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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
Some of the information in this Quarterly Report on Form 10-Q may contain forward-looking statements. Forward-looking statements give our
current expectations, contain projections of results of operations or of financial condition, or forecasts of future events. Words such as “may,” “assume,”
“forecast,” “position,” “predict,” “strategy,” “expect,” “intend,” “plan,” “estimate,” “anticipate,” “believe,” “project,” “budget,” “potential,” or “continue,”
and similar expressions are used to identify forward-looking statements. They can be affected by assumptions used or by known or unknown risks or
uncertainties. Consequently, no forward-looking statements can be guaranteed. When considering these forward-looking statements, you should keep in
mind the risk factors and other cautionary statements in this Quarterly Report on Form 10-Q. Actual results may vary materially. You are cautioned not to
place undue reliance on any forward-looking statements. You should also understand that it is not possible to predict or identify all such factors and should
not consider the following list to be a complete statement of all potential risks and uncertainties. Factors that could cause our actual results to differ
materially from the results contemplated by such forward-looking statements include:
·

Antero Resources Corporation’s (“Antero Resources”) expected production and ability to meet its drilling and development plan;

·

our ability to execute our business strategy;

·

our ability to realize the anticipated benefits of the simplification and related transactions described elsewhere in this Quarterly Report on
Form 10-Q (the “Transactions”)(see Note 1—Organization);

·

the impact of increased levels and costs of indebtedness used to fund the Transactions or the cash portion of the consideration paid in
connection therewith, and the increased cost of existing indebtedness due to the actions taken to consummate the Transactions;

·

our ability to obtain debt or equity financing on satisfactory terms to fund additional acquisitions, expansion projects, working capital
requirements and the repayment or refinancing of indebtedness;

·

our ability to realize the anticipated benefits of our investments in unconsolidated affiliates;

·

natural gas, natural gas liquids (“NGLs”) and oil prices;

·

our ability to complete the construction of or purchase new gathering and compression, processing, water handling and treatment or other
assets on schedule, at the budgeted cost or at all, and the ability of such assets to operate as designed or at expected levels;

·

competition and government regulations;

·

actions taken by third-party producers, operators, processors and transporters;

·

legal or environmental matters;

·

costs of conducting our operations;

·

general economic conditions;

·

credit markets;

·

operating hazards, natural disasters, weather-related delays, casualty losses and other matters beyond our control;

·

uncertainty regarding our future operating results; and

·

plans, objectives, expectations and intentions contained in this Quarterly Report on Form 10-Q that are not historical.

We caution investors that these forward-looking statements are subject to all of the risks and uncertainties incidental to our business, most of
which are difficult to predict and many of which are beyond our control. These risks include, but are not limited to,
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commodity price volatility, inflation, environmental risks, Antero Resources’ drilling and completion and other operating risks, regulatory changes, the
uncertainty inherent in projecting Antero Resources’ future rates of production, cash flows and access to capital, the timing of development expenditures,
and the other risks described under the heading “Item 1A. Risk Factors” in our and Antero Midstream Partners LP (“Antero Midstream Partners”) Annual
Reports on Form 10-K, each for the year ended December 31, 2018 (the “2018 Forms 10-K”), on file with the Securities and Exchange Commission
(“SEC”).
Should one or more of the risks or uncertainties described in this Quarterly Report on Form 10-Q occur, or should underlying assumptions prove
incorrect, our actual results and plans could differ materially from those expressed in any forward-looking statements.
All forward-looking statements, expressed or implied, included in this Quarterly Report on Form 10-Q are expressly qualified in their entirety by
this cautionary statement. This cautionary statement should also be considered in connection with any subsequent written or oral forward-looking
statements that we or persons acting on our behalf may issue.
Except as otherwise required by applicable law, we disclaim any duty to update any forward-looking statements to reflect events or circumstances
after the date of this Quarterly Report on Form 10-Q.
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PART I—FINANCIAL INFORMATION
ANTERO MIDSTREAM CORPORATION
Condensed Consolidated Balance Sheets
December 31, 2018 and March 31, 2019
(Unaudited)
(In thousands, except security amounts)
December 31, 2018

March 31, 2019

Assets

Current assets:
Cash and cash equivalents
Accounts receivable–Antero Resources
Accounts receivable–third party
Other current assets
Total current assets
Property and equipment, net
Investments in unconsolidated affiliates
Deferred tax asset
Customer relationships
Goodwill
Other assets, net
Total assets

$

$

2,822
—
—
87
2,909
—
43,492
1,304
—
—
—
47,705

1,968
110,980
256
3,515
116,719
3,659,677
1,153,943
3,681
556,218
1,135,266
42,923
6,668,427

731
28
407
—
15,678
—
16,844

3,603
22,871
73,448
1,925
15,678
537
118,062

—
—
—
—
16,844

2,389,992
117,972
4,041
2,810
2,632,877

(41,969)

—

72,830

—

—

—

—

—

—
—
—
30,861
47,705

5,066
4,007,287
23,197
4,035,550
6,668,427

Liabilities and Equity

Current liabilities:
Accounts payable–Antero Resources
Accounts payable–third party
Accrued liabilities
Asset retirement obligations
Taxes payable
Other current liabilities
Total current liabilities
Long-term liabilities:
Long-term debt
Contingent acquisition consideration
Asset retirement obligations
Other
Total liabilities

$

Partners' Capital and Stockholders' Equity:
Common shareholders—186,219,438 shares issued and outstanding at December 31, 2018; none issued and
outstanding at March 31, 2019
IDR LLC Series B units (65,745 units vested at December 31, 2018; none issued and outstanding at March 31,
2019)
Preferred stock, $0.01 par value: none authorized or issued at December 31, 2018; 100,000,000 authorized at
March 31, 2019
Series A non-voting perpetual preferred stock; none designated, issued or outstanding at December 31, 2018;
12,000 designated and 10,000 issued and outstanding at March 31, 2019
Common stock, $0.01 par value; none authorized, issued or outstanding at December 31, 2018; 2,000,000,000
authorized and 506,640,947 issued and outstanding at March 31, 2019
Additional paid-in capital
Accumulated earnings
Total partners' capital and stockholders' equity
Total liabilities and partners' capital and stockholders' equity

$

See accompanying notes to the unaudited condensed consolidated financial statements.
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ANTERO MIDSTREAM CORPORATION
Condensed Consolidated Statements of Operations and Comprehensive Income
Three Months Ended March 31, 2018 and 2019
(Unaudited)
(In thousands, except per share amounts)
Three Months Ended March 31,
2018
2019

Revenue:
Gathering and compression–Antero Resources
Water handling and treatment–Antero Resources
Water handling and treatment–third party
Amortization of customer relationships
Total revenue
Operating expenses:
Direct operating
General and administrative (including $8,635 and $11,423 of equity-based compensation in 2018 and
2019, respectively)
Depreciation
Accretion and change in fair value of contingent acquisition consideration
Accretion of asset retirement obligations
Total operating expenses
Operating income (loss)
Interest expense, net
Equity in earnings of unconsolidated affiliates
Income before taxes
Provision for income tax benefit (expense)
Net income and comprehensive income
Net income attributable to vested Series B Units
Limited partners' and common stockholders' interest in net income
Net income per share–basic and diluted
Weighted average common shares outstanding:
Basic
Diluted

$

—
—
—
—
—

33,534
22,351
4
(1,781)
54,108

—

14,982

$

9,560
—
—
—
9,560
(9,560)
—
28,453
18,893
(6,088)
12,805
(413)
12,392

19,809
7,650
1,049
10
43,500
10,608
(6,217)
2,880
7,271
2,377
9,648
—
9,648

$

0.07

0.04

186,188
186,188

253,877
254,903

See accompanying notes to the unaudited condensed consolidated financial statements.
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ANTERO MIDSTREAM CORPORATION
Condensed Consolidated Statements of Partners’ Capital
Three Months Ended March 31, 2018
(Unaudited)
(In thousands)
Common
Shares
Representing
Limited Partner
Interests

Balance at December 31, 2017
Net income and comprehensive income
Equity-based compensation
Distributions to shareholders
Balance at March 31, 2018

$

$

Series B
Unitholders

(19,866)
12,392
7,777
(13,964)
(13,661)

See accompanying notes to the unaudited condensed consolidated financial statements.
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35,474
413
—
(783)
35,104

Total
Partners'
Capital

15,608
12,805
7,777
(14,747)
21,443
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ANTERO MIDSTREAM CORPORATION
Condensed Consolidated Statements of Partners’ Capital and Stockholders’ Equity
Three Months Ended March 31, 2019
(Unaudited)
(In thousands)
Common
Shares
Representing
Limited
Partner
Interests

Balance at December 31, 2018
Distributions to unitholders
Net (loss) and comprehensive (loss) pre-acquisition
Equity-based compensation pre-acquisition
Exchange of common shares for shares of common
stock and cash consideration paid
Issuance of Series A non-voting perpetual preferred
stock
Equity-based compensation
Net income and comprehensive income
Balance at March 31, 2019

$

$

Series B
Unitholders

Common
Stock

Additional
Paid-In
Capital

Preferred
Stock

Accumulated
Earnings

Total
Equity

(41,969)
(30,543)
(13,549)
7,034

72,830
(3,720)
—
—

—
—
—
—

—
—
—
—

—
—
—
—

—
—
—
—

30,861
(34,263)
(13,549)
7,034

79,027

(69,110)

5,066

4,002,898

—

—

4,017,881

—
—
—
—

—
—
—
—

—
—
—
5,066

—
4,389
—
4,007,287

—
—
—
—

—
—
23,197
23,197

—
4,389
23,197
4,035,550

See accompanying notes to unaudited condensed consolidated financial statements.
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ANTERO MIDSTREAM CORPORATION
Condensed Consolidated Statements of Cash Flows
Three Months Ended March 31, 2018 and 2019
(Unaudited)
(In thousands)
Three Months Ended March 31,
2018
2019

Cash flows provided by (used in) operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Distributions received from Antero Midstream Partners LP
Depreciation
Accretion and change in fair value of contingent acquisition consideration
Accretion of asset retirement obligations
Deferred income tax benefit
Equity-based compensation
Equity in earnings of unconsolidated affiliates
Distributions from unconsolidated affiliates
Amortization of customer relationships
Amortization of deferred financing costs
Changes in assets and liabilities:
Accounts receivable–Antero Resources
Accounts receivable–third party
Other current assets
Accounts payable–Antero Resources
Accounts payable–third party
Accrued liabilities
Income taxes payable
Net cash provided by operating activities
Cash flows provided by (used in) investing activities:
Additions to gathering systems and facilities
Additions to water handling and treatment systems
Investments in unconsolidated affiliates
Cash received on acquisition of Antero Midstream Partners LP
Cash consideration paid to Antero Midstream Partners LP unitholders
Change in other assets
Net cash used in investing activities
Cash flows provided by (used in) financing activities:
Distributions to shareholders
Distributions to Series B unitholders
Borrowings on bank credit facilities, net
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosure of cash flow information:
Cash paid during the period for interest
Increase in accrued capital expenditures and accounts payable for property and equipment

$

12,805

9,648

23,772
—
—
—
—
8,635
(28,453)
—
—
—

43,492
7,650
1,049
10
(2,377)
11,423
(2,880)
4,775
1,781
251

—
—
(155)
(15)
—
565
6,088

31,331
(18)
(2,361)
(444)
(1,454)
(32,289)
—

23,242

69,587

—
—
—
—
—
—
—

(7,677)
(8,328)
(65,729)
619,532
(598,709)
(267)
(61,178)

$

(13,964)
(783)
—
(14,747)
8,495
5,987
14,482

(30,543)
(3,720)
25,000
(9,263)
(854)
2,822
1,968

$
$

—
—

19,250
11,933

See accompanying notes to unaudited condensed consolidated financial statements.
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ANTERO MIDSTREAM CORPORATION
Notes to the Unaudited Condensed Consolidated Financial Statements
December 31, 2018 and March 31, 2019
(1) Organization
Antero Midstream Corporation was originally formed as Antero Resources Midstream Management LLC in 2013 to become the general partner
of Antero Midstream Partners LP (“Antero Midstream Partners”). On May 4, 2017, Antero Resources Midstream Management LLC converted from a
limited liability company to a limited partnership under the laws of the State of Delaware (the “Conversion”), and changed its name to Antero Midstream
GP LP (“AMGP”) in connection with its initial public offering. On March 12, 2019, pursuant to the previously announced Simplification Agreement,
dated as of October 9, 2018, by and among AMGP, Antero Midstream Partners and certain of their affiliates (the “Simplification Agreement”), (i)AMGP
was converted from a limited partnership to a corporation under the laws of the State of Delaware and changed its name to Antero Midstream Corporation,
(ii) an indirect, wholly owned subsidiary of Antero Midstream Corporation was merged with and into Antero Midstream Partners, with Antero Midstream
Partners surviving the merger as an indirect, wholly owned subsidiary of Antero Midstream Corporation (the “Merger”), and (iii) Antero Midstream
Corporation exchanged (the “Series B Exchange” and, together with the Conversion, the Merger and the other transactions pursuant to by the Simplification
Agreement, the “Transactions”) each issued and outstanding Series B Unit (the “Series B Units”) representing a membership interest in Antero IDR
Holdings LLC (“IDR Holdings”) for 176.0041 shares of its common stock, par value $0.01 per share (“AMC common stock”). As a result of the
Transactions, Antero Midstream Partners is now a wholly owned subsidiary of Antero Midstream Corporation and former shareholders of AMGP,
unitholders of Antero Midstream Partners, including Antero Resources Corporation (“Antero Resources”), and holders of Series B Units now own AMC
Common Stock. Unless the context otherwise requires, references to the “Company,” “we,” “us” or “our” refer to (i) for the period prior to March 13,
2019, AMGP and its consolidated subsidiaries, which did not include Antero Midstream Partners and its subsidiaries, and (ii) for the period beginning on
March 13, 2019, Antero Midstream Corporation and its consolidated subsidiaries, including Antero Midstream Partners and its subsidiaries Antero
Midstream LLC (“Midstream Operating”), Antero Water LLC (“Antero Water”), Antero Treatment LLC, and Antero Midstream Finance Corporation
(“Finance Corp”).
We are a growth-oriented midstream company formed to own, operate and develop midstream energy infrastructure primarily to service Antero
Resources and its increasing production and completion activity in the Appalachian Basin’s Marcellus Shale and Utica Shale located in West Virginia and
Ohio. Our assets consist of gathering pipelines, compressor stations, interests in processing and fractionation plants, and water handling and treatment
assets. The Company, through Antero Midstream Partners and its affiliates, provides midstream services to Antero Resources under long-term
contracts. The Company’s corporate headquarters are located in Denver, Colorado.
(2) Summary of Significant Accounting Policies
(a) Basis of Presentation
These unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the U.S. Securities and
Exchange Commission (the “SEC”) applicable to interim financial information and should be read in the context of the Company’s December 31, 2018
consolidated financial statements and notes thereto for a more complete understanding of the Company’s operations, financial position, and accounting
policies, which have been filed with the SEC.
These unaudited condensed consolidated financial statements of the Company have been prepared in accordance with accounting principles
generally accepted in the United States (“GAAP”) for interim financial information, and, accordingly, do not include all of the information and footnotes
required by GAAP for complete consolidated financial statements. In the opinion of the Company, these unaudited condensed consolidated financial
statements include all adjustments (consisting of normal and recurring accruals) considered necessary for a fair presentation of the Company’s financial
position as of December 31, 2018 and March 31, 2019, and the results the Company’s operations and its cash flows for the three months ended March 31,
2018 and 2019. The Company has no items of other comprehensive income; therefore, net income is equal to its comprehensive income.
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ANTERO MIDSTREAM CORPORATION
Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
December 31, 2018 and March 31, 2019
Certain costs of doing business incurred by Antero Resources on the Company’s behalf have been reflected in the accompanying unaudited
condensed consolidated financial statements. These costs include general and administrative expenses provided to the Company by Antero Resources in
exchange for:
·

business services, such as payroll, accounts payable and facilities management;

·

corporate services, such as finance and accounting, legal, human resources, investor relations and public and regulatory policy; and

·

employee compensation, including equity‑based compensation.

Transactions between the Company and Antero Resources have been identified in the unaudited condensed consolidated financial statements (see
Note 4—Transactions with Affiliates).
As of the date these unaudited condensed consolidated financial statements were filed with the SEC, the Company completed its evaluation of
potential subsequent events for disclosure and no items requiring disclosure were identified other than as disclosed in Note 12—Dividends.
(b) Principles of Consolidation
The accompanying unaudited condensed consolidated financial statements include (i) for the period prior to March 13, 2019, the accounts of
AMGP and its consolidated subsidiaries, which did not include Antero Midstream Partners and its subsidiaries, and (ii) for the period beginning on March
13, 2019, the accounts of Antero Midstream Corporation and its consolidated subsidiaries, including Antero Midstream Partners and its subsidiaries, which
were acquired in the Transactions. See Note 3—Business Combination.
(c) Revenue Recognition
The Company, through Antero Midstream Partners and its affiliates, provides gathering and compression and water handling and treatment
services under fee-based contracts primarily based on throughput or at cost plus a margin. Certain of these contracts contain operating leases of the
Company’s assets under GAAP. Under these arrangements, the Company receives fees for gathering gas products, compression services, and water
handling and treatment services. The revenue the Company earns from these arrangements is directly related to (1) in the case of natural gas gathering and
compression, the volumes of metered natural gas that it gathers, compresses, and delivers to natural gas compression sites or other transmission delivery
points, (2) in the case of fresh water services, the quantities of fresh water delivered to its customers for use in their well completion operations, (3) in the
case of wastewater treatment services performed by the Company, the quantities of wastewater treated for our customers, or (4) in the case of flowback and
produced water services provided by third parties, the third party costs the Company incurs plus 3%. The Company recognizes revenue when it satisfies a
performance obligation by delivering a service to a customer or the use of leased assets to a customer. See Note 5—Revenue for the Company’s required
disclosures under Accounting Standards Codification (“ASC”) Topic 606, Revenue from Contracts with Customers. The Company includes lease revenue
within revenues by service.
(d) Use of Estimates
The preparation of the unaudited condensed consolidated financial statements and notes in conformity with GAAP requires that management
formulate estimates and assumptions that affect revenues, expenses, assets, liabilities, and the disclosure of contingent liabilities. Items subject to estimates
and assumptions include the useful lives of property and equipment, the valuation of assets and liabilities acquired from Antero Midstream Partners, as well
as the valuation of accrued liabilities, among others. Although management believes these estimates are reasonable, actual results could differ from these
estimates.
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ANTERO MIDSTREAM CORPORATION
Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
December 31, 2018 and March 31, 2019
(e) Cash and Cash Equivalents
The Company considers all liquid investments purchased with an initial maturity of three months or less to be cash equivalents. The carrying
value of cash and cash equivalents approximates fair value due to the short-term nature of these instruments.
(f) Property and Equipment
Property and equipment primarily consists of gathering pipelines, compressor stations, fresh water delivery pipelines and facilities, and the
wastewater treatment facility and related landfill used for the disposal of salt therefrom, stated at historical cost less accumulated depreciation and
amortization. The Company capitalizes construction-related direct labor and material costs. Maintenance and repair costs are expensed as incurred.
Depreciation of property and equipment is computed using the straight-line method over the estimated useful lives and salvage values of
assets. The depreciation of fixed assets recorded under operating lease agreements is included in depreciation expense. Uncertainties that may impact these
estimates of useful lives include, among others, changes in laws and regulations relating to environmental matters, including air and water quality,
restoration and abandonment requirements, economic conditions, and supply and demand for the Company’s services in the areas in which it
operates. When assets are placed into service, management makes estimates with respect to useful lives and salvage values that management believes are
reasonable. However, subsequent events could cause a change in estimates, thereby impacting future depreciation amounts.
Amortization of landfill airspace consists of the amortization of landfill capital costs, including those that have been incurred and capitalized and
estimated future costs for landfill development and construction, as well as the amortization of asset retirement costs arising from landfill final capping,
closure, and post-closure obligations. Amortization expense is recorded on a units-of-consumption basis, applying cost as a rate per-cubic yard. The rate
per-cubic yard is calculated by dividing each component of the amortizable basis of the landfill by the number of cubic yards needed to fill the
corresponding asset’s airspace. Landfill capital costs and closure and post-closure asset retirement costs are generally incurred to support the operation of
the landfill over its entire operating life and are, therefore, amortized on a per-cubic yard basis using a landfill’s total airspace capacity. Estimates of
disposal capacity and future development costs are created using input from independent engineers and internal technical teams and are reviewed at least
annually. However, future events could cause a change in estimates, thereby impacting future amortization amounts.
The Company evaluates its long‑lived assets for impairment when events or changes in circumstances indicate that the related carrying values of
the assets may not be recoverable. Generally, the basis for making such assessments is undiscounted future cash flow projections for the assets being
assessed. If the carrying values of the assets are deemed not recoverable, the carrying values are reduced to the estimated fair values, which are based on
discounted future cash flows using assumptions as to revenues, costs, and discount rates typical of third party market participants, which is a Level 3 fair
value measurement.
(g) Asset Retirement Obligations
The Company’s asset retirement obligations include its obligation to close, maintain, and monitor landfill cells and support facilities. After the
entire landfill reaches capacity and is certified closed, the Company must continue to maintain and monitor the landfill for a post-closure period, which
generally extends for 30 years. The Company records the fair value of its landfill retirement obligations as a liability in the period in which the regulatory
obligation to retire a specific asset is triggered. For the Company’s individual landfill cells, the required closure and post-closure obligations under the
terms of its permits and its intended operation of the landfill cell are triggered and recorded when the cell is placed into service and salt is initially disposed
in the landfill cell. The fair value is based on the total estimated costs to close the landfill cell and perform post-closure activities once the landfill cell has
reached capacity and is no longer accepting salt. Retirement obligations are increased each year to reflect the passage of time by accreting the balance at
the weighted average credit-adjusted risk-free rate that is used to calculate the recorded liability, with accretion charged to direct costs. Actual cash
expenditures to perform closure and post-closure activities reduce the retirement obligation liabilities as incurred. After initial measurement, asset
retirement obligations are adjusted at the end of each period to reflect changes, if any, in the
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ANTERO MIDSTREAM CORPORATION
Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
December 31, 2018 and March 31, 2019
estimated future cash flows underlying the obligation. Landfill retirement assets are capitalized as the related retirement obligations are incurred, and are
amortized on a units-of-consumption basis as the disposal capacity is consumed.
Asset retirement obligations are recorded for fresh water impoundments and waste water pits when an abandonment date is identified. The
Company records the fair value of its freshwater impoundment and waste water pit retirement obligations as liabilities in the period in which the regulatory
obligation to retire a specific asset is triggered. The fair value is based on the total reclamation costs of the assets. Retirement obligations are increased
each year to reflect the passage of time by accreting the balance at the weighted average credit-adjusted risk-free rate that is used to calculate the recorded
liability, with accretion charged to direct costs. Actual cash expenditures to perform remediation activities reduce the retirement obligation liabilities as
incurred. After initial measurement, asset retirement obligations are adjusted at the end of each period to reflect changes, if any, in the estimated future cash
flows underlying the obligation. Fresh water impoundments and wastewater pit retirement assets are capitalized as the related retirement obligations are
incurred, and are amortized on a straight-line basis until reclamation.
The Company is under no legal obligations, neither contractually nor under the doctrine of promissory estoppel, to restore or dismantle its
gathering pipelines, compressor stations, water delivery pipelines and facilities and wastewater treatment facility upon abandonment. The Company’s
gathering pipelines, compressor stations, fresh water delivery pipelines and facilities and wastewater treatment facility have an indeterminate life, if
properly maintained. Accordingly, the Company is not able to make a reasonable estimate of when future dismantlement and removal dates of its pipelines,
compressor stations and facilities will occur.
(h) Income Taxes
Antero Midstream Corporation recognizes deferred tax assets and liabilities for temporary differences resulting from net operating loss
carryforwards for income tax purposes and the differences between the financial statement and tax basis of assets and liabilities. The effect of changes in
tax laws or tax rates is recognized in income during the period such changes are enacted. 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. Antero Midstream
Corporation regularly reviews its tax positions in each significant taxing jurisdiction during the process of evaluating its tax provision. Antero Midstream
Corporation makes adjustments to its tax provision when: (i) facts and circumstances regarding a tax position change, causing a change in management’s
judgment regarding that tax position; and/or (ii) a tax position is effectively settled with a tax authority at a differing amount.
(i) Fair Value Measures
The Financial Accounting Standards Board (the “FASB”) ASC Topic 820, Fair Value Measurements and Disclosures, clarifies the definition of
fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements. This guidance also relates to all
nonfinancial assets and liabilities that are not recognized or disclosed on a recurring basis (e.g., the initial recognition of asset retirement obligations and
impairments of long‑lived assets). The fair value is the price that the Company estimates would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. A fair value hierarchy is used to prioritize inputs to valuation techniques used
to estimate fair value. An asset or liability subject to the fair value requirements is categorized within the hierarchy 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 in its entirety
requires judgment and considers factors specific to the asset or liability. The highest priority (Level 1) is given to unadjusted quoted market prices in active
markets for identical assets or liabilities, and the lowest priority (Level 3) is given to unobservable inputs. Level 2 inputs are data, other than quoted prices
included within Level 1, that are observable for the asset or liability, either directly or indirectly.
The carrying values on the balance sheet of the Company’s cash and cash equivalents, accounts receivable—Antero Resources, accounts
receivable—third party, other current assets, accounts payable—Antero Resources, accounts payable, accrued liabilities, other current liabilities, other
liabilities and the Credit Facility (as defined in Note 7—Long-Term Debt) approximate fair values due to their short-term maturities. The assets and
liabilities of Antero Midstream Partners were recorded at fair value as of the acquisition date, March 12, 2019 (see Note 3—Business Combination).
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(j) Investments in Unconsolidated Affiliates
The Company uses the equity method to account for its investments in companies if the investment provides the Company with the ability to
exercise significant influence over, but not control of, the operating and financial policies of the investee. The Company’s consolidated net income
includes the Company’s proportionate share of the net income or loss of such companies. The Company’s judgment regarding the level of influence over
each equity method investee includes considering key factors such as the Company’s ownership interest, representation on the board of directors and
participation in policy-making decisions of the investee and material intercompany transactions. See Note 15—Investments in Unconsolidated Affiliates.
(k) Business Combinations
The Company recognizes and measures the assets acquired and liabilities assumed in a business combination based on their estimated fair values
at the acquisition date, with any remaining difference recorded as goodwill. For acquisitions, management engages an independent valuation specialist to
assist with the determination of fair value of the assets acquired, liabilities assumed, and goodwill, based on recognized business valuation methodologies.
If the initial accounting for the business combination is incomplete by the end of the reporting period in which the acquisition occurs, an estimate will be
recorded. Subsequent to the acquisition, and not later than one year from the acquisition date, the Company will record any material adjustments to the
initial estimate based on new information obtained that would have existed as of the acquisition date. An adjustment that arises from information obtained
that did not exist as of the date of the acquisition will be recorded in the period of the adjustment. Acquisition-related costs are expensed as incurred in
connection with each business combination. See Note 3—Business Combinations.
(l) Goodwill and Intangible Assets
Goodwill represents the excess of the purchase price over the estimated fair value of the net assets acquired in the acquisition of a business.
Goodwill is not amortized, but rather is tested for impairment annually and when events or changes in circumstances indicate that the fair value of a
reporting unit with goodwill has been reduced below carrying value. The impairment test requires allocating goodwill and other assets and liabilities to
reporting units. The fair value of each reporting unit is determined and compared to the carrying value of the reporting unit. The fair value is calculated
using the expected present value of future cash flows method. Significant assumptions used in the cash flow forecasts include future net operating margins,
future volumes, discount rates, and future capital requirements. If the fair value of the reporting unit is less than the carrying value, including goodwill, the
implied fair value of goodwill is calculated. The excess, if any, of the book value over the implied fair value of goodwill is charged to net income as an
impairment expense.
Amortization of intangibles with definite lives is calculated using the straight-line method which is reflective of the benefit pattern in which the
estimated economic benefit is expected to be received over the estimated useful life of the intangible asset. Intangibles subject to amortization are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount of the intangible may not be recoverable. If the sum of the
expected undiscounted future cash flows related to the asset is less than the carrying amount of the asset, an impairment loss is recognized based on the fair
value of the asset.
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(k) Adoption of New Accounting Principle
On February 25, 2016, the FASB issued Accounting Standard Update (“ASU”) No. 2016-02,Leases, which requires lessees to record lease
liabilities and right-of-use assets as of the date of adoption and was incorporated into GAAP as ASC Topic 842. The new lease standard does not
substantially change accounting by lessors. The Company adopted the new standard prospectively effective January 1, 2019. The Company is not a party
to material contracts as a lessee. The Company determined that Antero Midstream Partners’ contractual arrangement with Antero Resources to provide
gathering and compression services is an operating lease of certain of the Company’s assets, which are accounted for under the new ASU (see Note 5—
Revenue for information on this arrangement).
(3) Business Combination
On March 12, 2019, AMGP and Antero Midstream Partners completed the Transactions. The Transactions have been accounted for using the
acquisition method of accounting with Antero Midstream Corporation identified as the acquirer of Antero Midstream Partners.
The components of the fair value of consideration transferred are as follows (in thousands):
Fair value of shares of AMC common stock issued(1)
Cash
Total fair value of consideration transferred

$
$

4,017,881
598,709
4,616,590

(1) The fair value of each share of AMC common stock issued in connection with the Transactions was determined to be $12.54, the closing price of
AMGP common shares on March 12, 2019.
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The following table summarizes the preliminary purchase price allocation. Due to the proximity of the Transactions to March 31, 2019, the
Company is still completing its analysis of the final purchase price allocation. The estimated fair value of assets acquired and liabilities assumed at March
12, 2019, are as follows (in thousands):
Cash and cash equivalents
Accounts receivable–Antero Resources
Accounts receivable–third party
Other current assets
Property and equipment, net
Investments in unconsolidated affiliates
Customer relationships
Other assets, net
Total assets acquired

$

Accounts payable–Antero Resources
Accounts payable–third party
Accrued liabilities
Other current liabilities
Long-term debt
Contingent acquisition consideration
Asset retirement obligations
Other liabilities
Total liabilities assumed
Net assets acquired, excluding goodwill
Goodwill
Net assets acquired

$

619,532
142,312
117
1,150
3,639,148
1,090,109
558,000
42,887
6,093,255
3,316
30,674
87,021
537
2,364,935
116,924
5,715
2,809
2,611,931
3,481,324
1,135,266
4,616,590

The Company’s financial statements include $6 million of acquisition-related costs associated with the Transactions. These costs were expensed
as general and administrative costs.
(4) Transactions with Affiliates
(a) Revenues
Substantially all revenues earned in the three months ended March 31, 2019 were earned from Antero Resources, under various agreements for
gathering and compression and water handling and treatment services. Revenues earned from gathering and processing services consists of lease income.
(b) Accounts receivable—Antero Resources and Accounts payable—Antero Resources
“Accounts receivable—Antero Resources” represents amounts due from Antero Resources, primarily related to gathering and compression
services and water handling and treatment services. “Accounts payable—Antero Resources” represents amounts due to Antero Resources for general and
administrative and other costs.
(c) Costs charged by Antero Resources
The employees supporting the Company’s operations are employees of Antero Resources. Direct operating expense includes costs charged to the
Company of $0.4 million during the three months ended March 31, 2019 related to labor charges for Antero Resources employees associated with the
operation of the Company’s gathering lines, compressor stations, and water handling and treatment assets. There were no such charges during the three
months ended March 31, 2018. General and administrative expense includes costs charged to the Company by Antero Resources of $0.1 million and $1.6
million during the three months ended

15

Table of Contents

ANTERO MIDSTREAM CORPORATION
Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
December 31, 2018 and March 31, 2019
March 31, 2018 and 2019, respectively. These costs relate to: (i) various business services, including payroll processing, accounts payable processing and
facilities management, (ii) various corporate services, including legal, accounting, treasury, information technology and human resources and (iii)
compensation, including equity-based compensation. These expenses are charged to the Company based on the nature of the expenses and are apportioned
based on a combination of the Company’s proportionate share of gross property and equipment, capital expenditures and labor costs, as applicable. The
Company reimburses Antero Resources directly for all general and administrative costs charged to it, with the exception of noncash equity compensation
attributed to the Company for awards issued under the Antero Resources long-term incentive plan and the Antero Midstream Corporation Long Term
Incentive Plan (the “AMC LTIP”). See Note 10—Equity-Based Compensation.
(5) Revenue
(a) Revenue from Contracts with Customers
All of the Company’s revenues are derived from service contracts with customers and are recognized when the Company satisfies a performance
obligation by delivering a service to a customer. The Company derives substantially all of its revenues from Antero Resources. The following sets forth
the nature, timing of satisfaction of performance obligations, and significant payment terms of the Company’s contracts with Antero Resources.
Gathering and Compression Agreement
Pursuant to the Company’s 20-year gathering and compression agreement with Antero Resources, which was originally entered into on November
10, 2014, Antero Resources has dedicated all of its current and future acreage in West Virginia, Ohio and Pennsylvania to the Company for gathering and
compression services except for acreage subject to third-party commitments or pre-existing dedications. Upon completion of the initial 20‑year term, the
gathering and compression agreement will continue in effect from year to year until such time as the agreement is terminated, effective upon an anniversary
of the effective date of the agreement, by either the Company or Antero Resources on or before the 180th day prior to the anniversary of such effective date.
The Company also has an option to gather and compress natural gas produced by Antero Resources on any acreage it acquires in the future outside
of West Virginia, Ohio and Pennsylvania on the same terms and conditions. Under the gathering and compression agreement, the Company receives a low
pressure gathering fee, a high pressure gathering fee and a compression fee, in each case subject to CPI-based adjustments. In addition, the agreement
stipulates that the Company receives a reimbursement for the actual cost of electricity used at its compressor stations.
The Company determined that the gathering and compression agreement is an operating lease. The gathering system is an identifiable asset
within the gathering and compression agreement. The gathering system consists of underground low pressure pipelines that generally connect and deliver
gas from specific well pads to compressor stations to compress the gas before delivery to underground high pressure pipelines that transport the gas to a 3rd
party pipeline or plant. The gathering system is considered a single lease due to the interrelated network of the assets. The Company accounts for its lease
and non-lease components as a single lease component as the lease component is the predominant component. The non-lease components consist of
operating, oversight and maintenance of the gathering system, which are performed on time-elapsed measures. All lease payments, under the future
Minimum Volume Commitments discussed below, are considered to be in-substance fixed lease payments under the gathering and compression agreement.
The Company recognizes revenue when low pressure volumes are delivered to a compressor station, compression volumes are delivered to a high
pressure line and high pressure volumes are delivered to a processing plant or transmission pipeline. The Company invoices the customer the month after
each service is performed, and payment is due in the same month.
Water Services Agreement
Antero Midstream Partners is party to a Water Services Agreement with Antero Resources whereby Antero Midstream Partners agreed to provide
certain water handling and treatment services to Antero Resources within an area of dedication in defined service areas in Ohio and West Virginia. Antero
Resources agreed to pay Antero Midstream Partners for all water handling and
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treatment services provided by Antero Midstream Partners in accordance with the terms of the water services agreement. The initial term of the water
services agreement is 20 years from September 23, 2015 and from year to year thereafter until terminated by either party. Under the agreement, the
Company receives a fixed fee per barrel in West Virginia, Ohio and all other locations for fresh water deliveries by pipeline directly to the well
site. Additionally, the Company receives a fixed fee per barrel for fresh water delivered by truck to high-rate transfer facilities. All of these fees have been
subject to annual CPI adjustments since the inception of the agreement in 2015. Antero Resources also agreed to pay the Company a fixed fee per barrel for
wastewater treatment at the advanced wastewater treatment complex, in each case subject to annual CPI-based adjustments and additional fees based on
certain costs.
Under the water services agreement, the Company may also contract with third parties to provide water services to Antero Resources. Antero
Resources reimburses the Company for third party out-of-pocket costs plus a 3% markup.
The Company satisfies its performance obligations and recognizes revenue when the fresh water volumes have been delivered to the hydration unit
of a specified well pad and the wastewater volumes have been delivered to the Company’s wastewater treatment facility. The Company invoices the
customer the month after water services are performed, and payment is due in the same month. For services contracted through third party providers, the
Company’s performance obligation is satisfied when the service to be performed by the third party provider has been completed. The Company invoices
the customer after the third party provider billing is received, and payment is due in the same month.
Minimum Volume Commitments
Both the gathering and compression and water services agreements include certain minimum volume commitment provisions. If and to the extent
Antero Resources requests that the Company construct new high pressure lines and compressor stations, the gathering and compression agreement contains
minimum volume commitments that require Antero Resources to utilize or pay for 75% and 70%, respectively, of the capacity of such new construction for
10 years. Antero Resources also committed to pay a fee on a minimum volume of fresh water deliveries in calendar years 2016 through 2019. Antero
Resources is obligated to pay a minimum volume fee to the Company in the event the aggregate volume of fresh water delivered to Antero Resources under
the water services agreement is less than 120,000 barrels per day in 2019. The Company recognizes water handling and treatment revenue related to these
minimum volume commitments at the time it is determined that the volumes will not be consumed by Antero Resources, and the amount of the shortfall is
known. The Company recognizes lease income from its minimum volume commitments under its gathering and compression agreement on a straight-line
basis.
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Minimum revenue amounts under the minimum volume commitments are as follows:
Remainder of
2019

2020

2021

$

141,040

210,363

209,788

209,788

209,788

210,363

535,756

1,726,886

$

116,966
258,006

—
210,363

—
209,788

—
209,788

—
209,788

—
210,363

—
535,756

116,966
1,843,852

(in thousands)

Minimum revenue under the Gathering
and Compression Agreement (1)
Minimum revenue under the Water
Services Agreement
Total

Year Ended December 31,
2022
2023

2024

Thereafter

Total

(1) Minimum volume commitments under the Gathering and Compression Agreement are recognized on a straight-line basis and additional operating
lease income is earned when excess volumes are delivered under the contract. The Company is not party to any leases that have not commenced.
(b) Disaggregation of Revenue
In the following table, revenue is disaggregated by type of service and type of fee. The table also identifies the reportable segment to which the
disaggregated revenues relate. For more information on reportable segments, see Note 16—Reporting Segments.
Three Months
Ended
March 31, 2019

(in thousands)

Revenue from contracts with customers
Type of service
Gathering—low pressure
Gathering—high pressure
Compression
Fresh water delivery
Wastewater treatment
Other fluid handling
Amortization of customer relationships
Amortization of customer relationships
Total
Type of contract
Per Unit Fixed Fee
Per Unit Fixed Fee
Cost plus 3%
Amortization of customer relationships
Amortization of customer relationships
Total

$

$

$

$

Segment to which
revenues relate

15,826
9,284
8,424
10,776
2,430
9,149
(501)
(1,280)
54,108

Gathering and Processing(1)
Gathering and Processing(1)
Gathering and Processing(1)
Water Handling and Treatment
Water Handling and Treatment
Water Handling and Treatment
Gathering and Processing
Water Handling and Treatment

33,534
13,206
9,149
(501)
(1,280)
54,108

Gathering and Processing(1)
Water Handling and Treatment
Water Handling and Treatment
Gathering and Processing
Water Handling and Treatment

(1) Revenue related to the gathering and processing segment is classified as lease income related to the gathering system.
(c) Transaction Price Allocated to Remaining Performance Obligations
The majority of the Company’s service contracts have a term greater than one year. As such, the Company is not required to disclose the
transaction price allocated to remaining performance obligations if the variable consideration is allocated entirely to a wholly unsatisfied performance
obligation. Under the Company’s service contracts, each unit of product delivered to the customer
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represents a separate performance obligation; therefore, future volumes are wholly unsatisfied and disclosure of the transaction price allocated to remaining
performance obligations is not required.
The remainder of our service contracts, which relate to contracts with third parties, are short-term in nature with a contract term of one year or
less. Accordingly, the Company is exempt from disclosure of the transaction price allocated to remaining performance obligations if the performance
obligation is part of a contract that has an original expected duration of one year or less.
(d) Contract Balances
Under the Company’s service contracts, the Company invoices customers after its performance obligations have been satisfied, at which point
payment is unconditional. Accordingly, the Company’s service contracts do not give rise to contract assets or liabilities. At March 31, 2019, the
Company’s receivables with customers were $111 million. There were no receivables from customers as of December 31, 2018.
(6) Property and Equipment
The Company’s investment in property and equipment for the periods presented is as follows:
Estimated
useful lives

(in thousands)

Land
Gathering systems and facilities
Fresh water permanent buried pipelines and equipment
Wastewater treatment facility
Fresh water surface pipelines and equipment
Landfill
Heavy trucks and equipment
Above ground storage tanks
Construction-in-progress
Total property and equipment
Less accumulated depreciation
Property and equipment, net

n/a
40—50 years(1)
10—20 years
30 years
1—5 years
n/a(2)
3—5 years
5—10 years
n/a

March 31,
2019

$

$

(1) Gathering systems and facilities are recognized as a single-leased asset with no residual value.
(2) Amortization of landfill costs is recorded over the life of the landfill on a units-of-consumption basis.
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(7) Long-Term Debt
On May 9, 2018, AMGP entered into a credit facility (the “AMGP Credit Facility”) with a bank, which provided for a line of credit of up to $12
million. The maturity date of the AMGP Credit Facility was May 6, 2019.
At December 31, 2018, AMGP had no borrowings under the AMGP Credit Facility. In connection with the Transactions, the AMGP Credit
Facility was terminated on March 12, 2019.
AMGP had no long-term debt at December 31, 2018. Antero Midstream Corporation’s long-term debt was as follows at March 31, 2019:
March 31,
2019

(in thousands)

Credit Facility (a)
5.375% senior notes due 2024 (b)
5.75% senior notes due 2027 (c)
Net unamortized debt issuance costs
Total long-term debt

$

$

1,100,000
652,600
653,250
(15,858)
2,389,992

(a) Antero Midstream Partners Revolving Credit Facility
Antero Midstream Partners, an indirect, wholly owned subsidiary of the Company, as borrower (the “Borrower”), has a senior secured revolving
credit facility (the “Credit Facility”) with a consortium of banks. Lender commitments under the Credit Facility are $2.0 billion. At March 31, 2019, the
Borrower had borrowings under the Credit Facility of $1.1 billion with a weighted average interest rate of 3.79%. No letters of credit were outstanding at
March 31, 2019 under the Credit Facility. The maturity date of the facility is October 26, 2022. The Credit Facility includes fall away covenants and lower
interest rates that are triggered if and when the Borrower is assigned an Investment Grade Rating (as defined below).
Under the Credit Facility, “Investment Grade Period” is a period that, as long as no event of default has occurred and the Borrower is in pro forma
compliance with the financial covenants under the Credit Facility, commences when the Company elects to give notice to the Administrative Agent that the
Borrower has received at least one of either (i) a BBB- or better rating from Standard and Poor’s or (ii) a Baa3 or better from Moody’s (provided that the
non-investment grade rating from the other rating agency is at least either Ba1 if Moody’s or BB+ if Standard & Poor’s (an “Investment Grade
Rating”)). An Investment Grade Period can end at the Borrower’s election.
During a period that is not an Investment Grade Period, the Credit Facility is ratably secured by mortgages on substantially all of the Borrower’s
properties, including the properties of its subsidiaries, and guarantees from its subsidiaries. During an Investment Grade Period, the liens securing the
obligations thereunder shall be automatically released (subject to the provisions of the Credit Facility).
The Credit Facility contains certain covenants including restrictions on indebtedness, and requirements with respect to leverage and interest
coverage ratios; provided, however, that during an Investment Grade Period, such covenants become less restrictive on the Borrower. The Credit Facility
permits distributions to the holders of the Borrower’s equity interests in accordance with the cash distribution policy previously adopted by the board of
directors of the general partner of the Borrower, provided that no event of default exists or would be caused thereby, and only to the extent permitted by our
organizational documents. The Borrower was in compliance with all of the financial covenants under the Credit Facility as of March 31, 2019.
Principal amounts borrowed are payable on the maturity date with such borrowings bearing interest that is payable quarterly or, in the case of
Eurodollar Rate Loans, at the end of the applicable interest period if shorter than six months. Interest is payable at a variable rate based on LIBOR or the
base rate, determined by election at the time of borrowing. Interest at the time of borrowing is determined with reference to (i) during any period that is not
an Investment Grade Period, the Company’s then-current leverage ratio and (ii) during an Investment Grade Period, with reference to the rating given to the
Company by Moody’s or Standard and Poor’s.
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During an Investment Grade Period, the applicable margin rates are reduced by 25 basis points. Commitment fees on the unused portion of the Credit
Facility are due quarterly at rates ranging from 0.25% to 0.375% based on the leverage ratio, during a period that is not an Investment Grade Period, and
0.175% to 0.375% based on the Company’s rating during an Investment Grade Period.
(b) 5.375% Senior Notes Due 2024
On September 13, 2016, Antero Midstream Partners and its wholly owned subsidiary, Finance Corp together with Antero Midstream Partners, (the
“Issuers”), issued $650 million in aggregate principal amount of 5.375% senior notes due September 15, 2024 (the “2024 Notes”) at par. The 2024 Notes
are unsecured and effectively subordinated to the Credit Facility to the extent of the value of the collateral securing the Credit Facility. The 2024 Notes are
fully and unconditionally guaranteed on a joint and several senior unsecured basis by Antero Midstream Corporation, Antero Midstream Partners’ wholly
owned subsidiaries (other than Finance Corp) and certain of its future restricted subsidiaries. Interest on the 2024 Notes is payable on March 15 and
September 15 of each year. Antero Midstream Partners may redeem all or part of the 2024 Notes at any time on or after September 15, 2019 at redemption
prices ranging from 104.031% on or after September 15, 2019 to 100.00% on or after September 15, 2022. In addition, prior to September 15, 2019,
Antero Midstream Partners may redeem up to 35% of the aggregate principal amount of the 2024 Notes with an amount of cash not greater than the net cash
proceeds of certain equity offerings, if certain conditions are met, at a redemption price of 105.375% of the principal amount of the 2024 Notes, plus
accrued and unpaid interest. At any time prior to September 15, 2019, Antero Midstream Partners may also redeem the 2024 Notes, in whole or in part, at a
price equal to 100% of the principal amount of the 2024 Notes plus a “make-whole” premium and accrued and unpaid interest. If Antero Midstream
Partners undergoes a change of control, the holders of the 2024 Notes will have the right to require Antero Midstream Partners to repurchase all or a portion
of the 2024 Notes at a price equal to 101% of the principal amount of the 2024 Notes, plus accrued and unpaid interest.
On April 15, 2019, the Issuers, Antero Midstream Corporation, and the other guarantors party thereto executed and delivered the Second
Supplemental Indenture to the indenture related to the 2024 Notes (the “2024 Second Supplemental Indenture”), which provides, among other things, that
Antero Midstream Corporation fully and unconditionally guarantees the 2024 Notes.
(c)

5.75% Senior Notes Due 2027

On February 25, 2019, the Issuers issued $650 million in aggregate principal amount of 5.75% senior notes due March 1, 2027 (the “2027 Notes”)
at par. The 2027 Notes are unsecured and effectively subordinated to the Credit Facility to the extent of the value of the collateral securing the Credit
Facility. The 2027 Notes are fully and unconditionally guaranteed on a joint and several senior unsecured basis by Antero Midstream Corporation, Antero
Midstream Partners’ wholly owned subsidiaries (other than Finance Corp) and certain of its future restricted subsidiaries. Interest on the 2027 Notes is
payable on March 1 and September 1 of each year. Antero Midstream Partners may redeem all or part of the 2027 Notes at any time on or after March
1, 2022 at redemption prices ranging from 102.875% on or after March 1, 2022 to 100.00% on or after March 1, 2025. In addition, prior to March 1, 2022,
Antero Midstream Partners may redeem up to 35% of the aggregate principal amount of the 2027 Notes with an amount of cash not greater than the net cash
proceeds of certain equity offerings, if certain conditions are met, at a redemption price of 105.75% of the principal amount of the 2027 Notes, plus accrued
and unpaid interest. At any time prior to March 1, 2022, Antero Midstream Partners may also redeem the 2027 Notes, in whole or in part, at a price equal
to 100% of the principal amount of the 2027 Notes plus a “make-whole” premium and accrued and unpaid interest. If Antero Midstream Partners
undergoes a change of control, the holders of the 2027 Notes will have the right to require Antero Midstream Partners to repurchase all or a portion of the
2027 Notes at a price equal to 101% of the principal amount of the 2027 Notes, plus accrued and unpaid interest.
On April 15, 2019, the Issuers, Antero Midstream Corporation, and the other guarantors party thereto executed and delivered the First
Supplemental Indenture to the indenture related to the 2027 Notes (the “2027 First Supplemental Indenture”), which provides that Antero Midstream
Corporation fully and unconditionally guarantees the 2027 Notes.
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(8) Accrued Liabilities
Accrued liabilities as of December 31, 2018 and March 31, 2019 consisted of the following items:
December 31,
2018

(in thousands)

Capital expenditures
Operating expenses
Interest expense
Other
Total accrued liabilities

$

$

March 31,
2019

—
—
—
407
407

37,657
25,045
6,961
3,785
73,448

(9) Asset Retirement Obligations
The following is a reconciliation of our asset retirement obligations for the period shown below (in thousands):
Asset retirement obligations—December 31, 2018
Antero Midstream Partners asset retirement obligation assumed—March 12, 2019
Obligations incurred
Accretion expense
Asset retirement obligations—March 31, 2019

$

$

—
5,715
241
10
5,966

(10) Equity-Based Compensation
The Company’s general and administrative expenses include equity-based compensation costs related to the Antero Midstream GP LP Long-Term
Incentive Plan (“AMGP LTIP”) and the Series B Units prior to the Transaction. Equity-based compensation after the Transactions include (i) costs
allocated to Antero Midstream Partners by Antero Resources for grants made prior to the Transactions pursuant to Antero Resources’ long-term incentive
plan, (ii) costs due to Antero Midstream Corporation LTIP (the “AMC LTIP”) and (iii) the Exchanged B Units (as defined below). Antero Midstream
Partners’ portion of the equity-based compensation expense is included in general and administrative expenses, and recorded as a credit to the applicable
classes of equity. Equity‑based compensation expense allocated to Antero Midstream Partners was $0.5 million for the period from March 13, 2019 to
March 31, 2019. Antero Resources has unamortized expense totaling approximately $49 million as of March 31, 2019 related to its various equity-based
compensation plans, which includes the AMC LTIP. A portion of this will be allocated to the Antero Midstream Partners as it is amortized over the
remaining service period of the related awards. Antero Midstream Partners does not reimburse Antero Resources for noncash equity compensation
allocated to it for awards issued under the Antero Resources long-term incentive plan.
Exchanged B Units
As of December 31, 2018, IDR Holdings had 98,600 Series B Units authorized and outstanding that entitled the holders to receive up to 6% of the
amount of the distributions that Antero Midstream Partners made on its incentive distribution rights (“IDRs”) in excess of $7.5 million per quarter, subject
to certain vesting conditions. On December 31, 2018, 65,745 Series B Units were vested. The holders of vested Series B Units had the right to convert the
units to common shares with a value equal to their pro rata share of up to 6% of any increase in AMGP’s equity value in excess of $2.0 billion.
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Upon Closing of the Transactions, each Series B Unit, vested and unvested, was exchanged for 176.0041 shares of our common stock (the “Series
B Exchange”), which is a total of 17,353,999 shares of AMC common stock (the “Exchanged B Units”). Unvested Series B Units of 32,855 were
exchanged for 5,782,601 shares of AMC common stock.
The Company accounted for the Series B Exchange as a share-based payment modification under ASC 718, Stock Compensation. On March 12,
2019, which is the modification date, the Company determined the estimated fair value of the Series B Unit awards using a Monte Carlo simulation using
various assumptions including a floor equity value of $2.0 billion, expected volatility of 40% based on historical volatility of a peer group of publicly traded
partnerships, a risk free rate of 2.51%, and expected IDR distributions based on internal estimates discounted based on a weighted average cost of capital
assumption of 7.25%. Based on these assumptions, the estimated value of each Series B Unit was $1,257 when exchanged for shares of AMC common
stock. The fair value measurement is based on significant inputs not observable in the market and thus represents a Level 3 measurement within the fair
value hierarchy. The unvested Exchanged B Units retain the same vesting conditions as the Series B Units and are expected to vest on December 31, 2019.
The Company recognized $10.6 million of equity-based compensation expense related to these awards for the three months ended March 31,
2019. Unamortized expenses related to these awards was $55 million as of March, 31, 2019, which is expected to be recognized during the remainder of
2019.
AMGP LTIP
On April 17, 2017, Antero Midstream GP LP adopted the AMGP LTIP pursuant to which certain non-employee directors of Antero Midstream
GP LP’s general partner and certain officers, employees and consultants of Antero Resources were eligible to receive awards representing equity interests
in Antero Midstream GP LP. Antero Midstream GP LP recognized related expense of $0.2 million related to these awards for each of the three months
ended March 31, 2018 and 2019, respectively. In connection with the Transactions, the AMGP LTIP was terminated on March 12, 2019. No awards were
issued and outstanding as of March 12, 2019.
AMC LTIP
Effective March, 12, 2019, the Board of Antero Midstream Corporation adopted the AMC LTIP under which awards may be granted to
employees, directors and other service providers of the Company and its affiliates. The AMC LTIP provides for the grant of stock options, stock
appreciation rights, restricted stock, restricted stock units, dividend equivalents, other stock-based awards, cash awards and substitute awards.
As part of the Transactions, each of the unvested outstanding phantom units in the AMP LTIP was assumed by Antero Midstream Corporation and
converted into 1.8926 restricted stock units under the AMC LTIP representing a right to receive shares of AMC common stock for each converted phantom
unit.
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A summary of the restricted stock unit awards activity during the three months ended March 31, 2019 is as follows:
Weighted
Average
grant date
fair value

Number of
units

Total AMC LTIP units awarded and unvested—December 31, 2018
Granted
Total AMC LTIP units awarded and unvested—March 31, 2019
(1)

—
1,068,900
1,068,900

$
$
$

Aggregate
intrinsic value
(in thousands)

—
14.58
14.58

$
$

—
13,476
14,729

Effective as of March 12, 2019, all unvested outstanding phantom units in the AMP LTIP were assumed by the Company and converted into restricted
stock units under the AMC LTIP at a conversion rate of 1.8926.

Intrinsic values are based on the closing price of the Company’s common shares on the referenced dates. AMC LTIP unamortized expense of $11
million at March 31, 2019, is expected to be recognized over a weighted average period of approximately 2.3 years and the Company’s proportionate share
will be allocated to it as it is recognized.
(11) Cash Distributions—AMGP
The following table details the amount of quarterly distributions AMGP paid with respect to the quarter indicated (in thousands, except per share
data):
Quarter
and Year

Q4 2017
Q1 2018
Q2 2018
Q3 2018

Q4 2018

Common
shareholders
distributions

Record Date

Distribution Date

February 1, 2018
May 3, 2018
August 2, 2018
November 2, 2018
Total 2018

February 20, 2018
May 23, 2018
August 22, 2018
November 21, 2018

February 1, 2019
Total 2019

February 21, 2019

$

Distributions
per share

$
$
$
$

0.075
0.108
0.125
0.144

$

13,964
20,109
23,276
26,817
84,166

$
$

30,543
30,543

$

0.164

(12) Dividends
The board of directors declared a cash dividend on the shares of AMC common stock of $0.3025 per share for the quarter ended March 31,
2019. The dividend will be payable on May 8, 2019 to stockholders of record as of April 26, 2019. The board of directors also declared a cash dividend on
the shares of Series A Preferred Stock of Antero Midstream Corporation. The aggregate amount of dividends to be paid on the Series A Preferred Stock is
$98 thousand, which will be paid on May 15, 2019 in accordance with the terms of the Series A Preferred Stock, which are discussed in Note 13—Equity
and Earnings Per Common Share. As of March 31, 2019, $29 thousand of the Series A Preferred Stock dividend was accrued.
(13) Equity and Earnings Per Common Share
(a) Preferred Stock
The Company authorized 100,000,000 shares of preferred stock in connection with the closing of the Transactions (see Note 3—Business
Combination) on March 12, 2019, and issued 10,000 shares of preferred stock designated as "5.5% Series A Non-Voting Perpetual Preferred Stock" (the
"Series A Preferred Stock"), to The Antero Foundation on that date. Dividends on the Series A Preferred Stock are cumulative from the date of original
issue and payable in cash on the 45th day following the end of each fiscal quarter, or such other dates as the Board will approve, at a rate of 5.5% per annum
on (i) the liquidation preference per share of
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Series A Preferred Stock (as described below) and (ii) the amount of accrued and unpaid dividends for any prior dividend period on such share of Series A
Preferred Stock, if any. At any time following the date of issue, in the event of a change of control, or at any time on or after March 12, 2029, the Company
may redeem the Series A Preferred Stock at a price equal to $1,000 per share, plus any accrued and unpaid dividends, payable in cash; provided that if any
shares of the Series A Preferred Stock are held by The Antero Foundation at the time of such redemption, the price for redemption of each share of Series A
Preferred Stock will be the greater of (i) $1,000 per share, plus any accrued but unpaid dividends, and (ii) the fair market value of the Series A Preferred
Stock. On or after March 12, 2029, the holder of each share of Series A Preferred Stock (other than The Antero Foundation) may convert such shares, at
any time and from time to time, at the option of the holder into a number of shares of AMC common stock equal to the conversion ratio in effect on the
applicable conversion date, subject to certain limitations. The Series A Preferred Stock ranks senior to the AMC common stock as to dividend rights, as
well as with respect to rights upon liquidation, winding-up or dissolution of the Company. Holders of the Series A Preferred Stock do not have any voting
rights in the Company, except as required by law, or any preemptive rights.
(b) Weighted Average Shares Outstanding
The following is a reconciliation of the Company’s basic weighted average shares outstanding to diluted weighted average shares outstanding
during the periods presented:
Three Months Ended March 31,
2018
2019

(in thousands)

Basic weighted average number of shares outstanding
Add: Dilutive effect of restricted stock units
Add: Dilutive effect of Series A preferred stock
Diluted weighted average number of shares outstanding

186,188
—
—
186,188

253,877
300
726
254,903

(c) Earnings Per Common Share
Earnings per common share—basic for (i) the three months ended March 31, 2018 is computed by dividing net income (loss) attributable to
AMGP by the basic weighted average number of common shares representing limited partner interest in AMGP outstanding during the period and (ii) the
three months ended March 31, 2019 is computed by dividing net income (loss) attributable to Antero Midstream Corporation by the basic weighted average
number of shares of AMC common stock outstanding during the period. Earnings per common share—assuming dilution for each period is computed after
giving consideration to the potential dilution from outstanding equity awards, calculated using the treasury stock method. During periods in which the
Company incurs a net loss, diluted weighted average shares outstanding are equal to basic weighted average shares outstanding because the effect of all
equity awards is anti-dilutive.
Three Months Ended March 31,
2018
2019

(in thousands, except per share amounts)

Net income
Less net income attributable to Series B Units
Less preferred stock dividends
Net income available to common shareholders

$
$

Net income per share–basic and diluted
Weighted average common shares outstanding–basic
Weighted average common shares outstanding–diluted

$

25

12,805
(413)
—
12,392

9,648
—
(29)
9,619

0.07
186,188
186,188

0.04
253,877
254,903
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(14) Fair Value Measurement
In connection with Antero Resources’ contribution of Antero Water and certain wastewater treatment assets to Antero Midstream Partners in
September 2015 (the “Water Acquisition”), Antero Midstream Partners agreed to pay Antero Resources (a) $125 million in cash if the Antero Midstream
Partners delivers 176,295,000 barrels or more of fresh water during the period between January 1, 2017 and December 31, 2019 and (b) an additional $125
million in cash if Antero Midstream Partners delivers 219,200,000 barrels or more of fresh water during the period between January 1, 2018 and
December 31, 2020. This contingent consideration liability is valued based on Level 3 inputs related to expected average volumes and weighted average
cost of capital.
The following table provides a reconciliation of changes in Level 3 financial liabilities measured at fair value on a recurring basis for the period
shown below (in thousands):
Contingent acquisition consideration—December 31, 2018
Contingent acquisition consideration assumed from Antero Midstream Partners
Accretion and change in fair value of contingent acquisition consideration
Contingent acquisition consideration—March 31, 2019

$
$

—
116,923
1,049
117,972

The Company accounts for contingent consideration in accordance with applicable accounting guidance pertaining to business combinations.
Antero Midstream Partners is contractually obligated to pay Antero Resources contingent consideration in connection with the Water Acquisition, and
therefore recorded this contingent consideration liability at the time of the Water Acquisition. The Company updates its assumptions each reporting period
based on new developments and adjusts such amounts to fair value based on revised assumptions, if applicable, until such consideration is satisfied through
payment upon achievement of the specified objectives or it is eliminated upon failure to achieve the specified objectives.
As of March 31, 2019, Antero Midstream Partners expects to pay the entire amount of the contingent consideration for the 176,295,000 barrels or
more of fresh water delivered during the period between January 1, 2017 and December 31, 2019, but not for the 219,200,000 barrels or more of fresh water
during the period between January 1, 2018 and December 31, 2020 as a result of changes to Antero Resources’ current 2019 budget and long-term
outlook. The fair value measurement is based on significant inputs not observable in the market and thus represents a Level 3 measurement within the fair
value hierarchy. The fair value of the contingent consideration liability associated with future milestone payments was based on the risk adjusted present
value of the contingent consideration payout.
The carrying values of accounts receivable and accounts payable at December 31, 2018 and March 31, 2019 approximated fair value because of
their short-term nature. The carrying value of the amounts under the Credit Facility at December 31, 2018 and March 31, 2019 approximated fair value
because the variable interest rates are reflective of current market conditions.
As of March 31, 2019, the fair value of the Company’s 2024 Notes and 2027 Notes was approximately $655 million and $660 million,
respectively, based on Level 2 market data inputs.
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(15) Investments in Unconsolidated Affiliates
Investment in Antero Midstream Partners
Prior to the closing of the Transactions, AMGP did not consolidate Antero Midstream Partners, and AMGP’s share of Antero Midstream Partners’
earnings as a result of AMGP’s ownership of the IDRs was accounted for using the equity method of accounting. AMGP recognized distributions earned
from Antero Midstream Partners as “Equity in earnings of unconsolidated affiliates” on its statement of operations in the period in which they were earned
and were allocated to AMGP’s capital account. AMGP’s long-term interest in the IDRs on the balance sheet is recorded in “Investment in unconsolidated
affiliates.” The ownership of the general partner interests and IDRs did not provide AMGP with any claim to the assets of AMGP other than the balance in
its Antero Midstream Partners capital account. Income related to the IDRs was recognized as earned and increased AMGP’s capital account and equity
investment. When these distributions were paid to AMGP, they reduce its capital account and its equity investment in Antero Midstream Partners. As a
result of the Transactions, Antero Midstream Corporation assumed financial control of Antero Midstream Partners and Antero Midstream Partners is now
consolidated (see Note 3—Business Combination).
Investment in Stonewall and MarkWest Joint Venture
The Company has a 15% equity interest in the gathering system of Stonewall Gas Gathering LLC (“Stonewall”), which operates a 67-mile
pipeline on which Antero Resources is an anchor shipper.
Antero Midstream Partners has a 50% equity interest in the joint venture (the “Joint Venture”) to develop processing and fractionation assets with
MarkWest Energy Partners, L.P. (“MarkWest”), a wholly owned subsidiary of MPLX, LP (“MPLX”). The Joint Venture was formed to develop
processing and fractionation assets in Appalachia. MarkWest operates the Joint Venture assets, which consist of processing plants in West Virginia and a
one-third interest in two MarkWest fractionators in Ohio.
The Company’s net income includes its proportionate share of the net income of the Joint Venture and Stonewall. When the Company records its
proportionate share of net income, it increases equity income in the unaudited condensed consolidated statements of operations and comprehensive income
and the carrying value of that investment on its balance sheet. When distributions on the Company’s proportionate share of net income are received, they
are recorded as reductions to the carrying value of the investment on the balance sheet and are classified as cash inflows from operating activities in
accordance with the nature of the distribution approach under ASU No. 2016-15. The Company uses the equity method of accounting to account for its
investments in Stonewall and the Joint Venture because it exercises significant influence, but not control, over the entities. The Company’s judgment
regarding the level of influence over its equity investments includes considering key factors such as its ownership interest, representation on the board of
directors and participation in policy-making decisions of Stonewall and the Joint Venture.
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The following table is a reconciliation of our investments in these unconsolidated affiliates:
Antero
Midstream
Partners LP

(in thousands)

Balance at December 31, 2018
Distributions from unconsolidated affiliates
Balance at March 12, 2019
Investments in unconsolidated affiliates acquired from
Antero Midstream Partners
Additional investments
Equity in net income of unconsolidated affiliates(2)
Distributions from unconsolidated affiliates
Balance at March 31, 2019
(1)
(2)

$

Stonewall

MarkWest
Joint Venture

(1)

Total Investment
in Unconsolidated
Affiliates

43,492
(43,492)
—

—
—
—

—
—
—

43,492
(43,492)
—

—
—
—
—
—

133,752
—
307
—
134,059

956,357
65,729
2,573
(4,775)
1,019,884

1,090,109
65,729
2,880
(4,775)
1,153,943

$

Distributions are net of capital requirements retained by Stonewall.
As adjusted for the amortization of the difference between the cost of the equity investments in Stonewall and the Joint Venture and the amount of the
underlying equity in the new assets of Stonewall and the Joint Venture as of the date of the acquisition of Antero Midstream Partners.

(16) Reporting Segments
Prior to the closing of the Transactions, AMGP had no reporting segment results. Following the completion of the Transactions, the Company’s
operations, which are located in the United States, are organized into two reporting segments: (1) gathering and processing and (2) water handling and
treatment.
Gathering and Processing
The gathering and processing segment includes a network of gathering pipelines and compressor stations that collect and process production from
Antero Resources’ wells in West Virginia and Ohio. The gathering and processing segment also includes equity in earnings from the Company’s
investments in the Joint Venture and Stonewall.
Water Handling and Treatment
The Company’s water handling and treatment segment includes two independent systems that deliver fresh water from sources including the Ohio
River, local reservoirs as well as several regional waterways. The water handling and treatment segment also includes a wastewater treatment facility that
was placed in service in 2018, as well as other fluid handling services, which includes high rate transfer, wastewater transportation, disposal and
treatment. See Note 6—Property and Equipment.
These segments are monitored separately by management for performance and are consistent with internal financial reporting. These segments
have been identified based on the differing products and services, regulatory environment and the expertise required for these operations. Management
evaluates the performance of the Company’s business segments based on operating income. Interest expense is primarily managed and evaluated on a
consolidated basis.
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Summarized financial information concerning the Company’s segments for the periods indicated is shown in the following table (in thousands):
Gathering and
Processing

Three months ended March 31, 2019
Revenues:
Revenue–Antero Resources
Revenue–third-party
Amortization of customer contracts
Total revenues

(1)

$

Water
Handling and
Treatment

Unallocated (1)

Consolidated
Total

33,534
—
(501)
33,033

22,351
4
(1,280)
21,075

—
—
—
—

55,885
4
(1,781)
54,108

12,047
574
213
5,090
1,049
10
18,983
2,092

—
6,792
10,833
—
—
—
17,625
(17,625)

14,982
8,386
11,423
7,650
1,049
10
43,500
10,608

—
1,841,516
8,328

—
8,102
—

2,880
6,668,427
16,005

Operating expenses:
Direct operating
General and administrative (excluding equity-based compensation)
Equity-based compensation
Depreciation
Accretion and change in fair value of contingent acquisition consideration
Accretion of asset retirement obligations
Total expenses
Operating income

$

2,935
1,020
377
2,560
—
—
6,892
26,141

Equity in earnings of unconsolidated affiliates
Total assets
Additions to property and equipment

$
$
$

2,880
4,818,809
7,677

Certain expenses that are not directly attributable to gathering and processing and water handling and treatment are managed and evaluated on a
consolidated basis.
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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 our unaudited
condensed consolidated financial statements and related notes included elsewhere in this report. The information provided below supplements, but does
not form part of, our unaudited condensed consolidated financial statements. This discussion contains forward‑looking statements that are based on the
views and beliefs of our management, as well as assumptions and estimates made by our management. Actual results could differ materially from such
forward‑looking statements as a result of various risk factors, including those that may not be in the control of management. For further information on
items that could impact our future operating performance or financial condition, please see “Item 1A. Risk Factors.” and the section entitled “Cautionary
Statement Regarding Forward‑Looking Statements.” We do not undertake any obligation to publicly update any forward-looking statements except as
otherwise required by applicable law. For more information please refer to our Annual Report on Form 10-K for the year ended December 31, 2018 on
file with the SEC.
On March 12, 2019, pursuant to the previously announced Simplification Agreement, dated as of October 9, 2018, by and among Antero
Midstream Partners GP LP (“AMGP”), Antero Midstream Partners LP (“Antero Midstream Partners”) and certain of their affiliates (the “Simplification
Agreement”), (i) AMGP was converted from a limited partnership to a corporation under the laws of the State of Delaware and changed its name to Antero
Midstream Corporation, (ii) an indirect, wholly owned subsidiary of Antero Midstream Corporation was merged with and into Antero Midstream Partners,
with Antero Midstream Partners surviving the merger as an indirect, wholly owned subsidiary of Antero Midstream Corporation (the “Merger”), and (iii)
Antero Midstream Corporation exchanged (the “Series B Exchange” and, together with the Conversion, the Merger and the other transactions pursuant to
the Simplification Agreement, the “Transactions”) each issued and outstanding Series B Unit (the “Series B Units”) representing a membership interest in
Antero IDR Holdings LLC (“IDR Holdings”) for 176.0041 shares of its common stock, par value $0.01 per share (“AMC common stock”).
The Merger has been accounted for as an acquisition by AMGP of Antero Midstream Partners under ASC 805 – Business Combinations and
accounted for as a business combination, with the assumed assets and liabilities of Antero Midstream Partners recorded at fair value. As a result, the
unaudited condensed consolidated balance sheet of Antero Midstream Corporation at March 31, 2019 includes the financial position of Antero Midstream
Partners and its subsidiaries and the unaudited condensed consolidated statements of operations and comprehensive income and cash flows for the three
months ended March 31, 2019 include the results of operations of Antero Midstream Partners and its subsidiaries commencing on March 13,
2019. Unless the context otherwise requires, references to the “Company,” “we,” “us,” or “our” refer to (i) for the period prior to March 13, 2019,
AMGP and its consolidated subsidiaries, which did not include Antero Midstream Partners and its subsidiaries, and (ii) for the period beginning and after
March 13, 2019, Antero Midstream Corporation and its consolidated subsidiaries, including Antero Midstream Partners and its subsidiaries.
Overview
We are a growth-oriented midstream energy company formed to own, operate and develop midstream energy assets to service Antero Resources’
increasing production and completion activity. Our assets consist of gathering pipelines, compressor stations, and interests in processing and fractionation
plants that collect and process production from Antero Resources’ wells in the Marcellus and Utica Shales in West Virginia and Ohio. Its assets also
include two independent fresh water delivery systems that deliver fresh water from the Ohio River and several regional waterways and a wastewater
treatment facility (referred to herein as our “wastewater treatment facility”)that was placed in service in 2018 and a related landfill used for the disposal of
waste therefrom. These fresh water delivery systems consist of permanent buried pipelines, surface pipelines and fresh water storage facilitates, as well as
pumping stations and impoundments to transport the fresh water throughout the pipelines. Other fluid handling services include third party services for
well completion and production operations in Antero Resources’ operating areas managed by Antero Midstream Partners. We believe that Antero
Midstream Partners’ strategically located assets and our relationship with Antero Resources have allowed us to become a leading midstream energy
company serving the Marcellus and Utica Shale plays.
Recent Developments and Highlights
Closing of Previously Announced Simplification Transaction
On March 12, 2019, AMGP and Antero Midstream Partners completed the Transactions. The Merger has been accounted for as an acquisition by
AMGP of Antero Midstream Partners under ASC 805, Business Combinations, and accounted for as a business combination, with the assumed assets and
liabilities of Antero Midstream Partners recorded at fair value.
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The financial results of the Company for the three months ended March 31, 2019 are not comparative to the three months ended March 31, 2018
due to the Company’s acquisition of Antero Midstream Partners on March 12, 2019, nor are they reflective of the ongoing operations and financial results
of the Company as the operating and financial results of Antero Midstream Partners are only included for the period from March 13, 2019 to March 31,
2019. Accordingly, in addition to presenting a discussion of Antero Midstream Corporation’s results of operations, we are also presenting Antero
Midstream Corporation’s pro forma results of operations for the three months ended March 31, 2018 and 2019, which give pro forma effect to the
Transactions as if they had occurred on January 1, 2018. See additional discussion below regarding “—Items Affecting Comparability of our Financial
Results.”
Financial Results as Reported
For the three months ended March 31, 2019, we generated cash flows from operations of $70 million and net income of $10 million. Cash flows
from operations were $23 million and net income was $13 million for the three months ended March 31, 2018. From March 13, 2019 through March 31,
2019, we consolidated the results of Antero Midstream Partners and its subsidiaries, whereas in the three months ended March 31, 2018, our source of
income and cash flow was from the incentive distribution rights of Antero Midstream Partners.
Dividends Declared
The board of directors declared a cash dividend on the shares of AMC common stock of $0.3025 per share for the quarter ended March 31,
2019. The dividend will be payable on May 8, 2019 to stockholders of record as of April 26, 2019. The board of directors also declared a cash dividend on
the shares of Series A Preferred Stock of Antero Midstream Corporation. The aggregate amount of dividends to be paid on the Series A Preferred Stock is
$98 thousand, which will be paid on May 15, 2019 in accordance with the terms of the Series A Preferred Stock, which are discussed in Note 13—Equity
and Earnings Per Common Share. As of March 31, 2019, $29 thousand of the Series A Preferred Stock dividend was accrued.
2019 Capital Budget and Capital Spending
Our full year 2019 capital spending will include Antero Midstream Partners capital spending beginning on March 13, 2019. Antero Midstream
Partners’ full year 2019 capital budget is a range of $750 million to $800 million, which at the midpoint includes $710 million of expansion capital and $65
million of maintenance capital. The capital budget includes $400 million of capital for gathering and compression infrastructure primarily in the
Marcellus Shale. We also expect to invest $135 million for fresh water delivery infrastructure including an additional withdrawal point and associated
trunklines to support Antero Resources’ development in Tyler and Wetzel Counties, West Virginia. Antero Midstream Partner’s 2019 budget also includes
$200 million for our investment in the Joint Venture primarily for the construction of two more processing plants to provide an additional 400 Mmcf/d of
processing capacity.
Credit Facility
In conjunction with the closing of the Transactions, AMGP’s $12 million credit facility was terminated on March 12, 2019. We will fund our
operations through borrowings under the Antero Midstream Partners’ Credit Facility, our operating cash flows, cash on our balance sheet and capital market
transactions. As of March 31, 2019, lender commitments under the Antero Midstream Partners credit facility were $2.0 billion, with a letter of credit
sublimit of $150 million. At March 31, 2019, Antero Midstream Partners had borrowings of $1.1 billion and no letters of credit outstanding under the
Credit Facility. See “—Debt Agreements—Antero Midstream Partners Revolving Credit Facility” for a description of the Credit Facility.
Items Affecting Comparability of Our Financial Results
Our historical financial results discussed below are not comparable to our future financial results primarily as a result of the Merger. The Merger
has been accounted for as an acquisition by AMGP of Antero Midstream Partners under ASC 805, Business Combinations, and accounted for as a business
combination with the acquired assets and liabilities of Antero Midstream Partners recorded at fair value. As such, the condensed consolidated financial
statements for the three months ended March 31, 2018 and as of December 31, 2018 are the condensed consolidated financial statements of AMGP and its
consolidated subsidiaries, which does not include Antero Midstream Partners and its subsidiaries. Effective March 12, 2019, Antero Midstream
Corporation commenced consolidating Antero Midstream Partners and its subsidiaries in the condensed consolidated financial statements of Antero
Midstream Corporation. As a result, the condensed consolidated balance sheet of Antero Midstream Corporation at March 31, 2019 includes the financial
position of Antero Midstream Partners and its subsidiaries, and the condensed consolidated statements of operations and
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comprehensive income and cash flows for the three months ended March 31, 2019 include the results of operations of Antero Midstream Partners and its
subsidiaries beginning on March 13, 2019.
The historical condensed consolidated financial statements included herein are the financial statements of Antero Midstream Corporation,
formerly AMGP, which prior to the Merger reflect that AMGP’s only income resulted from distributions made on the IDR’s of Antero Midstream Partners
and expenses were limited to general and administrative expenses and equity-based compensation. The condensed consolidated financial statements for the
three months ended March 31, 2019 include the results of Antero Midstream Partners and its subsidiaries beginning on March 13, 2019.
Accordingly, in addition to presenting a discussion of our results of operations, we are also presenting our pro forma results of operations which
gives effect to the adjustments described in the unaudited pro forma condensed combined financial statements, which are filed as Exhibit 99.1 to this
Quarterly Report on Form 10-Q, prepared as if the Transactions had occurred on January 1, 2018. The pro forma financial information provides the
historical financial data and pro forma financial information presented herein may not fully and accurately reflect what our actual results would have been
if the Transactions had been completed at the beginning of the periods presented.
Accordingly, in addition to presenting a discussion of our results of operations as reported, we are also presenting our pro forma results of
operations, which give effect to the adjustments described below under “—Pro Forma Adjustments.” The pro forma information presented below should
be read in conjunction with the unaudited pro forma condensed combined financial statements, which are filed as Exhibit 99.1 to this Quarterly Report on
Form 10-Q and describe the assumptions and adjustments used in preparing such information. The pro forma adjustments are based on currently available
information and certain estimates and assumptions. Therefore, the actual adjustments may differ from the pro forma adjustments. However, management
believes that the pro forma assumptions provide a reasonable basis for presenting the results of operations on a more meaningful basis.
Results of Operations as Reported
Revenue - Antero Resources and Direct Operating Expenses. Revenues from Antero Resources and direct operating expenses reflect 19 days of
revenue and operating expenses generated by Antero Midstream Partners after the acquisition on March 12, 2019.
General and administrative expenses. General and administrative expenses (excluding equity-based compensation expense) increased from $1
million for the three months ended March 31, 2018 to $8 million for the three months ended March 31, 2019. The increase was primarily due to an
increased costs associated with the Transactions incurred in 2019 as well as the general and administrative expenses of Antero Midstream Partners after the
acquisition on March 12, 2019. Equity-based compensation increased from $9 million for the three months ended March 31, 2018 to $11 million for the
three months ended March 31, 2019 due to the Series B Exchange as result of the Transactions.
Depreciation expense. Depreciation expense increased from none for the three months ended March 31, 2018 to $8 million for the three months
ended March 31, 2019 as a result of our acquisition of Antero Midstream Partners on March 12, 2019.
Accretion and change in fair value of contingent acquisition consideration. Accretion expenses increased from none for the three months ended
March 31, 2018 to $1 million for the three months ended March 31, 2019 as a result of our acquisition of Antero Midstream Partners on March 12, 2019.
Interest expense. Interest expense increased from none for the three months ended March 31, 2018 to $6 million for the three months ended
March 31, 2019 as a result of the Transactions, which included the assumption of approximately $2.4 billion of debt.
Operating income. Total operating income increased from a loss of $10 million for the three months ended March 31, 2018 to operating income
of $11 million for the three months ended March 31, 2019. The increase was due to operating revenues and expenses for Antero Midstream Partners after
the Transactions on March 12, 2019.
Equity in earnings of unconsolidated affiliates. Equity in earnings in unconsolidated affiliates for the three months ended March 31, 2018
represents Antero Midstream GP LP’s equity investment in Antero Midstream Partners. Equity in earnings of unconsolidated affiliates for the three months
ended March 31, 2019 represents Antero Midstream GP LP’s equity investment in Antero Midstream Partners from January 1, 2019 through March 12,
2019 and the portion of the net income from Antero Midstream
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Partners’ investments in Stonewall and the Joint Venture, which is allocated to us based on our equity interests for the period from March 13, 2019 through
March 31, 2019.
Income tax expense (benefit). Income tax expense was $6 million for the three months ended March 31, 2018 and income tax benefit was $2
million for the three months ended March 31, 2019. The income tax benefit for the three months ended March 31, 2019 was primarily the result of
favorable tax adjustments related to the Transactions.
Pro Forma Results of Operations and Operating Expenses
Unless the context otherwise requires, references in this “Pro Forma Segment Results of Operations and Operating Expenses” to the
“Company,” “we,” “us” or “our” refer to, and the results of operations discussed below relate to, the combined results of Antero Midstream Corporation
and Antero Midstream Partners as if the Transactions had occurred on January 1, 2018.
The pro forma segment results of operations and operating expenses, and the pro forma operations data for the three months ended March 31, 2018
and 2019 have been prepared to give pro forma effect to the Transactions as if they had occurred on January 1, 2018. The pro forma adjustments are based
on currently available information and certain estimates and assumptions, including preliminary purchase price allocation which is subject to
finalization. Therefore, the actual adjustments may differ from the pro forma adjustments. However, management believes that the pro forma assumptions
provide a reasonable basis for presenting the significant effects of the Transactions.
The pro forma information is for illustrative purposes only. If the Transactions had occurred on January 1, 2018, operating results might have
been materially different from those presented in the pro forma financial information. The pro forma financial information should not be relied upon as an
indication of operating results that we would have achieved if the Transactions had taken place on January 1, 2018. In addition, future results may vary
significantly from the pro forma results reflected herein and should not be relied upon as an indication of our future results. The pro forma information
presented below should be read in conjunction with the unaudited pro forma condensed combined financial statements, which are filed as Exhibit 99.1 to
this Quarterly Report on Form 10-Q.
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Pro Forma Segment Results of Operations and Operating Expenses for the three months ended March 31, 2018 and the three months ended March 31,
2019
Water
Handling and
Treatment

Gathering and
Processing

Three months ended March 31, 2018
Revenues:
Revenue–Antero Resources
Revenue–third-party
Amortization of customer contracts
Total revenues
Operating expenses:
Direct operating
General and administrative (excluding equity-based
compensation)
Equity-based compensation
Depreciation
Accretion and change in fair value of contingent
acquisition consideration
Accretion of asset retirement obligations
Total expenses
Operating income
Interest expense, net
Equity in earnings of unconsolidated affiliates
Pro Forma Adjusted EBITDA
Three months ended March 31, 2019
Revenues:
Revenue–Antero Resources
Revenue–third-party
Amortization of customer contracts
Total revenues
Operating expenses:
Direct operating
General and administrative (excluding equity-based
compensation)
Equity-based compensation
Impairment of property and equipment
Depreciation
Accretion and change in fair value of contingent
acquisition consideration
Accretion of asset retirement obligations
Total expenses
Operating income
Interest expense, net
Equity in earnings of unconsolidated affiliates
Pro Forma Adjusted EBITDA

$

Pro Forma
Adjustments

108,177
—
—
108,177

120,889
525
—
121,414

11,382

55,874

5,704
4,658
23,414

Unallocated

—
—
(8,440)
(8,440)

Pro Forma
Consolidated
Total

(1)

—
—
—
—

229,066
525
(8,440)
221,151

—

—

67,256

2,540
1,553
9,018

—
—
11,925

925
8,635
—

9,169
14,846
44,357

$

—
—
45,158
63,019

3,874
34
72,893
48,521

—
—
11,925
(20,365)

—
—
9,560
(9,560)

3,874
34
139,536
81,615

$
$

(14,394)
7,862

3,097
—

(5,441)
(2,959)

—
—

$

158,307
—
—
158,307

115,888
55
—
115,943

—
—
(8,440)
(8,440)

—
—
—
—

274,195
55
(8,440)
265,810

14,108

65,692

—

—

79,800

10,912
1,963
6,590
10,882

6,998
1,104
392
18,475

(15,345)
—
—
9,408

6,792
10,833
—
—

9,357
13,900
6,982
38,765

$

—
—
44,455
113,852

2,977
73
95,711
20,232

—
—
(5,937)
(2,503)

—
—
17,625
(17,625)

2,977
73
151,854
113,956

$
$

(23,000)
15,144

—
—

171
(2,335)

(32)
—

(22,861)
12,809
202,473

$
$
$

$

(16,738)
4,903
160,251

(1) Represents corporate expenses that are not directly attributable to either the gathering and processing or water handling and treatment segments.
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The operating data below represents (i) the operating data of Antero Midstream Partners and its subsidiaries for the three months ended March 31,
2018 and (ii) the combined operating results of (a) Antero Midstream Partners and its subsidiaries for the period from January 1, 2019 through March 12,
2019 and (b) Antero Midstream Corporation and its subsidiaries, including Antero Midstream Partners and its subsidiaries, from March 13, 2019 to March
31, 2019.
Three Months Ended March 31,
2018
2019

Pro Forma Operating Data:
Gathering—low pressure (MMcf)
Gathering—high pressure (MMcf)
Compression (MMcf)
Fresh water delivery (MBbl)
Treated water (MBbl)
Other fluid handling (MBbl)
Wells serviced by fresh water delivery
Gathering—low pressure (MMcf/d)
Gathering—high pressure (MMcf/d)
Compression (MMcf/d)
Fresh water delivery (MBbl/d)
Treated water (MBbl/d)
Other fluid handling (MBbl/d)
Average realized fees:
Average gathering—low pressure fee ($/Mcf)
Average gathering—high pressure fee ($/Mcf)
Average compression fee ($/Mcf)
Average fresh water delivery fee ($/Bbl)
Average treatment fee ($/Bbl)
Joint Venture Operating Data:
Processing—Joint Venture (MMcf)
Fractionation—Joint Venture (MBbl)
Processing—Joint Venture (MMcf/d)
Fractionation—Joint Venture (MBbl/d)

$
$
$
$
$

Amount of
Increase
or Decrease

Percentage
Change

165,192
158,862
127,195
19,915
—
3,979
46
1,835
1,765
1,413
221
—
44

230,540
224,786
202,938
13,732
2,147
5,066
31
2,562
2,498
2,255
153
24
56

65,348
65,924
75,743
(6,183)
2,147
1,087
(15)
727
733
842
(68)
24
12

40
41
60
(31)
*
27
(33)
40
42
60
(31)
*
27

%
%
%
%

0.32
0.19
0.19
3.78
—

0.33
0.20
0.19
3.89
4.48

0.01
0.01
—
0.11
4.48

3
5
—
3
*

%
%
%
%

46,726
555
519
6

89,652
1,981
996
22

42,926
1,426
477
16

92
257
92
267

%
%
%
%

%
%
%
%
%
%
%

Pro Forma Discussion of Results of Operations
Revenue - Antero Resources. Revenues from Antero Resources increased by 20%, from $221 million for the three months ended March 31, 2018
to $266 million for the three months ended March 31, 2019. Excluding amortization of customer relationships, revenue from Antero Resources increased
by 20% from $229 million for the three months ended March 31, 2018 to $274 million for the three months ended March 31, 2019. Gathering and
compression revenues increased by 46%, from $108 million for the three months ended March 31, 2018 to $158 million for the three months ended
March 31, 2019. Water handling and treatment revenues decreased by 4%, from $121 million for the three months ended March 31, 2018 to $116 million
for the three months ended March 31, 2019. These fluctuations primarily resulted from the following:
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Gathering and Processing
·

low pressure gathering revenue increased $22 million period over period due to an increase of throughput volumes of 65 Bcf, or 727
MMcf/d, which was due to 163 additional wells connected to our system since March 31, 2018;

·

high pressure gathering revenue increased $13 million period over period due to an increase of throughput volumes of 66 Bcf, or 733
MMcf/d, primarily as a result of the addition of two new high pressure gathering lines placed in service since March 31, 2018;

·

compression revenue increased $15 million period over period due to an increase of throughput volumes of 76 Bcf, or 842 MMcf/d,
primarily due to the addition of three new compressor stations that were placed in service since March 31, 2018, and additional wells
connected to our system;

Water Handling and Treatment
·

fresh water delivery revenue decreased $22 million period over period due to a decrease in fresh water delivery of 6,183 MBbl, or 68
MBbl/d, as a result of a decrease in the number of wells serviced by Antero Resources;

·

we began recognizing revenues for water treatment services provided at our wastewater treatment facility when the facility was placed in
service in May 2018, which increased revenue by $10 million for the period with throughput volumes of 2,147 MBbl, or 24 MBbl/d; and

·

other fluid handling services revenue increased $7 million period over period due to an increase in other fluid handling volumes of 1,087
MBbl or 12 MBbl/d.

Direct operating expenses. Total direct operating expenses increased by 19%, from $67 million for the three months ended March 31, 2018 to
$80 million for the three months ended March 31, 2019. Gathering and processing direct operating expenses increased from $11 million for the three
months ended March 31, 2018 to $14 million for the three months ended March 31, 2019. The increase was primarily due to an increase in the number of
gathering pipelines and compressor stations. Water handling and treatment direct operating expenses increased from $56 million for the three months
ended March 31, 2018 to $66 million for the three months ended March 31, 2019. The increase was primarily due to an increase in other fluid handling
volumes.
General and administrative (excluding equity-based compensation) expenses. General and administrative expenses (excluding equity-based
compensation expense) remained relatively consistent at $9 million for each of the three months ended March 31, 2018 and 2019, respectively.
Equity-based compensation expenses. Equity-based compensation expenses remained relatively consistent at $15 million and $14 million for the
three months ended March 31, 2018 and 2019, respectively.
Impairment expense. Impairment expense of $7 million for the three months ended March 31, 2019 was for the decommissioning of assets related
to a third-party compressor station. There was no impairment expense for the three months ended March 31, 2018.
Depreciation expense. Total depreciation expense decreased by 13%, from $44 million for the three months ended March 31, 2018 to $39 million
for the three months ended March 31, 2019. The decrease was primarily due to the change in estimated useful lives of gathering and compression facilities,
partially offset by additional assets placed into service.
Accretion and change in fair value of contingent acquisition consideration. Accretion of contingent acquisition consideration remained relatively
consistent at $4 million and $3 million for the three months ended March 31, 2018 and 2019, respectively. In connection with the Water Acquisition, we
agreed to pay Antero Resources $125 million in cash if we deliver 176 million barrels or more of fresh water during the period between January 1, 2017 and
December 31, 2019. As of March 31, 2019, we have delivered 141 million of the 176 million barrels and we expect to pay the entire amount of the
contingent consideration for the delivery of 176 million barrels or more of fresh water during the period between January 1, 2017 and December 31, 2019.
We have agreed to pay an additional $125 million in cash if we deliver 219 million barrels or more of fresh water during the period between January 1,
2018 and December 31, 2020. As of March 31, 2019, we have delivered 85 million of the 219 million barrels ormore of fresh water during the
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period between January 1, 2018 and December 31, 2020 and do not expect to deliver at least 219 million barrels based on Antero Resources’ 2019 budget
and long-term outlook.
Accretion of asset retirement obligations. An asset retirement obligation to close and monitor the wastewater treatment facility landfill in the
future according to environmental standards was created when the wastewater treatment facility landfill began accepting salt in January 2018. Accretion of
asset retirement obligations increased from $34 thousand for the three months ended March 31, 2018 to $73 thousand for the three months ended March 31,
2019 due to retirement obligations for fresh water impoundments and waste water pits identified since March 31, 2018.
Interest expense. Interest expense increased by 37%, from $17 million, net of $3 million in capitalized interest, for the three months ended
March 31, 2018 to $23 million for the three months ended March 31, 2019. No interest was capitalized for the three months ended March 31, 2019. Total
interest costs increased from $20 million for the three months ended March 31, 2018 to $23 million for the three months ended March 31, 2019 primarily
due to (i) an increase in interest expense incurred on increased borrowings outstanding under the Credit Facility, (ii) increased interest rates, and (iii) this
issuance of $650 million of 5.75% senior unsecured notes.
Operating income. Total operating income increased by 40%, from $82 million for the three months ended March 31, 2018 to $114 million for the
three months ended March 31, 2019. Gathering and processing operating income increased by 81%, from $63 million for the three months ended
March 31, 2018 to $114 million for the three months ended March 31, 2019. The increase was primarily due to an increase in gathering and compression
throughput volumes and lower depreciation on the gathering system in 2019. Water handling and treatment operating income decreased by 59%, from $49
million for the three months ended March 31, 2018 to $20 million for the three months ended March 31, 2019. The decrease was primarily due to a
decrease in the number of wells serviced by freshwater delivery services.
Equity in earnings of unconsolidated affiliates. Equity in earnings in unconsolidated affiliates increased by 161%, from $5 million for the three
months ended March 31, 2018 to $13 million for the three months ended March 31, 2019. Equity in earnings of unconsolidated affiliates represents the
portion of the net income from our investments in Stonewall and the Joint Venture, which is allocated to us based on our equity interests. The increase is
primarily attributable to an increase in the level of operations at the Joint Venture in 2019.
Pro Forma Adjusted EBITDA. Pro Forma Adjusted EBITDA increased by 26%, from $160 million for the three months ended March 31, 2018 to
$202 million for the three months ended March 31, 2019. The increase was primarily due to an increase in revenue resulting from an increase in gathering
and compression volumes. For a discussion of the non-GAAP financial measure Pro Forma Adjusted EBITDA, including a reconciliation to its most
directly comparable financial measure calculated and presented in accordance with GAAP, read “—Non-GAAP Financial Measures” below.
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Capital Resources and Liquidity as Reported
Sources and Uses of Cash
Capital resources and liquidity are provided by operating cash flow, cash on our balance sheet, borrowings under Antero Midstream Partners’
Credit Facility and capital market transactions. We expect that the combination of these capital resources will be adequate to meet our working capital
requirements, capital expenditures program and expected quarterly cash distributions for at least the next twelve months.
The board of directors declared a cash dividend on the shares of AMC common stock of $0.3025 per share for the quarter ended March 31,
2019. The dividend will be payable on May 8, 2019 to stockholders of record as of April 26, 2019. The board of directors also declared a cash dividend on
the shares of Series A Preferred Stock of Antero Midstream Corporation. The aggregate amount of dividends to be paid on the Series A Preferred Stock is
$98 thousand, which will be paid on May 15, 2019 in accordance with the terms of the Series A Preferred Stock, which are discussed in Note 13—Equity
and Earnings Per Common Share. As of March 31, 2019, $29 thousand of the Series A Preferred Stock dividend was accrued.
We expect our future cash requirements relating to working capital, maintenance capital expenditures and quarterly cash dividends to our
stockholders will be funded from cash flows internally generated from our operations. Our expansion capital expenditures will be funded by borrowings
under the Credit Facility or from potential capital markets transactions.
The following table summarizes our cash flows for the three months ended March 31, 2018 and 2019:
Three Months Ended March 31,
2018
2019

(in thousands)

Net cash provided by operating activities
Net cash used in investing activities
Net cash used in financing activities
Net increase in cash and cash equivalents

$
$

23,242
—
(14,747)
8,495

69,587
(61,178)
(9,263)
(854)

Increase
(Decrease)

46,345
61,178
(5,484)

Cash Flows Provided by Operating Activities
Net cash provided by operating activities was $23 million and $70 million for the three months ended March 31, 2018 and 2019, respectively. The
increase in cash flows from operations for the three months ended March 31, 2019 compared to the three months ended March 31, 2018 was primarily the
result of increased distributions received from Antero Midstream Partners in addition to increased cash flows associated with Antero Midstream Partners for
the period March 13, 2019 through March 31, 2019 due to the Merger.
Cash Flows Used in Investing Activities
During the three months ended March 31, 2019, we used cash flows in investing activities of $61 million while we had no cash flows from
investing activities during the three months ended March 31, 2018. The decrease was due to $598 million of cash paid to Antero Midstream Partners
unitholders as consideration in the Merger, $66 million in investments in unconsolidated affiliates and $16 million in capital expenditures for gathering
systems and facilities and water handling and treatment assets partially offset by cash received of $620 million, which was borrowed by Antero Midstream
Partners on its Credit Facility to pay the aforementioned $598 million of consideration in the Merger.
Our capital budget is $750 million to $800 million for full year 2019 (including capital expenditures by Antero Midstream Partners prior to March
13, 2019), which includes $710 million of expansion capital and $65 million of maintenance capital at the midpoint of the range. Our capital budgets may
be adjusted as business conditions warrant. If natural gas, NGLs, and oil prices decline to levels below acceptable levels or costs increase to levels above
acceptable levels, Antero Resources could choose to defer a significant portion of its budgeted capital expenditures until later periods. As a result, we may
also defer a significant portion of our budgeted capital expenditures to achieve the desired balance between sources and uses of liquidity and prioritize
capital projects that we believe have the highest expected returns and potential to generate near-term cash flows. We routinely monitor and adjust our
capital expenditures in response to changes in Antero Resources’ development plans, changes in prices, availability of financing,
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acquisition costs, industry conditions, the timing of regulatory approvals, success or lack of success in Antero Resources’ drilling activities, contractual
obligations, internally generated cash flows and other factors both within and outside our control.
Cash Flows Provided by Financing Activities
Net cash used in financing activities was $15 million and $9 million for the three months ended March 31, 2018 and 2019, respectively. The
increase in cash used in financing activities for the three months ended March 31, 2019 compared to the three months ended March 31, 2018 was the result
of a total increase in cash distributions paid to shareholders and Series B unitholders of $20 million, partially offset by $25 in borrowings on the Credit
Facility.
Debt Agreements and Contractual Obligations
Antero Midstream Partners Revolving Credit Facility
On October 26, 2017, the Antero Midstream Partners entered into the Credit Facility. The Credit Facility includes fall away covenants and lower
interest rates that are triggered if and when the Borrower elects to enter into an Investment Grade Period, as described below.
The Credit Facility was amended on October 31, 2018 and February 26, 2019 to, among other things: (i) increase lender commitments from $1.5
billion to $2.0 billion, (ii) permit us, the Borrower and the guarantors under the facility to consummate the Transactions and (iii) to modify pricing to the
levels described in more detail below. The maturity date of the facility is October 26, 2022. At March 31, 2019, we had $1.1 billion of borrowings and no
letters of credit outstanding under the Credit Facility.
Under the Credit Facility, “Investment Grade Period” is a period that, as long as no event of default has occurred and the Borrower is in pro forma
compliance with the financial covenants under the Credit Facility, commences when the Borrower elects to give notice to the Administrative Agent that the
Borrower has received at least one of either (i) a BBB- or better rating from Standard and Poor’s or (ii) a Baa3 or better from Moody’s (provided that the
non-investment grade rating from the other rating agency is at least either Ba1 if Moody’s or BB+ if Standard and Poor’s (an “Investment Grade
Rating”)). An Investment Grade Period can end at the Borrower’s election.
We have a choice of borrowing in Eurodollars or at the base rate. Principal amounts borrowed are payable on the maturity date with such
borrowings bearing interest that is payable (i) with respect to base rate loans, quarterly and (ii) with respect to Eurodollar loans, the last day of each Interest
Period (as defined below); provided that if any Interest Period for a Eurodollar loan exceeds three months, interest will be payable on the respective dates
that fall every three months after the beginning of such Interest Period. Eurodollar loans bear interest at a rate per annum equal to the LIBOR Rate
administered by the ICE Benchmark Administration for one, two, three, six or, if available to the lenders, twelve months (the “Interest Period”) plus an
applicable margin ranging from (i) 125 to 225 basis points during any period that is not an Investment Grade Period, depending on the leverage ratio then in
effect and (ii) 112.5 to 200 basis points during an Investment Grade Period, depending on the Borrower’s credit rating then in effect. Base rate loans bear
interest at a rate per annum equal to the greatest of (i) the agent bank’s reference rate, (ii) the federal funds effective rate plus 50 basis points and (iii) the
rate for one month Eurodollar loans plus 100 basis points, plus an applicable margin ranging from (i) 25 to 125 basis points during any period that is not an
Investment Grade Period, depending on the leverage ratio then in effect and (ii) 12.5 to 100 basis points during an Investment Grade Period, depending on
the Borrower’s credit rating then in effect.
During any period that is not an Investment Grade Period, the Credit Facility is guaranteed by our subsidiaries and is secured by mortgages on
substantially all of its and its subsidiaries’ properties; provided that the liens securing the Credit Facility shall be automatically released during an
Investment Grade Period. The Credit Facility contains restrictive covenants that may limit our ability to, among other things:
·

incur additional indebtedness;

·

sell assets;

·

make loans to others;

·

make investments;
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·

enter into mergers;

·

make certain restricted payments;

·

incur liens; and

·

engage in certain other transactions without the prior consent of the lenders.

The Credit Facility also requires us to maintain the following financial ratios:
·

a consolidated interest coverage ratio, which is the ratio of our consolidated EBITDA to its consolidated current interest charges of at least
2.5 to 1.0 at the end of each fiscal quarter; provided that during an Investment Grade Period, the Borrower will not to be subject to such
ratio;

·

a consolidated total leverage ratio, which is the ratio of consolidated debt to consolidated EBITDA, of not more than 5.00 to 1.00 at the end
of each fiscal quarter; provided that during an Investment Grade Period or at our election (the “Financial Covenant Election”), the
consolidated total leverage ratio shall be no more than 5.25 to 1.0; and

·

after a Financial Covenant Election (and up to the commencement of an Investment Grade Period), a consolidated senior secured leverage
ratio covenant rather than the consolidated total leverage ratio covenant, which is the ratio of consolidated senior secured debt to
consolidated EBITDA, of not more than 3.75 to 1.0.

We were in compliance with the applicable covenants and ratios as of March 31, 2019. The actual borrowing capacity available to Antero
Midstream Partners may be limited by the interest coverage ratio, consolidated total leverage ratio, and consolidated senior secured leverage ratio
covenants.
5.375% Senior Notes Due 2024
On September 13, 2016, the Issuers, issued $650 million in aggregate principal amount of 5.375% senior notes due September 15, 2024 (the “2024
Notes”) at par. The 2024 Notes are unsecured and effectively subordinated to the Credit Facility to the extent of the value of the collateral securing the
Credit Facility. The 2024 Notes are fully and unconditionally guaranteed on a joint and several senior unsecured basis by Antero Midstream Corporation,
Antero Midstream Partners’ wholly owned subsidiaries (other than Finance Corp) and certain of its future restricted subsidiaries. Interest on the 2024
Notes is payable on March 15 and September 15 of each year. Antero Midstream Partners may redeem all or part of the 2024 Notes at any time on or after
September 15, 2019 at redemption prices ranging from 104.031% on or after September 15, 2019 to 100.00% on or after September 15, 2022. In addition,
prior to September 15, 2019, Antero Midstream Partners may redeem up to 35% of the aggregate principal amount of the 2024 Notes with an amount of
cash not greater than the net cash proceeds of certain equity offerings, if certain conditions are met, at a redemption price of 105.375% of the principal
amount of the 2024 Notes, plus accrued and unpaid interest. At any time prior to September 15, 2019, Antero Midstream Partners may also redeem the
2024 Notes, in whole or in part, at a price equal to 100% of the principal amount of the 2024 Notes plus a “make-whole” premium and accrued and unpaid
interest. If Antero Midstream Partners undergoes a change of control, the holders of the 2024 Notes will have the right to require Antero Midstream
Partners to repurchase all or a portion of the 2024 Notes at a price equal to 101% of the principal amount of the 2024 Notes, plus accrued and unpaid
interest.
On April 15, 2019, the Issuers, Antero Midstream Corporation, and the other guarantors party thereto executed and delivered the 2024 Second
Supplemental Indenture, which provides, among other things, that Antero Midstream Corporation fully and unconditionally guarantees the 2024 Notes.
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5.75% Senior Notes Due 2027
On February 25, 2019, the Issuers issued $650 million in aggregate principal amount of 5.75% senior notes due March 1, 2027 (the “2027 Notes”)
at par. The 2027 Notes are unsecured and effectively subordinated to the Credit Facility to the extent of the value of the collateral securing the Credit
Facility. The 2027 Notes are fully and unconditionally guaranteed on a joint and several senior unsecured basis by Antero Midstream Corporation, Antero
Midstream Partners’ wholly owned subsidiaries (other than Finance Corp) and certain of its future restricted subsidiaries. Interest on the 2027 Notes is
payable on March 1 and September 1 of each year. Antero Midstream Partners may redeem all or part of the 2027 Notes at any time on or after March
1, 2022 at redemption prices ranging from 102.875% on or after March 1, 2022 to 100.00% on or after March 1, 2025. In addition, prior to March 1, 2022,
Antero Midstream Partners may redeem up to 35% of the aggregate principal amount of the 2027 Notes with an amount of cash not greater than the net cash
proceeds of certain equity offerings, if certain conditions are met, at a redemption price of 105.75% of the principal amount of the 2027 Notes, plus accrued
and unpaid interest. At any time prior to March 1, 2022, Antero Midstream Partners may also redeem the 2027 Notes, in whole or in part, at a price equal
to 100% of the principal amount of the 2027 Notes plus a “make-whole” premium and accrued and unpaid interest. If Antero Midstream Partners
undergoes a change of control, the holders of the 2027 Notes will have the right to require Antero Midstream Partners to repurchase all or a portion of the
2027 Notes at a price equal to 101% of the principal amount of the 2027 Notes, plus accrued and unpaid interest.
On April 15, 2019, the Issuers, Antero Midstream Corporation, and the other guarantors party thereto executed and delivered the 2027 First
Supplemental Indenture, which provides that Antero Midstream Corporation fully and unconditionally guarantees the 2027 Notes.
Contractual Obligations
Future capital contributions to unconsolidated affiliates are excluded from the table as neither the amounts nor the timing of the obligations can be
determined in advance. A summary of our contractual obligations by maturity date as of March 31, 2019 is provided in the following table.
Remainder
of 2019

(in millions)

Credit Facility
5.375% senior notes due 2024—principal
5.375% senior notes due 2024—interest
5.75% senior notes due 2027—principal
5.75% senior notes due 2027—interest
Water treatment (2)
Contingent acquisition consideration
Asset retirement obligations
Total
(1)

$

$

—
—
17
—
19
27
125
2
190

Year Ended December 31,
2021
2022
2023

2020

—
—
35
—
37
—
—
1
73

—
—
35
—
37
—
—
—
72

1,100
—
35
—
37
—
—
—
1,172

2024

—
—
35
—
37
—
—
1
73

—
650
35
—
37
—
—
—
722

Thereafter

—
—
—
650
93
—
—
2
745

Total

1,100
650
192
650
297
27
125
6
3,047

(1) Includes outstanding principal amounts on the Credit Facility at March 31, 2019. This table does not include future commitment fees, interest
expense or other fees on the Credit Facility because they are floating rate instruments and we cannot determine with accuracy the timing of future
loan advances, repayments, or future interest rates to be charged.
(2) Includes obligations related to the construction of our wastewater treatment facility.
Non-GAAP Financial Measures
We use Pro Forma Adjusted EBITDA as important indicators of our performance. We define Pro Forma Adjusted EBITDA as net income before
net interest expense, interest tax expense (benefit), depreciation, accretion and changes in fair value of contingent acquisition consideration, accretion of
asset retirement obligations, equity-based compensation, excluding equity in earnings of unconsolidated affiliates, transaction expenses, amortization of
customer relationships and including cash distributions from unconsolidated affiliates and including Antero Midstream Partners’ pre-acquisition: net
income before interest expense, simplification expenses, depreciation, impairment, accretion and changes in fair value of contingent acquisition
consideration, accretion of asset retirement obligations, equity-based compensation, amortization of customer relationships excluding equity in earnings of
unconsolidated affiliates, including cash distributions from unconsolidated affiliates and excluding equity in earnings of Antero Midstream Partners.
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We use Pro Forma Adjusted EBITDA to assess:
·
·
·

the financial performance of our assets, without regard to financing methods capital structure or historical cost basis;
our operating performance and return on capital as compared to other publicly traded companies in the midstream energy sector, without
regard to financing or capital structure; and
the viability of acquisitions and other capital expenditure projects.

Pro Forma Adjusted EBITDA is a non-GAAP financial measure. The GAAP measure most directly comparable to Pro Forma Adjusted EBITDA
is net income. The non-GAAP financial measure of Pro Forma Adjusted EBITDA should not be considered as an alternative to the GAAP measure of net
income. Pro Forma Adjusted EBITDA presentations are made in accordance with GAAP and have important limitations as an analytical tool because they
include some, but not all, items that affect net income and Pro Forma Adjusted EBITDA. You should not consider Pro Forma Adjusted EBITDA in
isolation or as a substitute for analyses of results as reported under GAAP. Our definition of Pro Forma Adjusted EBITDA may not be comparable to
similarly titled measures of other corporations.
The following table represents a reconciliation of our Pro Forma Adjusted EBITDA to the most directly comparable GAAP financial measure for
the periods presented:
Three Months Ended March 31,
2018
2019

(in thousands)

Reconciliation of Pro Forma Net Income to Pro Forma Adjusted EBITDA:
Pro Forma Net income
Interest expense
Income tax expense
Amortization of customer relationships
Depreciation expense
Impairment
Accretion of contingent asset consideration
Accretion of asset retirement obligations
Equity-based compensation
Equity in earnings of unconsolidated affiliates
Distributions from unconsolidated affiliates
Pro Forma Adjusted EBITDA
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$

$

50,970
16,738
18,810
8,440
44,357
—
3,874
34
14,846
(4,903)
7,085
160,251

82,123
22,861
21,781
8,440
38,765
6,982
2,977
73
13,900
(12,809)
17,380
202,473
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Critical Accounting Policies and Estimates
The discussion and analysis of our financial condition and results of operations are based upon our financial statements, which have been prepared
in accordance with GAAP. The preparation of our unaudited condensed consolidated financial statements requires us to make estimates and assumptions
that affect the reported amounts of assets, liabilities, revenues and expenses and related disclosure of contingent liabilities. Certain accounting policies
involve judgments and uncertainties to such an extent that there is reasonable likelihood that materially different amounts could have been reported under
different conditions, or if different assumptions had been used. We evaluate our estimates and assumptions on a regular basis. We base our estimates on
historical experience and various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for
making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates and assumptions used in preparation of our financial statements. We provide expanded discussion of our more significant accounting policies,
estimates and judgments in the 2018 Forms 10-K. We believe these accounting policies reflect our more significant estimates and assumptions used in
preparation of our financial statements.
New Accounting Pronouncements
On February 25, 2016, the FASB issued Accounting Standard Update (“ASU”) No. 2016-02,Leases, which requires lessees to record lease
liabilities and right-of-use assets as of the date of adoption and was incorporated into GAAP as Accounting Standards Codification (“ASC”) Topic 842.
The new lease standard does not substantially change accounting by lessors. The Company adopted the new standard prospectively effective January 1,
2019. The Company is not a party to material contracts as a lessee. The Company determined that Antero Midstream Partners’ contractual arrangement
with Antero Resources to provide gathering and compression services is an operating lease of certain of the Company’s assets, which are accounted for
under the new ASU (see Note 5—Revenue for information on this arrangement).
Off-Balance Sheet Arrangements
As of March 31, 2019, we did not have any off-balance sheet arrangements.
Item 3. Quantitative and Qualitative Disclosures About Market Risk .
The primary objective of the following information is to provide forward‑looking quantitative and qualitative information about our potential
exposure to market risk. The term “market risk” refers to the risk of loss arising from adverse changes in commodity prices and interest rates. The
disclosures are not meant to be precise indicators of expected future losses, but rather indicators of reasonably possible losses. This forward‑looking
information provides indicators of how we view and manage our ongoing market risk exposures.
Commodity Price Risk
Our gathering and compression and water services agreements with Antero Resources provide for fixed‑fee structures, and we intend to continue to
pursue additional fixed‑fee opportunities with Antero Resources and third parties in order to avoid direct commodity price exposure. However, to the
extent that our future contractual arrangements with Antero Resources or third parties do not provide for fixed‑fee structures, we may become subject to
commodity price risk. We are subject to commodity price risks to the extent that they impact Antero Resources’ development program and production and
therefore our gathering, compression, and water handling and treatment volumes. We cannot predict to what extent our business would be impacted by
lower commodity prices and any resulting impact on Antero Resources’ operations.
Interest Rate Risk
Our primary exposure to interest rate risk results from outstanding borrowings under the Credit Facility, which has a floating interest rate. We do
not currently, but may in the future, hedge the interest on portions of our borrowings under our Credit Facility from time‑to‑time in order to manage risks
associated with floating interest rates. At March 31, 2019, we had $1.1 billion of borrowings and no letters of credit outstanding under the Credit Facility.
A 1.0% increase in the Credit Facility interest rate would have resulted in an estimated $566 thousand increase in interest expense for the three months
ended March 31, 2019.
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Credit Risk
We are dependent on Antero Resources as our primary customer, and we expect to derive substantially all of our revenues from Antero Resources
for the foreseeable future. As a result, any event, whether in our area of operations or otherwise, that adversely affects Antero Resources’ production,
drilling schedule, financial condition, leverage, market reputation, liquidity, results of operations or cash flows may adversely affect our revenues and cash
available for distribution.
Further, we are subject to the risk of non‑payment or non‑performance by Antero Resources, including with respect to our gathering and
compression and water handling and treatment services agreements. We cannot predict the extent to which Antero Resources’ business would be impacted
if conditions in the energy industry were to deteriorate, nor can we estimate the impact such conditions would have on Antero Resources’ ability to execute
its drilling and development program or to perform under our agreement. Any material non‑payment or non‑performance by Antero Resources could
reduce our ability to make distributions to our unitholders.
Item 4.

Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

As required by Rule 13a‑15(b) under the Exchange Act, we have evaluated, under the supervision and with the participation of our management,
including our principal executive officer and principal financial officer, the effectiveness of the design and operation of our disclosure controls and
procedures (as defined in Rules 13a‑15(e) and 15d‑15(e) under the Exchange Act) as of the end of the period covered by this Quarterly Report on Form 10Q. Our disclosure controls and procedures are designed to provide reasonable assurance that the information required to be disclosed by us in reports that
we file under the Exchange Act is accumulated and communicated to our management, including our principal executive officer and principal financial
officer, as appropriate, to allow timely decisions regarding required disclosure and is recorded, processed, summarized and reported within the time periods
specified in the rules and forms of the SEC. Based upon that evaluation, our principal executive officer and principal financial officer concluded that our
disclosure controls and procedures were effective as of March 31, 2019 at a reasonable assurance level.
Changes in Internal Control Over Financial Reporting
There have been no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act)
during the three months ended March 31, 2019 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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PART II—OTHER INFORMATIO N
Item 1. Legal Proceedings.
Our operations are subject to a variety of risks and disputes normally incident to our business. As a result, we may, at any given time, be a
defendant in various legal proceedings and litigation arising in the ordinary course of business. However, we are not currently subject to any material
litigation.
We maintain insurance policies with insurers in amounts and with coverage and deductibles that we, with the advice of our insurance advisors and
brokers, believe are reasonable and prudent. We cannot, however, assure you that this insurance will be adequate to protect us from all material expenses
related to potential future claims for personal and property damage or that these levels of insurance will be available in the future at economical prices.
Item 1A. Risk Factors.
We are subject to certain risks and hazards due to the nature of the business activities we conduct. For a discussion of these risks, see “Item 1A.
Risk Factors” in the 2018 Forms 10-K in addition to the risks described below. The risks described in the 2018 Forms 10-K could materially and adversely
affect our business, financial condition, cash flows, and results of operations. Other than as described below, there have been no material changes to the
risks described in the 2018 Forms 10-K. We may experience additional risks and uncertainties not currently known to us; or, as a result of developments
occurring in the future, conditions that we currently deem to be immaterial may also materially and adversely affect our business, financial condition, cash
flows and results of operations.
The use of cash and incurrence of indebtedness in connection with the financing of the Transactions may have an adverse impact on our liquidity, and
our flexibility in responding to other business opportunities and may increase the risk of noncompliance with restrictive covenants and may increase
our vulnerability to adverse economic and industry conditions.
The Transactions were financed in part by the use of Antero Midstream Partners’ cash on hand and borrowings under the Credit Facility. On
October 31, 2018 and February 26, 2019, Antero Midstream Partners amended its credit facility to, among other things, increase the borrowing capacity
under the Credit Facility from $1.5 billion to $2.0 billon. As of March 31, 2019, Antero Midstream Partners had $1.1 billion outstanding and no letters of
credit under the facility. Borrowings under Antero Midstream Partners’ Credit Facility were used to pay, in part, the cash portion of the consideration
received by Antero Midstream Partners’ common unitholders in the Merger and to pay related fees and expenses. Using cash on hand and indebtedness to
finance the Transactions reduced our liquidity and could cause us to place more reliance on cash generated from operations to pay principal and interest on
our debt, thereby reducing the availability of our cash flow for working capital, dividend and capital expenditure needs or to pursue other potential strategic
plans. The level of our indebtedness, and the agreements governing such indebtedness, may have the effect, among other things, of limiting our ability to
obtain additional financing, if needed, limiting our flexibility in the conduct of our business and making us more vulnerable to economic downturns and
adverse competitive and industry conditions. In addition, a breach of the restrictive covenants in the agreements governing our indebtedness and the
indebtedness of Antero Midstream Partners could result in an event of default with respect to the indebtedness, which, if not cured or waived, could result in
the indebtedness becoming immediately due and payable and could have a material adverse effect on our business, financial condition or operating results.
Our stockholders may not receive any dividends at all.
Our Board may amend, revoke or suspend, our dividend policy at any time, and the actual amount of dividends on our common stock will
depend on many factors, including our financial condition and results of operations, liquidity requirements, market opportunities, capital requirements of
our subsidiaries, legal, regulatory and contractual constraints, tax laws and other factors.
Over time, our capital and other cash needs may change significantly from our current needs, which could affect whether we pay dividends
and the amount of any dividends we may pay in the future. The terms of any future indebtedness we incur also may restrict us from paying cash dividends
on our common stock under certain circumstances. A decline in the market price or liquidity, or both, of our common stock could result if our Board
commits capital or establishes large reserves that reduce the amount of quarterly dividends paid or if we reduce or eliminate the payment of
dividends. This may in turn result in losses by our stockholders, which could be substantial.
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The price of our common stock may be volatile, and you could lose a significant portion of your investment.
The market price of the common stock could be volatile, and holders of common stock may not be able to resell their common stock at or
above the price at which they acquired such securities due to fluctuations in the market price of common stock, including changes in price caused by factors
unrelated to our operating performance or prospects.
Specific factors that may have a significant effect on the market price for our common stock include:
·

our operating and financial performance and prospects and the trading price of our common stock;

·

the level of our dividends;

·

quarterly variations in the rate of growth of our financial indicators, such as dividends per share of our common stock, net income and
revenues;

·

levels of indebtedness;

·

changes in revenue or earnings estimates or publication of research reports by analysts;

·

speculation by the press or investment community;

·

sales of our common stock by other stockholders;

·

announcements by us or our competitors of significant contracts, acquisitions, strategic partnerships, joint ventures, securities offerings or
capital commitments;

·

general market conditions;

·

changes in accounting standards, policies, guidance, interpretations or principles;

·

adverse changes in tax laws or regulations; and

·

domestic and international economic, legal and regulatory factors related to our performance.

There may be future dilution of our common stock, which could adversely affect the market price of shares of our common stock.
We are not restricted from issuing additional shares of our common stock. In the future, we may issue shares of our common stock to raise
cash for future activities, acquisitions or other purposes. We may also acquire interests in other companies by using a combination of cash and shares of our
common stock or just shares. We may also issue securities convertible into, or exchangeable for, or that represent the right to receive, shares of our
common stock. Any of these events may dilute the ownership interests of our stockholders, reduce our earnings per share or have an adverse effect on the
price of shares of our common stock.
Sales of a substantial amount of shares of our common stock in the public market could adversely affect the market price of our shares.
Sales of a substantial amount of shares of our common stock in the public market, or the perception that these sales may occur, could reduce
the market price of shares of our common stock. All of the shares of our common stock are freely tradable without restriction or further registration under
the Securities Act, unless the shares are held by any of our "affiliates" as such term is defined in Rule 144 under the Securities Act. In addition, we have
entered into a registration rights agreement with Antero Resources, certain members of management, certain funds affiliated with Warburg Pincus LLC (the
“Warburg Funds”), certain funds affiliated with Yorktown Partners LLC (together with the Warburg Funds, the “Sponsor Holders”) and the holders of the
Series B Units, pursuant to which we agreed to register the resale of shares of our common stock issued or paid to them in the Transactions. We cannot
predict the size of future issuances of our common stock or securities convertible into our common stock or the effect, if any, that future issuances and sales
of shares of our common stock will have on the market price of our common stock.
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Our certificate of incorporation and bylaws, as well as Delaware law, contain provisions that could discourage acquisition bids or merger proposals,
which may adversely affect the market price of our common stock.
Certain provisions of our certificate of incorporation and bylaws could make it more difficult for a third party to acquire control of us, even if
the change of control would be beneficial to our stockholders. Among other things, our certificate of incorporation and bylaws:
·

provide advance notice procedures with regard to stockholder nominations of candidates for election as directors or otherstockholder
proposals to be brought before meetings of our stockholders, which may preclude our stockholders from bringing certain matters before our
stockholders at an annual or special meeting;

·

provide our Board the ability to authorize issuance of preferred stock in one or more series, which makes it possible for our Board to issue,
without stockholder approval, preferred stock with voting or other rights or preferences that could impede the success of any attempt to
change control of us and which may have the effect of deterring hostile takeovers or delaying changes in control or management of us;

·

provide that the authorized number of directors may be changed only by resolution of our Board;

·

provide that, subject to the rights of holders of any series of preferred stock to elect directors or fill vacancies in respect of such directors as
specified in the related preferred stock designation and the terms of that certain Stockholders' Agreement, dated October 9, 2018, by and
among Antero Midstream Corporation and certain of its stockholders named thereto (the “Stockholder Agreement”), all vacancies, including
newly created directorships be filled by the affirmative vote of holders of a majority of directors then in office, even if less than a quorum,
or by the sole remaining director, and will not be filled by our stockholders;

·

provide that, subject to the rights of the holders of any series of preferred stock to elect directors under specified circumstances, if any,
and the terms of the Stockholders' Agreement, any action required or permitted to be taken by our stockholders must be effected at a duly
called annual or special meeting of our stockholders and may not be effected by any consent in writing in lieu of a meeting of such
stockholders;

·

provide for our Board to be divided into three classes of directors, with each class as nearly equal in number as possible, serving staggered
three-year terms;

·

provide that, subject to the rights of the holders of shares of any series of preferred stock, if any, to remove directors elected by such
series of preferred stock pursuant to our certificate of incorporation (including any preferred stock designation thereunder) and the terms of
the Stockholders' Agreement, directors may be removed from office at any time, only for cause and by the holders of a majority of the
voting power of all outstanding voting shares entitled to vote generally in the election of directors;

·

provide that special meetings of our stockholders may only be called only by the Chief Executive Officer, the Chairman of our Board or
our AMC Board pursuant to a resolution adopted by a majority of the total number of directors that we would have if there were no
vacancies;

·

provide that (i) the Sponsor Holders and their affiliates are permitted to participate (directly or indirectly) in venture capital and other direct
investments in corporations, joint ventures, limited liability companies and other entities conducting business of any kind, nature or
description, (ii) the Sponsor Holders and their affiliates are permitted to have interests in, participate with, aid and maintain seats on the
boards of directors or similar governing bodies of any such investments, in each case that may, are or will be competitive with our business
and the business of our subsidiaries or in the same or similar lines of business as us and our subsidiaries, or that could be suitable for us
or our subsidiaries and (iii) we have, subject to limited exceptions, renounced, to the fullest extent permitted by law, any interest or
expectancy in, or in being offered an opportunity to participate in, such corporate opportunities;

·

provide that the provisions of our certificate of incorporation can only be amended or repealed by the affirmative vote of the holders of at
least 66 2/3% in voting power of the outstanding shares of our common stock entitled to vote thereon, voting together as a single class;
provided, however, that so long as the Stockholders' Agreement remains in effect, no
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provision of our certificate of incorporation may be amended, altered or repealed in any manner that would be contrary to or inconsistent with
the terms of the Stockholders' Agreement, and no amendment to the Stockholders' Agreement (regardless of whether such amendment
modifies any provision of the Stockholders' Agreement to which our certificate of incorporation is subject) will be deemed an amendment of
our certificate of incorporation; and
·

provide that our bylaws can be altered or repealed by (a) our Board or (b) our stockholders upon the affirmative vote of holders of at least
66 2/3% of the voting power of our common stock outstanding and entitled to vote thereon, voting together as a single class. However, so
long as the Stockholders' Agreement remains in effect, our Board may not approve any amendment, alteration or repeal of any provision of
our bylaws, or the adoption of any new bylaw, that (a) would be contrary to or inconsistent with the terms of the Stockholders' Agreement or
(b) amends, alters or repeals certain portions of our certificate of incorporation; provided, however, that so long as the Stockholders'
Agreement remains in effect, the parties to the Stockholders' Agreement may amend any provision of the Stockholders' Agreement, and no
amendment to the Stockholders' Agreement (regardless of whether such amendment modifies any provision of the Stockholders' Agreement
to which the bylaws are subject) will be deemed an amendment of the bylaws for purposes of the amendment provisions of our bylaws.

Our certificate of incorporation designates the Court of Chancery of the State of Delaware as the sole and exclusive forum for certain types of actions
and proceedings that may be initiated by our stockholders, which could limit our stockholders' ability to obtain a favorable judicial forum for disputes
with us or our directors, officers, employees or agents.
Our certificate of incorporation provides that, unless we consent in writing to the selection of an alternative forum, the Court of Chancery of
the State of Delaware will, to the fullest extent permitted by applicable law, be the sole and exclusive forum for (i) any derivative action or proceeding
brought on our behalf, (ii) any action asserting a claim of breach of a fiduciary duty owed by any of our directors, officers, employees or agents to us or our
stockholders, (iii) any action asserting a claim arising pursuant to any provision of the DGCL, our certificate of incorporation or our bylaws as to which the
DGCL confers jurisdiction on the Court of Chancery of the State of Delaware or (iv) any action asserting a claim against we are governed by the internal
affairs doctrine, in each such case subject to such Court of Chancery of the State of Delaware having personal jurisdiction over the indispensable parties
named as defendants therein. Furthermore, if the Court of Chancery of the State of Delaware lacks subject matter jurisdiction for any such matter, any state
or federal court located within the State of Delaware will be the sole and exclusive forum for that matter. Any person or entity purchasing or otherwise
acquiring or holding any interest in shares of our capital stock will be deemed to have notice of, and consented to, the provisions of certificate of
incorporation described in the preceding sentence. This choice of forum provision may limit our stockholder's ability to bring a claim in a judicial forum
that it finds favorable for disputes with it or its directors, officers, employees or agents, which may discourage such lawsuits against us and such
persons. Alternatively, if a court were to find these provisions of our certificate of incorporation inapplicable to, or unenforceable in respect of, one or more
of the specified types of actions or proceedings, we may incur additional costs associated with resolving such matters in other jurisdictions, which could
adversely affect its business, financial condition or results of operations.
We have elected not to be subject to the provisions of Section 203 of the DGCL, regulating corporate takeovers.
In general, the provisions of Section 203 of the DGCL prohibit a Delaware corporation, including those whose securities are listed for trading
on the NYSE, from engaging in any business combination with any interested stockholder for a period of three years following the date that the stockholder
became an interested stockholder, unless:
·

prior to such time, the business combination or the transaction which resulted in the stockholder becoming an interested stockholder is
approved by the board of directors;

·

upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder
owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced (excluding certain specified
shares); or

·

on or after such time the business combination is approved by the board of directors and authorized at a meeting of shareholdersby the
holders of at least two-thirds of the outstanding voting stock that is not owned by the interested stockholder.
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Section 203 of the DGCL permits a Delaware corporation to elect not to be governed by the provisions of Section 203. Pursuant to our
certificate of incorporation, we expressly elected not to be governed by Section 203. Accordingly, we are not subject to any anti-takeover effects or
protections of Section 203 of the DGCL, although no assurance can be given that we will not elect to be governed by Section 203 of the DGCL pursuant to
an amendment to our certificate of incorporation in the future.
Our future tax liability may be greater than expected if we do not generate deductions or net operating loss ("NOL") carryforwards sufficient to offset
taxable income or if tax authorities challenge certain of our tax positions.
If a holder sells our common stock, the holder will recognize gain or loss equal to the difference between the amount realized and the holder’s
tax basis in the shares of common stock sold. To the extent that the amount of distributions on our common stock exceeds our current and accumulated
earnings and profits, such distributions will be treated as a tax free return of capital and will reduce a holder’s tax basis in its common stock. We expect the
majority of our distributions to be treated as a tax free return of capital through 2023. Because our distributions in excess of our earnings and profits
decrease a holder’s tax basis in our common stock, such excess distributions will result in a corresponding increase in the amount of gain, or a
corresponding decrease in the amount of loss, recognized by the holder upon the sale of our common stock.
Taxable gain or loss on the sale of our common stock could be more or less than expected.
If a holder sells our common stock, the holder will recognize gain or loss equal to the difference between the amount realized and the holder’s tax
basis in the shares of common stock sold. To the extent that the amount of distributions on our common stock exceeds our current and accumulated
earnings and profits, such distributions will be treated as a tax free return of capital and will reduce a holder’s tax basis in its common stock. We do not
expect to have material earnings and profits through 2023. Because our distributions in excess of our earnings and profits decrease a holder’s tax basis in
our common stock, such excess distributions will result in a corresponding increase in the amount of gain, or a corresponding decrease in the amount of
loss, recognized by the holder upon the sale of our common stock.
The IRS Forms 1099-DIV that our stockholders receive from their brokers may over-report dividend income with respect to our common stock for U.S.
federal income tax purposes, which may result in a stockholder’s overpayment of tax. In addition, failure to report dividend income in a manner
consistent with the IRS Forms 1099-DIV may cause the IRS to assert audit adjustments to a stockholder’s U.S. federal income tax return. For nonU.S. holders of our common stock, brokers or other withholding agents may overwithhold taxes from dividends paid, in which case a stockholder
generally would have to timely file a U.S. tax return or an appropriate claim for refund to claim a refund of the overwithheld taxes.
Distributions we pay with respect to our common stock will constitute “dividends” for U.S. federal income tax purposes only to the extent of our
current and accumulated earnings and profits. Distributions we pay in excess of our earnings and profits will not be treated as “dividends” for U.S. federal
income tax purposes; instead, they will be treated first as a tax-free return of capital to the extent of a stockholder’s tax basis in their common stock and then
as capital gain realized on the sale or exchange of such stock. We may be unable to timely determine the portion of our distributions that is a “dividend” for
U.S. federal income tax purposes, which may result in a stockholder’s overpayment of tax with respect to distribution amounts that should have been
classified as a tax-free return of capital. In such a case, a stockholder generally would have to timely file an amended U.S. tax return or an appropriate claim
for refund to obtain a refund of the overpaid tax.
For a U.S. holder of our common stock, the IRS Forms 1099-DIV received from brokersmay not be consistent with our determination of the
amount that constitutes a “dividend” for U.S. federal income tax purposes or a stockholder may receive a corrected IRS Form 1099-DIV (and may therefore
need to file an amended U.S. federal, state or local income tax return). We will attempt to timely notify our stockholders of available information to assist
with income tax reporting (such as posting the correct information on our website). However, the information that we provide to our stockholders may be
inconsistent with the amounts reported by a broker on IRS Form 1099-DIV, and the IRS may disagree with any such information and may make audit
adjustments to a stockholder’s tax return.
For a non-U.S. holder of our common stock, “dividends” for U.S. federal income tax purposes will be subject to withholding of U.S. federal
income tax at a 30% rate (or such lower rate as may be specified by an applicable income tax treaty) unless the dividends are effectively connected with the
conduct of a U.S. trade or business. In the event that we are unable to timely determine the portion of our distributions that constitute a “dividend” for U.S.
federal income tax purposes, or a stockholder’s broker or withholding agent chooses to withhold taxes from distributions in a manner inconsistent with our
determination of the amount that
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constitutes a “dividend” for such purposes, a stockholder’s broker or other withholding agent may overwithhold taxes from distributions paid. In such a
case, a stockholder generally would have to timely file a U.S. tax return or an appropriate claim for refund in order to obtain a refund of the overwithheld
tax.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds.
None.

Item 5.

Other Informatio n.
None.
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Item 6.
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4.1
4.2
4.3

4.4

10.1

10.2
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Exhibits
Certificate of Conversion of Antero Midstream Corporation, dated March 12, 2019 (incorporated by reference to Exhibit 3.2 to the Current
Report on Form 8-K (Commission File No. 001-38075) filed on March 12, 2019).
Certificate of Incorporation of Antero Midstream Corporation, dated March 12, 2019 (incorporated by reference to Exhibit 3.3 to the
Current Report on Form 8-K (Commission File No. 001-38075) filed on March 12, 2019).
Bylaws of Antero Midstream Corporation, dated March 12, 2019 (incorporated by reference to Exhibit 3.4 to the Current Report on Form
8-K (Commission File No. 001-38075) filed on March 12, 2019).
Certificate of Designations of Antero Midstream Corporation, dated March 12, 2019 (incorporated by reference to Exhibit 3.1 to the
Current Report on Form 8-K (Commission File No. 001-38075) filed on March 12, 2019).
Indenture, dated as of February 25, 2019, by and among Antero Midstream Partners LP, Antero Midstream Finance Corporation, the
subsidiary guarantors party thereto and Wells Fargo Bank, National Association, as trustee (incorporated by reference to Exhibit 4.1 to the
Current Report on Form 8-K (Commission File No. 001-36719) filed on February 25, 2019).
Form of 5.75% Senior Note due 2027 (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K (Commission File No.
001-36719) filed on February 25, 2019).
First Supplemental Indenture, dated as of April 15, 2019, among Antero Midstream Partners LP, Antero Midstream Finance Corporation,
Antero Midstream Corporation, each of the other parties identified therein and Wells Fargo Bank, National Association, a national banking
association, to the indenture governing the 2027 Notes (incorporated by reference to Exhibit 4.1 to the Current Report on Form 8-K
(Commission File No. 001-38075) filed on April 15, 2019).
Second Supplemental Indenture, dated as of April 15, 2019, among Antero Midstream Partners LP, Antero Midstream Finance
Corporation, Antero Midstream Corporation, each of the other parties identified therein and Wells Fargo Bank, National Association, a
national banking association to the indenture governing the 2024 Notes (incorporated by reference to Exhibit 4.2 to the Current Report on
Form 8-K (Commission File No. 001-38075) filed on April 15, 2019).
Registration Rights Agreement, dated March 12, 2019, by and among Antero Midstream Corporation, Warburg Pincus Private Equity X
O&G, L.P., Warburg Pincus X Partners, L.P., Warburg Pincus Private Equity VIII, LP, Warburg Pincus Netherlands Private Equity VIII
C.V. I., WP-WPVIII Investors, L.P., Yorktown Energy Partners V, L.P., Yorktown Energy Partners VI, L.P., Yorktown Energy Partners
VII, L.P., Yorktown Energy Partners VIII, L.P., Antero Resources Corporation, Arkrose Subsidiary Holdings LLC, Glen C. Warren, Jr.,
Canton Investment Holdings LLC, Paul M. Rady, Mockingbird Investments, LLC and the Employee Holders named in Schedule I thereto,
acting severally (incorporated by reference to Exhibit 10.2 to Current Report on Form 8-K (Commission File No. 001-36120) filed on
March 13, 2019).
Amendment No. 1 to the Voting Agreement by and between Antero Midstream GP LP and Antero Resources Corporation, dated as of
March 11, 2019 (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K (Commission File No. 001-38075) filed on
March 12, 2019).
Amended and Restated Water Services Agreement dated as of February 12, 2019, by and between Antero Resources Corporation and
Antero Water LLC (incorporated by reference to Exhibit 10.9 to the Annual Report on Form 10-K (Commission File No. 001-38075) filed
on February 13, 2019).
Purchase Agreement, dated as of February 20, 2019 by and among Antero Midstream Partners LP, AM Finance Corporation, the subsidiary
guarantors party thereto and Wells Fargo Bank, National Association, as trustee (incorporated by reference to Exhibit 10.1 to the Current
Report on Form 8-K (Commission File No. 001-38075) filed on February 25, 2019).
Form of Indemnification Agreement (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K (Commission File No.
001-38075) filed on March 12, 2019).
Antero Midstream Corporation Long Term Incentive Plan, effective as of March 12, 2019 (incorporated by reference to Exhibit 10.3 to the
Current Report on Form 8-K (Commission File No. 001-38075) filed on March 12, 2019).
Letter to Phantom Unitholders under the Antero Midstream Partners LP Long-Term Incentive Plan Regarding the Phantom Unit Exchange.
Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 7241).
Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 7241).
Certification of the Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350).
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Certification of the Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350).
Unaudited pro forma condensed combined financial statements of Antero Midstream Corporation.
The following financial information from this Form 10-Q of Antero Midstream Corporation for the quarter ended March 31, 2019,
formatted in XBRL (eXtensible Business Reporting Language): (i) Condensed Consolidated Balance Sheets, (ii) Condensed Consolidated
Statements of Operations, (iii) Condensed Consolidated Statements of Partners’ Capital, (iv) Condensed Consolidated Statements of Cash
Flows, and (v) Notes to the Condensed Consolidated Financial Statements, tagged as blocks of text.

The exhibits marked with the asterisk symbol (*) are filed or furnished with this Quarterly Report on Form 10-Q.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
ANTERO MIDSTREAM CORPORATION
By:

/s/ Michael N. Kennedy
MICHAEL N. KENNEDY
Chief Financial Officer

Date:

May 1, 2019

53

Exhibit 10.7
March 15, 2019
[Name]
[Address]
[City, State, Zip]
Re:

Phantom Unit Exchange

Dear [First Name]:
As you are aware, Antero Midstream GP LP (“AMGP”), Antero Midstream Partners LP (“Antero
Midstream”) and certain of their affiliates entered into a simplification agreement (the “Simplification
Agreement”), pursuant to which AMGP was converted into Antero Midstream Corporation (“New AM”) and
Antero Midstream became a wholly owned subsidiary of New AM (the “Simplification”). Shares of New AM’s
common stock (“New AM Common Stock”) are listed on the New York Stock Exchange (“NYSE”) under the
symbol “AM.”
You were previously granted phantom units (your “Phantom Unit Award(s)”) pursuant to the Antero
Midstream Partners LP Long-Term Incentive Plan (the “AM LTIP”). In connection with the Simplification and
pursuant to Section 4(c) of the AM LTIP, all of your Phantom Unit Award(s) that remained outstanding as of the
closing of the Simplification were converted into restricted stock unit award(s) granted under the Antero
Midstream Corporation Long Term Incentive Plan (the “New AM LTIP” and such award(s), the “Converted
Award(s)”), which, to the extent vested, will be settled in shares of New AM Common Stock. The Converted
Award(s) remain subject to the same terms and conditions originally set forth in your Phantom Unit Grant
Notice(s), Phantom Unit Agreements(s) and the Global Amendment to Grant Notices and Award Agreements
under the Antero Midstream Partners LP Long-Term Incentive Plan (collectively, the “Outstanding Award
Documentation”), including the vesting schedule, except for the changes described below, which are intended to
reflect the Simplification. Accordingly, this letter serves to document the amendments described below that were
deemed to have been made to your outstanding Phantom Unit Award(s) and the Outstanding Award
Documentation, effective of the closing of the Simplification. There is no new award agreement, and you will not
be asked to execute any additional documents. Please keep this letter in your files as documentation of the
amendments described below. The number of unvested Phantom Units subject to your Phantom Unit
Award(s) was multiplied by 1.8926 (rounded to the nearest whole number) to determine the number of shares of
New AM Common Stock subject to your Converted Award(s). You will be able to view your Converted
Award(s) by selecting Antero Midstream Corporation on the UBS website. The existing Antero Midstream
information will remain on the UBS website for historical transaction purposes. (Please note the website is
currently unavailable and will remain unavailable until April 1, 2019.
If you wish to review any information before that date, please contact your UBS Financial Advisors
[Name; Phone Number; Email] or [Name; Phone Number; Email].)

·

The DERs granted in tandem with the Phantom Units subject to your Phantom Unit Award(s) now
represent the right to receive (i) any balance accrued with respect to such DERs as of closing of the
Simplification, plus (ii) any dividends paid or distributions made by New AM from and after the
closing of the Simplification and during the period in which the Converted Award(s) remain
outstanding with respect the number of shares of New AM Common Stock subject to the applicable
Converted Award.

·

References to “Phantom Units” are deemed to refer to Restricted Stock Units (as defined in the New
AM LTIP) and references to “Common Units” are deemed to refer to New AM Common Stock.

·

References to “General Partner” and “Partnership” are deemed to refer to New AM. References to
the “Plan” are deemed to refer to the New AM LTIP.

·

The Converted Award(s) are governed by the terms and conditions of the New AM LTIP and the
Outstanding Award Documentation as modified above.

The amendments to your Phantom Unit Award(s) described herein do not have any federal income tax
impact to you. This letter supersedes any other agreement, correspondence or communication previously received
by you from Antero Midstream, New AM or any of their respective affiliates or subsidiaries with respect to your
Phantom Unit Award(s) or the Converted Award(s). This is your documentation to support the amendments to
your Phantom Unit Award(s) described herein, and you will not be asked to execute any additional documents.
Your employment status was not affected by the Simplification or any of the related transactions—Antero
Resources Corporation continues to be your employing entity.
If you have any questions regarding the foregoing, please contact John Giannaula at [
Sincerely,
Antero Midstream Corporation

Name:
Title:

2

].

Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
I, Paul M. Rady, Chief Executive Officer of Antero Midstream Corporation, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2019 of Antero Midstream Corporation (the “registrant”);

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared; and

b.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: May 1, 2019
/s/ Paul M. Rady
Paul M. Rady
Chief Executive Officer

Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
I, Michael N. Kennedy, Chief Financial Officer of Antero Midstream Corporation, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2019 of Antero Midstream Corporation (the “registrant”);

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared; and

b.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: May 1, 2019
/s/ Michael N. Kennedy
Michael N. Kennedy
Chief Financial Officer

Exhibit 32.1
CERTIFICATION OF
CHIEF EXECUTIVE OFFICER
OF ANTERO MIDSTREAM CORPORATION
PURSUANT TO 18 U.S.C. SECTION 1350
In connection with this Quarterly Report on Form 10-Q of Antero Midstream Corporation for the quarter ended March 31, 2019, I, Paul M. Rady, Chief
Executive Officer of Antero Midstream Corporation, hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002, that to my knowledge:
1.

This Quarterly Report on Form 10-Q for the quarter ended March 31, 2019 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2.

The information contained in this Quarterly Report on Form 10-Q for the quarter ended March 31, 2019 fairly presents, in all material respects, the
financial condition and results of operations of Antero Midstream Corporation for the periods presented therein.

Date: May 1, 2019
/s/ Paul M. Rady
Paul M. Rady
Chief Executive Officer

Exhibit 32.2
CERTIFICATION OF
CHIEF FINANCIAL OFFICER
OF ANTERO MIDSTREAM CORPORATION
PURSUANT TO 18 U.S.C. SECTION 1350
In connection with this Quarterly Report on Form 10-Q of Antero Midstream Corporation for the quarter ended March 31, 2019, I, Michael N. Kennedy,
Chief Financial Officer of Antero Midstream Corporation, hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that to my knowledge:
1.

This Quarterly Report on Form 10-Q for the quarter ended March 31, 2019 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2.

The information contained in this Quarterly Report on Form 10-Q for the quarter ended March 31, 2019 fairly presents, in all material respects, the
financial condition and results of operations of Antero Midstream Corporation for the periods presented therein.

Date: May 1, 2019
/s/ Michael N. Kennedy
Michael N. Kennedy
Chief Financial Officer

EXHIBIT 99.1
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
Set forth below are the unaudited pro forma condensed combined statements of operations and comprehensive income of Antero Midstream
Corporation for the three months ended March 31, 2018 and 2019. The unaudited pro forma condensed combined financial statements for the three months
ended March 31, 2018 have been derived from (i) the unaudited condensed consolidated financial statements of Antero Midstream GP LP (“AMGP”) for
the three months ended March 31, 2018 and (ii) the unaudited condensed consolidated financial statements of Antero Midstream Partners LP (“Antero
Midstream Partners”) for the three months ended March 31, 2018, adjusted to reflect the acquisition of Antero Midstream Partners by AMGP. The
unaudited pro forma condensed combined financial statements for the three months ended March 31, 2019 have been derived from (i) the unaudited
condensed consolidated financial statements of Antero Midstream Corporation for the three months ended March 31, 2019 and (ii) the unaudited condensed
consolidated financial information of Antero Midstream Partners for the period from January 1, 2019 through March 12, 2019, adjusted to reflect the
acquisition of Antero Midstream by AMGP.
On March 12, 2019, pursuant to that certain Simplification Agreement, dated October 9, 2018 (the “Simplification Agreement”), (i) AMGP
converted from a limited partnership to a corporation under the laws of the State of Delaware (the “Conversion”) and changed its name to Antero
Midstream Corporation, (ii) a wholly owned subsidiary of Antero Midstream Corporation merged with and into Antero Midstream Partners, with Antero
Midstream Partners surviving such merger as an indirect, wholly owned subsidiary of Antero Midstream Corporation (the “Merger”) and (iii) Antero
Midstream Corporation exchanged each issued and outstanding Series B Unit (each, a “Series B Unit”) representing a membership interest in Antero IDR
Holdings LLC (“IDR Holdings”) for 176.0041 shares of Antero Midstream Corporation common stock (the “Series B Exchange” and, together with the
Conversion, the Merger and the other transactions contemplated by the Simplification Agreement, the “Transactions”). As a result of the Transactions,
Antero Midstream Partners is now a wholly owned subsidiary of Antero Midstream Corporation and former shareholders of AMGP, unitholders of Antero
Midstream Partners, including Antero Resources Corporation (“Antero Resources”), and holders of Series B Units now own Antero Midstream
Corporation’s common stock (“Antero Midstream Corporation Common Stock”).
As discussed further in the notes to the unaudited pro forma condensed combined financial statements, the Transactions include:
·

the issuance by Antero Midstream Corporation of one share of Antero Midstream Corporation Common Stock for each outstanding common
share representing limited partner interests in AMGP (each, an “AMGP Common Share”) outstanding immediately prior to the Conversion;

·

the issuance by Antero Midstream Corporation of 10,000 shares of Series A Non-Voting Perpetual Preferred Stock of Antero Midstream
Corporation (the “Antero Midstream Corporation Preferred Stock”) to Antero Midstream Preferred Co LLC, a wholly owned subsidiary of
AMGP (“Preferred Co”), for consideration of $0.01 per share;

·

the issuance by Antero Midstream Corporation of approximately 158.4 million shares of Antero Midstream Corporation Common Stock in
exchange for all the common units representing limited partner interests in Antero Midstream Partners (the “Antero Midstream Common Units”)
held by Antero Resources, which assumes that Antero Resources receives $3.00 in cash and 1.6023 shares of Antero Midstream Corporation
Common Stock for each Antero Midstream Common Unit held;

·

the issuance by Antero Midstream Corporation of approximately 144.6 million shares of Antero Midstream Corporation Common Stock in
exchange for all Antero Midstream Common Units held by the unitholders of Antero Midstream other than Antero Resources (the “Antero
Midstream Public Unitholders”), which assumes that Antero Midstream Public Unitholders receive $3.415 in cash and 1.6350 shares of New AM
Common Stock for each Antero Midstream Common Unit held;

·

the issuance by Antero Midstream Corporation of approximately 17.35 million shares of New AM Common Stock in exchange for all Series B
Units in the Series B Exchange;

·

the payment of cash consideration of approximately $599 million from borrowings under Antero Midstream Partners' revolving credit facility;
and

·

the elimination of the burden of Antero Midstream Partners’ incentive distribution rights.

No effect was given to the conversion of phantom unit awards outstanding under Antero Midstream Partners’ long-term incentive plan, which
awards were converted into restricted stock units of Antero Midstream Corporation, with substantially the same terms and conditions (including with
respect to vesting) applicable to such Antero Midstream Partners phantom unit award. The issuance of Antero Midstream Corporation Common Stock for
unvested Series B Units will result in an additional charge to equity-

based compensation expense from the date of the completion of the Transactions through December 31, 2019. The increase in value was calculated based
on the value of the Antero Midstream Corporation Common Stock transferred for the Series B Units relative to the value of the Series B Units immediately
prior to the Series B Exchange. Based on the value of the Series B Units, and assuming a value of the Antero Midstream Corporation Common Stock based
on the closing sales price of the AMGP Common Shares at March 12, 2019, the additional charge is approximately $31 million, which will be amortized
over the remainder of 2019.
AMGP was the sole member of Antero Midstream Partners GP LLC, the general partner of Antero Midstream Partners, and also controlled the
incentive distribution rights in Antero Midstream Partners through its ownership interest in IDR Holdings (subject to the rights of the holders of Series B
Units to receive distributions in respect of their Series B Units). As a result of the Merger, Antero Midstream Partners became an indirect, wholly owned
subsidiary of Antero Midstream Corporation, and former Antero Midstream Partners unitholders now collectively own a majority of the outstanding Antero
Midstream Corporation Common Stock. The unaudited pro forma condensed combined financial statements should be read in conjunction with the
unaudited consolidated financial statements and related notes included in AMGP’s and Antero Midstream Partners' respective Quarterly Reports on
Form 10-Q for the three months ended March 31, 2018 as well as Antero Midstream Corporation’s Quarterly Report on Form 10-Q for the three months
ended March 31, 2019, each as filed with the Securities and Exchange Commission.
The unaudited pro forma condensed combined financial statements were prepared as if the Transactions had occurred as of January 1, 2018. We
derived the following unaudited pro forma condensed combined financial statements by applying pro forma adjustments to the historical unaudited
consolidated financial statements of AMGP for the three months ended March 31, 2018 and to the unaudited consolidated financial statements of Antero
Midstream Corporation for the three months ended March 31, 2019. The Transactions have been accounted for as a business combination under ASC 805 –
Business Combinations.
The pro forma adjustments are based upon currently available information and certain estimates and assumptions; therefore, actual results may
differ from the pro forma adjustments. We believe, however, that the assumptions provide a reasonable basis for presenting the significant effects of the
Transactions and are factually supportable, directly attributable and are expected to have a continuing impact on Antero Midstream Corporation’s profit and
loss and that the pro forma adjustments give appropriate effect to management's assumptions and are properly applied in the unaudited pro forma condensed
combined financial statements. The notes to the unaudited pro forma condensed combined financial statements provide a detailed discussion of how such
adjustments were derived and presented in the unaudited pro forma condensed combined financial statements.
The unaudited pro forma condensed combined financial statements are presented for informational purposes only. The unaudited pro forma condensed
combined financial statements do not purport to represent what the results of operations or financial condition would have been had the transactions to
which the pro forma adjustments relate actually occurred on the dates indicated and they do not purport to project the results of operations or financial
condition for any future period or as of any future date.

ANTERO MIDSTREAM CORPORATION
Unaudited Pro Forma Condensed Consolidated Statement of Operations and Comprehensive Income
For the Three Months Ended March 31, 2018
(In thousands, except per share amounts)

Antero
Midstream
GP LP

Revenues:
Equity in earnings of Antero Midstream Partners LP
Gathering and compression–Antero Resources
Water handling and treatment–Antero Resources
Water handling and treatment–third party
Amortization of customer relationships
Total revenues
Operating expenses:
Direct operating
General and administrative (excluding equity-based compensation)
Equity-based compensation
Depreciation
Accretion and change in fair value of contingent acquisition consideration
Accretion of asset retirement obligations
Total operating expenses
Operating income
Other income (expenses)
Interest expense, net
Equity in earnings of unconsolidated affiliates
Income before income taxes
Provision for income taxes (expense) benefit:
Current
Deferred
Total income taxes

$

Net income per common share or unit–basic
Net income per common share or unit–diluted
Weighted average number of common shares or units outstanding–basic
Weighted average number of common shares or units outstanding–diluted

Pro Forma
Adjustments

Pro Forma
Antero
Midstream
Corporation

28,453
—
—
—
—
28,453

—
108,177
120,889
525
—
229,591

(28,453)(a)
—
—
—
(8,440)(b)
(36,893)

—
108,177
120,889
525
(8,440)
221,151

—
925
8,635
—
—
—
9,560
18,893

67,256
8,244
6,211
32,432
3,874
34
118,051
111,540

—
—
—
11,925 (c)
—
—
11,925
(48,818)

67,256
9,169
14,846
44,357
3,874
34
139,536
81,615

—
—
18,893

(11,297)
7,862
108,105

(5,441)(d)
(2,959)(e)
(57,218)

(16,738)
4,903
69,780

(6,088)
—
(6,088)

—
—
—

6,088 (f)
(18,810)(f)
(12,722)

—
(18,810)
(18,810)

—
12,805

(28,453)
79,652

28,453 (g)
(41,487)

—
50,970

$

(413)
12,392

—
79,652

413 (h)
(41,074)

—
50,970

$
$

0.07
0.07

0.43
0.43

186,188
186,188

186,934
187,173

Net income attributable to incentive distribution rights
Net income and comprehensive income
Net income attributable to vested Series B units
Net income attributable to common shareholders or unitholders

Antero
Midstream
Partners LP

See accompanying notes to the unaudited pro forma condensed consolidated financial statements.

0.10
0.10
314,655 (i)
321,544 (i)

500,843
507,732

ANTERO MIDSTREAM CORPORATION
Unaudited Pro Forma Condensed Consolidated Statement of Operations and Comprehensive Income
For the Three Months Ended March 31, 2019
(In thousands, except per share amounts)

Antero
Midstream
Corporation

Revenues:
Equity in earnings of Antero Midstream Partners LP
Gathering and compression–Antero Resources
Water handling and treatment–Antero Resources
Water handling and treatment–third party
Amortization of customer relationships
Total revenues
Operating expenses:
Direct operating
General and administrative (excluding equity-based compensation)
Equity-based compensation
Impairment of property and equipment
Depreciation
Accretion and change in fair value of contingent acquisition consideration
Accretion of asset retirement obligations
Total operating expenses
Operating income
Other income (expenses)
Interest expense, net
Equity in earnings of unconsolidated affiliates
Income before income taxes
Provision for income taxes (expense) benefit:
Current
Deferred
Total income taxes

$

Net income per common share or unit–basic
Net income per common share or unit–diluted
Weighted average number of common shares or units outstanding–basic
Weighted average number of common shares or units outstanding–diluted

Pro Forma
Antero
Midstream
Corporation

Pro Forma
Adjustments

—
33,534
22,351
4
(1,781)
54,108

—
124,773
93,537
51
—
218,361

—
—
—
—
(6,659)(b)
(6,659)

—
158,307
115,888
55
(8,440)
265,810

14,982
8,386
11,423
—
7,650
1,049
10
43,500
10,608

64,818
16,316
2,477
6,982
21,707
1,928
63
114,291
104,070

—
(15,345)(j)
—
—
9,408 (c)
—
—
(5,937)
(722)

79,800
9,357
13,900
6,982
38,765
2,977
73
151,854
113,956

(6,217)
2,880
7,271

(16,815)
12,264
99,519

171 (d)
(2,335)(e)
(2,886)

(22,861)
12,809
103,904

—
2,377
2,377

—
—
—

—
(24,158)(f)
(24,158)

—
(21,781)
(21,781)

—
9,648

—
99,519

—
(27,044)

—
82,123

$

—
9,648

—
99,519

—
(27,044)

—
82,123

$
$

0.04
0.04

Net income attributable to incentive distribution rights
Net income and comprehensive income
Net income attributable to vested Series B units
Net income attributable to common shareholders or unitholders

Antero
Midstream
Partners LP (k)

253,877
254,903

See accompanying notes to the unaudited pro forma condensed consolidated financial statements.

0.16
0.16
246,966
252,829

(i)
(i)

500,843
507,732

ANTERO MIDSTREAM CORPORATION
Notes to the Unaudited Pro Forma Condensed Consolidated Financial Statements
(1) Basis of Presentation
The unaudited pro forma condensed combined financial statements were prepared as if the Transactions had occurred as of January 1, 2018
. The
Transactions have been accounted for as an acquisition by AMGP of Antero Midstream Partners under ASC 805, Business Combinations, and accounted
for as a business combination, with the assumed assets and liabilities of Antero Midstream Partners recorded at fair value. Dividends related to the Series A
Non-Voting Preferred Stock are considered to be de minimis to the net income per common share calculations and, therefore, are not reflected in the pro
forma adjustments.
(2) Pro Forma Adjustments and Assumptions
(a) Adjustment reflects the elimination of AMGP's equity in earnings in Antero Midstream Partners.
(b) Adjustment reflects the amortization of the customer relationships intangible asset.
(c) Adjustment reflects additional depreciation expense related to the fair value adjustment to property and equipment.
(d) Adjustment reflects additional interest expense due to the increase of $599 million in outstanding indebtedness, assuming an effective interest
rate of 3.8%, and the amortization of the fair value adjustment to long-term debt.
(e) Adjustment reflects a reduction in equity in earnings of affiliates for the amortization of the customer relationship intangible assets and
depreciation related to the fair value adjustments to property and equipment, inherent within the fair value adjustment to investments in
unconsolidated affiliates.
(f) Adjustment reflects an increase in income taxes resulting from the adjusted combined pro forma pre-tax income, adjusted for the effects of
permanent book to tax differences, based on the estimated blended federal and state statutory tax rate of approximately 25% for year ended
December 31, 2018, as well as a reclassification of AMGP’s current income tax expense to deferred income tax expense. The pro forma
adjustments to income taxes are treated as deferred income tax expense as the tax treatment of the Transactions results in an increase in the
depreciable and amortizable basis in Antero Midstream Partners’ assets for tax purposes.
(g) Adjustment reflects the elimination of the burden of Antero Midstream Corporation’s incentive distribution rights in Antero Midstream Partners’
distributions.
(h) Adjustment reflects the elimination of net income attributable to vested Series B Units.
(i) Adjustment reflects the issuance of approximately 186.2 million shares of Antero Midstream Corporation Common Stock in connection with the
Conversion and the issuance of approximately 303.1 million shares of Antero Midstream Corporation Common Stock.
(j) Adjustment reflects a reduction to general and administrative expenses for expenses of the Transactions charged to expense.
(k) Reflects results of Antero Midstream Partners for the period from January 1, 2019 to March 12, 2019.

