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References to the “Trust” in this document refer to Whiting USA Trust II. References to “Whiting” in this document refer to Whiting 
Petroleum Corporation and its subsidiaries. References to “Whiting Oil and Gas” in this document refer to Whiting Oil and Gas 
Corporation, a wholly-owned subsidiary of Whiting Petroleum Corporation. 

 
GLOSSARY OF CERTAIN DEFINITIONS 

In this report the following terms have the meanings specified below: 

“ASC” Accounting Standards Codification. 

“August 2019 distribution” The cash distribution to Trust unitholders of record on August 19, 2019 that was paid on August 29, 2019. 

“August 2020 net loss” The net loss generated by the NPI during the second quarterly payment period of 2020, which resulted in no 
distribution to Trust unitholders of record on August 19, 2020.  

“August 2021 distribution” The cash distribution to Trust unitholders of record on August 19, 2021 that was paid on August 27, 2021. 

“Bbl” One stock tank barrel, or 42 U.S. gallons liquid volume, used in this report in reference to oil, NGLs and other liquid hydrocarbons. 

“BOE” One stock tank barrel of oil equivalent, computed on an approximate energy equivalent basis that one Bbl of crude oil equals 
six Mcf of natural gas and one Bbl of crude oil equals one Bbl of natural gas liquids. 

“CO2” Carbon dioxide.  

“completion” The process of preparing an oil and gas wellbore for production through the installation of permanent production 
equipment, as well as perforation or fracture stimulation to optimize production. 

“COPAS” The Council of Petroleum Accountants Societies, Inc. 

“costless collar” An option position where the proceeds from the sale of a call option at its inception fund the purchase of a put option 
at its inception.  

“differential” The difference between a benchmark price of oil and natural gas, such as the NYMEX crude oil spot price, and the 
wellhead price received. 

“farm-in or farm-out agreement” An agreement under which the owner of a working interest in an oil or natural gas lease typically 
assigns the working interest or a portion of the working interest to another party who desires to drill on the leased acreage. Generally, 
the assignee is required to drill one or more wells in order to earn its interest in the acreage. The assignor usually retains a royalty or 
reversionary interest in the lease. The interest received by an assignee is a “farm-in” while the interest transferred by the assignor is a 
“farm-out.” 

“FASB” Financial Accounting Standards Board. 

“February 2019 distribution” The cash distribution to Trust unitholders of record on February 19, 2019 that was paid on March 1, 2019. 

“February 2020 distribution” The cash distribution to Trust unitholders of record on February 19, 2020 that was paid on February 
28, 2020. 

“February 2021 net loss” The net loss generated by the NPI during the fourth quarterly payment period of 2020, which resulted in no 
distribution to Trust unitholders of record on February 19, 2021. 

“field” An area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same individual geological structural 
feature and/or stratigraphic condition. There may be two or more reservoirs in a field that are separated vertically by intervening 
impervious strata, or laterally by local geologic barriers, or both. Reservoirs that are associated by being in overlapping or adjacent fields 
may be treated as a single or common operational field. The geological terms “structural feature” and “stratigraphic condition” are 
intended to identify localized geological features as opposed to the broader terms of basins, trends, provinces, plays, areas of interest, 
etc. 
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“GAAP” Generally accepted accounting principles in the United States of America. 

“lease operating expense” or “LOE” The expenses of lifting oil or gas from a producing formation to the surface, constituting part of 
the current operating expenses of a working interest, and also including labor, superintendence, supplies, repairs, short-lived assets, 
maintenance, allocated overhead costs and other expenses incidental to production, but not including lease acquisition or drilling or 
completion expenses. 

“March 2022 distribution” The final cash distribution of the Trust to Trust unitholders of record on February 22, 2022, that was paid 
on March 1, 2022. 

“May 2019 distribution” The cash distribution to Trust unitholders of record on May 20, 2019 that was paid on May 30, 2019. 

“May 2020 distribution” The net profits generated by the NPI during the first quarterly payment period of 2020, which net profits were 
inclusive of a reserve for certain future expenses established by Whiting, and when combined with the payment period’s increased 
provision for estimated Trust expenses, resulted in no cash available for distribution to Trust unitholders of record on May 20, 2020. 

“May 2021 distribution” The cash distribution to Trust unitholders of record on May 20, 2021 that was paid on May 28, 2021. 

“MBbl” One thousand barrels of oil, NGLs or other liquid hydrocarbons. 

“MBOE” One thousand BOE. 

“Mcf” One thousand cubic feet, used in reference to natural gas. 

“MMBOE” One million BOE. 

“MMcf” One million cubic feet, used in reference to natural gas. 

“Money market rate” The lesser of (a) the rate of interest per annum publicly announced from time to time in the Midwest edition of 
the Wall Street Journal as the “money market” interest rate on an annual yield basis, but if such rate is not available, then such similar 
rate as reported by a nationally recognized financial news source or (b) the maximum rate of interest permitted under applicable law. 

“net profits interest” or “NPI” The nonoperating interest that creates a share in gross production from an operating or working interest 
in the underlying properties which terminated pursuant to its terms on December 31, 2021. The share is measured by net profits from 
the sale of production after deducting costs associated with that production. 

“NGL” Natural gas liquid.  

“November 2019 distribution” The cash distribution to Trust unitholders of record on November 19, 2019 that was paid on 
November 29, 2019. 

“November 2020 net loss” The lack of a cash distribution to Trust unitholders of record on November 19, 2020. 

“November 2021 Distribution” The cash distribution to Trust unitholders of record on November 19, 2021 to be paid on or before 
November 29, 2021. 

“NYMEX” The New York Mercantile Exchange. 

“payment period” A calendar quarter, which is the period of time over which the computation of net proceeds (or net losses) generated 
by the NPI is determined for the respective quarter. 

“plugging and abandonment” Refers to the sealing off of fluids in the strata penetrated by a well so that the fluids from one stratum 
will not escape into another or to the surface. Regulations of most states legally require plugging of abandoned wells. 

“reserves” Estimated remaining quantities of oil and gas and related substances anticipated to be economically producible, as of a given 
date, by application of development projects to known accumulations. In addition, there must exist, or there must be a reasonable 
expectation that there will exist, the legal right to produce or a revenue interest in the production, installed means of delivering oil and 
gas or related substances to market, and all permits and financing required to implement the project. 
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“reservoir” A porous and permeable underground formation containing a natural accumulation of producible crude oil and/or natural 
gas that is confined by impermeable rock or water barriers and is individual and separate from other reservoirs. 

“royalty” The amount or fee paid to the owner of mineral rights, expressed as a percentage or fraction of gross income from crude oil 
or natural gas produced and sold, unencumbered by expenses relating to the drilling, completing or operating of the affected well. 

“royalty interest” An interest in an oil or natural gas property entitling the owner to shares of the crude oil or natural gas production 
free of costs of exploration, development and production operations. 

“underlying properties” certain of Whiting Oil and Gas’ properties located in the Permian Basin, Rocky Mountains, Gulf Coast and 
Mid Continent regions of the United States that were subject to the NPI, prior to its termination.   

“working interest” The interest in a crude oil and natural gas property (normally a leasehold interest) that gives the owner the right to 
drill, produce and conduct operations on the property and to a share of production, subject to all royalties, overriding royalties and other 
burdens and all costs of exploration, development and operations and all associated risks. 

“workover” Operations on a producing well to restore or increase production. 
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Trustee’s Discussion and Analysis of Financial Condition and Results of Operations 

Trust Termination and Overview 

Trust Termination. The NPI terminated December 31, 2021. After the NPI termination date of December 31, 2021, the Trustee made a 
final quarterly cash distribution, on  March 1, 2022, to the Trust unitholders of record on February 22, 2022, and the Trust is in the 
process of winding up its affairs and terminating. The Trust will pay no further distributions to unitholders. 

Trust Overview. The Trust does not conduct any operations or activities. The Trust’s purpose is, in general, to hold the NPI prior to its 
termination, to distribute to unitholders cash that the Trust receives pursuant to the NPI, and to perform certain administrative functions 
with respect to the NPI and the Trust units.  

Income from net profits interest was recorded on a cash basis when the Trust received NPI proceeds from Whiting. NPI proceeds were 
based on the oil and gas production for which Whiting received payment within one month following the end of the most recent fiscal 
quarter. However, in accordance with the terms of the NPI, any NPI proceeds received by the Trust after the NPI termination date of 
December 31, 2021 only included proceeds for oil and gas production received by Whiting prior to December 31, 2021. 

Oil and gas prices historically have been volatile. The table below highlights these price trends by listing quarterly average NYMEX 
crude oil and natural gas prices for the periods indicated through December 31, 2021. The 2021 NPI distributions were mainly affected 
by October 2020 through September 2021 oil prices and September 2020 through August 2021 natural gas prices. The final distribution 
on March 1, 2022 was mainly affected by October 2021 through November 2021 oil prices and September 2021 through October 2021 
natural gas prices. 

                                    
                                    

 2019  2020  2021 
 Q1   Q2   Q3   Q4    Q1   Q2    Q3   Q4   Q1    Q2   Q3    Q4 
Crude oil $  54.90  $  59.83  $  56.45  $  56.96  $  46.08  $  27.85  $  40.94  $  42.67  $ 57.80   $ 66.06   $ 70.55   $ 77.17  
Natural gas $  3.00  $  2.58  $  2.29  $  2.44  $  1.88  $  1.66  $  1.89  $  2.51  $ 2.56   $ 2.74   $ 3.95   $ 5.13  
 
Demand for oil and natural gas products improved during the majority of 2021, which resulted in improved oil and natural gas prices 
following sharp declines during 2020 primarily in response to Saudi Arabia’s announcement of plans to abandon previously agreed upon 
output restraints and the economic effects of the coronavirus (“COVID-19”) pandemic on the demand for oil and natural gas. All costless 
collar hedge contracts terminated as of December 31, 2014 and no additional hedges were allowed to be placed on the Trust assets. 
Consequently, there were no further cash settlement gains or losses on commodity derivatives for inclusion in the Trust’s computation 
of net proceeds (or net losses, as the case may be), and the Trust therefore had increased exposure to oil and natural gas price volatility. 
Additionally, in the current commodity price environment, the Trust’s distributions had increased sensitivity to fluctuations in operating 
and capital expenditures. 

Since the assets of the Trust were depleting assets, a portion of each cash distribution paid on the Trust units was a return of capital to 
investors, with the remainder being considered as a return on investment or yield.  

Capital Expenditure Activities 

The primary goal of the capital expenditures relative to the underlying properties was to mitigate a portion of the natural decline in 
production from producing properties.  

Farm-out agreements. In an effort to develop the underlying properties while limiting additional capital expenditures for the Trust, 
Whiting Oil and Gas entered into four farm-out agreements with third-party partners covering various fields in Texas. The agreements 
provided the third-party partners with the option, but not the obligation, to drill one or more wells, subject to the applicable farm-out 
agreement, whereby the partner paid the majority of the related drilling and well completion costs to earn a working interest in such 
wells. As a result, the applicable underlying properties consisted of a reduced working interest in these properties and an overriding 
royalty interest. The third-party partners drilled and produced ten wells under these agreements prior to the termination of the NPI on 
December 31, 2021.  
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Results of Trust Operations 

The following is a summary of income from net profits interest and distributable income received by the Trust for each respective period 
(dollars in thousands, except per Bbl, per Mcf and per BOE amounts): 
             

Trust Results  
             

  Year Ended December 31, 
     2021     2020     2019 
Sales volumes:             

Oil from underlying properties (MBbl)(1)    767  (3)    789 (4)    917 (5) 

Natural gas from underlying properties (MMcf)    733  (3)    917 (4)    1,111 (5) 

Total production (MBOE)    889     942     1,103  

Average sales prices:             

Oil (per Bbl)(1)   $ 51.42    $  37.47   $  48.40  

Natural gas (per Mcf)(2)  $ 3.32    $  1.50   $  2.30  

Cost metrics:             

Lease operating expenses (per BOE)  $ 29.64    $  28.48   $  29.52  

Production tax rate (percent of total revenues)   5.1  %    4.8 %    5.0 % 
Revenues:             

Oil sales(1)   $ 39,421  (3)  $  29,558 (4)  $  44,407 (5) 

Natural gas sales    2,437  (3)    1,371 (4)    2,558 (5) 

Total revenues    41,858     30,929     46,965  

Costs:             

Lease operating expenses    26,347      26,815     32,555  

Production taxes    2,130      1,473     2,327  
Development costs    1,327     1,358     1,951  

Total costs    29,804     29,646     36,833  
Net proceeds    12,054      1,283     10,132  
Net profits percentage    90  %    90 %    90 % 
Income from net profits interest    10,849      1,155     9,119  
Provision for estimated Trust expenses     (1,750)    (1,100)     (800) 
Montana state income tax withheld     (14)    (7)     (15) 
Accumulated net losses (repaid to) funded by Whiting   (220)    220     -  
Distributable income   $ 8,865    $  268   $  8,304  
____________ 
(1) Oil includes natural gas liquids. 
(2) A portion of the natural gas volumes produced and sold from the underlying properties during the year ended December 31, 2021, 2020 and 2019 had a “liquids-

rich” content; however, such content did not result in a premium to the NYMEX natural gas price for the years ended December 31, 2020 and December 31, 2019, 
primarily due to the depressed liquids prices during such period. 

(3) Oil and gas sales volumes and related revenues for the year ended December 31, 2021 (consisting of the February 2021 net loss for the Trust, and the May 2021, 
August 2021 and November 2021 distributions to the Trust) generally represent crude oil production from October 2020 through September 2021 and natural gas 
production from September 2020 through August 2021. 

(4) Oil and gas sales volumes and related revenues for the year ended December 31, 2020 (consisting of the February 2020 and May 2020 distributions to the Trust, 
and the August 2020 and November 2020 net losses for the Trust) generally represent crude oil production from October 2019 through September 2020 and natural 
gas production from September 2019 through August 2020. 

(5) Oil and gas sales volumes and related revenues for the year ended December 31, 2019 (consisting of Whiting’s February 2019, May 2019, August 2019 and 
November 2019 distributions to the Trust) generally represent crude oil production from October 2018 through September 2019 and natural gas production from 
September 2018 through August 2019.  
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Comparison of results of the Trust for the years ended December 31, 2021 and 2020 

Income from net profits interest. Income from net profits interest is recorded on a cash basis when NPI proceeds are received by the 
Trust from Whiting. NPI proceeds are based on the oil and gas production for which Whiting has received payment within one month 
following the end of the most recent fiscal quarter. However, in accordance with the terms of the NPI, any NPI proceeds received by 
the Trust after the NPI termination date of December 31, 2021 only included proceeds for oil and gas production received by Whiting 
prior to December 31, 2021. Whiting receives payment for its crude oil sales generally within 30 days following the month in which it 
is produced, and Whiting receives payment for its natural gas sales generally within 60 days following the month in which it is produced. 
However, payments for crude oil and natural gas sales on non-operated and farm-out properties may be remitted to Whiting after 
significantly longer periods of time. Income from net profits interest is generally a function of oil and gas revenues, lease operating 
expenses, production taxes and development costs as follows: 

Revenues. Oil and natural gas revenues increased $10.9 million (or 35%) during 2021 as compared to 2020. Sales revenue is a 
function of average commodity prices realized and oil and gas volumes sold. The increase in revenue between periods was 
primarily due to increases in crude oil and natural gas average realized sales prices, which were partially offset by declines in crude 
oil and natural gas production volumes between periods. The crude oil average realized sales price increased by 37% between 
periods primarily as a result of an increase in NYMEX oil prices, which was slightly offset by higher oil differentials. The natural 
gas average realized sales price increased by 121% between periods primarily as a result of significantly improved gas differentials 
and an increase in NYMEX gas prices. Crude oil production volumes decreased by 22 MBbl (or 3%) and natural gas production 
volumes decreased by 184 MMcf (or 20%) between periods. The declines in oil and gas volumes between periods were primarily 
related to normal field decline and wells temporarily shut-in for equipment failures in the Keystone South and Agua Dulce fields. 
These declines were partially offset by differences in the timing of receiving revenues on certain farm-out properties. 

Lease operating expenses. Lease operating expenses decreased $0.5 million (or 2%) during the year ended December 31, 2021 
compared to the prior year primarily due to lower oilfield goods and services costs and lower ad valorem taxes. LOE on a per BOE 
basis increased 4% between periods from $28.48 during the year ended December 31, 2020 to $29.64 for the year ended December 
31, 2021 primarily due to the lower overall costs and decline in sales volumes between periods discussed above. 

Production taxes. Production taxes are typically calculated as a percentage of oil and gas revenues. Production taxes as a percentage 
of revenues increased from 4.8% during 2020 to 5.1% during 2021. Additionally, overall production taxes in 2021 increased $0.7 
million (or 45%) as compared to 2020 primarily due to higher oil and natural gas revenues between periods.  

Development costs. Development costs for the year ended December 31, 2021 were comparable to the prior year primarily due to 
a reduction in CO2 volumes in the Rangely Weber Sand Unit which was offset by increased workover and repair costs in the 
Keystone South and Vacuum North fields. 

Provision for estimated Trust expenses. The provision for estimated Trust expenses increased $0.7 million during the year ended 
December 31, 2021 as compared to the prior year. This increase was primarily the result of the Trustee establishing a $1.0 million 
provision for Trust expenses to ensure that the Trust has sufficient cash available to pay its general and administrative expenses for the 
period after the termination of the NPI when no net proceeds will be generated.  

Accumulated net losses (repaid to) funded by Whiting. During the year ended December 31, 2020, the net profits interest generated 
accumulated net losses of $0.2 million attributable to the Trust primarily due to the decline in oil and natural gas prices, which lower 
commodity prices caused production and development costs on the underlying properties to exceed the proceeds from production. 
Neither the Trust nor the unitholders were liable for any net losses that were generated by the net profits interest. Prior to the termination 
of the NPI, Whiting funded the payment of any such net losses until the accumulated net losses, plus accrued interest at the money 
market interest rate, were recovered from future NPI net profits. All accumulated net losses, plus accrued interest, were required to be 
repaid to Whiting before any further distributions could be made to Trust unitholders. Such accumulated net losses were repaid to 
Whiting during the second quarter of 2021 (which included additional net losses generated by the NPI during the first quarter of 2021). 
As of December 31, 2021, there were no remaining accumulated net losses for which Whiting was entitled to be repaid. 
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Comparison of results of the Trust for the years ended December 31, 2020 and 2019 

Income from Net Profits Interest. Income from net profits interest is recorded on a cash basis when NPI proceeds are received by the 
Trust from Whiting. NPI proceeds are based on the oil and gas production for which Whiting has received payment within one month 
following the end of the most recent fiscal quarter. Whiting receives payment for its crude oil sales generally within 30 days following 
the month in which it is produced, and Whiting receives payment for its natural gas sales generally within 60 days following the month 
in which it is produced. Income from net profits interest is generally a function of oil and gas revenues, lease operating expenses, 
production taxes and development costs as follows: 

Revenues. Oil and natural gas revenues were $16 million (or 34%) lower in 2020 compared to 2019. The decrease in revenue 
between periods was primarily due to lower realized oil prices and a decline in oil production volumes. The average sales price 
realized decreased for crude oil and natural gas by 23% and 35%, respectively, between periods primarily as a result of lower 
NYMEX oil and gas prices, which were partially offset by improved oil and gas differentials. Crude oil production volumes 
decreased by 129 MBbls (or 14%) between periods and natural gas volumes decreased by 194 MMcf (or 17%) in 2020 compared 
to 2019.  

The decrease in oil and gas volumes between periods were primarily related to (i) normal field production decline, (ii) the 
permanent shutdown of the third-party operated Chatom Gas Plant in November 2019, which impacts wells located in the Lake 
Como field and (iii) the partial year shut-in of the Garland field and other wells in response to depressed oil and gas pricing for a 
portion of 2020. Based on the December 31, 2020 reserve report, overall production attributable to the underlying properties is 
expected to decline at a year-over-year rate of approximately 12.5% for oil and 12.0% for gas from 2020 through the NPI 
termination date of December 31, 2021. 

Lease Operating Expenses. LOE decreased $5.7 million (or 18%) during the year ended December 31, 2020 compared to the same 
2019 period primarily due to a $3.9 million decrease in oilfield goods and services, which includes a decrease of $1.9 million in 
workover costs between periods and a $1.8 million decrease due to lower labor and other operating costs. The decrease in overall 
LOE coupled with the decline in overall production volumes resulted in a decrease in LOE on a per BOE basis of 4% from $29.52 
during 2019 to $28.48 for 2020. 

Production Taxes. Production taxes as a percentage of revenues decreased from 5.0% during 2019 to 4.8% during 2020. 
Additionally, overall production taxes in 2020 decreased $0.9 million (or 37%) as compared to 2019 primarily due to lower oil 
and natural gas revenues between periods.  

Development Costs. Development costs were $0.6 million (or 30%) lower in 2020 as compared to 2019. Development costs 
decreased primarily due to reduced drilling and capital workover costs in the Justis, Mary Two, Garland and Keystone South fields. 

Provision for estimated Trust expenses. The provision for estimated Trust expenses increased $0.3 million during 2020 compared to the 
same 2019 period due to the expected impacts of (i) the sharp decline in oil prices that occurred in March 2020 which oil prices remained 
depressed at the time the expenses were estimated in August 2020 and (ii) the COVID-19 pandemic. In consideration of the anticipated 
impacts, the Trustee increased the provision for Trust expenses to enable it to pay the Trust’s future liabilities for approximately 12 
months from the time at which it was established. 

Accumulated Net Losses Funded by Whiting. During the year ended December 31, 2020, the net profits interest generated accumulated 
net losses of $0.2 million attributable to the Trust primarily due to the decline in oil and natural gas prices, which lower commodity 
prices caused production and development costs on the underlying properties to exceed the proceeds from production. Neither the Trust 
nor the unitholders are liable for any net losses that are generated by the net profits interest. Whiting funds the payment of any such net 
losses until the accumulated net losses, plus accrued interest at the money market interest rate, are recovered from future NPI net profits. 
All accumulated net losses, plus accrued interest, must be repaid to Whiting before any further distributions will be made to Trust 
unitholders. There were no accumulated net losses during the year ended December 31, 2019. 
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REPORT OF INDEPENDENT AUDITORS 

To the Unitholders of Whiting USA Trust II and 
The Bank of New York Mellon Trust Company, N.A., as Trustee 
 
 
Opinion  

We have audited the accompanying statements of assets, liabilities, and trust corpus of Whiting USA 
Trust II, (“the Trust”) as of December 31, 2021 and 2020, and the related statements of distributable 
income and changes in trust corpus for each of the three years in the period ended December 31, 2021, 
and related notes (collectively referred to as the “financial statements”).  

In our opinion, the accompanying financial statements present fairly, in all material respects, the assets, 
liabilities, and trust corpus of the Trust as of December 31, 2021 and 2020, and its distributable income 
and its changes in trust corpus for each of the three years in the period ended December 31, 2021, in 
conformity with the modified cash basis of accounting described in Note 3. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Trust and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our audit opinion.  

Responsibilities of Trustee for the Financial Statements 

The trustee is responsible for the preparation and fair presentation of the financial statements in 
conformity with the modified cash basis of accounting, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the trustee is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Trust’s ability to continue as a 
going concern for one year after the date that the financial statements are available to be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a 
material misstatement when it exists. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 

Deloitte & Touche LLP 
500 West 2nd Street 
Suite 1600 
Austin, TX 78701 
USA 

Tel:   +1 512 691 2300 
www.deloitte.com 
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omissions, misrepresentations, or the override of internal control. Misstatements are considered material 
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment 
made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures 
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 
statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Trust’s internal control. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the Trust’s ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 

Other Information Included in the Annual Report  

The trustee is responsible for the other information included in the annual report. The other information 
comprises the information included in the annual report but does not include the financial statements and 
our auditor’s report thereon. Our opinion on the financial statements does not cover the other information, 
and we do not express an opinion or any form of assurance thereon. 

In connection with our audits of the financial statements, our responsibility is to read the other information 
and consider whether a material inconsistency exists between the other information and the financial 
statements, or the other information otherwise appears to be materially misstated. If, based on the work 
performed, we conclude that an uncorrected material misstatement of the other information exists, we are 
required to describe it in our report. 

Termination of the Trust and Basis of Accounting 

As described in Notes 1 and 2 to the financial statements, the net profits interest (NPI) terminated on 
December 31, 2021 and the Trustee made a final cash distribution on March 1, 2022. The Trust is in the 
process of winding up its affairs and terminating. As described in Note 3 to the financial statements, these 
financial statements have been prepared on a modified cash basis of accounting which is a 
comprehensive basis of accounting other than accounting principles generally accepted in the United 
States of America. 

 

 

 
March 18, 2022 
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WHITING USA TRUST II 

Statements of Assets, Liabilities and Trust Corpus 
(In thousands, except unit data) 

       

  December 31, 
                                                                                                               2021  2020 
ASSETS         

Cash and short-term investments   $ 1,319   $  463 
Investment in net profits interest, net    75     533 

Total assets   $ 1,394   $  996 
LIABILITIES AND TRUST CORPUS     

Reserve for Trust expenses   $ 1,319   $  463 
Trust corpus (18,400,000 Trust units issued and outstanding 
   as of December 31, 2021 and December 31, 2020)   75    533 

Total liabilities and Trust corpus   $ 1,394  $  996 
 

 
Statements of Distributable Income 

(In thousands, except distributable income per unit data) 
          

  Year Ended December 31, 
                                                                                                                   2021    2020      2019 
Income from net profits interest   $ 10,849   $  1,155  $  9,119 
General and administrative expenses      (894)    (839)    (879)
Cash reserves used (withheld) for current Trust expenses     (856)   (261)   79 
State income tax withholding     (14)   (7)   (15)
Accumulated net losses funded by (repaid to) Whiting   (220)   220    - 
Distributable income   $ 8,865  $  268  $  8,304 

Distributable income per unit   $ 0.481797   $  0.014554  $  0.451281 
 

 
Statements of Changes in Trust Corpus 

(In thousands) 
          

  Year Ended December 31, 
                                                                                                                   2021    2020      2019 
Trust corpus, beginning of period   $  533  $  7,718  $  12,357 
Distributable income     8,865     268     8,304 
Distributions to unitholders     (8,865)   (268)   (8,304)
Impairment of investment in net profits interest     -   (5,822)   - 
Amortization of investment in net profits interest     (458)   (1,363)   (4,639)

Trust corpus, end of period   $ 75  $  533  $  7,718 
 

The accompanying notes are an integral part of these modified cash basis financial statements. 
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WHITING USA TRUST II 

NOTES TO MODIFIED CASH BASIS FINANCIAL STATEMENTS 

1.  ORGANIZATION OF THE TRUST 

Trust Overview and Termination — Whiting USA Trust II (the “Trust”) is a statutory trust formed on December 5, 2011 under the 
Delaware Statutory Trust Act, pursuant to a trust agreement (the “Trust agreement”) among Whiting Oil and Gas Corporation (“Whiting 
Oil and Gas”), as Trustor, The Bank of New York Mellon Trust Company, N.A., as Trustee (the “Trustee”), and Wilmington Trust, 
National Association, as Delaware Trustee (the “Delaware Trustee”). The initial capitalization of the Trust estate was funded by Whiting 
Petroleum Corporation (“Whiting”) on December 8, 2011. 

The Trust was created to acquire and hold a term net profits interest (“NPI”) for the benefit of the Trust unitholders pursuant to a 
conveyance from Whiting Oil and Gas, a 100%-owned subsidiary of Whiting, to the Trust. The NPI, which terminated as of December 
31, 2021 (the “NPI Termination Date”), was an interest in certain of Whiting Oil and Gas’ properties located in the Permian Basin, 
Rocky Mountains, Gulf Coast and Mid-Continent regions of the United States (the “underlying properties”). The NPI was the only asset 
of the Trust, other than cash reserves held for future Trust expenses. The Trust had no interest in the underlying properties as of the NPI 
Termination Date. 

The NPI was passive in nature, and the Trustee had no management control over and no responsibility relating to the operation of the 
underlying properties. The NPI entitled the Trust to receive 90% of the net cash proceeds received by Whiting from the sale of production 
from the underlying properties prior to its termination. The NPI terminated on December 31, 2021 as the minimum amount of production 
(11.79 MMBOE) applicable to the NPI had been produced and sold from the underlying properties (which amount is the equivalent of 
10.61 MMBOE in respect of the Trust’s right to receive 90% of the net proceeds from such reserves pursuant to the NPI). After the NPI 
Termination Date, the Trustee made a final cash distribution on March 1, 2022, to the Trust unitholders of record on February 22, 2022, 
and the Trust is in the process of winding up its affairs and terminating. The Trust will pay no further distributions. 

 2.  SUBSEQUENT EVENTS 

The Trust evaluated its financial statements for subsequent events through March 18, 2022, the date the financial statements were 
available to be issued, and determined that other than the event mentioned below, no events or transactions occurred that are required to 
be disclosed.  

On February 9, 2022, the Trustee announced the Trust’s final distribution of the net profits interest, which included cash net proceeds 
relating to for the fourth quarterly payment period in 2021. Unitholders on record on February 22, 2022 received a distribution of 
$0.163070 per Trust Unit, which was paid on March 1, 2022. This aggregate distribution to all Trust unitholders consisted of net cash 
proceeds of $2.1 million paid by Whiting to the Trust, plus the release of  $1.0 million from the cash reserves previously established by 
the Trustee for the payment of general and administrative expenses through the Trust’s termination date, less a provision of $0.1 million 
for estimated Trust expenses and less $2,615 for Montana state income tax withholdings.  

The Trust is in the process of winding up its affairs and terminating. The Trust will pay no further distributions to unitholders after the 
March 2022 Distribution.  

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Term Net Profits Interest — The Trust uses the modified cash basis of accounting to report Trust receipts from the NPI and payments 
of expenses incurred. Actual cash distributions to the Trust were made based on the terms of the conveyance that created the Trust’s 
NPI. The NPI entitled the Trust to receive revenues (oil, gas and natural gas liquid sales) less expenses (the amount by which all royalties; 
lease operating expenses including well workover costs; development costs; production and property taxes; payments made by Whiting 
to the hedge counterparty upon settlements of hedge contracts; maintenance expenses; producing overhead; and amounts reserved for 
future development, maintenance or operating expenses; hedge payments received by Whiting under hedge contracts and other 
non-production revenue) of the underlying properties multiplied by 90% (NPI percentage). Actual cash receipts varied due to timing 
delays of cash receipts from the property operators or purchasers and due to wellhead and pipeline volume balancing agreements or 
practices, subject to adjustment for the recovery of accumulated net losses funded by Whiting and accrued interest. 
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Modified Cash Basis of Accounting — The financial statements of the Trust, as prepared on a modified cash basis, reflect the Trust’s 
assets, liabilities, Trust corpus, earnings and distributions, as follows: 

a. Income from net profits interest is recorded when NPI distributions are received by the Trust; 
b. Distributions to Trust unitholders are recorded when paid by the Trust; 
c. Trust general and administrative expenses (which include the Trustees’ fees as well as administrative, accounting, engineering, 

legal, and other professional fees) are recorded when paid; 
d. Cash reserves for Trust expenses may be established by the Trustee for certain expenditures that would not be recorded as 

contingent liabilities under GAAP; 
e. Amortization of the investment in net profits interest is calculated based on the units-of-production method. Such amortization 

is charged directly to Trust corpus and does not affect distributable income; and 
f. The Trust evaluates impairment of the investment in net profits interest by comparing the undiscounted cash flows expected to 

be realized from the investment in net profits interest to the NPI carrying value. If the expected future undiscounted cash flows 
are less than the carrying value, the Trust recognizes an impairment loss, if any, for the difference between the carrying value 
and the estimated fair value of the investment in net profits interest. The fair value of the NPI is determined using the expected 
net discounted future cash flows from the underlying properties that are attributable to the net profits interest. The determination 
of whether the NPI is impaired requires a significant amount of judgment by the Trustee and is based on the best information 
available to the Trustee at the time of the evaluation. 

While these statements differ from financial statements prepared in accordance with GAAP, the modified cash basis of reporting 
revenues and distributions is considered to be the most meaningful for the Trust’s activities and results because quarterly distributions 
to the Trust unitholders were based on net cash receipts. This comprehensive basis of accounting other than GAAP corresponds to the 
accounting permitted for royalty trusts as specified by FASB ASC Topic 932, Extractive Activities – Oil and Gas: Financial Statements 
of Royalty Trusts and is consistent with reporting of taxable income to the Trust unitholders. 

Most accounting pronouncements apply to entities whose financial statements are prepared in accordance with GAAP, directing such 
entities to accrue or defer certain revenues and expenses in a period other than when such revenues are received or expenses are paid. 
Because the Trust’s financial statements are prepared on the modified cash basis as described above, however, most accounting 
pronouncements are not applicable to the Trust’s financial statements. 

Cash and Short-Term Investments — Cash and short-term investments include all highly liquid short-term investments with original 
maturities of three months or less. Cash and short-term investments potentially subject the Trust to a concentration of credit risk as 
substantially all of its deposits held in financial institutions were in excess of the Federal Deposit Insurance Corporation (“FDIC”) 
insurance limits as of December 31, 2021. The Company maintains its cash and short-term equivalents in the form of money market and 
checking accounts with the Bank of New York Mellon. The Trust has not experienced any losses on its deposits of cash and short-term 
investments. 

Recent Accounting Pronouncements — There were no accounting pronouncements issued during the year ended December 31, 2021 
applicable to the Trust or its financial statements.  

4.  INVESTMENT IN NET PROFITS INTEREST 

Whiting Oil and Gas conveyed the NPI to the Trust in exchange for 18,400,000 Trust units. The investment in net profits interest was 
recorded at the historical cost basis of Whiting on March 28, 2012, the date of conveyance (except for the derivatives which were 
reflected at their fair value as of March 31, 2012), which was determined to be $194.0 million. However, such historical cost basis has 
been subject to impairments taken in prior periods. Accumulated amortization of the investment in net profits interest was $0.9 million 
and $0.5 million as of December 31, 2021 and December 31, 2020, respectively. 

Impairment of Net Profits Interest — The value of the investment in net profits interest is reviewed whenever the Trustee judges that 
events and circumstances indicate that the recorded carrying value of the investment in net profits interest may not be recoverable. As a 
result of the significant decrease in the forward price curves for oil during the first quarter of 2020 which dropped below $21.00 per Bbl 
in March 2020, and the associated decline in anticipated future cash flows, an impairment test was performed. As of March 31, 2020, 
the investment in net profits interest with a carrying value of $6.8 million was written down to its fair value of $1.0 million, resulting in 
a $5.8 million impairment charged directly to Trust corpus for the year ended December 31, 2020, which did not affect distributable 
income. The write-down of the net profits interest was due to a reduction in anticipated future cash flows primarily driven by an 
expectation of sustained depressed oil prices as of March 31, 2020. The fair value of the investment in net profits interest was ascribed 
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using an income approach analysis based on the net discounted future cash flows from the NPI in the underlying properties and contains 
unobservable inputs including estimates of future oil and gas production attributable to the Trust; commodity prices based on forward 
strip price curves as of March 31, 2020 (adjusted for basis differentials); estimated operating, development, and general and 
administrative expenses; estimated state income tax withholdings; and a discount rate. During the years ended December 31, 2021 and 
December 31, 2019 no impairment of the investment in net profits interest occurred.  

The dramatic decline in pricing in March 2020 was primarily attributable to Saudi Arabia’s announcement in March 2020 of plans to 
abandon previously agreed upon output restraints and economic effects of the COVID-19 pandemic on the demand for oil and natural 
gas. Substantial and extended declines in oil, natural gas and NGL prices have resulted in reduced net proceeds to which the Trust was 
entitled. 

5.  INCOME FROM NET PROFITS INTEREST 

The Trust received income from net profits interest as follows (in thousands): 
             

  Year Ended December 31, 
      2021      2020      2019 
Revenues:             

Oil sales(1)   $ 39,421 (2)  $  29,558 (3)  $  44,407 (4) 

Natural gas sales    2,437 (2)    1,371 (3)    2,558 (4) 

Total revenues    41,858     30,929    46,965 
Costs:          

Lease operating expenses    26,347     26,815    32,555 
Production taxes    2,130    1,473    2,327 
Development costs    1,327    1,358    1,951 

Total costs    29,804     29,646    36,833 
Net proceeds    12,054    1,283    10,132 
Net profits percentage     90 %    90 %    90 % 
Income from net profits interest   $ 10,849   $  1,155  $  9,119 
____________ 
(1) Oil includes natural gas liquids. 
(2) Oil and gas sales volumes and related revenues for the year ended December 31, 2021 (consisting of Whiting’s February 2021 net loss from the Trust, and the May 

2021, August 2021 and November 2021 distributions to the Trust) generally represent crude oil production from October 2020 through September 2021 and natural 
gas production from September 2020 through August 2021. 

(3) Oil and gas sales volumes and related revenues for the year ended December 31, 2020 (consisting of Whiting’s February 2020 and May 2020 distributions to the 
Trust, and the August 2020 and November 2020 net losses from the Trust) generally represent crude oil production from October 2019 through September 2020 and 
natural gas production from September 2019 through August 2020. 

(4) Oil and gas sales volumes and related revenues for the year ended December 31, 2019 (consisting of Whiting’s February 2019, May 2019, August 2019 and 
November 2019 distributions to the Trust) generally represent crude oil production from October 2018 through September 2019 and natural gas production from 
September 2018 through August 2019. 

6.  INCOME TAXES 

The Trust is a grantor trust and therefore is not subject to federal income taxes. Accordingly, no recognition has been given to federal 
income taxes in the Trust’s financial statements or in the Trust’s standardized measure of discounted future net cash flows. The Trust 
unitholders are treated as the owners of Trust income and corpus, and the entire taxable income of the Trust is reported by the Trust 
unitholders on their respective tax returns. 

For Montana state income tax purposes, Whiting withheld from its NPI payments to the Trust, an amount equal to 6% of the net amount 
payable to the Trust from the sale of oil and gas in Montana. Whiting withheld $13,939, $6,666 and $15,120 related to Montana state 
income taxes for the years ended December 31, 2021, 2020 and 2019, respectively. For Arkansas, Colorado, Michigan, Mississippi, 
New Mexico, North Dakota and Oklahoma, neither the Trust nor Whiting withheld income tax due to such states on distributions made 
to an individual resident or nonresident Trust unitholder, because the Trust is taxed as a grantor trust under the Internal Revenue Code. 

7.  DISTRIBUTION TO UNITHOLDERS 

Actual cash distributions to the Trust unitholders depended on the volumes of and prices received for oil, natural gas and natural gas 
liquids produced and sold from the underlying properties, among other factors, prior to the termination of the net profits interest. 
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Quarterly cash distributions during the term of the Trust were made by the Trustee no later than 60 days following the end of each 
quarter (or the next succeeding business day) to the Trust unitholders of record on the 50th day following the end of each quarter. Such 
amounts equaled the excess, if any, of the cash received by the Trust during the quarter, over the expenses of the Trust paid during such 
quarter, subject to any adjustments for changes made by the Trustee during such quarter to any cash reserves established for future 
expenses of the Trust or adjustments for the recovery of accumulated net losses and accrued interest. 

Income (Loss) from Net Profits Interest and Reserve for Expenditures — Income (loss) from net profits interest was generally a 
function of oil and gas revenues less the actual lease operating expenses, production taxes and development costs incurred during the 
period. As provided in the terms of the net profits interest prior to its termination, Whiting was permitted to reserve from the gross 
proceeds amounts up to a total of $2.0 million at any time for future development, maintenance or operating expenses on the underlying 
properties and related activities. During the year ended December 31, 2021, no such reserve was established or remained. 

Cash Reserves Withheld for Trust Expenses — During the year ended December 31, 2021, the Trustee increased the cash reserves 
withheld for future Trust expenses by $1.0 million to ensure that the Trust has sufficient cash available to pay its general and 
administrative expenses through the Trust’s termination date, which includes periods after the termination of the NPI when no net 
proceeds will be generated. Similarly, during the year ended December 31, 2020, the Trustee increased the cash reserves withheld for 
future Trust expenses to enable it to pay the Trust’s estimated liabilities for approximately 12 months from the time at which the reserve 
was established. The reserves were increased in response to the expected impact of (i) the sharp decline in oil prices occurring in March 
2020 which oil prices remained depressed at the time the reserve was established in May 2020 and (ii) the COVID-19 pandemic, both 
of which had the potential to reduce or eliminate the amount of cash available to pay future Trust liabilities. As of December 31, 2021 
and March 1, 2022, the Trust had approximately $1.3 million and $0.2 million, respectively, of cash reserves available to pay future 
Trust expenses for the period after the termination of the NPI when no net proceeds will be generated.  

Accumulated Net Losses Funded by (Repaid to) Whiting and Distributions to Unitholders — The NPI generated net losses of $0.2 
million during the first quarter of 2021, primarily due to continued depressed oil and natural gas prices, the continued decline of 
production from the underlying properties and differences in timing of receiving revenues associated with non-operated properties. 
These factors caused operating and development costs to exceed the proceeds from production during the period. The net loss of $0.2 
million generated during the first quarter of 2021, taken together with accumulated net losses generated in previous periods resulted in 
$0.4 million of accumulated net losses funded by Whiting through March 31, 2021. However, such net losses were repaid to Whiting 
during the second quarter of 2021. As a result, there were no accumulated net losses funded by Whiting as of December 31, 2021. 
 
Neither the Trust nor the unitholders were liable for any net losses that were generated by the net profits interest; however, any such net 
losses, plus accrued interest at the prevailing money market rate, were recovered by Whiting from future NPI proceeds before any further 
distributions were made to Trust unitholders. Additionally, if the Trust borrowed funds in order to pay its administrative liabilities, the 
Trust unitholders did not receive distributions until the borrowed funds together with any accumulated net losses and accrued interest 
were repaid.  

The following table presents a rollforward of the net profits interest accumulated net losses for the years ended December 31, 2021, 
2020 and 2019 (in thousands): 
          

  Year Ended December 31, 
     2021      2020      2019 
Accumulated net losses, beginning of period  $  (220) $  -  $  - 
Net losses funded by Whiting    -    (220)   - 
Accumulated net losses repaid to Whiting(1)    220    -    - 
Accumulated net losses, end of period  $  -  $  (220)  $  - 
____________ 
(1) In addition to the accumulated net losses of $0.2 million, accrued interest of $599 as of December 31, 2020 was repaid to Whiting from future NPI gross proceeds 

before distributions were made to Trust unitholders.  
 

8. RELATED PARTY TRANSACTIONS 

Plugging and Abandonment — During the years ended December 31, 2021, 2020 and 2019, Whiting incurred $0.4 million, $2.4 million 
and $0.9 million, respectively, of plugging and abandonment costs on the underlying properties. Pursuant to the terms of the conveyance 
agreement, plugging and abandonment costs relating to the underlying properties, net of any proceeds received from the salvage of 
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equipment, were funded entirely by Whiting and were not therefore included as a deduction in the calculation of net proceeds or 
otherwise deducted from Trust unitholders over the term of the Trust. 

Operating Overhead — Pursuant to the terms of its joint operating agreements, Whiting deducted from the gross oil and gas sales 
proceeds an overhead fee to operate those underlying properties for which Whiting had been designated as the operator. Additionally, 
with respect to those underlying properties for which Whiting was the operator but where there was no operating agreement in place, 
Whiting deducted from the gross proceeds an overhead fee calculated in the same manner that Whiting allocated overhead to other 
similarly owned properties, which is customary practice in the oil and gas industry. Operating overhead activities included various 
engineering, legal, and administrative functions. The fee was adjusted annually pursuant to COPAS guidelines. The following table 
presents the Trust’s portion of these overhead charges for the distributions made during the years presented: 
          

  Year Ended December 31, 
      2021       2020  2019 
Total overhead charges (in thousands)  $ 1,394   $  1,307  $  1,344 
Overhead charge per month per active operated gross well   $ 387   $  365  $  370 
 
Administrative Services Fee — Under the terms of the administrative services agreement, the Trust was obligated to pay a quarterly 
administration fee of $50,000 to Whiting 60 days following the end of each calendar quarter. General and administrative expenses in 
the Trust’s statements of distributable income for the years ended December 31, 2021, 2020 and 2019 includes $200,000 in each period 
for quarterly administrative fees paid to Whiting. The administrative service agreement terminated on December 31, 2021. 

Trustee Administrative Fee — Under the terms of the Trust agreement, the Trust pays an annual administrative fee to the Trustee of 
$175,000, which is paid in four quarterly installments and is billed in arrears. Starting in 2017, such fee escalated by 2.5% each year 
and therefore, the annual administrative fee paid to the Trustee for 2021, 2020 and 2019 services was $197,996, $193,167 and $188,456, 
respectively. General and administrative expenses in the Trust’s statements of distributable income for the years ended December 31, 
2021, 2020 and 2019 include $196,789, $191,989 and $187,307, respectively, for administrative fees paid to the Trustee. 

Letter of Credit – In June 2012, Whiting established a $1.0 million letter of credit of the Trustee in order to provide a mechanism for 
the Trustee to pay the operating expenses of the Trust in the event that Whiting failed to lend funds to the Trust, if requested to do so by 
the Trustee. This letter of credit was not be used to fund NPI distributions to unitholders, and if the Trustee had drawn of the letter of 
credit or borrowed funds from Whiting or other entities, no further distributions would have been made to unitholders until all such 
amounts, including interest thereon were repaid by the Trust. Such letter of credit expired December 31, 2021. As of December 31, 2021 
and 2020, the Trust had no borrowings under the letter of credit. 

Lending to the Trust – The Trustee can authorize the Trust to borrow money for the purpose of paying Trust administrative or incidental 
expenses that exceed cash held by the Trust. The Trustee may authorize the Trust to borrow from the Trustee, Whiting or the Delaware 
Trustee as a lender, provided that the terms of the loan are similar to the terms it would grant to a similarly situated commercial customer 
with whom it did not have a fiduciary relationship. The Trustee may also deposit funds awaiting distribution in an account with itself, 
which may be a non-interest bearing account and make other short-term investments with the funds distributed to the Trust. As of 
December 31, 2021 and 2020, the Trust had no borrowings outstanding. 

 

****** 
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