
PEDEVCO CORP
Form 10-K
March 25, 2013

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2012

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACTOF 1934

For the transition period from              to

Commission file number: 000-53725

PEDEVCO Corp.
(Exact Name of Registrant as Specified in Its Charter)

Texas 22-3755993
(State or other jurisdiction of incorporation

or organization)
(IRS Employer Identification No.)

4125 Blackhawk Plaza Circle, Suite 201
Danville, California 94506

(Address of Principal Executive Offices)

(855) 733-3826
(Registrant’s Telephone Number,

Including Area Code)

Securities registered pursuant to Section 12(b) of the Act:
None

Securities registered pursuant to Section 12(g) of the Act:
  Common Stock, $0.001 par value per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes ¨ No þ

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes ¨ No þ

Edgar Filing: PEDEVCO CORP - Form 10-K

1



Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes þ No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes þ No ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the Registrant’s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. þ

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer o
Non-accelerated filer o Smaller reporting company þ

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
¨ No þ

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of
June 29, 2012 based upon the closing price reported on such date was approximately $3,364,034. Shares of voting
stock held by each officer and director and by each person who, as of June 29, 2012, may be deemed to have
beneficially owned more than 10% of the outstanding voting stock have been excluded. This determination of affiliate
status is not necessarily a conclusive determination of affiliate status for any other purpose.

APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12,
13 or 15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed
by a court.  Yes   ¨ No   ¨

As of March 22, 2013, 42,102,852 shares of the registrant’s common stock, $.001 par value per share, were
outstanding

Edgar Filing: PEDEVCO CORP - Form 10-K

2



Table of Contents

Page
PART I

Item 1. Business 5
Item 1A. Risk Factors 23
Item 1B. Unresolved Staff Comments 40
Item 2. Properties 40
Item 3. Legal Proceedings 46
Item 4. Mine Safety Disclosures 46

PART II

Item 5.
Market For Registrant’s Common Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securities 47

Item 6. Selected Financial Data 50

Item 7.
Management’s Discussion and Analysis of Financial
Condition and Results of Operations 50

Item 7A. Quantitative and Qualitative Disclosure About Market Risk 57
Item 8. Financial Statements and Supplementary Data 58

Item 9.
Changes in and Disagreements with Accountants on
Accounting and Financial Disclosure 58

Item 9A Controls and Procedures 58
Item 9B. Other Information 59

PART III

Item 10. Directors, Executive Officers and Corporate Governance 60
Item 11. Executive Compensation 64

Item 12.
Security Ownership of Certain Beneficial Owners and
Management and Related  Stockholder Matters 72

Item 13.
Certain Relationships and Related Transactions, and Director
Independence 74

Item 14. Principal Accounting Fees and Services 78

PART IV

Item 15. Exhibits and Financial Statement Schedules 79

2

Edgar Filing: PEDEVCO CORP - Form 10-K

3



Table of Contents

Forward Looking Statements

ALL STATEMENTS IN THIS DISCUSSION THAT ARE NOT HISTORICAL ARE FORWARD-LOOKING
STATEMENTS. STATEMENTS PRECEDED BY, FOLLOWED BY OR THAT OTHERWISE INCLUDE THE
WORDS "BELIEVES," "EXPECTS," "ANTICIPATES," "INTENDS,” "PROJECTS," "ESTIMATES,” "PLANS,"
"MAY INCREASE," "MAY FLUCTUATE" AND SIMILAR EXPRESSIONS OR FUTURE OR CONDITIONAL
VERBS SUCH AS "SHOULD", "WOULD", "MAY" AND "COULD" ARE GENERALLY FORWARD-LOOKING
IN NATURE AND NOT HISTORICAL FACTS. THESE FORWARD-LOOKING STATEMENTS WERE BASED
ON VARIOUS FACTORS AND WERE DERIVED UTILIZING NUMEROUS IMPORTANT ASSUMPTIONS
AND OTHER IMPORTANT FACTORS THAT COULD CAUSE ACTUAL RESULTS TO DIFFER
MATERIALLY FROM THOSE IN THE FORWARD-LOOKING STATEMENTS. FORWARD-LOOKING
STATEMENTS INCLUDE THE INFORMATION CONCERNING OUR FUTURE FINANCIAL PERFORMANCE,
BUSINESS STRATEGY, PROJECTED PLANS AND OBJECTIVES. THESE FACTORS INCLUDE, AMONG
OTHERS, THE FACTORS SET FORTH BELOW UNDER THE HEADING "RISK FACTORS." ALTHOUGH WE
BELIEVE THAT THE EXPECTATIONS REFLECTED IN THE FORWARD-LOOKING STATEMENTS ARE
REASONABLE, WE CANNOT GUARANTEE FUTURE RESULTS, LEVELS OF ACTIVITY, PERFORMANCE
OR ACHIEVEMENTS. MOST OF THESE FACTORS ARE DIFFICULT TO PREDICT ACCURATELY AND
ARE GENERALLY BEYOND OUR CONTROL. WE ARE UNDER NO OBLIGATION TO PUBLICLY UPDATE
ANY OF THE FORWARD-LOOKING STATEMENTS TO REFLECT EVENTS OR CIRCUMSTANCES AFTER
THE DATE HEREOF OR TO REFLECT THE OCCURRENCE OF UNANTICIPATED EVENTS. READERS ARE
CAUTIONED NOT TO PLACE UNDUE RELIANCE ON THESE FORWARD-LOOKING STATEMENTS.
REFERENCES IN THIS FORM 10-K, UNLESS ANOTHER DATE IS STATED, ARE TO DECEMBER 31, 2012.
AS USED HEREIN, THE “COMPANY,” “WE,” “US,” “OUR” AND WORDS OF SIMILAR MEANING REFER TO
PEDEVCO CORP. (D/B/A PACIFIC ENERGY DEVELOPMENT), WHICH WAS KNOWN AS BLAST ENERGY
SERVICES, INC. UNTIL JULY 30, 2012, AND ITS WHOLLY-OWNED AND PARTIALLY-OWNED
SUBSIDIARIES, EAGLE DOMESTIC DRILLING OPERATIONS LLC, BLAST AFJ, INC. PACIFIC ENERGY
DEVELOPMENT CORP., CONDOR ENERGY TECHNOLOGY LLC, WHITE HAWK PETROLEUM, LLC,
PACIFIC ENERGY TECHNOLOGY SERVICES, LLC, PACIFIC ENERGY & RARE EARTH LIMITED,
BLACKHAWK ENERGY LIMITED AND PACIFIC ENERGY DEVELOPMENT MSL LLC, UNLESS
OTHERWISE STATED.

This Annual Report on Form 10-K (this “Annual Report”) may contain forward-looking statements which are subject to
a number of risks and uncertainties, many of which are beyond our control. All statements, other than statements of
historical fact included in this Annual Report, regarding our strategy, future operations, financial position, estimated
revenues and losses, projected costs and cash flows, prospects, plans and objectives of management are
forward-looking statements. When used in this Annual Report, the words “could,” “believe,” “anticipate,” “intend,” “estimate,”
“expect,” “may,” “should,” “continue,” “predict,” “potential,” “project” and similar expressions are intended to identify
forward-looking statements, although not all forward-looking statements contain such identifying words.

Forward-looking statements may include statements about our:

●business strategy;
●reserves;
●technology;
●cash flows and liquidity;
●financial strategy, budget, projections and operating results;
●oil and natural gas realized prices;
●timing and amount of future production of oil and natural gas;
●availability of oil field labor;
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●the amount, nature and timing of capital expenditures, including future exploration and development costs;
●availability and terms of capital;
●drilling of wells;
●government regulation and taxation of the oil and natural gas industry;
●marketing of oil and natural gas;
●exploitation projects or property acquisitions;
●costs of exploiting and developing our properties and conducting other operations;
●general economic conditions;
●competition in the oil and natural gas industry;
●effectiveness of our risk management and hedging activities;
●environmental liabilities;
●counterparty credit risk;

●developments in oil-producing and natural gas-producing countries;
●future operating results;
●estimated future reserves and the present value of such reserves; and
●plans, objectives, expectations and intentions contained in this Annual Report
that are not historical.

3

Edgar Filing: PEDEVCO CORP - Form 10-K

5



Table of Contents

All forward-looking statements speak only at the date of the filing of this Annual Report. The reader should not place
undue reliance on these forward-looking statements. Although we believe that our plans, intentions and expectations
reflected in or suggested by the forward-looking statements we make in this Annual Report are reasonable, we can
give no assurance that these plans, intentions or expectations will be achieved. We disclose important factors that
could cause our actual results to differ materially from our expectations under “Risk Factors” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in this Annual Report. These
cautionary statements qualify all forward-looking statements attributable to us or persons acting on our behalf. We do
not undertake any obligation to update or revise publicly any forward-looking statements except as required by law,
including the securities laws of the United States and the rules and regulations of the SEC.

Available Information

We are subject to the information and reporting requirements of the Securities Exchange Act of 1934, or the Exchange
Act, under which we file periodic reports, proxy and information statements and other information with the United
States Securities and Exchange Commission, or SEC. Copies of the reports, proxy statements and other information
may be examined without charge at the Public Reference Room of the SEC, 100 F Street, N.E., Room 1580,
Washington, D.C. 20549, or on the Internet at http://www.sec.gov. Copies of all or a portion of such materials can be
obtained from the Public Reference Room of the SEC upon payment of prescribed fees. Please call the SEC at
1-800-SEC-0330 for further information about the Public Reference Room.

Financial and other information about PEDEVCO Corp. is available on our website (www.pedevco.com). Information
on our website is not incorporated by reference into this report. We make available on our website, free of charge,
copies of our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as
reasonably practicable after filing such material electronically or otherwise furnishing it to the SEC.
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PART I

ITEM 1. BUSINESS.

History

We were originally incorporated in September 2000 as Rocker & Spike Entertainment, Inc. In January 2001 we
changed our name to Reconstruction Data Group, Inc., and in April 2003 we changed our name to Verdisys, Inc. and
were engaged in the business of providing satellite services to agribusiness. In June 2005, we changed our name to
Blast Energy Services, Inc. (“Blast”) to reflect our new focus on the energy services business.

In January 2007, Blast filed voluntary petitions with the U.S. Bankruptcy Court for the Southern District of Texas –
Houston Division (the “Court”) under Chapter 11 of Title 11 of the U.S. Bankruptcy Code to dispose of burdensome and
uneconomical assets and reorganize our financial obligations and capital structure. In February 2008, the Bankruptcy
Court entered an order confirming our Second Amended Plan of Reorganization (the “Plan”). The overall impact of the
confirmed Plan was for Blast to emerge with unsecured creditors fully paid, have no then existing debt service
scheduled for at least two years, and keep equity shareholders’ interests intact.

During 2010, Blast's management chose to change the direction of the Company to attempting to generate operating
capital from investing in oil producing properties. As a part of this shift in strategy, in September 2010, with an
effective date of October 1, 2010, we closed on the acquisition of oil and gas interests in the North Sugar Valley Field
located in Matagorda County, Texas, and we decided to divest our satellite services business unit, which we sold in
December 2010.

On July 27, 2012, we acquired through a reverse acquisition, Pacific Energy Development Corp., a privately held
Nevada corporation, which we refer to as Pacific Energy Development. As described below, pursuant to the
acquisition, the shareholders of Pacific Energy Development gained control of approximately 95% of the voting
securities of our company. Since the transaction resulted in a change of control, Pacific Energy Development is the
acquirer for accounting purposes. In connection with the merger, which we refer to as the Pacific Energy
Development merger, Pacific Energy Development became our wholly owned subsidiary and we changed our name
from Blast Energy Services, Inc. to PEDEVCO Corp. Following the merger, we refocused our business plan on the
acquisition, exploration, development and production of oil and natural gas resources in the United States, with a
primary focus on oil and natural gas shale plays and a secondary focus on conventional oil and natural gas plays.

Business Operations

Overview

We are an energy company engaged in the acquisition, exploration, development and production of oil and natural gas
resources in the United States (U.S.), with a primary focus on oil and natural gas shale plays and a secondary focus on
conventional oil and natural gas plays. Our current operations are located primarily in the Niobrara Shale play in the
Denver-Julesburg Basin in Morgan and Weld Counties, Colorado and the Eagle Ford Shale play in McMullen County,
Texas. We also hold an interest in the North Sugar Valley Field in Matagorda County, Texas, though we consider this
a non-core asset.

We have approximately 10,224 gross and 2,774 net acres of oil and gas properties in our Niobrara core area. Condor
Energy Technology LLC (“Condor”), in which we own a 20% interest and manage with an affiliate of MIE Holdings,
Inc., operates our Niobrara interests including three wells in the Niobrara asset with current daily production of
approximately 494 BOE (150 BOE net). We believe our current Niobrara assets could contain a gross total of 197
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drilling locations.

Our current Eagle Ford position is a 3.97% non-operated working interest in 1,331 acres net to us. This interest is held
in White Hawk Petroleum, LLC (“White Hawk”), in which we own a 50% interest and manage with an affiliate of MIE
Holdings, Inc. White Hawk owns a 7.939% non-operated working interest in 1,331 acres, of which 50% (3.97% of the
non-operated working interest) is net to us.

We also have agreements in place (subject to customary closing conditions) for future operations in the Mississippian
Lime play in Comanche, Harper, Barber and Kiowa Counties, Kansas and Woods County, Oklahoma. See “Recent
Developments - Mississippian Opportunity (Pending Acquisition).” If the proposed acquisition of the Mississippian
asset is completed, upon closing, we will have a 100% operated working interest in 7,006 gross (6,763 net) acres, and
will hold an option to acquire an additional 7,880 gross (7,043 net) acres through May 30, 2013. We believe the
Mississippian asset could contain a gross total of 84 drilling locations.

5
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Business Strategy

Our goal is to increase shareholder value by building reserves, production and cash flows at an attractive return on
invested capital. We intend to first focus on growing and developing reserves, production and cash flow in our U.S.
core assets and then, if opportunity allows, use our relationships and partnership with MIE Holdings to expand into
the Pacific Rim with a focus on the underdeveloped China shale gas and other conventional and non-conventional
opportunities. We intend to achieve our objectives as follows:

Aggressively drill and develop our existing acreage positions. We plan to aggressively drill our core assets, drilling 11
gross wells on the Niobrara asset and two gross wells on the Eagle Ford asset through the end of 2013 subject to
raising the required capital. We believe our drilling programs will allow us to begin converting our undeveloped
acreage to developed acreage with production, cash flow and proved reserves.

Acquire additional oil and natural gas opportunities. We plan to leverage our relationships and experienced acquisition
team to pursue additional leasehold assets in our core areas as well as continue to pursue additional oil and natural gas
interests. We have signed a binding agreement (subject to customary closing conditions) for the acquisition of 100%
operated working interests in the Mississippian Lime covering approximately 7,006 gross (6,763 net) acres located in
Comanche, Harper, Barber and Kiowa Counties, Kansas, and we expect to complete the acquisition during March
2013, subject to our ability to secure sufficient financing. We also have an option to acquire an additional 7,880 gross
(7,043 net) acres in the Mississippian Lime in these counties, as well as Woods County, Oklahoma. We estimate there
could be up to 84 potential gross drilling locations on the Mississippian asset, and, if we consummate the acquisition,
we anticipate drilling four net wells through the end of 2013. We are also exploring additional oil and natural gas
opportunities in our core areas, other areas of the U.S. and Pacific Rim countries, with a particular focus on China.

Leverage expertise of management and external resources. We plan to focus on profitable investments that provide a
platform for our management expertise, as described under “Competitive Strengths”. We have also engaged STXRA (as
described below under “STXRA”) and other industry veterans as key advisors, and as discussed below, recently formed
Pacific Energy Technology Services, LLC with STXRA, for the purpose of providing acquisition, engineering and oil
drilling and completion technology services to third parties in the U.S. and Pacific Rim countries. As necessary, we
intend to enlist external resources and talent to operate and manage our properties during peak operations.

Engage and leverage strategic alliances in the Pacific Rim. We have already entered into strategic alliances with MIE
Holdings, and we intend to partner with additional Chinese energy companies, to (a) acquire producing oil field assets
that could provide cash flow to help fund our U.S. development programs, (b) provide technical horizontal drilling
expertise for a fee, thus acquiring valuable experience and data in regards to the China shale formations and successful
engineering techniques, and (c) acquire interests in domestic China shale-gas blocks and commence exploration of the
same.

Limit exposure and increase diversification through engaging in joint ventures. We own various oil and natural gas
interests through joint ventures with MIE Holdings, and may in the future enter into similar joint ventures with respect
to other oil and gas interests either with MIE Holdings or other partners. We believe that conducting many of our
activities through partially owned joint ventures will enable us to lower our risk exposure while increasing our ability
to invest in multiple ventures.

Leverage partnerships for financial strength and flexibility. Our joint venture partner, MIE Holdings, has been a strong
financial partner. They have advanced us $4.17 million through a short-term note to fund operations and development
of the Niobrara asset and $432,433 toward a performance deposit paid to the sellers in connection with the originally
contemplated Mississippian transaction. We expect that proceeds from equity and debt offerings and internally
generated cash flow will provide us with the financial resources to pay off these amounts due MIE Holdings and
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pursue our leasing and drilling and development programs through 2013. We have also met with financial institutions,
introduced to us by MIE Holdings, seeking to secure a line of credit that could be used for both acquisition and
development costs where needed. We cannot assure you, however, that we will be able to secure any such financing
on terms acceptable to us, on a timely basis or at all.

Competition

The oil and natural gas industry is highly competitive. We compete and will continue to compete with major and
independent oil and natural gas companies for exploration opportunities, acreage and property acquisitions. We also
compete for drilling rig contracts and other equipment and labor required to drill, operate and develop our properties.
Most of our competitors have substantially greater financial resources, staffs, facilities and other resources than we
have. In addition, larger competitors may be able to absorb the burden of any changes in federal, state and local laws
and regulations more easily than we can, which would adversely affect our competitive position. These competitors
may be able to pay more for drilling rigs or exploratory prospects and productive oil and natural gas properties and
may be able to define, evaluate, bid for and purchase a greater number of properties and prospects than we can. Our
competitors may also be able to afford to purchase and operate their own drilling rigs.

6
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Our ability to drill and explore for oil and natural gas and to acquire properties will depend upon our ability to conduct
operations, to evaluate and select suitable properties and to consummate transactions in this highly competitive
environment. Many of our competitors have a longer history of operations than we have, and most of them have also
demonstrated the ability to operate through industry cycles.

Competitive Strengths

We believe we are well positioned to successfully execute our business strategies and achieve our business objectives
because of the following competitive strengths:

Management. We have assembled management teams at our Company and joint venture partnerships with extensive
experience in the fields of international business development, petroleum engineering, geology, petroleum field
development and production, petroleum operations and finance. Several members of the team developed and ran what
we believe were successful energy ventures that were commercialized at Texaco, CAMAC Energy Inc., and Rosetta
Resources, while members of our team at Condor have drilled and presently manage over 2,000 oil wells in the Pacific
Rim and Kazakhstan. We believe that our management team is highly qualified to identify, acquire and exploit energy
resources both in the U.S. and Pacific Rim countries, particularly China.

Our management team is headed by our President and Chief Executive Officer, Frank C. Ingriselli, an international oil
and gas industry veteran with over 33 years of experience in the energy industry, including as the President of Texaco
International Operations Inc., President and Chief Executive Officer of Timan Pechora Company, President of Texaco
Technology Ventures, and President, Chief Executive Officer and founder of CAMAC Energy Inc. Our management
team also includes Chief Financial Officer and Executive Vice President Michael L. Peterson, who brings extensive
experience in the energy, corporate finance and securities sectors, including as a Vice President of Goldman Sachs &
Co., Chairman and Chief Executive Officer of Nevo Energy, Inc. (formerly Solargen Energy, Inc.), and a former
director of Aemetis, Inc. (formerly AE Biofuels Inc.). In addition, our Senior Vice President and Managing Director,
Jamie Tseng, has over 25 years of financial management and operations experience and was a co-founder of CAMAC
Energy Inc., and our Executive Vice President and General Counsel, Clark R. Moore, has nearly 10 years of energy
industry experience, and formerly served as acting general counsel of CAMAC Energy Inc.

Key Advisors. Our key advisors include STXRA and other industry veterans. According to STXRA, the STXRA team
has experience in drilling and completing horizontal wells, including over 100 horizontal wells with lengths exceeding
4,000 feet from 2010 to 2012, as well as experience in both slick water and hybrid multi-stage hydraulic fracturing
technologies and in the operation of shale wells and fields. We believe that our relationship with STXRA, both
directly and through our jointly-owned services company, Pacific Energy Technology Services, LLC, will supplement
the core competencies of our management team and provide us with petroleum and reservoir engineering,
petrophysical, and operational competencies that will help us to evaluate, acquire, develop, and operate petroleum
resources into the future.

Significant acreage positions and drilling potential. Without giving effect to the Mississippian acquisition opportunity,
we have accumulated interests in a total of 11,555 gross (2,827 net) acres in our existing core operating areas, each of
which we believe represents a significant unconventional resource play. The majority of our interests are in or near
areas of considerable activity by both major and independent operators, although such activity may not be indicative
of our future operations. Based on our current acreage position, and without giving effect to the Mississippian
acquisition opportunity, we estimate there could be up to 197 potential gross drilling locations on our acreage, and we
anticipate drilling approximately 13 gross (3.06 net) wells through the end of 2013, leaving us a substantial drilling
inventory for future years.

Marketing
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The prices we receive for our oil and natural gas production fluctuate widely. Factors that cause price fluctuation
include the level of demand for oil and natural gas, weather conditions, hurricanes in the Gulf Coast region, natural
gas storage levels, domestic and foreign governmental regulations, the actions of OPEC, price and availability of
alternative fuels, political conditions in oil and natural gas producing regions, the domestic and foreign supply of oil
and natural gas, the price of foreign imports and overall economic conditions. Decreases in these commodity prices
adversely affect the carrying value of our proved reserves and our revenues, profitability and cash flows. Short-term
disruptions of our oil and natural gas production occur from time to time due to downstream pipeline system failure,
capacity issues and scheduled maintenance, as well as maintenance and repairs involving our own well operations.
These situations can curtail our production capabilities and ability to maintain a steady source of revenue for our
company. In addition, demand for natural gas has historically been seasonal in nature, with peak demand and typically
higher prices during the colder winter months. See “Risk Factors.”

Oil. Our crude oil is generally sold under short-term, extendable and cancellable agreements with unaffiliated
purchasers based on published price bulletins reflecting an established field posting price. As a consequence, the
prices we receive for crude oil move up and down in direct correlation with the oil market as it reacts to supply and
demand factors. Transportation costs related to moving crude oil are also deducted from the price received for crude
oil.

7
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We have entered into a month-to-month Crude Oil Purchase Contract with a third party buyer, pursuant to which the
buyer purchases the crude oil produced from our initial three wells in the Niobrara, the FFT2H, Waves 1H, and Logan
2H wells, periodically at a price per barrel equal to the average monthly “Light Sweet Crude Oil” contract price as
reported by NYMEX from the first day of the delivery month through the last day of the delivery month, less $8.25
per barrel for transportation costs.

Natural Gas. Our natural gas is sold under both long-term and short-term natural gas purchase agreements. Natural gas
produced by us is sold at various delivery points at or near producing wells to both unaffiliated independent marketing
companies and unaffiliated mid-stream companies. We receive proceeds from prices that are based on various pipeline
indices less any associated fees for processing, location or transportation differentials.

We have entered into a Gas Purchase Contract, dated June 1, 2012, with DCP Midstream, LP, which we refer to as
DCP, pursuant to which we have agreed to sell, and DCP has agreed to purchase, all gas produced from our wells
located in Weld County, Colorado as part of our Niobrara asset, at a purchase price equal to 83% of the net weighted
average value for gas attributable to us that is received by DCP at its facilities sold during the month, less a
$0.06/gallon local fractionation fee, for a period of ten years, terminating June 1, 2022.

We endeavor to assure that title to our properties is in accordance with standards generally accepted in the oil and
natural gas industry. Some of our acreage will be obtained through farmout agreements, term assignments and other
contractual arrangements with third parties, the terms of which often will require the drilling of wells or the
undertaking of other exploratory or development activities in order to retain our interests in the acreage. Our title to
these contractual interests will be contingent upon our satisfactory fulfillment of these obligations. Our properties are
also subject to customary royalty interests, liens incident to financing arrangements, operating agreements, taxes and
other burdens that we believe will not materially interfere with the use and operation of or affect the value of these
properties. We intend to maintain our leasehold interests by making lease rental payments or by producing wells in
paying quantities prior to expiration of various time periods to avoid lease termination.

Merger with Pacific Energy Development

On July 27, 2012, in order to carry out our business plan, we acquired through a reverse acquisition, Pacific Energy
Development Corp., a privately held Nevada corporation, which we refer to as Pacific Energy Development. As
described below, pursuant to the acquisition, the shareholders of Pacific Energy Development gained control of
approximately 95% of the voting securities of our company. Since the transaction resulted in a change of control,
Pacific Energy Development is the acquirer for accounting purposes. In connection with the merger, which we refer to
as the Pacific Energy Development merger, Pacific Energy Development became our wholly owned subsidiary and we
changed our name from Blast Energy Services, Inc. to PEDEVCO CORP.

As part of the Pacific Energy Development merger, we issued to the shareholders of Pacific Energy Development (a)
17,917,261 shares of our common stock, (b) 19,616,676 shares of our newly created Series A preferred stock, (c)
warrants to purchase an aggregate of 1,120,000 shares of our common stock and 692,584 shares of our Series A
preferred stock at various exercise prices, and (d) options to purchase an aggregate of 4,235,000 shares of our
common stock at various exercise prices. Pursuant to the Pacific Energy Development merger, all of our shares of
preferred stock that were outstanding prior to the Pacific Energy Development merger were converted into shares of
common stock on a one-for-one basis and we effected a reverse stock split of our common stock on a 1 for 112 shares
basis. All share and per share amounts used in this Annual Report have been restated to reflect this reverse stock split.

At the effective time of the Pacific Energy Development merger, (a) Pacific Energy Development owned the Niobrara
and Eagle Ford assets and had begun discussions regarding the Mississippian acquisition opportunity, and (b) our
primary business was developing the North Sugar Valley Field asset. As a result of our acquisition of Pacific Energy
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Development in the Pacific Energy Development merger, we acquired these assets and opportunities of Pacific Energy
Development.

In connection with the Pacific Energy Development merger, the directors and executive officers of Pacific Energy
Development became our directors and executive officers. See “Management.”
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The following chart reflects our core subsidiaries and joint ventures as of December 31, 2012:

Oil and Gas Properties

We believe that the Niobrara, Eagle Ford and Mississippian Shale plays represent among the most promising
unconventional oil and natural gas plays in the U.S. We plan to continue to seek additional acreage proximate to our
currently held core acreage. Our strategy is to be the operator, directly or through our subsidiaries and joint ventures,
in the majority of our acreage so we can dictate the pace of development in order to execute our business plan. The
majority of our capital expenditure budget for the period from January 2013 to December 2013 will be focused on the
acquisition, development and expansion of these formations.

The following table presents summary data for our leasehold acreage in our core areas as of December 31, 2012 and
our drilling capital budget with respect to this acreage from January 1, 2013 to December 31, 2013, subject to
availability of capital.

Drilling & Land Acquisition Capital Budget
January 1, 2013 - December 31, 2013

Total
Gross

Acreage
Ownership

Interest
Net

Acres
Acre

Spacing

Potential
Gross

-Drilling
Locations(3)

Gross
Wells

Net
Wells $/Well(4)

Capital
Cost (4)

Edgar Filing: PEDEVCO CORP - Form 10-K

15


