
Oasis Petroleum Inc.
Form 10-Q
August 07, 2013
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

ý QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended June 30, 2013 
or

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

For the transition period from                  to                 
Commission file number: 1-34776

Oasis Petroleum Inc.
(Exact name of registrant as specified in its charter)

Delaware 80-0554627
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification No.)

1001 Fannin Street, Suite 1500
Houston, Texas 77002

(Address of principal executive offices) (Zip Code)

(281) 404-9500
(Registrant’s telephone number, including
area code)

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   ý    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  ý    No   ¨
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 ý Accelerated filer ¨

Non-accelerated filer o  (Do not check if a smaller reporting company) Smaller reporting company ¨
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨     No   ý
Number of shares of the registrant’s common stock outstanding at August 2, 2013: 93,538,091 shares.
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PART I — FINANCIAL INFORMATION
Item 1. — Financial Statements (Unaudited)
Oasis Petroleum Inc.
Condensed Consolidated Balance Sheet
(Unaudited)

June 30, 2013 December 31, 2012
(In thousands, except share data)

ASSETS
Current assets
Cash and cash equivalents $161,601 $213,447
Short-term investments — 25,891
Accounts receivable — oil and gas revenues 130,518 110,341
Accounts receivable — joint interest partners 92,785 99,194
Inventory 16,385 20,707
Prepaid expenses 6,121 1,770
Advances to joint interest partners 1,319 1,985
Derivative instruments 7,353 19,016
Other current assets 5 335
Total current assets 416,087 492,686
Property, plant and equipment
Oil and gas properties (successful efforts method) 2,675,902 2,348,128
Other property and equipment 144,518 49,732
Less: accumulated depreciation, depletion, amortization and impairment (514,567 ) (391,260 )
Total property, plant and equipment, net 2,305,853 2,006,600
Derivative instruments 10,554 4,981
Deferred costs and other assets 25,650 24,527
Total assets $2,758,144 $2,528,794
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable $30,682 $12,491
Advances from joint interest partners 15,583 21,176
Revenues and production taxes payable 102,661 71,553
Accrued liabilities 180,988 189,863
Accrued interest payable 29,133 30,096
Derivative instruments — 1,048
Deferred income taxes 1,030 4,558
Other current liabilities 688 —
Total current liabilities 360,765 330,785
Long-term debt 1,200,000 1,200,000
Asset retirement obligations 26,268 22,956
Derivative instruments 291 380
Deferred income taxes 249,172 177,671
Other liabilities 2,435 1,997
Total liabilities 1,838,931 1,733,789
Commitments and contingencies (Note 13)
Stockholders’ equity
Common stock, $0.01 par value; 300,000,000 shares authorized; 93,693,829
issued and 93,554,121 outstanding at June 30, 2013; 93,432,712 issued and
93,303,298 outstanding at December 31, 2012

925 925
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Treasury stock, at cost; 139,708 and 129,414 shares at June 30, 2013 and
December 31, 2012, respectively (4,160 ) (3,796 )

Additional paid-in-capital 663,545 657,943
Retained earnings 258,903 139,933
Total stockholders’ equity 919,213 795,005
Total liabilities and stockholders’ equity $2,758,144 $2,528,794
The accompanying notes are an integral part of these condensed consolidated financial statements.

1
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Oasis Petroleum Inc.
Condensed Consolidated Statement of Operations
(Unaudited)

Three Months Ended June
30, Six Months Ended June 30,

2013 2012 2013 2012
(In thousands, except per share data)

Revenues
Oil and gas revenues $241,842 $145,203 $483,493 $283,109
Well services and midstream revenues 12,740 3,861 19,393 4,521
Total revenues 254,582 149,064 502,886 287,630
Expenses
Lease operating expenses 18,266 12,029 37,755 21,845
Well services and midstream operating expenses 6,644 1,207 9,558 1,684
Marketing, transportation and gathering expenses 10,779 1,970 14,168 4,539
Production taxes 21,397 13,720 43,486 26,986
Depreciation, depletion and amortization 66,790 44,213 133,051 83,099
Exploration expenses 392 — 2,249 2,835
Impairment of oil and gas properties 208 2,203 706 2,571
General and administrative expenses 16,656 13,537 30,510 25,736
Total expenses 141,132 88,879 271,483 169,295
Operating income 113,450 60,185 231,403 118,335
Other income (expense)
Net gain (loss) on derivative instruments 12,591 74,595 (2,021 ) 56,009
Interest expense, net of capitalized interest (21,392 ) (14,074 ) (42,575 ) (27,973 )
Other income 294 776 1,074 1,374
Total other income (expense) (8,507 ) 61,297 (43,522 ) 29,410
Income before income taxes 104,943 121,482 187,881 147,745
Income tax expense 37,824 45,439 68,911 55,261
Net income $67,119 $76,043 $118,970 $92,484
Earnings per share:
Basic (Note 11) $0.73 $0.82 $1.29 $1.00
Diluted (Note 11) 0.72 0.82 1.28 1.00
Weighted average shares outstanding:
Basic (Note 11) 92,399 92,176 92,387 92,153
Diluted (Note 11) 92,702 92,222 92,812 92,339
The accompanying notes are an integral part of these condensed consolidated financial statements.

2
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Oasis Petroleum Inc.
Condensed Consolidated Statement of Changes in Stockholders’ Equity
(Unaudited)
(In thousands)

Common Stock Treasury Stock Additional
Paid-in-Capital Retained Earnings

Total
Stockholders’
EquityShares Amount Shares Amount

Balance as of December 31,
2012 93,303 $925 129 $(3,796 ) $ 657,943 $ 139,933 $795,005

Stock-based compensation 261 — — — 5,602 — 5,602
Treasury stock – tax
withholdings (10 ) — 10 (364 ) — — (364 )

Net income — — — — — 118,970 118,970
Balance as of June 30, 2013 93,554 $925 139 $(4,160 ) $ 663,545 $ 258,903 $919,213
The accompanying notes are an integral part of these condensed consolidated financial statements.

3
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Oasis Petroleum Inc.
Condensed Consolidated Statement of Cash Flows
(Unaudited)

Six Months Ended June 30,
2013 2012
(In thousands)

Cash flows from operating activities:
Net income $118,970 $92,484
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation, depletion and amortization 133,051 83,099
Impairment of oil and gas properties 706 2,571
Deferred income taxes 67,974 55,161
Derivative instruments 2,021 (56,009 )
Stock-based compensation expenses 5,371 3,898
Debt discount amortization and other 1,753 1,265
Working capital and other changes:
Change in accounts receivable (13,768 ) (26,840 )
Change in inventory (4,200 ) (21,636 )
Change in prepaid expenses (4,402 ) 1,500
Change in other current assets 330 490
Change in other assets — (7,365 )
Change in accounts payable and accrued liabilities 48,701 40,022
Change in other current liabilities 688 2,470
Change in other liabilities 612 750
Net cash provided by operating activities 357,807 171,860
Cash flows from investing activities:
Capital expenditures (429,296 ) (440,781 )
Derivative settlements 2,932 (2,465 )
Redemptions of short-term investments 25,000 19,994
Advances to joint interest partners 666 1,978
Advances from joint interest partners (5,593 ) 19,380
Net cash used in investing activities (406,291 ) (401,894 )
Cash flows from financing activities:
Purchases of treasury stock (364 ) (1,206 )
Debt issuance costs (2,998 ) (746 )
Net cash used in financing activities (3,362 ) (1,952 )
Decrease in cash and cash equivalents (51,846 ) (231,986 )
Cash and cash equivalents:
Beginning of period 213,447 470,872
End of period $161,601 $238,886
Supplemental non-cash transactions:
Change in accrued capital expenditures $(6,085 ) $104,486
Change in asset retirement obligations 3,441 4,185
The accompanying notes are an integral part of these condensed consolidated financial statements.

4
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OASIS PETROLEUM INC.
Notes to Condensed Consolidated Financial Statements (Unaudited)
1. Organization and Operations of the Company
Organization
Oasis Petroleum Inc. (together with its subsidiaries, “Oasis” or the “Company”) was formed on February 25, 2010,
pursuant to the laws of the State of Delaware, to become a holding company for Oasis Petroleum LLC (“OP LLC”), the
Company’s predecessor, which was formed as a Delaware limited liability company on February 26, 2007. In
connection with its initial public offering in June 2010 and related corporate reorganization, the Company acquired all
of the outstanding membership interests in OP LLC in exchange for shares of the Company’s common stock. In 2007,
Oasis Petroleum North America LLC (“OPNA”), a Delaware limited liability company, was formed to conduct domestic
oil and natural gas exploration and production activities. In 2008, Oasis Petroleum International LLC (“OPI”), a
Delaware limited liability company, was formed to conduct business development activities outside of the United
States of America. As of June 30, 2013, OPI had no business activities or material assets. In 2011, the Company
formed Oasis Well Services LLC (“OWS”), a Delaware limited liability company, to provide well services to OPNA,
and Oasis Petroleum Marketing LLC (“OPM”), a Delaware limited liability company, to provide marketing services to
OPNA. In 2013, the Company formed Oasis Midstream Services LLC (“OMS”), a Delaware limited liability company,
to provide midstream services to OPNA. As part of the formation of OMS, the Company transferred substantially all
of its salt water disposal and other midstream assets from OPNA to OMS.
Nature of Business
The Company is an independent exploration and production company focused on the acquisition and development of
unconventional oil and natural gas resources in the Williston Basin. The Company’s proved and unproved oil and
natural gas properties are located in the Montana and North Dakota areas of the Williston Basin and are owned by
OPNA. The Company also operates a marketing business (OPM), a well services business (OWS) and a midstream
services business (OMS), all of which are complementary to its primary development and production activities.  Both
OWS and OMS are separate reportable business segments.
2. Summary of Significant Accounting Policies
Basis of Presentation
The accompanying condensed consolidated financial statements of the Company include the accounts of Oasis and its
wholly owned subsidiaries. The accompanying condensed consolidated financial statements of the Company have not
been audited by the Company’s independent registered public accounting firm, except that the condensed consolidated
balance sheet at December 31, 2012 is derived from audited financial statements. All significant intercompany
transactions have been eliminated in consolidation. In the opinion of management, all adjustments, consisting of
normal recurring adjustments necessary for the fair presentation, have been included. In preparing the accompanying
condensed consolidated financial statements, management has made certain estimates and assumptions that affect
reported amounts in the condensed consolidated financial statements and disclosures of contingencies. Actual results
may differ from those estimates. The results for interim periods are not necessarily indicative of annual results.
These interim financial statements have been prepared pursuant to the rules and regulations of the Securities and
Exchange Commission (“SEC”) regarding interim financial reporting. Certain disclosures have been condensed or
omitted from these financial statements. Accordingly, they do not include all of the information and notes required by
accounting principles generally accepted in the United States of America (“GAAP”) for complete consolidated financial
statements and should be read in conjunction with the Company’s audited consolidated financial statements and notes
thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2012 (“2012 Annual
Report”).
Significant Accounting Policies
There have been no material changes to the Company’s critical accounting policies and estimates from those disclosed
in the 2012 Annual Report.
3. Inventory
Equipment and materials consist primarily of tubular goods, well equipment to be used in future drilling or repair
operations, well fracturing equipment, chemicals and proppant, all of which are stated at the lower of cost or market
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June 30, 2013 December 31, 2012
(In thousands)

Equipment and materials $10,562 $16,438
Crude oil inventory 5,823 4,269
Total inventory $16,385 $20,707
4. Property, Plant and Equipment
The following table sets forth the Company’s property, plant and equipment:

June 30, 2013 December 31, 2012
(In thousands)

Proved oil and gas properties (1) $2,608,460 $2,271,711
Less: Accumulated depreciation, depletion, amortization and impairment (498,007 ) (383,564 )
Proved oil and gas properties, net (2) 2,110,453 1,888,147
Unproved oil and gas properties 67,442 76,417
Total oil and gas properties, net 2,177,895 1,964,564
Other property and equipment 144,518 49,732
Less: Accumulated depreciation (16,560 ) (7,696 )
Other property and equipment, net (2) 127,958 42,036
Total property, plant and equipment, net $2,305,853 $2,006,600
 __________________

(1)Included in the Company’s proved oil and gas properties are estimates of future asset retirement costs of $26.3million and $20.7 million at June 30, 2013 and December 31, 2012, respectively.

(2)The Company reclassed substantially all of its salt water disposal and other midstream assets from proved oil andgas properties to other property and equipment, effective January 1, 2013.
As a result of expiring leases and periodic assessments of unproved properties, the Company recorded non-cash
impairment charges on its unproved oil and gas properties of $0.2 million and $0.7 million for the three and six
months ended June 30, 2013, respectively, and $2.2 million and $2.6 million for the three and six months ended June
30, 2012, respectively. No impairment charges on proved oil and natural gas properties were recorded for the three
and six months ended June 30, 2013 or 2012.
5. Fair Value Measurements
In accordance with the Financial Accounting Standards Board’s (“FASB”) authoritative guidance on fair value
measurements, the Company’s financial assets and liabilities are measured at fair value on a recurring basis. The
Company recognizes its non-financial assets and liabilities, such as asset retirement obligations and proved oil and
natural gas properties upon impairment, at fair value on a non-recurring basis.
As defined in the authoritative guidance, fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date (exit price). To
estimate fair value, the Company utilizes market data or assumptions that market participants would use in pricing the
asset or liability, including assumptions about risk and the risks inherent in the inputs to the valuation technique.
These inputs can be readily observable, market corroborated or generally unobservable.
The authoritative guidance establishes a fair value hierarchy that prioritizes the inputs used to measure fair value. The
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(“Level 1” measurements) and the lowest priority to unobservable inputs (“Level 3” measurements). The three levels of
the fair value hierarchy are as follows:
Level 1 — Unadjusted quoted prices are available in active markets for identical assets or liabilities as of the reporting
date. Active markets are those in which transactions for the asset or liability occur in sufficient frequency and volume
to provide pricing information on an ongoing basis.
Level 2 — Pricing inputs, other than unadjusted quoted prices in active markets included in Level 1, are either directly
or indirectly observable as of the reporting date. Level 2 includes those financial instruments that are valued
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using models or other valuation methodologies. These models are primarily industry-standard models that consider
various assumptions, including quoted forward prices for commodities, time value, volatility factors and current
market and contractual prices for the underlying instruments, as well as other relevant economic measures.
Substantially all of these assumptions are observable in the marketplace throughout the full term of the instrument and
can be derived from observable data or are supported by observable levels at which transactions are executed in the
marketplace.

Level 3 — Pricing inputs are generally less observable from objective sources, requiring internally developed valuation
methodologies that result in management’s best estimate of fair value.
Financial Assets and Liabilities
As required, financial assets and liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. The Company’s assessment of the significance of a particular input to the
fair value measurement requires judgment and may affect the valuation of fair value assets and liabilities and their
placement within the fair value hierarchy levels. The following tables set forth by level within the fair value hierarchy
the Company’s financial assets and liabilities that were accounted for at fair value on a recurring basis: 

At fair value as of June 30, 2013
Level 1 Level 2 Level 3 Total
(In thousands)

Assets:
Money market funds $36,442 $— $— $36,442
Commodity derivative instruments (see Note 6) — 17,907 — 17,907
Total assets $36,442 $17,907 $— $54,349
Liabilities:
Commodity derivative instruments (see Note 6) $— $291 $— $291
Total liabilities $— $291 $— $291

At fair value as of December 31, 2012
Level 1 Level 2 Level 3 Total
(In thousands)

Assets:
Money market funds $66,387 $— $— $66,387
Commodity derivative instruments (see Note 6) — 23,997 — 23,997
Total assets $66,387 $23,997 $— $90,384
Liabilities:
Commodity derivative instruments (see Note 6) $— $1,428 $— $1,428
Total liabilities $— $1,428 $— $1,428
The Level 1 instruments presented in the tables above consist of money market funds included in cash and cash
equivalents on the Company’s Condensed Consolidated Balance Sheet at June 30, 2013 and December 31, 2012. The
Company’s money market funds represent cash equivalents backed by the assets of high-quality major banks and
financial institutions. The Company identified the money market funds as Level 1 instruments due to the fact that the
money market funds have daily liquidity, quoted prices for the underlying investments can be obtained and there are
active markets for the underlying investments.
The Level 2 instruments presented in the tables above consist of commodity derivative instruments, which include oil
collars, swaps and puts. The fair values of the Company’s commodity derivative instruments are based upon a
third-party preparer’s calculation using mark-to-market valuation reports provided by the Company’s counterparties for
monthly settlement purposes to determine the valuation of its derivative instruments. The Company has the third-party
preparer evaluate other readily available market prices for its derivative contracts as there is an active market for these
contracts. The third-party preparer performs its independent valuation using a moment matching method similar to
Turnbull-Wakeman for Asian options. The significant inputs used are crude oil prices, volatility, skew, discount rate
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and the contract terms of the derivative instruments. However, the Company does not have access to the specific
proprietary valuation models or inputs used by its counterparties or third-party preparer. The Company compares the
third-party preparer’s valuation to counterparty valuation statements, investigating any significant differences, and
analyzes monthly valuation changes in relation to movements in crude oil forward price curves. The determination of
the fair value for derivative instruments also incorporates a credit adjustment for
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non-performance risk, as required by GAAP. The Company calculated the credit adjustment for derivatives in a net
asset position using current credit default swap values for each counterparty. The credit adjustment for derivatives in a
net liability position is based on the Company’s market credit spread. Based on these calculations, the Company
recorded downward adjustments to the fair value of its net derivative asset in the amounts of $76,000 and $29,000 at
June 30, 2013 and December 31, 2012, respectively.

Fair Value of Other Financial Instruments
The Company’s financial instruments, including certain cash and cash equivalents, short-term investments, accounts
receivable and accounts payable, are carried at cost, which approximates fair value due to the short-term maturity of
these instruments. At June 30, 2013, the Company’s cash equivalents and short-term investments were all Level 1
assets. The carrying amount of the Company’s long-term debt (senior unsecured notes due 2019, 2021 and 2023 – see
Note 7) reported in the Condensed Consolidated Balance Sheet at June 30, 2013 is $1,200.0 million with a fair value
of $1,239.0 million. The Company’s senior unsecured notes are publicly traded and therefore categorized as a Level 1
liability.
Nonfinancial Assets and Liabilities
Asset retirement obligations. The carrying amount of the Company’s asset retirement obligations (“ARO”) in the
Condensed Consolidated Balance Sheet at June 30, 2013 is $26.7 million (see Note 8 – Asset Retirement Obligations).
The Company determines the ARO by calculating the present value of estimated cash flows related to the liability.
Estimating the future ARO requires management to make estimates and judgments regarding timing and existence of
a liability, as well as what constitutes adequate restoration. Inherent in the fair value calculation are numerous
assumptions and judgments, including the ultimate costs, inflation factors, credit adjusted discount rates, timing of
settlement and changes in the legal, regulatory, environmental and political environments. These assumptions
represent Level 3 inputs. To the extent future revisions to these assumptions impact the fair value of the existing ARO
liability, a corresponding adjustment is made to the related asset.
Impairment. The Company reviews its proved oil and natural gas properties for impairment whenever events and
circumstances indicate that a decline in the recoverability of their carrying value may have occurred. The Company
estimates the expected undiscounted future cash flows of its oil and natural gas properties and compares such
undiscounted future cash flows to the carrying amount of the oil and natural gas properties to determine if the carrying
amount is recoverable. If the carrying amount exceeds the estimated undiscounted future cash flows, the Company
will adjust the carrying amount of the oil and natural gas properties to fair value. The factors used to determine fair
value are subject to management’s judgment and expertise and include, but are not limited to, recent sales prices of
comparable properties, the present value of future cash flows, net of estimated operating and development costs using
estimates of proved reserves, future commodity pricing, future production estimates, anticipated capital expenditures
and various discount rates commensurate with the risk and current market conditions associated with realizing the
expected cash flows projected. These assumptions represent Level 3 inputs. No impairment charges on proved oil and
natural gas properties were recorded for the three and six months ended June 30, 2013 or 2012.
6. Derivative Instruments
The Company utilizes derivative financial instruments to manage risks related to changes in oil prices. As of June 30,
2013, the Company utilized two-way and three-way costless collar options, put spreads, swaps and swaps with
sub-floors to reduce the volatility of oil prices on a significant portion of its future expected oil production. A two-way
collar is a combination of options: a sold call and a purchased put. The purchased put establishes a minimum price
(floor) and the sold call establishes a maximum price (ceiling) the Company will receive for the volumes under
contract. A three-way collar is a combination of options: a sold call, a purchased put and a sold put. The purchased put
establishes a minimum price (floor), unless the market price falls below the sold put (sub-floor), at which point the
minimum price would be NYMEX West Texas Intermediate (“WTI”) crude oil index price plus the difference between
the purchased put and the sold put strike price. The sold call establishes a maximum price (ceiling) the Company will
receive for the volumes under contract. A put spread is a combination of a purchased put and a sold put, and in this
case does not include a sold call, allowing the volumes under this contract to have no established maximum price
(ceiling). A swap is a sold call and a purchased put established at the same price (both ceiling and floor). A swap with
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a sub-floor is a swap coupled with a sold put (sub-floor) at which point the minimum price would be WTI crude oil
index price plus the difference between the swap and the sold put strike price.
All derivative instruments are recorded on the balance sheet as either assets or liabilities measured at fair value (see
Note 5 – Fair Value Measurements). Derivative assets and liabilities arising from the Company’s derivative contracts
with the same counterparty are also reported on a net basis, as all counterparty contracts provide for net settlement.
The Company has not designated any derivative instruments as hedges for accounting purposes and does not enter into
such instruments for speculative trading purposes. If a derivative does not qualify as a hedge or is not designated as a
hedge, the changes in fair value, both realized and unrealized, are recognized in the other income (expense) section of
the Condensed Consolidated
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Statement of Operations as a net gain or loss on derivative instruments. The Company’s cash flow is only impacted
when the actual settlements under the derivative contracts result in making or receiving a payment to or from the
counterparty. These cash settlements are reflected as investing activities in the Company’s Condensed Consolidated
Statement of Cash Flows.
As of June 30, 2013, the Company had the following outstanding commodity derivative instruments, all of which
settle monthly based on the average WTI crude oil index price:

Settlement
Period

Derivative
Instrument

Total Notional
Amount of Oil

Weighted Average Prices Fair Value
Asset
(Liability)Swap Sub-Floor Floor Ceiling

(Barrels) ($/Barrel) (In thousands)
2013 Two-way collars 1,006,500 $86.82 $97.75 $(985 )
2013 Three-way collars 1,121,790 $65.92 92.45 111.45 1,898
2013 Put spreads 906,210 70.93 91.09 1,364
2013 Swaps 1,464,000 $95.40 (255 )
2014 Two-way collars 504,500 88.92 95.86 682
2014 Three-way collars 2,695,030 70.33 90.79 106.21 9,870
2014 Put spreads 150,970 71.03 91.03 576
2014 Swaps 1,083,000 93.04 2,290

2014 Swaps with
sub-floors 1,336,000 92.03 70.00 318

2015 Two-way collars 31,000 90.00 94.90 137
2015 Three-way collars 232,500 70.67 90.67 105.81 1,114
2015 Swaps 77,500 92.34 363

2015 Swaps with
sub-floors 124,000 92.03 70.00 244

$17,616
The following table summarizes the location and fair value of all outstanding commodity derivative instruments
recorded in the balance sheet for the periods presented:

Fair Value of Derivative Instrument Assets (Liabilities)
Fair Value

Commodity Balance Sheet Location June 30,
2013

December
31, 2012

(In thousands)
Crude oil Derivative instruments — current assets $7,353 $19,016
Crude oil Derivative instruments — non-current assets 10,554 4,981
Crude oil Derivative instruments — current liabilities — (1,048 )
Crude oil Derivative instruments — non-current liabilities (291 ) (380 )
Total derivative instruments $17,616 $22,569
The following table summarizes the location and amounts of realized and unrealized gains and losses from the
Company’s commodity derivative instruments for the periods presented:

Three Months Ended 
 June 30,

Six Months Ended 
 June 30,

Income Statement Location 2013 2012 2013 2012
(In thousands)

Change in unrealized gain (loss) on
derivative instruments

Net gain (loss) on
derivative instruments $11,345 $75,769 $(4,953 ) $58,474
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Derivative settlements Net gain (loss) on
derivative instruments 1,246 (1,174 ) 2,932 (2,465 )

Total net gain (loss) on derivative
instruments $12,591 $74,595 $(2,021 ) $56,009

The Company has adopted the FASB’s authoritative guidance on disclosures about offsetting assets and liabilities,
which requires entities to disclose both gross and net information about instruments and transactions eligible for offset
in the
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statement of financial position as well as instruments and transactions subject to an agreement similar to a master
netting agreement. The Company’s derivative instruments are presented as assets and liabilities on a net basis by
counterparty, as all counterparty contracts provide for net settlement. No margin or collateral balances are deposited
with counterparties, and as such, gross amounts are offset to determine the net amounts presented in the Company’s
Condensed Consolidated Balance Sheet. The following tables summarize gross and net information about the
Company’s commodity derivative instruments for the periods presented:

Offsetting of Derivative Assets

Derivative Instruments Gross Amounts of Recognized Assets
Gross Amounts Offset
in the Balance
Sheet

Net Amounts of Assets Presented
in the Balance Sheet

(In thousands)
As of June 30, 2013 $44,565 $ (26,658 ) $ 17,907
As of December 31, 2012 68,970 (44,973 ) 23,997
Offsetting of Derivative Liabilities

Derivative Instruments Gross Amounts of Recognized Liabilities

Gross Amounts
Offset
in the Balance
Sheet

Net Amounts of Liabilities Presented
in the Balance Sheet

(In thousands)
As of June 30, 2013 $26,949 $ (26,658 ) $ 291
As of December 31, 2012 46,401 (44,973 ) 1,428

7. Long-Term Debt
Senior unsecured notes. The Company issued $400.0 million of 7.25% senior unsecured notes due February 1, 2019
and $400.0 million of 6.5% senior unsecured notes due November 1, 2021 during 2011 and $400.0 million of 6.875%
senior unsecured notes due January 15, 2023 during 2012 (collectively, the “Notes”). Interest on the Notes is payable
semi-annually in arrears. The issuance of these Notes resulted in aggregate net proceeds to the Company of
approximately $1,175.8 million. The Company is using the proceeds from the Notes to fund its exploration,
development and acquisition program and for general corporate purposes. The Notes are guaranteed on a senior
unsecured basis by the Company’s material subsidiaries (the “Guarantors”). These guarantees are full and unconditional
and joint and several among the Guarantors, subject to certain customary release provisions, as follows:

•
in connection with any sale or other disposition of all or substantially all of the assets of that Guarantor (including by
way of merger or consolidation) to a person that is not (either before or after giving effect to such transaction) the
Company or a restricted subsidiary of the Company;

•

in connection with any sale or other disposition of the capital stock of that Guarantor (including by way of merger or
consolidation) to a person that is not (either before or after giving effect to such transaction) the Company or a
restricted subsidiary of the Company, such that, immediately after giving effect to such transaction, such Guarantor
would no longer constitute a subsidiary of the Company;

•if the Company designates any restricted subsidiary that is a Guarantor to be an unrestricted subsidiary in accordancewith the indenture;
•upon legal defeasance or satisfaction and discharge of the indenture; or

•upon the liquidation or dissolution of a Guarantor, provided no event of default occurs under the indentures as a resultthereof.
The Notes were issued under indentures containing provisions that are substantially the same, as amended and
supplemented by supplemental indentures (collectively the “Indentures”), among the Company, the Guarantors and U.S.
Bank National Association, as trustee (the “Trustee”). The Company has certain options to redeem up to 35% of the
Notes at a certain redemption price based on a percentage of the principal amount, plus accrued and unpaid interest to
the redemption date, with the proceeds of certain equity offerings so long as the redemption occurs within 180 days of
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completing such equity offering and at least 65% of the aggregate principal amount of the Notes remains outstanding
after such redemption. Prior to certain dates, the Company has the option to redeem some or all of the Notes for cash
at certain redemption prices equal to a certain percentage of their principal amount plus an applicable make-whole
premium and accrued and unpaid interest to the redemption date. The Company estimates that the fair value of these
options is immaterial at June 30, 2013.
The Indentures restrict the Company’s ability and the ability of certain of its subsidiaries to: (i) incur additional debt or
enter into sale and leaseback transactions; (ii) pay distributions on, redeem or repurchase equity interests; (iii) make
certain
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investments; (iv) incur liens; (v) enter into transactions with affiliates; (vi) merge or consolidate with another
company; and (vii) transfer and sell assets. These covenants are subject to certain exceptions and qualifications. If at
any time when the Notes are rated investment grade by both Moody’s Investors Service, Inc. and Standard & Poor’s
Ratings Services and no Default (as defined in the Indentures) has occurred and is continuing, many of such covenants
will terminate and the Company and its subsidiaries will cease to be subject to such covenants.
The Indentures contain customary events of default, including:
•default in any payment of interest on any Note when due, continued for 30 days;
•default in the payment of principal or premium, if any, on any Note when due;

•failure by the Company to comply with its other obligations under the Indentures, in certain cases subject to noticeand grace periods;

•payment defaults and accelerations with respect to other indebtedness of the Company and its Restricted Subsidiaries(as defined in the Indentures) in the aggregate principal amount of $10.0 million or more;

•certain events of bankruptcy, insolvency or reorganization of the Company or a Significant Subsidiary (as defined inthe Indentures) or group of Restricted Subsidiaries that, taken together, would constitute a Significant Subsidiary;

•
failure by the Company or any Significant Subsidiary or group of Restricted Subsidiaries that, taken together, would
constitute a Significant Subsidiary to pay certain final judgments aggregating in excess of $10.0 million within
60 days; and

•any guarantee of the Notes by a Guarantor ceases to be in full force and effect, is declared null and void in a judicialproceeding or is denied or disaffirmed by its maker.

Senior secured revolving line of credit. On April 5, 2013, the Company, as parent, and OPNA, as borrower, entered
into a second amended and restated credit agreement (the “Second Amended Credit Facility”), which has a maturity date
of October 6, 2016. In connection with entry into the Second Amended Credit Facility, the semi-annual
redetermination of the Company’s borrowing base was also completed on April 5, 2013, which resulted in an increase
to the borrowing base of the Second Amended Credit Facility from $750 million to $1.25 billion. However, the
Company elected to limit the aggregate commitment of the lenders under the Second Amended Credit Facility (the
“Lenders”) to $900 million. The Company may increase its aggregate commitment to the full $1.25 billion borrowing
base by increasing the commitment of one or more lenders. In addition, under the Second Amended Credit Facility,
the overall credit facility increased from $1.0 billion to $2.5 billion, and the Company added four new lenders to the
bank group.

The Second Amended Credit Facility is restricted to the borrowing base, which is reserve-based and subject to
semi-annual redeterminations on April 1 and October 1 of each year. Borrowings under the Second Amended Credit
Facility are collateralized by perfected first priority liens and security interests on substantially all of the Company’s
assets, including mortgage liens on oil and natural gas properties having at least 80% of the reserve value as
determined by reserve reports.
Borrowings under the Second Amended Credit Facility are subject to varying rates of interest based on (1) the total
outstanding borrowings (including the value of all outstanding letters of credit) in relation to the borrowing base and
(2) whether the loan is a London interbank offered rate (“LIBOR”) loan or a domestic bank prime interest rate loan
(defined in the Second Amended Credit Facility as an Alternate Based Rate or “ABR” loan). As of June 30, 2013, any
outstanding LIBOR and ABR loans would have borne their respective interest rates plus the applicable margin
indicated in the following table:

Ratio of Total Outstanding Borrowings to Borrowing Base Applicable Margin
for LIBOR Loans

Applicable Margin
for ABR Loans

Less than .25 to 1 1.50 % 0.00 %
Greater than or equal to .25 to 1 but less than .50 to 1 1.75 % 0.25 %
Greater than or equal to .50 to 1 but less than .75 to 1 2.00 % 0.50 %
Greater than or equal to .75 to 1 but less than .90 to 1 2.25 % 0.75 %
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Greater than .90 to 1 but less than or equal 1 2.50 % 1.00 %
An ABR loan may be repaid at any time before the scheduled maturity of the Second Amended Credit Facility upon
the Company providing advance notification to the Lenders. Interest is paid quarterly on ABR loans based on the
number of days an ABR loan is outstanding as of the last business day in March, June, September and December. The
Company has the option to convert an ABR loan to a LIBOR-based loan upon providing advance notification to the
Lenders. The minimum available
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loan term is one month and the maximum loan term is six months for LIBOR-based loans. Interest for LIBOR loans is
paid upon maturity of the loan term. Interim interest is paid every three months for LIBOR loans that have loan terms
greater than three months in duration. At the end of a LIBOR loan term, the Second Amended Credit Facility allows
the Company to elect to repay the borrowing, continue a LIBOR loan with the same or a differing loan term or convert
the borrowing to an ABR loan.
On a quarterly basis, the Company pays a 0.375% (as of June 30, 2013) annualized commitment fee on the average
amount of borrowing base capacity not utilized during the quarter and fees calculated on the average amount of letter
of credit balances outstanding during the quarter.
As of June 30, 2013, the Second Amended Credit Facility contained covenants that included, among others:
•a prohibition against incurring debt, subject to permitted exceptions;
•a prohibition against making dividends, distributions and redemptions, subject to permitted exceptions;
•a prohibition against making investments, loans and advances, subject to permitted exceptions;

•restrictions on creating liens and leases on the assets of the Company and its subsidiaries, subject to permittedexceptions;
•restrictions on merging and selling assets outside the ordinary course of business;
•restrictions on use of proceeds, investments, transactions with affiliates or change of principal business;
•a provision limiting oil and natural gas derivative financial instruments;

•
a requirement that the Company maintain a ratio of consolidated EBITDAX (as defined in the Second Amended
Credit Facility) to consolidated Interest Expense (as defined in the Second Amended Credit Facility) of no less than
2.5 to 1.0 for the four quarters ended on the last day of each quarter; and

•

a requirement that the Company maintain a Current Ratio (as defined in the Second Amended Credit Facility) of
consolidated current assets (with exclusions as described in the Second Amended Credit Facility) to consolidated
current liabilities (with exclusions as described in the Second Amended Credit Facility) of not less than 1.0 to 1.0 as
of the last day of any fiscal quarter.
The Second Amended Credit Facility contains customary events of default. If an event of default occurs and is
continuing, the Lenders may declare all amounts outstanding under the Second Amended Credit Facility to be
immediately due and payable.

As of June 30, 2013, the Company had no borrowings and $2.2 million of outstanding letters of credit issued under the
Second Amended Credit Facility, resulting in an unused borrowing base capacity of $897.8 million. The Company
was in compliance with the financial covenants of the Second Amended Credit Facility as of June 30, 2013.
Deferred financing costs. As of June 30, 2013, the Company had $24.6 million of deferred financing costs related to
the Notes and the Second Amended Credit Facility. The deferred financing costs are included in deferred costs and
other assets on the Company’s Condensed Consolidated Balance Sheet at June 30, 2013 and are being amortized over
the respective terms of the Notes and the Second Amended Credit Facility. Amortization of deferred financing costs
recorded for the three and six months ended June 30, 2013 was $1.0 million and $1.9 million, respectively, and $0.7
million and $1.3 million for the three and six months ended June 30, 2012, respectively. These costs are included in
interest expense on the Company’s Condensed Consolidated Statement of Operations.
8. Asset Retirement Obligations
The following table reflects the changes in the Company’s ARO during the six months ended June 30, 2013:

(In thousands)
Balance at December 31, 2012 $23,234
Liabilities incurred during period 2,635
Liabilities settled during period 23
Accretion expense during period (1) 581
Revisions to estimates 227
Balance at June 30, 2013 $26,700
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 ___________________

(1)Included in depreciation, depletion and amortization on the Company’s Condensed Consolidated Statement ofOperations.
At June 30, 2013, the current portion of the total ARO balance was approximately $0.4 million and is included in
accrued liabilities on the Company’s Condensed Consolidated Balance Sheet.
9. Stock-Based Compensation
Restricted stock awards. The Company has granted restricted stock awards to employees and directors under its 2010
Long-Term Incentive Plan, the majority of which vest over a three-year period. The fair value of restricted stock
grants is based on the value of the Company’s common stock on the date of grant. Compensation expense is
recognized ratably over the requisite service period. Beginning January 1, 2013, the Company assumed annual
forfeiture rates by employee group ranging from 0% to 11% based on the Company’s forfeiture history for this type of
award as adjusted for management’s expectations of forfeitures.
Stock-based compensation expense recorded for restricted stock awards for the three and six months ended June 30,
2013 was $2.6 million and $4.6 million, respectively. For the three and six months ended June 30, 2012, stock-based
compensation expense recorded for restricted stock awards was $2.3 million and $3.9 million, respectively.
Stock-based compensation expense is included in general and administrative expenses on the Company’s Condensed
Consolidated Statement of Operations.
Performance share units. The Company has granted performance share units (“PSUs”) to officers of the Company under
its 2010 Long-Term Incentive Plan. The PSUs are awards of restricted stock units, and each PSU that is earned
represents the right to receive one share of the Company’s common stock.
Each grant of PSUs is subject to a designated three-year initial performance period. The number of PSUs to be earned
is subject to a market condition, which is based on a comparison of the total shareholder return (“TSR”) achieved with
respect to shares of the Company’s common stock against the TSR achieved by a defined peer group at the end of the
performance period. Depending on the Company’s performance relative to the defined peer group, an award recipient
will earn between 0% and 200% of the initial PSUs granted. If less than 200% of the initial PSUs granted are earned at
the end of the initial performance period, then the performance period will be extended an additional year to give the
recipient the opportunity to earn up to an aggregate of 200% of the initial PSUs granted.
The following table summarizes PSUs held by the Company’s officers at June 30, 2013:

PSUs
Weighted Average
Grant Date Fair Value
per Unit

Non-vested PSUs at December 31, 2012 155,220 $ 26.22
Granted 135,620 42.01
Vested — —
Forfeited (10,770 ) 32.89
Non-vested PSUs at June 30, 2013 280,070 $ 33.61

The Company accounted for these PSUs as equity awards pursuant to the FASB’s authoritative guidance for
share-based payments. The aggregate grant date fair value of the market-based awards was determined using a Monte
Carlo simulation model, which results in an expected percentage of PSUs earned. The fair value of these PSUs is
recognized on a straight-line basis over the performance period. As it is probable that a portion of the awards will be
earned during the extended performance period, the grant date fair value will be amortized over four years. However,
if 200% of the initial PSUs granted are earned at the end of the initial performance period, then the remaining
compensation expense will be accelerated in order to be fully recognized over three years. All compensation expense
related to the PSUs will be recognized if the requisite performance period is fulfilled, even if the market condition is
not achieved.
The Monte Carlo simulation model uses assumptions regarding random projections and must be repeated numerous
times to achieve a probabilistic assessment. The key valuation assumptions for the Monte Carlo model are the forecast
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period, initial value, risk-free rate, volatility and correlation coefficients. The risk-free rate is the U.S. treasury rate on
the date of grant. The initial value is the average of the volume weighted average prices for the 30 trading days prior
to the start of the performance cycle for the Company and each of its peers. Volatility is the standard deviation of the
average percentage in stock price over a
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historical two-year period for the Company and each of its peers. The correlation coefficients are measures of the
strength of the linear relationship between and amongst the Company and its peers estimated based on historical stock
price data. Beginning January 1, 2013, the Company assumed an annual forfeiture rate of 2.7% based on
management’s expectations of forfeitures for all PSUs granted.
The following assumptions were used for the Monte Carlo models to determine the grant date fair value and
associated stock-based compensation expense of the PSUs granted:

2013 Grants 2012 Grants
Forecast period (years) 4.00 4.01
Risk-free rate 0.65 % 0.46 %
Oasis volatility 47.48 % 51.00 %
Based on these assumptions, the Monte Carlo simulation model resulted in an expected percentage of PSUs earned of
112% and 98% for the 2013 and 2012 grants, respectively. Stock-based compensation expense recorded for these
PSUs for the three and six months ended June 30, 2013 was $0.5 million and $0.8 million, respectively, and is
included in general and administrative expenses on the Condensed Consolidated Statement of Operations. No
stock-based compensation expense related to PSUs was recorded for the three and six months ended June 30, 2012 as
the Company had not issued PSUs prior to July 2012.
10. Income Taxes
The Company’s effective tax rate for the three and six months ended June 30, 2013 was 36.0% and 36.7%,
respectively. The Company's effective tax rate for the three and six months ended June 30, 2012 was 37.4%. These
rates were consistent with the statutory tax rate applicable to the U.S. and the blended state rate for the states in which
the Company conducts business. As of June 30, 2013, the Company did not have any uncertain tax positions requiring
adjustments to its tax liability.
The Company had deferred tax assets for its federal and state tax loss carryforwards at June 30, 2013 recorded in
noncurrent deferred taxes. Deferred tax assets are reduced by a valuation allowance when, in the opinion of
management, it is more likely than not that some portion or all of the deferred tax assets will not be realized. As of
June 30, 2013, management determined that a valuation allowance was not required for the tax loss carryforwards as
they are expected to be fully utilized before expiration.
11. Earnings Per Share
Basic earnings per share is computed by dividing income available to common stockholders by the weighted average
number of shares outstanding for the periods presented. The calculation of diluted earnings per share includes the
impact of potentially dilutive non-vested restricted shares outstanding during the periods presented, unless their effect
is anti-dilutive. There are no adjustments made to income available to common stockholders in the calculation of
diluted earnings per share.
The following is a calculation of the basic and diluted weighted-average shares outstanding for the three and six
months ended June 30, 2013 and 2012: 

Three Months
Ended 
 June 30,

Six Months Ended
June 30,

2013 2012 2013 2012
(In thousands)

Basic weighted average common shares outstanding 92,399 92,176 92,387 92,153
Dilution effect of stock awards at end of period 303 46 425 186
Diluted weighted average common shares outstanding 92,702 92,222 92,812 92,339
Anti-dilutive stock-based compensation awards 914 634 711 397

12. Business Segment Information
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In the first quarter of 2012, the Company began its well services business segment (OWS) to perform completion
services for the Company's oil and natural gas wells operated by OPNA. Revenues for the well services segment are
derived from providing well completion services and related product sales. In the first quarter of 2013, the Company
formed its midstream services business segment (OMS) to perform salt water disposal and other midstream services
for the Company's oil and natural gas wells operated by OPNA. Revenues for the midstream segment are primarily
derived from providing salt water disposal services. Prior to 2013, the salt water disposal systems were owned by
OPNA, and the related income was included as a reduction to lease operating expenses. The revenues and expenses
related to work performed by OWS and OMS for OPNA's working interests are eliminated in consolidation, and only
the revenues and expenses related to non-affiliated working interest owners are included in the Company’s Condensed
Consolidated Statement of Operations. Prior to 2012, the Company only operated its exploration and production
segment. The exploration and production segment is engaged in the acquisition and development of oil and natural gas
properties and includes the complementary marketing services provided by OPM. Revenues for the exploration and
production segment are primarily derived from the sale of oil and natural gas production. These segments represent
the Company’s three current operating units, each offering different products and services. The Company’s corporate
activities have been allocated to the supported business segments accordingly.
Management evaluates the performance of the Company’s business segments based on operating income, which is
defined as segment operating revenues less expenses. Summarized financial information for the Company’s segments
is shown in the following table:

Exploration and
Production Well Services Midstream

Services Consolidated

(In thousands)
Three Months Ended June 30, 2013:
Revenues $241,842 $31,382 $7,035 $280,259
Inter-segment revenues — (19,921 ) (5,756 ) (25,677 )
Total revenues 241,842 11,461 1,279 254,582
Operating income 105,459 3,310 4,681 113,450
Other income (expense) (8,511 ) 4 — (8,507 )
Income before income taxes 96,948 3,314 4,681 104,943
Three Months Ended June 30, 2012:
Revenues $145,203 $16,505 $— $161,708
Inter-segment revenues — (12,644 ) — (12,644 )
Total revenues 145,203 3,861 — 149,064
Operating income 58,735 1,450 — 60,185
Other income (expense) 61,297 — — 61,297
Income before income taxes 120,032 1,450 — 121,482
Six Months Ended June 30, 2013:
Revenues $483,493 $67,150 $11,855 $562,498
Inter-segment revenues — (49,975 ) (9,637 ) (59,612 )
Total revenues 483,493 17,175 2,218 502,886
Operating income 218,357 5,873 7,173 231,403
Other income (expense) (43,530 ) 8 — (43,522 )
Income before income taxes 174,827 5,881 7,173 187,881
Six Months Ended June 30, 2012:
Revenues $283,109 $17,749 $— $300,858
Inter-segment revenues — (13,228 ) — (13,228 )
Total revenues 283,109 4,521 — 287,630
Operating income 100,978 17,357 — 118,335
Other income (expense) 29,410 — — 29,410
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Income before income taxes 130,388 17,357 — 147,745
Total Assets:
As of June 30, 2013 $2,617,366 $52,209 $88,569 $2,758,144
As of December 31, 2012 2,475,820 52,974 — 2,528,794
13. Commitments and Contingencies

15

Edgar Filing: Oasis Petroleum Inc. - Form 10-Q

31



Table of Contents

Lease obligations. The Company’s total rental commitments under leases for office space and other property and
equipment at June 30, 2013 were $12.2 million.
Drilling contracts. As of June 30, 2013, the Company had certain drilling rig contracts with initial terms greater than
one year. In the event of early contract termination under these contracts, the Company would be obligated to pay
approximately $30.2 million as of June 30, 2013 for the days remaining through the end of the primary terms of the
contracts.
Volume commitment agreements. As of June 30, 2013, the Company had certain agreements with an aggregate
requirement to deliver a minimum quantity of approximately 18.2 MMBbl and 13.6 Bcf from its Williston Basin
project areas within specified timeframes, all of which are less than six years. Future obligations under these
agreements were approximately $61.1 million as of June 30, 2013.
Litigation. The Company is party to various legal and/or regulatory proceedings from time to time arising in the
ordinary course of business. The Company believes all such matters are without merit and involve amounts which, if
resolved unfavorably, either individually or in the aggregate, will not have a material adverse effect on its financial
condition, results of operations or cash flows.

14. Condensed Consolidating Financial Information
The Notes (see Note 7) are guaranteed on a senior unsecured basis by the Guarantors, which are 100% owned by the
Company. These guarantees are full and unconditional and joint and several among the Guarantors. Certain of the
Company’s immaterial wholly owned subsidiaries do not guarantee the Notes (“Non-Guarantor Subsidiaries”).
The following financial information reflects consolidating financial information of the Company (“Issuer”) and its
Guarantors on a combined basis, prepared on the equity basis of accounting. The Non-Guarantor Subsidiaries are
immaterial and, therefore, not presented separately. The information is presented in accordance with the requirements
of Rule 3-10 under the SEC’s Regulation S-X. The financial information may not necessarily be indicative of results of
operations, cash flows or financial position had the Guarantors operated as independent entities. The Company has not
presented separate financial and narrative information for each of the Guarantors because it believes such financial
and narrative information would not provide any additional information that would be material in evaluating the
sufficiency of the Guarantors.
Condensed Consolidating Balance Sheet
(In thousands, except share data)

June 30, 2013

Parent/
Issuer

Combined
Guarantor
Subsidiaries

Intercompany
Eliminations Consolidated

ASSETS
Current assets
Cash and cash equivalents $83,770 $77,831 $— $161,601
Accounts receivable – oil and gas revenues — 130,518 — 130,518
Accounts receivable – joint interest partners — 92,785 — 92,785
Accounts receivable – from affiliates 771 6,511 (7,282 ) —
Inventory — 16,385 — 16,385
Prepaid expenses — 6,121 — 6,121
Advances to joint interest partners — 1,319 — 1,319
Derivative instruments — 7,353 — 7,353
Other current assets 3 2 — 5
Total current assets 84,544 338,825 (7,282 ) 416,087
Property, plant and equipment
Oil and gas properties (successful efforts method) — 2,675,902 — 2,675,902
Other property and equipment — 144,518 — 144,518
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Less: accumulated depreciation, depletion, amortization and
impairment — (514,567 ) — (514,567 )

Total property, plant and equipment, net — 2,305,853 — 2,305,853
Investments in and advances to subsidiaries 1,990,470 — (1,990,470 ) —
Derivative instruments — 10,554 — 10,554
Deferred income taxes 60,406 — (60,406 ) —
Deferred costs and other assets 19,450 6,200 — 25,650
Total assets $2,154,870 $2,661,432 $(2,058,158 ) $2,758,144
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable $22 $30,660 $— $30,682
Accounts payable – from affiliates 6,511 771 (7,282 ) —
Advances from joint interest partners — 15,583 — 15,583
Revenues and production taxes payable — 102,661 — 102,661
Accrued liabilities 27 180,961 — 180,988
Accrued interest payable 29,097 36 — 29,133
Deferred income taxes — 1,030 — 1,030
Other current liabilities — 688 — 688
Total current liabilities 35,657 332,390 (7,282 ) 360,765
Long-term debt 1,200,000 — — 1,200,000
Asset retirement obligations — 26,268 — 26,268
Derivative instruments — 291 — 291
Deferred income taxes — 309,578 (60,406 ) 249,172
Other liabilities — 2,435 — 2,435
Total liabilities 1,235,657 670,962 (67,688 ) 1,838,931
Stockholders’ equity
Capital contributions from affiliates — 1,621,489 (1,621,489 ) —
Common stock, $0.01 par value; 300,000,000 shares
authorized; 93,693,829 issued and 93,554,121 outstanding 925 — — 925

Treasury stock, at cost; 139,708 shares (4,160 ) — — (4,160 )
Additional paid-in-capital 663,545 8,743 (8,743 ) 663,545
Retained earnings 258,903 360,238 (360,238 ) 258,903
Total stockholders’ equity 919,213 1,990,470 (1,990,470 ) 919,213
Total liabilities and stockholders’ equity $2,154,870 $2,661,432 $(2,058,158 ) $2,758,144
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Condensed Consolidating Balance Sheet
(In thousands, except share data)

December 31, 2012

Parent/
Issuer

Combined
Guarantor
Subsidiaries

Intercompany
Eliminations Consolidated

ASSETS
Current assets
Cash and cash equivalents $133,797 $79,650 $— $213,447
Short-term investments 25,891 — — 25,891
Accounts receivable – oil and gas revenues — 110,341 — 110,341
Accounts receivable – joint interest partners — 99,194 — 99,194
Accounts receivable – from affiliates 310 5,845 (6,155 ) —
Inventory — 20,707 — 20,707
Prepaid expenses 313 1,457 — 1,770
Advances to joint interest partners — 1,985 — 1,985
Derivative instruments — 19,016 — 19,016
Other current assets 235 100 — 335
Total current assets 160,546 338,295 (6,155 ) 492,686
Property, plant and equipment
Oil and gas properties (successful efforts method) — 2,348,128 — 2,348,128
Other property and equipment — 49,732 — 49,732
Less: accumulated depreciation, depletion, amortization and
impairment — (391,260 ) — (391,260 )

Total property, plant and equipment, net — 2,006,600 — 2,006,600
Investments in and advances to subsidiaries 1,807,010 — (1,807,010 ) —
Derivative instruments — 4,981 — 4,981
Deferred income taxes 42,746 — (42,746 ) —
Deferred costs and other assets 20,748 3,779 — 24,527
Total assets $2,031,050 $2,353,655 $(1,855,911 ) $2,528,794
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable $9 $12,482 $— $12,491
Accounts payable – from affiliates 5,845 310 (6,155 ) —
Advances from joint interest partners — 21,176 — 21,176
Revenues and production taxes payable — 71,553 — 71,553
Accrued liabilities 100 189,763 — 189,863
Accrued interest payable 30,091 5 — 30,096
Derivative instruments — 1,048 — 1,048
Deferred income taxes — 4,558 — 4,558
Total current liabilities 36,045 300,895 (6,155 ) 330,785
Long-term debt 1,200,000 — — 1,200,000
Asset retirement obligations — 22,956 — 22,956
Derivative instruments — 380 — 380
Deferred income taxes — 220,417 (42,746 ) 177,671
Other liabilities — 1,997 — 1,997
Total liabilities 1,236,045 546,645 (48,901 ) 1,733,789
Stockholders’ equity
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Capital contributions from affiliates — 1,586,780 (1,586,780 ) —
Common stock, $0.01 par value; 300,000,000 shares
authorized; 93,432,712 issued and 93,303,298 outstanding 925 — — 925

Treasury stock, at cost; 129,414 shares (3,796 ) — — (3,796 )
Additional paid-in-capital 657,943 8,743 (8,743 ) 657,943
Retained earnings 139,933 211,487 (211,487 ) 139,933
Total stockholders’ equity 795,005 1,807,010 (1,807,010 ) 795,005
Total liabilities and stockholders’ equity $2,031,050 $2,353,655 $(1,855,911 ) $2,528,794
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Condensed Consolidating Statement of Operations
(In thousands)

Three Months Ended June 30, 2013

Parent/
Issuer

Combined
Guarantor
Subsidiaries

Intercompany
Eliminations Consolidated

Revenues
Oil and gas revenues $— $241,842 $— $241,842
Well services and midstream revenues — 12,740 — 12,740
Total revenues — 254,582 — 254,582
Expenses
Lease operating expenses — 18,266 — 18,266
Well services and midstream operating expenses — 6,644 — 6,644
Marketing, transportation and gathering expenses — 10,779 — 10,779
Production taxes — 21,397 — 21,397
Depreciation, depletion and amortization — 66,790 — 66,790
Exploration expenses — 392 — 392
Impairment of oil and gas properties — 208 — 208
General and administrative expenses 3,524 13,132 — 16,656
Total expenses 3,524 137,608 — 141,132
Operating income (loss) (3,524 ) 116,974 — 113,450
Other income (expense)
Equity in earnings in subsidiaries 82,506 — (82,506 ) —
Net gain on derivative instruments — 12,591 — 12,591
Interest expense, net of capitalized interest (20,159 ) (1,233 ) — (21,392 )
Other income (738 ) 1,032 — 294
Total other income (expense) 61,609 12,390 (82,506 ) (8,507 )
Income before income taxes 58,085 129,364 (82,506 ) 104,943
Income tax benefit (expense) 9,034 (46,858 ) — (37,824 )
Net income $67,119 $82,506 $(82,506 ) $67,119

Condensed Consolidating Statement of Operations
(In thousands)

Three Months Ended June 30, 2012

Parent/
Issuer

Combined
Guarantor
Subsidiaries

Intercompany
Eliminations Consolidated

Revenues
Oil and gas revenues $— $145,203 $— $145,203
Well services revenues — 3,861 — 3,861
Total revenues — 149,064 — 149,064
Expenses
Lease operating expenses — 12,029 — 12,029
Well services operating expenses — 1,207 — 1,207
Marketing, transportation and gathering expenses — 1,970 — 1,970
Production taxes — 13,720 — 13,720
Depreciation, depletion and amortization — 44,213 — 44,213
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Impairment of oil and gas properties — 2,203 — 2,203
General and administrative expenses 2,644 10,893 — 13,537
Total expenses 2,644 86,235 — 88,879
Operating income (loss) (2,644 ) 62,829 — 60,185
Other income (expense)
Equity in earnings in subsidiaries 86,024 — (86,024 ) —
Net gain on derivative instruments — 74,595 — 74,595
Interest expense, net of capitalized interest (13,414 ) (660 ) — (14,074 )
Other income 118 658 — 776
Total other income (expense) 72,728 74,593 (86,024 ) 61,297
Income before income taxes 70,084 137,422 (86,024 ) 121,482
Income tax benefit (expense) 5,959 (51,398 ) — (45,439 )
Net income $76,043 $86,024 $(86,024 ) $76,043

Condensed Consolidating Statement of Operations
(In thousands)

Six Months Ended June 30, 2013

Parent/
Issuer

Combined
Guarantor
Subsidiaries

Intercompany
Eliminations Consolidated

Revenues
Oil and gas revenues $— $483,493 $— $483,493
Well services and midstream revenues — 19,393 — 19,393
Total revenues — 502,886 — 502,886
Expenses
Lease operating expenses — 37,755 — 37,755
Well services and midstream operating expenses — 9,558 — 9,558
Marketing, transportation and gathering expenses — 14,168 — 14,168
Production taxes — 43,486 — 43,486
Depreciation, depletion and amortization — 133,051 — 133,051
Exploration expenses — 2,249 — 2,249
Impairment of oil and gas properties — 706 — 706
General and administrative expenses 6,400 24,110 — 30,510
Total expenses 6,400 265,083 — 271,483
Operating income (loss) (6,400 ) 237,803 — 231,403
Other income (expense)
Equity in earnings in subsidiaries 148,751 — (148,751 ) —
Net loss on derivative instruments — (2,021 ) — (2,021 )
Interest expense, net of capitalized interest (40,678 ) (1,897 ) — (42,575 )
Other income (363 ) 1,437 — 1,074
Total other income (expense) 107,710 (2,481 ) (148,751 ) (43,522 )
Income before income taxes 101,310 235,322 (148,751 ) 187,881
Income tax benefit (expense) 17,660 (86,571 ) — (68,911 )
Net income $118,970 $148,751 $(148,751 ) $118,970

Condensed Consolidating Statement of Operations
(In thousands)

Six Months Ended June 30, 2012
Parent/ Combined Intercompany Consolidated
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Issuer Guarantor
Subsidiaries

Eliminations

Revenues
Oil and gas revenues $— $283,109 $— $283,109
Well services and midstream revenues — 4,521 — 4,521
Total revenues — 287,630 — 287,630
Expenses
Lease operating expenses — 21,845 — 21,845
Well services and midstream operating expenses — 1,684 — 1,684
Marketing, transportation and gathering expenses — 4,539 — 4,539
Production taxes — 26,986 — 26,986
Depreciation, depletion and amortization — 83,099 — 83,099
Exploration expenses — 2,835 — 2,835
Impairment of oil and gas properties — 2,571 — 2,571
General and administrative expenses 5,090 20,646 — 25,736
Total expenses 5,090 164,205 — 169,295
Operating income (loss) (5,090 ) 123,425 — 118,335
Other income (expense)
Equity in earnings in subsidiaries 112,286 — (112,286 ) —
Net gain on derivative instruments — 56,009 — 56,009
Interest expense, net of capitalized interest (26,829 ) (1,144 ) — (27,973 )
Other income 295 1,079 — 1,374
Total other income (expense) 85,752 55,944 (112,286 ) 29,410
Income before income taxes 80,662 179,369 (112,286 ) 147,745
Income tax benefit (expense) 11,822 (67,083 ) — (55,261 )
Net income $92,484 $112,286 $(112,286 ) $92,484
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Condensed Consolidating Statement of Cash Flows
(In thousands)

Six Months Ended June 30, 2013

Parent/
Issuer

Combined
Guarantor
Subsidiaries

Intercompany
Eliminations Consolidated

Cash flows from operating activities:
Net income $118,970 $148,751 $ (148,751 ) $118,970
Adjustments to reconcile net income to net cash provided by
(used in) operating activities:
Equity in earnings of subsidiaries (148,751 ) — 148,751 —
Depreciation, depletion and amortization — 133,051 — 133,051
Impairment of oil and gas properties — 706 — 706
Deferred income taxes (17,660 ) 85,634 — 67,974
Derivative instruments — 2,021 — 2,021
Stock-based compensation expenses 5,263 108 — 5,371
Debt discount amortization and other 2,189 (436 ) — 1,753
Working capital and other changes:
Change in accounts receivable (461 ) (13,972 ) 665 (13,768 )
Change in inventory — (4,200 ) — (4,200 )
Change in prepaid expenses 313 (4,715 ) — (4,402 )
Change in other current assets 232 98 — 330
Change in accounts payable and accrued liabilities (388 ) 49,754 (665 ) 48,701
Change in other current liabilities — 688 — 688
Change in other liabilities — 612 — 612
Net cash provided by (used in) operating activities (40,293 ) 398,100 — 357,807
Cash flows from investing activities:
Capital expenditures — (429,296 ) — (429,296 )
Derivative settlements — 2,932 — 2,932
Redemptions of short-term investments 25,000 — — 25,000
Advances to joint interest partners — 666 — 666
Advances from joint interest partners — (5,593 ) — (5,593 )
Net cash provided by (used in) investing activities 25,000 (431,291 ) — (406,291 )
Cash flows from financing activities:
Purchases of treasury stock (364 ) — — (364 )
Debt issuance costs — (2,998 ) — (2,998 )
Investment in / capital contributions from affiliates (34,370 ) 34,370 — —
Net cash provided by (used in) financing activities (34,734 ) 31,372 — (3,362 )
Decrease in cash and cash equivalents (50,027 ) (1,819 ) — (51,846 )
Cash and cash equivalents at beginning of period 133,797 79,650 — 213,447
Cash and cash equivalents at end of period $83,770 $77,831 $— $161,601

Condensed Consolidating Statement of Cash Flows
(In thousands)

Six Months Ended June 30, 2012
Parent/ Combined Intercompany Consolidated
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Issuer Guarantor
Subsidiaries

Eliminations

Cash flows from operating activities:
Net income $92,484 $112,286 $ (112,286 ) $92,484
Adjustments to reconcile net income to net cash provided by
(used in) operating activities:
Equity in earnings of subsidiaries (112,286 ) — 112,286 —
Depreciation, depletion and amortization — 83,099 — 83,099
Impairment of oil and gas properties — 2,571 — 2,571
Deferred income taxes (11,822 ) 66,983 — 55,161
Derivative instruments — (56,009 ) — (56,009 )
Stock-based compensation expenses 3,793 105 — 3,898
Debt discount amortization and other 960 305 — 1,265
Working capital and other changes:
Change in accounts receivable (178 ) (28,661 ) 1,999 (26,840 )
Change in inventory — (21,636 ) — (21,636 )
Change in prepaid expenses 246 1,254 — 1,500
Change in other current assets 17 473 — 490
Change in other assets (7,305 ) (60 ) — (7,365 )
Change in accounts payable and accrued liabilities 9,657 32,364 (1,999 ) 40,022
Change in other current liabilities — 2,470 — 2,470
Change in other liabilities — 750 — 750
Net cash provided by (used in) operating activities (24,434 ) 196,294 — 171,860
Cash flows from investing activities:
Capital expenditures — (440,781 ) — (440,781 )
Derivative settlements — (2,465 ) — (2,465 )
Redemptions of short-term investments 19,994 — — 19,994
Advances to joint interest partners — 1,978 — 1,978
Advances from joint interest partners — 19,380 — 19,380
Net cash provided by (used in) investing activities 19,994 (421,888 ) — (401,894 )
Cash flows from financing activities:
Purchases of treasury stock (1,206 ) — — (1,206 )
Debt issuance costs (46 ) (700 ) — (746 )
Investment in / capital contributions from affiliates (242,130 ) 242,130 — —
Net cash provided by (used in) financing activities (243,382 ) 241,430 — (1,952 )
Increase (decrease) in cash and cash equivalents (247,822 ) 15,836 — (231,986 )
Cash and cash equivalents at beginning of period 443,482 27,390 — 470,872
Cash and cash equivalents at end of period $195,660 $43,226 $— $238,886

15. Subsequent Events
The Company has evaluated the period after the balance sheet date, noting no subsequent events or transactions that
required recognition or disclosure in the financial statements, other than as noted below.
Derivative instruments. In July 2013, the Company entered into new three-way collar options, swaps and swaps with
sub-floors, which settle monthly based on the WTI crude oil index price, for a total notional amount of 1,879,000
barrels in 2014 and 124,000 barrels in 2015. These derivative instruments do not qualify for and were not designated
as hedging instruments for accounting purposes.
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Drilling contracts. In July 2013, the Company extended one of its existing drilling rig contracts for an additional year.
In the event of early contract termination under this extended contract, the Company would be obligated to pay an
additional maximum of approximately $4.8 million if terminated immediately after execution.
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Item 2. — Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” contained
in our Annual Report on Form 10-K for the year ended December 31, 2012 (“2012 Annual Report”), as well as the
unaudited condensed consolidated financial statements and notes thereto included in this Quarterly Report on Form
10-Q.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities and Exchange Act of 1934, as amended. These
forward-looking statements 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 Quarterly Report on Form 10-Q, regarding our
strategy, future operations, financial position, estimated revenues and losses, projected costs, prospects, plans and
objectives of management are forward-looking statements. When used in this Quarterly Report on Form 10-Q, the
words “could,” “believe,” “anticipate,” “intend,” “estimate,” “expect,” “may,” “continue,” “predict,” “potential,” “project” and similar
expressions are intended to identify forward-looking statements, although not all forward-looking statements contain
such identifying words. In particular, the factors discussed below and detailed under Item 1A. “Risk Factors” in our
2012 Annual Report could affect our actual results and cause our actual results to differ materially from expectations,
estimates, or assumptions expressed in, forecasted in, or implied in such forward-looking statements.
Forward-looking statements may include statements about:
•our business strategy;
•estimated future net reserves and present value thereof;
•technology;
•cash flows and liquidity;
•our financial strategy, budget, projections, execution of business plan and operating results;
•oil and natural gas realized prices;
•timing and amount of future production of oil and natural gas;
•availability of drilling, completion and production equipment and materials;
•availability of qualified personnel;
•owning and operating well services and midstream companies;
•the amount, nature and timing of capital expenditures;
•availability and terms of capital;
•property acquisitions;
•costs of exploiting and developing our properties and conducting other operations;
•drilling and completion of wells;
•estimated inventory of wells remaining to be drilled and completed;
•infrastructure for salt water disposal;

•gathering, transportation and marketing of oil and natural gas, both in the Williston Basin and other regions in the
United States;
•general economic conditions;
•operating environment, including inclement weather conditions;
•competition in the oil and natural gas industry;
•effectiveness of risk management activities;
•environmental liabilities;
•counterparty credit risk;
•governmental regulation and the taxation of the oil and natural gas industry;
•developments in oil-producing and natural gas-producing countries;
•uncertainty regarding future operating results; and
•plans, objectives, expectations and intentions contained in this report that are not historical.
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All forward-looking statements speak only as of the date of this Quarterly Report on Form 10-Q. We disclaim any
obligation to update or revise these statements unless required by securities law, and you 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 Quarterly Report on Form 10-Q are
reasonable, we can give no assurance that these plans, intentions or expectations will be achieved. Some of the key
factors which could cause actual results to vary from our expectations include changes in oil and natural gas prices,
the timing of planned capital expenditures, availability of acquisitions, uncertainties in estimating proved reserves and
forecasting production results, operational factors affecting the
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commencement or maintenance of producing wells, the condition of the capital markets generally, as well as our
ability to access them, the proximity to and capacity of transportation facilities, and uncertainties regarding
environmental regulations or litigation and other legal or regulatory developments affecting our business, as well as
those factors discussed below and elsewhere in this Quarterly Report on Form 10-Q, all of which are difficult to
predict. In light of these risks, uncertainties and assumptions, the for

Edgar Filing: Oasis Petroleum Inc. - Form 10-Q

44


