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Introductory Note Regarding Definitions
The registrant, Aris Water Solutions, Inc. (“Aris Inc.”), was incorporated on May 26, 2021 as a Delaware corporation. Aris Inc.
was formed to serve as the issuer in an initial public offering (“IPO” or the “Offering”) of equity, which was completed on
October 26, 2021. Concurrent with the completion of the Offering, Aris Inc. became the new parent holding company of Solaris
Midstream Holdings, LLC (“Solaris LLC”), a Delaware limited liability company. Except as otherwise indicated or required by
the context, all references to the “Company,” “we,” “our,” and “us” or similar terms refer to (i) Solaris LLC and its consolidated
subsidiaries before the completion of the Offering and (ii) Aris Inc. and its consolidated subsidiaries as of the completion of the
Offering and thereafter.
Cautionary Note Regarding Forward-Looking Statements
This Quarterly Report on Form 10‑Q (this “Quarterly Report”) includes “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act
of 1934, as amended (the “Exchange Act”). All statements other than statements of historical fact contained in this Quarterly
Report, including, without limitation, statements regarding our future results of operations or financial condition, business
strategy and plans and objectives of management for future operations, are forward-looking statements. In some cases, you
can identify forward-looking statements by terminology such as “anticipate,” “guidance,” “preliminary,” “project,” “estimate,”
“expect,” “continue,” “intend,” “plan,” “believe,” “forecast,” “future,” “potential,” “may,” “possible,” “could” and variations of such
words or similar expressions.
You should not rely on forward-looking statements as predictions of future events. We have based the forward-looking
statements contained in this Quarterly Report primarily on our current expectations and projections about future events and
trends that we believe may affect our business, financial condition and operating results. The outcome of the events described
in these forward-looking statements is subject to risks, uncertainties and other factors described in the section titled “Risk
Factors” in our Annual Report on Form 10-K for the year ended December 31, 2021 (our “2021 Annual Report”) and found
elsewhere in this Quarterly Report, including, but not limited to, the following:
●

the impact of the current conflict between Russia and Ukraine on the global economy, including its impacts on
financial markets and the energy industry;

●

impacts of cost inflation on our operating margins;

●

the impact of current and future laws, rulings and federal and state governmental regulations, including those related
to hydraulic fracturing, accessing water, handling of produced water, carbon pricing, taxation of emissions, seismic
activity, drilling and right-of-way access on federal lands, income taxes and various other matters;

●

our reliance on a limited number of customers and a particular region for substantially all of our revenues;

●

our ability to renew or replace expiring contracts on acceptable terms;

●

risks related to acquisitions and organic growth projects, including our ability to realize their expected benefits;

●

capacity constraints on regional oil, natural gas and water gathering, processing and pipeline systems that result in a
slowdown or delay in drilling and completion activity, and thus a slowdown or delay in the demand for our services;
3
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●

our ability to retain key management and employees and to hire and retain skilled labor;

●

our health, safety and environmental performance;

●

delays or restrictions in obtaining, utilizing or maintaining permits and/or rights-of-way by us or our customers;

●

constraints in supply or availability of equipment used in our business;

●

physical, electronic and cybersecurity breaches; and

●

the other risks described in our 2021 Annual Report filed with the United States Securities and Exchange Commission
(“SEC”).

Many of the factors that will determine our future results are beyond the ability of management to control or predict. Should
one or more of the risks or uncertainties described in this Quarterly Report or in our 2021 Annual Report 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, are expressly qualified in their entirety by
this cautionary statement.
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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements
Aris Water Solutions, Inc.
Condensed Consolidated Balance Sheets
(unaudited)
(in thousands, except for share and per share amounts)

June 30,
2022

Assets
Cash
Accounts Receivable, Net
Accounts Receivable from Affiliate
Other Receivables
Prepaids and Deposits
Assets Held for Sale
Total Current Assets
Fixed Assets
Property, Plant and Equipment
Accumulated Depreciation
Total Property, Plant and Equipment, Net
Intangible Assets, Net
Goodwill
Deferred Income Tax Assets, Net
Right-of-Use Assets
Other Assets
Total Assets
Liabilities and Stockholders' Equity
Accounts Payable
Payables to Affiliate
Accrued and Other Current Liabilities
Total Current Liabilities
Long-Term Debt, Net of Debt Issuance Costs
Asset Retirement Obligation
Tax Receivable Agreement Liability
Other Long-Term Liabilities
Total Liabilities
Commitments and Contingencies (see Note 10)
Stockholders' Equity
Preferred Stock $0.01 par value, 50,000,000 authorized. None issued or outstanding as
of June 30, 2022 and December 31, 2021
Class A Common Stock $0.01 par value, 600,000,000 authorized, 22,114,538 issued
and 22,104,347 outstanding as of June 30, 2022; 21,858,022 issued and 21,847,831
outstanding as of December 31, 2021
Class B Common Stock $0.01 par value, 180,000,000 authorized, 31,460,103 issued
and outstanding as of June 30, 2022; 31,716,104 issued and outstanding as of
December 31, 2021
Treasury Stock (at Cost), 10,191 shares as of June 30, 2022 and December 31, 2021
Additional Paid-in-Capital
Accumulated Deficit
Total Stockholders' Equity Attributable to Aris Water Solutions, Inc.
Noncontrolling Interests
Total Stockholders' Equity
Total Liabilities and Stockholders' Equity

$

$
$

$

December 31,
2021

35,135
63,543
21,683
2,874
4,730
7,450
135,415
743,021
(74,488)
668,533
286,562
34,585
22,405
7,067
1,566
1,156,133
19,283
2,119
55,530
76,932
392,986
7,475
78,116
5,631
561,140

$

$
$

700,756
(67,749)
633,007
304,930
34,585
19,933
—
1,850
1,126,693
7,082
1,499
40,464
49,045
392,051
6,158
75,564
1,336
524,154

—

—

220

218

315
(135)
217,839
(5,415)
212,824
382,169
594,993
1,156,133

$

The accompanying notes are an integral part of these condensed consolidated financial statements
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60,055
41,973
20,191
4,126
6,043
—
132,388

317
(135)
212,926
(457)
212,869
389,670
602,539
1,126,693
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Aris Water Solutions, Inc.
Condensed Consolidated Statements of Operations
(unaudited)
Three Months Ended
June 30,
2022
2021

(in thousands, except for share and per share amounts)
Revenue
Produced Water Handling
Produced Water Handling — Affiliates
Water Solutions
Water Solutions — Affiliates
Other Revenue
Total Revenue
Cost of Revenue
Direct Operating Costs
Depreciation, Amortization and Accretion
Total Cost of Revenue
Operating Costs and Expenses
Abandoned Well Costs
General and Administrative
Impairment of Long-Lived Assets
Loss on Asset Disposal and Other
Total Operating Expenses
Operating Income
Other Expense
Interest Expense, Net
Other
Total Other Expense
Income (Loss) Before Income Taxes
Income Tax Expense (Benefit)
Net Income (Loss)
Equity Accretion and Dividend — Redeemable Preferred Units
Net Income (Loss) Attributable to Stockholders'/Members' Equity
Net Income (Loss) Attributable to Noncontrolling Interest
Net Income (Loss) Attributable to Aris Water Solutions, Inc.

$

Net Income (Loss) Per Share of Class A Common Stock
Basic
Diluted
Weighted Average Shares of Class A Common Stock Outstanding
Basic
Diluted

35,525
23,207
14,708
2,828
118
76,386

$

25,078
20,995
2,215
8,296
—
56,584

Six Months Ended
June 30,
2022
2021
$

70,625
44,288
26,352
5,972
118
147,355

46,729
39,081
4,158
12,805
—
102,773

30,781
16,203
46,984

22,452
15,215
37,667

57,452
32,782
90,234

43,206
30,172
73,378

5,415
11,648
—
513
17,576
11,826

—
5,317
—
1,333
6,650
12,267

5,415
22,378
15,597
1,577
44,967
12,154

—
10,012
—
1,650
11,662
17,733

7,324
380
7,704
4,563
2
4,561
14
4,575

15,100
—
15,100
(2,946)
(368)
(2,578)
—
(2,578)
(1,750)
(828)

9,975
380
10,355
7,378
2
7,376
21
7,397

$

7,315
—
7,315
4,511
472
4,039
—
4,039
2,645
1,394

$
$

0.06
0.05
21,984,313
22,101,106

$

$
$
$

(0.05)
(0.05)
21,918,639
21,918,639

The accompanying notes are an integral part of these condensed consolidated financial statements
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Aris Water Solutions, Inc.
Condensed Consolidated Statements of Cash Flows
(unaudited)
(in thousands)

Six Months Ended June 30,
2022
2021

Cash Flow from Operating Activities
Net (Loss) Income
Adjustments to reconcile Net (Loss) Income to Net Cash provided by Operating
Activities:
Deferred Income Tax Benefit
Depreciation, Amortization and Accretion
Stock-Based Compensation
Impairment of Long-Lived Assets
Abandoned Well Costs
Loss on Disposal of Asset, Net
Abandoned Projects
Amortization of Debt Issuance Costs, Net
Loss on Debt Modification
Other
Changes in Operating Assets and Liabilities:
Accounts Receivable
Accounts Receivable from Affiliate
Other Receivables
Prepaids, Deposits and Other Current Assets
Accounts Payable
Payables to Affiliate
Deferred Revenue
Accrued Liabilities and Other
Net Cash Provided by Operating Activities

$

Cash Flow from Investing Activities
Property, Plant and Equipment Expenditures
Net Cash Used in Investing Activities
Cash Flow from Financing Activities
Dividends and Distributions Paid
Proceeds from Senior-Sustainability Linked Notes
Payments of Debt Issuance Costs Related to Issuance of Senior- Sustainability
Linked Notes
Repayment of Credit Facility
Redemption of Redeemable Preferred Units
Payments of Debt Issuance Costs Related to Credit Facility
Members' Contributions
Net Cash (Used In) Provided by Financing Activities
Net (Decrease) Increase in Cash
Cash, Beginning of Period
Cash, End of Period

$

(2,578)

$

(384)
32,782
5,539
15,597
5,415
578
66
1,099
—
327

—
30,172
—
—
—
217
1,356
763
380
—

(20,922)
(1,492)
1,021
1,313
(2,201)
620
14
463
37,257

(4,367)
(6,808)
602
1,711
(4,817)
(191)
(50)
4,346
30,690

(48,318)
(48,318)

(42,353)
(42,353)

(13,859)
—

—
400,000

—
—
—
—
—
(13,859)

(9,352)
(297,000)
(74,357)
(1,442)
5
17,854

(24,920)
60,055
35,135

6,191
24,932
31,123

$

The accompanying notes are an integral part of these condensed consolidated financial statements
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Aris Water Solutions, Inc.
Condensed Consolidated Statements of Stockholders’/Members’ Equity
(unaudited)
(in thousands, except for share and per share amounts)

Balance at January 1, 2022
Redemption of Class B Shares for Class A Shares
Stock-based Compensation Expense
Increase in TRA Liability Related to Share Redemption
Deferred Tax Assets Acquired
Dividends and Distributions ($0.09 per share)
Net Loss
Balance at March 31, 2022
Redemption of Class B Shares for Class A Shares
Stock-based Compensation Expense
Increase in TRA Liability Related to Share Redemption
Deferred Tax Assets Acquired
Dividends and Distributions ($0.09 per share)
Net Income
Balance at June 30, 2022

Class A
Common Stock
Amount
Shares
$ 218
21,858,022
1
148,087
515
219
22,006,624
1
107,914
$ 220
22,114,538

Three and Six Months Ended June 30, 2022
Class B
Additional
NonCommon Stock
Paid-in
Treasury Stock
Accumulated
controlling
Amount
Shares
Capital
Amount Shares
Deficit
Interest
$ 317
31,716,104
$ 212,926
$ (135) 10,191
$
(457) $ 389,670
(1)
(148,087)
1,786
(1,786)
958
1,379
(1,531)
1,666
(2,062)
(2,947)
(2,222)
(4,395)
316
31,568,017
215,805
(135) 10,191
(4,741)
381,921
(1)
(107,914)
1,315
(1,315)
1,318
1,884
(1,021)
422
(2,068)
(2,966)
1,394
2,645
$ 315
31,460,103
$ 217,839
$ (135) 10,191
$
(5,415) $ 382,169

Total
Stockholders'
Equity
$
602,539
2,337
(1,531)
1,666
(5,009)
(6,617)
593,385
3,202
(1,021)
422
(5,034)
4,039
$
594,993

Three and Six Months
Ended
June 30, 2021
Members'
Equity
Balance at January 1, 2021
Capital Contributions
Accretion and Dividend—Redeemable Preferred Units
Net Income
Balance at March 31, 2021
Accretion and Dividend—Redeemable Preferred Units
Net Income
Balance at June 30, 2021

$

$

The accompanying notes are an integral part of these condensed consolidated financial statements
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Aris Water Solutions, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements
(unaudited)
1. Organization and Background of Business
Aris Water Solutions, Inc. (“Aris Inc.”, the “Company”, “we”, “our, or “us”) is an independent, environmentally-focused company
headquartered in Houston, Texas, that, through its controlling interest in Solaris Midstream Holdings, LLC, a Delaware limited
liability company (“Solaris LLC”), provides sustainability-enhancing services to oil and natural gas operators. We strive to build
long-term value through the development, construction and operation of integrated produced water handling and recycling
infrastructure that provides high-capacity, comprehensive produced water management, recycling and supply solutions for
operators in the Permian Basin.
We were incorporated on May 26, 2021 as a Delaware corporation and were formed to serve as the issuer in an initial public
offering of equity (the “IPO” or “Offering”) that occurred on October 26, 2021.
Concurrent with the completion of the IPO, we became the new parent holding company of Solaris LLC. As the sole managing
member of Solaris LLC, we operate and control the business and affairs of Solaris LLC, and through Solaris LLC and its
subsidiaries, conduct our business. We consolidate the financial results of Solaris LLC and report noncontrolling interest
related to the portion of Solaris LLC units not owned by us.
In these condensed consolidated financial statements, periods prior to IPO closing reflect the financial statements of Solaris
LLC and its subsidiaries. Periods subsequent to IPO closing on October 26, 2021 reflect the financial statements of the
consolidated Company including Aris Inc., Solaris LLC and Solaris LLC’s subsidiaries.
2. Basis of Presentation and Significant Accounting Policies
Basis of Presentation
All dollar amounts, except per share amounts, in the financial statements and tables in the notes are stated in thousands of
dollars unless otherwise indicated.
Interim Financial Statements
Our accompanying financial statements have been prepared in accordance with accounting principles generally accepted in
the United States (“GAAP”). These financial statements have not been audited by our independent registered public
accounting firm.
These financial statements include the adjustments and accruals, all of which are of a normal recurring nature, necessary for a
fair presentation of the results for the interim periods. These interim results are not necessarily indicative of results for a full
year. Certain information and footnote disclosures normally included in financial statements prepared in accordance with
GAAP have been condensed or omitted pursuant to the rules and regulations of the SEC. These unaudited condensed
consolidated financial statements should be read in conjunction with the consolidated financial statements and accompanying
notes included in our Annual Report on Form 10-K for the year ended December 31, 2021.
Consolidation
We have determined that the members with equity at risk in Solaris LLC lack the authority, through voting rights or similar
rights, to direct the activities that most significantly impact Solaris LLC’s economic performance; therefore, Solaris LLC is
considered a variable interest entity (“VIE”). As the managing member of Solaris LLC, we operate and control the business
and affairs of Solaris LLC as well as have the obligation
9
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to absorb losses or the right to receive benefits that could be potentially significant to us. Therefore, we are considered the
primary beneficiary and consolidate Solaris LLC.
Noncontrolling Interests
As of June 30, 2022, we own approximately 41% of Solaris LLC. Our consolidated financial statements include noncontrolling
interests representing the percentage of Solaris LLC units not held by us.
Use of Estimates
Management has made certain estimates and assumptions that affect reported amounts in these financial statements and
disclosures of contingencies. These critical estimates include, among others, determining the fair value of assets acquired and
liabilities assumed in acquisitions or disposed through sale, determining the fair value and related impairment of assets held
for sale, determining the fair value of assets acquired and liabilities assumed in nonmonetary exchanges, determining the fair
value of performance-based restricted stock units (“PSUs”), useful lives of property, plant and equipment and amortizable
intangible assets, the fair value of asset retirement obligations (“ARO”), accruals for environmental matters, the income tax
provision, valuation allowances for deferred tax assets, and the liability associated with our Tax Receivable Agreement (the
“TRA liability”). Management evaluates estimates and assumptions on an ongoing basis using historical experience and other
factors, including current economic and industry conditions. Actual results could differ from management’s estimates as
additional information or actual results become available in the future, and those differences could be material.
Significant Accounting Policies
See Note 2. Significant Accounting Policies to our consolidated financial statements in our Annual Report on Form 10-K for the
year ended December 31, 2021 for the discussion of our significant accounting policies. Other than the updates noted below in
Recently Adopted Accounting Pronouncements, there were no significant updates or revisions to our accounting policies
during the six months ended June 30, 2022.
Fair Value Information
The fair value of our 7.625% Senior Sustainability-Linked Notes (the “Notes”), which are fixed-rate debt, is estimated based on
the published market prices for the same or similar issues. Management has designated this measurement as a Level 2 fair
value measurement. Fair value information regarding our debt is as follows:
(in thousands)

June 30, 2022
Carrying
Amount

Senior Sustainability-Linked Notes

$

December 31, 2021
Carrying
Fair
Amount
Value

Fair
Value

400,000

$

378,816

$

400,000

$

424,000

The carrying values of our financial instruments, consisting of cash, accounts receivable, and accounts payable, approximate
their fair values due to the short maturity of such instruments.
Intangible Assets
Intangible assets are net of accumulated amortization of $78.5 million and $60.1 million at June 30, 2022 and December 31,
2021, respectively.
Related Parties
In 2020, we and ConocoPhillips, one of our principal owners, entered into a 13-year water gathering and handling agreement,
pursuant to which ConocoPhillips agreed to dedicate all the produced water generated
10
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from its current and future acreage in a defined area of mutual interest in New Mexico and Texas. As of June 30, 2022 and
December 31, 2021, we had accounts receivable from ConocoPhillips of $21.7 million and $20.2 million, respectively, that
were recorded in accounts receivable from affiliate. As of June 30, 2022 and December 31, 2021, we had payables to
ConocoPhillips of $2.1 million and $1.5 million, respectively, that were recorded in payables to affiliate. Revenues and
expenses related to ConocoPhillips were as follows:
(in thousands)

Three Months Ended
June 30,
2022
2021

Revenues from ConocoPhillips
Operating Expense Reimbursed to ConocoPhillips

$

26,035
375

$

29,291
(73)

Six Months Ended
June 30,
2022
2021

$

50,260
760

$

51,886
728

Operating expenses reimbursed to ConocoPhillips are related to ConocoPhillips’ costs for operating certain assets on our
behalf between closing and the transfer of the acquired assets and other ongoing operating expenses.
Recently Adopted Accounting Pronouncements
Leases. Effective January 1, 2022, we adopted Accounting Standards Update (“ASU”) No. 2016-02: Leases and its
subsequent amendments (collectively, “ASC Topic 842”). ASC Topic 842 supersedes prior accounting guidance for leases and
requires, among other things, lessees to recognize substantially all right-of-use (“ROU”) assets and lease liabilities on the
balance sheet. Certain practical expedients are allowed for leases with terms of 12 months or less. ASC Topic 842 also
requires disclosures designed to give financial statement users information on the amount, timing, and uncertainty of cash
flows arising from leases. Our adoption and implementation of ASC Topic 842 as of January 1, 2022 resulted in the recognition
of right-of-use assets of $7.9 million and lease liabilities of $7.3 million.
We made policy elections not to capitalize short-term leases for all asset classes and not to separate non-lease components
from lease components for all asset classes, except for real estate leases. We also did not elect the package of practical
expedients that allowed for certain considerations under the original “Leases (Topic 840)” accounting standard to be carried
forward upon adoption of ASU 2016-02.
ASU No. 2018-11, “Targeted Improvements,” provides a transition election not to restate comparative periods for the effects of
applying the new lease standard. This transition election permits entities to change the date of initial application to the
beginning of the year of adoption and to recognize the effects of applying the new standard as a cumulative-effect adjustment
to the opening balance of retained earnings. We elected this transition approach; however, the cumulative impact of adoption
in the opening balance of retained earnings as of January 1, 2022 was zero.
Our accounting policy for leases is as follows:
We determine whether an arrangement contains a lease based on the conveyed rights and obligations at the inception date. If
an agreement contains an operating or financing lease, at the commencement date, we record a right-of-use asset and a
corresponding lease liability based on the present value of the minimum lease payments.
As most of our leases do not provide an implicit borrowing rate, to determine the present value of lease payments, we use our
hypothetical secured borrowing rate based on information available at lease commencement. Further, we make a number of
estimates and judgments regarding the lease term and lease payments.
Lease Term ─ Leases with an initial term of 12 months or less are not recorded on the balance sheet and we recognize lease
expense for these leases on a straight-line basis over the lease term. Most leases include one or more options to renew, with
renewal terms that can extend the lease term from one month to one year
11
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or more. Additionally, some of our leases include an option for early termination. We include renewal periods and exclude
termination periods from our lease term if, at commencement, it is reasonably likely that we will exercise the option.
Lease Payments ─ Certain of our lease agreements include rental payments that are adjusted periodically for inflation or
passage of time. These step payments are included within our present value calculation as they are known adjustments at
commencement. Some of our lease agreements include variable payments that are excluded from our present value
calculation.
Additionally, we have lease agreements that include lease and non-lease components, such as equipment maintenance,
which are generally accounted for as a single lease component. For these leases, lease payments include all fixed payments
stated within the contract. For real estate lease agreements, we account for lease and non-lease components separately. Our
lease agreements do not contain any material residual value guarantees that would impact our lease payments.
See Note 7. Leases.
Financial Instruments – Credit Losses. Effective January 1, 2022, we adopted ASU 2016-13, Financial Instruments – Credit
Losses and its subsequent amendments (collectively, “ASC Topic 326”). ASC Topic 326
requires the measurement of all expected credit losses for financial assets held at the reporting date based on historical
experience, current conditions, and reasonable and supportable forecasts. The adoption of ASC Topic 326 did not have a
material impact on our financial statements.
3. Additional Financial Statement Information
Balance Sheet
Other balance sheet information is as follows:
(in thousands)

June 30,
2022

Other Receivables
Insurance and Third Party Receivables for Remediation Expenses
Reimbursable Projects and Other
Total Other Receivables
Prepaids and Deposits
Prepaid Insurance and Other
Deposits
Total Prepaids and Deposits

$
$
$
$

Accrued and Other Current Liabilities
Accrued Operating Expense
Accrued Capital Costs
Accrued Interest
Accrued Compensation
Dividends and Distributions Payable
Lease Liabilities
Other
Total Accrued and Other Current Liabilities

$

$

12

December 31,
2021

2,078
796
2,874

$

4,647
83
4,730

$

18,426
21,208
7,625
3,743
30
1,045
3,453
55,530

$

$

$

$

3,099
1,027
4,126
5,953
90
6,043
17,774
4,603
7,625
4,551
3,847
—
2,064
40,464
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Statement of Operations
Other statement of operations information is as follows:
(in thousands)

Three Months Ended
June 30,
2022
2021

Depreciation, Amortization and Accretion Expense
Depreciation - Property, Plant and Equipment
Amortization - Intangible Assets
Accretion of Asset Retirement Obligations
Total Depreciation, Amortization and Accretion Expense

$
$

Loss on Asset Disposal and Other
Loss on Asset Disposal, Net
Transaction Costs
Abandoned Projects (1)
Total Loss on Asset Disposal and Other

$
$

Interest Expense
Interest on Debt Instruments
Amortization of Debt Issuance Costs
Total Interest Expense
Less: Amounts Capitalized
Interest Expense, Net
(1)

$

$

6,920
9,184
99
16,203

$

24
425
64
513

$

7,794
610
8,404
(1,089)
7,315

$

$

$

$

Six Months Ended
June 30,
2022
2021

6,997
8,152
66
15,215

$

173
15
1,145
1,333

$

7,575
609
8,184
(860)
7,324

$

$

14,097
18,368
317
32,782

$

578
933
66
1,577

$

15,606
1,220
16,826
(1,726)
15,100

$

$

$

$

13,736
16,303
133
30,172
217
77
1,356
1,650

$

$

10,368
823
11,191
(1,216)
9,975

Abandoned Projects expense is primarily related to expirations of legacy permits and rights-of-way for projects that were not ultimately
constructed.

4. Property, Plant and Equipment
Property, plant and equipment (“PP&E”) is stated at cost, less accumulated depreciation. Depreciation is calculated on a
straight-line basis over the estimated useful service life of the asset.
PP&E consists of the following:
(in thousands)
Wells, Facilities, Water Ponds, and Related Equipment
Pipelines
Land
Vehicles, Equipment, Computers and Office Furniture
Assets Subject to Depreciation
Projects and Construction in Progress
Total Property, Plant and Equipment
Accumulated Depreciation
Total Property, Plant and Equipment, Net

$

$

13

June 30,
2022
310,977
330,981
2,063
18,148
662,169
80,852
743,021
(74,488)
668,533

December 31,
2021
$
329,935
327,140
2,063
17,359
676,497
24,259
700,756
(67,749)
$
633,007
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Asset Exchanges
During the six months ended June 30, 2022, we completed multiple nonmonetary transactions. The transactions included
exchanges of wells, facilities, permits and other assets. The total net book value of the divested assets and liabilities was $3.8
million. The acquired assets were recorded at a total fair value of $3.2 million, which resulted in a total pre-tax loss of $0.6
million.
Assets Held for Sale
During the first quarter of 2022, management committed to a plan to sell certain of our assets located in the Midland Basin and
determined that these assets met all the criteria for classification as assets held for sale. We anticipate these assets will be
sold in the second half of 2022. These assets have been re-measured at their fair values less costs to sell, which resulted in
the recognition of pre-tax impairment expense of $15.6 million during the first quarter of 2022. We estimated the fair value of
the assets using indicative bids, which were representative of a Level 2 fair value measurement. The assets are included in
assets held for sale in the condensed consolidated balance sheet at June 30, 2022, and we have ceased recording
depreciation on the assets.
Abandoned Assets
In June 2022, management determined that two previously acquired saltwater disposal wells (“SWD wells”) were no longer
economically beneficial to the operations of the Company due to required workover costs and determined that the SWD wells
should be shut-in and taken out of service. Accordingly, we have removed the cost and the associated accumulated
depreciation and recognized a charge of $4.2 million for the remaining book value of the SWD wells. The charge has been
reflected in abandoned well costs in the condensed consolidated statements of operations for the three and six months ended
June 30, 2022.
In late second quarter 2022, management removed the cost of a well that was under construction in Texas. The well had
encountered technical difficulties during the drilling phase and progress on the well was stopped. Management’s evaluation of
the well determined that abandoning the asset was the most prudent course of action. Accordingly, we have removed the cost
of the asset and recognized a charge of $1.6 million, which is reflected in abandoned well costs in the condensed consolidated
statements of operations for the three and six months ended June 30, 2022.
5. Tax Receivable Agreement Liability
Our tax receivable agreement (“TRA”) with the legacy owners of Solaris LLC units (each such person, a “TRA Holder,” and
together, the “TRA Holders”) generally provides for the payment by us to each TRA Holder of 85% of the net cash savings, if
any, in U.S. federal, state and local income tax and franchise tax that we actually realize or, are deemed to realize in certain
circumstances, in periods after the IPO as a result of certain increases in tax basis that occur as a result of our acquisition or
Solaris LLC’s redemption, respectively, of all or a portion of such TRA Holder’s Solaris LLC units in connection with the IPO or
pursuant to the exercise of a redemption right or call right. We retain the remaining 15% of these cash savings. The future
benefit of these cash savings is included, alongside other tax attributes, in our total deferred tax asset balance at June 30,
2022.
The TRA liability totaled $78.1 million at June 30, 2022. The liability increased $2.6 million during the six months ended June
30, 2022 due to the redemption of Class B shares to Class A shares. See Note 9. Stockholders’/Members’ Equity.
As of December 31, 2021, we estimated that if all the remaining Solaris LLC units were redeemed for shares of Class A
common stock, the TRA liability would be approximately $221.8 million. If we experience a change of control (as defined under
the TRA, which includes certain mergers, asset sales and other forms of business combinations and change of control events)
or the TRA terminates early (at our election or as a
14
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result of our breach), we could be required to make an immediate lump-sum payment under the terms of the TRA. As of
December 31, 2021, we estimated the liability associated with this lump-sum payment (or “early termination payment”) would
be approximately $193.4 million, discounted. These amounts can be significantly impacted by the closing price of our Class A
shares on the applicable redemption date. We currently do not anticipate experiencing a change of control or an early
termination of the TRA.
6. Long-Term Debt
Our long-term debt consists of the following:
(in thousands)
7.625% Senior Sustainability-Linked Notes
Revolving Credit Facility
Total Long-Term Debt
Less: Unamortized Debt Issuance Costs
Total Long-Term Debt, Net of Debt Issuance Costs

$

$

June 30,
2022
400,000
—
400,000
(7,014)
392,986

December 31,
2021
$
400,000
—
400,000
(7,949)
$
392,051

Senior Sustainability-Linked Notes
Our Notes are due April 1, 2026. The Notes are unsecured and effectively subordinated to the Credit Facility to the extent of
the value of the collateral securing the Credit Facility (see below). The Notes are guaranteed on a senior unsecured basis by
our wholly-owned subsidiaries. Interest on the Notes is payable on April 1 and October 1 of each year. We may redeem all or
part of the Notes at any time on or after April 1, 2023 at redemption prices ranging from 103.8125% on or after April 1, 2023 to
100% on or after April 1, 2025. In addition, on or before April 1, 2023, we may redeem up to 40% of the aggregate principal
amount of the Notes with the net cash proceeds of certain equity offerings, if certain conditions are met, at a redemption price
of 107.625% of the principal amount of the Notes, plus accrued interest. At any time prior to April 1, 2023, we may also
redeem the Notes, in whole or in part, at a price equal to 100% of the principal amount of the Notes plus a “make-whole”
premium. If we undergo a change of control, we may be required to repurchase all or a portion of the Notes at a price equal to
101% of the principal amount of the Notes, plus accrued interest.
Certain of these redemption prices are subject to increase if we fail to satisfy the Sustainability Performance Target (as defined
in the indenture governing the Notes and referred to herein as “SPT”) and provide notice of such satisfaction to the trustee.
From and including the interest period ending on October 1, 2023, the interest rate will be increased by 25 basis points to
7.875% per annum unless we notify the trustee for the Notes at least 30 days prior to April 1, 2023 that, for the year ending
December 31, 2022: (i) the SPT has been satisfied and (ii) the satisfaction of the SPT has been confirmed in accordance with
customary procedures.
Credit Facility
Our Restated Credit Agreement provides for, among other things, (i) commitments of $200.0 million, (ii) a maturity date of
April 1, 2025, (iii) loans made under the Credit Facility and unused commitment fees to be determined based on a leverage
ratio ranging from 3.00:1.00 to 4.50:1.00, (iv) a $75.0 million incremental revolving facility, which will be on the same terms as
under the Credit Facility, (v) a leverage ratio covenant which comprises a maximum total funded debt to EBITDA ratio, net of
$40.0 million of unrestricted cash and cash equivalents if the facility is drawn, and net of all unrestricted cash and cash
equivalents if the facility is undrawn, (vi) a leverage ratio covenant test level which is currently 4.50 to 1.00 and (vii) a secured
leverage covenant of 2.50 to 1.00.
As of June 30, 2022 and December 31, 2021, we had no outstanding borrowings under the Credit Facility, $0.15 million in
letters of credit outstanding and $200.0 million in revolving commitments available.
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The Credit Facility is secured by all the real and material personal property owned by Solaris LLC or any of its subsidiaries,
other than certain excluded assets. At June 30, 2022, we were in compliance with all covenants contained in the Credit
Facility.
7. Leases
In the normal course of business, we enter into operating lease agreements to support our operations. Our leased assets
include right-of-way easements for our wells and facilities, office space and other assets. We currently have no finance leases.
Balance Sheet Information
The following table provides supplemental consolidated balance sheet information related to leases:
(in thousands)
Assets
Right-of-Use Assets

Classification
Consolidated Balance Sheet

Liabilities
Current Lease Liabilities
Noncurrent Lease Liabilities

Accrued and Other Current Liabilities
Other Long-Term Liabilities

June 30, 2022
$

7,067
1,045
5,631

Statement of Operations Information
The following table provides the components of lease cost, excluding lease cost related to short-term leases:
Three Months Ended
June 30, 2022
226
165
$
391

(in thousands)
Direct Operating Costs
General and Administrative
Total Lease Cost

Six Months Ended
June 30, 2022
446
332
$
778

Short-Term Leases
Our short-term lease cost, which consisted primarily of field equipment rentals, totaled $2.0 million and $3.8 million for the
three and six months ended June 30, 2022.
Cash Flow Information
The following table summarizes supplemental cash flow information related to leases:
(in thousands)
Cash Paid for Amounts Included in Lease Liabilities
Reduction in Right-of-Use Assets and Lease Liabilities Due to Lease Agreement
Modifications
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Six Months Ended
June 30, 2022
$
542
(198)

Table of Contents

Lease Terms and Discount Rates
The following table provides lease terms and discount rates related to leases:
June 30, 2022
6.5
2.85%

Weighted Average Remaining Lease Term (Years)
Weighted Average Discount Rate
Annual Lease Maturities
The following table provides maturities of lease liabilities at June 30, 2022:
(in thousands)
2022
2023
2024
2025
2026
Thereafter
Total Lease Payments
Less: Interest
Present Value of Lease Liabilities

$

$

679
1,013
924
686
611
3,546
7,459
(783)
6,676

Future Minimum Lease Commitments
Future minimum lease commitments under non-cancellable leases at December 31, 2021 were as follows:
(in thousands)
2022
2023
2024
2025
2026
Thereafter
Total

$

$

824
638
622
514
438
816
3,852

8. Income Taxes
Our predecessor, Solaris LLC, is a Delaware limited liability company treated as a partnership for federal income tax purposes
and, therefore, has not been subject to U.S. federal income tax at an entity level. As a result, the consolidated net (loss)
income in our historical financial statements does not reflect the tax (benefit) expense we would have incurred if we were
subject to U.S. federal income tax at an entity level during periods prior to the IPO. Solaris LLC continues to be treated as a
partnership for U.S. federal income tax purposes and, as such, is not subject to U.S. federal income tax. Instead, taxable
income is allocated to members, including Aris Inc., and except for Texas franchise tax, any taxable income of Solaris LLC is
reported in the respective tax returns of its members.
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Income Tax Expense (Benefit)
We recorded income tax expense (benefit) of $0.5 million and $(0.4) million for the three and six months ended June 30, 2022,
substantially all of which was deferred.
Effective Tax Rate
We record our income tax (benefit) expense using an estimated annual effective tax rate (“ETR”) and recognize specific
events discretely as they occur. The ETR for the six months ended June 30, 2022 was 12%. The difference between the
federal statutory rate and our estimated annual ETR is due primarily to the impact of the noncontrolling interest.
Deferred Tax Assets
We regularly evaluate the realizable tax benefits of deferred tax assets and record a valuation allowance, if required, based on
an estimate of the amount of deferred tax assets that we believe does not meet the more-likely-than-not criteria of being
realized. The balance of our deferred income tax assets, net increased $2.5 million during the six months ended June 30,
2022.
Tax Examinations
Solaris LLC files income tax returns in the U.S. federal jurisdiction and various states. There are currently no federal or state
income tax examinations underway for these jurisdictions. We are no longer subject to tax examinations for tax years prior to
2018 for federal income taxes and prior to 2017 for state income taxes.
9. Stockholders’/Members’ Equity
Redemptions
During the six months ended June 30, 2022, Solaris LLC units, together with an equal number of shares of our Class B
common stock, were redeemed for shares of our Class A common stock on a one-for-one basis as follows:
●

148,087 shares were redeemed on February 28, 2022; and

●

107,914 shares were redeemed on June 1, 2022.

Dividends and Distributions
On February 25, 2022 and May 6, 2022, our Board of Directors declared quarterly dividends of $0.09 per share for the first
quarter and second quarter of 2022, respectively, on our Class A common stock. In conjunction with the dividend payments, a
distribution of $0.09 per unit was paid to unit holders of Solaris LLC for both the first quarter and second quarter of 2022.
On August 3, 2022, our Board of Directors declared a quarterly dividend of $0.09 per share for the third quarter of 2022 on our
Class A common stock. The dividend will be paid on August 30, 2022, to holders of record of our Class A common stock as of
the close of business on August 17, 2022. In conjunction with the dividend payment, a distribution of $0.09 per unit will be paid
to unit holders of Solaris LLC subject to the same payment and record dates.
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10. Commitments and Contingencies
In the normal course of business, we are subject to various claims, legal actions, contract negotiations and disputes. We
provide for losses, if any, in the period in which they become probable and can be reasonably estimated. In management’s
opinion, there are currently no such matters outstanding that would have a material effect on the accompanying financial
statements.
Other Commitments
In the normal course of business, we enter into short-term purchase obligations for products and services, primarily related to
purchases of pipe, pumps and other components. As of June 30, 2022, we have purchase obligations and commitments of
approximately $36.3 million due in the next twelve months.
We are a party to various surface use and compensation agreements by which we have committed to make minimum royalty
payments in exchange for rights to access and use the land for purposes that are generally limited to conducting our water
operations. These agreements do not meet the definition of a lease under ASC Topic 842. Minimum royalty payments
associated with these contracts are as follows: $3.2 million for the remainder of 2022, $9.0 million for 2023, $9.8 million for
2024, $10.6 million for 2025, $11.3 million for 2026, and $4.5 million thereafter.
We are party to a fixed price power purchase contract to manage the volatility of the price of power needed for ongoing
operations. We have elected the normal purchase and normal sale accounting treatment for this contract and therefore record
it at cost. The contract has a term that ends in May 2025 and the remaining minimum commitment under the contract is $7.9
million as of June 30, 2022.
Environmental
We are also subject to various federal, state and local laws and regulations relating to the protection of the environment. For
the three and six months ended June 30, 2022, we recognized $0.3 million and $1.0 million of expense, respectively, related to
environmental matters that were recorded in Direct Operating Cost. For the three and six months ended June 30, 2021, the
expense was de minimis. We also have insurance proceeds receivable of $2.1 million at June 30, 2022 that we believe are
probable to collect and are reasonably estimable. Although we believe these estimates are reasonable, actual results could
differ from these estimates.
11. Earnings Per Share
Net Income (Loss) Per Share
Basic and diluted net income (loss) per share attributable to our Class A common stock is computed by dividing net income
(loss) attributable to Aris Water Solutions, Inc. for periods subsequent to the IPO by the weighted average number of shares of
Class A common stock outstanding for the same period, including shares of restricted stock and restricted stock units
(collectively “RSUs”), which receive nonforfeitable dividends. Shares issued during the period are weighted for the portion of
the period in which the shares were outstanding.
Prior to the IPO, Solaris LLC’s capital structure included Class A, Class B, Class C, and Class D units. We determined that the
presentation of net income (loss) per unit for the period prior to the IPO would not be meaningful due to the significant nature
of the corporate reorganization transactions on the capital structure at IPO date. Therefore, net income (loss) per unit
information has not been presented for periods prior to the IPO.
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The following table sets forth the computation of basic and diluted net income (loss) per share attributable to our Class A
common stock:
Three Months Ended
June 30,
(in thousands, except for share and per share amounts)

2022

Net Income (Loss) Attributable to Stockholders' Equity
Less: Net Income (Loss) Attributable to Noncontrolling Interest
Net Income (Loss) Attributable to Aris Water Solutions, Inc.
Participating Basic Net Loss (1)
Basic Net Income (Loss) Attributable to Aris Water Solutions, Inc.
Reallocation of Participating Net Income (Loss)
Diluted Net Income (Loss) Attributable to Aris Water Solutions, Inc.

$

$
$

Basic Weighted Average Outstanding Shares
Dilutive Performance-Based Stock Units
Dilutive Weighted Average Outstanding Shares

2022

4,039
2,645
1,394
(179)
1,215
1,215

$

$
$

21,984,313
116,793
22,101,106

Basic Net Income (Loss) Per Share of Class A Common Stock
Diluted Net Income (Loss) Per Share of Class A Common Stock
(1)

Six Months Ended
June 30,

$
$

0.06
0.05

(2,578)
(1,750)
(828)
(360)
(1,188)
(1,188)
21,918,639
21,918,639

$
$

(0.05)
(0.05)

Unvested shares of restricted stock and RSUs represent participating securities because they participate in nonforfeitable dividends or
distributions with the common equity holders of the Company. Participating earnings represent the distributed and undistributed
earnings of the Company attributable to participating securities. Unvested RSUs do not participate in undistributed net losses as they
are not contractually obligated to do so.

Shares of Class B common stock are considered potentially dilutive shares of Class A common stock because they may be
redeemed for shares of Class A common stock on a one-for-one basis. A total of 31,532,441 shares and 31,597,946 shares of
Class B common stock outstanding for the three and six months ended June 30, 2022, respectively, were determined to be
antidilutive and were excluded from the computation of diluted earnings per share of Class A common stock. In addition, all
PSUs were determined to be antidilutive for the six months ended June 30, 2022, and have been excluded from the
computation of diluted earnings per share for that period.
12. Stock-Based Compensation
Our 2021 Equity Incentive Plan (the “2021 Plan”) allows for the grant of, among other types of awards, stock options; RSUs;
and PSUs.
Restricted Stock and Restricted Stock Units
RSU activity during the period was as follows:

RSUs
1,439,029
608,819
(53,102)
(515)
1,994,231

Outstanding at December 31, 2021
Granted
Forfeited
Vested
Outstanding at June 30, 2022

20

Weighted-Average
Grant Date Fair
Value
$
12.68
14.81
13.28
14.61
$
13.55
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The RSUs granted during the six months ended June 30, 2022 generally vest in the following installments: (i) one-third at the
first anniversary of the award date, (ii) one-third at the second anniversary of the award date, and (iii) one-third at the third
anniversary of the award date. As of June 30, 2022, approximately $20.7 million of compensation cost related to unvested
shares of restricted stock and RSUs remained to be recognized. The cost is expected to be recognized over a weightedaverage period of 2.2 years.
Performance-Based Restricted Stock Units
During the six months ended June 30, 2022, we granted 167,228 PSUs, with a weighted average grant date fair value of
$25.36, to management under the 2021 Plan. The performance criteria for the PSUs are split as follows:
●

Relative PSUs: 50% of the PSUs are based on total shareholder return relative to the total shareholder return of a
predetermined group of peer companies. This relative total shareholder return is calculated at the end of the
performance periods stipulated in the PSU agreement.

●

Absolute PSUs: 50% of the PSUs have a performance criteria of absolute total shareholder return calculated at the
end of the performance period stipulated in the PSU agreement.

The vesting and payout of the PSUs occur when the related service condition is completed, which is generally three years
after the grant date regardless of the duration of the stipulated performance period. The PSUs can be paid out in either Class
A common stock or cash, at our election. As of June 30, 2022, approximately $3.7 million of compensation cost related to
unvested PSUs remained to be recognized. The cost is expected to be recognized over a weighted-average period
of 2.5 years.
The grant date fair value was determined using the Monte Carlo simulation method and is expensed ratably over the service
period. Expected volatilities used in the fair value simulation were estimated using historical periods consistent with the
remaining performance periods. The risk-free rate was based on the U.S. Treasury rate for a term commensurate with the
expected life of the grant. We used the following assumptions to estimate the fair value of PSUs granted during the six months
ended June 30, 2022:
Assumptions
1.44%
35.95% - 154.23%

Risk-free Interest Rate
Volatility Range
PSU activity during the period was as follows:

PSUs
Outstanding at December 31, 2021
Granted
Forfeited
Outstanding at June 30, 2022

167,228
(2,887)
164,341

21

Weighted-Average
Grant Date Fair
Value
$
25.36
25.36
$
25.36
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13. Subsequent Event
On August 1, 2022, a wholly-owned subsidiary of Solaris LLC acquired certain saltwater gathering and disposal facilities,
disposal wells and other related assets and related rights pursuant to an asset purchase agreement dated as of August 1,
2022 among such subsidiary, Aris Inc. and the seller of such assets. In connection with the closing of this acquisition and as
consideration for the assets, Aris Inc. issued to the seller 3,365,907 shares of Aris Inc.’s Class A common stock and included a
small, volumetric-based contingent consideration. Contemporaneously with the issuance of such shares of Class A common
stock, Solaris LLC issued 3,365,907 Solaris LLC units to Aris Inc. After giving effect to the issuance of such Solaris LLC units
to Aris Inc., as of August 1, 2022, Aris Inc. owned approximately 45% of Solaris LLC.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
You should read the following discussion of our historical performance, financial condition and prospects in conjunction with
our unaudited condensed consolidated financial statements, and notes thereto, as of and for the three and six months ended
June 30, 2022, included elsewhere in this report, as well as our Annual Report on Form 10-K for the year ended December 31,
2021, which includes disclosures regarding our critical accounting policies as part of “Management’s Discussion and Analysis
of Financial Condition and Results of Operations.”
The information provided below supplements, but does not form part of, our historical financial statements. This discussion
includes 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 because of
various risk factors, including those that may not be in the control of management. See Cautionary Note Regarding ForwardLooking Statements.
Our Predecessor and Aris Inc.
Aris Inc. was incorporated on May 26, 2021 and does not have historical financial operating results prior to the closing date of
its IPO. For purposes of this Quarterly Report, our accounting predecessor is Solaris LLC. The financial data discussed below
reflect the historical results of operations and financial position of Solaris LLC, our predecessor for accounting purposes, prior
to the date of our IPO closing on October 26, 2021. See Item 1. Financial Statements ─ Note 1. Organization and Background.
Business Overview
We are a leading, growth-oriented environmental infrastructure and solutions company that directly helps our customers
reduce their water and carbon footprints. We deliver full-cycle water handling and recycling solutions that increase the
sustainability of energy company operations. Our integrated pipelines and related infrastructure create long-term value by
delivering high-capacity, comprehensive produced water management, recycling and supply solutions to operators in the core
areas of the Permian Basin.
Second Quarter 2022 Results
Significant financial and operating highlights for the three months ended June 30, 2022 include:
●

Total water volumes handled or sold of 1,242 kbwpd, an increase of 34% as compared with the second quarter of
2021

●

Recycled produced water volumes sold of 297 kbwpd, an increase of 186% as compared with the second quarter of
2021

●

Total revenue of $76.4 million, an increase of 35% as compared with the second quarter of 2021

●

Abandoned well costs of $5.4 million as compared with none for the second quarter of 2021

●

Net income of $4.0 million, a decrease of 11% as compared with the second quarter of 2021

●

Adjusted EBITDA (non-GAAP financial measure) of $37.2 million, an increase of 21% as compared with the second
quarter of 2021

●

Dividend paid on our Class A common stock for the second quarter of 2022 of $0.09 per share, along with a
distribution of $0.09 per unit paid to unit holders of Solaris LLC
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●

Announced new long-term full-cycle water management agreement with Chevron U.S.A. Inc. (“Chevron”)

Chevron Alliance
On May 9, 2022, we announced a new long-term full-cycle water management agreement with Chevron in the Permian Basin.
Under the arrangement, we will provide produced water handling and recycling services in a portion of Chevron’s core position
in the Delaware Basin, including acreage in Eddy and Lea Counties, New Mexico and Culberson and Reeves Counties, Texas.
Subsequent Event – Asset Purchase
On August 1, 2022, a wholly-owned subsidiary of Solaris LLC acquired certain saltwater gathering and disposal facilities,
disposal wells and other related assets and related rights pursuant to an asset purchase agreement dated as of August 1,
2022 among such subsidiary, Aris Inc. and the seller of such assets. In connection with the closing of this acquisition and as
consideration for the assets, Aris Inc. issued to the seller 3,365,907 shares of Aris Inc.’s Class A common stock and included a
small, volumetric-based contingent consideration. Contemporaneously with the issuance of such shares of Class A common
stock, Solaris LLC issued 3,365,907 Solaris LLC units to Aris Inc. After giving effect to the issuance of such Solaris LLC units
to Aris Inc., as of August 1, 2022, Aris Inc. owned approximately 45% of Solaris LLC.
For additional information regarding our non-GAAP financial measures, see Non-GAAP Financial Measures below.
General Trends and Outlook
Market Dynamics
The current conflict between Russia and Ukraine is having significant global economic implications and may result in higher
inflation, weaker real GDP growth and disruption to global financial markets. The extent of these impacts will depend on the
length of the conflict and whether the conflict spreads beyond Ukraine’s borders. In addition, there are particular impacts on
commodity prices due to supply disruptions which are resulting in significantly higher West Texas Intermediate (“WTI”) crude
oil prices. The continuing impact on commodity prices will also depend on the length of the conflict as well as the Organization
of Petroleum Exporting Countries future responses to supply disruptions and higher prices.
As the U.S. economy began recovering from the COVID-19 pandemic in the latter half of 2021, domestic crude oil prices
began to increase. During the three months ended June 30, 2022, the average WTI spot price was $108.83 as compared with
$66.19 for the three months ended June 30, 2021. During the six months ended June 30, 2022, the average WTI spot price
was $102.01 as compared with $62.21 for the six months ended June 30, 2021. With the increase in WTI spot prices, our
customers’ investment in new production activities has resumed and we believe that the activity levels of our customers will
continue to increase.
We believe there are several industry trends that continue to provide meaningful support for future growth. Our key customers’
capital allocation to the Permian Basin remains consistent and significant, including on acreage where the water sourcing and
production is dedicated to us. Additionally, operators continue to average longer horizontal lateral lengths which corresponds
to increased water sourcing and produced water handling volumes.
Many industry trends such as simultaneous multi-well operations and reuse applications of produced water, particularly in the
areas of the Permian Basin where we operate, are improving efficiencies and returns and provide us with significant
opportunities for both our Produced Water Handling and Water Solutions businesses.
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Cost Inflation
During 2021, the U.S. began experiencing increased wage and price inflation, as evidenced by increases in the Consumer
Price Index (“CPI”), and inflation is expected to continue through 2022. Through July 2022, the Federal Reserve has approved
four interest rate hikes that total a 2.25 percentage point increase, which are the first increases since December 2018. The
Federal Reserve has indicated additional rate increases may be approved during the remainder of the year. The members of
the Federal Reserve also expressed reduced expectations for economic growth this year and raised their outlook for
inflation.The degree of inflation, and length of time it continues, will be impacted by any further steps the U.S. Federal Reserve
Bank takes to combat inflationary pressures, such as by continuing to adjust interest rates.
During the second quarter of 2022, our revenue growth was offset by supply chain constraints leading to higher than
anticipated cost inflation. Our long-term, fee-based produced water handling contracts are generally subject to annual CPI
based adjustments. However, many of our contractual CPI based adjustments are capped at a maximum annual increase and,
therefore, our costs may increase more rapidly than the fees that we charge to customers pursuant to our contracts with them.
If inflation in the CPI were to increase significantly higher than our contractually allowed fee increases, we could experience
negative impacts to our operating margins.
Induced Seismicity
In New Mexico, we operate one well which is partially curtailed due to compliance with the New Mexico Oil Conservation
Division’s Seismicity Response Protocol in the Hat Mesa Seismic Response Area (“SRA”). In Texas, we operate two deep
injection wells and hold one deep injection well permit within the Gardendale SRA where the Texas Railroad Commission
(“TRC”) suspended all active permits to inject oil and gas waste into deep strata. We requested a hearing to continue to
operate our wells and the TRC granted approval to recomplete our deep wells to shallow injection intervals. We also operate
within the Stanton SRA and participate in the Operator-Led Response Plan (“OLRP”). The OLRP was accepted on May 15,
2022, and resulted in no curtailment of our wells in the Stanton SRA.
Due to the integrated nature of our pipeline network and our system-wide redundancy, we have been able to comply with
regulator responses to seismic activity, while continuing to provide service to our customers without significant disruption in our
operations. In addition, our compliance with state regulator seismic response actions has not resulted in any material
volumetric, revenue or cash flow decreases.
Asset Abandonment
In the normal course of business, we evaluate the performance of our saltwater disposal assets. As a result of an evaluation,
we may conclude that, due to performance or other issues, a SWD well should be shut-in and taken out of service. When an
abandonment occurs, we recognize a charge equal to the remaining net book value of the well. During July 2022, we began
evaluating the performance of a SWD well that was temporarily shut-in. If we determine that the well and/or its associated
assets should be abandoned, we would recognize a charge of up to $12 million during third quarter 2022.
Factors Affecting the Comparability of our Results of Operations
Temporary Power Costs
In the past, we constructed assets in advance of permanent grid power infrastructure availability in order to secure long-term
produced water handling contracts. As a result, we rented temporary power generation equipment that would not have been
necessary if grid power connections had been available. We estimate temporary power costs by taking temporary power and
rental expenses incurred during the period and subtracting estimated expenses that would have been incurred during such
period had permanent grid power been available. Power infrastructure and permanent power availability rapidly expanded in
the Permian Basin
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in 2020 and the first half of 2021, and, accordingly, we were able to make significant progress in reducing these expenses over
that period. By the end of June 2021, all our significant facilities were being supported by permanent power. Beginning in the
third quarter of 2021, we were no longer adjusting for temporary power costs.
We remove temporary power costs when calculating Adjusted Operating Margin to accurately assess long-term profitability
and cash flow on a basis consistent with our long-term projections and current operating cost profile.
Results of Operations
Results of operations were as follows for the periods indicated:
(in thousands)
Revenue
Produced Water Handling
Produced Water Handling—Affiliates
Water Solutions
Water Solutions—Affiliates
Other Revenue
Total Revenue
Cost of Revenue
Direct Operating Costs
Depreciation, Amortization and Accretion
Total Cost of Revenue
Operating Costs and Expenses
Abandoned Well Costs
General and Administrative
Loss on Asset Disposal and Other
Total Operating Expenses
Operating Income
Interest Expense, Net
Other
Income Before Income Taxes
Income Tax Expense
Net Income

Three Months Ended June 30,
2022
2021
$

$

35,525
23,207
14,708
2,828
118
76,386

$

25,078
20,995
2,215
8,296
—
56,584

2022 vs. 2021
$

10,447
2,212
12,493
(5,468)
118
19,802

42%
11%
564%
(66)%
N/M
35%

30,781
16,203
46,984

22,452
15,215
37,667

8,329
988
9,317

37%
6%
25%

5,415
11,648
513
17,576
11,826
7,315
—
4,511
472
4,039

—
5,317
1,333
6,650
12,267
7,324
380
4,563
2
4,561

5,415
6,331
(820)
10,926
(441)
(9)
(380)
(52)
470
(522)

N/M
119%
(62)%
164%
(4)%
0%
(100)%
(1)%
N/M
(11)%

N/M Not Meaningful
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Results of operations were as follows for the periods indicated:
(in thousands)
Revenue
Produced Water Handling
Produced Water Handling—Affiliates
Water Solutions
Water Solutions—Affiliates
Other Revenue
Total Revenue
Cost of Revenue
Direct Operating Costs
Depreciation, Amortization and Accretion
Total Cost of Revenue
Operating Costs and Expenses
Abandoned Well Costs
General and Administrative
Impairment of Long-Lived Assets
Loss on Asset Disposal and Other
Total Operating Expenses
Operating Income
Interest Expense, Net
Other
(Loss) Income Before Income Taxes
Income Tax (Benefit) Expense
Net (Loss) Income

Six Months Ended June 30,
2022
2021
$

$

70,625
44,288
26,352
5,972
118
147,355

$

46,729
39,081
4,158
12,805
—
102,773

2022 vs. 2021
$

23,896
5,207
22,194
(6,833)
118
44,582

51%
13%
534%
(53)%
N/M
43%

57,452
32,782
90,234

43,206
30,172
73,378

14,246
2,610
16,856

33%
9%
23%

5,415
22,378
15,597
1,577
44,967
12,154
15,100
—
(2,946)
(368)
(2,578)

—
10,012
—
1,650
11,662
17,733
9,975
380
7,378
2
7,376

5,415
12,366
15,597
(73)
33,305
(5,579)
5,125
(380)
(10,324)
(370)
(9,954)

N/M
124%
N/M
(4)%
286%
(31)%
51%
(100)%
(140)%
N/M
(135)%

$

$

N/M Not Meaningful

Operating Metrics
The amount of revenue we generate primarily depends on the volumes of water which we handle for, sell to, or transfer for our
customers. Volumes were as follows for the three-month periods:
Three Months Ended
June 30,
2022
2021

Thousand barrels water per day
Produced Water Handling Volumes
Water Solutions Volumes:
Recycled Produced Water Volumes Sold
Groundwater Volumes Sold
Groundwater Volumes Transferred
Total Water Solutions Volumes
Total Volumes
Per Barrel Operating Metrics (1)
Produced Water Handling Revenue/Barrel
Water Solutions Revenue/Barrel
Revenue/Barrel of Total Volumes
Direct Operating Costs/Barrel
Adjusted Operating Margin/Barrel (2)

$
$
$
$
$

2022 vs. 2021

841

719

122

297
104
—
401
1,242

104
69
32
205
924

193
35
(32)
196
318

186%
51%
(100)%
96%
34%

0.07
(0.08)
(0.01)

10%
(14)%
0%
0%
(2)%

0.77
0.48
0.67
0.27
0.41

$
$
$
$
$

0.70
0.56
0.67
0.27
0.42

$
$
$
$
$

17%

(1)

Per barrel operating metrics are calculated independently. Therefore, the sum of individual amounts may not equal the total presented.

(2)

See Non-GAAP Financial Measures below.
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Volumes were as follows for the six-month periods:
Six Months Ended
June 30,
2022
2021

Thousand barrels water per day
Produced Water Handling Volumes
Water Solutions Volumes:
Recycled Produced Water Volumes Sold
Groundwater Volumes Sold
Groundwater Volumes Transferred
Total Water Solutions Volumes
Total Volumes
Per Barrel Operating Metrics (1)
Produced Water Handling Revenue/Barrel
Water Solutions Revenue/Barrel
Revenue/Barrel of Total Volumes
Direct Operating Costs/Barrel
Adjusted Operating Margin/Barrel (2)

$
$
$
$
$

2022 vs. 2021

822

684

138

20%

285
85
12
382
1,204

87
51
43
181
865

198
34
(31)
201
339

228%
67%
(72)%
111%
39%

0.08
(0.05)
0.02
(0.02)
-

12%
(10)%
3%
(7)%
0%

0.77
0.47
0.68
0.26
0.41

$
$
$
$
$

0.69
0.52
0.66
0.28
0.41

$
$
$
$
$

(1)

Per barrel operating metrics are calculated independently. Therefore, the sum of individual amounts may not equal the total presented.

(2)

See Non-GAAP Financial Measures below.
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Revenues
An analysis of revenues is as follows:
Produced Water Handling Revenues
Total produced water handling revenues and produced water handling revenues per barrel are as follows:
Three Months Ended
June 30,

(in thousands, except per unit amounts)

2022

Produced Water Handling Fees
Skim Oil Sales Revenue
Total Produced Water Handling Revenue

$

Produced Water Handling Fees/Bbl
Skim Oil Sales Revenue/Bbl
Total Produced Water Handling Revenue/Bbl

$

$

2021

52,703
6,029
58,732

$

0.69
0.08
0.77

$

$

Six Months Ended
June 30,

$

$

2022

43,993
2,080
46,073

$

0.67
0.03
0.70

$

$

$

2021

102,597
12,316
114,913

$

0.69
0.08
0.77

$

$

82,349
3,461
85,810

$

0.67
0.03
0.69

Produced water handling revenues for the three months ended June 30, 2022 as compared with the three months ended June
30, 2021 increased primarily due to:
●

an increase of $7.6 million due to a 122 kbwpd volume increase driven by activity associated with our long-term
acreage dedication agreements,

●

an increase of $3.9 million in skim oil sales revenue due to higher crude oil prices and increased volumes on the
system, and

●

an increase of $1.1 million due to contractual price adjustments.

Produced water handling revenues for the six months ended June 30, 2022 as compared with the six months ended June 30,
2021 increased primarily due to:
●

an increase of $17.2 million due to a 138 kbwpd volume increase driven by activity associated with our long-term
acreage dedication agreements,

●

an increase of $8.9 million in skim oil sales revenue due to higher crude oil prices and increased volumes on the
system, and

●

an increase of $3.0 million due to contractual price adjustments.

Water Solutions Revenue
Water solutions revenues for the three months ended June 30, 2022 as compared with the three months ended June 30, 2021
increased primarily due to:
●

an increase of $8.6 million due to a 196 kbwpd volume increase driven by higher recycling volumes on higher
completion activities across the Permian Basin in response to recovering commodity prices.

Water solutions revenues for the six months ended June 30, 2022 as compared with the six months ended June 30, 2021
increased primarily due to:
●

an increase of $17.0 million due to a 201 kbwpd volume increase driven by higher recycling volumes on higher
completion activities across the Permian Basin in response to recovering commodity prices.
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Expenses
An analysis of expenses is as follows:
Direct Operating Costs
Direct operating costs for the three months ended June 30, 2022 as compared with the three months ended June 30, 2021
increased due to higher volumes as well as cost inflation in labor and chemical treatment expenses, offset by the absence of
temporary power generation expenses. On a per barrel basis, direct operating costs were flat.
Direct operating costs for the six months ended June 30, 2022 as compared with the six months ended June 30, 2021
increased due to higher volumes, offset by the absence of temporary power generation expenses. On a per barrel basis, direct
operating costs decreased primarily due to reduced temporary power generation expenses.
All our significant facilities have been on permanent power since the end of June 2021. For the three and six months ended
June 30, 2021, the estimated incremental impact of temporary power expenses was $1.6 million and $4.3 million, respectively,
or approximately $0.02 and $0.03 per barrel, respectively.
See Factors Affecting the Comparability of our Results of Operations — Temporary Power Costs for additional information.
Depreciation, Amortization and Accretion Expenses
Depreciation, amortization and accretion expense for the three and six months ended June 30, 2022 as compared with the
three and six months ended June 30, 2021 increased primarily due to higher amortization expense related to a previously
acquired customer contract, as well as depreciation expense related to new assets placed in service.
Abandoned Well Costs
Abandoned well costs for the three and six months ended June 30, 2022 related to the abandonment of two previously
acquired SWD wells which were no longer economically beneficial to the operations of the Company, as well as the
abandonment of a well under construction. See Item 1. Financial Statements ─ Note 4. Property, Plant and Equipment.
General and Administrative Expenses
General and administrative (“G&A”) expenses for the three and six months ended June 30, 2022 as compared with the three
and six months ended June 30, 2021 increased primarily due to increased compensation and benefits expenses, travel, and
insurance costs corresponding with the increased head count required for our larger asset footprint, as well as incremental
expenses that we now incur related to our becoming a public company. G&A expenses for the three and six months ended
June 30, 2022 included stock-based compensation expense of $3.0 million and $5.2 million, respectively. No stock-based
compensation expense was recorded for the three or six months ended June 30, 2021.
Impairment Expense
Impairment expense for the six months ended June 30, 2022 related to Midland Basin assets reclassified to assets held for
sale during the first quarter of 2022. The assets were re-measured at their fair values less costs to sell, which resulted in the
recognition of pre-tax impairment expense. See Item 1. Financial Statements ─ Note 4. Property, Plant and Equipment.
30

Table of Contents

Loss on Asset Disposal and Other
Loss on asset disposal and other represents net gains and losses, and other expenses related to, the abandonment, disposal
or exchange of assets. See Item 1. Financial Statements ─ Note 4. Property, Plant and Equipment.
Interest Expense, Net
Components of interest expense, net are as follows for the periods indicated:
Three Months Ended
June 30,

(in thousands)

2022

Interest on Debt Instruments
Amortization of Debt Issuance Costs
Total Interest Expense
Less: Amounts Capitalized
Interest Expense, Net

$

$

7,794
610
8,404
(1,089)
7,315

Six Months Ended
June 30,
2022
2021

2021

$

$

7,575
609
8,184
(860)
7,324

$

$

15,606
1,220
16,826
(1,726)
15,100

$

$

10,368
823
11,191
(1,216)
9,975

Interest expense, net for the three months ended June 30, 2022 remained flat as compared with the three months ended June
30, 2021 and related to our Notes, which were issued on April 1, 2021.
Interest expense, net for the six months ended June 30, 2022 as compared with the six months ended June 30, 2021
increased due to an increase in the total debt outstanding and an increase in the interest rate related to our debt instruments,
as the Credit Facility was repaid with proceeds from the Notes issuance on April 1, 2021. The average outstanding debt
balance for the six months ended June 30, 2022 was $400 million compared with $349 million for the six months ended June
30, 2021. The interest rate on our Notes is 7.625%, whereas the interest rate on the Credit Facility was 3.75%.
Net interest expense also increased due to higher amortization of debt issuance costs. The increase in net interest expense
for each period is partially offset by an increase in capitalized interest as a result of a higher average interest rate and an
increase in the amount of asset construction in progress.
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Non-GAAP Financial Measures
Adjusted EBITDA, Adjusted Operating Margin and Adjusted Operating Margin Per Barrel are supplemental non-GAAP
measures that we use to evaluate current, past and expected future performance. Although these non-GAAP financial
measures are important factors in assessing our operating results and cash flows, they should not be considered in isolation or
as a substitute for net income or gross margin or any other measures prepared under GAAP.
We believe this presentation is used by investors and professional research analysts for the valuation, comparison, rating, and
investment recommendations of companies within our industry. Additionally, we use this information for comparative purposes
within our industry. Adjusted EBITDA, Adjusted Operating Margin and Adjusted Operating Margin per Barrel are not measures
of financial performance under GAAP and should not be considered as measures of liquidity or as alternatives to net income
or gross margin. Adjusted EBITDA, Adjusted Operating Margin and Adjusted Operating Margin per Barrel as defined by us
may not be comparable to similarly titled measures used by other companies and should be considered in conjunction with net
income and other measures prepared in accordance with GAAP, such as gross margin, operating income or cash flows from
operating activities.
Adjusted EBITDA
We use Adjusted EBITDA as a performance measure to assess the ability of our assets to generate sufficient cash to pay
interest costs, support indebtedness and, at the discretion of our Board of Directors, return capital to equity holders. We also
use Adjusted EBITDA as a performance measure related to the vesting and payout of PSUs granted under our short-term
incentive plan. We define Adjusted EBITDA as net income (loss) plus: interest expense; income taxes; depreciation,
amortization and accretion expense; abandoned well costs, asset impairment and abandoned project charges; losses on the
sale of assets; loss on debt modification; stock-based compensation expense; and non-recurring or unusual expenses or
charges (including temporary power costs, discussed above), less any gains on sale of assets.
Adjusted Operating Margin and Adjusted Operating Margin per Barrel
Our Adjusted Operating Margin and Adjusted Operating Margin per Barrel are dependent upon the volume of produced water
we gather and handle, the volume of recycled water and groundwater we sell and transfer, the fees we charge for such
services, and the recurring operating expenses we incur to perform such services. We define Adjusted Operating Margin as
Gross Margin plus depreciation, amortization and accretion and temporary power costs. We define Adjusted Operating Margin
per Barrel as Adjusted Operating Margin divided by total volumes handled, sold or transferred. Adjusted Operating Margin and
Adjusted Operating Margin per Barrel are non-GAAP financial measures.
We seek to maximize our Adjusted Operating Margin in part by minimizing, to the extent appropriate, expenses directly tied to
operating our assets. Landowner royalties, utilities, direct labor costs, chemical costs, workover and repair and maintenance
costs, and contract services comprise the most significant portion of our expenses. Our operating expenses are largely
variable and as such, generally fluctuate in correlation with throughput volumes.
Our Adjusted Operating Margin is incrementally benefited from increased Water Solutions recycled water sales. When
produced water is recycled, we recognize cost savings from reduced landowner royalties, reduced pumping costs, lower
chemical treatment and filtration costs, and reduced power consumption.
32

Table of Contents

The following table sets forth a reconciliation of net income (loss) as determined in accordance with GAAP to Adjusted
EBITDA and Adjusted Operating Margin for the periods indicated:
Three Months Ended
June 30,
2022
2021

(in thousands)

Net Income (Loss)
Interest Expense, Net
Income Tax Expense (Benefit)
Depreciation, Amortization and Accretion
Abandoned Well Costs
Impairment of Long-Lived Assets
Stock-Based Compensation
Abandoned Projects
Temporary Power Costs (1)
Loss on Disposal of Asset, Net
Loss on Debt Modification
Transaction Costs
Other
Adjusted EBITDA

$

Total Revenue
Cost of Revenue
Gross Margin
Depreciation, Amortization and Accretion
Temporary Power Costs (1)
Adjusted Operating Margin
Total Volumes (Thousands of BBLs)
Adjusted Operating Margin/BBL

$

(1)

$

$
$

4,039
7,315
472
16,203
5,415
—
3,202
64
—
24
—
425
—
37,159

$

76,386
(46,984)
29,402
16,203
—
45,605
113,042
0.41

$

$

$
$

Six Months Ended
June 30,
2022
2021

4,561
7,324
2
15,215
—
—
—
1,145
1,603
173
380
15
221
30,639

$

(2,578)
15,100
(368)
32,782
5,415
15,597
5,539
66
—
578
—
933
—
73,064

$

56,584
(37,667)
18,917
15,215
1,603
35,735
84,136
0.42

$

147,355
(90,234)
57,121
32,782
—
$
89,903
218,048
$
0.41

$

$

$

$
$

7,376
9,975
2
30,172
—
—
—
1,356
4,253
217
380
77
221
54,029
102,773
(73,378)
29,395
30,172
4,253
63,820
156,691
0.41

See discussion above under "Temporary Power Costs".

Liquidity and Capital Resources
Overview
Our primary needs for cash are permitting, development and construction of water handling and recycling assets to meet
customers’ needs, payment of contractual obligations including debt, and working capital obligations. When appropriate, we
enhance shareholder returns by returning capital to shareholders, such as through dividend payments and share buybacks (to
the extent determined by our Board).
Funding for these cash needs may be provided by any combination of internally generated cash flow, borrowings under the
Credit Facility, or accessing the capital markets. We believe that our cash flows, undrawn Credit Facility and leverage profile
provide us with the financial flexibility to fund attractive growth opportunities in the future.
As of June 30, 2022, we had a cash balance of $35.1 million and working capital, defined as current assets less current
liabilities, of $58.5 million. We had $400.0 million face value of Notes outstanding, with $200.0 million of availability under the
Credit Facility. As of June 30, 2022, we were in compliance with all the covenants under our Credit Facility and the indenture
governing the Notes. See Item 1. Financial Statements ─ Note 6. Long-Term Debt for descriptions of the Credit Facility and
Notes.
In addition, we are on track to achieve our SPT, as defined in the indenture governing the Notes, which is to increase our
annual Recycling Key Performance Indicator (“KPI”) to 60% by 2022 from a 2020 baseline of
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42.1%, with an observation date of December 31, 2022. The KPI is designed to reduce groundwater withdrawal for water
intensive industrial operations in the Permian Basin by increasing our sales of recycled produced water.
Dividends and Distributions
On February 25, 2022,and May 6, 2022, our Board of Directors declared quarterly dividends on our Class A common stock of
$0.09 per share for first and second quarter 2022, respectively. In conjunction with the dividend payments, distributions of
$0.09 per unit per quarter were paid to unit holders of Solaris LLC. Dividends were also paid on unvested shares of restricted
stock and RSUs. Dividends accrue on PSUs and are paid upon vesting. The total amount paid on such dividends and
distributions was $13.9 million for the six months ended June 30, 2022.
On August 3, 2022, our Board of Directors declared a dividend on our Class A common stock for the third quarter of 2022 of
$0.09 per share. The dividend will be paid on August 30, 2022, to holders of record of our Class A common stock as of the
close of business on August 17, 2022. In conjunction with the dividend payment, a distribution of $0.09 per unit will be paid to
unit holders of Solaris LLC, subject to the same payment and record dates.
Cash Flows from Operating Activities
For the six months ended June 30, 2022, Net Cash Provided by Operating Activities totaled $37.3 million as compared with
$30.7 million for the six months ended June 30, 2021. The net increase is primarily due to the $44.6 million increase in total
revenues offset by increases in direct operating costs and general and administrative expenses. Net Cash Provided by
Operating Activities also included reductions of $21.2 million and $9.6 million for the six months ended June 30, 2022 and
2021, respectively, associated with changes in working capital items. Changes in working capital items adjust for the timing of
receipts and payment of actual cash.
Cash Flows from Investing Activities
For the six months ended June 30, 2022, Net Cash Used in Investing Activities totaled $48.3 million as compared with $42.4
million for the six months ended June 30, 2021. Expenditures for property, plant and equipment were higher in 2022 as
compared with 2021 due primarily to increased capital activity to support our growing operations, including the recently signed
management agreement with Chevron.
Cash Flows from Financing Activities
For the six months ended June 30, 2022, Net Cash Used in Financing Activities totaled $13.9 million as compared with Net
Cash Provided in Financing Activities of $17.9 million for the six months ended June 30, 2021. Cash used in financing
activities for the first six months of 2022 related to dividends and distributions paid. Cash provided by financing activities for
the first six months of 2021 included the issuance of our $400.0 million aggregate principal amount of Notes on April 1, 2021,
with net proceeds of $390.6 million used to pay down the outstanding Credit Facility balance of $297.0 million and redeem
Redeemable Preferred Units for $74.4 million.
Capital Requirements
For the year of 2022, our estimate of capital expenditures is between $140.0 and $150.0 million. Our capital expenditure
forecast supports the recently signed full-cycle water management agreement with Chevron as well as incremental projected
growth from our other long-term contracted customers. We intend to fund capital requirements through our primary sources of
liquidity, which include cash on hand, cash flows from operations and our borrowing capacity under the Credit Facility.
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Emerging Growth Company Status
We are an “emerging growth company,” as defined in the JOBS Act, and we may take advantage of certain exemptions from
various reporting requirements that are applicable to other public companies that are not “emerging growth companies.” We
may take advantage of these exemptions until we are no longer an “emerging growth company.” Section 107 of the JOBS Act
provides that an “emerging growth company” can take advantage of the extended transition period afforded by the JOBS Act
for the implementation of new or revised accounting standards. We have elected to use the extended transition period for
complying with new or revised accounting standards and as a result of this election, our financial statements may not be
comparable to companies that comply with public company effective dates. We may take advantage of these exemptions up
until the last day of the fiscal year following the fifth anniversary of our initial public offering or such earlier time that we are no
longer an emerging growth company. We would cease to be an emerging growth company if we have more than $1.07 billion
in annual revenue, we have more than $700.0 million in market value of our stock held by non-affiliates (and we have been a
public company for at least 12 months and have filed one annual report on Form 10-K) or we issue more than $1.0 billion of
non-convertible debt securities over a three-year period.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
Market risk is the risk of loss arising from adverse changes in market rates and prices. Currently, our market risks relate to
potential changes in the fair value of our long-term debt due to fluctuations in applicable market interest rates. Going forward
our market risk exposure generally will be limited to those risks that arise in the normal course of business, as we do not
engage in speculative, non-operating transactions, nor do we utilize financial instruments or derivative instruments for trading
purposes.
Commodity Price Risk
The market for our services is exposed to fluctuations in the prices of crude oil and natural gas to the extent such fluctuations
impact drilling and completion activity levels and thus impact the activity levels and timing of activity of our customers in the
exploration and production and oilfield services industries.
A portion of our revenue is directly exposed to fluctuations in the price of crude oil because one of our largest customer
contracts provides for rates that periodically fluctuate within a defined range in response to changes in WTI. According to the
terms of the contract, the per barrel fee increases when WTI exceeds a certain base price.
We do not currently intend to hedge our exposure to commodity price risk.
Interest Rate Risk
We are subject to interest rate risk on a portion of our long-term debt under the Credit Facility. We do not currently have any
borrowings under our Credit Facility.
Item 4. Controls and Procedures
In accordance with Exchange Act Rules 13a-15 and 15d-15, 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 June 30, 2022. 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 on the evaluation of our disclosure controls and
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procedures as of June 30, 2022, our principal executive officer and principal financial officer have concluded that, as of such
date, our disclosure controls and procedures were effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There were no changes in internal control over financial reporting identified in the evaluation for the quarter ended June 30,
2022, that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
Due to the nature of our business, we may become, from time to time, involved in routine litigation or subject to disputes or
claims related to our business activities. In the opinion of our management, there are no pending litigation, disputes or claims
against us which, if decided adversely, will have a material adverse effect on our financial condition, cash flows or results of
operations.
Item 1A. Risk Factors
There have been no material changes or updates to our risk factors that were previously disclosed in Part I, Item 1A of our
2021 Annual Report.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) None.
(b) None.
(c) None.
Item 3. Defaults upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not Applicable.
Item 5. Other Information
As described in Item 1. Financial Statements – Note 4, on August 1, 2022, in connection with the closing of an acquisition of
assets by a wholly-owned subsidiary of Solaris LLC, Aris Inc. issued 3,365,907 shares of its Class A common stock to the
seller of such assets as consideration therefor. Contemporaneously with the issuance of such shares of Class A common
stock, Solaris LLC issued 3,365,907 Solaris LLC units to Aris Inc. Such shares of Class A common stock and Solaris LLC units
were issued in a private placement not involving a public offering pursuant to the exemption from the registration requirements
of Securities Act of 1933 provided by Section 4(a)(2) of the Securities Act of 1933.
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Item 6. Exhibits
The exhibits listed are filed as part of, or incorporated by reference into, this Quarterly Report on Form 10-Q.
3.1

Amended and Restated Certificate of Incorporation of Aris Water Solutions, Inc. (incorporated by reference to
Exhibit 4.1 to the Company’s Registration Statement on Form S-8 filed on October 26, 2021, File No. 333260499).

3.2

Amended and Restated Bylaws of Aris Water Solutions, Inc. (incorporated by reference to Exhibit 4.2 to the
Company’s Registration Statement on Form S-8 filed on October 26, 2021, File No. 333-260499).

10.1†

Aris Water Solutions, Inc. Executive Change in Control Severance Plan (incorporated by reference to Exhibit
10.1 of to the Company’s Current Report on Form 8-K filed on June 13, 2022, File No. 001-40955).

31.1*

Certification of Amanda M. Brock pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of
1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2*

Certification of Brenda R. Schroer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of
1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1**

Certification of Amanda M. Brock pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

32.2**

Certification of Brenda R. Schroer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

101.INS*

XBRL Instance Document - the instance document does not appear in the Interactive Data File because its
XBRL tags are embedded within the Inline XBRL document.

101.SCH*

Inline XBRL Schema Document.

101.CAL*

Inline XBRL Calculation Linkbase Document.

101.DEF*

Inline XBRL Definition Linkbase Document.

101.LAB*

Inline XBRL Label Linkbase Document.

101.PRE*

Inline XBRL Presentation Linkbase Document.

104*

Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)

*

Filed herewith.

** Furnished herewith and not deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended, and shall not be deemed to be incorporated by reference into any filing under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended.
†

Management contract or compensatory plan or arrangement.
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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.
August 4, 2022

Aris Water Solutions, Inc.
By:

/s/ Amanda M. Brock
Amanda M. Brock
President and Chief Executive Officer
/s/ Brenda R. Schroer
Brenda R. Schroer
Chief Financial Officer
/s/ Dustin A. Hatley
Dustin A. Hatley
Chief Accounting Officer
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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, Amanda M. Brock, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Aris Water Solutions, Inc. (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:
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;
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; and
5. 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: August 4, 2022
/s/ Amanda M. Brock
Amanda M. Brock
President and Chief Executive Officer (Principal 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, Brenda R. Schroer, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Aris Water Solutions, Inc. (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:
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;
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; and
5. 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: August 4, 2022
/s/ Brenda R. Schroer
Brenda R. Schroer
Chief Financial Officer (Principal Financial Officer)

EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF
2002 (SUBSECTIONS (a) AND (b) OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE)
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18,
United States Code), I, Amanda M. Brock, President and Chief Executive Officer of Aris Water Solutions, Inc., (the
“Company”), hereby certify, to my knowledge, that:
(1) the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2022, (the “Report”) fully complies with
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Date:

August 4, 2022

/s/ Amanda M. Brock
Amanda M. Brock
President and Chief Executive Officer

EXHIBIT 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF
2002 (SUBSECTIONS (a) AND (b) OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE)
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18,
United States Code), I, Brenda R. Schroer, Chief Financial Officer of Aris Water Solutions, Inc., (the “Company”), hereby
certify, to my knowledge, that:
(1) the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2022, (the “Report”) fully complies with
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Date:

August 4, 2022

/s/ Brenda R. Schroer
Brenda R. Schroer
Chief Financial Officer

