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Dear Shareholders, Investors and Friends:

ATP is moving forward with tenacity,
renewed determination and optimism.

Despite the unprecedented events during the past few years, including the BP oil spill,
the moratoriums inthe Gulf-of Mexico and the resulting enhariced rules and regulations
in all_areas, ATP has continued to deliver increased productlon wuth ‘unmatched attention
to safety — everywhere we operate.

P Although ATP sold 80 percent of several significant producing properties in the UK.

in 2008, 'We increased overa!i company production in each of the past three years.

In 201 1, we produced 9 0 mrllron barrels of oil equivalent (MMBoe), 68 percent of which

' hrs epresents a 17 percent productron increase over 2010. We plan to increase
product:on in 2012 at both Telemark and Clipper, adding a fourth consecutive year of
increased production at ATP.

P Increased production, coupled with higher oil prices, droye_ATP, revenues o record highs.
Our revenues in 2011 were $687.2 million, up 57 percent over the prior year. For 2012, our
projected production increase, buoyed by current and pro;ected oil pnces should deliver

another revenue increase.

P Oil continues to be the largest component of our resé/;jyé:sﬁ, Eoijh inthe Gulf of Mexico
and in the North Sea. Oil comprised 66 percent of our 11 8;9 MMBoé of proved reserves
and 65 percent of our 194.4 MMBoe of proved andvprobabl/e rés/ér\‘)es atyear-end 2011.
Practically all of our 2012 development activities focus on ao/ldi/hg production from these
oil properties. v

was awarded\ the Safé;tY—in-Seas Award
from the National Ocean Industries
Association. ATP was chosen by a
blue-ribbon panel of judges from
among multiple nominees. The
national award recognized ATP for
advancing, in an exemplary manner, NOIA Cha,irma}r/i .Ja/ck/B; Moqré ﬁresent's Safety-in-Seas
the safety of offshore energy workers. Award to Gerald W. Schiief and T. Paul Bulmahn of ATP
It also cited the design, conceived three in Washington D, Ceremony’
years prior to the Macondo incident, of safety redundancy onthe ATP Titan, a technologically

advanced deepwater drilling and production platform in the Gulf of Mexico.




Production
(in MBoe)

2009 5,873

Capacity for Future Success

D> We will continue to focus on our oil-development projects -
Telemark, Clipper, Gomez, and Entrada in the Gulf of Mexico and
Cheviot in the North Sea. Since our founding, we have achieved
a 98 percent success rate in creating producing properties

from nonproducers. We are very proud of this statistic and are
dedicated to continuing our success.

D Our footprint will expand globally. Our extension into
deepwater Israel presents opportunities for ATP - in exploration!
Although we expect to operate all of our licensed properties in
this new area, our normal working interest will be less than

50 percent. Our working interest in our development projects

in the Gulf of Mexico and North Sea, by contrést, is 75 percent
to 100 percent. Our reduced interest in Israel will allow us to
appropriately manage the exploration risk, both financially

and operationally, while using our valuable deepwater technical
expertise to pursue one of the most prolific new exploration
areas in the world.

D We continue to improve our financial position. The moratoriums
hit us hard. They caused us to delay and abandon several
projects that were meticulously timed to provide a necessary
revenue stream. Fortunately, the energy industry is returning

to a more normal pace, and we are again addressing our
development projects. This enabled us to increase our liquidity
in the early part of 2012. We will continue to focus on creating
additional liquidity by seeking new partners for certain projects
and managing other financial events to give us additional
financial strength and flexibility throughout 2012.

Revenues
(in millions)

201

$687

Appreciating Human Capital

We could not have navigated these times and delivered these
results without our dedicated employees. In 2011, ATP was the
fourth most active operator in the deepwater Gulf of Mexico.
Only Shell, BP and Anadarko operated more wells in the deep
water than ATP. ATP does this with 68 full-time employees.

Clearly, ATP could not achieve this level of activity without
surrounding itself with directors, vendors, financial partners
and contractors who likewise are dedicated to safe and efficient
operations. As founder of the company 21 years ago, | am
deeply grateful and thankful for the talent, commitment,
enthusiasm and tenacity of each of our employees and all of
those who support ATP.

As we advance production and revenues through 2012 and
beyond, we are expanding our global presence to increase
diversity and generate additional shareholder value.

TelBolusd

T. Paul Bulmahn
Founder
Chairman & CEO
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Investor Relations
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Form 10-K
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'any focused in the Gulf of Mexrco, Medlterranean Sea and

of which

A valuable working and financial relationship
between ATP and China has advanced construction
of the first-of-its-kind Octabuoy reusable floating
production platform for initial use at ATP's Chevuot
field i in the UK. North Sea.
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ATP OIL & GAS CORPORATION
SEC

Mail Processing
Section

MAY 08 2017

April 30, 2012 Washﬁgéon DC

SEC

Registration Requirements
450 Fifth Street N.W.
Washington, D.C. 20549

To Whom It May Concern:

Enclosed is a copy of the annual report for ATP Oil & Gas Corporation (NASDAQ:
ATPG) as required by Rule 14c-3. The Annual report is sent to the SEC solely for its
information at the time the Annual Report is sent to Security Holders.

If there are any further questions, please feel free to contact me at 713-403-5517.

Very truly yours,

ATP OIL & GAS CORPORATION

Gt Wcas

Isabel M. Plume
Chief Communications Officer, Corporate Secretary
ATP Oil & Gas Corporation

4600 PosT OAK PLACE SUITE 100 HousToN, TEXAs 77027-9726 713-622-3311 FAX: 713-622-5101
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Securities Registered Pursuant to Section 12 (g) of the Act: None
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Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

Yes [] No X

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

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate website, if any, every
interactive Data File required to be submitted electronically and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or such shorter period that Registrant was required to submit and post such files). Yes <] No []

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

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

Large accelerated filer []  Accelerated filer Non-accelerated filer []  Smaller reporting company []
(do not check if a smaller reporting company)

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes [] No[X]

The aggregate market value of the voting and non-voting common stock held by non-affiliates of the Registrant as of June 30,
2011 (the last business day of the Registrant's most recently completed second fiscal quarter) was approximately $682.1 million.
The number of shares of the Registrant's common stock outstanding as of March 2, 2012 was 52,051,422.
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Cautionary Statemeént About Forward-Looking Statements

As used in this Annual Report" on Form 10-K, the terms “ATP,” “we,” “us,” “our” and similar terms refer
to ATP Oil & Gas Corporation and its subsidiaries, unless the context indicates otherwise.

This annual report includes assumptions, expectations, projections, intentions or beliefs about future
events. These statements are intended as “forward-looking statements™ under the Private Securities Litigation
Reform Act of 1995, Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934 (the “Exchange Act”). Words such as “may,” “could,” “would,” “should,” “believes,”
“expects,” “anticipates,” “estimates,” “projects,” “forecasts,” “intends,” “plans,” “targets,” “objectives,”
“seek,” “strive,” negatives of these words and similar expressions are intended to identify forward-looking
statements. Forward-looking statements are based on management’s beliefs, assumptions and expectations of
our future economic performance, taking into account the information currently available to our management.
They are expressions based on historical fact, but do not guarantee future performance. Forward-looking
statements involve risks, uncertainties and assumptions and certain other factors that may, and often do, cause
our actual results, performance or financial condition to differ materially from the expectations of future
results, performance or financial condition we express or imply in any forward-looking statements.

All statements in this document that are not statements of historical fact are forward-lookmg statements.
Forward-looking statements include, but are not limited to:.

projected operating or financial results;

timing and expectations of financing activities;

budgeted or projected capital expenditures;

expectations regarding our planned expansions and the availability of acquisition opportunities;
statements about the expected drilling of wells and other planned development activities;

expectations regarding oil and natural gas markets in the U.S., U.K. and Israel; and

estimates of quantities of our proved reserves aﬁd the present value thereof, and timing of future
production of oil and natural gas.

We believe these forward-looking statements are reasonable, but we caution that you should not place
undue reliance on these forward-looking statements, because there can be no assurance that actual results will
not differ materially from those expressed or implied in such forward-looking statements. We do not generally
update forward-looking statements, whether written or oral, relating to the matters discussed in this Annual
Report on Form 10-K. Some of the key factors which could cause actual results to vary from those expected
include: :

the substantial requirements for cash to fund development of our oil and gas properties;

our inability to generate sufficient funds from our operations and other financing sources;

the volatility in oil and natural gas prices;

the timing of planned capital expenditures;

the timing of and our ability to obtain financing on acceptable terms;

the inherent uncertainties in estimating proved reserves and forecasting production results;

our ability to obtain deepwater drilling, pipeline, completion and other permits from the Bureau of

Ocean Energy Management; '

¢ uncertainties and operational factors affecting the commencement or maintenance of producing wells,
including catastrophic weather-related damage, unscheduled outages or repairs, or unanticipated
changes in drilling equipment costs or rig availability;

¢ delays in the development of or production curtailment at our material properties;
the condition of the capital markets generally, which will be affected by interest rates, foreign
currency fluctuations and general economic conditions;

e costs and other effects of legal and administrative proceedings, settlements, investigations and claims,
including environmental liabilities, which may not be covered by indemnity or insurance;

o the political and economic climate in the foreign or domestic jurisdictions in which we conduct oil and

gas operations, including risk of war or potential adverse results of military or terrorist actions in those

areas;



other U.S., UK. or Israel regulatory or legislative developments, which may affect the demand for oil
or natural gas, or generally increase the environmental compliance cost for our producing wells or
impose liabilities on the owners of such wells;

interest payment requirements of our debt obligations;

restrictions imposed by our debt instruments and compliance with our debt covenants;

our price risk management decisions;

the unavailability or increased cost of drilling rigs, equipment, supplies, personnel and oilfield
services;

insufficient insurance coverage;

foreign currency fluctuations;

rapid production declines in our Gulf of Mexico properties;

substantial impairment write-downs;

unidentified liabilities associated with properties that we acquire against wh1ch we have not obtalned
protection from sellers;

our ability to identify and acquire additional properties necessary to implement our business strategy
and our ability to finance such acquisitions;

competition from our larger competitors in the Gulf of Mexico and the North Sea;

the loss of members of the management team and other key personnel;

the ownership by members of our management team of a significant proportion of our common stock;
rapid growth may place significant demands on our resources; and

our ability to use net operating losses to offset future taxable income may be limited.



CERTAIN DEFINITIONS

As used herein, the following terms have specific meanings as set forth below:

Bbls Barrels of crude oil or other liquid hydrocarbons

MBbls Thousand barrels of crude oil or other liquid hydrocarbons
MMBbls Million barrels of crude oil or other liquid hydrocarbons

Boe : Barrels of crude oil equivalent ' '

MBoe Thousand barrels of crude oil equivalent

MMBoe Million barrels of crude oil equivalent

Mcf Thousand cubic feet of natural gas

MMcf Million cubic feet of natural gas

Bef Billion cubic feet of natural gas

MMBtu = Million British thermal units

NGL Natural gas liquids including condensate

SEC " United States Securities and Exchange Commission

U.s. United States of America :
UK. United Kingdom of Great Britain and Northern Ireland »

Natural gas is converted into barrels of oil equivalent based on six Mcf of gas to one barrel of crude oil or
other liquid hydrocarbons. : S

Development well is a well drilled within the proved area of an oil or natural gas field to the depth of a
stratigraphic horizon known to be productive.

Dry hole is a well found to be incapable of producing hydrocarbons in sufficient quantities such that
proceeds from the sale of such production exceed production expenses and taxes.

Exploratory well is a well drilled to find and produce oil or natural gas reserves in an unproved area, to
find a new reservoir in a field previously found to be productive of oil or gas in another reservoir, or to extend
a known reservoir.

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

Field is an area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same
individual geological structural feature or stratigraphic condition.

Productive well is a well that is producing or is capable of production, including natural gas wells awaiting
pipeline connections to commence deliveries and oil wells awaiting connection to production facilities.

Proved reserves are the estimated quantities of oil and gas, which, by analysis of geoscience and
engineering data, can be estimated with reasonable certainty to be economically producible — from a given date
forward, from known reservoirs, and under existing economic conditions, operating methods, and government
regulations. Reservoirs are considered proved if shown to be economically producible by either actual
production or conclusive formation tests. See Regulation S-X, Rule 4-10(a)(22)-(26), (Reg. § 210.4-10)
available on the Internet at www.sec.gov/divisions/corpfin/ecfrlinks.shtml.

Proved developed reserves are the portion of proved reserves that can be expected to be recovered through
existing wells with existing equipment and operating methods or in which the cost of the required equipment is
relatively minor compared to the cost of a new well.

Proved undeveloped reserves are the portion of proved reserves that are expected to be recovered from
new wells on undrilled acreage, or from existing wells where a relatively major expenditure is required for
recompletion.

Working interest is the operating interest that gives the owner the right to drill, produce and conduct
operating activities on the property and a share of production.

Workover is operations on a producing well to restore or increase production.
6



PART1

Item 1. Business.
General

ATP Oil & Gas Corporation was incorporated in Texas in 1991 and is engaged internationally in the
acquisition, development and production of oil and natural gas properties. Our management team has extensive
engineering, geological, geophysical, technical and operational expertise in developing and operating
properties in both our current and planned areas of operation. In the Gulf of Mexico and in the U.K. sector of
the North Sea (the “North Sea”), we seek to acquire and develop properties with proved undeveloped reserves
(“PUD”) that are economically attractive to us but are not strategic to major or large independent exploration-
oriented oil and gas companies. Occasionally we will acquire properties that are already producing or where
previous drilling has encountered reservoirs that appear to contain commercially productive quantities of oil
and gas even though the reservoirs do not meet the SEC definition of proved reserves. In the Gulf of Mexico
and North Sea, we believe that our strategy provides assets for us to develop and produce with an attractive
risk profile at a competitive cost.

During 2011, we acquired three licenses in the Mediterranean Sea covering potential natural gas resources
in the deepwater off the coast of Israel (“East Mediterranean”). In the East Mediterranean our licenses relate to
exploratory prospects where drilling has occurred nearby and hydrocarbons have been discovered by others.
Significant capital investment in the East Mediterranean related to one of these three licenses is expected to
begin in 2012. .

At December 31, 2011, we had estimated net proved reserves of 118.9 MMBoe, of which approximately
75.9 MMboe (64%) were in the Gulf of Mexico and 42.9 MMBoe (36%) were in the North Sea. The reserves
were comprised of 78.6 MMBBbIs of oil (66%) and 241.5 Bef of natural gas (34%). Our proved reserves in the
deepwater area of the Gulf of Mexico account for 62% of our total proved reserves and our proved reserves on
the Gulf of Mexico Outer Continental Shelf account for 2% .of our total proved reserves. Our natural gas
reserves are split between the Gulf of Mexico (57%) and the North Sea (43%). Of our total proved reserves,
8.3 MMBoe (7%) were producing, 19.0 MMBoe (16%) were developed and not producing and 91.6 MMBoe
(77%) were undeveloped. Our average working interest in our properties at December 31, 2011 was
approximately 81%. We operate 92% of our platforms. The estimated present value of future net pre-tax cash
flows of our proved reserves at December 31, 2011 was $4.2 billion. See “Item 2. Properties — Oil and Natural
Gas Reserves” for a reconciliation to our standardized measure of discounted future net cash flows.

At December 31, 2011, in the Gulf of Mexico, we owned leasehold and other interests in 38 offshore
blocks and 49 wells, including 23 subsea wells. We operate 43 (88%) of these wells, including 100% of the
subsea wells. In the North Sea, we also had interests in 13 blocks and two company-operated subsea wells.

As of the date of this report, we own an interest in 13 platforms including two floating production facilities
in the Gulf of Mexico, the ATP Titan at our. Telemark Hub and the ATP Innovator at our Gomez Hub. These
floating production facilities are fundamental to our hub strategy and business plan. The presence of these
facilities allows us a competitive advantage for additional acquisitions in a large area surrounding each
installation. A third floating production facility called an Octabuoy is under construction in China for initial
deployment at our Cheviot Hub in the UK. North Sea which is expected in 2014. We operate the ATP
Innovator and the ATP Titan and we also expect to operate the Octabuoy when it is placed in service. The
floating production facilities have longer useful lives than the underlying reserves and are capable of
redeployment to new producing locations upon depletion of the reserves. Accordingly, they are expected
eventually to be moved several times over their useful lives. '

Our Business Strategy

We seek to create value and reduce operating risks through the acquisition and subsequent development of
properties in areas that typically have:

« significant undeveloped reserves or nearby discoveries;
» close proximity to developed markets for oil and natural gas;

»  existing infrastructure or the ab111ty to install our own mﬁastructure of oil and natural gas pipelines and
production/processing platfonns



« . opportunities to aggregate production and create operating efficiencies that capitalize upon our hub
concept; and

» arelatively stable regulatory environment for offshore oil and natural gas developmentv and pfoduction.

~ In the Gulf of Mexico and the North Sea, our focus is on acquiring properties that are noncore or
nonstrategic to their current owners for a variety of reasons. For example, larger oil companies from time to
time adjust their capital spending or shift their focus to exploration prospects they believe offer greater reserve
potential. Some projects may provide lower economic returns to a company due to the cost structure and focus
of that company. Also, due to timing or budget constraints, a company may be unwilling or unable to- develop
a property before the expiration of the lease. With our cost structure and acquisition strategy, it is not unusial
for ‘us'to acquire a‘property at a cost that is less than the exploration and development costs incurred by the
previous owner. This strategy, coupled with- our expertise in our areas of focus and our ability to develop
projects, tends to make our oil and gas property acquisitions more financially attractive to us than tothe seller.
Given - our strategy of acquiring properties that contain proved reserves, or where previous drilling by others
indicates to us the presence of recoverable hydrocarbons, our operations typlcally are lower risk’ than
exploration-focused Gulf of Mexico and North Sea operators. -

~ * Since we operate almost all of the properties in which we acquire a working interest, we are able to
influence the plans and timing of a project’s development significantly. In addition, practically all of our
properties. have previously defined and targeted reservoirs, eliminating from our development plan the time
necessary in typical exploration efforts to locate and determine the extent of oil and gas reservoirs. 'We may
initiate new development projects by simultaneously obtaining the various required components such as the
pipeline and the production platform or subsea well completion equipment. -

Our Strengths

e Low Acquisition Cost Structure. We believe that our focus on acquiring properties with minimal
~cash investment for the proved undeveloped component allows us to pursue ‘the acqulsltlon of
- properties with minimal capital at risk. ~

¢ Significant Infrastructure Investment at our Hubs. With over $1 billion already invested in
infrastructure at our Gomez and Telemark Hubs and more than $492 million related to our Cheviot
Hub development, it is our belief that we have a competitive advantage to expand our* mterest in those
areas over other production companies that do not have such an investment.

o Technical Expertise and Significant Experlence We have assembled .a technical staff with an
average of over 29 years of industry experience. Our technical staff has specific expertise in the Gulf
of Mexico and North Sea offshore property development, including the implementation of subsea
completion technology.

e Operatmg Control. As the operator of a property, we are afforded greater control of the selection of
"\completxon and productlon equipment, the timing and amount of capital expenditures and the
'operatmg parameters and costs of the project. As of December 31, 2011, we operated all of our

~ properties under development, all of our subsea wells and 92% of our offshore platforms.
" e "Employee Ownership. Through employee ownership of company stock, we have assembled a staff
" whose business decisions are aligned with the interests of our ‘shareholders. As of March 1, 2012 our

executlve officers and dlrectors own approximately 14% of our common stock.
. Inventory of PrOJects We have substantlal reserves to develop in both the Gulf of Mexico and the
~ " North Sea.

There are also risk factors that could adversely affect our business. Please see Item 1A. Risk Factors.

Marketing and Delivery Commitments

We sell crude oil and natural gas production under price sensitive or market price contracts. Our revenues,
proﬁtablhty and future growth are substantially dependent on prevallmg pnces for oil and natural gas. The
price received by us for such productlon can fluctuate widely. Changes in the prices of oil and natural gas will
affect the economic viability of some of our proved reserves as well as our revenues, profitability and cash
flow. Additionally, involuntary curtailment of our oil or natural gas production, market, economic and
regulatory factors may in the future materially affect our ability to sell our oil or natural gas production.
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Occasionally, we sell a limited portion of our production utilizing fixed-price forward sales contracts, which
require us to deliver a fixed and determinable quantity of oil or gas to a predetermined Gulf of Mexico or
North Sea market delivery point. At inception of these contracts we expect to have sufficient production from
each local market to satisfy the commitments. Volume information by geographic area at December 31, 2011
regarding our fixed-price forward sales contracts is included in Note 13, “Denvatlve Instruments and Price
Risk Management Activities” to our Consolidated Financial Statements

Historically, we have sold our oil and natural gas procuction to.a relatively small .number of purchasers.
Due to the nature of oil and natural gas markets, and because oil and natural gas are commodities and there are
numerous purchasers in the areas in which we sell production, we do-not believe the loss of a single purchaser,
or a few purchasers; would materially affect our ability to sell our production. For the year ended December
31, 2011, revenues from two purchasers accounted for 67% and 20%, respectively; of oil and gas production
revenues. No other purchaser individually accounted for more than 10% of oil and gas production revenues.

Competition

We compete with major and independent oil and natural gas companies for property acquisitions. We also
compete for the equipment and labor required to operate and to develop these properties. Some of our
competitors have substantlally greater financial and other resources and may be able to sustain wide
fluctuations in the economics of our industry more easily than we can. Since we are in a highly regulated
industry, they may be able to absorb the burden of any changes in forelgn, federal, state and local laws and
regulations more easily than us. Our ability to acquire and develop additional propertles in the future will
depend upon our ability to conduct operatlons to evaluate and select suitable properties, to secure adequate
financing and to consummate transactions in this highly competitive env1ronment

Regulation
Gulf of Mexico

Federal Regulation of Sales and Transportation of Natural Gas. Historically, the transportation and sale
for resale of natural gas in interstate commerce has been regulated pursuant to the. Natural Gas Act of 1938 (the
“Natural Gas Act”), the Natural Gas Policy Act of 1978 and Federal Energy Regulatory: Commission
(“FERC”) regulations. ' In the past, the federal government has regulated the prices- at which natural gas could
be sold. Deregulation of natural gas sales by producers began with thé enactment of the Natural Gas Policy
Act of 1978. In 1989, Congress enacted the Natural Gas Wellhead Decontrol Act, which removed all
remaining Natural Gas Act and Natural Gas Policy Act of 1978 price and nonprice controls affectmg producer
sales of natural gas, effective J anuary 1,1993. '

.-Our sales of natural gas are affected by the ava11ab1hty, terms and cost of pipeline transportation. The
price and terms for access to pipeline transportation are subject to. extensive federal regulation. The FERC
requires interstate pipelines to provide open-access transportation on a not-unduly-discriminatory basis for all
natural gas shippers. The FERC frequently reviews and modifies its regulations regarding the transportation of
natural gas, with the stated goal of fostering competition within all phases of the natural gas industry. We
cannot predict what further action the FERC will take with regard to its regulations and open-access policies,
nor can we accurately predict whether the FERC's actions will achieve the goal of increasing competition in
markets in which our natural gas is sold. However, we do not believe that any action taken will affect us in a
way that materially differs from the way it affects other natural gas producers, gatherers and marketers.

The Outer Continental Shelf Lands Aet, also known as “OCSLA,” requires that all pipelines operating on
or across the Outer Continental Shelf (“OCS”) provide open-access, nondiscriminatory service.- Previously,
the FERC enforced this provision pursuant to its authority under both the Natural Gas Act and OCSLA. One
of FERC’s principal goals in carrying out OCSLA’s mandate was to‘increase transparency in the market to
provide producers and shippers on the OCS with greater assurance of open access service on pipelines located
on the OCS and nondiscriminatory rates and conditions of service on such pipelines. In 2003, the courts
determined that the FERC had only limited authority to enforce its open access rules on the OCS and decided,
instead, that such authority primarily rested with others, including the U.S. Department of the Interior (“DOI”).
The Bureau of Safety and Environmental Enforcement (“BSEE”) has jurisdiction under OCSLA to ensure that
all shippers seeking service on OCS pipelines transporting oil or gas pursuant to federal easements or rights-of-
way on the OCS receive open and nondiscriminatory access to such transportation. In furtherance of this
mandate, regulations were issued in 2008 establishing a process for a sthper transporting oil or gas production
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from OCS leases. to follow if it believes it has been denied open and nondiscriminatory access to OCS
pipelines and the remedies that BSEE may impose on a transporter that BSEE determmes has denied open or
nondiscriminatory access to an OCS shipper.

Additional proposals and proceedings that might affect the natural gas industry are pending before FERC
and the courts. The natural gas industry historically has been very volatile, and we expect such price volatility
to continue. Any extended decline in oil or gas prices could have a material adverse effect on our financial
position, ‘results ‘of operations, cash flows, the quantities of oil and gas reserves that we can economically
produce, and may restrict the types, quantities and concentration of various substances that can be released into
the environment, and impose substantial liabilities for pollution. Failure to comply with these laws and
regulations may result in the assessment of administrative, civil and criminal penaltles the imposition of
remedial obligations, and the issuance of injunctive relief.

Offshore dnllmg in some areas has been opposed by environmental groups and, in some areas, has been
restricted by governmental entities. In addition, following the blowout of the BP Macondo well and the
explosion and sinking of the Deepwater Horizon drilling rig in April 2010, the United States government
immediately undertook a series of actions in response to the blowout intended, in the near-term and the long-
term, to enhance safety and reduce the risk of future environmental disasters related to drilling operations on
the OCS. These actions included, among others: (i) the immediate imposition by the DOI of a moratorium,
until November 30, 2010, on drilling operations on the OCS in which a subsea blowout preventer (“BOP”) or a
surface BOP on a floating facility were utilized, which moratorium was officially lifted on October 12, 2010;
(ii) a reorganization of the federal Minerals Management Services that resulted in its functions being divided
among three new agencies, the Bureau of Ocean Energy Management (“BOEM™), the BSEE, and the Office of
Natural Resources Revenue (“ONRR™); and (iii) the promulgation of numerous new rules and regulations
affecting the process for obtaining drilling and other permits for oil and gas operations on the OCS, including
requirements for enhanced “blowout scenario” and “worst case discharge scenario” plans in connection with
Exploration Plans, Development and Production Plans, and Development Operations Coordination Documents
filed by OCS producers, compliance with regulations regarding the deployment, use, functionality, and testing
of BOPs, well design, well-bore integrity testing, and use of drilling fluids, and enhanced safety requirements
to manage operational hazards and impacts involved in offshore drilling. These actions, as well as any laws
that are enacted or other governmental actions that are taken in the future to prohibit or restrict offshore
drilling or to impose more stringent or costly environmental protection requirements, could have a material
adverse effect on the oil and natural gas industry in general and our offshore operations in particular.

Environmental Regulations. The Qil Pollution Act of 1990, also known as “OPA,” and related regulations
impose a variety of regulations on “responsible parties” related to the prevention of oil spills and liability for
damages resulting from such spills in navigable waters, adjoining shorelines or in the exclusive economic zone
of the U.S.. A “responsible party” includes the owner or operator of a facility or vessel, or the lessee or
permittee of the area in which an offshore facility is located. The OPA assigns liability to each responsible
party for the costs of cleaning up an oil spill and for a variety of public and private damages resulting from a
spill. While liability limits apply in some circumstances, a party cannot take advantage of liability limits if the
spill was caused by a party’s gross negligence or willful misconduct, a violation of a federal safety,
construction or operating regulation, or a failure to report a spill or to cooperate fully in a cleanup. Even if
applicable, the liability limits for offshore facilities require the responsible party to pay all removal costs, plus
up to $75.0 million in other damages. Few defenses exist to the liability imposed by the OPA.

The OPA also requires a responsible party to submit proof of its financial responsibility to cover
environmental cleanup and restoration costs that could be incurred in connection with an oil spill. Under this
Act, parties responsible for offshore facilities must provide financial assurance of at least $35.0 million ($10.0
million if the offshore facility is located landward of the seaward boundary of a state) to address oil spills and
associated damages, with this financial assurance amount increasing up to $150.0 million in certain
circumstances depending on the risk represented by the quantity or quality of oil that is handled by the facility.
We carry insurance coverage to meet these obligations. The OPA also imposes other réequirements, such as the
preparation of an oilspill contingency plan. A failure to comply with OPA’s requirements or inadequate
cooperation during a spill response action may subject a responsible party to civil or criminal enforcement
actions. We are not aware of any action or event that would subject us to liability under OPA, and we believe
that compliance with OPA’s existing financial responsibility and other operating requirements do not have a
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material adverse affect on us; however, an increase in the amounts of required coverage could have a material
adverse affect on us.

We are also regulated by the Clean Water Act, which prohibits any discharge of pollutants into waters of
the U.S. except in conformance with discharge permits issued by federal or state agencies. Further, the EPA
has adopted regulations requiring certain oil and natural gas exploration and production facilities to obtain
permits for stormwater discharges. Costs may be associated with the treatment of wastewater or developing
and implementing stormwater pollution prevention plans. We are also subject to similar state and local water
quality laws and regulations for any production or drilling activities that occur in state coastal waters. Failure
to comply with the ongoing requirements of the. Clean Water Act or analogous state laws may subject-a
responsible party to administrative, civil or criminal enforcement actions and impose liability on parties
responsible for those discharges for the costs of cleaning up any environmental damage caused by the release
and for natural resource damage resulting from the release. We are in material compliance with these
requirements.

We have in place for our Gulf of Mexico (“GOM”) operations a Regional Oil Spill Response Plan
(“Response Plan”) that covers the uncontrolled release of any hazardous material. The Response Plan details
procedures for the rapid and effective response to and remediation of spill events that may occur as a result of
ATP’s operations. The Response Plan is supplemented and updated as needed.

Our spill management team consists of an integrated organization of key personnel from ATP and a third-
party spill management group, O’Brien’s Oil Pollution Service, Inc. This team utilizes the National Incident
Management System (“NIMS”), which is a nationwide template, or organizational structure, which enables
federal, state, and local governments, as well as non-governimental organizations, to work together to prepare
for, prevent, if necessary respond to, and mitigate the effects of an incident.

Within the NIMS template is the Incident Command System (“ICS”), whlch estabhshes the functlonal
organizational structure of the team (“Response Team™). The ICS represents a best-practices emergency
response management structure for meeting the demands of any emergency situation. All members of the
Response Team, at a minimum, receive training and are tested through annual spill drills. The Response Team
is headed by an Incident Commander who has overall responsibility during the incident mitigation.

We are a member of Clean Gulf Associates (“CGA”), which is a not-for-profit association of producing
and pipeline companies operating in the GOM. CGA, coupled with the Marine Spill Response Corporation,
manage the response personnel and equipment, which are on call 24 hours a day, seven days a week. All of
these personnel and the associated equipment are managed by the Incident Commander through the ICS.

In addition, OCSLA authorizes regulations relating to safety and environmental protection applicable to
lessees and permittees operating on the OCS. Specific design and operational standards may apply to OCS
vessels, rigs, platforms and structures. Violations of lease conditions or regulations issued pursuant to OCSLA
can result in substantial civil and criminal penalties, as well as potential court injunctions curtailing operations
and the cancellation of leases. Such enforcement liabilities can result from either governmental or private
prosecution.

The Comprehensive Environmental Response, Compensation, and Liability Act, or “CERCLA,” also
known as the “Superfund” law, imposes liability, without regard to fault or the legality of the original conduct,
on certain classes of persons that are considered to have contributed to the release of a “hazardous substance”
into the environment. These persons include the owner or operator of the disposal site or sites where the
release occurred and companies that disposed or arranged for the disposal of the hazardous substances found at
the site. Under CERCLA, responsible persons may be subject to joint and several liability for the costs of
cleaning up the hazardous substances that have been released into the environment and for damages to natural
resources, and it is not uncommon for neighboring landowners and other third parties to file claims for
personal injury and property damage allegedly caused by the hazardous substances released into the
environment. While petroleum and natural gas liquids are specifically excepted from the definition of
“hazardous substance,” other wastes generated during oil and gas exploration and production activities may
give rise to cleanup liability under CERCLA. We do not believe that we are associated with any Superfund
site and we have not been notified of any claim, liability or damages under CERCLA.

The Safe Drinking Water Act (“SDWA”) regulates the underground injection of fluid (such as the
reinjection of brine produced and separated from oil and natural gas production) through a well. The SDWA
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of 1974, as amended establishes a regulatory framework for underground injection, with the main goal being
the protection of usable aquifers. The primary objective of injection well operating requirements is to ensure
the mechanical integrity of the injection apparatus and to prevent migration of fluids from the injection zone
into underground sources of drinking water. Failure to abide by our permits could subject us to civil or
criminal enforcement. We believe that we are in compliance in all material respects with the requirements of
apphcable state underground injection control programs and our penmts

We may also incur liability under the Resource Conservation and Recovery Act (“RCRA”) which
imposes requirements relating to the management and disposal of solid and hazardous wastes. While there
exists an exclusion from the definition of hazardous wastes for “drilling fluids, produced waters, and other
wastes associated with the exploration, development, or production of crude oil, natural gas or geothermal
energy,” in the course of our operations we may generate ordinary industrial wastes, including paint wastes,
waste solvents, and waste compressor oils that may be regulated as hazardous substances or hazardous waste.
Consequently, we may incur liability. for such hazardous substances and hazardous wastes under CERCLA,
RCRA, and analogous state laws. Under such laws, we could be required to remediate previously disposed
wastes or to perform remedial operations to prevent future contamination. ’

Our operations are' also subject to regulation of air emissions under the Clean Air Act (“CAA”) and
OCSLA. Implementation of these laws could lead to the imposition of new air pollution control requirements
on our operations. Therefore, we may incur capital expenditures over the next several years to upgrade our air
pollution control equipment. We could also become subject to similar state and local air quality laws and
regulations in the future if we conduct production or drilling activities in state coastal waters. However, we do
not believe that our operations would be materially affected by any such requirements, nor do we expect such
requirements to be any more burdensome to us than to other companies our size involved in similar oil and
natural gas development and production activities. :

On December 15, 2009, the EPA officially published its "Endangerment F1ndmg," an official finding that
emissions of carbon dioxide, methane and other greenhouse gases (“GHGs™) present an endangerment to
human health and the environment because emissions of such gases are, according to the EPA, contributing to
warming of the Earth’s atmosphere and other climatic changes. Under the Endangerment Finding and
subsequent regulations, the EPA has begun to promulgate GHG regulations. Beginning on January 2, 2011,
certain new "major sources" of greenhouse gases or major sources undergoing major modifications, as defined
and categorized by the EPA's "Tailoring Rule" issued on June 3, 2010, are required to obtain air quality
permits under the Clean Air Act's Prevention of Significant Deterioration Program. GHG reporting has also
become mandatory for specified large GHG emissions sources beginning in 2011 for emissions occurring in
2010, with EPA issuing a final rule on November 30, 2010, requiring reporting of GHG emissions from the oil
and gas industry. It is not possible to predict future regulations that may impose reporting obligations or limit
GHG emissions within the oil and gas industry. To the extent that those regulations are finalized, we could
incur costs to reduce emissions of GHGs associated with our operations. Any such regulations could adversely
affect demand for the oil, gas and NGL that the Company produces. Moreover, lawsuits have been filed
against other companies seeking to require them to reduce GHG emissions from their operations. These and
other lawsuits relating to GHG emissions may result in decisions by state and federal courts and agencies that
could impact our operations. :

Climate change legislative measures have been under con81derat10n by the U.S. Congress; but it is not
poss1ble at this time to predict whether or when the U.S. Congress may act on climate change legislation.
Certain states have begun 1mp1ement1ng legal measures to reduce emissions of GHGs. Other nations have also
been seeking to reduce emissions of GHGs, including part1c1pat10n in the “Kyoto Protocol,” an intetnational
treaty pursuant to which participating countries (not including the U.S.) have agreed to reduce their emissions
of GHGs to below 1990 levels by 2012. Depending on the particular jurisdiction in which the Company’s
operations are located, laws regulating GHGs may result in capital, comphance operating, and maintenance
costs, but the level of expenditures required to comply with these laws is uncertain and will vary by the
Company’s activities within these jurisdictions and market conditions.

See also the discussion of drilling permits in Item 7. Risks and Uncertainties.
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North Sea

Our proved reserves in the North Sea are located in the UK. sector Related government regulatrons in the
U.K. are discussed below. e

Regulation of Oil and Natural Gas Productzon Pursuant to the Petroleum Act 1998, all oil and natural gas
reserves contained in properties located in the UK. are the property of the UK. government The
development and production of oil and natural gas reserves in the U.K. Sector - North Sea requires a petroleum
production license granted by the U.K. government. Prior to developing a field, we are required to obtain from
the Secretary of State for Energy and Climate Change (the “Secretary of State) a consent to commence field
development. We would be required to obtain the consent of the Secretary of State prior to transferring an
interest in a license. The Petroleum Act 1998 also regulates the abandonment of facilities by licensees.

The terms of UK. petroleum production licenses are based on model license clauses applicable at the time
of issuance of the license. Licenses frequently contain regulatory provisions governing matters such as
working method, pollution and training, and reserve to the Sécretary of State the power to direct some of the
licensee's activities. For example, a licensee is precluded from carrying out development or production
activities other than with the consent of the Secretary of State or in accordance with a development plan which
the Secretary of State has approved. Breach of these requirements may result in the revocation of the license.
In addition, licenses may require payment of fees and royaltres on product1on and also impose certain other
duties.

The Petroleum Act 1998 imposes health and safety regulations on our offshore oil and natural gas
production activities in the U.K. In addition, the Mineral Workings (Offshore Installations) Act 1971 provides
a framework in which the government can impose additional regulations relating to health and safety. Since its
enactment, a number of regulations have been promulgated relating to offshore construction and operation of
offshore production facilities. Health and safety. offshore is further governed by the Health and Safety at Work
Act 1974 and applicable regulations.:

, Environmental Regulations. ‘Our operations are subjcct to environmental laws and rcgulatlons 1mposed by
both the European Union and the U.K. government. The offshore mdustry in the UK. is regulated with regard
to the environment before and during the ‘conduct of exploration and production activities. The hcensmg
requirements employ a preventive and precautionary approach. This is evident in the consultation that takes
place before a U.K. licensing round begins, whereby the Secretary of State, acting through the Department of
Energy and Climate Change, will consult with various public bodies having responsibility for the environment.
Applicants for production licenses are required to submit a statement of the general envrronmental policy of
the operator in respect of the contemplated license act1v1t1es and a summary of its management systems for
implementation of that pohcy and how those systems will be applied to the proposed work program. In
addition, the Offshore Petroleum .Production -and Plpe-lmes (Assessmient - of Environmental  Effects)
Regulatrons 1999, require the Secretary of State to exercise his licensing powers under the Petroleum Act 1998
in such a way to ensure that an environmental assessment is undertaken and considered before consent is given
to certain projécts.

Petroleum productlon licenses require the prior approval of the Secretary of State of a hcensee to act as
operator. The operator under a license organizes or supervises all or any of the development and productlon
operations of oil and natural gas properties subject thereto. As an operator, we may obtain operatlonal services
from third parties, but will remain fully respons1b1e for the operatlons as if we conducted them ourselves

Pipelines and Transportation. Our operations in the U.K. may entail the construction of offshore
pipelines, which are subject to the provisions of the Petroleum Act 1998:and other legislation. The Petroleum
Act 1998 requires a license to.construct and operate a pipeline.in U.K. North Sea, including its continental
shelf. Easements to permit the laying of pipelines must be obtained from the Crown Estate Commissioners
prior to their construction. We plan to use capacity in existing offshore pipelines in order to transport our.gas.
However, access to the pipelines of a third party would need to be obtained on a negotiated basis, and there is
no assurance that we can obtain such access to exrstmg prpehnes or obtaln access on terms that are favorable
to us.

The natural gas we produce may be transported through the UK.'s onshore national gas transmrssmn
system, or NTS. The NTS is owned by a licensed gas transporter, National Grid plc (“National Grid”). The
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terms on which National Grid must transport gas are governed by the Gas Acts of 1986 and 1995, the gas
transporter's license issued to National Grid under those Acts and a network code. For us to use the NTS, we
must obtain a shipper's license under the Gas Acts and arrange to have gas transported by National Grid within
the NTS. We would therefore be subject to the network code, which imposes obligations for payment, gas
flow nominations, capacity booking and correction of system imbalances. Applying for and complying with a
shipper's license, and acting as a gas shipper, is expensive and administratively burdensome. Thus, we intend
to sell natural gas “at the beach” before it enters the NTS or arrange with an ex1st1ng gas shipper to ship the gas
through the NTS on our behalf,

Compliance. We believe that our operations: in the Gulf of Mexico and North Sea are in substantial
compliance with current applicable laws and regulations. - While we expect that continued compliance with
existing requn'ements will not have a material adverse nnpact on us, there is no assurance that th1s will
continue.

Employees

At December 31, 2011 we had 59 full-time employees in our Houston office, seven full-time employees in
our U.K. office and two full-time employees in our Netherlands office. None of our employees is covered by a
collective bargammg agreement. We regularly use the services of independent consultants and contractors to
perform various professional services, particularly in the areas of construction, design, well-site supervision,
permitting and environmental assessment. Independent contractors usually perform field and on-site
production operation services for us, including gauging, maintenance, dispatching, inspection and well testing.

Avallable Information

Our Internet website is www. atpog.com and you may access, free of charge, through the Investor Relatlons
section of our website, our annual reports on Form 10-K; quarterly reports on Form 10-Q, current reports on
Form 8-K and amendments to such reports filed or furnished pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934, as amended, as soon as reasonably practicable after we electronically file such material
with, or furnish it to, the SEC. Information contained on our website is not part of this report. -Also, the SEC
maintains an internet site (www.sec. gov) that contains reports, proxy and other information about the
Company. The Company will provide a copy of the Form 10-K annual report upon the written request of any
shareholder.  Financial information regarding our operating segments is set forth in Note 14, “Segment
Information” of the Notes to Consolidated Financial Statements.

Item 1A stk Factors

You should carefully consider the following risks in addltlon to the other information included in this
report. Each of these risks could adversely affect our business, operating results and financial condition, as
well as adversely affect the value of an investment in our common stock or other securities.

If we are not able to generate sufficient funds from our operations and other financing sources, we may not be
able to finance our planned development activity, acquisitions or service our debt. A

We have been dependent on debt and equity financing to fund our cash needs that are not funded from
operations of the sale of assets. In addition, low commodity prices, production problems, disappointing drilling
results and other factors beyond our control could reduce our funds from operations and may restrict our ability
to obtain additional financing or to pay interest and principal on our debt obligations. Furthermore, we have
incurred losses in the past that may affect our ability to obtain financing. Quantifying or predicting the
likelihood of any or all of these occurring is difficult in the current domestic and world economy. For these
reasons, financing may not be availablé to us in the future on acceptable terms or at all. In the event additional
capital is required but not available on acceptable terms, we would curtail our acquisition, drilling,
development and other activities or could be forced to sell some of our assets on an untimely or unfavorable
basis. -

Our 2012 development plans in the Gulf of Mexico, as well as our longer term business plan, are
dependent on receiving approval for deepwater drilling, pipeline installation and other permits submitted to the
BOEM. While we believe we can satisfy the permitting requirements for our planned 2012 development

“wells, which we expect to allow us to increase our production from current levels, there is no assurance that
they will be received in time to benefit our 2012 results or that permits will be issued in the future.
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| Our longer term liquidity is dependent on the prevailing prices for oil and natural gas, which have
historically been very volatile. To mitigate price volatility, we expect to continue to hedge the sales pnce of a
portlon of our future production. . ‘

The U.S. governmental and regulatory response to the Deepwater Horizon drilling rig accident and resulting
oil spill could have a prolonged and material adverse impact on our Gulf of Mexico operations.

. Since May 2010 when the federal government imposed the first of a series of moratoriums on drilling in
the Gulf of Mexico, we have faced unparalleled difficulties in obtaining permits to continue our development
programs. Prior to the moratoriums, we anticipated developing and bringing to' production three additional
wells at our Telemark Hub and two additional wells at our Gomez Hub by the end of 2010. It has taken until
the first quarter of 2012 for us to bring to production all of the three additional wells at the Telemark Hub and,
during the third quarter of 2011, the two wells planned for the Gomez Hub were postponed to late 2012/early
2013 as the required permits had not yet been received. :

. The new wells that have been placed on production have taken longer to complete and bring to production
than originally planned. In addition, we have incurred capital and operating costs higher than we expected
primarily due to additional regulations imposed since the Deepwater Horizon incident. Additional adverse
regulatory responses could have a matenal adverse 1mpact on our financial position, results of operation and
cash flows.

Delays in the development of or production curtailment at our material properties, zncludzng at our Telemark
Hub, ‘may adversely affect our financial position and results of operattons

The size of our operations and our capital expenditures budget lnmts the number of properties that we can
develop in any given year. Complications in the development of any single major well or infrastructure
installation may result in a material adverse effect on our financial condition and results of operations. For
example, during 2011 and 2010, our operations were curtailed due to the imposition of the deepwater drilling
moratoriums and permitting slowdown. During 2009, delays obtaining workover permits for an operation at
our Gomez Hub pushed completion of the workover from the fourth quarter of 2009 to late January 2010.

In addition, relatively few wells contribute a substantial portion of our production. If we were to
experience operational problems or adverse commodity prices resulting in the curtailment of production in any
of these wells, our total production levels would be adversely affected which would have a material adverse
effect on our financial condition and results of operations.

Our actual development results are likely to differ from our estimates of our oil and gas reserves. We may
experience production that is less than estimated and development costs that are greater than estlmated in.our
reserve reports. Such di fferences may be material.

Estimates of our oil and natural gas reserves and the costs and timing associated with developing these
reserves may not be accurate. Additionally, at December 31, 2011, approximately 77% of our total proved
reserves are classified as undeveloped. Development of these reserves may not yield the expected results, or
the development may be delayed or the development costs may exceed our estimates, any ‘of which may
materially affect our financial position and results of operations. Development act1v1ty may result i in downward
adjustments of reserves or higher than estimated costs.

~ Our estimates of our proved oil and natural gas reserves and the estimated future net revenues from Such
reserves are based upon various assumptions, including assumptions required by the SEC relatmg to oil and
natural gas pnces drilling and operating expenses, capital expenditures, taxes and availability of funds. This
process requlres significant decisions and assumptlons in the evaluation of available geological, geophysical,
engineering and economic data for each reservoir. Therefore, these estlmates are mherently imprecise and the
“quality and reliability of this data can vary. : :

Any significant variance could materially affect the estimated quaﬁﬁiies and values of ourv proVed reserves.
Our properties may also be susceptible to hydrocarbon drainage from production by other operators on
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adjacent properties. In addition, we will likely adjust estimates of proved reserves to reflect production history,
results of development, prevailing oil and: natural gas prices and other factors, many of which are beyond our
control. Actual production, revenues, taxes, development expenditures and operating expenses with respect-to
our reserves may vary materially from our estimates.

We have significant debt, trade payables, other long-term obligations.

Our trade payables, other long-term obligations and related interest payment requirements and scheduled
debt matuntles may have important negatlve consequences. For instance, they could: ‘

make it more difficult or render us unable to satisfy these or our other ﬁnanc1al obligations;
require us to dedicate a substantial portion of any cash flow from operations to the payment of
overriding royalties or interest and.principal due under our debt, which will reduce funds available for
other business purposes; : :

e increase our vulnerability to general adverse economic and mdustry conditions; ;
limit our flexibility in planmng for, or reacting to, changes in our business and the mdustry in which
we operate;

o placeusata competltrve dlsadvantage compared to some of our competitors that have less financial
leverage; and

‘e limit our ability to obtain additional financing required to fund working capital and cap1ta1
expenditures and for other general corporate purposes.

Our ability to overcome our negative working -capital and to satisfy our financial . obligations and
commitments depends on our future operating performance and on economic, financial, competitive and other
factors, many of which are beyond our control. We cannot provide assurance that our business will generate
sufficient cash flow or that future financings will be available to provide sufficient proceeds to meet these
obligations. The inability to meet our financial obhgatlons and commitments will impede the successful
execution of our business strategy and the maintenance of our economic viability.

Oil and natural gas prices are volatile, and low prices have had in the past and could have in the future a
material adverse impact on our business.

- Ourrevenues, profitability and future growth and the carrying value of our propertles depend substantially
on the prices we realize for our oil and natural gas production. Our realized prices also affect the amount of
cash flow available for capital expenditures and our ability to borrow and raise additional capital.

Historically, the markets for oil and natural gas have been volatile, and they are likely to continue to be
volatile. For example, oil and natural gas prices increased significantly in late 2000 and early 2001 and then
steadlly declined in 2001. This phenomenon occurred again beginning in 2004 when oil prices began to climb
and reached an all-time high in mid 2008. By the end of 2008, oil had lost nearly two-thirds of its valug,
dropping from a high of $146 per barrel in July 2008 to a close of $45 per barrel in December 2008. In
February 2009, oil closed at its lowest price for the year of $33.98 per barrel. In 2011, oil climbed to $113.93
per barrel at one point. Among the factors that have caused and may continue to cause this volatility are:

worldwide or reg10na1 demand for energy, which is affected by economic conditions;
_ the domestic and foreign supply of oil and natural gas;

volatility in the value of the U.S. dollar relative to other currencies;

governmental regulations or lack of regulations around the world;

the uncertainty of when the BOEM will issue permits for deepwater drilling;

political conditions in oil or natural gas producmg regions;

the ability of the Orgamzatlon of Petroleum Exporting Countrles to agree upon and maintain oil prices

and production levels;

speculative trading in crude oil and natural gas derivative contracts;

weather conditions; and

price and availability of alternative fuels.
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It is impossible to predict oil and natural gas price movements with certainty. Lower oil and natural -gas
prices may not only decrease our revenues on a per-unit basis but also may reduce the amount of oil and
natural gas that we can produce economically. A substantial or-extended decline in oil and natural gas prices
may materially and adversely affect our future business, financial condition, results of operatlons liquidity and
ability to finance planned capital expenditures. Further, oil prices and natural gas prices do not necessarily
move together.

Rapid growth may place significant demands on our resources.

We have. experienced rapid growth in our operations and expect that significant expansion of our
operations will continue. Our rapid growth has placed, and our anticipated future growth will continue to place
a significant demand on our managerial, operational and financial resources due to:

the need to manage relationships with various strategic partners and other third parties;
.difficulties in hiring, managing and retaining skilled personnel necessary to support our rapid growth;
the need to train and manage a growing employee base; and

pressures for the continued development of our financial and information management systems.

" If we have not made adequate allowances for the costs and risks associated with this expansion or if our
systems, procedures or controls are not adequate to support our operations, our business could be adversely
impacted.

Our success depends on dedicated and skillful management and staff, whose departure could disrupt our
business operations.

Our success will depend on our ability to retain and attract experienced geoscientists and other
professional staff. As of December 31, 2011, we had 27 engineers, geologist/geophysicists and other technical
personnel in our Houston office, three engineers, geologist/geophysicists and other technical personnel in our
UK. location and one engineer in our Netherlands office. We depend to a large extent on the efforts, technical
expertise and continued employment of these personnel and members of our management team. If a significant
number of them resign or become unable to continue in their present role and if they are not adequately
replaced, our business operations could be adversely affected.

Our insurance coverage may not be sufficient to cover some liabilities or losses that we may incur.

We maintain insurance to protect the Company and its subsidiaries against losses arising out of our oil and
gas operations. Our insurance includes coverage for physical damage to our offshore properties, general (third
party) liability, workers compensation and employers liability, seepage and pollution and other risks. Our
insurance includes various limits and deductibles or retentions, which must be met prior to or in conjunction
with recovery. Additionally, our insurance is subject to the terms, conditions and exclusions of such policies.
For losses emanating from offshore operatlons we have up to an aggregate of $2.5 billion of various insurance
coverages with individual policy limits ranging from $1.0 million to over $500 million each. While we
maintain insurance levels, deductiblés and rétentions that we believe are prudent and responsible, there is no
assurance that such coverage will adequately protect us against 11ab111ty from all potential consequences and
damages.

In general, our current insurance policies cover physical damage to our oil and gas assets. The coverage is
designed to repair or replace assets damaged by insurable events.

Our excess liability policies generally provide coverage (dependent on the asset) for bodily injury and
property damage, including coverage for negative environmental effects such as seepage and pollution. This
liability coverage would cover claims for bodily injury or death brought against the company by or on behalf
of individuals who are not employees of the company. The liability limits scale to either our operating interest
or the total insured interest including nonoperating partners.

Our energy insurance package includes coverage for operator’s extra expense, which: provides coverage
for control of well, re-drill and pollution arising from a covered event. We maintain a $150 million Oil Spill
Financial Responsibility policy in order to provide a Certificate of Financial Responsibility to the BSEE under
the requirements of the Oil Pollution Act of 1990. Additionally, as noted abeve, our excess liability policies
provide coverage (dependent on the asset) for bodily injury and property damage, including coverage for
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negative environmental effects such as seepage and pollution. Legislation has been proposed but has not
passed to increase the limit of the Oil Spill Financial Responsibility policy required for the certificate and there
is no assurance that we will be able to obtain this insurance should that happen.

The occurrence of a significant accident or other event not fully covered by our insurance could have a
materially adverse effect on our operations and financial condition. Our insurance does not protect us against
all operational risks. We do not carry business interruption insurance at levels that would provide enough
funds for us to continue operating without access to other funds. For some risks, we may not obtain insurance
if we believe the cost of available insurance is excessive relative to the risks presented. Because third-party
contractors and other service providers are used in our offshore operations, we may not realize the full benefit
of worker’s compensation laws in dealing with their employees. In addition, pollution and environmental risks
generally are not fully insurable.

Our price risk management decisions may reduce our potential gains from increases in commodity prices and
may result in losses.

We utilize commodity derivative instruments and fixed-price forward sales contracts' with respect to a
portion of our expected production in order to manage our exposure to oil and natural gas pnce volatility.
These instruments expose us to risk of financial loss if:

e production is less than expected for forward sales contracts;

¢ the counterparty to the derivative instrument defaults on its contract obligations; or

o there is an adverse change in the expected differential between the underlying price in the derivative
instrument or fixed-price forward sales contract and actual price received.

Our results of operations may be negatively impacted in the future by our derivative instruments and fixed-
price forward sales contracts as these instruments may limit any benefit we would receive from increases in the
prices for oil and natural gas.

Potential regulations under the Dodd-Frank Act regarding derivatives could adversely impact our ability to
engage in commodity price risk management activities.

Periodically we enter into commodity derivative instruments as an economic hedge on a portion of our oil
and natural gas sales. On July 21, 2010, Congress enacted the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the “Dodd-Frank Act”), which imposes a comprehensive regulatory scheme significantly
impacting companies engaged in over-the-counter (“OTC”) swap transactions. The Dodd-Frank Act generally
applies to “swaps” entered into by “major swap participants” and/or “swap dealers,” each as defined in the
Dodd-Frank Act. A swap is very broadly defined in the Dodd-Frank Act and includes an energy commodity
swap. A swap dealer includes an entity that regularly enters into swaps with counterparties as an “ordinary
course of business for its own account.” Furthermore, a person may qualify as a major swap participant if it
maintains. a substantlal position” in outstanding swaps, other than swaps used for “hedging or mitigating
commercial risk” or whose positions create substantial exposure to its counterparties or the U.S. financial
system. The Dodd-Frank Act subjects swap dealers and major swap participants to substantial supervision and
regulation by the U.S. Commodity Futures Trading Commission (“CFTC”), including capital standards,
margin requirements, business conduct standards, and recordkeeping and reporting requirements. It also
requires most regulated swaps to be cleared through a derivatives clearing organization (“DCO”) registered
with the CFTC. By clearing through a DCO, each party to a swap will be required to provide collateral to the
DCO to settle, on a daily basis, any credit exposure resulting from fluctuations in market prices. The CFTC
also has the authority to impose position limits on companies trading in OTC derivatives markets. Although
the Dodd-Frank Act provides a framework for regulating OTC swap transactions, the substance of the Act will
be set forth in numerous rules subsequently promulgated by the CFTC and other agencies. Because the CFTC
has not yet clearly articulated the scope of key definitions in the Dodd-Frank Act, such as “swap,” “swap
dealer” and “major swap participant,” and because the parameters of Dodd-Frank Act requirements are still
shifting, it is impossible to know exactly how the Dodd-Frank Act will impact our business. However, the
issuance’ of any rules or regulations: relating to the Dodd-Frank Act that subject us to additional business
conduct standards, position limits and/or reporting, capital, margin or clearing requirements with respect to our
energy commodity swap risk management positions could have an adverse.effect on our ability to hedge risks
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associated with our business or on the cost of our hedging activities. If we are required to post collateral as a
result of new rules, we would have to do so by utilizing cash or letters of credit, to the extent allowed by our
credit agreements, which would reduce our liquidity position and increase costs. These changes could
materially reduce our hedging opportunities and increase the costs assoc1ated with our hedging programs, both
of which could negatively affect our cash flow.

The unavailability or increased cost of drilling rigs, equipment, supplies, personnel and oilfield services could
adversely affect our ability to execute on a timely basis our development plans and abandonment operations
within our budget.

Shortages or increases in the cost of drilling rigs, equipment, supplies or personnel could delay or
adversely affect our operations, which could have a material adverse effect on our business, financial condition
and results of operations. Changes in the level of drilling activity in the Gulf of Mexico and the North Sea
affects the availability of offshore rigs and associated equipment. In periods of increased drilling activity in the
Gulf of Mexico and the North Sea, we may experience increases in associated costs, including those related to
drilling rigs, equipment, supplies and personnel and the services and products of other vendors to the industry.
These costs may increase further and necessary equipment and ‘services may not be available to us at
economical prices. For the years ended December 31, 2011, 2010 and 2009, we recorded losses on
abandonment of $3.9 million, $4.8 million and $2.9 million, respectively, primarily as a result of unanticipated
increases in service costs in the Gulf of Mexico.

We may suffer losses as a result of foreign currency fluctuations.

The net assets, net earnings and cash flows from our wholly owned subsidiaries in the UK., Israel and the
Netherlands are based on the U.S. dollar equivalent of such amounts measured in the applicable local currency.
These foreign operations have the potential to impact our financial position due to fluctuations in foreign
currency exchange rates. Any increase in the value of the U.S. dollar in relation to the value of the local
currency will adversely affect our revenues from our foreign operations when translated into U.S. dollars.
Similarly, any decrease in the value of the U.S. dollar in relation to the value of the local currency will increase
our development costs in our foreign operations, to the extent such costs are payable in foreign currency, when
translated into U.S. dollars. Included in the net assets of one of our foreign subsidiaries are significant amounts
for assets under construction in China, the obligations for which are denominated in local currency and which
therefore present us with additional exposure to currency fluctuations. We currently have no derivatives or
other financial instruments in place to hedge the risk associated with the movement in foreign currency
exchange rates.

The oil and natural gas business involves many uncertainties and operating risks that can prevent us from
realizing profits and can cause substantial losses.

Our development activities may be unsuccessful for many reasons, including cost overruns, equipment
shortages and mechanical difficulties. Moreover, the successful drilling of an oil or natural gas well does not
ensure a profit on investment. A variety of factors, both technical and market-related, can cause a well to
become uneconomic or only marginally economic. In addition to their cost, unsuccessful wells can hurt our
efforts to replace reserves.

The oil and natural gas business involves a variety of operating risks, including:

fires;

explosions;

blow-outs and surface cratering;

uncontrollable flows of natural gas, oil and formation water;
pipe, cement, subsea well or pipeline failures;

casing collapses;

embedded oil field drilling and service tools;

abnormally pressured formations;

environmental accidents or hazards, such as natural gas leaks, oil spills, pipeline ruptures and
discharges of toxic gases; and

e hurricanes and other natural disasters.

19



If we experience any of these problems, it could affect well bores, platforms; gathering systems and
processing facilities, which could: adversely affect our ability to conduct operations. We could. also incur
substantial-losses in excess of our insurance coverage as a result of: ~

" injury or loss of life;
severe damage to and destruction of property, natural resources and equlpment
pollution and other environmental damage;
clean-up responsibilities;
regulatory investigation and penalties;
suspension of our operations; and
repairs to resume operations.

Offshore operatlons are also subject to a vanety of operating risks peculiar to the marine envuonment
such as capsizing, collisions and damage or loss from hurricanes. or other adverse weather conditions. These
conditions can cause substantial damage to facilities and interrupt production. As a result, we could incur
substantial liabilities that could reduce or eliminate the funds- available for development or leasechold
acquisitions, or result in loss of equipment and properties. S e

Our Gulf of Mexico properties are subject to rapid production declines. Therefore, we are required to replace
our reserves at a faster rate than companies whose onshore reserves have longer production periods. We may
not be able to identify or complete the acquisition of properties with sufficient proved reserves to zmplement
our business strategy.

Reservoirs in the Gulf of Mexico are typically prolific producers due to their high permeability and
efficient completions. Reserves can therefore be produced rapidly. As of December 31, 2011, we project
normalized annual decline rates of 19% for oil and 17% for gas in our Gulf of Mexico deepwater fields. While
this results in recovery of a relatively higher percentage of reserves from Gulf of Mexico properties during the
initial years of production, we must incur significant capital expenditures to replace declining production.

We may not be able to identify or complete the acquisition of properties with sufficient reserves or
reservoirs to implement our business strategy. As we produce our existing reserves, we must identify, acquire
and develop properties through new acquisitions or our level of production .and cash flows will be adversely
affected. The availability of properties for acquisition depends largely on the divesting practices of other oil
and natural gas companies, commodity prices, general economic conditions and other factors that we cannot

control or influence. A:substantial decrease in the availability of oil and gas properties that meet our criteria in
our areas of operation, or a substantial increase in the cost to acquire these properties, would adversely affect
our ability to replace our reserves.

We may incur substantial impairment write-downs.

We account for our oil and gas property costs using the successful efforts accounting method. Under the
successful efforts method, lease acquisition costs and intangible drilling and development costs on successful
wells and development dry holes are capitalized. Costs of drilling exploratory wells are 1mt1ally capitalized,
but charged to expense if and when a well is determined to be unsuccessful.

If management’s estimates of the recoverable reserves on a property are revised downward, if development
costs exceed previous estimates or if oil and natural gas prices decline, we may be required to record additional
noncash impairment write-downs in the future, which would result in a negative impact to our financial
position and earnings. We review our proved oil and gas properties for impairment on a depletable unit basis
whenever events or changes in circumstances indicate that an asset's carrying amount may not be recoverable.
To determine if a depletable unit is impaired, we compare the carrying value of ‘the depletable unit to the
undiscounted future net cash flows by applying management's estimates of future oil and gas prices to the
estimated future production of oil and gas reserves over the economic life of the property and deducting
estimated future operating and development costs. Future net cash flows are based upon reservoir engineers'
estimates of proved reserves. In addition, other factors such as probable and possible reserves are taken into
consideration when justified by economic conditions and actual or planned drilling or. other development
activities. For a property determined to be impaired, an impairment loss equal to the excess of the carrying
value over the estimated fair value of the impaired property will be recognized. Fair value, on a depletable unit
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basis, is estimated. to be the present value of the aforementioned expected future net cash flows. Any
impairments of proved properties are aggregated in accumulated depletion, depreciation, amortization .and
impairment, and reduce our basis in the asset. Each part of this calculation is subject toa large degree of
judgment, including the determination of the depletable units’ estimated reserves, future net cash flows and fair
value. We recorded impairments during the years ended December 31, 2011, 2010 and 2009 totaling $53.0
million, $42.4 million and $44.6 million, respectively, on certain proved properties in the Gulf of Mexico. We
also recorded impairments totaling $14.9 million during 2010, on certain proved properties in the North Sea.

Impalrments of unproved propertxes were $3.4 million, $6.0 million and $1.2 Imlhon in 2011, 2010 and
2009, respectively, pnmarlly related to surrendered leases i in the Gulf of Mex1co '

Management’s assumptions in calculating oil and gas reserves or estimating the future cash flows or fair
value of our properties are subject to change at any time as economic conditions change. Changes in reserve
volumes or commodity price forecasts will directly impact our estimates of future cash flows and property fair
values. Adverse Changes in these variables could result in the recognition of 1mpa1rment expense, which would
reduce our net 1ncome (or increase a net loss) and reduce our basis in the related asset

We may be unable t0 identify liabilities associated with the properties that we acquzre or obtain protectzon
Jrom sellers against them.

Acquiring oil and gas properties requires us to assess reservoir and infrastructure characteristics; including
recoverable reserves, development and operating costs and potential environmental and other liabilities. Such
assessments are inexact and inherently uncertain. In connection with the assessments, we perform a review of
the subject properties, but such a review will not reveal all existing or potential problems. In the course of our
due diligence, we may not inspect every well, platform or pipeline. We cannot necessarily observe structural
and environmental problems, such as pipeline corrosion, when an inspection‘is made: We may. not be able to
obtain contractual indemnities from the seller for liabilities created prior to our purchase of the property. We
may be required to assume the risk of the physical condition of the properties in addition to the risk that the
properties may not perform in accordance with our expectations. « :

Competition in our industry is intense, and we are smaller than some of our competztors in the Gulf of Mexico
and in the North Sea.

We compete with major and independent oil and natural gas companies for property acqmsmons We also
compete for the equipment and labor required to operate and to develop our- properties. Some of our
competitors have substantially greater financial and other resources than we do. In‘addition, larger competitors
may be able to absorb the burden of any changes in federal, state and local laws and regulations more easily
than we can, which would adversely affect our competitive position. These competitors may be able to pay
more for oil and natural gas properties and may be able to define, evaluate, bid for ‘and acquire a greater
number of properties than we can. Our ability to acquire additional properties and develop new and existing
properties in the future will depend on our ability to conduct operations, to evaluate and' select su1table
properties and to consummate transactions in this highly competitive environment. :

Members of our management team own a significant amount of common stock, giving them inﬂit'ence‘ in
corporate transactions and other matters, and the interests of these individuals could differ ﬁom those of other
shareholders. : »

Members of our management team beneficially own approximately 14% of our outstanding shares of
common stock at March 2, 2012. As a result, these shareholders are in a position to significantly influence the
outcome of matters requiring a’ shareholder vote, including the election of directors, the adoptlon of ‘an
amendment to our certificate of formation and the approval of mergers and other significant corporate
transactions. Their influence may delay or prevent a change of control and may adversely affect the votmg and
other rights of other shareholders. :

Terrorist attacks or similar hostilities may adversely impact our. results of operatlons :

The terrorist attacks that took place in the U.S. on September 11, 2001 were unprecedented events that
have created many economic and political uncertainties, some of which may matenally adversely impact our
business. Uncertainty sutrounding military strikes or a sustained military campaign may affect our operations
in unpredictable ways, including disruptions of fuel supplies and markets, particularly oil markets, and the
possibility that infrastructure facilities, including pipelines, production facilities, processing plants and

21



refineries, could be direct targets of, or indirect casualties of, an act of terror or war. The continuation of these
developments may subject our operations to increased risks and, depending on their ultimate magnitude, could
have a material adverse effect on our business, results of operations, financial condition and prospects.
Additionally, we could be affected adversely by direct cyber attacks against our information systetns.

We are subject to complex laws and regulations, including environmental regulations that can adversely aﬁ’ect
the cost, manner or feasibility of doing business.

As discussed above, development, production and sale of oil and natural gas in the Gulf of Mexico and in
the North Sea are subject to extensive laws and regulations, including environmental laws and regulations. We
may be required to make large expenditures to comply with environmental and other governmental regulations.

Under these laws and regulations, we could be liable for personal injuries, property damage, oil spills,
discharge of hazardous materials, remediation and clean-up costs and other environmental damages. Failure to
comply with these laws and regulations also may result in the suspension or termination of our operations and
subject us to administrative, civil and criminal penalties. Moreover, these laws and regulations could change
in ways that substantially increase our costs. Accordingly, any of these liabilities, penalties, suspensions,
terminations or regulatory changes could materially adversely affect our financial condition and results of
operations.

Legislation and regulations pertaining to climate change and greenhouse gas emissions have the potential
to materially adversely impact our business, financial condition, results of operations and cash flows, including
costs of compliance and permitting delays. The: extent and magnitude of these adverse impacts cannot be
reliably or accurately estimated at this time because specific regulatory and legislative requirements have not
been finalized and uncertainty exists with respect to the measures being considered, the costs and the time
frames for compliance, and our ability to pass compliance costs on to our customers.

Certain federal income tax deductions currently available with respect to oil and gas exploratzon and
development may be eliminated as a result of future legislation. ‘

Periodically, legislation is introduced to eliminate certain key U.S. federal income tax preferences
currently available to oil and gas exploration and production companies. Such changes include, but are not
limited to, (i) the repeal of the percentage depletion allowance for oil and gas properties; (ii) the elimination of
current deductions for intangible drilling and development costs; (iii) the elimination of the deduction for
certain U.S. production activities; and (iv) an extension of the amortization period for certain geological and"
geophysical expenditures. Several of these changes were included in White House budget proposals released
on February 26, 2009, February 1, 2010, February 14, 2011 and February 13, 2012, and may be raised again in
the future. Additionally, since the ﬁrst White House proposal multiple bills have been proposed in Congress to
implement many of these changes. It is unclear, however, whether any of these changes will be enacted or how
soon they could be effective. ‘

Our ability to use our net operating losses to offset our future taxable income may be severely lzmzted under
Section 382 of the Internal Revenue Code.

Section 382 of the Internal Revenue Code of 1986, as amended (the “LR.C.”), generally limits the ability
of a corporation that undergoes an “ownership change” to utilize its net operating loss carryforwards (“NOLSs”)
and certain other tax attributes against future taxable income in periods after the ownership change. The
amount of taxable income in each tax year after the ownership change that may be offset by pre-change NOLs
and certain other pre-change tax attributes is generally equal to the product of (a) the fair market value of the
corporation’s outstanding stock immediately prior to the ownership change and (b) the long-term tax exempt
rate (i.c., a rate of interest established by the Internal Revenue Service that fluctuates from month to month.) In
general,.an “ownership change” occurs whenever the percentage of the stock of a corporatlon owned, directly

or mdlrectly, by “5-percent stockholders” (within the meaning of Section 382 of the LR.C.) increases by more
than 50 percentage points over the lowest percentage of the stock of such corporation owned, directly or
indirectly, by such “5-percent stockholders” at any time over the preceding three years.
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Our NOLs and certain other tax attributes are subject to an annual limitation as a result of an ownership
change we experienced in November 2007. Additional ownership changes could further reduce our annual
NOL limitation if our equity value at the time of the ownership changes is significantly below our equity value
as of the date of the November 2007 ownership change. Issuances of our stock, sales or other dispositions of
our stock by certain significant stockholders, certain acquisitions of our stock and issuances, sales or other
dispositions or acquisitions of interests in certain significant stockholders could trigger additional ownership
changes. We have little or no control over any such events. If additional ownership changes occur, any further
limitation on our use of NOLs and certain other tax attributes-to offset our taxable income could result in a
significant increase in our future income' tax payments, and could negatively-affect our financial condition,
results of operation and our ability to make payments on our outstanding indebtedness. :

Ttem 1B. Unresolved Staff Comments.
, None

Item 2. Properties.

‘General

We are engaged in the acquisition, development and production of oil and natural gas properties in the
Gulf of Mexico and the North Sea. At December 31, 2011, in the Gulf of Mexico, we owned leasehold and
other interests in 38 offshore blocks and 49 wells, including 23 subsea wells. We operate: 43 (88%) of these
wells, including 100% of the subsea wells. In the North Sea, we also had interests in 13 blocks and two
company-operated subsea wells. Our average working interest in our properties at December 31, 2011 was
approximately 81%. As of December 31, 2011, we had leasehold interests and licenses located in the Gulf of
Mexico, North Sea and East Mediterranean (dlscussed below) covering approxunately 588,459 gross (348,109
net acres) of which 159,658 gross acres (111 ,226 net acres) were developed.

As of the date of this report, we own an interest in 13 platforms including two floating production: facﬂltles
in the Gulf of Mexico, the ATP Titan at our Telemark Hub and the ATP Innovator at our Gomez Hub. These
floating production facilities are fundamental to our hub strategy and business plan. The presence of these
facilities allows us a competitive advantage for additional acquisitions in a large area surrounding each
installation. A third floating production facility called an Octabuoy is under construction in China for initial
deployment at our Cheviot Hub in the U.K. North Sea which is expected in 2014. We operate the ATP
Innovator and the ATP Titan and we also expect to operate the Octabuoy when it is placed in service. The
floating production facilities have longet useful lives than the underlying reserves and are capable of
redeployment to new producing locations upon depletion of the reserves. Accordmgly, they are expected
eventually to be moved several times over their useful lives.

During 2011, we acqulred three licenses in the East Mediterranean covering potential natural gas resources
in the deepwater off the coast of Israel. In the East Mediterranean our licenses relate to exploratory prospects
where drilling has occurred nearby and hydrocarbons have been discovered by others. Our capital investment
in the East Mediterranean related to these three licenses was mmlmal for 2011 and we are preparing our
exploration and development plans for drllhng in 2012

Gulf of Mexico

Acquisitions — During November and December 2011, we acqun'ed an aggregate additional 45% interest in
Green Canyon Block 300 (“GC”) from former partners in the project. 'We now operate that property with a
100% workmg interest. -

Dispositions — During December 2011, we sold to a third party our 100% working interest in the deep
operating rights of one of our Gulf of Mex1co properties resulting in substantlally all of the $27.0 million gain
on disposal of properties we recognized in 2011.

Development — In 2011, we achieved first production from MC Block 941 A-2 located in our
Telemark Hub which utilizes the ATP Titan floating production platform. The well was completed at a
measured depth of 17,600 feet. We have also completed at a vertical: depth of 17,220 feet and achieved
first production in February 2012 at the fourth Telemark Hub well at MC Block 942 A-3. We are the
operator and have a 100% working interest in the Telemark Hub. At Green Canyon 300 (“Clipper,” ATP
operated), we successfully completed two wells located in approximately 3 ,500 feet of water and at a measured
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depth of approximately 16,000 feet. The wells are currently completed and shut in. We expect first
production in the latter part of 2012 ‘after installation of a pipeline from the wells to a host facility. In June
2011, we completed and returned to productlon the MC Block 711 #5 well brmgmg to six the number of wells
producing at our Gomez Hub. . : v

North Sea - Development '

“During 2011, the work on the Octabuoy ﬂoatmg production facility, contmued in the shxpyard Platform
topsides -are under construction in China (the utility module) and.the U.S. (the processing module).. Upon
completion of the processing module it will be shipped to China to be joined with the utility-module. The hull
and topsides will then sail to Norway for final commissioning and on to-the Cheviot field in the North Sea
where production is expected to begin i in 2014.

In addition to Cheviot, we are working on our Skipper and Blythe pro;ects in the UK. North Sea. At
Skipper, an oil project, an appraisal well to test production rates is scheduled for next year. At Blythe,
predominately a gas project, discussions are ongoing to determine the most economic offtake route for the gas
from this field. Development at Blythe is expected to commence in 2012. Skipper is located in the central U.K.
North Sea in water depths of approximately 300 feet. Blythe is located in the Southern Gas Basin in water
depths of approximately 100 feet. We operate both Sklpper and Blythe and have a 50% workmg interest
ownershlp in each.

Israel Exploratlon

Durmg June 2011 through our subsidiary, ATP East Med B.V., we acquired mterests in three deepwater
licenses in the Mediterranean Sea offshore Israel for $1.7 million. We will operate our licenses, Shimshon,
Daniel East and Daniel West, which are exploratory prospects where dnllmg has occurred nearby and
hydrocarbons have been discovered by others. We anticipate initial drilling during the second quarter of 2012
and expect to spend between $24 and $29 million dunng 2012 related to the m1t1al exploratory well on the
Shimshon license. . :

Oll and Natural Gas Reserves

References below to various . classifications of .oil and natural gas reserves have the meanings set forth
under the caption “Certam Definitions” at the front of this report. :

 Our busmess strategy is to acqulre proved reserves, typlcally undeveloped, and to begm producmg those
reserves as. rapxdly as poss1ble ‘Occasionally we will acquire properties where previous drilling has
encountered reservoirs that appear to contain economically productive quantltles of oil and gas even though the
réservoirs do not meet the SEC definition of proved reserves. :

The following table presents our estimated net proved oil and natural gas reserves (all from tradltlonal
resources) at December 31, 2011 based on reserve reports prepared by independent petroleum engineers
Collarini Assoc1ates and Ryder Scott Company, L.P. for our Gulf of Mexico reserves and Collarini Associates
for our UK. reserves: The technical personnel responsible for preparing the reserve estimates at both Collarini
Associates and Ryder Scott Company, L.P. meet the requirements regarding quahﬁcatlons independence,
objectivity,-and confidentiality sét-forth in the Standards Pertaining to the Estimating and Auditing of Oil and
Gas Reserves Information promulgated by the Society of Petroleum Engineers. Both are mdependent firms.of
petroleum engineers, geologists, geophysicists, and petrophyswlsts they do not own an. interest in our
properties and are not employed on a contingent fee basis.

Proved Reserves

; Deve_lope_d__ . _Undeveloped ' Total

GulfofMexico' R . . R » o | L

Oil and NGL (MBbs) ........... rereerereanserersserarenerenees 18,590 34,351 52,941

Natural gas (MMCE)......c.cvevrerrerrirerirerressssesssnisnsens 46309 91,729 138,038

Total provedreserves (MBoe)......'...;;,..................;... 26308 ., 49,640 © 75,948
North Sea ‘ ' ‘ B ' ! o

Oil and NGL (MBbls) ........................................ o : 6 25,667 25,673

Natural 2as (MMCE)......c.icoemvrrenccinireeiesnenisssennies 5,940 97,519 o 103459

- Total proved reserves (MBO€).........cco.ucverenns rereeiien 996 T 41,921 C42917
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Total i . o ‘ . ‘
“Oil and NGL (MBbIs) ........ SO TOTRRN 18,596 © 60,018 78,614

‘Natural gas (MMcf)............... et e nate ' 52,249 1189248 ¢ 241,497
Total proved reserves (MBOE).....ccccevviiereverivvvrennenns ’ ‘ 27,304 91,561 118,865

- Our corporate reservoir engineering group has oversight and compliance responsibility for the internal
reserve estimation process and provides data to the independent third-party engineers who estimate our
reserves. The management of th1s group, which includes the Chief Operating Officer, consists of a degreed
petroleum engineer with 29 years of’ industry experience, including 13 years of experience managmg ATP’s
reserves. Annually, this petroleum engineer attends continuing technical education courses. He is a 27-year
member of the Society of Petroleum Engineers. :

The estimates of proved reserves in the table above do not. dlffer from those we have filed with other
federal agencies. The process of estimating oil and natural gas reserves is complex. It requires various
assumptions, including assumptions relating to oil and natural gas prices, drilling and operating expenses,
capital expenditures, taxes and availability of funds. We must project production rates and tnnmg of
development expenditures. We analyze available geological, geophysical, production and engineering data,
and the extent, quality and reliability of this data can vary. Recovery of undeveloped reserves generally
requires significant capital expenditures and successful drilling and completion operations. Although the
reserves and the costs associated with developing them are estimated in accordance with SEC standards, the
estimated costs may be inaccurate, development may not occur as scheduled and results may not be as
estimated. Therefore, estimates of oil and natural gas reserves are inherently imprecise. Estimates of reserves
may increase or decrease as a result of future operations.

Proved Undeveloped Reserves (“PUDs")

As of December 31, 2011, our PUDs totaled 60.0 MMBbls of crude oil and 189.2 Bef of natural gas, for a
total of 91.6 MMBoe. As of December 31, 2010, our PUDs totaled 61.5 MMBbls of crude oil and 246.8 Bef
of natural gas, for a total of 102.6 MMBoe. The 11.1 MMBoe decrease in PUDs in 2011 is primarily due to:
(i) a net 6.8 MMBoe decrease at our Telemark Hub related to the conversion of the MC Block 941 A-2 well
to proved developed producing and other revisions to the existing PUDs; (ii) the conversion of 3.9 MMBoe of
PUD:s into proved developed reserves at our Clipper Field; (iii) the write-off of 1.4 MMBoe related to South
Timbalier Block 77 due to lease expiration; (iv) upward revisions of 1.0 MMBoe at various properties. Costs
incurred relating to the development of PUDs in 2011 were approximately $506 million, excluding capitalized
interest. Approximately 47% of our PUDs at December 31, 2011 were associated with our major development
hubs at Telemark and Gomez in the Gulf of Mexico. We had planned to convert additional reserves to proved
developed during 2011 at these two hubs, however due to delays in obtaining drilling permits, some of those
expected conversions are delayed into 2012 and beyond. An additional 42% of PUDs at December 31, 2011
were associated with an active development project at the Cheviot field in the UK. sector of the North Sea
discussed further below. : :

At December 31, 2011, the reserves at our Cheviot field which were first booked in 2005 have been
classified as undeveloped for more than five years. This field is in the northern part of the North Sea in a water
depth of over 500 feet. Our original development plan for the field included the use of a concrete structure
platform; however due to environmental regulations in the European Union imposed after acquisition of
Cheviot,-this type of structure was subsequently disallowed in the North Sea and our development plan had to
be modified to utilize a floating production platform. With the knowledge of the U.K. Department of Energy
and Climate Change, the development of the field was delayed while we modified our development plan to
engineer and incorporate the floating structure into our plans. In late 2008, we contracted with a shipyard in
China and commenced construction of the floating production platform. The hull of the platform is now
approximately 90% complete and construction of the topsides is also underway. The remaining construction of
the platform, installation of the pipelines and drilling of the wells will require the next two years'to complete,
allowing expected first production to take place in 2014. During 2011, ATP incurred costs of approximately
$209 million related to this project bringing the total in excess of $492 m11110n through December 31 2011 and
we remain committed to this development.

Standardized Measure of Cash Flows

At December 31, 2011 our standardized measure of discounted future net cash flows was $3.5 billion. The
present value of future net pre-tax cash flows attributable to estimated net proved reserves, dlscounted at 10%
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per annum, (“PV-10") is a computation of the standardized measure of discounted future net cash flows on a
pre-tax basis. The table below provides a reconciliation of PV-10 to the standardized measure of discounted
future net cash flows at December 31, 2011. PV-10 may be considered a non-GAAP financial measure under
the SEC’s regulations. PV-10 is computed on the same basis as the standardlzed measure of discounted future
net cash flows but without deductmg income taxes. We further believe investors and creditors may utilize our
PV-10 as a basis for comparison of the relative size and value of our reserves to other companies. However,
PV-10 is not a substitute for the standardized measure. Our PV-10 measure and the standardized measure of
discounted future net cash flows (shown below in thousands) do nét purport to present the fair value of our oil
and natural gas reserves.

PV=10 oo eeeeeeeeseeeeseeeseseeeeesseseseeseessseesseesessesseseeseessssesesmsssesssereessesssssses $ 4,200,877
Future income taxes, discounted at 10%0 ........ccoveeeereneirieicienieseceeeeessessseeseens (669.953)
Standardized measure of discounted future net cash flows.........ccoevveeeveruenenee. $ 3530924

Significant Propérties

The following table sets forth reserve information on our more significant properties as of December 31,
2011 and related net production for the years indicated:
| Net Total

Net Total Proved
Proved  Undeveloped 2011 Net 2010 Net 2009 Net

Development  Reserves Reserves Production Production = Production
Field Location MBoe MBoe MBoe MBoe MBoe
Telemark Hub (1) GOM 38,810 27,599 3,943 1,356 -
Gomez Hub (1)......... GOM 19,506 15,644 2,983 3,132 2,709
Cheviot (2).....covereccurisnanunens N. Sea 38,899 38,899 - . - -
’ 97215 __ 82,142 6,926 4,488 2,709
" Total Company ....................... 118,865 91,561 8,988 7,663 5.873

(1) Contains shut-in reserves and/or undeveloped reserves a portion of which are scheduled to be produced in 2012.
(2) First producl:lon is expected in 2014.

26



Drilling Activity o iy

The following table shows our drilling activity for the three years ended December 31, 2011. In the table,
“gross” refers to the total wells in which we have a working interest and “net” refers to gross wells multiplied
by our working interest in such wells. '

—_Gulf of Mexico North Sea

‘ oron2011 2019 2009 2011 2010 2009

Gross Development Wells: S .

Productive (1).....ccccvevvevncrenininen. 4.0 2.0 2.0 - 2.0

Nonproductive..........coveerssrurencens - - - - - -

Total ....coviviircciniirenreenes 4.0 2.0 2.0 = . 2.0
Net Development Wells:

Productive (1)...cccoevevercerenenunne 40 - 2.0 1.6 - - 04

Nonproductive...........ccocnnrunnnee. - - - - —— -

TOLAl covvvvvvernrrernecermeonrnmsseeneennns 4.0 2.0 1.6 - 0.4
Gross Exploratory Wells (2): . ‘

Productive .........oveeeveeeeeererernnnens - ~ - - 1.0 -

Nonproductive..........cccereruerernnes - ~ - — ~ -

Total ...cveeeeerieeieerceenceenneaenes — — - = _1.0 =
Net Exploratory Wells (2): _

Productive .....c..ocoverererencenenninns - ~ - - 0.2 I

Nonproductive........cccoererreieeanne — ~ - - - -

Total ... — — — = 0.2 -
Total Gross Wells:

Productive ........ceevveicnciniinnen 4.0 2.0 2.0 - 1.0 . 2.0

Nonproductive...........eeververieens - - - - - -

Total ...t 4.0 2.0 290 = 1.0 290
Total Net Wells: ; ‘ ,

Productive ........ccooveeveecrnuecnennne 4.0 2.0 1.6 - 0.2 0.4

Nonproductive.........cccoeverreeeenenee - - - - - -

Total ... 4.0 2.0 1.6 - 0.2 04

(1)At December 31, 2011, one gross (one net) development well was in the completion phase and
subsequently began production in February of 2012.

(2)During 2010, in addition to one gross (0.2 net) productive exploratory well, we also drilled two gross
exploratory wells (0.3 net wells) in the North Sea which are still being evaluated.

Productive Wells

The following table presents the number of pfoductive oil and natural gas wells in which we owned an
interest as of December 31, 2011:

Gulf of
Mexico North Sea Total

17.0 - 17.0

160 9.0 25.0
33.0 9.0 42.0

Net :
Ol esisve e asre et e e s sssase s e nene srenan everreteresenanns 13.0 - 13.0
NAUTAL ZAS ...cveiereeeerirerseeetensereerreenesitseeiesssssssesesessssssessssssssnsasnns 14.3 2.0 16.3
TOAL ...ttt et e st e aessese cesaensenesasseseesanens 273 2.0 293

At December 31, 2011, we had one gross natural gas well with multiple completions.

27



Acreage

The following table summarizes our developed and undeveloped acreage holdings at December 31, 2011.
Acreage in which ownership interest is limited to royalty, overriding royalty and other similar interests is

excluded (in acres):

__Developed (1) Undeveloped (2) ~__Total
Gross Net Gross Net Gross Net
Gulf of MeXiCOo......oovvvervinniine. 117,272 100,486 ' 97,160 . . 93,146 214,432 193,632
North Sea .....ccocceveeeeeeeiiinennn, 42,386 10,740 42157« 27,943 84,543 38,683
East Mediterranean ................. - 289.484 115.794 289.484 115.794
Total..eeiieveeecerceeeeecreeaen 159,658 _ 111,226 _ 428,801 _ 236,883

(1) " Developed acres are acres spaced or assigned to productive wells.

588459 _ 348,109

(2) Undeveloped acres are acres on which wells have not been drilled or completed to a point that would
permit the production of commercial quantities of oil and natural gas, regardless of whether such acreage

contains proved reserves.

The terms of leases and licenses on undeveloped acreage are scheduled to expire as shown in the table
below for the full-year periods indicated. The term of a lease may be extended by dnllmg or production

operations.
Gulf of Mexico North Sea East Mediterranean Total
Gross Net Gross Net Gross Net Gross Net
2012, i 23,040 21,600 20,347 17,038 98,842 39,537 142,229 78,175
2013 ceeeeceeeneene 11,520 11,520 21,810 10,905 - - 33,330 22,425
2014t - - - - - 190,642 76,257 190,642 76,257
2015 & beyond................. 62,600 60,026 - - 62.600 60,026
Total .....cocoveeernrrerncene 97,160 93,146 42,157 27, 94 5 Aﬁ,ﬁ _ 115,794 Aﬁ;l __ 236,883

The Gulf of Mexico leases expiring in 2012 include 17,280 gross (15,840 net) acres that should be held by
activity or production beyond their stated expiration date. .

The North Sea leases expiring in 2012 include 11,703 gross and net acres related to proved reserves which
are actively being developed and as such the lease term will be extended beyond the stated expiration..

The East Mediterranean licenses expiring in April 2012 include 98, 842 gross (39,537 net) acres related to
unproved acreage which is actively under development, and as such the license term will be extended beyond
the stated expiration.

Production and Pricing Data

See additional information on production and pricing contained in Item 7. — “Management‘s Dlscussmn
and Ana1y51s of Financial Condition and Results of Operations — Results of Operations™.

Item 3. Legal Proceedings.

On January 29, 2010, Bison Capital Corporation (“Bison”) filed suit against ATP in the United States
District Court for the Southern district of New York alleging ATP owed fees totaling $102 million to Bison
under a February 2004 agreement. The case was tried in January 2011. On March 8, 2011 the Court entered a
judgment in favor of Bison for $1.65 million plus prejudgment interest and Bison’s reasonable attorney’s fees.
ATP provided for this judgment in the financial statements as of December 31, 2010 and 2011. Either party
could file a notice of appeal within 30 days of the judgment. Subsequently, Bison gave notice that it would
appeal the judgment. By September 16, 2011, both Bison and ATP filed their respective briefs with the United
States Court of Appeals for the Second Circuit. The case remains active pending resolution by the appellate
court. ’ :

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item S. Market for -RegiStrani Common Equn‘y, Related Stockholder Matters and Issuer Purchases of
Equity Securities.

Our authorized capital stock consists of 100,000,000 shares of common stock, par value $0.001 per share,
and 10,000,000 shares of preferred stock, par value $0.001 per share. There were 52,051,422 shares of
common stock and 3,105,000 shares of 8% convertible perpetual preferred stock outstanding as of March 2,
2012. Our common stock is traded on the NASDAQ Global Select Market under the ticker symbol ATPG. The
number of holders of our common stock and 8% convertible perpetual preferred stock as of March 8, 2012 is
12,321 and 556, respectively. The following table sets forth the range of high and low sales prices for our
common stock as reported on the NASDAQ Global Select Market for the periods indicated below. Such over-
the-counter market quotations reflect inter-dealer prices, _w1thout retall mark-up, mark-down or commission
and may not necessarily represent actual transactions. :

_ High Low
2010
1% Quarter...........ccevene... $ 20.57 $ 12.72
2™ Quarter .......oo.ovvevenn 23.97 8.16
3" Quarter........ccoevnenes 14.73 8.85
4" Quarter.........cccooin..... 1744 13.05
2011 '
1™ Quarter........oceweeenene. $ 21.40 $ 15.50
2" Quarter ..........ooeoonn... 19.13 14.40
3" Quarter........... 16.23 . 626
4™ Quarter ‘ 11.85 5.53

We have never declared or paid cash dividends on our common stock. We currently intend to retain future
earnings and other cash resources, if any, for the operatlon and development of our business and do not
anticipate paying cash dividends on our common stock in the foreseeable future. Payment of any future
dividends will be at the discretion of our board of directors after taking into account many factors, including
our financial condition, operating results, current and anticipated cash needs and plans for expansion. In
addition, our current long-term debt limits the amount we can pay for cash dividends on our common stock.
Further discussion of these restrictions is set forth in “Management’s ‘Discussion and Analys1s of F 1nan01al
Condition and Results of Operations — Liquidity and Capital Resources — Long-term Debt” and in Note 6,
“Long-term Debt” of the Notes to Consolidated Financial Statements Any future dividends may also be
restricted by any loan agreements which we may enter into from time to time. We pay quarterly dividends on
outstanding shares of our convertlble preferred stock at the annual rate of 8% of liquidation value.

Sharebolder Return Performance Presentatnon _ :

The information set forth in the graph and table below compares the value of.our Common Stock to- the
NASDAQ Composite Index and a “Peer Group Index” which is comprised of independent oil and ‘gas
exploration and production companies with operations and assets focused in the Gulf of Mexico region, Our
Peer Group Index includes only compames of similar size, geographic and strategic focus that would, [possess
similar prospects for favorable stock price perforinance: Callon Petroleum Company, Energy Partners, Ltd.,
Forest Oil Corporation (since June 2007), Helix Energy Solutions Group, Newfield Exploration Company,
Plains Exploration & Production (since November 2007) and Stone Energy Corporation.

Each of the total cumulative returns presented assumes a $100 investment beginning December 31, 2006
and ending December 31, 2011. The performance of the indices is shown on a total return (dividend
reinvestment) basis; however, we paid no dividends on our Common Stock during the period shown. The
graph lines merely connect the beginning and end of the measuring periods and do not reflect fluctuations
between those dates.
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN* - -
Among ATP Oil & Gas Corporation, the NASDAQ Composite Index, and Peér Group Index

so i 1 1 L ]
12/06 12/07 12/08 12/09 12110 12111
—8— ATP Oil & Gas Corporation — & —~ NASDAQ Composite ------ Peer Group Index

*$100 mvested on 12/31/06 in stock or mdex, |nc|ud|ng reinvestment of dividends.
Fnscal year ended December 31.

Total Return Analysis 12/31/06  12/31/07 ~ 12/31/08  12/31/09 12/31/10 123111
ATP Oil & Gas Corporation’ $100.00  $127.72 $14.78 $46.20 $4230 ©  $18.60
NASDAQ Composite Index - 100.00 11026 6565 9519 11210 “110.81
Peer Group Index ; 100.00 124.01 40.35 6839 96.10 71.25

- The foregoing graph and related description shall not be deemed incorporated by reference into any filing
under the Securities Act of 1933, as amended, or under the Exchange Act, except.to the extent that we
~ specifically incorporate this information by reference. In addition, the foregomg graph and the related

description shall not be deemed “soliciting material” or to be “filed” with the SEC or subject to Regulatlon
14A or 14C under the Exchange Act. .

Informatlon relating to compensatlon plans under which our equity securities are authorized for issuance is
set forth in Part III Ttem 12 of this Annual Report on Form 10-K.
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Item 6. Selected Financial Data. -
(In thousands, except per share data)

The following data should be read in conjunctlon with “Item 7. — Management's Discussion and Analysis

of Financial Condition and Results of Operations”.

Year Ended December 31,

2011 2010 2009 2008 2007
Statement of Operations Data: _ :
Revenues: ' CL
Oil and gas production : $ 687,208 § 437,997 $ 298,490 $ 584823 - $ 599324
Other (1) S . - 13.664 -33.206 8611
687.208 437,997 312.154 618029 .. __ 607935
Cost, operating expenses and other:
Lease operating 122,202 132,544 . 84,956 91,196 91,693
Exploration. 1,251 1,174 - 264 48 13,756
General and administrative........ccvccemsrererense i 43,242 43,948 43,469 41,554 28,312
Depreciation, depletion and amortization ...... 298,574 220,657 152,780 | 246,434 247,378
Impairment of oil and gas properties.............. 57,639 63,267 45,799 125,059 ~ 34,342
Accretion of asset retirement oblxgatlon ........ 15,000 13,827 11,676 15,566 . 12,117
Drilling interruption costs (2) ........cccevverensense 19,691 23,647 - -
Loss on abandonment . 3,916 4,829 © 2,872 13, 289 » 18,649
Gain on exchange/disposal of properties(3): (27.000) (26,720) (12,433) (119.233)° : =
' . 534,515 477173 329,383 413913 446,247
Income (loss) from OPErations ............oceeveseereencses 152,693 (39.176) (17,229) 204,116 161,688
Other income (expense): »
Interest income 223 696 710 3,476 7,603
Interest expense, net (326,411) :(222,104) (40,884) - €100,729) .. (121,302)
Derivative income (€Xpense)..........coceureuverenee 25,191 (22,419) (712) 89,035 -
Gain (loss) on debt extinguishment................ 1,095 (75.316) = (24.220) =
(299.902) (319.143) (40,886) (32.438) 113.699
Income (loss) before income taxes ...........coveerenes (147,209) (358.319) (58.115) 171,678 47.989
Income tax (expense) benefit.......cc.cvrn. riesasinies - (18,068) - 36,273 22,534 - ~(49.973) 631
Net income (loss) (165,277) (322,046) (35,581) 121,705 48,620
Less income attributable to the redeemable
noncontrolling interest (4) ......coeosuecreiiiniinns (26,622) (15,503) (13,380) - -
Less convertible preferred stock dividends ......... (18,583) (11.248) (2.856) = =
Net income (loss) attributable to common o - V ) .
shareholders $ (10482) § (348797 $ (1817  § 121705  §__ 48620
Net income (loss) per share attributable to
common shareholders:
Basic $ 412) $ (6.88) $ (1.249) $ 343 $ 1.58
.. Diluted .. 3 (412) $ (6.88) . 3 (129 $. 339 . §_ 1.55
Preferred stock cash dividends per share: $ 800 § 8.05 $ 204 B = $ -
Weighted average number of common ‘ e - a o
shares: S =
Basic 51,077 50,715 41,853 35,457 30,793
50,715 41,853 35,868 31,301

Diluted 51,077
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o
@)

€)

@

December 31,

2011 2010 2009 2008 - 2007
Balance Sheet Data: : P

Cash and cash equivalents....... .. $ 65678 $ 154,695 $ 108 961 $ 214993 $§ 199,449

" Working capital (deficit) ............ooervveerrerrrrennn. (347,472) " (106, 139) (26,394) 36,459 £ 96,888
Oil and gas properties, net...........ceecereerrerrenns 3,137,421 2,904,636 2,485,772 1,872,203 1,830,580

~ Total assets 3,388,774 3,290,102 2,803,147 2,275,610 2,307,133
: Long—term debt, mcludmg cum:nt maumtxes . 2,010,005 1,879,400 - ~1,216,685 1,366,630 1,404,011
Other long-term obligations.............cccoonnenes. 451,797 472,500 ' 274942 - 2,582 - : =~
Capital lease, including current maturmes ..... - - - - =
TOLAl HabIHHES ......vovveenseeeesses o eenieneenene 3,106,565 2,897,265 - 2,067,618 1,959,261 1,997,267

_ Temporary eqUity (4).......ceewceeermieeerecmecuneennes 185,875 140,851 139,598 - -

* Shareholders" equity ..........co....eeervvveerereererienne. 96,334 251,986 - 595,931 316,349 309 866
Other revenues are comprised of amounts realized under our loss of production income insurance pohcy asa result of

disruptions caused by the 2008 and 2005 hurricanes.

Drilling mterruptlon costs reflect the costs we have incurred as a result of the deepwater drilling moratoriums ‘and
subsequent drilling permit delays caused by the April 2010 Deepwater Horizon incident in the Gulf of ‘Mexico.

Gain on exchange/disposition of properties consists of sales of the deep rights on Gulf of Mexico propertles in 2011,
2010 and 2009; a Gulf of Mexico property exchange in 2010, and our sale of 80% of our working interest in Tors and

. Wenlock in the U.K. North Sea in 2008.

Represents' the ‘49% redeemable noncontrolling mferest in our consolidated limited partnership that holds the ATP
- Innovator floating production facility. Temporary equity also includes that portion of the Series B Preferred Stock for

E which, in the event of certain fundamental changes, as defined in the statement of resolutions, the Company could be

required to issue in the aggregate more shares of common stock pursuant to the conversion ratio most favorable to the
holders than currently are authorized and unissued,
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.
Executive Overview N ' ' "
Review of 2011

The year 2011 has been challenging for us. As we began 2011 the moratoriums on dnllmg in the Gulf of
Mexico had been lifted but there had been no permits issued for new deepwater drilling to any company. We
had two wells out of a scheduled four wells producing at our Telemark Hub and the prospects of receiving
permits for the next two wells was uncertain. The drilling of two additional wells at our Gomez Hub had been
deferred to future periods because of the moratoriums. Clearly, the moratoriums had impacted us.

" On March 18, 2011 we received the third deepwater drilling permit granted by the BOEM after the end of
the moratoriums and on March 31, 2011, we once again began drilling at our Telemark Hub. During the
remainder of 2011 we received drilling permits for a second well at our Clipper project and our fourth well at
our Telemark Hub. Other permits for workovers, side tracks, development and’ exploration ‘at other projects
have also been received in 2011. In summary, the total uncertainty surrounding permits in the Gulf of Mexico
that ushered in 2011 had been replaced by a more reasonable flow and certainty for the pertmttmg process.
The deepwater Gulf of Mexico has once again opened for business.

We focus on deepwater drilling, development and production. While we had no ownership in the Macondo
well and no direct costs associated with the Macondo well, we have been and continue to be negatively
impacted by the drilling moratoriums. New rules and regulations have made it more expensive than in the past
for certain development operatxons “Acquisition of leases has become more expensive. The permitting process
and the subsequent drilling now take longer. While greater certamty is present as we enter 2012 than when we
entered 2011, that certainty includes longer permitting times, more Tules and regulations and higher costs. See
further discussion below under “RlSkS and Uncertainties.”

Total proved reserves as of December 31,2011 are 118. 9 MMBoe. Our proved reserves in the Deepwater
Gulf of Mexico account for 62% of our total proved reserves as of December 31, 2011, Our proved reserves on
the Gulf of Mexico Outer Continental Shelf account for 2% of our total proved reserves with the remaining
36% in the North Sea. From year-end 2010 to year-end 2011, we increased our proved developed reserve
percentage from 18.8% to 23.0%.

Our revenues from oil and natural gas are highly dependent on the underlying commodity prices. During
2011 domestic oil prices hit a high of $113.93 per Bbl and a low of $75.67 per Bbl. Natural gas prices were
also volatile, ranging from a high of $4.85 per MMBtu to a low of $2.99 per MMBtu. During 2011 our realized
oil price per barrel increased 36% to $98.98 compared to 2010, and natural gas prices decreased 1% to $4.77
per Mcf in the same period. Coupled with the overall 17% increase in production in 2011, our oil and gas
revenues rose 64% in 2011. Oil continues to represent the majority of our production accounting for 68% of
our volumes on a BOE basis and 88% of our oil and gas revenues.

In 2011, we incurred $436.9 million in capital expendltu:res. With these expenditures we accorhplished the
following:

e .In February 2011, we began production from MC Block 754, which produces into the Gomez Hub.

o Continued the drilling and completion activities of the third and fourth wells at our Telemark Hub.
~The third well, the MC 941 A-2, was placed on production in August 2011 and the fourth well, the
MC 942 A-3, was placed on production in February 2012;

° Completed and tested two wells at our Clipper property. Both of these wells are scheduled for
production in the latter part of 2012 after installation of the pipeline servicing the wells;

o Acquired three deepwater exploration licenses offshore ISrael'

e Continued construction of the Octabuoy ﬂoatmg production facility that will serve our Cheviot project
in the North Sea; « :

. Increased total production by 17% to 9.0 MMBoe.

We funded our 2011 activities through a combination of cash provided by operating activities, new equity
and debt financings, the sale or conveyance of economic interests in selected properties and financing
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arrangements with our hedge counterparties and suppliers. During 2011, cash provided by operating activities
was $197.1 million.  We raised $149.9 ‘million from a preferred stock offering;, $59.4 million from a debt
financing and $91.0 million from the Titan assets — Term Loan Facility. We sold $85.3 million of limited-term
overriding royalty interests and net profit interests and had net receipts of $67.1 million from the pre-funding
of oil hedges. The details of these transactions are discussed below in Liguidity and Capital Resources.

“From 2009 to 2011 we financed significant portions of our development program with transactions entered
into. with our suppliers and their affiliates. We have conveyed to cestain:suppliers net profits interests in our
Telemark Hub, Gomez Hub and Clipper oil and gas properties in exchange for development services. We have .
also negotiated with certain other vendors involved in the development of the Telemark Hub and Clipper to
partially defer payments for a period of twelve months. Development of the Cheviot Hub in the U.K. North
Sea continues. We have arranged with the constructor of the floating productlon facility to defer $228.9
million of payments until 2013. These financial arrangements have preserved our current cash and will allow
us to pay vendors from the proceeds of future production. (See Note 7 to our Consolidated Fmanclal
Statements.for further details.)

2012 Operational Objectives |

In the Gulf of Mexico, a primary goal was bringing to production the fourth well at our Telemark Hub.
This was accomplished on February 26, 2012. We will continue workover operations on two other wells at the
Telemark Hub in an effort to continue to increase production from this location. Later in 2012, we expect to
complete a pipeline that will bring to production the two wells at our Clipper project. These two wells were
completed and tested.during 2011. Workover operatlons are scheduled at our Gomez Hub and additionally, we
are planning to drill of two new Gomez wells starting in late 2012. In the North Sea we are scheduled to begin
a development operation at our Blythe location late in 2012. We will continue the construction of our
Octabuoy floating production facility with construction completion scheduled in 2013. In Israel we are
scheduled to begin drilling our first well during the second quarter of 2012. - Additional opportunities in our
three core areas plus other opportunities in new areas may be pursued based on available capital, partners and
personnel. All of our 2012 development plans in the Gulf of Mexico are dependent upon receiving deepwater
drilling, pipeline, completion and other permits from the BOEM. While we believe it is likely that we will
receive permits in 2012 allowing us to execute our plans, there is no assurance that the permits will be received
in time to impact our 2012 results of operations.

Risks and Uncertainties

Since May 2010 when the federal government imposed the first of a series of moratorlums ‘on dnlhng in
the Gulf of Mexico, we have faced unparalleled difficulties in obtaining permits to continue our development
programs. Prior to the moratoriums, we anticipated developing and bringing to production three additional
wells at our Telemark Hub and two additional wells at our Gomez Hub by the end of 2010. It has taken until
the first quarter of 2012 for us to bring to production all of the three additional wells at the Telemark Hub and,
during the third quarter of 2011 the two wells planned for the Gomez Hub were postponed to late 2012/ear1y
2013.

The new wells that have been placed on production have taken longer to complete and bring to production
than originally planned and one of them has not produced at rates that were previously projected. In addition,
we have incurred capital and operating costs higher than we expected primarily due to additional regulations
imposed since the Deepwater Horizon incident and the requirement to perform sidetracks on two of the wells.
The new wells helped us achieve production growth in 2011, and we forecast production and operating cash
flow growth in 2012 as development activity continues. While cash flows were lower than previously
projected due to lower than expected production rates, delays in bringing on new production and higher capital
costs, we continued our development operations by supplementing our cash flows from operating activities
with funds raised through various transactions (see the Consolidated Statement of Cash Flows.) Our planned
operations for 2012 reflect our expectations for production based on actual production history, new production
expected to be brought online, the development delays at Telemark and Gomez Hubs discussed above, the
deferral of certain capital expenditures, the continuation of commodity prices near current levels, the higher
anticipated costs associated with maintaining existing production and bringing new production online, and the
higher cost of servicing our additional financing and other obligations.
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- As. of December 31, 2011, we had a working capital deficit of $347.5 million. To preserve our
development momentum in the negative working capital environment that we experienced throughout 2011,
we have increased our term loans, issued convertible perpetual preferred stock; granted net profits interests
(NPI’s) to certain of our vendors, sold NPI’s and dollar-denominated overriding royalty interests (Overrides)
in our properties to investors, and we have entered into prepaid swaps against our future production. that
provided cash proceeds to us at closing. We have negotiated with the constructor of the hull of the Octabuoy in
China to defer the majority of our payments until the hull is ready to be moved to the North Sea, currently
scheduled to be during 2013. A similar arrangement is in place for the Octabuoy topside equipment, which is
being constructed by the same company in China. , .

As operator of all of our projects that require cash commitments within the next twelve months and
beyond, we retain significant control over the development concept and its timing. We consider the control
and flexibility.afforded by operating our properties under development to be instrumental to our business plan
and strategy. To manage our liquidity, we have delayed certain capital commitments, and within certain
constraints, we can continue to conserve capital by further delaying or eliminating future capital commitments.
While postponing or eliminating capital projects will delay or reduce future cash flows from scheduled new
production, this control and flexibility is one method by which we can match, on a temporary basis, our capital
commitments to our available capital resources.

.Our cash flow projections are highly dependent upon numerous assumptions including the timing and rates
of production from our new wells, the sales prices we realize for our oil and natural.gas, the cost to develop
and produce our reserves,-our ability to monetize our properties and future production through asset sales and
financial derivatives, and a number of other factors, some of which.are beyond our control. Our inability to
increase near-term production levels-and generate sufficient liquidity through the actions noted above could
result in our inability to meet our obligations as they come due which would have a material adverse affect on
us. In the event we do not achieve the projected production and cash flow increases; we will attempt to fund
any short-term liquidity needs through other financing sources; however, there is no assurance that we will-be
able to do so in the future if required to meet any short-term liquidity needs. We believe we can continue to
meet our obligations for at least the next twelve months through a combination of cash flow from operations,
continuing to sell or assign interests in our properties and selling forward our productlon through the financial
derivatives markets, and if necessary, further delaying certain development activities..

Despite our anticipated production growth, we remain highly leveraged. Servicing our debt and other
long-term obligations will continue to place significant constraints on us and makes us. vulnerable to adverse
economic and industry conditions. Specifically, certain of our financing and derivative transactions require us
to make payments in future periods from the proceeds (or net profits) from the sale of production. While these
financing transactions have enabled us to continue the development of our properties and meet current

- operating needs, they will significantly burden the future net cash flows from our production until these
obligations are satisfied. (See Note 7, “Other Long-term Obligations,” and Note 13, "Derivative Instruments
and Risk Management Activities" for further details.)

Our estimates of proved oil and natural gas reserves and the estimated future net revenues from such
reserves are based upon various assumptions, including assumptions relating to oil and natural gas prices,
drilling and operating expenses, cap1ta1 expenditures, taxes and availability of funds. The estimation process
requires significant assumptlons in the evaluation of available geological, geophys;cal engineering and
economic data for each reservoir. Therefore, these estimates are inherently imprecise and the quality and
reliability of this data can vary. Estimates of our oil and natural gas reserves and the costs and timing
associated with developing these reserves are subject to change, and may differ materially from our actual
results. A substantial portion of our total proved reserves are undeveloped and recognition of such reserves
requires us to expect that capital will be available to fund their development. The size of our operations and
our capital expenditures budget limit the number of properties that we can develop in any given year and we
~ intend to continue to develop these reserves, but there is no assurance we will be successful. Development of
these reserves may not yield the expected results, or the development may be delayed or the costs may exceed
our estimates, any of which may materially affect our financial position, results of operations, cash flows, the
quantity of proved reserves that we report, and our ability to meet the requirements of our financing
obligations.

A substantial portion of our current production is concentrated among relatively few wells located offshore
in the Gulf of Mexico and in the North Sea, which are characterized by production declines more rapid than
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those of conventional onshore properties. As a result, we are particularly vulnerable to a near-term severe
impact resulting from unanticipated complications in the development of, or production from, any single
material well or infrastructure installation, including lack of sufficient capital, delays in receiving necessary
drilling and operating permits, increased regulation, reduced access to equipment and services, mechanical or
operational failures, and bad weather. Any unanticipated significant disruption to, or decline in, our current
production levels or prolonged negative changes in commodity prices or operating cost levels could have a
materially adverse effect on our financial position, results of operations, cash flows, the quantlty of proved
reserves that we report, and our ability to meet our commitments as they come due.

Oil and natural gas development and production in the Gulf of Mexico are regulated by the Bureau of
'Ocean Energy Management (“BOEM”) and the Bureau of Safety and Environmental Enforcement (“BSEE”)
of the Department of the Interior, collectively, formerly known as the Bureau of Ocean Energy Management,
Regulation and Enforcement. Our near-term operating. and development plans:in the Gulf of Mexico, as well as
our longer-term business plan, are dependent upon receiving regulatory approvals for deepwater drilling and
other permits required by the BSEE. Delays in the permitting process directly impact the timing of our
development and production activities, and can materially affect our financial posmon results of operations,
cash flows, and the quantity of proved reserves that we report. :

We cannot predict future changes in laws and regulations governing oil and gas operations in the Gulf of
Mexico. New regulations issued since the Deepwater Horizon incident in 2010 have changed the way we
conduct our business and increased our costs of developing and commissioning new assets. We incurred
additional costs in 2010 from the. deepwater drilling moratoriums, subsequent drilling permit delays and
additional inspection and commissioning costs. Some of these additional costs continued.into 2011 and are
projected to continue into 2012. Should there be additional significant future regulations or additional statutory
limitations, they could require further changes in the way we conduct our business, further increase our costs
‘of doing business or ultimately prohibit us from drilling for or producing hydrocarbons in the Gulf of Mexico.
Additionally, we cannot influence or predict if or how the governments of other countnes in whloh we operate
may modify their regulatory regimes from time to time. - ‘

As an mdependent oil and gas producer, our revenue, proﬁtarbrhty, cash flows, proved reserves and future
rate of growth are substannally dependent on prevalhng prices for oil and natural gas. Historically, the energy
markets have been very volatile, and we expect such price volatility to continue. Any extended decline in oil or
gas prices could have a materially adverse effect on our financial position, results of operations, cash flows, the
quantities of oil -and gas reserves that we can economically produce, and may restrict our ablhty to obtain
additional financing or to meet the contractual requrrements of our debt and other obligations. -

Results of Operatlons

For the years ended December 31, 2011 2010 and 2009 we reported net loss attnbutable to common
shareholders of $210. 5 million, $348.8 million and $51.8 million, or $4.12, $6.88 and $1.24 per diluted share,
respectively. i

Oil and Gas Production Revenues .

‘Revenues presented in the table and the discussion below represent revenues from sales of oil and natural
gas productlon volumes. :

During the second quarter of 2008 we completed the sale of 0.96 MMBoe of proved Gulf of Mexico
(“GOM™) reserves in the form of a 15% limited-term overriding royalty interest for $82.0 million. In
accordance with the accounting standards for extractive activities — oil and gas, the transaction was accounted
for as a volumetric production payment. The net proceeds received were recorded as deferred revenue to be
recognized in earnings as the production was delivered. The. table below includes oil and gas production
revenues from amortization of deferred revenue related to this transaction. Because the volumetric production
payment represents a.conveyance, the reserves were treated as sold in 2008 and the table below does not reﬂect
any production volumes associated with those revenues. - e S
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% Change . % Change

Year Ended December 31 from 2010 = from 2009
o 2011 - 2010 C__2009 102011 - _ t02010
Production: : o ’
Oil and NGL (MBbls) 6,111 4,471 3,353 37% , 33%
Natural gas (MMcf) ..oooovveeeeeceececcmemrecenmnseseseenn 17,264 19,151 15,119 (10%) 27%
Total (MBoe) . C 8,988 7,663 5,873 17% =1 30%
GOM (MBoe) : 8,623 7,114 5,342 21% 33%
North Sea (MBOE)...........ooomsecrrvrsrersssiiorerion 365 549 531 (34%) 3%
Revenues from production (in thousands): ,
Oil and NGL eessessassnseressesssnasaseretranes $ 604,854 $ 326,110 $ 192,044 85% 0%
Amortization of deferred TEVENUL.....covuvenesraenes - = 17.819 32,649
Total. $ 604,854 $ 343,929 $ 224,693 76% 53%
Natural gas. s $ 82354 $ 92,551 $ 64,834 0 T (11%) T 43%
Effects of cash flow hedges .........cocecorviereurnnnees - - 1,719 .
Amortization of deferred revenue..................... - 1,517 7.244
Total $ 8354 § 94068 § 73,797 C(12%) 27%
Oil, NGL and natural gas ................ ST $ 687,208 $ ~ 418,661 -$ - 256,878 64% - - 63%
Effects of cash flow hedges .........cccovurveerererennne - : - 1,719 R
Amortization of deferred revenue.............coo..... - 19336 _39.893 L
Total 3 687208 § 437997 $ 298490  57% 4%
Average realized sales price: :
oil and NGL- GOM (per BbD)..occorr. $ 9898 $ 204§ 5728 36%  .2T%
' Natural g gas (pcr Mcf).. ' $ ATT$ 483§ 429 %) C13%-
Effects of cash flow hedges (per Mcf).............. , = = co 001 - -
Total (per Mcf) .....cveeveriernrnnnns 3 477 $ 483 § 440 i (1%)- 10%
GOM (per Mcf) 423 453" 416 - (M%) ¢ 9%
North Sea (per Mcf).................. it 855 . 6:32 - 534 ©35% 18%
QOil, NGL and natural -gas (per Boe) ........ w $ 76.45 $ 5466 . $ 43.73 ' 40% .- . 25%
Effects of cash flow hedges (per B0€) ..ooenn . - = 0.30 S e e
Total (per Boe) $ 76.45 $ 5466 $ 44.03 40% 24%
GOM (per Bog)......covvvevreerrerernnivenas 77.50 -55.88 45.22 " 39% 24%
North Sea (per Boe) .......oooeeeeereireerineccnnenne 51.98 38.54 32.07 - 35% O 20%

Revenues from production increased in 2011 compared to 2010 due to a 40% increase in average realized
sales price and a 37% i increase in oil production partially offset by a 10% decrease in natural gas productlon
The oil production increase occurred in the Gulf of Mexico where, by the end of 2011, we had production from
three wells at our Telemark Hub. The higher average realized sales price.is due to increased commodity market
prices.: -

Revenues from production increased in 2010 compared to 2009 due to a 30% increase in production and a
24% increase in average realized sales price. The production increase occurred primarily in the Gulf of Mexico
where, by the end of 2010, we had production from two wells at our Telemark Hub, where we had a workover
operation and reversion of an overriding revenue interest at our Gomez Hub and where our Canyon Express
property had been returned to production. The higher average realized sales price was due to increased
commodity market prices.
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Other Revenues

Other revenues for 2009 are compnsed of amounts realized under our loss of production income insurance
policy due to disruptions caused by Hurricane Ike.

Lease Operating

Lease operating expenses include costs incurred to operate and maintain wells. These costs include, among
others, workover expenses, operator fees, processing fees and insurance. Lease operatmg expense was as
follows (in thousands, except per Boe amounts): i

% Change - % Change

. Year Ended December 31, from 2010 - from 2009 -
2011 - 2010 2009 to 2011 t0 2010
Recurring lease operating expenses.............. $ 92903 § 88437 $ 66,440 , 5% - 33%;
Workover expenses 29,299 44,106 18,517 (B4%) - - 138%'"
Lease Operating ...........cccecoeeeveenreenreensrrrersones 122,202 132,544 84,956 8%) 56%
- Recurring operating expenses per Boe.......... 10.34 11.54 11.31 (10%) 2%
Gulf of Mexico 10.15 11.57 11.31 (12%) 2%
North Sea 14.74 11.19 11.34 32% (1%) .

Lease operating expense for 2011 decreased overall by $10.3 million compared to 2010. The i mcrease in
recurring lease operating expense was pnmanly due to the new production from the Telemark Hub. The
workover expenses during 2011 were primarily due to hydrate remediation activities, hull repair work and well
work at our Telemark Hub and Gomez Hub properties. The workover expenses for 2010 were primarily due to
hydrate remediation activities on our Canyon Express pipeline which enabled us to commence production at
our Kings Peak well and to re-establish production from two wells at Aconcagua. Per unit costs changed
primarily due to the effect of changing production volumes on fixed costs. :

Lease operating expense for 2010 increased overall by $47.6 million compared to 2009. The increase in
recurring operating expense was primarily due to the new production from the Telemark and Canyon Express
Hubs. The workover expenses during 2010 were primarily due to inspection activities on many of our Gulf of
Mexico properties and hydrate remediation activities on our Canyon Express and Telemark Hubs, which
enabled us to commence production at our new well at Kings Peak and to re-establish production from two
wells at Aconcagua. The workover expenses for 2009 included Hurricane Ike repairs and non-routine surveys
for properties in the North Sea. /

General and Administrative

General and administrative expenses are overhead-related expenses, including employee compensation,
legal and accounting fees, 1nsurance and investor relatlons expenses. General and adnnmstratlve expense was
as follows:

% Change % Chinge

Year Ended December 31, from 2010 from 2009
: 2011 . 2010 2009 . 102011 to 2010
General and ad:mmstra’ave (in thousands)... ~ $ -43,242 8 43,948 $ 43469 2%) 1%

Per Boe 4.81 573 740 (16%) (23%)
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Depreciation, Depletion and Amortization

Depreciation, depletion and amortization (“DD&A”) expense was as follows:
' % Change % Change

Year Ended December 31 from 2010 from 2009
) 2011 2010 2009 to 2011 to 2010
DD&A (in thousands) $ 298574 $ 220,657 $ 152,780 35% - 44%
Per Boe 3322 . 28.80 26.01 15% 11%
Gulf of Mexico 33.17 28.18 24.11 18% 17%
North Sea 3445 36.79 45.20 ‘ (6%) (19%)

DD&A expense for 2011 increased $77.9 million compared to 2010 primarily due to the increase in
production at our Telemark Hub. The per unit increase in the Gulf of Mexico is primarily a result of higher
costs incurred on our new developments relative to some of our older properties and the recognition of
straight-line depreciation on our ATP Titan production platform which was placed into service at the beginning
of the second quarter of 2010. The per unit costs for the North Sea decreased primarily due to the effect of
production mix dlfferences

DD&A expense for 2010 increased $67.9 million compared to 2009 primarily due to the commencement
of production at Telemark Hub. The per unit increase in the Gulf of Mexico is primarily a result of higher costs
incurred on our new developments relative to some of our older properties and the recognition of straight-line
depreciation on our ATP Titan productlon platform. The per umt costs for the North Sea decreased primarily
due to the effect of production mix differences. :

Impairment of Oil and Gas Properties

We recorded impairments during the years ended December 31, 2011, 2010 and 2009 totaling $53.0
million, $42.4 million and $44.6 million, respectively, on certain proved properties in the Gulf of Mexico. We
also recorded impairments totaling $1.2 million and $14.9 million during 2011 and 2010, on certain proved
properties in the North Sea. The 2011 and 2010 impairments were primarily due to updated performance
history. The 2009 impairments were primarily a result of reduced commodity prices and unfavorable
operating performance.

Impairments of unproved properties were $3.4 million, $6.0 million and $1.2 million in 2011, 2010 and
2009, respectively, primarily related to surrendered leases in the Gulf of Mexico.

Accretion of Asset Retirement Obligation

Accretion expense in 2011 was $15.0 xmlhon compared to $13. 8 mllhon in 2010 and $11.7 million in
2009. : :

Drilling Interruption Costs

Drilling interruption costs represent. the costs we have incurred as a result of the deepwater drilling
moratoriums and subsequent drilling permit delays caused by the April 2010 Deepwater Horizon incident in
the Gulf of Mexico. During 2011, we incurred $19.7 million stand-by costs related to drilling operations at our
Telemark and Gomez Hubs. During 2010, a side-track well operation in 7,000 feet of water was interrupted
when the moratorium was imposed and work on that project stopped; resulting in the early termination of a
drilling contract. In the course of obtaining a full release from our obligations under the contract, we incurred
net costs of $8.7 million. Additionally, 2010 drilling interruption costs include $14.9 million of stand-by costs
related to drilling operations at our Telemark and Gomez Hubs.

Loss on Abandonment

We recognized aggregate loss on abandonment durlng 2011 2010 and 2009 of $3.9 mllhon $4.8 million
and $2.9 million, respectively. These amounts are the result of actual abandonment costs exceeding the
previously accrued estimates, due to unforeseen circumstances that required additional work, or the use of
equipment more expensive than anticipated and unanticipated vendor price increases.
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Gain on Exchange/Disposal of Properties

In December 2011, we sold to a third party our 100% working interest in the deep operating rights of one
of our Gulf of Mexico properties resultmg in substantlally all of the $27.0 million gain on disposal of properties
we recognized in 2011.. ~

In 2010, we sold to a third party our 67% working interest in the deep operating rights of one of our Gulf
of Mexico properties resulting in a $15.0 million gain. In 2010, we also consummated a nonmonetary
exchange of our 10% nonoperated working interest in MC Block 800, for an incremental 50% working interest
in MC Block 754, both proved undeveloped properties. The consolidated financial statements reflect the
incremental interest acquired in MC Block 754 at fair value and removal of the carrying costs of MC Block
800, resulting in recognition of a $12.0 million gain.

In December 2009, we sold to a third party our 25% working interest in the deep operatmg nghts of one of
our Gulf of Mex1co properties for $13.0 million in cash, all of which was recognized as a gain.

Interest Income

Interest income varies directly with the amount of temporary cash investments. The decrease in interest
income ‘from. period to perlod is the result of a decrease in:average cash on hand and a decrease in interest
rates. Ce : ‘

Interest Expense, Net

Interest expense, net of amounts capitalized is set forth in the following table (in thousands):

Year Ended December 31,

‘ . 2011 2010 . 2009
Intercst cxpedse, st 355,657 8 275404 $ 150,984
Capitalized interest: - e .
ATP Titan — Telemark (Gulf of: Mex1co) ; . . 40,400 - 102,200
Octabuoy — Cheviot (North Sea).......c.cocuvivuennen \ 12,900 7.900
Total capitalized interest..........oouvererverrrenercennass \ 53,300 110,100
Interest expense, Net.........coecevveereererineas reererirerseaeses everieens : - - 8 222,104 - $ 40,884

The increase in interest expense in 2011 compared to 2010 is primarily due to: (i) an approximate $462
million increase in our aggregate average balance outstanding of debt and other long term obligations in 2011
at a weighted average interest rate of 14.2% in 2011 compared to 13.5% in 2010 (see Note 6, “Long-term
Debt” and Note 7, “Other Long-term Obligations” to the Consolidated Financial Statements); (ii) higher
noncash interest resulting from the amortization of additional debt-related discounts and issuance costs; and
(iii) an increase in interest expense on one of our dollar denominated overrides due to a reduction in the
estimated remaining repayment period of the override as a result of greater than forecasted production from the
underlying properties at higher than forecasted prices. A reduction in the expected time required to pay the
obligation results in an increase in the investor's internal rate of return and requires a corresponding change in
the estimated amortization and associated interest expense we record on the obligation. In 2010, our Telemark
Hub was placed in service and we therefore ceased capitalizing related interest expense.

The increase in interest expense in 2010 compared to 2009 is prlmarlly due to:: (1) an approxunate $619
million increase in the aggregate average balance outstanding of debt and other long term obligations in 2010
at a weighted average interest rate of 13.5% in 2010 compared to 10.6% in 2009; and (ii) hlgher noncash
mterest resulting from the amortlzatlon of additional debt-related dllscounts and issuance costs. -
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D_erivdtive Income (Expense)

. Derivative income (expense) is primarily related to net gains and losses associated with our oil and gas
price derivative contracts and is as follows (in thousands): :

Year Ended December 31,
2011 2010 2009
Gulf of Mexico .
Realized gains (losses) $ (11,215 $ (1,099 $ 29,760
Unrealized gains (10sses).....c...coeeeu. srenenennaens 34,588 (15.159) (39.594)
23373 (16253) ___(9.834)

North Sea ; - o
Realized gains (I0SS€S).....courerrrrirveriserernicenns (1,402) (1,587) 7,801
Unrealized gains (10SS€S)......ccereverrereererecnnens 3220 (4.579 1321

1.818 (6.166) 9,122
Total : )
Realized gains (losses) - (12,617) (2,686) 37,561
Unrealized gains (10SS€S) .......o.cevererrrerreennens 37.808 (19.733) (38,273)

$ 25191 $ (22419 § (712)

Gain (Loss) on Debt Extinguishment

Gain on debt extinguishment of $1.1 million for 2011 was related to an NPI transaction in the Telemark
Hub for $40.0 million. The third party purchaser acquired an existing vendor NPI for $19.7 million, thereby
extinguishing the existing NPI liability of $20.8 million, and contributed an additional $20.3 million toward
the development of the Telemark Hub in exchange for a larger percentage of the net profits from production at
the Telemark Hub that will continue until the purchaser recovers $40.0 million, plus an overall rate of return.

Loss on debt extinguishment was $75.3 million in 2010 primarily due to the seconld quarter refinancing of
our previously outstanding term loans in which we charged to expense the Tremaining unamortlzed deferred
financing costs, debt discount related to the retired debt and repayment premiums.

Income Taxes

During 2011, we recorded a net tax expense of $18.1 million, determined based on the results of
operations for the year for each jurisdiction and permanent differences affecting the overall tax rate in each
jurisdiction, resulting in an effective tax rate of (12.27%). Included in 2011 foreign operations is the effect of
an increase in the UK statutory tax rate from 20% to 30% resulting in a decrease of 8.28% to the effective tax
rate benefit on the current year pretax book loss. As of December 31, 2011, for U.S. tax provision purposes, we
have a valuation allowance of $155.4 million, which is comprised of a $152.4 million valuation allowance
against the net deferred income tax asset position and a $3.0 million valuation allowance related to excess tax
benefits from stock options and restricted stock prior to adoption of accounting standards related to stock-
based compensation. In addition, as of December 31, 2011 for Netherlands’ income tax provision purposes,
we have a valuation allowance of $4.9 million, and for Isracl income tax provision purposes, we have a
valuation allowance of $0.5 million related to the net operating loss carryovers generated in 2011 and in prior
periods.

During 2010, we recorded a net tax benefit of $36.3 million, determined based on the results of operations
for the year for each jurisdiction and permanent differences affecting the overall tax rate in each jurisdiction,
resulting in an effective tax rate of 10.1%. As of December 31, 2011, for U.S. tax provision purposes, we have
a valuation allowance of $97.4 million, which is comprised of a $94 4 million valuation allowance against the
net deferred income tax asset position. and a $3.0 million valuation allowance related to excess tax benefits
from stock options and restricted stock prior to adoption of accounting standards related to stock-based
compensation. In addition, as of December 31, 2011 for Netherlands’ income tax provision purposes; we have
a valuation allowance of $1.7 million related to the net operating loss carryovers generated in 2010 and in prior
periods. - '
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During 2009, we recorded a net tax benefit of $22.5 million, determined based on the results of operations
for the year for each jurisdiction and permanent differences affecting the overall tax rate in each jurisdiction,
resulting in an effective tax rate of 38.8%. As of December 31, 2009, for U.S. tax provision purposes, we have
a valuation allowance of $3.0 million related to excess tax benefits from stock -options and restricted stock
prior to adoption of accounting standards related to stock-based compensation. In addition, as of December
31, 2009 for Netherlands’ income tax provision purposes, we have a valuation allowance of $1.3 million
related to the net operating loss carryover generated in 2009.

Income Attributable to the Redeemable Noncontrolling Interest

Income attributable to the redeemable noncontrolling interest represents the 49% Class A limited partner
interest in the earnings of ATP-IP. The amount of $26.6 million in 2011 is an increase from the 2010 $15.5
million amount primarily because in 2011 we entered a period under the agreements when all of the
partnership income and cash distributions from the partnership are paid to the Class A limited partner until
such time as they have achieved the return of their invested capital plus a specified return. Once those amounts
have been received by the Class A limited partner, all cash distributions will be made to ATP, as the owner of
the general partner and subordinated limited partner interests until specified amounts have been received. At
the conclusion of the special distribution periods, all partners will again share in distributions proportionately
according to their ownership in the partnership. The amount of income in 2010 is higher than the 2009 $13.4
million amount primarily because of the inception of this arrangement in the middle of the first quarter of
2009.

Convertible Preferred Stock Dividends

Convertible preferred stock dividends represent declared cash dividends due for outstanding shares which
were issued in September 2009 ($140.0 million liquidation value) and June 2011 ($172.5 million liquidation
value) which accrue cumulative preferred dividends at the annual rate of 8% of the liquidation value and are
payable in either cash or stock at the Company’s option.

Liquidity and Capital Resources

Overview

Hlstoncally, we have funded our acqulsmon and development activities through a comblnatlon of bank
borrowings, proceeds from equity offerings, cash from operations, the sale or conveyance of interests in
selected properties, vendor ﬁnancmgs and proceeds of forward sales of our productlon in the financial
derivatives market. Our ongoing cash requirements consist primarily of servicing our debt and other
obligations and funding development of our oil and gas reserves. Cash paid for capital expenditures for oil and
gas properties was approximately $436.9 million, $598.1 million and $635.4 million for the years ended
December 31, 2011, 2010 and 2009, respectively. In 2011, we obtained additional financing from term loans
and other sources as discussed below, placed on production another well at our Gomez Hub, placed on
production the third well at our Telemark Hub and re-entered and completed drilling the fourth Telemark Hub
well, the MC Block 942 A-3 which commenced production on February 26, 2012. This well was originally
projected to come on during the fourth quarter of 2011, but was delayed to complete additional sands found
and by operational issues that arose during the completion. The delays in production and the additional well
costs led to a higher working capital deficit at December 31, 2011 than originally anticipated. We expect with
these new wells and workovers we will be performing on existing wells in the first quarter and the two new
Clipper wells expected to be placed on production later in the year, we will generate higher operating cash
flows in 2012 than in 2011.

We believe we can continue to fund our projected capital expendltures and our existing obhgatlons
including our long-term debt-and other long-term obligations, for at least the next twelve months, using
projected cash flows from operations, proceeds from the recently announced committed increase in our First
Lien ‘term loans, asset monetizations which include the sale of working interests, net profits intetests and
overriding royalty interests, and if necessary, additional forward sales of our production in the financial
derivative markets. In certain cases, we will also continue to work with certain vendors to extend out the
timing of certain payments to preserve cash. With certain limitations, we may also delay certain anticipated
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development expenditures to. further preserve cash if necessary. While some of the transactions we have
planned for 2012 have been completed or committed, others are still planned to be completed in the future. Our
ability to complete those transactions is dependent on a number of factors including our production results,
commodity prices and general market conditions; therefore there is no assurance that we will be able to repeat
these types of transactions in the future if they are required to meet our short-term liquidity needs. Our longer-
term liquidity is also dependent on our production levels and the prevailing prices for oil and natural gas which
have historically been very volatile. To mitigate future price volatility, we may continue to hedge the sales
price of a portion of our future production.

The size of our operations and our capital expenditures budget limit the number of properties that we can
develop in any given year and a substantial portion of our current productlon is concentrated among relatively
few wells located offshore in the Gulf of Mexico and in the North Sea, which are characterized by rapid
production declines. As a result, we are particularly vulnerable to a near-term severe impact resulting from
unanticipated ‘complications in. the development of, or production from, any single material well or
infrastructure installation, including lack of sufficient capital, delays in receiving necessary drilling and
operating permits, increased regulation, reduced access to equipment and- services, mechanical or operational
failures, and bad weather. Any unanticipated significant disruption to, or decline in, our current production
levels or negative changes in current commodity prices or operating cost levels could have a material adverse
effect on our financial position, results of operations and cash flows and our ability to meet our commitments
as they come due.  We have historically obtained various other sources of funding to supplement our cash flow
from operations and we will continue to pursue them in the. future, however; there is no assurance that these
alternative sources will be available should these risks and uncertainties materialize.

2011 Activities

During February 2011, we entered 1nto Incremental Loan Assumptlon ‘Agreement and Amendment No. 1,
relating to our First Lien Credit Agreement, dated as of June 18, 2010 to, among other things, decrease the
interest rate on the entire $149.3 million balance outstanding at the time of the amendment from 11% to 9%.
Additional borrowmgs were $60.0 mllhon ($58.0 million, net of transaction costs and dlscount)

During March and September 2011 we entered into First and Second Amendments to Term Loan
Agreement and Limited Waivers, relating to our Term Loan Facility— ATP Titan assets to, among other things,
modify the conditions precedent for incremental borrowings drawn under the facility. Additional borrowings
were $100.0 million ($89.1 million, net of transactions costs and dlscount) in the aggregate

During April, June and December 2011, we conveyed for an aggregate $65.0 lmlhon three dollar-
denominated overrides in the Gomez Hub. These overrides obligate us to deliver a percentage of the proceeds
from the future sale of hydrocarbons in the specified proved properties until the purchaser achieves a specified
return. .

Also during April 2011, we closed an NPI transaction in the Telemark Hub for $40.0 million. The
purchaser acquired an existing vendor NPI for $19.7 million, thereby extinguishing the existing NPI liability of
$20.8 million, and contributed an additional $20.3 million toward the development of the Telemark Hub in
exchange for a larger percentage of the net profits from production at the Telemark Hub that will continue until
the purchaser recovers an overall specified rate of return.

We have conveyed to certain vendors and financial parties dollar-denominated net profits interests and
overriding royalty interests in our Telemark Hub, Gomez Hub and Clipper oil and gas properties in exchange
for development services, equipment and cash. We have also negotiated with certain other vendors involved in
the development of the Telemark Hub to partially defer payments for periods up to a year. These net profits
interests, overriding royalty interests and deferrals allow us to match our development cost cash outflows with
proceeds from the sale of production. During 2011, we paid $293.4 million of principal and interest related to
our other long-term obligations, which is s1gn1ﬁcantly increased from 2010 due to increased productlon and
higher oil prices. See Other Long-term Oblzgatzons discussion below.

In June 2011, we issued 1.7 million shares of 8% convertible perpetual preferred stock (“Series B Preferred
Stock™) and received net proceeds of $123.3 million ($90 per share before underwriters’discounts- and
commissions, option contract costs (discussed below) and offering expenses). In conjunction with issuance of
the Series B Preferred Stock, we purchased for $26.5 million capped-call options (“Options”) to cover all 14.1
million shares of common stock issuable upon conversion of the Series B Preferred Stock and the preferred
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stock we issued in 2009. The Options allow us to prevent dilution due to common stock issuance upon
preferred stock conversion up to a price per common share of $27.50. The shares of common stock acquirable
under the Options are indexed to our common stock price at the time of exercise and the Optlons can only be
settled in.common stock.

The Series B Preferred Stock has terms and features which are substantially identical to the convertible
preferred stock we issued in 2009 (collectively, the “Preferred Stock™). Each share of Preferred Stock is
perpetual, has no voting rights, has a liquidation preference of $100; pays cumulative dividends at an annual
rate of 8% payable in cash, shares of our common stock, or a combination thereof, and is convertible at any
time, at the option of the holder, into 4.5045 shares of common stock. After September 30, 2014, we have the
option to force conversion to common stock provided that the prevailing common stock market price exceeds
the conversion price by 150% on average for a stipulated period of time.

. In the second, third and fourth quarters of 2011, we entered into certain off-market 011 swap denvatwe
contracts which provided us with $87.9 million cash advances from the counterparty and.obligate us to pay
market prices at the time of settlement. In the third quarter of 2011, we also terminated certain ln-the-money
oil swaps and received $10.7 million in proceeds. ‘

2012 Activities

In the U.K. North Sea, development of our interest in the Cheviot field continues. During February 2012,
we entered into-an amendment to one of our agreements for the construction and delivery of the Octabuoy hull
and topside utility module to align the payments with the new expected delivery date of the hull.- As-amended,
the agreements provide for payments of $41.1 million in the first quarter of 2012, and $228.9 million-in 2013.

During 2012 through March 9, we sold for $65 million certain limited-term overriding royalty interests in
our Gomez Hub. Similar to previous overriding royalty interests sold by us, the purchasers receive a
designated portion of the revenues produced at the Gomez Hub until they have obtained the amount of their
investment plus a designated return. Once payout of the overriding royalty interests has been achieved, the
interests revert back to us. In March 2012, we entered into certain commodity price derivatives contracts
which have provided us with net cash advances of $19.4 million and obhgate us to pay market prices at the
time of settlement. _

On March 9, 2012 we entered into Amendment and Restatement and Incremental Loan Assumptlon
Agreement to the Credit Facility (“The Amendment”) The Amendment provides for an increase to the
principal amount of the Credit Facility from $210 million to the lesser of $365.0 million or 10% of the
Company’s Adjusted Consolidated Net Tangible Assets, as defined. The amendment also reduces the interest
rate of the Credit Facility from 9% fixed to a floating rate of 8.75% calculated based on a Libor floor of 1.50%
plus 7.25%. The other terms of the Credit Facility are essentially unchanged by the Amendment.

By the end of 2012, our plan calls for us to incur $400 million to $500 million in total capital expenditures
excluding capitalized interest, of which $50 million to $70 rmlhon is expected to be contributed by vendors
through existing NPI or deferral programs.

Cash Flows __ Year Ended December 31, '
2011 2010 2009
Cash provided by (used in) (1n thousands): '
Operating activities.......c..coverivviniimirisiniiieis i $ 197,091 -$ (37,280) $ 159,827
Investing activities .......ccvierervereecurnines reeererserersesrrerarerrosinnereaies (399,753) - (610,821) (632,951)
Financing act1v1t1es ......................................... Seieaniieeesiessusnssasers 112,049 694,024 . 358,673

As of December 31, 2011, we had a working capital deficit of approx1mate1y $347.5 million, an increase
of approx1mately $241.3 million from December 31, 2010. This deficit is a cumulative result of our capital
expenditures exceedlng our cash flows from operating and financing activities over the last three years as we
have invested heavily ini infrastructure and wells that we expect will allow us to increase production and cash
flow from operations in future periods. With the increased production we have experienced from capital
investment, we expect this working capital deficit to shrink throughout 2012 and into 2013. With our efforts to
seek partners for certain of our major capital intensive projects, we also believe this will further decrease our
working capital deficit. While a complete elimination of our working capital deficit is our goal, we believe
that we should be able to significantly reduce the deficit during the coming year.
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Cash provided by (used in) operating activities during 2011 and 2010 was $197.1 million and ($37.3)
million, respectively. Cash flow from operating activities has increased primarily due to increased oil and gas
revenues related to increased commodity prices and production, partially offset by increased interest and
decreases from working capital. Cash provided by (used in) operating activities during 2010 and 2009 was
($37.3) million and $159.8 million, respectively. Cash flow from operating activities decreased primarily due
to increased net interest costs, debt extlngmshment costs and drllllng interruption costs, partially offset by
increased oil and gas revenues. . :

Cash used in investing activities was $399.8 million, $610.8 million and $633.0 million during 2011, 2010
and 2009, respectively. During 2011, cash expended in the Gulf of Mexico and Notith Sea for additions to oil
and gas propertles was approximately $234.9 million and $202.0 million, respectively. Dunng 2010, cash
expended in the Gulf of Mexico and North Sea for additions to oil and gas properties was approximately
$534.3 million and $63.8 million, respectively. During 2009, cash expended in the Gulf of Mexico and North
Sea for additions to oil and gas properties was approximately $551.4 million and $83.9 million, respectively.

Cash provided by financing activities was $112.0 million, $694.0 million and $358.7 million during 2011,
2010 and 2009, respectively. The amount in 2011 is primarily related to $235.7 million of proceeds from term
loans and other long-term obligations, $123.3 million net proceeds from our Series B preferred stock offering
and $67.1 million, net from derivative contracts, partially offset by $206.2 million payments of other long-term
liabilities and term loans. Also in 2011, we paid a total of $103.6 million for distributions to the noncontrolling
interest, preferred stock dividends and other financings, net. The amount in 2010 is primarily related to $373.8
million net proceeds from the debt refinancing and $228.8 million net proceeds from the Titan Assets — Term
loan facility, $228.4 million proceeds net of costs from sales of limited-term overriding royalty interests and
net profits interests on proved properties, partially offset by principal payments toward our other long-term
obligations and outstanding term loans. The amount in 2009 includes proceeds, net of costs, from the sale of a
redeemable noncontrolling interest in ATP-IP of $148.8 million, the issuance of common and preferred stock
for $306.2 million, net of costs, the monetization of the Gomez hub pipeline for $74.5 million and $14.5
million from sale of an overriding royalty interest. These increases in cash flows were partially offset by
$157.5 million of net debt repayments and $19.0 million of distributions to the Class A limited partner in ATP-
.

Long-term Debt
Long-term debt consisted of the following (in thousands):
December 31,
. 2011 . . 2010
- First lien term loans, net of unamortized discount of
$2,460 and $2,644, 1eSPECtiVELY, ..coveveverreeireirinrereier ettt $ 204,703 $ . 146,607
Senior second lien notes, net of unamortized discount of )
$4,671 and $6,071, 1€SPECHVELY; .cvevivruiririirerinieiriereiiesit e enestsesseiesessens . 1,495,329 1,493,929
" Term loan facility — ATP Titan assets, net of unamortized discount of .
$16,373 and $10,760, respectively, 309,973 - 238.873
TOtAL AEDL....veereeeieiiierecreee et reer e e erens ek r e ae b enie 2,010,005 1,879,409
Less current maturities ... ‘ (33.848) (21.625)
Total 1ong-term debr.........cccvm et sensnens '8 1,976,157 $ 1,857,784

Senior Second Lien Notes

In April 2010, we issued senior second lien notes (the “Notes”) in an aggregate principal amount of $1.5
billion, due May 1, 2015. The Notes bear interest at an annual rate of 11.875%, payable each May 1 and
November 1, and contain restrictions that, among othér things, limit the incurrence of add1t10nal indebtedness,
mergers and consohdatlons and certain restncted payments.

At any time (whlch may be more than once) on or pI‘lOI' to May 1, 2013, the Company may, at its optlon
redeem up to 35% of the outstanding Notes with money raised in certain equity offerings, ata redemptlon price
of 111.9%, plus accrued interest, if any. In addition, the Company may redeem the Notes, in whole or in part,
at any time before May 1, 2013 at a redemption price equal to par plus an applicable make-whole premium
plus accrued and unpaid interest to the date of redemption. The Company may also redeem any of the Notes at
any time on or after May 1, 2013, in whole or in part, at specified redemptlon prices, plus accrued and unpaid
interest to the date of redemption.
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The Notes also contain a provision allowing the holders thereof to require the. Company to purchase some
or all of those Notes at a purchase price equal to 101% of their aggregate principal amount, plus.accrued and
unpaid interest to the date of repurchase, upon the occurrence of specified change of control events.

First Lien Term Loans

. InJune 2010, we entered into a first lien credit agreement (the “Credit Facility”) with an initial balance of
$150.0 million, due October 15, 2014, to replace the previous credit facility. Initial proceeds of the-Credit
Facility were $144.3 million, net of original issue discount and transaction fees. Principal outstanding under
the term loans issued pursuant to the Credit Facility initially bore interest at an annual rate of 11.0%.. The
Company granted the lenders a security interest in and-a first lien on not less than 80% of its proved oil and gas
reserves in the Gulf of Mexico, capital stock of material subsidiaries (limited in the case of the Company’s
non-U.S. subsidiaries to not more than 65% of the capital stock) and certain infrastructure assets, a portion of
which has since been released in connection with the ATP Titan LLC financing discussed below. In February
2011, we entered into Incremental Loan Assumption Agreement and Amendment No. 1, relating to our First
Lien Credit Agreement, dated as of June 18, 2010 to, among other things, decrease the interest rate on the
entire balance outstanding from 11% to 9%. Additional borrowings were $60.0 million ($58.0 million, net of
transaction costs and discount). Quarterly principal payments are required equal to 2% of remaining principal
balance until June 18, 2014 and the remaining principal balance is due January 15, 2015."

The Notes and Credit Facility contain certain hegative covenants which place limits on the Company’s
ability to, among other things:

» incur additional indebtedness;

« pay dividends on the Company’s capital stock or purchase, repurchase, redeem, defease or retlre the
Company’s capital stock or subordinated indebtedness;

» make investments outside of our normal course of business;
* incur liens;

* create any consensual restriction on the ability of the Company’s restricted subsidiaries to pay dividends,
make loans or transfer property to the Company;

» engage in transactions with affiliates;

» sell assets; and

» consolidate, merge or transfer assets.
Term Loan Facility - ATP Titan Assets

In September 2010, we formed ATP Titan LLC (“Titan LLC”), a wholly owned and operated subsidiary
which we consolidate in our financial statements, and transferred to it our 100% ownership of the ATP Titan
platform and related infrastructure assets. Simultaneous with the transfer, Titan LLC entered into a $350.0
million term loan facility (the “ATP Titan Facility”). Under the initial agreement and the First and Second
Amendments to Term Loan Agreement and Limited Waivers entered into in March and September 2011,
respectively, we have now drawn down the entire amount available receiving proceeds of $317.9 million, net
of discount and direct issuance costs. The ATP Titan Facility bears interest at LIBOR (floor of 0.75%) plus
8%. Principal payments are required equal to 2.25% (of original principal) per quarter until October 4, 2012,
‘and 2.5% thereafter until final maturity at September 2017. The ATP Titan Facility requires us to maintain in a
restricted account a minimum $10.0 million cash balance plus additional amounts based on production at the
Telemark Hub to be used for the quarterly debt service of the ATP Titan Facility. The ATP Titan Facility is
collateralized solely by the ATP Titan and related infrastructure assets (net book value at December 31, 2011
of $1,105.9 million) and the outstanding member interests in Titan LLC, which are all owned indirectly by the
Company. The ATP Titan Facility includes a customary condition that there has not occurred a material
adverse change with respect to the Company. The Company remains operator and 100% owner of the ATP
Titan platform, related infrastructure assets and the working interest in its Telemark Hub oil and gas reserves.

The Credit Facility and the Notes contain customary events of default, and if certain of those events of
default were to occur and remain uncured, such as a failure to pay principal or interest when due, our lenders
could terminate future lending commitments under the Credit Facility, and our lenders could declare the

46



outstanding borrowings due and payable. The Credit Facility also contains an event of default if there has
occurred a material adverse change with respect to the Company’s compliance with environmental
requirements and applicable laws and regulations. The ATP Titan Facility contains standard events of default
and an event of default if there has occurred a material adverse change with respect to the Company. The ATP
Titan Facility also contains provisions that provide for cross defaults among the documents entered into in
connection with the ATP Titan Facility and-acceleration of Titan LLC’s payment obligations under the 4ATP
Titan Facility in certain situations. In addition, our hedging arrangements contain standard events of default,
including cross default provisions, that, upon a default, provide for (i) the delivery of additional collateral, (ii)
the termination and acceleration of the hedge, (iii) the suspension of the lenders’ obligations under the hedging
arrangement or (iv) the setoff of payment obligations owed between the parties.

The effective annual interest rate and fair value of our long-term debt was 12.0% and $1.5 billion,
respectively, at December 31, 2011. Accrued interest payable was $37.7 million and $34.8 million at
December 31, 2011 and 2010, respectively.

Other Long-term Obligations

Other long-term obligations consisted of the following (in thousands):

December 31,
2011 2010

Net profits interests $ 336,669 - $ 331,776
Dollar-denominated overriding royalty interests ! 42,324 ' 52,825
Gomez pipeline obligation 71,676 73,868
Vendor deferrals — Gulf of Mexico 17,493 7,096
Vendor deferrals — North Sea . 94,710 90,874
Other.... 2,582 2582

Total ... . 565,454 559,021
Less current maturities (113.657) (86.521)

Other long-term obligations $ 451797 $ __472,500

Net Profits Interests — Beginning in 2009, we have granted dollar-denominated overriding royalty interests
in the form of net profits interests (“NPIs”) in certain of our proved oil and gas properties in and around the
Telemark Hub, Gomez Hub and Clipper to certain of our vendors in exchange for oil and gas property
development services and to certain finance entities in exchange for cash proceeds. During April 2011, we
closed an NPI transaction in the Telemark Hub for $40.0 million. The purchaser acquired an.existing vendor
NPI for $19.7 million, thereby extinguishing the existing NPI liability of $20.8 million, and contributed an
additional $20.3 million toward the development of the Telemark Hub in exchange for a larger percentage of
the net profits from production at the Telemark Hub that will continue until the purchaser recovers $40.0
million, plus an overall rate of return. :

The interests granted are paid solely from the net profits, as defined, of the subject properties. As the net
profits increase or decrease, primarily through higher or lower production levels and higher or lower prices of
oil and natural gas, the payments due the holders of the net profits interests increase or decrease accordingly.. If
there is no production from a property or if the net profits are negative during a payment period, no payment
would be required. We also accrete the liability over the estimated term in which the NPI is expected to be
settled using the effective interest method with related interest expense presented net of amounts capitalized on
the Consolidated Statements of Operations. The term of the NPIs is dependent on the value of the services
contributed by these vendors or the cash proceeds contributed by the finance companies coupled with the
timing of production and future economic conditions, including commodity prices and operating costs. Upon
recovery of the agreed rate of return, the NPIs terminate. Because NPIs were granted on proved properties
where production is reasonably assured, we have accounted for these NPI's as financing obligations on our
Consolidated Balance Sheets. As such, the reserves and production revenues associated with the NPIs are
retained by the Company. We expect approximately 60%, or $205 million of the NPIs to be repaid over the
next 12 months based on anticipated production, commodity prices and operating costs.

Dollar-denominated Overriding Royalty Interests — During April, June and December 2011, we sold, for
an aggregate of $65.0 million, three dollar-denominated overriding royalty interests (“Overrides”) in our
Gomez Hub properties similar to those sold in 2009 and 2010. These Overrides obligate us to deliver proceeds
from the future sale of hydrocarbons in the specified proved properties until the purchasers achieve a specified
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return. As the proceeds from the sale of hydrocarbons increase or decrease, primarily through changes in
production levels and oil and natural gas prices, the payments due the holders of the overriding royalty
interests will increase or decrease accordingly. If there is no production from a property during a payment
period, no payment would be required. The percentage of property revenues available to satisfy these
obligations is dependent upon certain conditions specified in the agreement. Upon recovery of the agreed rate
of return, the Overrides terminate and our interest increases accordingly. Because of the explicit rate of return,
dollar-denomination and limited payment terms of the Overrides, they are reflected in the accompanying
financial statements as financing obligations. As such, the reserves and production revenues are retained by
the Company. Related interest expense is presented net of amounts capitalized on the Consolidated Statements
of Operations. As of December 31, 2011, if there is sufficient production from a certain property, we will
incur up to $7.2 million of contingent interest costs. We expect approximately 93%, or $39 million of the
Overrides to be repaid over the next 12 months based on anticipated production and commodity prices.

Gomez Pipeline Obligation — In 2009, we sold to a third party for net proceeds of $74.5 million the oil and
natural gas pipelines that service the Gomez Hub. In conjunction with the sale, we entered into agreements
with the purchaser to transport our oil and natural gas production for the remaining production life of our fields
serviced by the ATP Innovator production platform for a per-unit fee that is subject to a minimum monthly
payment through December 31, 2016. Such minimum fees, if applicable, can be recovered by ATP in future
periods within the same calendar year whenever fees owed during a month exceed the minimum due. We
remain the operator of the pipeline and are responsible for all of the related operating costs. As a result of the
retained asset retirement obligation and the purchaser's option to convey the pipeline back to us at the end of
the life of the fields in the Gomez Hub, the transaction has been accounted for as a financing obligation equal
to the net proceeds received. This obligation is being amortized based on the estimated proved reserve life of
the Gomez Hub properties using the effective interest method with related interest expense presented net of
amounts capitalized on the Consolidated Statements of Operations. All payments made in excess of the
minimum fee in future periods will be reflected as interest expense of the financing obligation.

Vendor Deferrals — In the Gulf of Mexico, in addition to the NPIs exchanged for development services
described above, we have negotiated with certain other vendors involved in the development of the Telemark
and Gomez Hubs to partially defer payments over a twelve-month period beginning with first production. We
accrue the present value of the deferred payments and accrete the balance over the estimated term in which it is
expected to be paid using the effective interest method with related interest expense presented net of amounts
capitalized, on the Consolidated Statements of Operations.

In the UK. North Sea, development of our interest in the Cheviot field continues. During February 2012,
we entered into an amendment to one of our agreements for the construction and delivery of the Octabuoy hull
and topside utility module to align the payments with the new expected delivery date of th hull. As amended,
the agreements provide for a $41:1 million payment in the first quarter of 2012, and $228.9 million in'2013.
As work is completed and amounts are earned under the amended agreement, we record obligations and related
interest expense, net of amounts capitalized, on the Consolidated Financial Statements.

Effective Interest Rate — The weighted average effective interest rate on our other long-term obllgatlons set
forth above was 18.9% and 16.7% at December 31, 2011 and 2010, respectively.

Recently Issued Accountmg Pronouncements

See Note 2, “Summary of Significant Accountmg P011c1es Recently Issued Accountmg Pronouncements”
to the Consohdated F1nanc1al Statements. :
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Contractual Obligations

The following table summarizes certain contractual obligations at December 31, 2011 (in thousands):

Less than 1-3 3-5 More than
Total 1 year years years S years

First lien term loans ......... . $° 207,163 $ 2,066 $ 4071 § 201,026 $ -
Interest on first lien term loans (1).................. 56,741 - 18,901 37,136 704 -
Senior second lien notes..........ccocererennnnni . 1,500,000 - S 1,500,000 -
Interest on senior second lien notes (1)........... 593,750 178,125 - 356,250 59,375 -
Term loan facility — ATP Titan assets.............. 326,345 31,782 70,000 70,000 154,563
Interest on term loan facility — ATP Titan

assets (1) 112,935 26,860 © 44,748 © 32484 8,843
Asset retirement obligations...........coccececeeunee 168,517 52,536 31,623 . . 2,434 81,924
Other long-term obligations (2) : 346,189 75,108 250,248 20,000 833
Other trade commitments.............. 3,647 - 3,647 -
Noncancelable operating leases ... 1.871 1,181 690
Total contractual obligations ..............cc.cvu... $ 3317058 § 386559 § 798413 $ 1,886,02 ; $ 24 g,;g;

(1) - Interest is based on rates and principal repayment requirements in effect at December 31, 2011.
(2)  Of these amounts, $183.9 million are accrued at December ’31, 2011.

Excluded from the table above are the follovﬁn'g: :

oNPIs and Overrides of $336.7 million and $42.3 rfnillion, respectively, as of December 31, 2011 that are
payable only from the future cash flows of specified properties. The ultimate amount and timing of
the payments will depend on production from the properties and future commodity prices and
operating costs. We expect approximately 64% or $244 million of the NPIs and Overrides to be repaid
over the next 12 months based on projected production, commodity prices and operating costs.

eDividends on our 8% convertible perpetual preferred stock, which are approximately $25.0 million per
year. These dividends are payable in cash or stock at the Company's option, although covenants with
our creditors may prevent us from paying cash in the future.

*ATPIP is currently obligated to distribute effectively all of its cash earnings to the noncontrolling interest

“until the total remaining balance of $115.8 million has been paid. The ultimate amount and timing of
the payments will depend on the oil and gas vohimes which flow across the ATP Innovator productlon
‘platform. We expect approximately $31.0 million or 27% of the $1 15 8 million noncontrolhng
interest to be repaid over the next 12 months.

*Obligations under commodity derivative contracts which at December 31,2011 represent an aggregate
net hab111ty of $66.6 million related to 2012 and $0.5 million related to 2013, based on year-end
market prices. See additional discussion of commodity derivative contracts in Note 13, Denvatlve
Instruments and Price Risk Management Activities.

*Contingent interest on certain Overrides which may total $7.2 million, the ultimate amount and timing of
which will depend on production from the properties and future commodity prices.

¢Contingent consideration of $7.8 million to be paid by us upon achieving specified operational

- milestones because the ultimate amount and tumng of the payments will depend on production from
the specified properties and future commodity prices. '

eWe are a party to a multi-year (life of reserves) firm transportation agreement covering certain production
in the North Sea that requires us to pay a pipeline tariff on our nominated contract quantity of natural

- gas-during the contract period, whether or not the volumes are delivered to the pipeline. For any
contract period where actual deliveries fall short of contract quantities, we can make up such amounts

- by delivering volumes over the subsequent four years free of tariff, within certain limitations. While
we control our nominations, we are subject to the risk we may be required to prepay or ultimately pay:
transportation on undelivered volumes. The ultimate amount and timing of any payments is uncertain

- and dependent upon our productlon levels. At current production levels, the minimum annual
obligation under these agreements is approx1mately £0. 6 million per year, or approxunately $1 O
niillion at December 31, 2011, ~ .
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Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in conformity with U.S. generally accepted accounting
principles (“GAAP”), which require management to make estimates and assumptions that affect the reported
amounts of the assets and liabilities and disclosures of contingent assets and liabilities as of the date of the
balance sheet as well as the reported amounts of ‘revenues and expenses during the reporting period. We
routinely make estimates and judgments about the carrying value of our assets and liabilities that are not
readily apparent from other sources. Such estimates and judgments are evaluated and modified as necessary on
an ongoing basis. Significant estimates include DD&A and impairment of oil and gas properties. Oil and gas
reserve estimates, which are the basis for unit-of-production DD&A and the impairment analysis, are
inherently imprecise and are expected to change as future information becomes available. In ‘addition,
alternatives may exist among various accounting methods. In such cases, the choice of accounting method may
also have a significant impact on reported amounts. '

Based on a critical assessment of our accounting policies discussed below and the underlying judgiments
and uncertainties affecting the application of those policies, management believes _that our consolidated
financial statements provide a meaningful and fair representation of our company. '

Oil and Gas Property Accounting

We account for our oil and gas property costs using the successful efforts accounting method. Under the
successful efforts method, lease acquisition costs and intangible drilling and development costs on successful
wells and development dry holes are capitalized. Costs of drilling exploratory wells are initially capitalized,
but charged to expense if and when a well is determined to be unsuccessful. :

Capitalized proved property acquisition costs are depleted on the unit-of-production method on the basis of
total estimated units. of proved reserves. Capitalized costs relating to producing properties are depleted on the
unit-of-production method on the basis of total estimated units of proved developed reserves. When significant
development costs (such as the cost of an offshore production platform) are incurred in connection with a
planned group of development wells before all of the planned wells have been drilled, it is occasionally
necessary to exclude a portion of those development costs in determining the unit-of-production depletion rate
until the additional development. wells are drilled. However, in no case are future development costs
anticipated in computing our depletion rate. Estimated dismantlement, restoration and abandonment costs and
estimated residual salvage values are taken into account in determining depletion provisions. Qur ATP Titan
and ATP Innovator floating platforms are included in oil and gas properties and depreciated straight line over
40 and 25 years, respectively, since they can be relocated to other fields when existing production is depleted.
Expenditures for geological and geophysical testing costs are generally charged to expense unless the costs can
be specifically attributed to mapping a proved reservoir and determining the optimal placement for future
developmental well locations. Expenditures for repairs and maintenance are charged to expense as incurred,;
renewals and betterments are capitalized. The costs and related accumulated depreciation, depletion, and
amortization of properties sold or otherwise retired are eliminated from the accounts, and gains or losses on
disposition are reflected in the statements of operations.

We perform impairment analysis whenever events or changes in circumstances indicate that an. asset's
carrying amount may not be recoverable. To determine if a depletable unit is impaired, we-compare the
carrying value of the depletable unit to the undiscounted future net cash flows by applying management's
estimates: of future oil and gas prices to the estimated future production. of oil and gas reserves over the
economic life of the property and deducting future costs. Future net cash flows are based upon reservoir
engineers' estimates of proved reserves. In addition, other factors such as probable and possible reserves are
taken into consideration when justified by economic conditions and actual or planned drilling . or other
development activities. For a property determined to be impaired, an impairment loss equal to the difference
between the carrying value and the estimated fair value of the impaired property will be recognized. Fair value,
on a depletable unit basis, is estimated to be the present value of the aforementioned expected future net cash
flows. Unproved properties are assessed periodically to determine whether they have been.impaired. An
impairment allowance is provided on an unproved property when we determine that the property will not be
developed, but no later than lease expiration. Any impairment charge incurred is recorded in accumulated
depletion, depreciation, impairment and amortization to reduce our basis in the asset. Each part. of these
calculations is subject to a large degree of judgment, including estimated reserves, future net cash flows and
fair value.
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Oil and Gas Reserves

The process of estimating quantities of natural gas and crude oil reserves is very complex, requiring
significant decisions in the evaluation of all available geological, geophysical, engineering and economic data.
The data for a given field may also change substantially over time as a result of numerous factors.including,
but not limited to, additional development activity, evolving production history and centinual reassessment. of
the viability of production under varying economic conditions. As a result, material revisions to existing
reserve estimates may occur from time to time. Although every reasonable effort is made to ensure that reserve
estimates reported represent the most accurate assessments possible, the subjective decisions and variances in
available data for various fields make these estimates generally less precise than other estimates included in the
financial statement disclosures. We use the unit-of-production methiod to amortize our oil and gas properties.
This method requires us to amortlze the capitalized costs incurred in developing a property in proportion to the
amount of oil and gas produced as a percentage of the amount of proved reserves contained in the property.
Accordingly, changes in reserve estimates as described above will cause corresponding changes in DD&A
recognized in periods subsequent to the reserve estimate revision. In all years presented, 100% of our reserves
were prepared by independent petroleum engineers. Currently, we use Collarini Associates and Ryder Scott
Company, L.P. See the Supplemental Information (unaudlted) in our consohdated ﬁnancml statements for
reserve data related to our propertles :

Asset Retirement Obligations

We recognize liabilities assoc1ated with the eventual retirement of tangible long-lived assets, upon the
acquisition, construction and development of the. assets. We record the fair value of a liability for an asset
retirement obligation in the period in which it is incurred and a corresponding increase in the carrying amount
of the related long-lived asset. Changes in estimates on fully depleted properties are charged directly to loss on
abandonment.

Shortages or an increase in cost of drilling rigs, equipment, supplies or personnel could delay or adversely
affect our abandonment operations, which could have a material adverse. effect on our business, financial
condition and results of operations. Increased drilling activity in the Gulf of Mexico and the North Sea
decreases the availability of offshore rigs and associated equipment. In periods of increased drilling activity in
the Gulf of Mexico and the North Sea, we may experience increases in associated costs, including those related
to drilling rigs, equ1pment supplies and personnel and the services and products -of other vendors to the
industry. These costs may increase further and necessary equipment and services may not be available to us.at
economical prices. ‘ .

We recognize (i) depletion expense on the additional capitalized asset retirement costs; (ii) accretion expense
as the present value of the future asset retirement obligation increases with the passage of time, and; (iii) the
impact, if any, of changes in estimates of the liability.

Other Long-term Obligations

We have significant obligations primarily related to placing the ATP than in service and ‘completing and
commencing production from the underlying Telemark Hub oil and gas wells. A significant portion of these
obligations will be paid from limited-term overriding royalty interests and net profits interests in the
underlying reserves we have granted or sold, or under vendor payment deferral arrangements. We also have
significant vendor deferral obligations related to constructing the Octabuoy hull and related topside equipment
planned for initial deployment at our Cheviot field in the UK. North Sea. The recorded liabilities for these
obligations are affected by some significant estimates, including the ultimate cost of the obligations, the
ultimate reserves produced and the timing of production, which dictates the timing of the future cash
payments Such estimated amounts are discounted so that they are reflected on the consolidated balance sheet
at present value. Revisions to these estimates may be required which wrll result in upward or downward
revisions in the recorded long-term obligations and assoc1ated interest expense on a prospective basis.

Przce Risk- Managemem‘ Activities

We utilize derivative instruments and fixed-price forward sales contracts ‘with respect to a portion of our
expected production in order to manage our exposure to oil and natural gas price volatility. These instruments
expose us to risk of financial loss if:

e production is less than expected for forward sales contracts;
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o the counterparty to the derivative instrument defaults on its contract obligations; or
o _ there is an adverse change in the expected differential between the underlying price in the denvatlve
_instrument and the actual prices received for our productmn at the physical sales point.

Our results of operations may be negatively impacted in the future by our derivative instruments and fixed-
pnce forward sales contracts as these instruments may limit any benefit we would otherw1se receive ‘from
increases in the prices for oil and natural gas.

We pnmanly utilize fixed-price phys1ca1 forward contracts, price swaps, price collars and put optlons
which are generally placed with major financial institutions or with. counterpames of high credit quality in
order to minimize our credit risks. The oil and natural gas reference prices of these commodity derivative
contracts are based upon oil and natural gas market exchanges which have a high degree of historical
correlation with the actual prices we receive. All derivative instruments are recorded on the balance sheet at
fair value with changes in fair value recorded as a component of derivative income (expense) in our
consolidated statement of operations. Occasionally, we sell certain natural gas call options in exchange for
premiums from the counterparties. At settlement of a call option, if the market price exceeds the strike price of
the call option, the Company pays the counterparty such excess. If the market price settles below the strike
price of the call option, no payment is due from either party. Cash settlements of our derivative instruments
are classified as operating cash flows unless the derivative contains a significant fmancmg element at contract
inception, in which case these cash settlements are classified as financing cash flows in the accompanying
Consolidated Statements of Cash Flows.

From time to time, we utilize foreign currency and interest rate derivative instruments to mitigate risks
associated with our foreign operations and borrowings, respectively.

Valuation of Deferred Tax Asset

We compute income taxes using an asset and 11ab111ty approach, which results in the- recogmtlon of
deferred tax liabilities and assets for the expected future tax consequences of temporary differences between
the carrying amounts and the tax basis of those assets and liabilities. We also record a valuation allowance if'it
is more likely than not that some or all of a deferred tax asset will not be realized. In determining whether a
valuation allowance is appropriate, we weigh positive and negative evidence that suggests whether a deferred
tax asset is likely to be recoverable: As of December 31, 2011, for U.S. tax provision purposes, we have
provided valuation allowance for the remainder of our net deferred tax assets based on our cumulative net
losses coupled with the uncertainties surrounding the future profitability of our.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements at December 31, 2011.
Item 7A. Quantitative and Qualitative Disclosures about Market Risk.
Commodity Price Risk -

Our revenues, profitability and future growth depend substantlally on prevailing prices for oil and natural
gas Prices also affect the amount of cash flow available for capital expenditures and our ability to borrow and
raise additional capital. Lower prices may also reduce the amount of oil and natural gas that we can
economically produce. We currently sell a portion of our oil and natural gas production under market price
contracts. We periodically use derivative instruments to hedge our commodity price risk. We hedge a portion
of our projected oil and natural gas productlon through a variety of financial and physical arrangements
intended to support oil and natural gas prices at targeted levels and to manage our exposure to price
fluctuations. We may use futures contracts, swaps, prepaid swaps, put options, price collars, call options and
fixed-price physical forward contracts to hedge our commodity prices. See Note 13, “Derivative Instruments
and Risk Management Activities” to Consolidated Financial Statements. We do not hold or issue derivative
instruments for speculative purposes. ‘
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At February 29, 2012, we had derivative contracts in place for the following oil and natural gas volumes.

Period  Type Volunies Price
’ $/Unit

Oll(Bbl)—Gultonexzc e : B I
c 2002 s - Swaps - - 3,408,250. . '100.68

455,000 . 103.04

476950
2012 Basis Swaps = 825,000  12.34
2013 s Basis Swaps 820,000  4.60
2013 s SWaption (2) . 1095000 96.88
Natural Gas (MMBtu)
‘North Sea _ o o R
D113 S il Swaps 1,830,000 - 9.03
7703 - S 180,000 = 1128
Gulf of Mexico - o - v ‘ o
2012 i SO reeereede et Fixed-price physicals .. 1,365,000 4.64
2012 Calls (3) 3,660,000 535 -

( 1). In order to manage our exposure to oil pnce volatlhty and to prov1de ‘additional current 11qu1d1ty, in the second half of
2011, we entered into certain off-market oil swap derivative contracts which prov1ded us ‘with $87.9 mﬂhon of cash
advances from the counterparty and obligate us to pay market prices at the time of settlement.

(2) In 2012, we entered into certain derivative contracts which give the counterparty the right, for a period of time, to bind
us in agreed-upon oil price swap contracts in exchange for a premium paid to us. Should the counterparty elect not to
bind us to the swap contract, the option to do so terminates and there is no further financial exposure to either party

(3) We sold certain natural gas call optxons in exchange for a premium from the counterparties. At settlement of a call
option, if the market price exceeds the strike price of the call option; the: Company pays the counterparty. such excess.
.. If the-market price settles below the strike price of the call option, no payment is due from either party.

Interest Rate Risk

We are exposed to changes in interest rates only on our ATP Titan assets - Term Loan Facility as described
in Management’s Discussion and Analysis of Financial Condition and Results of: Operations: Liquidity and
Capital Resources. Each 1% change in LIBOR above the floor rate of 0.75% equates to approximately $3.3
million of additional interest expense on these obligations. Otherwise we have no exposure to changes in
interest rates because the interest rates on our other long-term debt instruments are fixed.

Foreign Currency Risk

The net assets, net earnings and cash flows from our wholly owned subsidiaries in the UK. and the
Netherlands are based on the U.S. dollar equivalent of such amounts measured in the applicable functional
currency. These foreign operations have the potential to impact our financial position due to fluctuations in the
value of the local currency arising from the process of re-measuring the local functional currency in U.S.
dollars.

Item 8. Financial Statements and Supplementary Data.

- The information required here is included in the report as set forth in the “Index to the Consolidated
Financial Statements” on page F-1.

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

None.
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Item 9A. Controls and Procedures..

Disclosure Controls and Procedures
#

Our management, under the supervision of and with the participation of our Chief Executive Officer and
Chief Financial Officer, has evaluated the effectiveness of ATP Oil & Gas Corporation's disclosure controls
and procedures, as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities and Exchange
Act of 1934, as amended (the “Exchange Act”) as of December 31, 2011 (the “Evaluation Date”). Based on
this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls
and procedures were effective as of the Evaluation Date to ensure that the information required to be disclosed
in our Exchange Act filings is (1) recorded, processed, summarized and reported within the time periods
specified in Securities and Exchange Commission’s rules and forms, and (2) accumulated and communicated
to management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required disclosure.

#

Management’s Report on Internal Control over Financial Reporting

#

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting (as defined in Rules 13a-15(f) and 15d-15(f) promulgated under the Exchange Act).

Our management assessed the effectiveness of our internal control over financial reporting as of December
31, 2011. In making this assessment, management used the criteria set forth by the Committee of Sponsoring
Organizations -of the Treadway Commission in Internal Control — Integrated Framework. Based on this
assessment, management concluded that our internal control over financial reporting was effective as of
December 31, 2011.

‘The effectiveness of the Company’s internal control over financial reporting as of December 31, 2011 has
been audited by PricewaterhouseCoopers LLP, the independent registered public accounting firm that audited
and reported on the financial statements included in this annual report, as stated in their reports which are
included herein. g :

Changes in Internal Control Over Financial Reporting

There were no changes in internal control over financial reporting during the quarter ended Decem‘ber 31,
2011 that materially affected, or are reasonably likely to materially affect our internal control over financial
reporting.

Item 9B. Other Information.

None.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance.
Executive Officers of the Company and Other Key Employees

Set forth below are the names, ages (as of February 28, 2012) and tltles of the persons currently servmg as
executive officers of the Company. There are no term hmlts for the executive officers. ‘

Name Agg * Position

T. Paul Bulmahn bt era et e et ebe b e e eaaesesherseraereseaneane 68 Chairman and Chief Executive Ofﬁcer

Leland E. Tate........cccoctviiiminivnirmniosioeneneesiasesins 64 - President .

Albert L. REESE JT. c.c.ciirenriinierereenivinnsiereraenseesesessessaesenes 62 ~ Chief Financial Officer -

George R, MOITIS «..covveveuinririciieenieecieensieeeseesaennaens 57 Chief Operating Officer

John E. Tschirhart........cc.ooevvicciieeiicniieionieerreeereianens ~ 61 - Senior Vice President, International,
General Counsel

Isabel M. PRUIE ....coevrreneeeeteeeerereee et 51 Chief Communications Officer

Keith R. GOAWIN....cvovvieeeercerererieneseeeieessseanen S 44 Chief Accounting Officer

T. Paul Bulmahn has served as our Chairman and Chief Executive Officer since May 2008 and before
that as Chairman and President since he founded the company in 1991. From 1988 to 1991, Mr. Bulmahn
served as President and Director of Harbert Oil & Gas Corporation. From 1984 to 1988, Mr. Bulmahn served
as Vice President, General Counsel.of Plumb Oil Company. From:1978 to 1984, Mr. Bulmahn served as
counsel for Tenneco's interstate gas pipelines and as regulatory counsel-in Washington, D.C. From 1973 to
1978, he served the Railroad Commission of Texas, the .Public Utility Commission and the Interstate
Commerce Commission as an administrative law judge. :

Leland E. Tate has served as our President since May 2008, before that as Chief Operatmg Officer since
December 2003 and Sr. Vice President, Operations since August 2000. Prior to joining us, Mr. Tate worked for
over 30 years with Atlantic Richfield Company (“ARCO”). From 1998 until July 2000, Mr. Tate served as the
President of ARCO North Africa. He also was Director General of Joint Ventures at ARCO from 1996 to
1998. From 1994 to 1996, Mr. Tate served as ARCO's Vice President Operations & Engineering, where he led
technical negotiations in field development. Prior to 1994, Mr. Tate's positions with ARCO included Director
of Operations, ARCO British Ltd.; Vice President of Engineering, ARCO International;. Senior Vice President
Marketing and Operations, ARCO Indonesm and for three years was Vice Pre31dent and Dlstnct Manager in
Lafayette, Louisiana.

Albert L. Reese Jr. has served.as our Chief Financial Officer since March 1999 and, in-a consultmg
capacity, as our director of finance from 1991 until March 1999. From 1986 to 1991, Mr. Reese was employed
with the Harbert Corporation where he established a registered investment bank for the company to conduct
project and corporate financings for energy, co-generation, and small power activities. From 1979 to 1986, Mr.
Reese served as chief financial officer of Plumb Oil Company and its successor, Harbert Energy Corporation.
Prior to 1979, Mr. Reese served in various capacities with Capital Bank in Houston, the independent
accounting firm of Peat, Marwick & Mitchell, and as a partner in Amold, Reese & Swenson, a Houston-based
accounting firm specializing in energy clients.

George R. Morris has served as our Chief Operating Officer since May 2008. He served as our Vice
President, Acquisitions from 2002 until 2004 and upon his return to the company in 2007. From 2004 until
2007, Mr. Morris was Chief Operating Officer at Chroma Exploration & Production. Prior to joining us in
2002 and during a career that spanned 30 years, Mr. Morris held executive and management positions in
operations and engineering at Burlington Resources, Louisiana Land and Exploration, Nerco Oil & Gas and
Union Texas Petroleum. Mr. Morris is a registered professional engineer in the State of Texas and has a B.S. in
mechanical engineering from Colorado State University.

John E. Tschirhart joined us in November 1997 and has served as our General Counsel since March
1998 and Assistant Corporate Secretary since 2007. Mr. Tschirhart was named Senior Vice President
International in July 2001 and served as Managing Director of ATP Oil & Gas (UK) Limited from May 2000
to May 2001. He has served on the board of directors of ATP Oil & Gas (UK) Limited and ATP Oil & Gas
(Netherlands) B.V. since the formation of those corporations and currently serves as the Managing Director of
ATP 0il & Gas (Netherlands) B.V. From 1993 to November 1997, Mr. Tschirhart worked as a partner at the
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law firm of Tschirhart and Daines, a partnership in Houston, Texas. From 1985 to 1993 Mr. Tschirhart was in
private practice handling civil litigation matters including oil and gas and employment law. From 1979 to
1985, he was with Coastal Oil & Gas Corporation and from 1974 to 1979 he was with Shell Oil Company.

Isabel M. Plume has served as our Chief Communications Officer since 2004 and Corporate Secretary
since 2003. Ms. Plume currently serves on the board of directors of ATP Oil & Gas (UK) Limited and ATP Oil
and Gas (Netherlands) B.V. From 1996 to 1998, she was employed by Oasis Pipe Line Company, a midstream
transporter of natural gas, responsible for implementing accounting and reporting systems. From 1982 to 1995
Ms. Plume served in a financial reporting eapacny for Dow Hydrocarbons & Resources, Inc. and the Dow
Chemical Company.

Keith R. Godwin has served as our Chief Accounting Officer since April 2004. He served as Controller
and Vice President from August 2000:to March 2004 and Controller from 1997 to July 2000.- From 1995 to
1997, Mr. Godwin was the Corporaté Accounting Manager with Champion Healthcare Corporation. From
1990 to 1995, Mr. Godwin was employed as an accountant with Coopers & Lybrand L.L.P. where he
conducted audlts primarily in the energy industry.

Except for the information relating to Executive Officers of the Registrant set forth above, the 1nformat10n
required by Item 10 of Form 10-K is incorporated herein by reference to the definitive proxy statement for the
Company's Annual Meeting of Shareholders to be held during June 2012 (the “Proxy Statement.”) -

We have adopted a Code of Business Conduct.and Ethics that applies to all of our employees, officers and
directors, including our ‘principal executive officer, principal financial officer, principal accounting officer and
controller, and it is available on our internet website at www.atpog.com. In the event that an amendment to, or
a waiver from, a provision of our Code of Business Conduct and Ethics that applies to any of the executive
officers (including the principal executive officer, principal financial officer, principal accounting ofﬁcer and
controller) or directors is necessary, we intend to post such information on our website.

Ttem 11. Executive.Campensation
Incorporated by reference to the Company's Proxy Statement.

Item 12. Security Ownershtp of Certain Beneficial Owners and Management and Related Stockholder
Matters. :

Incorporated by reference to the Company's Proxy Statement v N
Item 13. Certain Relationships and Related Transactwns, and Director Independence
~ Incorporated by reference to the Company's Proxy Statement.
Item 14. Prineipal Accounting Fees and Services.

,_Incorporatedvby reference to the Company's Proxy Statement.
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PART IV

Item 15. Exhzblts, Financial Statement Schedules

. (a)(1)and (2) Financial Statements and Fmanc1a1 Statement Schedules

See “Index to Consolidated Financial Statements” on page F-1.
(a) (3) Exhibits k

3.1

32
33
34

41

42
43
44

4.5

4.6

4.7
4.8

10.1
10.2

10.3

Amended and Restated Certificate of Formation, mcorporated by reference to Exhibit 3.1 of the
Current Report on Form 8- K of ATP Oil & Gas Corporation (“ATP”) filed June 10, 2010.

., Statement of Resolutions Establishing the 8.00% Convertible Perpetual Preferred Stock of ATP Oil &

Gas Corporation, incorporated by reference to Exhibit 4.4 of Regrstratron Statement No. 333-162574
on Form S-3 of ATP filed October 19, 2009

Statement of Resolutions: Establishing the 8. 00% Convemble Perpetual Preferred Stock, Series B of

.ATP Oil & Gas. Corporation, mcorporated by reference to Exhibit 3.1 of ATP's Current Report on

Form 8-K filed June 21, 2011.

Third Amended and Restated Bylaws of ATP Oil & Gas Corporatwn incorporated by reference ‘to
Exhibit 3.1 of ATP's Current Report on Form 8-K filed December 15, 2009.

Rights Agreement dated October 11, 2005 between ‘ATP and American Stock Transfer & Trust
Company, as Rights Agent, specifying the terms of the Rights, which includes the form of Statement of
Designations of Junior Participating Preferred Stock as Exhibit A, the form of Right Certificate as
Exhibit B and the form of the Summary of Rights to Purchase Preferred Shares- as Exhibit C,
incorporated by reference to Exhibit 1 to the Company’s Registration Statement on Form 8-A filed
with the Securities and Exchange Commission on October 14, 2005.

Form of Stock Certificate for 8.00% Convertible Perpetual Preferred Stock 1ncorporated by reference
to Exhibit 4.1 of ATP’s Form 8-K dated September 29, 2009. - :

Form of Stock Certificate for 8.00% Convertible Perpetual Preferred Stock, Series B, incorporated by
reference to Exhibit 4.1 of ATP's Current Report on Form 8-K filed June 21, 2011,

Indenture dated as of April 23, 2010 between the Company and The Bank of New York Mellon Trust
Company, N.A., as trustee (“Trustee”) incorporated by reference to Exhibit 4 1 to ATP’s Current
Report on Form S-K dated April 29, 2010. :

Registration Rights Agreement dated as of April 23, 2010 between the Company and J.P. Morgan
Securities Inc., incorporated by reference to Exhibit 10.2 to ATP’s Current Report on Form 8-K dated
April 29, 2010.

Form of Nonqualified Stock Option Agreement, incorporeted by reference to Exhibit 4.6 of
Registration Statement No. 333-171263 on Form S-8 of ATP filed December 17, 2010.

Form of Restricted Stock Award Agreement (to be used in connection with awards to directors of
ATP), incorporated. by reference to Exhibit 4.7 of Registration Statement No. 333-171263 on
Form S-8 of ATP ﬁled December 17 2010. .

Form of Restrlcted Stock Award Agreement (to be used in connection with awards to executive
officers of ATP), incorporated by reference to Exhibit 4.8 of Registration Statement No. 333-
171263 on Form S-8 of ATP filed December 17, 2010.

Credit Agreement dated as of June 18, 2010 among ATP Oil & Gas Corporatlon Credrt Suisse AG and
the lenders party thereto, incorporated by reference to Exhibit 10.1 of ATP’s Current Report on Form
8-K dated June 18, 2010. "

Term Loan Agreement, dated as of September 24, 2010 among Titan LLC, as the Borrower, CLMG
Corp., as Agent, and the Lenders party thereto incorporated by reference to Exhibit 99.1 to ATP’s

“Current Report on Form 8-K dated September 24, 2010.

ATP Oil & Gas Corporation 2010 Stock Plan 1ncorporated by reference to Append1x A to ATP’
Schedule 14A dated April 29, 2010.
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10.4
10.5

10.6
10.7

10.8

109 .

10.10
10.11
10.12

-10.13

10.14

10.15

21.1

*23.1
*23.2
*233
*23.4
*23.5
*31.1

*312

*32.1

*32.2
+101

Intercreditor Agreement dated as of April 23, 2010 among the Company, the Trustee and Credit Suisse
AG, incorporated by reference to Exhibit 10.3 to ATP’s Current Report on Form 8-K dated April 29,
2010.

Sale and Purchase Agreement between ATP Oil & Gas (UK) Limited and EDF Productlon UK Ltd as
amended and restated on October 23, 2008, incorporated by reference to Exhibit 10.1 to ATP's Report
on Form 10-Q for the quarter ended September 30, 2008.

Employment Agreement between ATP and Leland E. Tate, dated December 30, 2010, incorporated by
reference to Exhibit 10.5 to ATP’s Form 8-K dated December 30, 2010.

Employment Agreement between ATP and Albert L Reese, Jr., dated December 30, 2010,
incorporated by reference to Exhibit 10.4 to ATP’s Form 8-K dated December 30, 2010.

Employment Agreement between ATP and Keith R. Godwin, dated December 30, 2010, incorporated
by reference to Exhibit 10.2 to ATP’s Form 8-K dated December 30, 2010.

Employment Agreement between ATP and T. Paul Bulmahn, dated December 30, 2010, incorporated
by reference to Exhibit 10.1 to ATP’s Form 8-K dated December 30, 2010.

Employment Agreement between ATP and George R. Morris, dated December 30, 2010, 1ncorporated
by reference to Exhibit 10.3 to ATP’s Form 8-K dated December 30, 2010.

All Employee Bonus Policy, incorporated by reference to exhibit 10.16 to ATP’s Annual Report on
Form 10-K for the year ended December 31, 2008.

Diseretionary Bonus Policy, incorporated by reference to exhibit 10.17 to ATP’s Annual Report on
Form 10-K for the year ended December 31, 2008.

Incremental Loan Assumption Agreement and Amendment No. 1 to Credit Agreement among ATP,
the lenders party thereto and Credit Suisse AG, mcorporated by reference to Exhlblt 10.1 of ATP’s
Form 8-K dated February 19, 2011.

Amendment and Restatement and Incremental Loan Assumption Agreement dated as of March 9, 2012
to Credit Agreement dated as of June 18, 2010, as amended, among- ATP, Credit Suisse AG and the
lenders party thereto, incorporated by reference to Exhibit 10.1 of ATP’s Form 8-K dated March 9,
2012.

Amended and restated letter agreement dated June 15, 2011 between the Company and Credit Suisse
International, c/o Credit Suisse Securities USA LLC relating to the capped call transactions,
incorporated by reference to Exhibit 10.1 of ATP's Current Report on Form 8-K filed June 21, 2011.

Subsidiaries of ATP, incorporated by reference to Exhibit 21.1 to ATP’s Report on Form 10-Q for the
quarter ended March 31, 2011.

- Consent of PricewaterhouseCoopers LLP.

Consent of Collarini Associates.

Consent of Ryder Scott Company, L.P.

Management report of third party engineers — Collarini Associates

Management report of third party engineers — Ryder Scott Company, L.P.— Gulf of Mex1co

Certification of Principal Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act
of 1934, the “Act”

Certification of Principal Financial Officer pursuant to Rule 13a-14(a) of the Act

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350

Interactive Data File

* Filed herewith

+ IN ACCORDANCE WITH THE TEMPORARY HARDSHIP EXEMPTION PROVIDED BY RULE 201 OF
REGULATION S-T, THE DATE BY WHICH THE INTERACTIVE DATA FILE IS REQUIRED TO BE
SUBMITTED HAS BEEN EXTENDED BY SIX BUSINESS DAYS.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of -
ATP Oil & Gas Corporation:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations,
of comprehensive income (loss), of shareholders’ equity and of cash flows present fairly, in all material respects, the
financial position of ATP Oil & Gas Corporation (the Company) and its subsidiaries at December 31, 2011 and 2010, and
the results of their operations and their cash flows for each of the three years in the period ended December 31, 2011 in
conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the
financial statement schedules listed in the accompanying index present fairly, in all material respects, the information set
forth therein when read in conjunction with the related consolidated financial statements. Also in our opinion, the
Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2011,
based on criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations_of the Treadway Commission (COSO). The Company's management is responsible for these financial
statements and financial statement schedules, for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in Management's Report on Internal
Control over Financial Reporting appearing under Item 9A. Our responsibility is to express opinions on these financial
statements, on the financial statement schedules, and on the Company's internal control over financial reporting based on
our integrated audits. We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement and whether effective internal control
over financial reporting was maintained in all material respects. Our audits of the financial statements included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by mapagement, and evaluating: the overall financial statement
presentation. Our audit of internal control over financial reportmg included obtaining an understanding of internal control
over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our
opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods.are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the pohcles or procedures may
deteriorate

/s/ PricewaterhouseCoopers LLP

Houston, Texas

March 15, 2012
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ATP OIL & GAS CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In Thousands, Except Share Amounts)

See accompanying notes to consolidated financial statements.
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December 31,
2011 2010
Assets
- Current assets:
Cash and cash equivalents $ 65678 § 154,695
Restricted cash .20,113 30,270
Accounts receivable (net of allowance of $225 and $225, respectively).......comrirmsceen 70,628 92,737
Deferred tax asset 480 8,191 -
Derivative asset 2,194 1,688
* Other current assets 28,050 26,408 -
Total current.assets 187,143 313,989
Oil and gas properties (using the successful efforts method of accounting):
Proved properties 4,875.232 4,291,440
Unproved properties 22.945 20.402
o : . 4,898,177 4,311,842
Less accumulated depletion, depreciation, impairment and amortization..........c...... . (1.760,756) ... (1,407,206)
Oil and gas properties, net 3,137,421 2,904,636
Restricted cash : 10,000 10,000
Deferred financing costs, net .40,873 .. 48,353
Other assets, net . 13,337 13,124
Total assets $ 3388774 § 3,290,102
: : Liabilities and Equity
Current liabilities: ) .
Accounts payable and accruals 3 265620 $ 230,703
Current maturities of long-term debt 33,848 ) 21,625
Asset'retirement obligation “52,536 43,386
Deferred tax liability 138 =
Derivative liability 68,816 37,893
Current maturities of other long-term obhgatlons 113,657 86,521
Total current liabilities 534,615 420,128
Long-term debt 1,976,157 1,857,784
Other long-term obligations 451,797 472,500
- Asset retirement obligation .. 115,981 123,472
Deferred tax liability 27,493 16,956
Derivative liability 522 6.425
" Total liabilities.. 3,106,565 2,897,265
Commitments and contingencies (Note 12)
Temporary equity: .
Redeemable noncontrolhng interest . 115,820 140,851
8% convertible perpetual preferred stock: $0.001 par value; 806,847 issued and ) )
. outstanding at December 31, 2011; None issued at December 31, 2010;
Liquidation value of $80.7 million 70,055 -
Shareholders’ equity:
8% convertible perpetual preferred stock: $0.001 par value, 10,000,000 shares
authorized; 2,318,153 issued and outstanding at December 31, 2011; 1,400,000
issued and outstanding at December 31, 2010. Liquidation value of $231.8 rmlhon :
and $140.0 million at December 31, 2011 and 2010, 1eSPECHVELY. «.c.uverereerersemorsriveres 222,681 140,000
Common stock: $0.001 par value, 100,000,000 shares authorized; 52,034,547 1ssued
and 51,958,707 outstanding at December 31, 2011; 51,347,163 issued and
51,271,323 outstanding at December 31, 2010 52 51
Additional paid-in capital 529,669 570,739
Accumulated deficit * (548,765) (356,866)
Accumulated other comprehensive loss (106,392) (101,027)
Treasury stock, at cost 911) 911)
Total shareholders’ equity 96,334 251,986
Total liabilities and equity $ 338774 § 3,290,102



ATP OIL & GAS CORPORATION AND SUBSIDIARIES
‘CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, Except Per Share Amounts)

Year Ended December 31, _
: 2011 2010 2009
Revenues:
Oil and gas production.........i.iveeveeercrereressrerrssrsnssesssennnns $ 687208 $ 437997 $ 298,490
ORET ...oveeeeceereeeeeetetessirasssess et esessssestessassssnsesasaenes - - 13,664
687.208 437.997 312,154
Costs, operating expenses and other: '
L€aSse OPEIAtNG.........cveeveerererivrrsesrerensissessossesensessesssesens 122,202 132,544 84,956
EXPIOTation. ......cccoveurueeniereereeirieeiiseeessesebsesssnssnsssnsosans 1,251 1,174 264
General and administrative..........ccoooieeeeeeeeeeensivnnsccenennas 43,242 - 43,948 43,469
Depreciation, depletion and amortization ...................... 298,574 - 220,657 152,780
Impairment of oil and gas properties...........cccoeerrrrerennns 57,639 63,267 45,799
Accretion of asset retirement obligation ..........c..coveeeeennt 15,000 13,827 11,676
Drilling interruption costs........ soressasasasas e bosssnsasanasabas 19,691 23,647 -
Loss on abandonment....................... rerereerere oo brtareane - 3,916 4,829 2,872
Gain on exchange/disposal of properties ................iveee (27.000) (26.720) (12.433)
534,515 477.173 329,383
Income (l0ss) from OPerations ..........ceeeereeereerseerererereneees 152,693 (39.176) (17,229)
Other income (expense):
INtEreSt INCOME.....cveurreeerrereereeesseresasesiorsssssesereesesessessosens 223 696 710
Interest EXPEnse, Net.........ccevevererrevarerreaseroessrsmesserassrsnes (326,411 (222,104) (40,884)
Derivative income (EXPense).........coeevemeureceseseereaereneaens 25,191 (22,419) (712)
Gain (loss) on debt extinguishment .............covveveeevereenne 1.095 (75.316) —
(299.902) (319,143) (40.886)
Loss before income taxes ........coccvererrurneeeeneeeseesnscssesenens (147.209) (358.319) (58.115)
Income tax (expense) benefit:
CUITENL ...ttt sesase e senaesne 1,327 859 (545)
Deferred .......cocoeuerrenenireeeriee e rererenienns (19.395) 35414 23.079
(18.068) 36,273 22,534
NEELIOSS ooveieiniecerrieiiesensrinieitssessssressiasstaesesssssssssssasaes (165,277) (322,046) (35,581)
Less income attributable to the redeemable
NONCONLrOlling INtETESt ........ccevurrererrierersunoreineseenressenes (26,622) (15,503) (13,380)
Less convertible preferred stock dividends ..............coeuuu... (18,583) (11,248) (2,856)
Net loss attributable to common shareholders................... $ (210482) § (348,797) $ _(51.817)
Net loss per share attributable to common
shareholders:
BASIC ...vvereeerieeeenieeeesienses et sesas e res e s s s sens $ 412) § (688) $ (129
DAREA oo ssesseen $  (412) § (683 $ (129
Weighted average number of common shares:
BASIC...coeueurreeeeenennrerireneensneeeseaeesisssenessnsessesnenenasssesenen 51,077 50,715 41,853
DiIUtEd......coovevrereerrieeceneceerereresesassesebesessresssssssnsssesesens 51,077 50,715 41,853

See accompanying notes to consolidated financial statements.
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ATP OIL & GAS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In Thousands)
Year Ended December 31
2011 2010 2009
N LOSS ..ot $ (165277)  $_(322.046) -§  (35.581)
Other comprehensive income (loss):
Reclassification adjustment for settled hedge contracts (net of
taxes of $0, $0 and $859, respectively) ......cevvvuvererrercerrunnnee. - - . (859)
Change in fair value of outstanding hedge positions (net of '
taxes of $0, $0 and (83,736), respectively)...........ccorucurnnnce. - - 3,736
Foreign currency translation adjustment, net of tax...........ccocevenee. (5.365) . (5.540) 14,390
Other comprehensive income (108s)..........oeveeivecrcnenene ererenraenreeseaneens: (5.365) . (5540). 17,267
CoMPIehenSIVE 0SS ...ccevuirerrririeeerrrienaernssessnessesessssassssssesassssssssnsasess (170,642) (327,586) - . (18,314)
Less income attributable to the redeemable noncontrolling interest... (26,622) (15,503) . (13,380)
Less convertible preferred stock dividends..........coevvurrerereeneiccsesnncnen, - (18,583) ((11.248) = - (2.856)
Comprehensive loss attributable to common shareholders ................. '8 _(215847) '$ (354,337) $ (34,550

See accompanying notes to consolidated financial statements.
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ATP OIL & GAS CORPORATION AND SUBSIDIARIES
- CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)
Year Ended December 31
: S 2011 2010 2009
" Cash flows from operating activities ’
Net loss $ (165277) $ (322,046) $ (35,581)
Adjustments to reconcile net loss to net cash provided by (used in) :
operating activities — , -
Depreciation, depletion and amortization 298,574 220,657 © 152,780
Impairment of oil and gas properties 57,639 Y 63267 . o 45799
Gain on exchange/disposal of properties . (27,000) (26,720) (12,433)
Accretion of asset retirement obligation...... . . 15,000 + 13,827 11,676
Deferred income tax expense (benefit) : 19,395 (35.414): (23,079)
Derivative (income) expense . (38,188) 20,090 39,648
(Gain) loss on debt extingnishment (1,095) 18973 . -
Stock-based compensation 6,683 6,825 7,951
Amortization of deferred revenue T - (19,336) (39,893)
Noncash interest expense , 35,320 28,078 - 13,262
Other noncash items, net : (694) 3,245 ) 2,443
Changes in assets and liabilities — .
Accounts receivable and other current assets 59,061 (31,979 50,402
Accounts payable and accruals ..............cc.cnn. (29,491) 23,213 (53,168)
Other assets and liabilities (32,836) 40 20
Net cash provided by (used in) operating activities..........cersvrererrrrerarrens 197.091 (37.280) . 159.827
Cash flows from investing activities .
Additions to oil and gas properties (436,910) (598,108) (635,447)
Proceeds from disposition of properties . 27,000 17,053 13,000
Decrease (increase) in restricted cash....... 10,157 (29.766) (10.504)
Net cash used in investing activities....... (399.753) (610.821) (632,951)
Cash flows from financing activities .
Proceeds from senior second Hen NOLES .......cveeeeeveveverveeseisieeesriceneeas - 1,492,965 -
Proceeds from first lien term loans 59,400 147,000 -
Proceeds from term loan facility—ATP Titan assets ..........c.coceeeerererrnnens 91,000 238,750 -
Proceeds from term loans . - 46,000 19,000
Payments of term loans (25,375) (1,263,727) (176,512)
Deferred financing costs.. . (4,561) (62,937) (6,490)
Proceeds from common stock issuances, net of COstS ..........ccererrrernne - - 170,629
Proceeds from preferred stock issuances, net of Costs...........ccvrrerennnee 149,866 - 135,549
Purchase of capped-call options on ATP common stock ...................... (26,500) - -
Proceeds from other long-term obligations...........ccoveeecereieereeereennnnn. 85,326 231,888 89,011
Payments of other long-term obligations...............ccceuee... et (180,848) (102,818) (2,298)
Sale of redeemable noncontrolling interest, net of Costs ...............un.u... - - 148,751
Distributions to noncontrolling interest “ (45,961) (14,250) (18,970)
Preferred stock dividends . (15,098) (11,276) . -
Derivative contracts, net . 67,129 - -
Other financings, net . (42,534) (11,180) -
Exercise of stock options/warrants 205 3.609 3
Net cash provided by financing activities ..............civeuerrrereecsrseeerereeecnrnc, 112,049 694.024 358,673
Effect of exchange rate changes on cash and cash equivalents................ 1,596 (189) 8419 -
Increase (decrease) in cash and cash equivalents (89,017) 45,734 (106,032)
Cash and cash equivalents, beginning of year ........cc.c.ccverererenrcererervennen . 154,695 108.961 214,993
Cash and cash equivalents, end of year.. $ 65678 $ 154,695 3 108,961

See accompanying notes to consolidated financial statements.
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ATP OIL & GAS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF TEMPORARY EQUITY

Redeemable Noncontrolling Interest:
Balance, beginning of year ...........ccorueenneee.
Sale of Class A Limited Partner
Interest, net of formation costs.............
Income attributable to the redeemable
noncontrolling interest
Limited partner distributions....
Balance, end of year........... vreererenrrserenrssseenane

8% Convertible Perpetual Preferred Stock
Balance, beginning of year ......
Issuance of preferred stock ..
ISSUANCE COSLS....ouviiviinriisrererirniciriisiseennnns
Transfer from shareholders’ Equity .........
Balance, end of year.........cocecoeeereerernesrirrinnne

(In Thousands)
2011 2010 2009
Shares Amount _Shares Amount Share: Amount

$ 140,851 $ 139,598 $ -
- - 148,751
26,622 15,503 13,380
(51.653). . -~ (14.250) : (22.533)
- 3 - - 3 - - § -
785 70,667 - - - -
- 2,514) - - = -
22 1.902 - - = -
807 $ __ 70,055 - $ — - s —

See accompanying notes to consolidated financial statements.
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ATP OIL & GAS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(In Thousands)
2011 2010 2009
‘ Shares .. _Amount Shares _Amount __ Shares _Amount
8% Convertible Perpetual Preferred Stock
Balance, beginning of year ........cc.ccouunnii. 1,400 $ 140,000 1,400 $ 140,000 - 3 -
Issuance of preferred stock ....... 940 84,583 - - 1,400 140,000
Transfer to temporary equity. (22) (1,902) - - - =
Balance, end of year.........ccocecevcecrenrvrnnnne. 2,318 $ 222681 1,400 $__140.000 1,400 $_ 140,000
Common Stock . _ _
Balance, beginning of year ..........cccceerueerc... 51,268 $ 51 50,679 $ 51 35903 § 36
Issuances of common stock
Secondary offerings.........ccccoeeceeeveerevnnnns - — - - 14,565 15
. Exercise of stock options/warrants........... 39 - . 418 - - -
‘Restricted stock, net of forfeitures ........... 652 1 171 — 211 =
Balance, end of year.............cooovvmrrenricnnn. 51,959 $ 52 51268 § 51 50,679 $ 51
Paid-in Capital :
Balance, beginning of year ..........cccorveennnen. $ 570,739 $ 571,595 $ 400,334
Issuances of Company stock
Secondary common stock offerings......... - - 179,750
Costs Of iSSUANCES .....c.crvererrereerererererearena (2,875) - (13,588)
" Exercise of stock options/warrants... 205 - 3,567 ' 4
. Stock-based compensation............... 6,683 6,825 7,951
~ Purchase of capped-call options........... (26,500) : - -
Preferred stock dividends..................... (18.583) (11.248) (2.856)
Balance, end of year...........cccocoveerunecurenneee. $ 529,669 $ 570,739 $ 571595
Retained Earnings (Accumulated Deficit) :
Balance, beginning of year $ (356,866) $ (19317) $ 29,644
Net 1085 c.ceueeveecereneeirncnnes (165,277) (322,046) (35,581)
Income attributable to the redeemable h
noncontrolling interest ..........ccceeurernncnn. (26.622) (15.503) (13.380)
Balance, end of year.......ccccovecermvereennccennne $ (548.765) $ (356.866) $__(19317)
Accumulated Other Comprehensive Loss
. Balance, beginning of year ............cccoruiveen. $ (101,027) $ (95,487 $ (112,754)
Other comprehensive income (loss)......... ‘ (5.365) (5.540) 17,267
Balance, end of year.........ccccceeremreruencrerreenens $ (106.392) $ (101,027) $ _(95.487)
Treasury Stock, at Cost : R S
Balance, beginning of year ..........ccocccevuennnen. 76 $ (011) 76 $ 911) 76 $ (911)
Balance, end of Year...........cecvvvevnnivenvncrencnnn. 76 $ (911) 76 $ 911) 76 $ 911)
Total Shareholders' EQUity .........cccoveereerrecnvaianennens $ 96,334 $ 251,986 - $ 595,931

See accompanying notes to consolidated financial statements.
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ATP OIL & GAS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Organization and Basis of Presentation
Organization : ) -

ATP Oil & Gas Corporation (“the Company™) was incorporated in Texas in 1991. ATP Oil & Gas
.Corporation is engaged internationally in the acquisition, development and production of oil and natural gas
‘properties: Our management team has extensive- engineeririg, geological, geophysical, technical and
operational expertise in developing and operating properties in both our current and planned areas of operation.
In the Gulf of Mexico and in the UK. sector of .the North Sea (the “North Sea”), we seek to acquire and
develop properties with proved undeveloped reserves (“PUD”) that are economically attractive to us but are
‘not strategic to major or large independent exploration-oriented oil and gas companies. Occasionally we will
acquire properties that are already producing or where previous drilling has encountered reservoirs that appear
to contain commercially productive quantities of oil and gas even though the reservoirs do not meet the SEC
definition of proved reserves. In the Gulf of Mexico and North Sea, we believe that our strategy prov1des
assets for us to develop and produce with an attractive risk profile at a competitive cost.

During 2011, we acquired three licenses in the Mediterranean Sea covering potential natural gas resources
in the deepwater off the coast of Israel. In the Mediterranean Sea our licenses relate to exploratory prospects
where drilling has occurred nearby and hydrocarbons have been discovered by others. Our initial significant

_ capital investment in the Mediterranean Sea is expected to be in the first half of 2012 when dnllmg exploratlon
begins for one of these three licenses.

Basis of Presentation

The consolidated financial statements include our accounts, the accounts of our majority-owned limited
partnership, ATP Infrastructure Partners, L.P. (“ATP-IP”) and those of our wholly-owned subsidiaries; ATP
Oil & Gas (UK) Limited, or “ATP (UK);” ATP Oil & Gas (Netherlands) B.V.; ATP Energy, Inc., ATP Titan
ELC, four wholly owned limited liability companies created to own our interests in ATP-IP. and ATP Titan
LLC and four other wholly owned limited liability companies formed related to our operations in the
Mediterranean Sea. All intercompany transactions are eliminated in consolidation. We have reclassified certain
amounts applicable to prlor periods to conform to current classifications. These reclassifications do not affect
earnmgs

Note 2 — Summary of Significant Accounting Policies
Use of Estimates »

The preparation of financial statements in accordance with U.S. generally accepted accounting principles
and pursuant to the rules and regulations of the SEC requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilities, revenues and expenses, and disclosure of contingent
assets and liabilities in the financial statements. Actual results could differ from those estimates. :

Cash and Cash Equivalents

Cash and cash equivalents primarily consist of cash on deposit and mvestments in funds with original -
maturities of three months or less, stated at market value.

Restricted Cash

Restricted cash relates to an escrow account for ATP-IP, discussed below, which holds cash in excess of
monthly partnership distributions and operating needs. Also, the ATP Titan Facility, discussed below, requires
us to maintain in a restricted account a minimum $10.0 million cash balance (classified as noncurrent on the
Consolidated Balance Sheet) plus additional amounts based on production at the Telemark Hub to be used for
the quarterly debt service of the ATP Titan Facility. Occasionally, we also receive cash which is restricted for
use to retire certain assets or perform other operations.

Oil and Gas Properties

We account for our oil and gas property costs using the successful efforts accounting method. Under the
successful efforts method, lease acquisition costs and intangible drilling and development costs on successful



ATP OIL & GAS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

wells and development dry holes are capitalized. Costs of drilling exploratory wells are initially capitalized,
but charged to expense if and when a well is determined to be unsuccessful.

Capitalized proved property acquisition costs are depleted on the unit-o f-production method on the basis of
total estimated units of proved reserves. Capitalized costs relating to producing properties are depleted on the
unit-of-production method on the basis of total estimated units of proved developed reserves. When significant
development costs (such as the cost of an offshore production platform) are incurred in connection with a
planned group of development wells before all of the planned wells have been drilled, it is occasionally
necessary to exclude a portion of those development costs in determmmg the unit-of-production depletion rate
until the addltlonal development wells are drilled. However, in no case are future development costs
antlclpated in computing our depletion rate. Estimated dismantlement, restoration and abandonment costs and
estimated residual salvage values are taken into account in determining depletion provisions. Our ATP Titan
and ATP Innovator floating platforms are included in oil and gas properties and depreciated straight line over
40 and 25 years, respectively since they can be relocated to other fields once existing production is depleted.
Expenditures for geological and geophysical testing costs are generally charged to expense unless the costs can
be specifically attributed to mapping a proved reservoir and determining the optimal placement for future
developmental well locations. Expenditures for repairs and maintenance are charged to expense as incurred;
renewals and betterments are capitalized. The costs and-related accumulated depreciation,- depletion, and
amortization of properties sold.or otherwise retired are eliminated from the accounts, and gains or losses on
disposition are reflected in the statements of operations. . o

We perform impairment analysis whenever events or changes in circumstances indicate that an asset's
carrying amount may not be recoverable.. To determine if a depletable unit is impaired, we compare the
carrying value of the depletable unit to.the undiscounted future:net cash flows by applying management's
estimates  of future oil and gas prices to the estimated future -production of oil and gas reserves over the
economic life of the property and deducting future costs. Future net cash flows-are based upon reservoir
engineers' estimates of proved reserves. In addition, other factors such as probable and possible reserves are
taken into- consideration when justified by economic conditions and actual or planned drilling or other
development activities. For a property determined to be impaired, an impairment loss equal to the difference
between the carrying value and the estimated fair value of the impaired property will be recognized. Fair value,
on a depletable unit basis, is estimated to be the present value of the aforementioned expected future net cash
flows. Unproved properties are assessed periodically to determine whether they have been impaired. An
impairment allowance is provided on an unproved property when we determine that the property will not be
developed, but no later than lease expiration. Any impairment charge incurred is recorded: in accumulated
depletion, depreciation, impairment and amortization to reduce our basis in the asset. Each part of these
calculations is subject to a large degree of judgment, including estlmated reserves, future net cash ﬂows and
fair value. . :

We recorded impairments  during the years ended December 31, 2011, 2010 and 2009 totaling $53.0
million, $42.4 million and $44.6 million, respectively, on certain proved properties in the Gulf of Mexico. We
also recorded impairments totaling $1.2 million and $14.9 million during 2011 and 2010, respectively on
certain proved properties in the North Sea. The 2011 and 2010 impairments were primarily due to updated
performance history. The 2009 impairments were primarily a result of reduced commodity pnces and
unfavorable operating performance. :

Impairments of unproved properties were $3.4 million, $6.0 million and $1.2 million i in 2011, 2010 and
2009, respectively, primarily related to surrendered leases in the Gulf of Mexico.

Management’s assumptions used in calculating oil and gas reserves or regarding the future net cash flows
or fair value of our properties are'subject to change in the future.-Any change could cause impairment expense
to be recorded, impacting our net income or loss and our basis in the related asset. Any change in reserves
directly impacts our estimate of future cash flows from the property, as well as the property’s fair value.
Additionally, as commodlty price forecasts change, so too will the estimate of future net cash flows and the
fair value estimates.
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As of December 31, 2011, there were $9.7 million of capitalized exploratory well costs (suspended well
costs) related to two wells in the North Sea which were still being evaluated, and for which: drilling was
completed in 2010. We are still performing our work program and completing studies that will allow us to
calculate estimates of gas in place and potential reserves for Kilmar, part of our Tors development. In 2011,
the only change in the suspended well costs was for additions of $0.2 million.

Asset Retirement Obligation

‘We recognize liabilities associated with the eventual retirement of tangible long-lived assets, upon the
acquisition, construction and development of the assets. We record the fair value of a 11ab111ty for an asset
retirement obligation in the period in which it is incurred and a corresponding increase in the carrying amount
of the related long-lived asset. Changes in estimates on fully depleted properties are charged directly to loss on
abandonment.

Shortages or an increase in cost of drllhng rigs, equipment, supplies or personnel could delay or adversely
affect our abandonment operations, which could have a material adverse effect on our business, financial
condition and results of operations. Increased drilling activity in the Gulf of Mexico and the North Sea
decreases the availability of offshore rigs and associated equipment. In periods of increased drilling activity in
the Gulf of Mexico and the North Sea, we may experience increases in associated costs, including those related
to drilling rigs, equipment, supplies and personnel and the services and products of other vendors to the
industry. These costs may increase further and necessary equipment and services may not be available to us at
economical pnces

We recognize. (1) deplet1on expense on the addmonal capitalized asset retirement costs; (ii) accretion
expense as the present value of-the future asset retirement obligation increases with the passage of time, and;
(iii) the impact, if any, of changes in estimates of the liability. The following table sets forth a reconciliation of
the beginning and endmg asset retirement obhgatlon (in thousands): :

December 31,
2011 2010 2009
Asset retirement obligation, beginning of L. R $ 166,858 $ 150,199 §$ 132,108
Liabilities INCUITEd vviieeeiceririetresiesiaeereteseesssesssseeerecssesesseseenes 14,457 5,960 16,220
Liabilities'settled ..........ccoceeveiionnins eveereaenes reeieiireereeraenereaennes (26,725) ~ (15,362) (9,603)
Property diSpOSItionsS ............iiieislvveererrerceiaivenssreesesensesees eniaerans - (242) (292)
- Accretion expense ............ e reerettha e reneeseen e e e e ene rereenanss 15,000 13,827 11,676
Changes in eStIMALES ..........coveveerreeererivesieenereestesesesnesesesneseins (1.073) 12476 90
Total asset retirement obligation, end of VEAT cvvevieenrereenneeencorans - 168,517 166,858 150,199-
LeSs CUITENt POTLION ..vevurrerrierererianeeersersessesaeresesssenissensesassans e (52.536) __ (43.386) (43.418)
Total long-term asset retirement obligation, end of year.............. $ 115981 § 123472 § 106,781

During 2011, 2010.and 2009, we recognized loss on abandonment of $3.9 million, $4.8 million and $2.9
million, respectively. These amounts are primarily the result of actual abandonment operations in the Gulf of
Mexico requiring more work than originally estimated. :

Limited Partnership

On March 6, 2009, along with GE Energy Financial Services (“GE”), we formed ATP-IP to own the ATP
Innovator, the floating production facility that currently serves our Mississippi Canyon Block 711 Gomez Hub
properties. We contributed the ATP Innovator in exchange for a 49% subordinated limited partner interest, a
2% general partner interest and cash. GE paid $150.0 million to ATP-IP for a 49% Class A limited partner
interest. We remain the operator -and continue to hold a 100% working interest in the Gomez field and ‘its oil
and gas reserves. The transaction was effective June 1, 2008 and allows us exclusive use of the ATP Innovator
during the term of the Platform Use Agreement (“PUA”) whlc]h is expected to be the economic hfe of the
Gomez Hub reserves.

From an operational standpoint, during the term of the PUA, we are obligated to pay to ATP-IP a per unit
fee for all hydrocarbons processed by the ATP Innovator, subject to a minimum throughput fee of $53,000 per
day. Such minimum fees, if applicable, can be recovered by us in future periods whenever fees owed during a
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month exceed the minimum due. We may also be subject to a minimum fee of $53,000 per day for up to-180
days under certain circumstances, including if we fail to provide the minimum notification period before the
Gomez field ceases production. We made no other performance guarantees to GE and the ultimate fees earned
by ATP-IP beyond the minimum fees will be determined by the volumes of hydrocarbons processed through
the facility. During the term of the PUA, we are responsible for all of the operating costs and periodic
maintenance of the ATP Innovator. ATP-IP pays us a monthly fee for certain admlmstratlve serv1ces we
provide to the partnership. e

We have entered a period under the agreements when all of the cash distributions from the partnershlp are
paid to the Class A limited partner until such time as they have achieved the " return of their mvested capital
plus a specified return. Once those amounts have been received by the Class A limited partner, all cash
distributions will be made to the general partner and subordinated limited partner (ATP’s interests) until
speclﬁed amounts have been received. At the conclusion of the special distribution periods, all partners will
again share in distributions proportionately according to their ownership in the partnership.

For financial reporting purposes, because we are the general partner of the partnershxp," we consolidate
ATP-IP, along with three wholly owned limited liability companies (the “LLCs”) we created to own our
interests in ATP-IP. The GE Class A limited partner interest is reflected as a noncontrolling interest in our
consolidated financial statements. Under the provisions of our limited partnership agreement with ATP-IP, we
could be required to repurchase the Class A limited partner interest if certain change of control events were to
occur. If a change of control were to become probable in a future period, we would be required to adjust the
carrying amount of the redeemable noncontrolling interest to its redemptlon amount, to the extent it differed
from the carrying amount, at the time the change of control was deemed to be probable. We do not currently
believe a change of control is probable. : : : -

Capital lzed Interest

Interest costs dunng the construction phase of certain long-term assets are cap1ta11zed and amortxzed over
the related assets’ estimated useful lives. Interest expense capitalized during the last three years and the
propertles to which it relates is set forth in the followmg table (in thousands)

Year Ended December 31, T

) o } - 2011 2010 2009
ATP Titan — Telemark (Gulf of MexXiC0) ......c.cccormrvrrrerinenn. $ : - % - 40,4000 - § 102,200 :
Octabuoy — Cheviot (North Sea) 29.246 12900 . . 7:900:. . ¢
Total capitalized interest.........c.ocoereurereereererrrcrernenseanas $ 29246 $ 53300 $ 110,100

Deferred Financing Costs

Costs incurred in connection with the issuance of long-term debt and other obllgatlons are capltallzed and
amortized to interest expense over the term of the related agreement, using the effective interest method

Environmental Liabilities

Environmental liabilities are recognized when the expenditures are considered probable and can be
reasonably estimated. Measurement of liabilities is based on currently enacted laws and regulations, existing
technology and undiscounted site-specific costs. Generally, such recognition would coincide with a
commitment to a formal plan of action. We have no accruals for such liabilities at December 31, 2011 or 2010.

Revenue Recognition

We use the sales method of accounting for oil and natural gas revenues. Under this method, revenues are
recognized based on actual volumes of oil and gas sold to purchasers. The volumes sold may differ from the
volumes to which we are entitled based on our interests in the properties. Differences between volumes sold
and entitled volumes create oil and gas imbalances which are generally reflected as adjustments to reported
proved oil and gas reserves and future cash flows in our supplemental oil and gas disclosures. If our excess
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takes of oil or natural gas exceed our estimated remaining proved reserves for a property, an 011 or natural gas
imbalance habrhty is recorded in the consohdated balance sheet S :

Drzllmg Interruptzon Costs

Drilling interruption costs. represent the costs we have mcurred as a result of the deepwater drrllmg
moratoriums and subsequent drilling permit delays caused by the April 2010 Deepwater Horizon incident in
the Guif of Mexico. During 2011, we incurred $19.7 million stand-by costs related to drilling operations at our
Telemark and Gomez Hubs. During 2010 a side-track well operation in 7,000 feet.of water was interrupted
_ when the moratorium was imposed and work on that project stopped, resulting in the early termination of a
drilling contract. In the course of obtaining a full release from our obligations under the contract, we incutred
net costs of $8.7 million. Additionally, because, the necessary deepwater drilling permits were not 1ssued
dnllmg mterruptron costs during 2010 also include $l4 9 million of stand-by costs related to drrllmg
operations at our Telema.rk and Gomez Hubs.

Concentratlon of Credit Risk

~ We extend credit, primarily in the form of uncollateralized oil and gas sales and joint mterest owners’
recelvables to various companies in the oil and gas industry, which results in concentrations of credit risk.
Concentrations of credit risk may be affected by changes in economic or other conditions within our industry
and may accordingly impact our overall credit risk. However, we believe that the risk .of these unsecured
receivables is mitigated by the size, reputatron and nature of the compames to which we extend credit.

Major Customers

Hlstorlcally, we have sold our 011 and natural gas productron to a relatively small: number of purchasers.
We are not dependent upon, or confined to, any one purchaser or small group of purchasers. Due to the nature
of oil and natural gas markets and because oil and natural gas are commodities and there are numerous
purchasers in the areas in which we sell production, we do not believe the loss of a single purchaser or a few
purchasers, would materially affect our abrlrty to sell our productlon : :

" For the year ended December 31, 2011, revenues from two purchasers accounted for 67% and 20%,
respectively, of oil and gas production revenues. For the year ended December 31, 2010, révenues from four
purchasers accounted for 65%, 12%, 11% and 5%, respectively, of oil and gas production revenues. For the
year ended December 31, 2009, tevenues from four puichasers accounted for 39%, 33%, 13% and 7%,
respectrvely, of oil and gas production revenues. A substantial portion of our oil and gas productlon revenues
in the North Sea are from one customer. o A

Translation of Fo oreign Currencies

The local currency is the functional currency for our foreign subsidiaries, and as such, assets and liabilities
are translated into U.S. dollars at year-end exchange rates. Income and expense items are translated at average
exchange rates during the year. The gains or losses resulting from such translations are deferred and included
in accumulated other comprehensive income as a separate component of shareholders' equity. Gains and losses
arising from transactions denominated in a currency other than the functional currency of a particular entity are
included in net income. At December 31, 2011, accumulated other comprehensive loss consisted of $106.4
m11110n of loss related to cumulatlve forelgn currency translation adjustments

Insurance Recovertes :

When realized, insurance recoveries under our loss of 'production income policy are reported as other
revenues in the consolidated statements of operations and in cash flows from operating activities in the
consolidated statements of cash flows. Dunng 2009 insurance recoveries of $13. 7 million were related to
r drsruptrons caused by Hurncane Ike in 2008 ‘ :

Income Ta axes

" Income taxes are accounted for under the-asset and lrabrhty method. Deferred tax assets and liabilities are
recogmzed for the- future ‘tax consequences- or- benefits attributable ‘to differences between- the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and for operating
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loss and tax credit carry forwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in
income in the period that includes that enactment date. A valuation allowance is recorded to reduce deferred
tax assets to an amount that management believes is more likely than not to be realized in future years.

Stock-based Compensation

We recognize stock-based compensation expense as vesting of the stock award occurs. Generally,
restricted stock awards vest over three years and common stock option awards vest evenly over four years.

Falr Value of Financial Instruments

For cash and cash equivalents, receivables and payables the carrying amounts approx1mate fa1r value
because of the short maturity of these instruments. :

Derivative Instruments

We utlllze derivative instruments and fixed-price forward sales contracts with respect toa portlon of our
expected production in order to manage our exposure to oil and natural gas price volatility. These instruments
expose us to risk of financial loss if:

e production is less than expected for forward sales contracts

e  the counterparty to the derivative instrument defaults on its contract obhgatlons or .

o there is an adverse change in the expected differential between the underlying price in the derivative
instrument and the actual prices received for our production at the physical sales point.

Our results of operations may be negatively impacted in the future By our derivative instruments and fixed-
pnce forward sales contracts as‘these instruments may limit any beneﬂt we would otherw1se receive from
increases in the pnces for oil and natural gas.

We primarily utilize ﬁxed-pnce physical forward contracts, price swaps, prepaid swaps, price collars and
put and call options which are generally placed with major financial institutions or with counterparties of high
credit quality in order to minimize our credit risks. The oil and natural gas reference prices of these commodity
derivative contracts are based upon oil and natural gas market exchanges which have a high degree. of
historical correlation with the actual prices we receive. All derivative instruments are recorded on the balance
sheet at fair value with changes in fair value recorded as a component of derivative income (expense) in our
consolidated statement of operations. Cash settlements of our derivative instruments are classified as operating
cash flows unless the derivative contains a significant ﬁnancing element at contract inception, in which case
these cash settlements are classified as financing cash flows in the accompanying Consolidated Statements of
Cash Flows.

From time to time, we utilize foreign currency and interest rate dcﬁvative instruments to mitigate risks
associated with our foreign operations and borrowings, respectively.

Recently Issued Accounting Pronouncements

In May 2011, the FASB issued guidance which will result in common fair value measurement and
disclosure requirements in GAAP and International Financial Reporting Standards. ' For public entities, the
guidance is effective for fiscal years, and interim periods within those years, beginning after December 15
2011. We expect to adopt the provisions for the quarter ended March 31, 2012 and we do not antlcxpate that
this will have a material impact on our financial position or results of operatlons '

In June 2011, the FASB issued guidance which eliminates the option to present components of other,
comprehensive income as part of the statement of changes in shareholders’ equity and requires that all
nonowner changes in shareholders’ equity be presented either in a single continuous . statement of
comprehensive income or in two separate but consecutive statements. We have adopted the provisions of this
standard at December 31; 2011 and it has not had a material impact on our financial statements.
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In. December 2011, the FASB deferred the provisions that relate to the presentation of reclassification
adjustments. For public entities, the guidance is effective for. fiscal years, and interim periods within those
years, beginning after December 15, 2011.

In December 2011, the FASB issued guidance related to disclosure of information about offsetting and
related arrangements for financial instruments and derivative instruments recognized as assets and liabilities.
The guidance is effective for fiscal years and interim periods within those years, beginning after January 1,
2013. We expect to adopt the provisions for the quarter ending March 31, 2013 and we do not ant1c1pate that
this will have a material impact on our financial position or results of operations.

Note 3 — Risks and Uncertainties

Since May 2010 when the federal government imposed the first of a series of moratoriums on drilling in
the Guif of Mexico, we have faced unparalleled difficulties in obtaining permits to continue our development
programs. Prior to the moratoriums, we anticipated developing and bringing to production three additional
wells at our Telemark Hub and two additional wells at our Gomez Hub by the end of 2010. It has taken until "
the first quarter of 2012 for us to bring to production all of the three additional wells at the Telemark Hub and,
during the third quarter of 2011, the two wells planned for the Gomez Hub were postponed to late 2012/early
2013.

The new wells that have been placed on production have taken longer to complete and bring to production
than originally planned and one of them has not produced at rates that were previously projected. In addition,
we have incurred capital and operating costs higher than we expected primarily due to additional regulations
imposed since the Deepwater Horizon incident and the requirement to perform sidetracks on two of the wells.
The new wells helped us achieve production growth in 2011, and we forecast production and operating cash
flow growth in 2012 as. development activity continues. While cash flows were lower than previously
projected due to lower than expected production rates, delays in bringing on new production and higher capital
costs, we continued our development operations by supplementing our. cash flows from operating activities
with funds raised through various transactions (see the Consolidated Statement of Cash Flows.) Our planned
operations for 2012 reflect our expectations for production based on actual production history, new production
expected to be brought online, the development delays at Telemark and Gomez Hubs discussed above, the
deferral of certain capital expenditures, the continuation of commodity prices near current levels, the higher
anticipated costs associated with maintaining existing production and bringing new production onhne, and the
higher cost of servicing our additional financing and other obligations,

As of December 31, 2011, we had a working capital deficit of $347.5 million. To preserve our
development momentum in the negative working capital environment that we experienced throughout 2011,
we have increased our term loans, issued convertible perpetual preferred stock, granted net profits interests
(NPI’s) to certain of our vendors, sold NPI’s and dollar-denominated overriding royalty interests (Overrides)
in our properties to investors, and we have entered into prepaid swaps against our future production that
provided cash proceeds to us at closing. We have negotiated with the constructor of the hull of the Octabuoy in
China to defer the majority of our payments until the hull is ready to be moved to the North Sea, currently
scheduled to be during 2013. A similar arrangement is in place for the Octabuoy topside equipment, which is
being constructed by the same company in China.

 As operator of all of our projects that require cash commitments within the next twelve months and
beyond, we retain significant control over the development concept and its timing. We consider the control
and flexibility afforded by operating our properties under development to be instrumental to our business plan
and strategy. To manage our liquidity, we have delayed certain capital commitments, and within certain
constraints, we can continue to conserve capital by further delaying or eliminating future capital commitments.
While postponing or eliminating capital projects will delay or reduce future cash flows from scheduled new
production, this control and flexibility is one method by which we can match, on a temporary basis, our capital
commitments to our available capital resources.

Our cash flow projections are highly dependent upon numerous assumptions including the timing and rates
of production from our new wells, the sales prices we realize for our oil and natural gas, the cost to develop
and produce our reserves, our ability to monetize our properties and future production through asset sales and
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financial derivatives, and ‘a number of other factors, some of which are beyond our control. - Our inability to
increase near-term production levels and generate sufficient liquidity through the actions noted -above could:
result in our inability to meet our obligations as they come due which would have a material adverse affect on
us. In the event we do not achieve the projected production and cash flow increases, we will attempt to fund
any short-term liquidity needs through other financing sources; however, there is no assurance that we will be
able to do so in the future if requlred to meet any short-term liquidity needs. We believe we can continue to '
meet our obligations for at least the next twelve months through a combination of cash flow from operations,
continuing to sell or assign interests in our properties and selling forward our production through the financial
derivatives markets, and if necessary, further delaying certain development activities..

Despite our anticipated production growth, we remain highly leveraged. Servicing our debt and other
long-term obligations will continue to place significant constraints on us and makes us vulnerable to adverse
economic and industry conditions. Specifically, certain of our financing and derivative transactions require us
to make payments in future periods from the proceeds (or net profits) from the sale of production. While these .
financing transactions have enabled ‘us to continue the development of our -properties  and meet' current
operating needs, they will significantly burden the.future net cash flows from our production until these
obligations are satisfied. (See Note 7, “Other Long-term Obligations,” and Note 13, "Derivative: Instruments
and Risk Management Activities" for further details.)

Our estimates of proved oil and natural gas reserves and the estimated future net revenues from. such
reserves are based upon various assumptions, including assumptions relating to oil and natural gas prices,
drilling and operating expenses, capital expenditures, taxes and availability of funds. The estimation process
requires significant assumptions in the evaluation of available geological, geophysical, engineering and
economic data for each reservoir. Therefore, these estimates are inherently imprecise and the quality and
reliability of this data can vary. Estimates of our oil and natural gas reserves and the ‘costs and timing -
associated with developing these reserves are subject to change, and may differ materially from our actual
results. A substantial portion of our total proved reserves are undeveloped and recognition of such reserves
requires us to expect that capital will be available to fund their development. The size of our operations and-
our capital expenditures budget limit the number of properties that we can develop in any given year and we -
intend to continue to develop these reserves, but there is no assurance we will be successful. Development. of
these reserves may not yield the expected results, or the development may be delayed or the costs may exceed
our estimates, any of which may materially affect our financial position, results of operations, cash flows, the
quantity of proved reserves that we report, and our ability to meet the requirements of our financing '
obligations.

A substantial portion of our current production is concentrated among relatively few wells located offshore -
in the Gulf of Mexico and in the North Sea, which are characterized by production declines more rapid than.
those of conventional onshore properties. As a result, we are particularly vulnerable to a near-term severe
impact resulting from unanticipated complications in the development of, or production from, any single -
material ‘well or infrastructure installation, including lack of sufficient capital, delays in receiving necessary
" drilling and operating permits, increased regulation, reduced access to equipment and services, mechanical or
operational failures, and bad weather. Any unanticipated significant disruption to, or decline .in, our.current.
production levels or prolonged negative changes in commodity prices or operating cost levels could have:a -
materially adverse effect on our financial position, results of operations, cash flows, the quantity of proved
reserves that we report, and our ability to meet our commitments as they come due.

Oil and natural gas development and production in the Gulf of Mexico are regulated by the Bureau of
Ocean Energy Management (“BOEM™) and the Bureau of Safety and Environmental Enforcement (“BSEE”) -
of the Department of the Interior, collectively, formerly known as the Bureau of Ocean Energy Management,
Regulation and Enforcement. Our near-term operating and development plans in the Gulf of Mexico, as well as
our Jonger-term business plan, are dependent upon receiving regulatory approvals for deepwater drilling and
other permits required by the BSEE. Delays .in the permitting process directly impact the timing of our
development and production activities, and can materially affect our financial position, results of operations,
cash flows, and the quantity of proved reserves that we report.
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We cannot predict future changes in laws and regulations governing oil and gas operations in the Gulf of
Mexico. New regulations issued since the Deepwater Horizon incident in 2010 have changed the way we
conduct our business and increased our costs of developing and commissioning new assets. We incurred
additional costs in 2010 from the deepwater drilling moratoriums, subsequent drilling' permit delays and
additional inspection and commissioning costs. Some of these additional costs continued into 2011 and are
projected to continue into 2012. Should there be additional significant future regulations or additional statutory
limitations, they could require further changes in the way we conduct our business, further increase our costs
of doing business ot ultimately prohibit us from drilling for or producing hydrocarbons in the Gulf of Mexico.
Additionally, we cannot influence or predict if or how the governments of other countries in which we operate
may modify their regulatory regimes from time to time.

As an independent oil'and gas producer, our revenue, profitability, cash flows, proved reserves and future
rate of growth are substantially dependent on prevailing prices for oil and natural gas. Historically, the energy
markets have been very volatile, and we expect such price volatility to continue. Any extended: decline in oil or
gas prices could have a materially adverse effect on our financial position, results of operations,.cash flows, the
quantities of oil and gas reserves that we can economically produce, and may restrict our ability to obtain
additional financing or to meet the contractual requirements of our debt and other obligations.

Note 4 — Supplemental Disclosures of Cash Flow Information

Supplemental disclosures of cash flow information (in thousands):
‘ Year Ended December 31,

2011 2010 ' 2009
Cash paid during the year for interest, net of amounts : -
CAPIALZED. ... cevveriiceicecrecees st sebenen $288,214 .- $192,697 $ 16,536
Cash received during the year for income taxes...........cecccvurueueunne - . - 13,581
Noncash invesﬁng and financing activities: . ; ,
Increase in noncash property additions ...........c.cceeevivemerrercereecnens 64,469 86,491 , 187,880
Accrued distributions to noncontrolling interest..........ccccceeruerennce 5,692 - 3,563
Accrued preferred stock dividends............ ceterereerer s aes st st nanes 3,485 (28) 2,856

Note 5 — Oil and Gas Properties
Acquisitions

During June 2011, we acquired interests in three deepwater licenses in the Mediterranean Sea off the. coast
of Israel for approximately $1.7 million. We will operate the licenses with initial working interests of 40%.
During November and December 2011, we acquired an aggregate additional 45% interest in GC 300 at our
Clipper property from paltners in the project. We now operate that property with a 100% workmg interest.

Dzsposztzons ‘ ‘ e

During December 2011 we sold to a third party our 100% workmg interest in the deep operating nghts of
one of our Gulf of Mexico properties resulting in a $26.0 million gain.

F-17



ATP OIL & GAS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 6 — Long-term Debt ' »
Long-term debt consisted of the following (in thousands):

. December 31, - . .

2011 2010

First lien term loans, net of unamortxzed dlscount of - o

$2,460 and $2,644, respectively, ............. eeeeereeeee s e e aarb et e e e eass $ 204,703 'S 146,607 -
Senior second lien notes, net of unamortized dlscount of ‘

$4,671 and $6,071, reSPECHVELY, c.ouvovreeueceerieeiciivrrieeeessesiesiveesmsefenensanasies 1,495,329 1,493,929
Term loan facility — ATP Titan assets, net of unamortlzed discount of

$16,373 and $10,760, respectively, .., 309.973 238.873
Total deblu......cuicieeeerciinieneieeenrecenst e nseseeeeaeas . 2,010,005 1,879,409
Less current maturities ..........oeceeeeenreceruereeerneerieannns (33.848) (21,625)
Total 10NG-EIMN AEDBL.........o.roeeeeeersreieesereeseeseesesssesssserserassevsssassssanesoeseesnenrans $ 1976157 $ 1857784

Senior Second Lien Notes

In April 2010, we issued senior second lien notes (the “Notes™) in an aggregate principal amount of $1.5
billion, due May 1, 2015. The Notes bear interest at an annual rate of 11.875%, payable each May 1 and
November 1, and contain restrictions that, among other things, limit the incurrence of additional indebtedness,
mergers and consolidations, and certain restricted payments

At any time (which may be more than once), on or prior to May 1, 2013, the Company may, at its option,
redeem up t035% of the outstanding Notes with money raised in certain equity offerings, at a redemption price
of 111.9%, plus accrued interest, if any. In addition, the Company may redeem the Notes, in whole or in part,
at any time before May 1, 2013 at a redemption price equal to par plus an applicable make-whole premium
plus accrued and unpaid interest to the date of redemption. The Company may also redeem any of the Notes at
any time on or after May 1, 2013, in whole or in part, at spemﬁed redemption pnces plus accrued and unpaid
interest to the date of redemption. :

The Notes also contain a prov1s10n allowing the holders thereof to require the Company to purchase some
or all of those Notes at a purchase price equal to 101% of their aggregate principal amount, plus acctued and
unpald interest to the date of repurchase, upon the occurrence of specified change of control events.

First Lien Term Loans

In June 2010, we entered into a first lien credit agreement (the “Credit Facility”) with an initial balance of
$150.0 million, due October 15, 2014, to replace the previous credit facility. Initial proceeds of the Credit
Facility were $144.3 million, net of original issue discount and transaction fees. Principal outstanding under
the term loans issued pursuant to the Credit Facility initially bore interest at an annual rate of 11.0%.  The
Company granted the lenders a security interest in and a first lien on not less than 80% of its proved oil and gas
reserves in the Gulf of Mexico, capital stock.of material subsidiaries (limited in the case of the Company’s
non-U.S. subsidiaries to not more than 65% of the capital stock) and certain infrastructure assets, a'portion of
which has since been released in connection with the ATP Titan LLC financing discussed below. In February
2011, we entered into Incremental Loan ‘Assumption Agreement and Amendment No. 1, relating to our First
Lien Credit Agreement, dated as of June 18, 2010 to, among other things, decrease the interest rate on the
entire balance outstanding from 11% to 9%. Additional borrowings were: $60.0 million ($58.0 million, net of
transaction costs and discount). Quarterly principal payments are required equal to %% of remaining prmmpal
balance until June 18, 2014 and the remaining principal balance is due January 15, 2015.
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The Notes and Credit Facility contain certain negative covenants which place hmlts on the Company’s
ability to, among other things: : N .

* incur additional indebtedness;

+ pay dividends on the Company’s capital stock or purchase, repurchase, redeem defease or retire the
Company’s capital stock or subordinated indebtedness;

+ make investments outside of our normal course of business;
» incur hens '

* create any consensual restriction on the ability of the Company’s restncted subsidiaries to pay dividends,
make loans or transfer property to the Company;

* engage in transactions with affiliates;

» sell assets; and

* consolidate, merge or transfer assets.
Term Loan Facility - ATP Titan Assets

In September 2010, we formed ATP Titan LLC (“Titan LLC”), a wholly owned and operated subsidiary
which we consolidate in our financial statements, and transferred to it our 100% ownership of the ATP Titan
platform and related infrastructure assets. Simultaneous with the transfer, Titan LLC entered into a $350.0
million term loan facility (the “ATP Titan Facility”). Under the initial agreement and the First and Second
Amendments to Term Loan Agreement and Limited Waivers entered into in March and September 2011,
respectively, we have now drawn down the entire amount available receiving proceeds of $317.9 million, net
of discount and direct issuance costs. The ATP Titan Facility bears interest at LIBOR (floor of 0.75%) plus
8%. Principal payments are required equal to 2.25% (of original principal) per quarter until October 4, 2012,
and 2.5% thereafter until final maturity at September 2017. The ATP Titan Facility requires usto maintain in a.
restricted account a minimum $10.0 million cash balance plus additional amounts based on production at the
Telemark Hub to be used for the quarterly debt service of the ATP Titan Facility. The ATP Titan Facility is
collaterahzed solely by the ATP Titan and related infrastructure assets (net book value at December 31, 2011
of $1,105.9 million) and the outstanding member interests in Titan LLC, which are all owned indirectly by the
Company. The ATP Titan Facility includes a customary condition that there has not occurred a material
adverse change with respect to the Company. The Company remains operator and 100% owner of the ATP
Titan platform, related infrastructure assets and the working interest in its Telemark Hub oil and gas reserves.

The Credit Facility and the Notes contain customary events of default; and if certain of those events of
default ‘were to occur -and remain uncured, such as a failure to pay principal or interest when due, our lenders
could terminate future lending commitments under the Credit Facility, and our lenders could declare the
outstanding borrowings due and payable. The Credit Facility also contains an-event of default if there has
occurred a material adverse change with respect to the Company’s compliance with environmental
requirements.and applicable laws and regulations. The ATP Titan Facility contains standard events of default
and an event of default if there has occurred a material adverse change with respect to the Company. The ATP
Titan Facility also contains.provisions that provide for cross defaults among the documents entered into in
connection with the ATP Titan Facility and acceleration of Titan LLC’s payment obligations under the ATP
Titan Facility in certain situations. -In addition, our hedging arrangements contain standard events of default,
including cross default provisions, that, upon a default, provide for (i) the delivery of additional collateral, (ii)
the termination and acceleration of the hedge, (iii) the suspension of the lenders’ obligations under the hedging
arrangement or (iv) the setoff of payment obligations owed between the parties.

The effective annual interest rate and fair value of our long-term debt was 12.0% and $1.5 billion,
respectively, at December 31, 2011. Accrued interest payable was $37.7 million and $34.8 million at
December 31, 2011 and 2010, respectively.
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Note 7 — Other Long-term Obligations

Other long-term obligations consisted of the following (in thousands):

December 31,
2011 2010
- Net profits interests ; $ 336,669 = $ 331,776

Dollar-denominated overriding royalty interests 42,324 . 52,825
Gomez pipeline obligation - 71,676 . 73,868
Vendor deferrals — Gulf of Mexico 17,493 7,096
Vendor deferrals — North Sea -~ 94,710 90,874
Other ; ; . 2,582 - c 2582

Total . : : 565,454 559,021
Less current maturities . i (113,657) (86.521) ..

Other long-term obligations $ 451,797  $ 472,500

Net Profits Interests — Beginning in 2009, we have granted dollar-denominated overriding royalty interests
in the form of net profits interests (“NPIs”) in certain of our proved oil and gas properties in and around the
Telemark Hub, Gomez Hub and Clipper to certain of our vendors in exchange for oil and gas property
development services and to certain finance entities in exchange for cash proceeds. During April 2011, we
closed an NPI transaction in the Telemark Hub for $40.0 million. The purchaser acquired an existing vendor
NPI for $19.7 million, thereby extinguishing the existing NPI liability of $20.8: million, and contributed an
additional $20.3 million toward the development of the Telemark Hub in exchange for a larger percentage of
the net profits from production at the Telemark Hub that will continue until the purchaser recovers $40.0
million, plus an overall rate of return.

The interests granted are paid solely from the net profits as deﬁned of the subJect properties. As the net
profits increase or decrease, primarily through higher or lower production levels and higher or lower prices of
oil and natural gas, the payments due the holders of the net profits interests increase or decrease accordingly. If
there is no production from a property or if the net profits are negative during a payment period, no payment
would be required. We also accrete the liability over the estimated term in which the NPI is expected to be
settled using the effective interest method with related interest expense presented net of amounts capitalized on
the Consolidated Statements of Operations. The term of the NPIs is dependent on the value of the services
contributed by these vendors or the cash proceeds contributed by the finance companies coupled with the
timing of production and future economic conditions, including commodity prices and operating costs. Upon
recovery of the agreed rate of return, the NPIs terminate. Because NPIs were granted on proved properties
where production is reasonably assured, we have accounted for these NPI's as financing obligations .on our
Consolidated Balance Sheets. As such, the reserves and production revenues associated with the NPIs are
retained by the Company. We expect approximately 60%, or $205 million of the NPIs to be repald over the
next 12 months based on anticipated production, commodity prices and operating costs.

Dollar-denominated Overriding Royalty Interests — During Apr11, June and December 2011, we sold, for
an aggregate of $65.0 million, three dollar-denominated overriding royalty interests (“Overrides”) in our
Gomez Hub properties similar to those sold in 2009 and 2010. These Overrides obligate us to deliver proceeds
from the future sale of hydrocarbons in the specified proved properties until the purchasers achieve a specified
return. As the proceeds from the sale of hydrocarbons increase or decrease, primarily through changes in
production levels and oil and natural gas prices, the payments due the holders of the- overriding royalty
interests will increase or decrease accordingly. If there is no production from a property during a payment
period, no payment would be required. The percentage of property revenues available to.satisfy these
obligations is dependent upon certain conditions specified in the agreement. Upon recovery of the agreed rate
of return, the Overrides terminate and our interest increases accordingly. Because of the explicit rate of return,
dollar-denomination and limited payment terms of the Overrides, they are reflected in the .accompanying
- financial statements as financing obligations. As such, the reserves and production revenues are retained by
the Company. Related interest expense is presented net of amounts capitalized on the Consolidated Statements
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of Operations. As of December 31, 2011, if there is sufficient production from a certain property, we will
incur up to $7.2 million of contingent interest costs. We expect approximately 93%, or $39 million of the
Overrides to be repaid over the next 12 months based on anticipated production and commodity prices.

Gomez Pipeline Obligation — In 2009, we sold to a third party for net proceeds of $74.5 million the oil and
natural gas pipelines that service the Gomez Hub. In conjunction with the sale, we entered into agreements
with the purchaser to transport our oil and natural gas production for the remaining production life of our fields
serviced by the ATP Innovator production platform for a per-unit fee that is subject to a minimum monthly
payment through December 31, 2016. Such minimum fees, if applicable, can be recovered by ATP in future
penods within the same calendar year whenever fees owed during a month exceed the minimum due. We
remain the operator of the pipeline and are responsible for all of the related operating costs. As a result of the
retained asset retirement obligation and the purchaser's option to convey the pipeline back to us at the end of
the life of the fields in the Gomez Hub, the transaction has been accounted for as a financing obligation equal
to the net proceeds received. This obligation is being amortized based on the estimated proved reserve life of
the Gomez Hub properties using the effective interest method with related interest expense presented net of
amounts capitalized on the Consolidated Statements of Operations. All payments made in excess of the
minimum fee in future periods will be reflected as interest expense of the financing obligation.

Vendor Deferrals — In the Gulf of Mexico, in addition to the NPIs exchanged for development services
described above, we have negotiated with certain other vendors involved in the development of the Telemark
and Gomez Hubs to partially defer payments over a twelve-month period beginning with first production. We
accrue the present value of the deferred payments and accrete the balance over the estimated term in which it'is
expected to be paid using the effective interest method with related- 1nterest expense presented net of amounts
capitalized, on the Consolidated Statements of Operations. ~

In the UK. North Sea, development of our interest in the Cheviot field continues. Dunng February 2012,
we entered into an amendment to one of our agreements for the construction and delivery of the Octabuoy hull
and topside utility module to align the payments with the new expected delivery date. of the hull. As amended,
the agreements provide for a $41.1 million payment in the first quarter‘of 2012 and $228.9 million in 2013. As
work is completed and amounts are earned under the amended agreement, we recard obhgauons and related
interest expense, net of amounts capitalized, on the Consolidated Financial Statements. ‘

Effective Interest Rate — The weighted average effective interest rate on our other long-term obligations set
forth above was 18.9% and 16.7% at December 31, 2011 and 2010, respectively. -

Note 8 — Equity
Preferred Stock

In September 2009, we issued 1.4 million shares of convertible preferred stock and received net proceeds
of $135.5 million ($100 per share before underwriters’ discounts and commissions and offering expenses). In
June 2011, we issued 1.7 million shares of 8% convertible perpetual preferred stock (“Series B Preferred
Stock”) and received net proceeds of $123.3 million ($90 per share before underwriters’ discounts and
commiissions, option contract costs (discussed below) and offering expenses). The Series B Preferred Stock has
terms and features which are substantially identical to the convertible preferred stock issued in 2009
(collectively, the “Preferred Stock™). Each share of convertible preferred stock is perpetual, has no voting
rights, has a liquidation preference of $100, pays cumulative dividends at an annual rate of 8% payable in cash,
shares of our common stock, or a combination thereof, and is convertible at any time, at the option of the
holder, into 4.5045 shares of common stock. After September 30, 2014, we have the option to force conversion
to common stock provided that the prevailing common stock market price exceeds the conversion price by
150% on average for a stipulated period of time. In the event of certain fundamental changes of the Company,
each share of convertible preferred stock is subject to adjustment to prevent dilution and would receive a
conversion benefit as defined in the related statement of resolutions that established the convertible preferred
'stock. In-December 2011, we announced a quarterly cash dlvrdend of $6.3 million ($2 02 per share of preferred
stock) which was paid in January 2012:
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In conjunction with issuance of the Series B Preferred Stock, we purchased for $26.5 million capped-call
options (“Options™) to cover all 14.1 million shares of common stock issuable upon conversion of the Series B
Preferred Stock and the preferred stock we issued in 2009. The Options allow us to prevent dilution due to
common stock issuance upon preferred stock conversion up to a price per common share of $27.50. The shares
of common stock acquirable under the Options are indexed to our common stock price at the time of exercise
and the Options can only be settled in common stock. As a result, the purchase price of the Options is recorded
as a component of additional paid-in-capital within Shareholders’ Equity in the accompanying Consolidated
Financial Statements.

At December 31, 2011, a portion of the Series B Preferred Stock is classified as temporary equity because,
in the event of certain fundamental changes, as defined in the statement of resolutions, the Company could be
required to issue in the aggregate more shares of common stock pursuant to the conversion ratio most
favorable to the holders than currently are authorized and unissued (the “Common Share Shortfall”). The value
of the temporary equity is deemed to be the number of shares of Preferred Stock that would account for such
common share shortfall times the $86.83 fair value per share (net of issuance costs of $3.17 per share) This
amount is revalued in each reporting period as the Common Share Shortfall changes, and at such time as we
have sufficient authorized and unissued common shares to satisfy the most favorable conversion obhgatlon
possible under the statement of resolutions, this amount will be reclassified to permanent equity. -

Common Stock .

During 2009, we issued 14.6 million shares of common stock and received net proceeds of $170.6 million
(an average of $12.31 per share before underwriters’ discounts and commissions and offering expenses).

Rights Plan

On October 1, 2005, the Board of Directors of ATP authorized the issuance of one preferred share
purchase right (a “Right”) with respect to each outstanding share of common stock, par value $0.001 per share
(the “Common Shares”), of the Company (the “Shareholder Rights Plan”). The Rights were issued on October
17, 2005 to the holders of record of Common Shares on that date. Each Right entitles the registered holder to
purchase from the Company one one-hundredth (1/100) of a share of Junior Participating Preferred Stock, par
value $0.001 per share (the “Preferred Shares™), of the Company at a price of $150 per one one-hundredth of a
Preferred Share, subject to adjustment. The description and. terms of the Rights are set forth in a Rights
Agreement dated as of October 11, 2005 between the Company and American Stock Transfer & Trust
Company, as Rights Agent.

Note 9 — Stock-Based and Other Compensation Plans

In January 2001, the Board of Directors approved the 2000 Stock Plan (the “2000 Plan”) and in June 2010
the Shareholders approved the 2010 Stock Plan (the “2010 Plan™) to provide increased incentive for the
Company’s employees and directors. The 2000 Plan authorized the granting of options and restricted stock
awards-for up to 4,000,000 shares of common stock, and expired in February 2011. The 2010 Plan authorizes
the granting of options, restricted stock awards, restricted stock bonus awards and performance share bonus
awards for up to an aggregate 6,000,000 shares of common stock. Generally, options are granted at prices
equal to at least 100% of the fair value of the stock at the date of grant, expire not later than five years from the
date of grant and vest ratably over a four-year period following the date of grant. From time to time, as
approved by the Board of Directors, options with differing terms have also been granted. We recognized stock
option compensation expense of $2.6 million, $2.5 million and $3.0 million for the years ended December 31,
2011, 2010 and 2009, respectively.

The fair values of options granted during the years ended December 31, 2011, 2010 and 2009 were

estimated at the date of grant using a Black-Scholes option-pricing model assuming no dividends and with the
following weighted average assumptions for grants during the periods indicated: -
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Year Ended December 31,

2011 2010 2009
Weighted average volatility ............cccoeerccernsirnenane 87% 84% 76%
Expected term (in Years) .........ccccveeecerermeveverreeruenes 3.8 38 3.8
RiSK-FTEE TALE ...coeoeeerereeererincreecnessesreerisesessesarsanns 1.1% 1.0% 1.7%
Weighted average fair value of options — grant
AL ettt renes $7.94 $5.53 $8.81

Volatilities are based on the historical volatility of our closing common stock price. Expected term of
options granted represents the period of time that options granted are expected to be outstanding. The expected
term of the options granted in 2011, 2010 and 2009 is estimated using the simplified method because the option
terms are homogeneous and the Company has insufficient option exercise history to refine its expectations.
The risk-free rate for periods within the contractual life of the options is based on the comparable U.S.
Treasury rates in effect at the time of each grant. The aggregate intrinsic values of options exercised during the
years ended December 31, 2011, 2010 and 2009 were $0.4 million, $0.4 million and $0, respectively. The
following table sets forth a summary of option transactions for the year ended December 31, 2011:

Weighted
Weighted  Aggregate Average
Average Intrinsic  Remaining
Number of Grant Value (1) Contractual
Options Price (5000) _Life
(in years)
Outstanding at beginning of year ........ 1,521,291 § 2331
Granted......ccc.cocnuereveneicoiereneneninenens 476,510 13.15
EBXercised......ocvurremeuereseensivnnneneeresoneens (34,927) 6.15
Canceled....c.coooonercivnecereecrneeriereeeenes (110,950) 20.78
Expired............... eseseasnssnsrransansesssssraness (173,687) 38.27
" Outstanding at end of year .................. 1,678,237 1940 § 577 2.8
Vested and expected to vest................ 1,465,761 2012 § 489 2.7
Options exercisable at end of year ...... 680,967 2917 § 201 . 16

(1) Based upon the difference between the market price of the common stock on the last
trading day of the year and the option exercise price of in-the-money options.

A summary of the status of ATP’s nonvested stock options as of December 31, 2011 and changes during
‘the year is presented below: o
Weighted
. Average
Number of Grant-date
Options Fair Value

Nonvested at beginning of Year..........cccveveeeveeerernnenreersurseneeeesnannene 933972 - § 6.98
GIanted......coevvverrrencecrcnnieneieesesesesracesessnesenesesesestresesssessasasesesesaosaens 476,510 7.94
VESEEQ «..ovveeriiiieeieriertee ettt rae st e sr et et esae e e basbessesnannasassssbannens ' (331,307) 8.21
FOITEItEd ..cveeveriereereriieetcteeseere et enae st e s e e tase e sbaesasne (81.905) 7.79
Nonvested at end 0f Year........c.ccveuieeicinninerininecniicsnscnienes 997,270 6.97 -

At December 31, 2011, unrecognized compensation expense related to nonvested stock option grants
totaled $3.3 million. Such unrecognized expense will be recognized as vesting occurs over a weighted average
period of 2.6 years.

Restricted stock grants vest over a three-year period, are subject to forfeiture, and cannot be sold,
transferred or disposed of during the restriction period. The holders of the shares have voting and dividend
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rights with respect to such shares. During the years ended December 31, 2011, 2010 and 2009, we recognized
aggregate compensation expense of $4.1 million, $4.3 million and $4.9 million, respectively, related to
outstanding restricted stock grants.

The following table sets forth the changes in nonvested restricted stock for the year ended December 31,
2011:

Weighted  Aggregate
Average Intrinsic
Number of Grant-date  Value (1)
Shares Fair Value ($000)

Nonvested at beginning of year......c.c.cccceeveveeveennennn. 422,637 $ 19.76
Granted.........oceeeceenmriererernecsrsrinesioeeesesseenienessonseraes 658,611 11.40
Forfeited........oooecireerieeireetreerie et sssreeneenaens 6,154) 16.25
Vested oo ereesnearrerenananas ( 243,065 ) 24.65
Nonvested at end of YEar.........ve.vvevverrereeessssersenes 832,029 1174 $ 6,124
(1) Based upon the closing market price of the common stock on the last trading day of the
year.

At December 31, 2011, unrecognized compensation expense related to restricted stock totaled $5.2
million. Such unrecognized expense will be recognized as vesting occurs over a weighted average period of
2.3 years.

We have a 401(k) Savings Plan which covers all domestic employees. At our discretion, we may match a
certain percentage of the employees' contributions to the plan. The matching percentage is currently 100% of -
the first 3% and 50% of the next 2% of each participant's compensation. Qur matching contributions to the
plan were approximately $302,000, $299,000 and $289,000 for the years ended December 31, 2011, 2010 and
2009, respectively.

We also have a defined contribution plan for our U.K. employees. We currently contribute 4% to the plan
and such contributions are subject to the Pensions Act 1999 (U.K.) and to U.K. rules on taxation. For the years
ended December 31, 2011, 2010 and 2009, we contributed approximately $34,000, $29,000 and $33,000,
respectively.

Note 10 — Earnings Per Share

Basic earnings per share (“EPS”) is computed by dividing net income or loss attributable to common
shareholders by the weighted average number of common shares (other than nonvested restricted stock)
outstanding during the period. Weighted average shares outstanding for diluted EPS also includes a
hypothetical number of additional shares (“Common Stock Equivalents™) calculated assuming the exercise or
conversion of all in-the-money options, warrants and convertible preferred stock and full vesting of restricted
stock awards. Common Stock Equivalents are excluded from the computation of weighted average common
shares outstanding when the per share effect is antidilutive. The impact of assumed conversion of preferred
stock on net income attributable to common shareholders is excluded from the computation of EPS when its
impact is antidilutive.
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Basic and diluted EPS are computed based on the following information (in thousands, except per share
amounts): : ' ' : :

Year Ended December 31,

: : 2011 2010 2009
Net loss attributable to common shareholders:
Net loss attributable to common shareholders .........ccoeeevrvriereeneencees $ (210,482) $(348,797) $ (51,817)
Add impact of assumed preferred stock conversions (if-converted
MEEHOA)...cveurrveitirrerrcinicnenscnenseii et s s - — -
Net loss attributable to common shareholders and impact of
ASSUMEA CONVEISIONS ...eovvvevencrcrereereerscriersaerisrisesinssnssesasassssssessassseseacsens $(210482) $(348,797) $ (51,817
Weighted average shares outstanding: a
Weighted average number of shares outstanding - basic..........c.ecune. 51,077 - -50,715 41,853
Effect of potentially dilutive securities:
Stock options and warrants - - -
Nonvested restricted stock....... - - ~
Preferred stock - - -
Weighted average number of shares outstanding - diluted 51,077 50,715 41,853
Net loss per share attributable to common shareholders:
BASIC .ou..cvevnerierereesessssasassssese st sa st bt s s b $ (412 $ (683 $§ (129
DAIBLEA....oeeeecrcvcviaereeeievesetsieereetesercecststssnsenessasasassesnssbssesasesssasasasas $§ (412 $§ (688 § (129

The following were excluded from diluted EPS because their inclusion would have been antidilutive (in
thousands): : '

. Year Ended December 31,

2011 2010 __2009
Net loss attributable fo common shareholders:
Preferred Stock divIdends ........oveiveeeeereeerecresecienererisnerenisssnssnsasnnas $ 18,583 $ 11,248 . $ .- 2,856
Weighted average shares outstanding:
Common Stock qUIVAIENES ......cvvvereeeininreiieseneeiiissinniisaeians 427 500 300 '
Assumed conversion of preferred Stock .......oooeeieiiiennriiiecneniecnns 10,458 6,300 1,600
Out-of-the-money Stock OPtionS ........oreveemreriiernisesesmesnisisisisnssirenns 1,018 1,100 1,100

Note 11 — Income Taxes _
Income tax (expense) benefit consisted of the following (in thousands):

Year Ended December 31,

2011 2010 2009
Current: ‘ ‘
DOMIESHIC . c.vveeeveviverevereeeseseisrnserassssssaasesetsescsrsssnssnsssenteraresasassassssssanes $ - 8 924 S (924)
FOTCIGM....voreeiecuecsercreueninsassas s sssbas e cos b st sess s sms e s 1,327 (65) 379
1,327 859 (545)
Deferred:
DOMIESEIC . veveceerrieraeresreeaesesesasssesssescetetsentaesesssssetsrsnssssssssssnsrensasnsens 58,057 117,459 19,809
FOTAENL..vovvereversnscerreeneesmemsssssssrtestssassenssssssssssssrssins s rassssissbsssnsnsssnes (15.334) 12,790 4.570
42,723 130.249 24,379
Valuation AHlOWANCE........c.ceeeecererereessrerinenstsssrsrersrssessssassssssssesencnsscacusns (62.118) (94.835) (1.300)
Total income tax (expense) benefit .........covevvvcvecencnniniininiiniininn $ (18,068) $ 36273 § 22534
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Income (loss) before income taxes consisted of the followihg (in tflousands):

Year Ended December 31,
, - 2011 2010 2009
DIOMIESHIC.....cveviveeeeereereeseeaetaiasressessensiaesstesesessaseseesesnsassesnasnssensasans $ (142,330) $(329,497) .$ (46,860)
FOTEigh.....ccovrnrnrriernnrereennnes eeeeevetst e teae bt s b r et st e nenaset bt st saeeene (4.879) (28.822) .- (11.255)

The reconciliation of income tax computed at the U.S. federal statutory tax rates to the provision for
income taxes is as follows:

Year Ended December 31,

2011 2010 2009
Statutory federal inCOme 1aX Tate..........cvvviveeeeniiererenrrreeeenasenss veererrnes 35.00% 35.00% " 35.00%
Nondeductible and other ... 0.13) . (0.80) - (3.63)
FOreign Operations...........oveeveveesesesreivesiurserinnines (11.28) . - . 0.88 -1.52
Impact of redeemable noncont:rollmg interest .. 6.33 151 8.06
Valuation allOWAICE. ,.....cucueueeeerreerinserireenrsrnaessorasenserssesaesennnessasssanssssons (42.19) (26.47) . (2.18)

(227% _lo12%  _3871%

Included in 2011 foreign operations is the effect of an increase in the UK statutory tax rate from 20% to
30% resulting in a decrease of 8.28% to the effective tax rate benefit on the current year pretax book loss:.

Significant components of our deferred tax assets (habllmes) as of December 31, 2011 and 2010 are as
follows (in thousands):

: December 31, 2011
co  USs . Foreign - Total
Deferred tax asset: L o , S
Net operating loss carry forwards .........ooueverenvneisesccnceenen, $ 190883 $ 297,338 . $488,221
Unrealized derivative 1088 ........cocevvueererrnnienisiesnennrasseennnne - 1,250 B o L250
Alternative minimum tax credit ... § 1,841 SR ' ‘1,841
Stock-based compensation ........... e 5047 435 5,482
Asset retirement obligation ... 12,289 e = 12,289
Other ............. ereusisnresesessadensenasessrenereseesasinssivarss 563 . R .. 563
Valuation allowance.......c.c.covueuereemeerercresnneencees (155.442) - . (5,418) (160,860)
Deferred tax @SSEL..........qrrmremusirmsninssision i ssssesssnsersns . 56431 . 292,355 __348.786
Deferred tax liability: _ :
Oil and gas property basis differences.............ceecenunn. SR (55,588) (317,591) (373,179) .
Other ....... i ceeec st sseeesseras veeredsnsessenensiane (843) (1.915) (2.758)
Deferred tax Hability.........cccoveviensionnrnnrenreiiesiannnnssesieiensseiesssenens (56.431) . (319.506) - (375.937)
Net deferred tax HAbIlity .....ooooooo.veeieeeesessceereesreseessseenereessssen - @150 S@1,151)
Less net current deferred tax liability ... = - 138 : 138 -
. Less net current deferred tax asset ..........ioceveerevreervereeresasis (480) . (480)
Noncurrent deferred tax liability......... eeessbeseress s b ssesentsreness $ (480) § (2 Z,QQD $ (27,493)
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December 31, 2010
. U.s. Foreign Total
Deferred tax asset:
Nét operating loss carry forwards ............cceveueeerrrrreerrenenne $ 215174 $§ 178,882 $ 394,056
Unrealized derivative 10sS........cococveiiivnnnn. 13,356 - 13,356
Alternative minimum tax credit 1,840 - 1,840
Stock:=based compensation............c..c.ceo..... 5,064 211 5,275
Asset retirement obligation ..............ccevveeene 10,918 - 10,918
OtheT .ottt - 572 - 572
Valuation allowance.............iivirnnionnnenenenenenesenne e (97.385) (1,676) (99.061)
Deferred tax asset..........ccecerereneee. iueeeuereeet s s e s e tes 149,539 177,417 326,956
Deferred tax liability: ' : .
Oil and gas property basis differences...........ccoerererrevrerrreenes (143,431) (186,182) (329,613)
Other ...t (6.108) ‘ - (6,108)
Deferred tax liability (149.539) (186.182) (335.721)
Net deferred tax Hability ............ccooeerverrerursrnsennsenseessssenssaeses - (8,765) (8,765)
Less netcurrent deferred tax asset (8,191) = . (8,191)
Noncurrent deferred tax liability .........cccvccrmneiennnneereicnnenens $ (8,191) " § (8,765 $___ (16,956)

We compute income taxes using an asset and liability approach which results in the recognition of
deferred tax liabilities and assets for the expected future tax consequences of temporary differences between
the carrying amounts and the tax basis of those assets and liabilities. As of December 31, 2011 and 2010, for
U.S. tax provision purposes, we have provided valuation allowance for that portion of excess tax benefits
resulting from stock options and restricted stock outstanding as of the date we adopted the accounting
standards for stock-based compensation. Beginning December 31, 2010, for U.S. tax provision purposes, we

~have also provided valuation allowance for the remainder of our net deferred tax assets based on our
cumulative net losses. Additionally, the deferred tax asset related to the U.S. net operating loss carry forwards
(“NOLs”) as disclosed does not include an additional $19.9 million of net operating loss, as reflected in our
U.S. Income Tax Return and net operating loss carry forwards in relation to excess tax benefits on stock optlon
exercises and restricted stock vested through the fiscal year ended December 31, 2011.

No tax expense is provided on the income attributable to the redeemable noncontrolling interest in ATP
Infrastructure Partners;, LP, as the partnership is a pass-through entity and is not subject to federal income
taxes. Taxes attributable to the income of the redeemable noncontrolling interest would be the liability of the
ultimate taxpayers owning that interest.

At December 31, 2011 and 2010, we had U.S. net operating loss carry forwards (“NOLs”) for financial
statement purposes of approximately $545.3 million and $614.8 million, respectively, which begin to expire in
2024. ATP (UK) had NOLs of $936.8 million and $678.5 million available for corporate tax carry-forward at
December 31, 2011 and 2010, respectively, which are presented in Foreign Operations above. As of
December 31, 2011 we have a net current deferred tax asset of approximately $0.5 million, which is primarily
attributable to bad debt reserve and unrealized hedging losses.

The UK. supplementary charge of corporation tax was increased from 20% to 32%, effective March 24,
2011, and Royal Assent was received on July 19, 2011. The U.K. rate increase has been reflected in the
income tax provision as of December 31, 2011. All UK. deferred tax assets and liabilities subject to the
supplementary charge of corporation tax have been updated to reflect the 32% rate as of December 31, 2011.

At December 31, 2011 and 2010, for Netherlands’ income tax provision purposes, we had a valuation

" allowance of $4.9 million and $1.7 million, respectively, related to the net operating loss carryovers generated
in 2011 and in prior periods. If activity, development and acquisitions increase within the Dutch sector, we
will reevaluate this valuation allowance.
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At December 31, 2011 for Israeli income tax provision purposes, we have a valuation allowance of $0.5
million related to the net operating loss carryover generated in 2011. Since 2012 will be the first year of active
drilling and operations in this area, there is msufﬁclent evidence of future taxable profits. ;

The Company and its subsidiaries file income tax returns in the United States federal jurisdiction, two
states, the U.K., the Netherlands and Israel. Our open tax years in our major jurisdictions are from 2003 to
current. As of December 31, 2011, we are not aware of any uncertain tax positions requiring adjustments to our:
tax liability. If applicable, we w111 record to the income tax provision any interest and penaltles related to
unrecognized tax positions.

U.S. deferred taxes have not been recognized with respect to foreign income of $54.4 fnillion tha"c is
permanently reinvested internationally. We currently do not have any foreign' tax credlts available to
reduce U.S. taxes on this income if it was repatriated.

Note 12 — Cbmmitments and Contingencies

The development, production and sale of oil and natural gas in'the Gulf of Mexico and in the North Sea are
subject to extensive laws and regulations, including environmental laws and regulations. We may be required
to make large expenditures to comply with environmental and other governmental regulations. Under-these
laws and regulations, we could be liable for personal injuries, property damage, oil spills; discharge of
hazardous materials, remediation and clean-up costs and other environmental damages. Failure to comply with -
these laws and regulations also may result in the suspension or termination of our operations and subject us to -
administrative, civil and criminal penalties. Moreover, these laws and regulatlons could change in ways that
substantially increase our costs (see the discussion in Note 3, “Risks and Uncertainties). Accordingly, any of
these liabilities, penalties, suspensions, terminations or regulatory changes could materially adversely affect
our financial condition and results of operations. We believe that we are in compliance with all of the laws and
regulations which apply to our operations.

Under the provisions of our limited partnership agreement with- ATP-IP,  we could be required to
repurchase the Class A limited partner interest if certain change of control events were to occur. If a change of
control were to become probable in a future period, we would be required to adjust the carrying amount of the
redeemable noncontrolling interest to its redemption amount, to the extent it differed from the carrying
amount, at the time the change of control was deemed to be probable. We do not currently believe a change. of .
control is probable.

We are a party to a multi-year (life of reserves) firm transportation agreement covering certain productlon
in the North Sea that requires us to pay a pipeline tariff on our nominated contract quantity of natural ‘gas
during the contract period, whether or not the volumes are delivered to the pipeline. For any contract penod
where actual deliveries fall short of contract quantities, we can make up such amounts by dehvermg voliimes -
over the subsequent four years free of tariff, within certain limitations. While we control our nominations, we
are subject to the risk we may be required to prepay or ultimately pay transportation on undelivered volumes.

In the normal course of business, we occasionally purchase oil and gas properties for little or no up-front
costs and instead commit to pay consideration contingent upon the successful development and operation of
the properties. The contingent consideration generally includes amounts to be paid upon achieving specified
operational milestones, such as first commercial production and again upon achieving designated cumulative
sales volumes. At December 31, 2011, the aggregate amount of such contingent commitments related to unmet
operational milestones was $7.8 million. During 2010, we paid $2.4 million of additional consideration for two -
of our North Sea properties under a similar provision.

We maintain insurance to protect the Company and its subsidiaries against losses arising out of our oil and -
gas operations. Our insurance includes coverage for physical damage to our offshore properties, general (third
party) liability, workers compensation and employers liability, seepage and pollution and other risks. Our
insurance includes various limits and deductibles or retentions, which must be met prior to or in conjunction
with recovery. Additionally, our insurance is subject to the terms, conditions and exclusions of such policies.
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For losses emanating from offshore operations, we have up to an aggregate of $2.5 billion of various insurance
coverages with individual policy limits ranging from $1.0 million to over $500 million each. While we
maintain insurance levels, deductibles and retentions that we believe are prudent and responsible, there is no
assurance that such coverage will adequately protect us against liability from all potential consequences and
damages.

In general, our current insurance policies cover physical damage to our oil and gas assets. The coverage is
designed to repair or replace assets damaged by insurable events.

Our excess liability policies generally provide coverage (dependent on the asset) for bodily injury and
property damage, including coverage for negative environmental effects such as seepage and pollution. This
liability coverage would cover claims for bodily injury or death brought against the company by or on behalf
of individuals who are not employees of the company. The liability limits scale to either our operating interest
or the total insured interest including nonoperating partners.

Our energy insurance package includes coverage for operator’s extra expense, which provides coverage
for control of well, re-drill and pollution arising from a covered event. We maintain a $150 million Oil Spill
Financial Responsibility policy in order to provide a Certificate of Financial Responsibility to the BSEE under
the requirements of the Oil Pollution Act of 1990. Additionally, as noted above, our excess liability policies
provide coverage (dependent on the asset) for bodily injury and property damage, including coverage for
negative environmental effects such as seepage and. pollution. Legislation has been proposed but has not
passed to increase the limit of the Oil Spill Financial Responsibility policy required for the certificate and there
is no assurance that we will be able to obtain this insurance should that happen. \

The occurrence of a significant accident or other event not fully covered by our insurance could have a
materially adverse effect on our operations and financial condition. Our insurance does not protect us against
all operational risks. We do not carry business interruption insurance at levels that would provide enough
funds for us to continue operating without access to other funds. For some risks, we may not obtain insurance
if we believe the cost of available insurance is excessive relative to the risks presented. Because third-party
contractors and other service providers are used in our offshore operations, we may not realize the full benefit
of worker’s compensation laws in dealing with their employees. In addition, pollution and environmental risks
generally are not fully insurable.

On January 29, 2010, Bison Capital Corporation (“Bison”) filed suit against ATP in the United States
District Court for the Southern district of New York alleging ATP owed fees totaling $102 ‘million to Bison
- under a February 2004 agreement. The case was tried in January 2011. On March 8, 2011 the Court entered a
judgment in favor of Bison for $1.65 million plus prejudgment interest and Bison’s reasonable attorney’s fees.
ATP provided for this judgment in the financial statements as of December 31, 2010. Subsequently, Bison
gave notice that it would appeal the judgment. By September 16, 2011, both Bison and ATP filed their
respective briefs with the United States Court of Appeals for the Second Circuit. The case remains active
pending resolution by the appellate court. '

We are, in the ordinary course of business, involved in various other legal proceedings from time to time.
Management does not believe that the outcome of these proceedings as of December 31, 2011, either
individually or in the aggregate, will have a material adverse effect on our financial condition, results of
operations or cash flows. '

E-29



ATP OIL & GAS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 13 — Derivative Instruments and Price Risk Management Activities

At December 31 , 2011, we had the following derivative contracts in place:

Net Fair Value
Asset (Liability) (1
Period Type Volumes Price Current Noncurrent
$/Unit ($000) . (8000)
Oil (Bbl) — Gulf of Mexico _ '
2012 et eieerensressnsseeneeies SWaPS 3,408,250 " 9587 7 (@0,115) L.
2013 ittt Swaps ' 90,000 90.40 - o (522)
2012 et Prepaid
Swaps (2) 476,950 - e 77 B —
TOtAl oo ‘ E - (68,539) (522)
Natural Gas (MMBtu
North Sea
2012 ettt nnns . Swaps 1,646,000 8.48 (213) -
Gulf of Mexico
20012 i e Calls (3) " 3,660,000 5.35 (64) -
; Fixed-price
physicals 1,365,000 4.64 2,194 =
—_—17 . =
2,194 -
o (68816) (522

(1) None of the denvatlves outstandmg is designated as a hedge for accounting purposes

(2) In order to manage our exposure to oil price volatility and provide a current source of ﬁnancmg, in the second half of
2011, we entered into certain off-market oil swap derivative contracts which provide us with $87.9 million of cash
advances from the counterparty and obligate us to pay market prices at the tlme of settlement

(3) During the ﬁrst quarter of 2011, we sold U.S. gas call optlons and recelved premiums of $2.1 million.
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At December 31, 2010, we had the following derivative contracts in place:

Net Fair Value
v Asset (Liability) (2)
Period Type Volumes Price Current _ Noncurrent
$/Unit €] ($000) ($000)
Qil (Bbl) — Guif of Mexico
Swaps 2,124,500 81.99 (23,084) -
Swaps 1,120,750 89.37 - (4,236)
Swaps 90,000 90.40 - (199)
2011 ot Swaps (3) 911,000 78.41 (12,027) ' -
Total e $ (35.111) $ - (4,435
Natural Gas (MMBtu
North Sea L
P13 5 Swaps 1,641,000 7.21 (2,782) -
2012 e Swaps 1,464,000 8.20 - (1,249)
Gulf of Mexico
2011 et Fixed-price physicals 5,025,000 4.78 1,030 -
2002 oot Fixed-price physicals 1,365,000 4.64 - (741)
2011 et Collars 1,350,000 4.75-7.95 658 -
$ (1094 $ (1,990
$ 1,688 §$ -
(37.893) (6.425)

$_ (36205 § (6425

(1) Unit price for collars reflects the floor and the ceiling prices, respectively.
(2) None of the derivatives outstanding is designated as a hedge for accounting purposes.

(3) These swaps include call options to allow us to participate in per barrel price increases above $111.00.

During the first quarter of 2011, we sold certain natural gas call options in exchange for a premium from
the counterparties. At settlement of a call option, if the market price exceeds the strike price of the call option,
the Company pays the counterparty such excess. If the market price settles below the strike price of the call
option, no payment is due from either party. Cash settlements of our derivative instruments are classified as
operating cash flows unless the derivative contains a significant financing element at contract inception, in
which case these cash settlements are classified as financing cash flows in the accompanying Consolidated
Statements of Cash Flows.

There was no other comprehensive income related to hedges during 2011 or 2010. The following AOCI
table shows where gains, net of taxes, on cash flow hedge derivatives were reported in the year ended
December 31, 2009 (in thousands):

AQCI for cash flow hedges — December 31, 2008........ . e $ 2,877)
Derivative Zains ......cvveeveverreerrererrnereseenensreeseeenseressensenee 3,736
Gains reclassified from AOCI to oil and gas revenues (859)
AOCI for cash flow hedges — December 31, 2009........... $ -

During the year ended December 31, 2011, we paid net cash settlements of $13.0 million related to our
derivatives. Additional information about derivatives is presented in Note 15 “Fair Value Measurements”. Our
derivative income (expense) is based entirely on nondesignated derivatives and consists of the following (in
thousands):
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Year Ended December 31,
2011 2010 2009
Realized gains (losses) from:
Settlements of CONTACES ........ccccolvevreucvrernnuereesereennnen $ (23,317) $ (2,686) $ 18,335
Early terminations of contracts .............. 10,700. - 19,226
Unrealized gains (losses) on open contracts ... 37,808 (19.733) (38.273)
Derivative income (EXPEnSe) ........ce.voererirermercrrersersererens $ 25,191 3 (22,419) $ (712)

Note 14 — Segment Infomllation

The Company’s operations are focused in the Gulf of Mexico and in the North Sea. Management reviews
and evaluates separately the operations of its Gulf of Mexico segment and its North Sea segment. The
operations of both segments include natural gas and liquid hydrocarbon production and sales. The accounting
policies of the reportable segments are the same as those described in Note 2 to the Consolidated Financial
Statements. Segment activity for the years ended December 31, is as follows (in thousands):

Gulf of

—Mexico =~ _NorthSea  _ Total
2011
REVENUES ..ottt sasseesesesensntsssessesseasanaens $ 668,184 $ 19,024 $ 687,208
Depreciation, depletion and amortization ................cccecennen. 285,966 12,608 298,574
Impairment of oil and gas properties...........ccoeerrrvrreucrrennane 56,401 1,238 57,639
Gain on disposal of PrOperties...........coeeuvrreererererereresseserenn. 27,000 - 27,000
Drilling interruption COSES........cccoeerrrrererirearerererseeeerereseeenns 19,691 - 19,691
Income (loss) from operations...........ceeveeveereverceeveneerereranns 159,317 (6,625) 152,692
INtErest INCOME....uouerrvererireeeersreerteeerrereesassessnssesasessensasens 223 - 223
Interest EXpPEnSe, NEL.........c.cocececrerenierensivenesrererenesssssresecsaens 326,411 - 326,411
Derivative INCOME.....cccoveueieverrerereeteeeerienereereseseeseseeseeseers 23,373 1,818 25,191
Gain on debt extinguishment ...........ccocvcecrrvemcerencenrsireereennes 1,095 — 1,095
Income tax expense ................ eueeararts et st et e g s eneennane - (18,068) (18,068)
Additions to 0il and gas Properties...........cveriercevemrerreeserenen 332,873 211,042 543,915
TOAL ASSELS ....ovvrrererrenerrrnieecaeeessesesenssessrsrssnssessssssssnsssssssenses 2,830,027 558,747 3,388,774
2010
REVENUES .......oovenvretereteceete ettt essebenesesbe s ors s $ 416,836 $ 21,161 § 437,997
Depreciation, depletion and amortization .................coennne.. 200,457 20,200 220,657
Impairment of 0il and gas properties...........cocccvrvriiverinuranne 48,392 14,875 63,267
Gain on exchange/disposal of properties............ccoeecereveureee 26,720 - 26,720
Drilling interTuption COSIS.......c.c.eueverrerreeerierecseresnaassescssens 23,647 - 23,647
LOSS frOm OPETAtIONS .....c.covrererererrernsresesseerrnsesesesersssssssssssenees 16,071 23,105 39,176
INterest INCOMIE.........ccoverrrreeriereneaeteeteeeresiesesesnesesesesssensasens 243 453 696
Interest EXPense, NEL......cccoverereverrrrereereerrreneresesseessesesssesenees 222,104 - 222,104
Derivative EXPenSe.......ccoeueeeerereerrseeieseieserivessseseenseseseesens (16,253) . (6,166) (22,419)
Loss on debt extinguishment ............ccoeoeveervivernenererereivnsonens (75,316) - (75,316)
Income tax benefit .........ccoveevcverernnrneesrieneeesrense e sesesesenens - 24,023 12,250 36,273
Additions to o0il and gas properties.......c.ecevevererrevnreresrerenens 570,393 139,890 710,283
TOtAl ASSLS .....vevveceecereeeeeieee sttt 2,896,486 393,616 3,290,102
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Gulf of
' Mexico North Sea Total
2009
REVEIIUES .....coeeerererereennnnieiesinressesenesassssaessssssessssssssssesssssseios $ 295124 § 17,030 § - 312,154
Depreciation, depletion and amortization ..................cccu...... 128,777 24,003 152,780,
Impairment of o0il and gas properties...........ccevereeeerrerereneenens 45,799 - © 45,799
Gain (loss) on disposal of properties............ccreveeeureeeernes . 13,177 (744) 12,433
Income (10ss) from OPErations............coeevrveeveveererecucrereseeenn. 3,825 (21,054) (17,229)
INLETESt INCOMIE......v.cuceeerurrerereererieeireerssnseressssesesssnasssanssaesens 537 2173 - 710
INLETESt EXPENSE, NEL.....eucreereerrrrersrsessensaessssressassssssnesssssansens 40,884 - 40,884
. Derivative inCOme (EXPENSE).......co.vvrevrvrerrersserssresasessasesesinns (9,834) 9,122 (712)
INCOME tAX DENELIL ...vvoeeeverrseeecreieciertremeesssreeemssassesemsseneeseens 18,885 3,649 T 22,534
Additions to oil and gas properties...........ceeevecerrrrreersesrrians 721,793 96,386 818,179
TOUAL ASSELS ...v.ceceerecrrerereneessaeesssresssstsessesnsssenssssessssssenseanens 2,545,876 257,271 2,803,147

Note 15 — Fair Value Measurements

The accounting standards for fair value measurement and disclosure applies to all financial assets and
financial liabilities that are being measured and reported on a fair value basis. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date (exit price). The standards establish a framework for measuring fair value and expand
disclosure about fair value measurements. The standards require fair value measurements be cla551ﬁed and

disclosed in one of the following categories:

Level 1:

Level 2:

Level 3:

Measured based on unadjusted quoted prices in active markets that are accessible at the
measurement date for identical, unrestricted assets or liabilities.

Measured based on quoted prices in markets that are not active, or inputs which are
observable, either directly or indirectly, for substantially the full term of the asset or liability.
This category includes those derivative instruments that we value using observable market

- data. Substantially all of these inputs are observable in the marketplace throughout the full

term of the derivative instrument, can be derived from observable data, or supported by
observable levels at which transactions are executed in the marketplace.

Measured based on prices or valuation models that require inputs that are both significant to
the fair value measurement and less observable from objective sources (i.e., supported by
little or no market activity). Our option pricing models are industry-standard and consider

various inputs including forward commodity price estimates, volatility and time value of

money.

Financial assets and liabilities are classified based on the lowest level input that is significant to the fair
value measurement. Our assessment of the significance of a particular input to the fair value measurement
requires judgment and determines the valuation of the fair value of assets and liabilities and their placement

w1th1n the fair value hierarchy levels.
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Assets and Liabilities Measured at Fair Value on a Recurring Basis

The fair values of our derivative contracts are classified as Level 3 based on the significant unobservable
inputs into our expected present value models (see Note 13, “Derivative Instruments and Price Risk
Management Activities”). The following table sets forth a reconciliation of changes in the fair value of these
financial assets (hablhtles) during the year ended December 31, 201 1 (in thousands) : :

U.S. Gas :
Fixed- 7 - 'U.S.'Gas
Price US.Gas US.0il US. Oil Price UK. Gas

Physicals Calls Swaps”’  Swaps® _Collars _Swaps Total

Balance at beginning of period......... $ 289 % - $(27,519) $ (12,027) $ 658 $ (4,031) $ (42,630)
Derivative gains included in : ‘

CATMUNZS .vcnveenreeeenereemsrrannens 5,351 2,069 7,329 8,373 170 1,899 25,191
SaleS ..t - (2,133) . (86,646) - - - (88,779)
Settlements and terminations........ (3.446) - 37,775 3.654 (828) 1.919 39.074

Balance at end of period.................... $ 2194 § (64) $ (69.061) $ =~ $ ~— § _ (213) $ (67,144)

Changes in unrealized gain (loss)
included in derivative income
(expense) relating to derivatives — ; .
still held at December 31,2011.. § 2935 § (64) $ 1'5,;84) $ - $ - $ 1036 $ (1377

(1) In 2011, we entered into certain off- market oil swap derivative contracts ‘which provide us with $87.9 million of cash
advances from the counterparty (of which $1.2 million will be received in 2012) and obhgate us to pay market prices at the time
of settlement. .

) These swaps were matched w1th call optlons to allow us to repart101pate in price increases above certain levels.

The following table sets forth a reconciliation of changes in the fair value of these financial assets
(liabilities) during the year ended December 31, 2010 (in thousands):

U.S Gas U.S Gas
Fixed-Price Price U.S. Oil U.S Oil U.K. Gas
—Physicals __Collars Swaps Swaps® Swaps Total
Balance at beginning of period.. - $ (778) $ - (339§ (7,837 $ (14910) $ - $ (23,864)
Derivative gains  (losses)
included in earnings ............ : 9,161 3,727 - (24,276) (4,090) (5,751) 1 229)
Sgttlements and terminations. (8.094) (2.730) 4.594 6.973 , 1,720 2.463
Balance at énd of period............ $ 280 $ 658 $§ (27,519 $ _ (12.027) § (403 $ (42,630
Changes in unrealized gain . o
(loss) included in derivative
income (expense) relating to
derivatives still held at ‘ :
December 31, 2010.............. $ 289 §$ 1,170 -$  (21.892) $§ _(10.520) $ (4031) $ - (34984)

(1) These swaps were matched with call options to allow us to reparticipate in price increases above certain levels.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

Oil and gas properties are measured at fair value on a nonrecurring basis upon impairment and when
acquired in a nonmonetary property exchange. During 2011, we recorded impairment expense-of $57.6 million
related to oil and gas properties. During 2010, we recorded impairment expense of $63.3 million related to oil
and gas properties and gain on nonmonetary property exchange of $12.0 million related to proved Gulf of
Mexico properties. The impairment charges reduce the oil and gas properties’ carrying values to their
estimated fair values and are classified as Level 3. Fair value is calculated as the estimated discounted future
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net cash flows attributable to the assets. The gain on nonmonetary property exchange reflects the difference
between the carrying value of the property surrendered and the estimated fair value of the property received
which is classified as Level 3 and which is calculated based on the estimated discounted future net cash flows
attributable to that asset. ' - ' E

The Company’s primary assumptions in preparing the estimated discounted future net cash flows to be
recovered from oil and gas properties are based on (i) proved reserves and risk-adjusted probable and possible
reserves, (ii) commodity forward-curve prices and assumptions as to costs and expenses, and (iii) the estimated
discount rate that would be used by potential market participants to determine the fair value of the assets.

Note 16 —Subsequent Events

Our evaluation has identified the following matters which require disclosure as events subsequent to
December 31, 2011:

During 2012 through March 9, we sold for $65 million certain Overrides in our Gomez Hub. Similar to
previous Overrides sold by us, the purchasers receive a designated portion of the revenues produced at the
Gomez Hub until they have obtained the amount of their investment plus a designated return. Once payout of
the Overrides has been achieved, the interests revert back to us. In March 2012, we entered into certain
commodity price derivatives contracts which have provided us with net cash advances of $19.4 million and
obligate us to pay market prices at the time of settlement. See also the discussion in Note 7, Other Long-term
Obligations of changes to deferred payments related to our Cheviot field in the North Sea.

On March 9, 2012, we entered into Amendment and Restatement and Incremental Loan Assumption
Agreement to the Credit Facility (“The Amendment”). The Amendment provides for an increase to the
principal amount of the Credit Facility from $210 million to the lesser of $365.0 million or 10% of the
Company’s Adjusted Consolidated Net Tangible Assets, as defined. The amendment also reduces the interest
rate of the Credit Facility from 9% fixed to a floating rate of 8.75% calculated based on a Libor floor of 1.50%
plus 7.25%. The other terms of the Credit Facility are essentially unchanged by the Amendment.

Note 17 —Supplemental Quarterly Financial Information (Unaudited)
(In Thousands, Except Per Share Amounts)

First Second Third Fourth
Quarter Quarter Quarter Quarter

2011
ReVENUES .......covvereerrrrereneereen oo $ 166,500 $ 172,883 $§ 170,135 $ 177,690
Costs, expenses and other (1) .......c....... 144,894 177,906 124,441 87,275
Income (loss) from operations............... 21,606 (5,023) 45,694 90,415
Net loss attributable to common

shareholders ..........ooveevvrecrecreneanens (119,547) (56,852) (5,591) (28,492)
Net loss per share attributable to : ‘

common shareholders (2): ,

BasiC...couveiniierrirereerecene (2.34) (1.11) 0.11) (0.56)

Diluted.....ccoeveeriivricniniineinicnennes (2.34) (1.11) (0.11) (0.56)
2010
REVENUES .....coveeeeceriereeiiiccciircscsiinens $ 93,029 $ 101,099 §$ 102,121 $§ 141,748
Costs, expenses and other (1) ................ 76,715 116,513 91,773 192,172
Income (loss) from operations............... 16,314 (15,414) 10,348 (50,424)
Net loss attributable to common ‘

shareholders (3).....c.covercrirurvesiinnnenes (886) (82,919) (58,350) (206,642)
Net loss per share attributable to

common shareholders (2):

BasiC..ccoeeienerieeeeene e (0.02) (1.63) - (1.15) (4.06)

Diluted......coveeererneereeenereereenievenienes (0.02) (1.63) (1.15) (4.06)
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- NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Included here is impairment of oil and gas properties the most signiﬁcant amounts of which are in the secoﬂd
quarter of 2011 and fourth quarter of 2010 when impairment was $45.7 million and $48.2 million,
respectively.

The sum of the per share amounts per quarter does not equal the total for the year due to changes in the
average number of common shares outstanding. ,

In the second quarter of 2010, we refinanced our long-term debt and recognized a loss on debt extinguishment
of $78.2 million. Also in the second quarter of 2010, we completed construction of the ATP Titan and
therefore ceased capitalizing related interest costs.
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Oil and Gas Reserves and Related Financial Data (Unaudited)
Capitalized.Costs Related to Oil and Gas Producing Activities

The following table summarizes capitalized costs related to our oil and gas operations as of December 31
(in thousands): : - “ ,

Gulf of
Mexico North Sea ' Total
2009
Oil and gas properties:
UNPIOVEA....corrreerirerrrssssnenerscsscssesseseesecsnsssersessesssessesasssessacsssnsssesssas $ 12,219 § 1,691 $ 13,910
PLOVEA ..orireiricreicriet et e ssene s et s e as e ssaes 3,261,445 347,686 3,609,131
Accumulated depletion, depreciation, impairment and amortization (1,025.741) (111,528) (1,137.269)
$ 2247923 § 2378490 § 2485772
2010
Qil and gas properties:
URPIOVEA. ....rneverrmcinireeeraserieesesrssssenissessesesaessnsassssnsarassssssassssesassas $ 9249 § 11,153 § 20,402
PIOVEA ..ottt ese st sbssssescasannssennes 3,813,325 478,115 4,291,440
Accumulated depletion, depreciation, impairment and amortization (1,265.217) _(141.989) (1,407,206)
$ 2557357 § 347279 § 2904636
2011
Oil and gas properties:
$ 10,711 § 12,234 § 22,945
. v 4,214,573 660,659 4,875,232
Accumulated depletion, depreciation, impairment and amortization (1,633.234) (127.522) (1,760.756)

$_ 2502050 §_ 545371 § 3,137,421
Costs Incurred

The following table sets forth certain information with respect to costs incurred in connection with our oil
and gas producing activities during the years ended December 31 (in thousands):

Gulf of
Mexico North Sea Total
2009
Unproved property acqUiSition COSES ......eeerererrerremrerricsrscncarruecneens $ 161 $ 4 $ 165
Development COStS......c.oceovvvrieerrerevereenrinnee 712,531 95,922 808,453
Exploration expenses............. 233 31 264
Oil and gas expenditures $ 712925 § 95957 § 808,882
2010
Property acquisition costs: ) :
PIOVEQ ..ottt srese sttt csa st se st b asse v srassnssnacn $ 20,283 $ - 3 20,283
Unproved .....c.coeeereecuenen 625 - 625
Development costs.......ccoeu.n. 533,553 139,890 673,443
Exploration expenses............. - 1,165 9 1.174
Oil and gas expenditures $§ 555626 $ 139899 § 695,525
2011
Unproved property acquisition costs $ 1,461 § 1,082 $ 2,543
Development costs......... 374,754 210,278 585,032
Exploration expenses............. 1.034 217 1.251
Oil and gas eXPEnAitures. ........vewererrerierieresersersnsenrsssssesssssssansenns $§ 377249 § 211577 §$ _ 588,826
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Results of Operations for Oil and Gas Producing Activities

The results of operations for oil and gas producing activities for the years ended December 31 below
exclude general and administrative expenses, interest charges and other non operating items except income tax
expense which was determined by applying the statutory rates to pretax operating results (in thousands).

Gulf of
Mexico North Sea Total
2009
Oil and gas production . $ 281,460 $ 17,030 $ 298,490
OHhET TEVEIUES ......vveveeerrreeeesecsseresseesssssecescsssassnsssssrsssssenssssssssesensns 13,664 — 13,664
Total revenues . 295,124 17,030 - 312,154
Lease operating....... ebetetusher sttt s ar et sa st s bt anarashes 74,973 9,983 84,956
Exploration eveeerresenesststa et st 233 31 264
Depreciation, depletion and amortization ............ciceeeeereeeeerireernenens 128,777 24,003 152,780 -
Impairment of oil and gas properties 45,799 - 45,799
Accretion of asset retirement obligation.. RS, 10,441 1,235 11,676
Loss on abandonment ................ N eveevirenees 2,872 - 2,872
(Gain) loss on disposal of properties...........couverurrrinneen. (13.177) 744 (12.,433)
Income (loss) before income taxes 45,206 © (18,966) 26,240
Income tax (expense) benefit......... ; (15.822) 9.484 (6.338)
Results of operations from producing activities (excluding ,
corporate overhead and interest costs) 29384 :
2010 v
Oil and gas production revenues ‘ . $ 416,836 $ 21,161  $ 437,997
LeaSE OPETAtING.........ccoviirmerireiinaeiiicncrersssseieistsssesnsasaesessissssssesadonie 126,394 6,150 132,544
Exploration 1,165 9 1,174
Depreciation, depletion and amortization .........c...eeceeeersivesnsnsnsuenne 200,457 20,200 220,657
Impairment of oil and gas ProPerties.........cooeeruveriveccmrrrerensrerssaranes 48,392 14,875 63,267
Accretion of asset retirement obligation.................coeveveeerrrreerecrennns 12,466 1,361 13,827
Drilling interTuption COSES........oueuveerrererrurecrssserssnssssssensssssssersserseresns 23,647 - 23,647
L 0SS 0N 8bandOonment ..........c.oveeeemiecereeeerecererieeeesesseeeessssseseessrsnessnne 4,829 - - 4,829
Gain on disposal Of PrOPEIties........ccovrrruererrerreruerserenserserannns (26.720) = (26,720)
Income (loss) before income taxes........coeuevuerererenn. 26,206 (21,434) 4,772
Income tax (expense) benefit............... rreteteae et neses (9,172) 10.717 1,545
Results of operations from producing activities (excluding )
corporate ovc?rhead and interest COSLS) ......uuvveemrerrereiersrererressenns g 17034 § 10717 $ 6317
2011
Oil and gas production FEVENUES ............c.cvveeeeeeererereressrseessesnnsernsens $ 668,184 § 19,024 . § 687,208
Lease operating..........c.cocoveeveeeenerennee 116,792 5,410 122,202
Exploration.........cccvvecorrenmsenvennene 1,034 217 . 1,251
Depreciation, depletion and amortization 285,966 12,608 298,574
Impairment of oil and gas properties........ 56,401 1,238 57,639
Accretion of asset retirement obligation.......... rereresaerrsasenererenesesaen 13,773 1,227 15,000
Dirilling interruption costs............. 19,691 - 19,691
Loss on abandonment ............c.ooveeevreevircereceiieennens . 3,916 - 3,916
Gain on disposal Of PrOPETLES ..........cvrvrmuverrissesmrrsssssmsermmsessresesseens (27.000) - (27.000)
Income (loss) before income taxes.........cc.oouenncee y 197,611 (1,676) 195,935
Income tax (expense) benefit (69.164) 838 _(68.326)
Results of operations from producing activities (excluding
corporate overhead and interest COStS) ..........vcuruerrerrecrreecrnraees $ 128447 § @38 $ 127.609

Oil and Natural Gas Reserves

Proved reserves are the estimated quantities of oil and gas, which, by analysis of geoscience and
engineering data, can be estimated with reasonable certainty to be economically producible — from a given date
forward, from known reservoirs, and under existing economic conditions, operating methods, and government
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regulations. Reservoirs are considered proved if shown to be economically producible by either actual
production or conclusive formation tests.

In December 2008, the SEC issued its final rule, “Modernization of Oil and Gas Reporting” (Release Nos.
33-8995; 34-59192; FR-78). The disclosure requirements under the final rule became effective for this filing
for the year ended December 31, 2009. The final rule changed a number of oil and gas reserve estimation and
disclosure requirements under SEC Regulations S-K and S-X. Subsequently, the FASB updated Extractive
Industries — Oil and Gas (Topic 932) to align the oil and gas reserves estimation and disclosure requirements
with the SEC’s final rule. Among the principal changes affecting us in the final rule are requirements to use
estimated future sales prices based on a first-of-month 12-month arithmetic average price for reserve
estimation and disclosure instead of a single end-of-year price; the ability to use new reliable technologies to
establish reasonable certainty of proved reserves; expanding proved undeveloped reserves disclosures,
including a discussion of proved undeveloped reserves that have remained undeveloped for five years or more;
and the requirement to disclose the qualifications of the chief technical person who oversees the company s
overall reserves estimation process. -

We have applied this guidance effective at December 31, 2009 in the supplemental oil and gas information
presented below and under Item 2 Properties. The adoption of these new rules has been treated as a change in
accounting principle that is inseparable from a change in accounting estimate, as it is impracticable to estimate
the impact of the new rules because of the cost and resources required to prepare duplicate reserve valuations.
Beginning with 2009, the first-of-month 12-month average prices for crude oil and natural gas for 2009 were
lower than the subsequent year-end spot prices applicable under the old rules. Because of the changes in
assumptions, the 2009 and beyond reserve valuations below may not be comparable to those of prior years.

In all years presented, 100% of our reserves were prepared by independent petroleum engineers. As of
December 31, 2011, we use Collarini Associates and Ryder Scott Company, L.P. The following table sets forth
our net proved oil and NGL and gas reserves (all from traditional resources) at December 31, 2008, 2009, 2010
and 2011 and the related changes for the years ended December 31, 2009, 2010 and 2011:
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Oil and NGL" (MBbis) Natural Gas (MMcf) Equivalent Barrels (MBoe)

Gulf of North Gulf of North Gulf of North
. Mexico Sea Total Mexico Sea Total Mexico Sea Total

Proved Reserves at :

December 31,

2008 ..., 39,811 25,502 65,313 210,759 110,986 C32 1,745 74,937 44,000 118,937
Revisions of previous :

estimates (2)....... .o 13,621 9 13,630 18,605 (740) 17,865 16,723 (114) 16,609
Purchases of minerals

in place.......cccee... 12 - 12 314 — 314 64 - 64
Extensions and -

discoveries ........... 2,340 — 2,340 15,349 3,127 18,476 4,898 521 5,419
Production................. (3.344) 9 (3.353) (11.988) (3.13H (15.119) (5.342) (531 (5.873)
Proved Reserves at

December 31, .

2009 ... 52,440 25,502 77,942 233,039 110,242 343,281 91,280 43,876 135,156
Revisions of previous

estimates.............. 743 126 869  (12,546) ~ (6373) (18919)  (1,348) (936)  (2,284)
Purchases of minerals

inplace......coceueee 1,617 - 1,617 2,990 - 2,990 2,115 - 2,115
Extensions and

discoveries ........... - s - - 824 824 - 137 137
Sales of minerals in

place....o.cennnenn.. (828) - (828)  (1,253) - (1,253) (1,037 - (1,037)
Production................. (4.464) (1) (4.471) (15.899) (3.252) (19.151) (7.114) (549) __ (7.663)
Proved Reserves at

December 31, ,

2010 ..o 49,508 25,621 75,129 206,331 101,441 307,772 83,896 42,528 126,424
Revisions of previous

estimates (1)......... 7,835 56 7,891 (62,111) 4,187  (57,924)  (2517) 754 (1,763)
Purchases of minerals

in place.......c.o.c.. 1,706 - 1,706 8,913 - 8,913 3,192 - 3,192
Production................. (6,107) “) (6,111) (15.095) (2.169) (17.264) (8,623) (365) (8.988)
Proved Reserves at

December 31, )

2011 e 52,942 25,673 78,615 138,038 103,459 . 241497 75,948 42917 118,865

(1) Beginning with December 31, 2011 proved reserves, we report NGL volumes as a component of oil volumes rather than
as a component of natural gas volumes and this conversion is reflected as revisions of previous estimates in 2011. Of the
amounts shown, natural gas volumes decreased by 29,288 MMcf and oil and NGL volumes increased by 7,927 MBbI due
to the change. The reason for the change is that, due to prevailing market prices and for the foreseeable future, we expect
to be able to realize significant additional value from our natural gas streams by processing out NGLs. Additionally,
natural gas volumes were revised downward by 17,292 MMcf at MC941 as one of the reservoirs on the block was found
to contain more oil and less natural gas than originally estimated. Finally, natural gas volumes were revised downward by
5,833 MMcf related to unproduced volumes on our South Timbalier Block 77 property which expired in 2011.

(2) These revisions relate to our Gomez and Telemark Hubs pdmaﬁly related to well perfbrmance and drilling results. -

Eguivalent Barrels (VMBoe)

Gulf of

- Megico

15,246
22,402
26,308

‘North

2,128 17,374
1,391 23,793
996 27,304

___Oil and NGL (MBbls) Natural Gas (MMcf)

Gulf of North Gulf of North

Mexico Sea Total Mexico Sea Total _

Proved Developed

Reserves at
December 31, 2009 ... 7,826 4 7,830 44,517 12,745 57,262
December 31,2010... 13,626 4 13,630 52,656 8,323 60,979
December 31, 2011... 18,590 6 18,596 46,309 5,940 52,249
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Standardized Measure

. The standardlzed measure of discounted future net cash flows relating to proved oil and natural gas

reserves for years ended December 31, is shown below (in thousands):

North Sea . Total

$ 1,965,631 $ 6,007,505
' (353,644)  (1,072,498)
(577,080)  (1,469,008)
_(317.628) (446.683)

717,279 " 3,019,316
(465.857) _(1.244.609)

$ 251422 § 1,774,707

$ 2,600,173 $ 7,477,031
(315814)  (1,383,160)
(950,870)  (1,742,809)

(346.104) (504.197) -

987,385 3,846,865
_(668.640) __(1.498.105)

$ 318745 $ 2,348,760

$ 3,675947 $ 9,409,196
(350,953)  (1,201,043)
(773,226)  (1,355,052)
(801.896) _ (1.284.869)

1,749,872 5,568,232
(906.981) _(2.037,308)

Gulf of
Mexico

2009

FUture Cash INFIOWS ......cevueeeeeiriicniiinniieeeeseresssssssesssesessesssssessssesens $ 4,041,874
Future Operating EXpeNSeS.........cceeiviremsesiresesescmesivsiseccseressassssssenssnns (718,854)
Future development COSES..........cvvrrrierercrnrrrseeciveremrunrocsseseocsssasseness (891,928)
FULUTE INCOME TAXES......cucvvcrreceeraneressssnasesessraressassessssasssessssnsesscnsesaes (129.,055)
Future net Cash flOWS.......coocrverecrureensiinsniessenessessssresssnnisesssssssossanenes 2,302,037
10% annual ISCOUNL ........ovcecvurierrrenrerassersassisercssasssnesisersssssmsaesesnesens (778.752)
Standardized measure of discounted future net cash flows............... $ 1523285
2010 .

Future cash INfIOWS .....cccovviiieeeiecieecreseeee e eseesesesessensssaseseses $ 4,876,858
Future Operating XpenSses........ouomursivseserismsisssssnsssrssensesssssressssssenssenses (1,067,346)
Future development COSES........ccoeruerrenrcmsinrnesisnnemssineressssnnssssemsareosse (791,939)
FULUTE INCOME TAXES........crurreeerrcrnrrerersmnsasensasssrsisssosssasesersssssessssasescas (158.093)
Future net cash flows.............c........ rveessnerserassrentsnrenssseasensasearerdsnsensanne 2,859,480
10% annUal dISCOUNL .......cvovreeereeremesrserersrrensersssesesseassenstsesesssssnsasssens (829.465)
Standardized measure of discounted future net cash flows............... $ 2,030,015
2011

Future cash inflOWS .......oveveiiemiirireiensirssessssssssssssenes . $ 5,733,249
Future Operating eXpenses...........coewrersesessesserssaes ceeesersnassassaens (850,090)
Future development COStS.........ccvrmiimminicminieneiinineimsn: (581,826)
FULUIE INCOME TAXES......0rvrrerererrierseessrornerssenssesesssssensessssnsasesesssnssenss (482.973)
Future net cash floWs.......o.coieeiienieciinecieeecesrenesseessecssesesssssssesees 3,818,360
10% annual diSCOUNL ......c.ovceruemreecscricrmsurieeserinseesiessisssemsssessssssssssesens (1,130,327)
Standardized measure of discounted future net cash flows............... $ 2,688,033

$ 842891 § 3530924

‘Future cash inflows are computed by applying average oil and gas prices to the year-end estimated future
production of proved oil and gas reserves. The average prices used for this calculation are unweighted
arithmetic averages of quoted market closing prices for the first day of each month, adjusted by property-
specific differentials to those market prices based on product quality and transportation costs to market.
Estimates of future development and operating costs are based on year-end costs and assume continuation of
existing economic conditions. Estimated future income taxes are based on current laws and tax rates, projected
into the future. We will incur significant capital expenditures in the development of our Gulf of Mexico and
North Sea oil and gas properties. The estimated future net cash flows are then discounted using a rate of 10%
per year to reflect the estimated timing of the future cash flows. The standardized measure of discounted future

net cash flows is the future net cash flows less the computed discount.
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The following base prices were used in determining the standardized measure as of December 31:

Qil and NGL ($/Bbl) __Natural Gas ($/Mch
UK Dutch i UK. Dutch
Gulf of North North Gulf of North North -
Mexico Sea Sea Mexico Sea Sea
2000 ...t erseeaeres 61.18 59.73 50.35 3.87 4,95 8.27
2010 it 79.43 79.71 - 4.38 6.58 -
2001 e e nas - 796.16 111.26 - 412 9.02 ; -

F-42



ATP.OIL & GAS CORPORATION AND SUBSIDIARIES
SUPPLEMENTAL DISCLOSURES ABOUT OIL AND GAS PRODUCING ACTIVITIES

Changes in Standardized Measure

Changes in standardized measure of future net cash flows relating to proved oil and natural gas reserves

are summa"ﬁzed below for the years ended December 31 (in thousands):

Gulf of
Mexico North Sea Total
2009
Beginning Of YEar ........cc.cveieveeuerrrerersnnsereresssesssssssasasenns $ 953335 $_ 174747 $ 1,128,082
Sales of oil and gas, net of production costs..........c..cv..u.... (208,396) (7,047) (215,443)
Net changes in iNCOME tAXES ...ccvevrvereveeerereerenniareensensonnaen, (98,144) 30,749 (67,395)
Net changes in price and production Costs.........ccovurerunens. 228,126 (24,901) 203,225
Revisions of quantity estimates...........oeoereverereenersearscnnens. 368,227 (1,274) 366,953
Extensions and diSCOVETIES.........ovvevereverresrenreersserneensenenes 105,788 11,337 117,125
Accretion of diSCOUNL.........ccocoviviereeeiiinieesrere et eeseeees 95,343 32,169 127,512
Development costs InCUITEd .......ccvueverreereecrrrcninneinresernens 359,376 68,752 428,128
Changes in estimated future development costs............... (280,689) (7,663) (288,352)
Purchases of minerals in place ........ccovecreverrrcninencnrencanens (1,639) - (1,639)
Changes in production rates, timing and other ................. 1.958 (25.447) (23.489)
569.950 76,675 646,625
End of year........oomiiiciciinicnceccec e, $ 1523285 $ 251422 $ 1,774,707
2010 .
Beginning of Year .........c.covvevevveeirrinrenecesineseneenaesesenenne. $ 1.523.285 $§ 251.422 $ 1.774.707
Sales of oil and gas, net of production costs ..........c..c.cee.. (290,443) (15,011) (305,454)
Net changes in iNCOME tAXES ......coveermrureereererersencrirecrarenens (23,113) (13,953) (37,066)
Net changes in price and production COSts..........cc.ccrerennene. 499,596 260,311 759,907
Revisions of quantity eStimates..........coeeeereneeremsecccreeneae, (40,393) (17,872) (58,265)
Extensions and diSCOVETies........coo.evccvevrrreirnerinireenenina. - 3,927 3,927
ACCTEtion Of dISCOURL........uuvverereerrreetsreseeessesssssssnsessssceess 162,152 36,761 198,913
Development Costs INCUITEd ........ovevveeririrerirercnenerinsensenens 306,288 134,837 441,125
Changes in estimated future development costs................. (73,339) (171,218) (244,557)
Purchases of minerals in place .......c.oocvvveverecneerenennenennn. 12,714 - 12,714
Sales of minerals in Place.........ocevceevvrreecvreereeversnreeverenns (36,043) - (36,043)
Changes in production rates, timing and other ................. (10.689) (150.459) (161.148)
: : 506,730 67.323 574,053
ENQ Of YEAT ... e rrecrirenirireerrinesiresaseseesesssessessesesasssnenaas $ 2,030,015 $ 318745 $ 2,348,760
2011
Beginning 0f YEar .......c.ccvcvvneecnierereniscnnecnnieeseesensecns $ 2,030,015 $ 318.745 $ 2.348.760
Sales of oil and gas, net of production costs ...........c......... (551,392) (13,614) (565,006)
Net changes in iNCOME 1AXES ......cvvrerreererraerersaresarsssesennn (183,028) (235,429) (418,457)
Net changes in price and production COStS..........ceeerrrennen. 1,110,827 335,313 1,446,140
Revisions of quantity eSHMAtES..........ccverveerrereeraensserrennen. (114,829) 19,662 (95,167)
Accretion Of diSCOUNL........c.ccvivveriveeriienreriirecereeeeesineseevens 215,137 44,889 260,026
Development COSts INCUITEA ......cvovervevernrernrsrenensiesesennnnes 222,727 153,509 376,236
Changes in estimated future development costs................ 21,384 11,430 32,814
Purchases of minerals in place .......c.cevvverveerrereecnererrenenens 150,303 - 150,303
Changes in production rates, timing and other ................. (213.111) 208.386 (4.725)
: 658.018 524,146 1,182.165
BN Of YEar. ...ttt $ 2,688,033 $§ 842891 $ 3.530,924

F-43



ATP OIL & GAS CORPORATION AND SUBSIDIARIES
SUPPLEMENTAL DISCLOSURES ABOUT OIL AND GAS PRODUCING ACTIVITIES

Sales of oil and natural gas, net of production costs, are based on historical pre-tax results. Sales of
minerals in place, extensions and discoveries, purchases of minerals-in-place and the changes due to revisions
in standardized variables are reported on a pre-tax discounted basis, while the accretion of discount is
presented on an after-tax basis.
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SCHEDULE I - PARENT COMPANY FINANCIAL STATEMENTS

ATP OIL & GAS CORPORATION

UNCONSOLIDATED BALANCE SHEETS OF REGISTRANT

(In Thousands, Except Share Amounts)

Assets
Current assets:

Cash and cash equivalents
Restricted cash
Accounts receivable (net of allowance of $225 and $291, respectively) .......ccoccureeenuenne
Accounts receivable — intercompany
Deferred tax asset
Derivative asset
Other current assets
Total current assets

Oil and gas properties (using the successful efforts method of accounting):
Proved properties
Unproved properties

Less accumulated depletion, depreciation, impairment and amortization..............ceeeuee.
Oil and gas properties, net
Deferred financing costs, net
Investment in and advance to subsidiaries
Notes receivable — intercompany
Other assets, net

Total assets

Liabilities and Equity
Current liabilities:

Accounts payable and accruals
Accounts payable —~ intercompany
Current maturities of long-term debt
Asset retirement obligation
Derivative liability
Other current liabilities
Total current liabilities

Long-term debt
Other long-term obligations
Asset retirement obligation
Deferred tax liability
Derivative liability
Deferred revenue
Total liabilities

Commitments and contingencies (Note 12, Notes to Consolidated Financial Statements
in Part II, ftem 8)

Temporary equity: ‘
8% convertible perpetual preferred stock: $0.001 par value; 806,847 issued and

outstanding at December 31, 2011; None issued and outstanding at December

31, 2010. Liquidation value of $80.7 million.

Shareholders’ equity:
8% convertible perpetual preferred stock: $0.001 par value, 10,000,000 shares
authorized; 2,318,153 issued and outstanding at December 31, 2011; 1,400,000
issued and outstanding at December 31, 2010. Liquidation value of $231.8
million and $140.0 million at December 31, 2011 and 2010, respectively. .........courr.-
Common stock: $0.001 par value, 100,000,000 shares authorized; 52,034,547
issued and 51,958,707 outstanding at December 31, 2011; 51,347,163 issued and
51,271,323 outstanding at December 31, 2010
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Treasury stock, at cost
Total shareholders’ equity
Total liabilities and equity

December 31,
2011 2010
$ 48,106 $ 124,047
4,839 -
64,980 69,660
480 8,191
2,194 1,688
25,558 22,735
146,157 226,321
2,691,609 2,325,507
10,711 9,249
2,702,320 2,334,756
(1.423.859) (1,157.412)
1,278,461 1,177,344
30,732 38,897
1,034,671 1,193,462
290,470 93,280
12,832 12.504
$ 279323 § 2741808
$ 227,933 $ 176,843
12,038 3,119
2,066 1,500
44,577 40,472
68,778 35,581
72,541 32,959
427,933 290,474
1,697,966 1,639,036
398,203 431,626
101,831 115,017
480 8,191
521 5,478
2,626,934 2,489,822
70,055 -
222,681 140,000
52 51
529,669 570,739
(548,765) (356,866)
(106,392) (101,027)
(911) (911)
96.334 251,986
$ 2793323 § 2741808

See notes to unconsolidated financial statements of registrant.
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ATP OIL & GAS CORPORATION
UNCONSOLIDATED STATEMENTS OF OPERATIONS OF REGISTRANT

(In Thousands)
Year Ended December 31
2011 2010 2009
Revenues:
Oil and gas production .............ceeveeerrerversersrererssnnnns $ 668,184 $§ 416,836 $ 281,460 -
OBhET ...ttt rese st st sesa s s seaen - - 13.664
668.184 416.836 295.124
Costs, operating expenses and other:
Lease OPErating ........ccccceverureerrcererreesansesesesnssesisssnsessans 116,792 126,394 74,973
Processing costs — intercompany ...........cccovueverirreneeenns 98,059 58,031 32,937
EXPIOTAtioN. ......cvvcreveeenreriienceriseneessssesernnsereseansssesosans 1,034 ‘1,165 233
General and administrative ..........ccoceeeeveveinrneerieerennne 36,274 42,085 41,397
Depreciation, depletion and amortization.................... 210,248 179,042 121,125
Impairment of oil and gas properties..............cc..vuuve... 56,400 48,392 45,799
Accretion of asset retirement obligation...................... 12,903 12,466 10,441
Drilling interruption COStS .........ovvvemerirecsessersessrsneeens 19,691 23,647 -
Loss on abandonment ............cecccevvereeervenerneeesmeeseenens 3,916 4,829 2,872
Gain on exchange/disposal of properties..................... (27,000) (26,720) (13,177)
OFher, DEL ...ttt sreeesrnsne e ereteseseresessanss (2) _(948) - (743)
528,315 468,383 315.857
Income (loss) from Operations..............eeeeeeererrrerreeneesinas 139,869 (51,547 (20.733)
Other income (expense):
Interest INCOME ........eoeevrrerreereernereeivereseereessesesnneranes - 236 16
Interest eXpense, Nt ..........ccecieereeveerreecienensessesreneanns (299,351) (221,808) (45,955)
Derivative income (EXpense) .........ccviveeerrureersererersenenns 23,372 (16,253) (9,834)
Loss on debt extinguishment ..........c.cceccevvennureerennes 1,095 (75,316) -
Equity in subsidiary earnings, net of tax .................... (56.884) 3.116 8,660
(331,768) (310,025) (47.113)
Loss before income taxes..........cocvveureveneeereensnenscesenens _(191.899) (361.572) (67.846)
Income tax (expense) benefit:
CUITEN .....coceeeenreereerecireeescareeaase st s vesessenrsssssaens - 924 (924)
Deferred... ...t enes s eresanene - 23,099 19,809
- 24,023 18,885
NELIOSS. ettt rnrete e e nsene s erebeteversrsassnsnssessens (191,899) (337,549) (48,961)
Less convertible preferred stock dividends...................... (18.583) (11.248) (2.856)
Net loss attributable to common shareholders ................ $ (210482) § (348,797) $__ (51.817)

See notes to unconsolidated financial statements of registrant.
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ATP OIL & GAS CORPORATION
UNCONSOLIDATED STATEMENTS OF CASH FLOWS OF REGISTRANT

(In Thousands)
—Year Ended December31,
2011 2010 2009
Net cash provided by (used in) operating activities ............cc....... $ 113648 $ (100773) $ 162,309
Cash flows from investing activities
Additions to oil and gas Properties ............eeceereeerererererenseernens (234,861) (534,295) (551,555)
Proceeds from disposition of properties .............ceeeeevererersraen. 27,000 17,053 . 13,000
Increase in restricted Cash ........cccovverieveceernnensenreneeenresinrensessnnns (4,841) - -
Distributions from SubSIdiaries .............e.eeeveirverrrerseeeneerereennns 109.419 218.790 144,271
Net cash used in investing aCtiVities ...........courerencrnrrsenccrcrasesenns (103.283) (298.452) (394.284)
Cash flows from financing activities » ,
Proceeds from senior second lien notes. - 1,492,965 L -
Proceeds from first lien term loans........... , . 59,400 147,000 —
Proceeds from term loans..........ccccceveveeeienene. reereteesenereneassnes - 46,000 19,000
Payments Of term L0aNS ..........c.ececeereeereirecrierereressessssensnriesens (2,087)"  (1,263,360) (176,511)
Deferred financing costs.........c.ccceveureene. (1,561) (53,017)  (6,490)
Loans to subsidiaries ......c....cccoeverecrecaeraneeseerens rereerestnreeanaereaens (213,758) (68,116) (157,680)
Payments from subsidiary 10ans ............ccccceeeeszreeeneennnirenens 16,569 16,494 146,105
Issuance of common stock, net of COSts......covreirvrrereererccenennn. - - 170,629
Issuance of preferred stock, net 0f COStS ........evuvereerererrerivrenns ) 149,866 - 135,549
Purchase of capped-call options on ATP common stock.......... (26,500) - -
Proceeds from other long-term obligations ..........ccccoceeveeneneee. 85,326 231,888 © 89,011
Payments of other long-term obligations............ccceevveeerrreeeenas (163,364) (102,818) (2,298)
Preferred stock-dividends........... eereesnnannneres et ritaenns (15,098) (11,276) -
Derivative CONMIacts, NEL.........c.ccveveereererererrenrererreeesseseseesesesees 67,129 - =
Other fINancings, NEt .......cc.ccoveeuereceercrureemecreserrsneereceeesssssaseenses (42,433) (11,180) : -
Exercise of stock options/Warrants ...........c.ieceeeersevscrcmesserenes 205 3.609 3
Net cash provided by (used in) financing activities ........... (86,306) 428,189 - 217318
Increase (decrease) in cash and cash equivalents..........c...ocoeuennee (75,941) 28,964 (14,657)
Cash and cash equivalents, beginning of year...........cccoceverurueeee 124.047 95.083 _109.740
Cash and cash equivalents, end of year ...........ccocoeiviiincniecicnen $ 48106 § 124047 § 95,083

See notes to unconsolidated financial statements of registrant.



ATP OIL & GAS CORPORATION
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS OF REGISTRANT

Note 1 — Basis of Presentation

The financial statements of ATP Oil & Gas. Corporation (the “Registrant” or “Parent Company”) have
been prepared pursuant to Rule 5-04 of Regulation S-X of the Securities Exchange Act of 1934, as amended,
because certain of ATP’s subsidiaries are contractually prohibited from making payments, loans or transferring
assets to the Parent Company or other affiliated entities. Specifically, under the terms of our ATP Titan facility,
ATP Titan, LLC is restricted from transferring assets or making dividends in excess of one quarter’s debt
service plus $10.0 million at any time. Additionally, ATP-IP is prohibited from making distributions to ATP
Oil & Gas Corporation other than those specifically provided for in the Partnership Agreement. The restricted
net assets associated with each of these entities exceed 25% of the consolidated net assets of ATP Oil & Gas
Corporation as of December 31, 2011 and 2010.

For purposes of these financial statements, the Parent Company’s investments in wholly owned
subsidiaries are accounted for under the equity method. Under this method, the accounts of the subsidiaries are
not consolidated. The investments in and advances to subsidiaries are recorded in the unconsolidated balance
sheets. The income (loss) from operations of subsidiaries is reported on an equity basis as equity in subsidiary
earnings, net of tax, in the unconsolidated statements of operations of registrant. These statements should be
read in conjunction with the consolidated financial statements and notes thereto, included in Part II, Item 8 of
in this Annual Report on Form 10-K.

Note 2 — Notes Receivable — Intercompany

Notes receivable — intercompany represents cumulative net advances to ATP Oil & Gas (UK) Limited and
ATP Oil & Gas (Netherlands) B.V. that are subject to intercompany loan agreements (the “Notes”). The Notes
provide for borrowings to each subsidiary on a revolving basis of up to $800.0 million. Outstanding balances
bear interest at the same rate of interest as the principal borrowings of ATP Qil & Gas Corporation, which at
December 31, 2011 was 11.875%. The Notes mature on June 27, 2018.



ATP OIL & GAS CORPORATION AND SUBSIDIARIES

SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 2011

2009
Allowance for doubtful accounts................
- Valuation allowance on deferred tax assets

2010
Allowance for doubtful accounts................
Valuation allowance on deferred tax assets.

2011
Allowance for doubtful accounts................
Valuation allowance on deferred tax assets.
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(In Thousands)
Balance at  Charged to
Beginning Costs and
of Period Expenses
$ 352  § 86

3,025 1,300
291 -
4,325 94,835
225 -
99,061 62,118

Charged to
Other

Accounts

(99)

€] 1;)

Deduction
$ (147 $
(66)

Balance
at End

of Period

291
4,325

225
99,061

225
160,860
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