31, 2010, Concho had identified 5,798 drilling locations in our core areas, with proved
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in the Permian Basin and together accounted for 98% of our estimated net proved reserves at year end 2010.
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The New Mexico Shelf is located just east of Artesia, New Mexico. In October 2010,
we acquired the oil and natural gas assets of Marbob Energy Corporation, a
privately-held exploration and production company with concentrated operations in
the Permian Basin of Southeast New Mexico. With this acquisition, we doubled
our Yeso drilling inventory.

The New Mexico Shelf is our largest asset representing 59.6% of our proved reserves. At December 31, 2010,
proved reserves attributable to the Company’s New Mexico Shelf totaled approximately 192.9 MMBoe,
compared to the December 31, 2009 total of approximately 126.1 MMBoe. As of December 31, 2010, on
its New Mexico Shelf assets, the Company identified 2,897 drilling locations, with proved undeveloped
reserves attributable to 742 of such locations. Of these drilling locations, 2,156 target the Yeso formation.
For the twelve months ended December 31, 2010, the Company drilled 270 wells (248 operated) on its
New Mexico Shelf assets, with a 100% success rate on the 227 wells that had been completed during 2010.

Our primary activities in the Texas Permian target the Wolfberry play located in
the Midland Basin. The term “Wolfberry” refers to the commingling of production
from the Wolfcamp and Spraberry formations. This asset has the closest proximity
to our corporate headquarters in Midland, Texas, with some leasehold located
within twenty miles.

At December 31, 2010, proved reserves attributable to the Company’s Texas Permian assets totaled
approximately 100.5 MMBoe, compared to the December 31, 2009 total of approximately 77.2 MMBoe.
At December 31, 2010, on its Texas Permian assets, the Company had identified 1,800 drilling locations,
with proved undeveloped reserves attributable to 1,094 of such locations. Of these drilling locations, 1,742
target the Wolfberry play. For the twelve months ended December 31, 2010, the Company drilled 313
wells (301 operated) on its Texas Permian assets, with a 99.6% success rate on the 225 wells that had been
completed during 2010.

During 2010, we added approximately 150,000 net acres in the Delaware Basin
through the acquisition of Marbob and additional leasing efforts. This acreage established
a strong position in the Bone Spring play, thereby adding a new area of growth to our
portfolio. The Delaware Basin begins just south of our New Mexico Shelf asset and
extends into Texas down to the Davis Mountains.

At December 31, 2010, proved reserves attributable to the Company’s Delaware Basin assets totaled
approximately 22.1 MMBoe, compared to the December 31, 2009 total of approximately 5.5 MMBoe. As
of December 31, 2010, on its Delaware Basin assets, the Company identified 1,101 drilling locations, with
proved undeveloped reserves attributable to 83 of such locations. Of these drilling locations, 968 target
the Bone Spring Formation. For the twelve months ended December 31, 2010, the Company drilled 25
wells (16 operated) on its Delaware Basin assets, with a 100% success rate on the 8 wells that had been
completed during 2010.

DIRECTORS

AND

OFFICERS

Directors of Concho Resources

DIRECTORS

COMPANY INFORMATION

F O RWA R D - L O O K I N G S TAT E M E N T S

CORPORATE HEADQUARTERS

The foregoing contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. All statements, other than statements of historical
facts that address activities, events or developments that the Company
expects, believes or anticipates will or may occur in the future are forwardlooking statements. These statements are based on certain assumptions
made by the Company based on management’s experience, expectations and
perception of historical trends, current conditions, anticipated future
developments and other factors believed to be appropriate. Forward-looking
statements are not guarantees of performance. Actual results may differ
materially from those implied or expressed by the forward-looking
statements. Although the Company believes the expectations reflected in its
forward-looking statements are reasonable and are based on reasonable
assumptions, no assurance can be given that these assumptions are accurate
or that any of these expectations will be achieved (in full or at all) or will
prove to have been correct. Moreover, such statements are subject to a
number of assumptions, risks and uncertainties, many of which are beyond
the control of the Company, which may cause actual results to differ
materially from those implied or expressed by the forward-looking
statements. These include the factors discussed or referenced in the “Risk
Factors” section of the Company’s Form 10-K and other important factors
that could cause actual results to differ materially from those projected.
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Any forward-looking statement speaks only as of the date on which such
statement is made and the Company undertakes no obligation to correct or
update any forward-looking statement, whether as a result of new information, future events or otherwise, except as required by applicable law.
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