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PART |. FINANCIAL INFORMATION
It em 1. Financial Statements
Rosetta Resources Inc.
Consolidated Balance Sheet
(In thousands, except share amounts)

Assets
Current assett
Cash and cash equivalel
Restricted cas
Accounts receivabl
Derivative instrument
Prepaid expenst
Other current asse
Total current asse
Oil and natural gas properties, full cost methddylich $24.8 million at September 30, 2009 and.$50
million at December 31, 2008 were excluded from diznation
Other fixed assets

Accumulated depreciation, depletion, and amortiratincluding impairment
Total property and equipment, r

Deferred loan fee
Deferred tax assi
Other assets
Total other assets
Total asset

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl
Accrued liabilities
Royalties payabl
Derivative instrument
Prepayment on gas sa
Deferred income taxe
Total current liabilities
Long-term liabilities:
Derivative instrument
Long-term debi
Other long-term liabilities
Total liabilities

Commitments and contingencies (Note

Stockholders' equity

Preferred stock, $0.001 par value; authorized®@ID shares; no shares issued in 2009 or

Common stock, $0.001 par value; authorized 1500@@shares; issued 51,187,734 shares and 51,0%
shares at September 30, 2009 and December 31, 23p@&ctively

Additional paic-in capital

Treasury stock, at cost; 186,861 and 155,790 slzr®sptember 30, 2009 and December 31, Z
respectively

Accumulated other comprehensive inco

Accumulated defici

Total stockholders' equi

Total liabilities and stockholders' equity

September December
30, 31,
2009 2008

(Unaudited)

$ 65,69¢ $ 42,85!

- 1,421

18,94¢ 41,88t

20,30¢ 34,74

3,81¢ 5,04¢

5,28: 4,071

114,04 130,02(

1,983,51. 1,900,67:

11,91¢ 9,43¢

1,995,42! 1,910,11.
(1,427,71) (935,85)

567,71t 974,26(

5,401 1,16¢

175,96« 42,65:

2,13¢ 6,27¢

183,50: 50,09¢

$ 865,26t $ 1,154,37

$ 2,04¢ $ 2,26¢

27,71( 48,82

12,97¢ 17,38t

25¢ 98t

7,20: 19,38:

7,46 12,57t

57,66 101,42:

1,47¢ -

288,62¢ 300,00(

27,76¢ 26,58¢

375,53¢ 428,00t

51 51

778,42 773,67t
(3,290 (2,672

11,67 24,07¢
(297,13() (68,767)

489,72! 726,37.

$ 865,26f $ 1,154,37

The accompanying notes to the financial statermemetsin integral part hereof.
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Revenues
Natural gas sale
Oil sales
Total revenue
Operating Costs and Expens
Lease operating expen
Depreciation, depletion, and amortizat
Impairment of oil and gas properti
Treating and transportatic
Marketing fees
Production taxe
General and administrative costs
Total operating costs and expenses
Operating income (los

Other (income) expen:
Interest expense, net of interest capitali
Interest incom
Other (income) expense, r

Total other expense

Income (loss) before provision for income ta
Provision for income taxe

Net income (loss

Earnings (loss) per share
Basic

Diluted

Weighted average shares outstanding
Basic
Diluted

The accompanying notes to the financial statememetan integral part hereof.

Rosetta Resources Inc.

Consolidated Statement of Operations

(In thousands, except per share amounts)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008

$ 60,04¢ $ 114,30¢ $ 201,36( $ 362,89:
4,43¢ 15,72¢ 16,11¢ 49,94:
64,48¢ 130,03t 217,47¢ 412,83!
13,31% 12,85 47,92: 40,44¢
23,02¢ 46,95: 95,92¢ 150,10:
- 205,65¢ 379,46: 205,65¢
1,80¢ 1,78( 4,60¢ 4,62¢
27 84C 58t 2,60z
1,10¢ 2,33¢ 4,18: 11,52¢
10,41« 15,41¢ 32,35¢ 41,04:
49,69¢ 285,84. 565,04! 456,00:
14,78¢ (155,801) (347,56 (43,169
5,23¢ 3,18¢ 13,88( 11,20¢
(16) (58¢€) (93 (1,14
(11) (40) 14¢ (170)
5,217 2,56( 13,93¢ 9,89¢
9,57¢ (158,36() (361,509 (53,06¢)
3,84¢ (58,997) (133,13f) (20,495
$ 5731 $ (99,37 $ (228,36) $ (32,57)
$ 011 $ (1.9¢) $ (4.4¢) $ (0.64)
$ 011 $ (1.9¢) $ (4.4¢) $ (0.64)
50,99: 50,81: 50,96: 50,63¢
51,29: 50,81 50,96: 50,63¢
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Rosetta Resources Inc.
Consolidated Statement of Cash Flows

Cash flows from operating activiti
Net income (loss

(In thousands)
(Unaudited)

Adjustments to reconcile net income (loss) to rehcfrom operating activitie

Depreciation, depletion and amortizat
Impairment of oil and gas properti
Deferred income taxe

Amortization of deferred loan fees recorded asr@geexpens
Amortization of original issue discount recordedraerest expens

Stock compensation exper
Other nor-cash item:
Change in operating assets and liabilit
Accounts receivabl
Prepaid expense
Other current asse
Other asset
Accounts payabl
Accrued liabilities
Royalties payable
Net cash provided by operating activit
Cash flows from investing activitie
Acquisition of oil and gas properti
Purchases of oil and gas as:
Disposals of oil and gas properties and as
Decrease in restricted cash
Net cash used in investing activiti
Cash flows from financing activitie
Borrowings on revolving credit facilit
Payments on revolving credit facili
Deferred loan fee
Proceeds from stock options exerci:
Purchases of treasury stock
Net cash (used in) provided by financing activities

Net increase in cas
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of period

Supplemental nc-cash disclosure:
Capital expenditures included in accrued liabitie

The accompanying notes to the financial statememetan integral part hereof.

Nine Months Ended

September 30,
2009 2008
$ (228,36) $ (32,577)
95,92¢ 150,10:
379,46 205,65¢
(131,056 (24,939
1,621 88t
22¢ -
4,951 4,97t
- (41¢)
22,93¢ 1,54«
1,23( 4,86:
(1,219 181
(444 192
(222 3,04¢
(5,54¢) 4,51¢
(16,589 8,26t
122,92 326,30:
(3,72) (29,570
(99,19) (167,629
19,48: 27
1,421 -
(82,009 (197,177
28,40( -
(40,000 -
(5,85%) -
- 3,66¢
(61¢) (831)
(18,079 2,83¢
22,84 131,96
42,85¢ 3,21¢
$ 65,69¢ $ 135,18:!
$ 9,48¢ $ 23,31¢
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Rosetta Resources Inc.
Notes to Consolidated Financial Statements (unauditl)
(1) Organization and Operations of the Company

Nature of Operations. Rosetta Resources Inc. (together with its cons@ilaubsidiaries, the “Company”) is an independédrdand gas
company that is engaged in oil and natural gasoeafbn, development, production and acquisitidtivéies in the United States. The
Company’s main operations are primarily concentritethe Sacramento Basin of California, the Rogkike Lobo and Perdido Trends in
South Texas, the State Waters of Texas and theabMEexico.

These interim financial statements have not beeitedi However, in the opinion of managementadjustments, consisting of only
normal recurring adjustments necessary for a faisgntation of the financial statements have beenoded. Results of operations for interim
periods are not necessarily indicative of the tssefl operations that may be expected for theeg®ar. In addition, these financial statements
have been prepared in accordance with the insbnstio Form 10-Q and, therefore, do not includélialtlosures required for financial
statements prepared in conformity with accountinggiples generally accepted in the United StafeSmerica. These financial statements
and notes should be read in conjunction with thenany’s audited Consolidated Financial Statememdstlae notes thereto included in the
Company’s Annual Report on Form 10-K for the yaadledd December 31, 2008 ("2008 Annual Report”)preparing these financial
statements, the Company has evaluated eventsarghttions for potential recognition or disclogiweugh November 6, 2009, the date the
financial statements were issued, and have condltigg there were no subsequent events.

Certain reclassifications of prior year balanceghaeen made to conform them to the current yesgegmitation. These reclassifications
have no impact on net income (loss).

(2) Summary of Significant Accounting Policies
The Company has provided a discussion of signifieanounting policies, estimates and judgmenttsi@008 Annual Report.

Principles of Consolidation. The accompanying consolidated financial statemastof September 30, 2009 and December 31, 2@D8 an
for the three and nine months ended September083, 2nd 2008 contain the accounts of the Compadytamajority owned subsidiaries
after eliminating all significant intercompany bates and transactions.

Recent Accounting Developmen
The following recently issued accounting developtadrave been applied or may impact the Companytiré periods.

Business Combinations. In December 2007, the Financial Accounting Stadsi®oard (“FASB”) revised the authoritative guidarior
business combinations, extending its applicabibitall transactions and other events in which ortéyeobtains control over one or more other
businesses. The revised guidance broadens theafar measurement and recognition of assets ahjdiabilities assumed, and interests
transferred as a result of business combinatiodsequires that acquisition-related costs incupear to the acquisition be expensed. The
revised guidance also expands the definition oftwoalifies as a business, and this expanded diefiniould include prospective oil and gas
purchases. This could cause us to expense tréomsaoists for future oil and gas property purchasaswe have historically
capitalized. Additionally, this guidance expankis tequired disclosures to improve the financiaeshent usersbilities to evaluate the natt
and financial effects of business combinationsis Giidance is effective for business combinatifmnsvhich the acquisition date is on or after
January 1, 2009. The adoption of the revised guiealid not have a significant impact on our costéd financial position, results of
operations or cash flows.

Non-controlling Interests in Consolidated Financial Satements.  In December 2007, the FASB issued authoritativelguie which
improves the relevance, comparability and transparef the financial information that a reportingtigy provides in its consolidated financial
statements by establishing accounting and repostiaigdards for the non-controlling interest in bssgdiary and for the deconsolidation of a
subsidiary. This guidance is effective for fisgahrs beginning after December 15, 2008. The #&lopf this guidance did not have a
significant impact on our consolidated financiaspion, results of operations or cash flows.

Disclosures about Derivative Instruments and Hedging Activities. In March 2008, the FASB issued authoritative guddarelated to
disclosures about derivative instruments and hegaativities, which is intended to improve finareigporting about derivative instruments
and hedging activities by requiring enhanced d@ales. This guidance is effective for fiscal ydsgginning after November 15, 2008. The
Company adopted the disclosure requirements begjnidnuary 1, 2009. See Note 4 - Commodity Hed@mtracts and Other Derivatives.




Table of Contents

Fair Value Measurements. In February 2008, the FASB issued authoritativelgnce which delayed the effective date of fair galu
accounting for nonfinancial assets and liabilites;ept for items that are recognized or disclagedir value in the financial statements on a
recurring basis (at least annually), until fiscahys beginning after November 15, 2008. Begindanguary 1, 2009, we implemented the
guidance for nonfinancial assets and liabiliti#fe adoption of this guidance did not have an ihpamur consolidated financial position,
results of operations or cash flows. In Octobd¥&@he FASB issued guidance on determining threvédue of a financial asset when the
market for that asset is not active. This guidasiadfies the application of fair value accountinga market that is not active and provides an
example to illustrate key considerations in deteing the fair value of a financial asset when ttekat for that financial asset is not active.
This guidance was effective upon issuance, inolyigirior periods for which financial statementsédaot been issued. We applied this
guidance to financial assets measured at fair v@hug recurring basis at September 30, 2009. $&& - Fair Value Measurements. The
adoption of this guidance did not have a signifidarpact on our consolidated financial positiorsukés of operations or cash flows.

In April 2009, the FASB issued authoritative guidarto provide additional application guidance ankamce disclosures regarding fair
value measurements and impairments of securifibss guidance provides guidelines for making falue measurements for assets and
liabilities for which the volume and level of adtiwfor the asset or liability have significantlgdreased or for transactions that are not orderly
more consistent with the principles presented iieggguidance, enhances consistency in finaneipbrting by increasing the frequency of fair
value disclosures, and provides additional guidatesigned to create greater clarity and consistemagcounting for and presenting
impairment losses on securities for other-than-tnamy impairments. This guidance is effectiveifderim and annual periods ending after
June 15, 2009, with early adoption permitted faiqus ending after March 15, 2009. We applied thislance for the period ended June 30,
2009 and the adoption did not have a significaqtaot on the Company’s consolidated financial posjtresults of operations or cash flows.

Subsequent Events. In May 2009, the FASB issued authoritative guidameesubsequent events to incorporate accountirdague that
originated as auditing standards into the bodyutti@ritative literature issued by the FASB. Thisd@nce requires the evaluation of
subsequent events through the date the finaneitdents are issued or are available for issughendisclosure of the date through which
subsequent events were evaluated and the basigtatate. This guidance is effective for inteend annual financial periods ending after
June 15, 2009. The Company adopted the requirasnoéititis guidance for the period ended June 309 2hd the adoption did not have a
significant impact on our consolidated financiasiion, results of operations or cash flows. Se¢eN — Organization and Operations of the
Company.

FASB Codification. In July 2009, the FASB issued guidance making h8B Accounting Standards Codification the singlarse of
authoritative nongovernmental U.S. GAAP. The Cigdifon is not intended to change GAAP, howevewilitrepresent a significant change
researching issues and referencing U.S. GAAP enfital statements and accounting policies. Thidagice is effective for financial
statements issued for interim and annual periodsgrafter September 15, 2009. We applied thidanie for the period ended September 30,
20009.

Oil and Gas Reporting Requirements. In December 2008, the Securities and Exchangentission (“SEC”) released Release No. 33-
8995, “Modernization of Oil and Gas Reporting” (tfiRelease”). The disclosure requirements underRdlease will require reporting of oil
and gas reserves using an average price basedhgprior 12-month period rather than year-endgsrignd the use of new technologies to
determine proved reserves if those technologies baen demonstrated to result in reliable conahssabout reserves volumes. Companies
will also be allowed, but not required, to disclgsebable and possible reserves in SEC filingsaddition, companies will be required to
report the independence and qualifications ofdaterves preparer or auditor and file reports whigniré party is relied upon to prepare reserves
estimates or conduct a reserves audit. The neslodizre requirements become effective for the Capeeginning with our annual report on
Form 10-K for the year ending December 31, 2008Séptember 2009, the FASB issued its proposedgaélon oil and gas reserve
estimation and disclosure, aligning their requirataavith the SEC’s final rule. In October 200% ®EC issued Staff Accounting Bulletin
(“SAB”) No. 113 to bring existing SEC guidance into confitlyrwith the Release. The principle revisionsttd guidance include changing
price used in determining quantities of oil and geserves, as noted above; eliminating the optarsé post-quarter-end prices to evaluate
write-offs of excess capitalized costs under thiecfast method of accounting; removing the exclasié unconventional methods used in
extracting oil and gas from oil sands or shalerasiband gas producing activity; and removing aerquestions and interpretative guidance
which are no longer necessary. We are currentijuating the impact of this guidance on our firahstatements and oil and gas accounting
disclosures.
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(3) Property, Plant and Equipment

The Company’s total property, plant and equipmenisist of the following:

September

30, December 31

2009 2008

(In thousands)

Proved propertie $ 1,920,89 $ 1,813,52
Unproved/unevaluated properti 24,79: 50,25:
Gas gathering systems and compressor stations 37,83( 36,89:
Total oil and natural gas properti 1,983,51 1,900,67:
Other fixed asset 11,91¢ 9,43¢
Total property and equipment, grc 1,995,42! 1,910,11.
Less: Accumulated depreciation, depletion, and &wmation (1,427,71) (935,85)
Total property and equipment, net $ 567,71 $ 974,26(

The Company capitalizes internal costs directiytdied with acquisition, exploration and developmhectivities. The Company
capitalized $1.3 million and $1.5 million of interrcosts for the three months ended September0®®, &nd 2008, respectively, and $3.1
million and $4.3 million for the nine months endgeptember 30, 2009 and 2008, respectively.

Included in the Compang’oil and gas properties are asset retirement 06$22.1 million and $23.2 million as of SeptemB6ér 2009 an
December 31, 2008, respectively.

Oil and gas properties include costs of $24.8 anilland $50.3 million at September 30, 2009 and Beee 31, 2008, respectively, that
were excluded from capitalized costs being amattiZEhese amounts primarily represent unprovedgtigs and unevaluated exploration
projects in which the Company owns a direct interes

Pursuant to full cost accounting rules, the Compangt perform a ceiling test each quarter on itw@d oil and gas assets within each
separate cost center. The Company'’s ceiling tastaalculated using hedge adjusted market pricgaoénd oil at September 30, 2009, which
were based on a Henry Hub price of $3.30 per MMBtd a West Texas Intermediate oil price of $67 &0BbI (adjusted for basis and quality
differentials). Cash flow hedges of natural gasdpiction in place at September 30, 2009 incredsedalculated ceiling value by
approximately $50.7 million (pre-tax). The usdtudse prices would have resulted in a pre-tax vdden of $18.8 million at September 30,
2009. As allowed under the full cost accountinigsuthe Company re-evaluated its ceiling test otofer 29, 2009 using the market price for
Henry Hub of $4.59 per MMBtu and West Texas Intediage of $76.25 per Bbl (adjusted for basis andityudifferentials). At these prices,
cash flow hedges of natural gas production in placeeased the calculated ceiling value by appraxéhy $29.3 million (pre-tax). Utilizing
these prices, the calculated ceiling amount exakduenet capitalized cost of oil and gas propertiés a result, no write-down was recorded
for the quarter ended September 30, 2009. Itssipte that another write-down of the Company'sind gas properties could occur in the
future should oil and natural gas prices declihe,@Gompany experiences significant downward adjestanto the estimated proved reserves,
and/or the Company's commodity hedges settle andarreplaced.

The Company'’s ceiling test was calculated usinggketljusted market prices of gas and oil at Madchr&l June 30, 2009, which were
based on a Henry Hub price of $3.63 per MMBtu aB@% per MMBtu, respectively, and a West Texasringgliate oil price of $46.00 per E
and $66.25 per Bbl (adjusted for basis and qudlffgrentials), respectively, compared to price$5f71 per MMBtu and $41.00 per Bbl at
December 31, 2008. Cash flow hedges of naturapgzduction in place at March 31 and June 30, 200@ased the calculated ceiling value
by approximately $79.7 million (pre-tax) and $5&8lion (pre-tax), respectively. Based upon thasalyses, a non-cash, pre-tax write-down
of $379.5 million was recorded at March 31, 2008 #re Company did not record a write-down at Juhe2809.

The Company generated $19.5 million of proceed® fdivestitures of oil and gas properties and assatsen-core operating areas during
the nine months ended September 30, 2009. Of thesstitures, $18.0 million were recorded as deetdi the full cost pool with no gain or
loss recognized, $0.8 million was recorded asmaliarsement of costs previously paid for gatherawilities associated with divested
properties, and $0.7 million related to the saleafipressors that were not included in the poolioich an immaterial loss on sale was
recorded.




Table of Contents

(4) Commodity Hedging Contracts and Other Derivaives

The following financial fixed price swap and costiecollar transactions were outstanding with assedinotional volumes and average
underlying prices that represent hedged price®wiroodities at various market locations at SepterBbef009:

Fair Market
Value
Notional Total of Average Average Asset/
Daily Notional Floor/Fixed Ceiling Natural Gas (Liability)
Settlement Derivative Hedge Volume Volume Prices per Prices per Production (In
Period Instrument  Strategy MMBtu MMBtu MMBtu MMBtu Hedged (1) thousands)
2009 Swap Cash flow 52,14 4,796,97. $ 7.64 $ = 4%% $ 13,33¢
2009 Costless CollaCash flow 5,00( 460,00( 8.0C 10.0¢ 5% 1,31t
2010 Swap Cash flow 12,52 4,570,001 7.7¢ - 11% 7,352
2010 Costless CollaCash flow 5,041 1,840,001 5.7t 7.5k 1% (299
2011 Swap Cash flow 5,00( 1,825,001 5.72 5% (97€)
2011 Costless CollaCash flow 10,00( 3,650,00! 5.7t 7.5t 10% (1,489
17,141,97 $ 19,24
(1) Estimated based on anticipated future gas produ

The Company has hedged the interest rates on $ttihidn of its outstanding debt from September 2009 through December 31, 2010.
As of September 30, 2009, the Company had theviolig financial interest rate swap position outstagd

Fair Market
Value
Asset/
(Liability)
Settlement Derivative Hedge Average (In
Period Instrument Strategy Fixed Rate thousands)
October 1, 200- December 31, 201 Swap Cash Flow 1.24% $ (642)

The Company’s current cash flow hedge positionsidtte counterparties who are also lenders in them@any’s credit facilities. This
eliminates the need for independent collateralipgstwith respect to any margin obligation resgjtirom a negative change in fair market
value of the derivative contracts in connectiorhviite Company’s hedge related credit obligatiohs.of September 30, 2009, the Company
made no deposits for collateral.

The following table sets forth the results of hettg@saction settlements for the respective pdanothe Consolidated Statement of
Operations:

Three Months Nine Months
Ended September 30, Ended September 30,
Natural Gas 2009 2008 2009 2008
Quantity settled (MMBtu 5,256,97. 6,706,09: 15,599,49 19,498,52
Increase (decrease) in natural gas sales revemteofisands $ 22,91¢ % (12,12%) $ 60,077 $ (29,42()
Interest Rate Sway
Increase (decrease) in interest expense (In thds} $ - $ (372 $ 1,03 $ (832

As of September 30, 2009, the Company expectsctagsfy gains of $20.0 million to earnings frone thalance in accumulated other
comprehensive income on the Consolidated BalaneetSturing the next twelve months.

The Company is exposed to certain risks relatingstongoing business operations. The primarysrigienaged using derivative
instruments are commodity price risk and interat risk. Forward contracts on various commoddiesentered into to manage the price risk
associated with forecasted sales of the Compamgfural gas and oil production. Interest ratepsiare entered into to manage interest rat
associated with the Company’s variable-rate bomgi

Authoritative guidance for derivatives requires gamies to recognize all derivative instrumentsiteeeassets or liabilities at fair value in
the statement of financial position. In accordawgé this guidance, the Company designates comtyéaliward contracts as cash flow hed
of forecasted sales of natural gas and oil prodoaind interest rate swaps as cash flow hedgedesést rate payments due under variable-rate
borrowings.




Table of Contents
Additional Disclosures about Derivative Instrumenénd Hedging Activities
Cash Flow Hedges

For derivative instruments that are designatedcuadify as a cash flow hedge, the effective portibthe gain or loss on the derivative is
reported as a component of other comprehensiveria@nd reclassified into earnings in the same geanigeriods during which the hedged
transaction affects earnings. Gains and lossé¢Beoderivative representing either hedge ineffectéss or hedge components excluded from
the assessment of effectiveness are recognizadiient earnings.

As of September 30, 2009, the Company had outstgmuitural gas commodity forward contracts witrotiamal volume of 17,141,972
MMBtus that were entered into to hedge forecastgdral gas sales.

As of September 30, 2009, the total notional amofithe Company’s receive-variable/pay-fixed ingmate swaps was $100.0
million. The Company includes the realized gaithoss on the hedged items (that is, interest orabka-rate borrowings) in the same line item
— interest expense, net of interest capitalized the®ffsetting gain or loss on the related interate swaps.

Information on the location and amounts of deriafair values in the statement of financial pesitand derivative gains and losses in the
statement of operations as of September 30, 2089 fisllows:

Fair Values of Derivative Instruments
Derivative Assets (Liabilities)

September 30, 200!
Balance Sheet Locatior

Fair Value
(in thousands

Derivatives designated as hedging instrumen

Interest rate swa Derivative Instrument- current assel $ (429)
Interest rate swi Derivative Instrument- current liabilities (25§)
Interest rate swi Derivative Instrument- nor-current liabilities 10
Interest rate swi Other asset- nor-current assel 32
Commaodity contrac Derivative Instrument- current assel 20,73«
Commaodity contrac Derivative Instrument- nor-current liabilities (1,489
Total derivatives designated as hedging instrumen: $ 18,60(
Total derivatives not designated as hedgin
instruments $ -
Total derivatives $ 18,60(
Amount of Amount of
Gain or Gain or
(Loss) (Loss)
Amount of Amount of Recognized  Recognized
Gain or Gain or Location of inIncome on inIncome on
Amount of Amount of (Loss) (Loss) Gain or Derivative Derivative
Gain or Gain or Reclassified Reclassified (Loss) (Ineffective (Ineffective
(Loss) (Loss) from from Recognized Portion and Portion and
Recognized Recognized [ocation of Accumulated Accumulated in Income Amount Amount
in OCl on in OCl on Gain or OCl into OCl into on Excluded Excluded
Derivative Derivative (Loss) Income Income Derivative from from
(Effective (Effective Reclassified (Effective (Effective (Ineffective Effectiveness  Effectivenes:
Portion) Portion) from Portion) Portion) Portion and Testing) Testing) W
Three Accumulated Three Amount Three
Derivatives Months Nine Months  OCI into Months Nine Months  Excluded Months Nine Months
in Cash Flow Ended Ended Income Ended Ended from Ended Ended
Hedging September September  (Effective September September Effectivenes: September September
Relationships 30, 2009 30, 2009 Portion) 30, 2009 30, 2009 Testing) 30, 2009 30, 2009
Interest Interest
expense, expense,
net of net of
Interest rate interest interest



swap $ (3,709 $ 40,94¢ capitalized $ - % (512) capitalizec  $ - $ (522

Commodity Natural gas Natural gas
contracts (550) (1,67¢) sales 22,91¢ 60,077 sales - -
Total $ (4,259 $ 39,27( $ 22,91¢ $ 59,56¢ $ - $ (522)

(1) The amount of gain or (loss) recognized in incoepmesents $0.5 million related to the ineffectieetion of the hedging relationshij
Nothing was excluded from the assessment of heffigetigeness
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On April 9, 2009, the Company entered into an amadrahd restated revolving credit agreement repdettia previous revolving credit
agreement. At the time of the amended and restatedving credit agreement, the Company had twistanding interest rate swaps which
established a fixed interest rate for a portiothefprevious outstanding revolver that were deseghas cash flow hedges and which became
ineffective. During the second quarter of 200@, @ompany ceased cash flow hedge accounting fee tinéerest rate swaps which resulted in
approximately $0.5 million in interest expense.c8sse these swaps matured during the quarter doded30, 2009, the Company did not
recognize any unrealized mark to market gains ss8de within the Consolidated Statement of Operatielated to the swaps during the
period. For the three and nine months ended S&med®, 2009, there were no gains or losses repediin income representing hedge
components excluded from the assessment of eféextas.

(5) Fair Value Measurements

The Company adopted the authoritative guidancéaforvalue measurements effective January 1, 2608rfancial assets and liabilities
and effective January 1, 2009 for non-financiak&sand liabilities. The Comparyfinancial assets and liabilities are measurddiavalue or
a recurring basis. The Company discloses its m@zed non-financial assets and liabilities, suchsset retirement obligations and other
property and equipment, at fair value on a nonsmaog basis. For non-financial assets and lidb#itthe Company is required to disclose
information that enables users of its financialesteents to assess the inputs used to develop tiessurements. As none of the Company’s
non-financial assets and liabilities are impairedmy the period-ended September 30, 2009, andhwey &air value measurements are required
to be recognized on a non-recurring basis, no iadit disclosures are provided at September 309.200

As defined in the guidance, fair value is the antdbat would be received to sell an asset or patdansfer a liability in an orderly
transaction between market participants at the areasent date (“exit price”). To estimate fair valthe Company utilizes market data or
assumptions that market participants would useiging the asset or liability, including assumpsabout risk and the risks inherent in the
inputs to the valuation technique. These inputstireadily observable, market corroborated oegily unobservable. The guidance
establishes a fair value hierarchy that priorititesinputs to valuation techniques used to medsirrgalue. The hierarchy gives the highest
priority to unadjusted quoted market prices invactnarkets for identical assets or liabilities (Vieé1”) and the lowest priority to unobservable
inputs (“Level 3"). The three levels of the famlue hierarchy are as follows:

— Level 1 inputs are quoted prices (unadjusted) tivaenarkets for identical assets or liabiliti

— Level 2 inputs are quoted prices for similar asaets liabilities in active markets or inputs the¢ abservable for the asset
liability, either directly or indirectly through mieet corroboration, for substantially the full teohthe financial instrumen

— Level 3 inputs are measured based on pricesloatian models that require inputs that are boghificant to the fair value
measurement and less observable from objectivess.

Level 3 instruments include money market fundsyradtgas swaps, natural gas zero cost collarsraacest rate swaps. The Company’s
money market funds represent cash equivalents wiheestments are limited to United States Governregurities, securities backed by the
United States Government, or securities of UnitedeS Government agencies. The fair value reptesash held by the fund manager as of
September 30, 2009. The Company identified theapomarket funds as Level 3 instruments due todbethat quoted prices for the
underlying investments cannot be obtained and tisaret an active market for the underlying investits. The Company utilizes counterparty
and third party broker quotes to determine theatédn of its derivative instruments. Fair valuesided from counterparties and brokers are
further verified using the closing price as of Seplber 30, 2009 for the relevant NYMEX futures caats and exchange traded contracts for
each derivative settlement location.

The following table sets forth by level within tfer value hierarchy the Company’s financial assets liabilities that were accounted for
at fair value on a recurring basis as of SepterBbeR009. As required, financial assets and liabdiare classified in their entirety based on the
lowest level of input that is significant to theérfaalue measurement. The Company’s assessmehé aignificance of a particular input to the
fair value measurement requires judgment and nfagtahe valuation of fair value assets and lisibii and their placement within the fair
value hierarchy levels.
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At fair value as of September 30, 200
(In thousands)

Level 1 Level 2 Level 3 Total
Assets (Liabilities)
Money market fund - - 2,03t 2,03t
Commodity derivative contrac - - 19,24: 19,24:
Interest rate swap contracts - - (642) (642)
Total - - 20,63t 20,63t

The determination of the fair values above incoapes various factors. These factors include taditstanding of the counterparties
involved, the impact of credit enhancements andrtipact of the Company’s nonperformance risk otiatsilities. The Company considered
credit adjustments for the counterparties usingerurcredit default swap values and default prditeds for each counterparty in determining
fair value and recorded a downward adjustmenteddir value of its derivative assets in the amafr0.03 million at September 30, 2009.

The table below presents a reconciliation of treetssand liabilities classified as Level 3 in thi falue hierarchy during the nine months
ended September 30, 2009. Level 3 instruments piedén the table consist of net derivatives thmmanagement’s judgment, reflect the
assumptions a marketplace participant would haed as September 30, 2009.

Money
Derivatives Market
Asset Funds Asset
(Liability) (Liability) Total
(In (In (In
thousands) thousands) thousands)
Balance as of January 1, 2C $ 38,37: $ 5,02t $ 43,39'
Total (gains) losses (realized or unrealiz
included in earning - 1C 1C
included in other comprehensive inco 39,27( - 39,27(
Purchases, issuances and settlenr (59,042 (3,000 (62,042
Transfers in and out of level 3 - - -
Balance as of September 30, 2! $ 18,60( $ 2,03 $ 20,63!
The amount of total gains or losses for the peinatlded in earnings attributable to the
change in unrealized gains or losses relatinggetastill held at September 30, 2009 $ - $ - $ =

At September 30, 2009, the carrying value of caghaash equivalents, accounts receivable, otheemuassets and current liabilities
reported in the consolidated balance sheet appaigifair value because of their short-term natdiee carrying amount of long-term debt
reported in the consolidated balance sheet at Sérte30, 2009 is $288.6 million. The Company dal@ad the fair value of its long-term debt
as of September 30, 2009, in accordance with tteodtative guidance for fair value measuremenisgia discounted cash flow technique
incorporates a market interest yield curve withuatipents for duration, optionality, and risk prefilBased on this calculation, the Company
has determined the fair market value of its delite®301.7 million at September 30, 2009.
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(6) Asset Retirement Obligation

Activity related to the Company’s asset retiremaitgation (“ARQ”) is as follows:

Nine Months
Ended
September
30, 200¢
(In

thousands)

ARO as of December 31, 20 $ 27,94«
Revision of previous estimat (1,750
Liabilities incurred during perio 1,797
Liabilities settled/divested during peri (1,199
Accretion expens 1,77(C
ARO as of September 30, 20 $ 28,56¢

Of the total ARO, $1.0 million is included in acediliabilities and $27.6 million is included in @thong-term liabilities on the
Consolidated Balance Sheet at September 30, 2009.

(7) Long-Term Debt

On April 9, 2009, the Company entered into an Aneehadnd Restated Senior Revolving Credit Agreem@htBNP Paribas, as
Administrative Agent, and the other lenders idéadittherein (“Restated Revolver”) providing a serdgecured revolving line of credit in the
amount of up to $600.0 million, replacing the prievolving credit agreement, and extending its tantil July 1, 2012. Availability under the
Restated Revolver is restricted to the borrowingebavhich is subject to review and adjustment sami-annual basis and other interim
adjustments, including adjustments based on thep@agis hedging arrangements. The borrowing basenthé Restated Revolver was set at
$375.0 million as of September 30, 2009. The semuial borrowing base review was completed durintp®er 2009, and the borrowing base
under the Restated Revolver was reduced from $37Blion to $350.0 million. Amounts outstanding werdhe Restated Revolver bear inte
as amended, at specified margins over London latdriDffered Rate (LIBOR) of 2.25% to 3.00%. Borrogs under the Restated Revolver
collateralized by perfected first priority lienscasecurity interests on substantially all of theany’s assets, including a mortgage lien on oil
and natural gas properties having at least 80%epte-tax SEC PV-10 reserve value, a guarantyl lof the Company’s domestic
subsidiaries, and a pledge of 100% of the membeisterests of domestic subsidiaries. These coliited amounts under the mortgages are
subject to semi-annual reviews based on updatedveinformation. The Company is subject to thaiicial covenants of a minimum current
ratio of not less than 1.0 to 1.0 as of the endaah fiscal quarter and a maximum leverage ratimobfreater than 3.5 to 1.0, calculated at the
end of each fiscal quarter for the four fiscal qeierthen ended, measured quarterly. In addit@Clompany is subject to covenants, including
limiting dividends and other restricted paymentsnsactions with affiliates, incurrence of debtamtes of control, asset sales, and liens on
properties. On October 22, 2009, the Company emiete the First Amendment to the Restated Revdlvatr deletes theReference Bank Ca
of Funds Rate” option in the definition of AlteredBase Rate, allows the Company to make investnirettS government securities, which
mature in 15 months rather than one year, proviesertain other modifications to permitted invastts, and provides for the release of the
Lenders’ lien on a certain deposit account. Then@any paid a facility fee on the total commitmeh$4.6 million. As of November 6, 2009,
the Company has $190.0 million outstanding withGsQ@6nillion available for borrowing under the rewiolg line of credit.

On April 9, 2009, the Company also entered inté\arended and Restated Second Lien Term Loan AgreemimBNP Paribas, as
Administrative Agent, and other lenders identiftedrein (“Restated Term Loan”) replacing the piierm Loan extending its term until
October 2, 2012. Borrowings under the Restated Tleram were initially set at $75.0 million and béaterest at LIBOR plus 8.5% with a
LIBOR floor of 3.5%. The Restated Term Loan hadption to increase fixed and floating rate borraygy up to $25.0 million to $100.0
million prior to May 9, 2009. The Company exerciski$ option on April 21, 2009 and the increaseddaeings consisted of $5.0 million of
floating rate borrowings and $20.0 million of fixeate borrowings at 13.75%. The loan is collateealiby second priority liens on substanti
all of the Company'’s assets. The Company is sulgettte financial covenants of a minimum asset caye ratio of not less than 1.5 to 1.0 and
a maximum leverage ratio of not more than 4.0 @ dalculated at the end of each fiscal quartettHerfour fiscal quarters then ended,
measured quarterly. In addition, the Company igesatlto covenants, including limiting dividends awttier restricted payments, transactions
with affiliates, incurrence of debt, changes oftcol) asset sales, and liens on properties. Ooliget22, 2009, the Company also entered into
the First Amendment to the Restated Term Loandbkgtes the “Reference Bank Cost of Funds Ratébiot the definition of Alternate Base
Rate, allows the Company to make investments igb&@rnment securities, which mature in 15 montttserathan one year, provides for
certain other modifications to permitted investnseand provides for the release of the Lendé¥s’on a certain deposit account. The Com|
paid an original issue discount of $1.6 million anthcility fee of $0.9 million on the total commieént. As of September 30, 2009, the
Company had $80.0 million of variable rate borrayarand $20.0 million of fixed rate borrowings oatgting under the Restated Term
Loan. There were no additional borrowings underRiestated Term Loan subsequent to September 39,tRfugh the date of this Quarterly
Report on Form 10-Q.

As of September 30, 2009, the Company had totstating borrowings of $288.6 million. At SeptemBe, 2009, the Company’s
weighted average borrowing rate was 5.02%. Neablong availability under the Revolver was $185.{lion at September 30, 2009The
Company was in compliance with all covenants at&aper 30, 2009.



13




Table of Contents

As of September 30, 2009, all amounts drawn urteRestated Revolver are due and payable on J@y1P,. The principal balance
associated with the Restated Term Loan is due apdlpe on October 2, 2012.

(8) Income Taxes

As of September 30, 2009, the Company had no ugréped tax benefits. The effective tax rate fa three and nine months ended
September 30, 2009 was 40.2% and 36.8%, respeactiVéle effective tax rate for the three and nirenths ended September 30, 2008 was
37.2% and 38.6%, respectively. The provision faoime taxes differs from the tax computed at thefadstatutory income tax rate primarily
due to state income taxes, tax credits, a shortfdted to stock-based compensation, and othemgrent differences. The income tax benefit
for the nine months ended September 30, 2009 irsladb1.0 million downward adjustment recordedhénthree months ended March 31, 2
related to 2008 state taxes.

The Company provides for deferred income taxesertifference between the tax basis of an asdethility and its carrying amount in
our financial statements in accordance with authtive guidance for accounting for income taxehis™ifference will result in taxable income
or deductions in future years when the reporteduarnof the asset or liability is recovered or settlrespectively. Considerable judgment is
required in determining when these events may ocaedrwhether recovery of an asset is more likedy thot. Deferred tax assets are reduced
by a valuation allowance when, in the opinion ohagement, it is more likely than not that someiporor all of the deferred tax assets will
not be realized. At September 30, 2009, the Compas a deferred tax asset of approximately $1mdldn resulting primarily from the
difference between the book basis and tax basts ofl and natural gas properties. The Companigwes that it is more likely than not that
this deferred tax asset will be realized throughrieitaxable income generated by the productigtsafil and natural gas properties.

(9) Commitments and Contingencies

The Company is party to various oil and naturallg@mtion matters arising out of the normal caucs business. The ultimate outcome of
each of these matters cannot be absolutely detednand the liability the Company may ultimatelgunwith respect to any one of these
matters in the event of a negative outcome mawy lexéess of amounts currently accrued for witheesfo such matters. Management doe:
believe any such matters will have a material astveffect on the Company’s financial position, hssof operations or cash flows.
(10) Comprehensive Income (Loss)

The Company’s total other comprehensive incomes)l@ssshown below:

Three Months Ended September 3C Nine Months Ended September 3C
2009 2008 2009 2008
(In thousands)

Accumulated othe

comprehensive (loss)

income beginning of

period $ 28,72 $ (96,756 $ 24,07¢ $ (7,229
Net income (loss 5,731 (99,379 (228,367 (32,57

Change in fair value of
derivative hedging

instruments (4,259 142,43: 39,27( (18,00)
Hedge settlements reclass

to income (22,919 12,49' (59,049 30,25
Tax provision related t

hedges 10,12: (57,71) 7,36F (4,567)

Total other comprehensi\

(loss) income (17,059 (17,059 97,211 97,211 (12,409 (12,409 7,68¢ 7,68¢
Comprehensive loss (11,329 (2,159 (240,779 (24,889
Accumulated othe

comprehensive income $ 11,67 $ 461 $ 11,67 $ 461
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(11) Earnings (Loss) Per Share

Basic earnings per share is computed by dividiegrnme available to common stockholders by the weidjlaiverage number of shares
outstanding for the period. Diluted earnings gears reflects the potential dilution that couldwrcié outstanding common stock awards and
stock options were exercised at the end of thederi

The following is a calculation of basic and dilutedighted average shares outstanding:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
(In thousands)

Basic weighted average number of shares outstal 50,99 50,81 50,96: 50,63¢
Dilution effect of stock option and awards at tinel f the perioc 297 - - -
Diluted weighted average number of shares outstgndi 51,29: 50,81: 50,96 50,63¢
Anti-dilutive stock awards and shai 1,45( 611 1,96 617

Because the Company reported a loss from contimyegations for the nine months ended Septembe2(®, no unvested stock awards
and options were included in computing loss pereshacause the effect was anti-dilutive. In conmguloss per share, no adjustments were
made to reported net loss.

(12) Stock-Based Compensation
Performance Share Unit

Pursuant to the approved Amended and Restatedl28@p Term Incentive Plan, the Company’s Compensafiommittee agreed to
allocate a portion of the 2009 long-term incentivants to executives as performance share uni®8?). The PSUs are payable, at the
Company’s option, either in shares of common stwcks a cash payment equivalent to the fair markiee of a share of common stock at
settlement based on the achievement of certaimieaince metrics or market conditions at the eraltbfee-year performance period. The
Company’s current intent is to settle these awardsish. Consequently, the PSUs are accounteakfliability-classified awards. At the end
of the three-year performance period, the numbeshafes vested can range from 0% to 200% of tigetedl amount as determined by the
Compensation Committee of the Board of Directarbe PSUs have no voting rights. PSUs may be vestiedly at the discretion of the Board
in the event of a participant’s involuntary termntina of employment for reasons other than caugeramination for good reason but will be
forfeited in the event of the participant’s volurtéermination or involuntary termination for causény PSUs not vested by the Board at the
end of a performance period will expire.

Compensation expense associated with PSUs is reumezhat the end of each reporting period throbgrsettlement date using the
guarter-end closing common stock prices for aw#hvdsare solely based on performance conditiorgsMonte Carlo binomial model for
awards that contain market conditions to refleetdbrrent fair value. Compensation expense isgrdzed ratably over the performance period
based on the Company’s estimated achievement astiadlished metrics. Compensation expense fordsweith performance conditions will
only be recognized for those awards for which firigbable that the performance conditions will beieved and which are expected to
vest. The compensation expense will be estimaasddupon an assessment of the probability thagetfermance metrics will be achieved,
current and historical forfeitures, and the Boaatiicipated vesting percentage. Compensationresepfor awards with market conditions is
re-measured at the end of each reporting periogldbas the fair value derived from the Monte Caitwomial model.

The Company granted 350,698 PSUs on March 3, 2B@additional PSUs have been granted nor havevestgd or forfeited and the f
value per unit at September 30, 2009 was $14.7aviards with performance conditions and $8.44 veards with market conditions. For the
quarter and nine months ended September 30, 200@.dmpany recognized $0.2 million of compensagiguense associated with the PSUs.

(13) Geographic Area Information

The Company has one reportable segment, oil anotal@tas exploration and production, as determinetcordance with authoritative
guidance for disclosures about segments.

The Company owns oil and natural gas interestximain geographic areas all within the United &adr its territorial waters.
Geographic revenue and property, plant and equipm&rmation below are based on physical locatibthe assets at the end of each period.
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Oil and Natural Gas Revenue

The table below presents the Company’s gross dilretural gas revenues by geographic area.

California

Rockies

South Texa:

Texas State Wate

Other Onshori

Gulf of Mexico

Gain (loss) on hedge
Total revenue

Oil and Natural Gas Properties

Three Months Ended
September 30,

2009

2008

Nine Months Ended

September 30,

2009 2008

(In thousands)

12,39 $ 3831( $ 4515 $  118,89¢
4,49¢ 6,99: 15,90( 23,40(
17,70¢ 59,94 63,88¢ 174,69
1,41¢ 13,55¢ 8,81¢ 44.29;
3,662 12,03¢ 13,86¢ 37,44
1,89; 11,32: 9,76¢ 43,52;
22,92( (12,125) 60,07 (29,42’)
64,48: $ 130,03t $ 21747t $ 41283

The table below presents the Company’s gross dilratural gas properties by geographic area aret fied assets.

California
Rockies

South Texa:
Texas State Wate
Other Onshori
Gulf of Mexico
Other

Total property and equipment

16

September December
30, 2009 31, 2008
(In thousands)
$ 623,03: $ 619,59:

184,99¢ 175,29«
772,82. 712,46:
66,95: 65,08:
182,15¢ 171,85!
153,55¢ 156,38:
11,91t 9,43¢

$ 199542 $ 1,910,11
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It em 2. Management'’s Discussion and Analysis of Rancial Condition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMEN$®

This report includes forward-looking informatiorgeeding Rosetta that is intended to be coveredhdyforward-looking statements”
within the meaning of the Private Securities Litiga Reform Act of 1995, Section 27A of the SedastAct of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as aleénAll statements other than statements of héstbfact included or incorporated by
reference in this report are forward-looking stagets, including without limitation all statemenégarding future plans, business objectives,
strategies, expected future financial positionenf@rmance, expected future operational positiopesformance, budgets and projected costs,
future competitive position, or goals and/or prtijaes of management for future operations. In scases, you can identify a forward-looking
statement by terminology such as “may,” “will,” “eldl,” “should,” “expect,” “plan,” “project,” “inten,” “anticipate,” “believe,” “estimate,”
“predict,” “potential,” “pursue,” “target” or “conbue,” the negative of such terms or variationseba, or other comparable terminology.

”ou ” o LI

The forward-looking statements contained in thjgoreare largely based on our expectations fofuhee, which reflect certain estimates
and assumptions made by our management. Theseatetiand assumptions reflect our best judgmentbaseurrently known market
conditions, operating trends, and other factorth@dlgh we believe such estimates and assumptidms teasonable, they are inherently
uncertain and involve a number of risks and ung@iés that are beyond our control. As such, mamege’s assumptions about future events
may prove to be inaccurate. For a more detailedrgig®n of the risks and uncertainties involveee $tem 1A. Risk Factors in Part Il. of this
report. We do not intend to publicly update orisevany forward-looking statements as a resulieof imformation, future events, changes in
circumstances, or otherwise. These cautionaryrtaies qualify all forward-looking statements atitdble to us, or persons acting on our
behalf. Management cautions all readers that thedia-looking statements contained in this repoetreot guarantees of future performance,
and we cannot assure any reader that such statemidiite realized or that the events and circumsta they describe will occur. Factors that
could cause actual results to differ materiallyrirthose anticipated or implied in the forward-loukistatements herein include, but are not
limited to:

— general economic conditions, either internationaitionally or in jurisdictions affecting our bosss;

— conditions in the energy and economic mark

— our ability to access the capital markets on fableréerms or at al

— our ability to obtain credit and/or capital in desi amounts and/or on favorable teri

— the ability and willingness of our current or pdiehcounterparties or vendors to enter into tratisas with us and/or to fulfill thei
obligations to us

— failure of our joint interest partners to fund amyall of their portion of any capital progra

— the occurrence of property acquisitions or divastis;

— reserve levels

— inflation;

— the supply and demand for natural gas anc

— the price of natural gas and ¢

— competition in the natural gas and oil indus

— the availability and cost of relevant raw matetigisods and service

— the availability and cost of processing and transion;

— changes or advances in technolc

— potential reserve revisions

— future processing volumes and pipeline through

— developments in ¢-producing and natural ¢-producing countries

— drilling and exploration risks

— several possible new legislative initiatives aagulatory changes potentially adversely impactinghusiness and industry, including, |
not limited to, national healthcare, cap and tréwyeraulic fracturing, state and federal corpomt®me taxes, retroactive royalty or
production tax regimes, changes in environmentallegions, environmental risks and liability undederal, state and local environmental
laws and regulation:

— effects of the application of applicable laws aedulations, including changes in such regulatiarth@ interpretation therec

— present and possible future claims, litigation antbrcement action:

— lease termination due to lack of activity or otd&putes with mineral lease and royalty owners,théreregarding calculation and paym
of royalties or otherwise

— the weather, including the occurrence of any agvessather conditions and/or natural disasters tiffgour business; ar

— any other factors that impact or could impacteakploration of oil or natural gas resources, idoig but not limited to the geology of a
resource, the total amount and costs to develapvezable reserves, legal title, regulatory, natges administration, marketing and
operational factors relating to the extraction ibbod natural gas
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Overview

The following discussion addresses material chaimgtige results of operations for the three ane mronths ended September 30, 2009
compared to the three and nine months ended Septe88h2008, and the material changes in finamcatition since December 31, 2008. It
is presumed that readers have read or have acceas 2008 Annual Report, which includes, as paManagement’s Discussion and Analysis
of Financial Condition and Results of Operations¢ldsures regarding critical accounting policies.

The following summarizes our performance for thistfhine months of 2009 as compared to the saniedpfar 2008:
Production on an equivalent basis decreased
Total revenue, including the effects of hedging;rdased $195.4 million or 47¢

Average realized gas prices including heddiecreased $4.05 per Mcf, or 43%, to $5.46 peraf&eptember 30, 2009 from $9.51
per Mcf at September 30, 2008 and average reatizgulices decreased $63.93 per Bbl, or 56%, ta5%0er Bbl at September 30,
2009 from $114.48 per Bbl at September 30, 2!

A nor-cash impairment of oil and gas properties of $378ilBon pre-tax ($238.1 million net of tax) was recorded durihg first
guarter due to a decline in natural gas pri

Net loss increased $195.8 million to a net los$2#8.4 million; net income excluding impairmentsulebhave been $9.7 milliol

Diluted loss per share increased $3.84 taatilloss per share of $4.48; diluted earningshare excluding impairment would have
been $0.19 per share; a

36 gross (29 net) wells were drilled with a netcass rate of 83% compared to 112 gross (95 nel3 delled with a net success rz
of 86% for the comparable period in 201

In early 2008, we began a strategic shift towabtisiness model that we believed would generate sustinable, predictable
performance over time by focusing on positions @radjrams in unconventional onshore domestic basihgse basins are characterized by
having lower hydrocarbon risk, project inventorylaepeatable programs. Our strategy shift is apeoned by goals to deliver, over time, k
acceptable rates of production growth, as wellrag/th in proved, probable and possible reserved® timing of and extent to which we can
implement this strategy shift will depend on sel/&ators, most notably commodity prices, availipibf and access to credit, and ability to
capture organic and inorganic opportunities.

Under commodity price scenarios of at least $6 &0Mcf and $70.00 per Bbl, we believe we can sw&fodlg implement our strategy
shift because of some inherent strengths. Of naehyelieve our core existing onshore assets welbysignificant inventory upside when
analyzed through an unconventional resource apprdawr studies have identified meaningful levelsiefv inventory for the Company from
these assets and we believe that there is addifiotential. Furthermore, although we are in tadyestages of evaluating our positions in the
Eagle Ford play in South Texas and Bakken plapé&lberta Basin of Montana, we believe we haveesamique exposure to inventory
upside given the encouraging results we have expeed to date. We are further advantaged, iniew,\by having an experienced workforce
and management team with background in unconveaiti@source operations. Finally, we have a findrasid capital allocation approach that
we believe allows us to adapt to the unpredictatdastry cycles and manage through the current@oandownturn. These factors do not
ensure our success in executing our strategy shiftwe believe they provide a competitive advaatimgvards executing our strategy shift over
the longer term. Under an extended period of coditygrices below $5.00 per Mcfe, our ability toglement our business strategy would
likely be constrained, particularly given our relaty low level of 2010 and 2011 hedges. Manag&nentinuously analyzes and evaluates
possible actions that could be taken if a protihtde price environment persists with a focus oesprving an acceptable level of liquidity and
cash flow to execute our programs.

The current plan for implementing our businesstsgnais to pursue, over time, both organic andgaaic opportunities that meet the
Company'’s criteria for funding, particularly inveny potential and attractive financial returns.v&al studies began in 2008 to test organic
concepts in areas where we currently have assetisdgurpose of identifying possible upside angtiriory. These studies are continuing in
2009. We also actively study domestic basins wheréelieve the Company can enter and/or expanadamgete successfully. The
Company’s entry into the Eagle Ford and Bakkengbkag prime examples of the type of play entry thatCompany intends to pursue.

While we have a preference for organic opportusitiee have also expanded our capability to evalatiepursue large and small
acquisition opportunities that make sense for thmm@any. We believe this balanced approach is nefdédng-term success. Our ability to
execute inorganic activities will depend on mar@tditions, including availability of acquisitiomportunities, relative valuations, and access
to funding sources that could include proceeds fnmm-core asset divestitures, as well as proceeds dapital market activities. Thus far in
2009, we have generated approximately $20.0 mithioproceeds from non-core divestitures, and weigoa to test the market for additional
non-core divestitures. While we continuously easuour portfolio to identify possible divestitizandidates, we are not driven to sell assets
unless values are compelling.
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We entered 2009 in a position to execute our bgsipéan and affect our desired goals, subjectneneodity prices and market factors, i
these factors generally weakened during the y&he outlook for commaodity prices continues to beartain driven primarily by sluggish
demand for natural gas and commodity oversupplivethis outlook, we continue to exercise prudesuee caution with our capital spending
in order to preserve liquidity and maximize theaficial position of the Company. The priority far@009 organic spending remains to spend
less than our internally generated cash flow pashon hand. We have exercised the discretiodjtstacapital spending, either up or down,
throughout the year in response to market condititire availability of proceeds from possible diitases, access to attractive acquisitions,
follow-on to success in our organic programs. 2009 capital focus has been to drill a limited nemtif Lobo wells in South Texas, conduct
recompletion programs in the Sacramento Basintestdbur two exploratory plays in the Eagle Ford Bakken. We currently project 2009
organic capital spending to be approximately $125l0on, up modestly from our prior guidance prirareflecting additional drilling and
leasing in the Eagle Ford and Bakken plays. Wiebelwe are on track to achieve between 130 — 1¥@fe/d of full-year 2009 production,
excluding acquisitions and divestitures, and we alieve that our fourth quarter volumes will impe compared to third quarter.

Our capital program for 2010 has not yet been detexd, but the planning exercise is underway. \Aeehdentified more projects for
capital funding in 2010 than we are willing to fuatdcurrent prices. Our capital allocation for Q@till likely be driven by the following
considerations: relative project economics, uglificiency, reserve potential, maintaining leasdhahd a desire to accelerate activity in our
new plays. We expect to provide 2010 capital amdigction guidance once our final budget is apptddneDecember. However, we are
comfortable indicating at this time that, given d¢iquidity position, we expect to fund a higher itapprogram in 2010 and to grow production
and reserves next year and beyond. We expeca thighificant portion of next year's capital wi# directed toward funding our emerging play
successes. The ultimate level of 2010 capital Spgrehd growth will be determined by available clistvs from operating activities, access
liquidity, and proceeds from possible property ghiteres. To the extent that capital expenditargsrudent acquisitions require cash flow in
excess of available funds, we would consider drgweim our unused capacity under our existing remglaredit facility. In addition, we are
positioned to raise additional funds in the capitarkets as deemed appropriate. We currently tibange any stated plans to issue securities
but would consider doing so under certain circums#a, notably to fund an attractive acquisitiortederate followen development activities
our Eagle Ford and/or Bakken plays, or fund enttg new resource plays.

Our industry continues to operate in one of thetrballenging business environments in recent histdhe credit crisis, lower natural
gas prices and a weak domestic and global econoutlicok are all adversely impacting the businesgrenment. We work continuously with
our lenders to effectively stay abreast of market ereditor conditions to ensure prudent and tinaelgisions should market conditions
deteriorate further. Additionally, during ApriDR9, we amended and restated our second lien teamm Which allowed us to increase our
borrowings under the facility from $75.0 million $100.0 million. As of November 6, 2009, the undnecredit available to us was $160.0
million. We have not received any indication froor lenders that draws under the credit facility mastricted below current availability at this
time, and we are proactively communicating withnthen a routine basis. During October 2009, ourdwimg base was set at $350.0 million,
which is reduced from the $375.0 million set durAygyil 2009. Despite this reduction, our liquidippsition, including cash on hand, is
generally unchanged at $225.0 million. The Ap@i02 amendments and restatements to our creditragree also extended the maturities of
our credit facilities to 2012. We believe thestars provide capacity and time for managing thiotlge current downturn.

Our capital expenditures are primarily in areasnelvee are operator and have high working interédstsa result, we do not believe we
have significant exposure to joint interest pagneho may be unable to fund their portion of angited program, but we are monitoring part
situations in light of the current economic enviment. We are actively working with service comgamnd suppliers to mitigate costs, anc
are examining all cash costs for improved efficienc

All counterparties to our derivative instruments participants in our credit facilities, and we @éanot received any indication that any of
these counterparties are unable to perform theirired obligations under the terms of the derivatientracts, although we are mindful that
could change and are staying alert for such char®jeslarly, we have not received any indicatioatthny of the banks participating in the
existing bank facility are incapable of performithgir obligations under the terms of the credieagnent.

With respect to the current market environmentifpridity and access to credit, we, through barkgipipating in our credit facility, have
invested available cash in interest and non-intdrearing demand deposit accounts in those paatioigp banks and in money market accounts
and funds whose investments are limited to UnitiedeS Government Securities, securities backetidyhited States Government, or
securities of United States Government agenciestoiMaved this policy prior to the recent change<xiedit markets and believe this is an
appropriate approach for the investment of Comgangs in the current environment.
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Critical Accounting Policies and Estimates

In our 2008 Annual Report we identified our mostical accounting policies upon which our finanaiaindition depends as those relating
to oil and natural gas reserves, full cost methioacoounting, derivative transactions and hedgitiyities, income taxes and stock-based
compensation.

We assess the impairment for oil and natural gegesties for the full cost accounting method oruarterly basis using a ceiling test to
determine if impairment is necessary. If the neitadized costs of oil and natural gas propertiaseed the cost ceiling, we are subject to a
ceiling test write-down to the extent of such excésceiling test write-down is a charge to earsiagd cannot be reinstated even if the cost
ceiling increases at a subsequent reporting datequiired, it would reduce earnings and impactaimalders’equity in the period of occurren
and result in a lower depreciation, depletion amdization expense in the future.

Our ceiling test was calculated using hedge adjustarket prices of gas and oil at September 309 288ich were based on a Henry Hub
price of $3.30 per MMBtu and a West Texas Interraedoil price of $67.00 per Bbl (adjusted for basid quality differentials). Cash flow
hedges of natural gas production in place at Septe®0, 2009 increased the calculated ceiling vajuapproximately $50.7 million (pre-
tax). The use of these prices would have resiftedpre-tax writedown of $18.8 million at September 30, 2009. Asvakd under the full co
accounting rules, we re-evaluated our ceiling ¢@sDctober 29, 2009 using the market price for Métub of $4.59 per MMBtu and West
Texas Intermediate of $76.25 per Bbl (adjustedfmis and quality differentials). At these priaessh flow hedges of natural gas productic
place increased the calculated ceiling value by@apmately $29.3 million (pre-tax). Utilizing thegrices, the calculated ceiling amount
exceeded our net capitalized cost of oil and gapgaties. As a result, no write-down was recorfdedhe quarter ended September 30,
2009. Due to the volatility of commodity pricebosild natural gas and oil prices decline in therfeit we experience a significant downward
adjustment to our estimated proved reserves, aodfocommodity hedges settle and are not replatedpossible that another write-down of
our oil and gas properties could occur.

Our ceiling test was calculated using hedge adjustarket prices of gas and oil at March 31 and B&009, which were based on a
Henry Hub price of $3.63 per MMBtu and $3.89 per BiM, respectively, and a West Texas Intermedidtpraie of $46.00 per Bbl and
$66.25 per Bbl (adjusted for basis and qualityedéhtials), respectively, compared to prices of $fher MMBtu and $41.00 per Bbl at
December 31, 2008. Cash flow hedges of naturapgaduction in place at March 31 and June 30, 200@ased the calculated ceiling value
by approximately $79.7 million (pre-tax) and $5&8lion (pre-tax), respectively. Based upon thaealyses, we recorded a non-cash, pre-tax
write-down of $379.5 million at March 31, 2009 amd did not record a non-cash, pre-tax write-dowduae 30, 2009.

We have entered into financial fixed price swapthwrices ranging from $5.54 per MMBtu to $8.58 p#VIBtu covering approximately
4.8 million MMBLtu, or 49%, of our 2009 productiof,6 million MMBtu, or 11%, of our 2010 producticsnd 1.8 million MMBtu, or 5%, of
our 2011 production. We have also entered inttlesscollar transactions covering approximatebyr@illion MMBtu of our 2009 production
with an average floor price of $8.00 per MMBtu amdaverage ceiling price of $10.05 per MMBtu angdrapimately 1.8 million MMBtu of
our 2010 production and approximately 3.7 milliotMRBtu of our 2011 production with an average flooicp of $5.75 per MMBtu and an
average ceiling price of $7.55 per MMBtu. Approzitely 82% of total hedged transactions represerdgédd prices of commodities at the
PG&E Citygate and Houston Ship Channel. Our curcash flow hedge positions are with counterpastibe are lenders in our credit
facilities. This arrangement eliminates the nemdridependent collateral postings with respeetrip margin obligation resulting from a
negative change in fair market value of the deneatontracts in connection with our hedge relatesdlit obligations. As of September 30,
2009, we made no deposits for collateral. Ourvadifie instrument assets and liabilities relatedmmodity hedges that represent the
difference between hedged prices and market pocdedged volumes of the commaodities as of SepteB8he2009. We evaluated non-
performance risk using current credit default swalpes and default probabilities for each counteypand recorded a downward adjustmer
the fair value of our derivative assets in the amai $0.03 million at September 30, 2009.

We utilize counterparty and third party broker qasoto determine the valuation of our derivativérimeents. Fair values derived from
counterparties and brokers are further verifiedgishe settled price as of September 30, 2009 ¥vIEX futures contracts and exchange
traded contracts for each derivative settlemerdtion. We have used this valuation technique siheeadoption of the authoritative guidance
for fair value measurements on January 1, 2008wasmndave made no changes or adjustments to ouritgehsince then. We mark to market
on a quarterly basis.

Recent Accounting Developments

For a discussion of recent accounting developmsatsNote 2 to the Consolidated Financial StatesriarRart |. Item 1. Financial
Statements of this Form 10-Q.
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Results of Operations

Revenues. Our revenues are derived from the sale of ourral @atural gas production, which includes the ¢$fe€ qualifying hedge
contracts. Our revenues may vary significantlyrfrperiod to period as a result of changes in conitypdices or volumes of production
sold. Total revenue, including the effects of hiadgfor the first nine months of 2009 was $217i8iom, which is a decrease of $195.4
million, or 47%, from the nine months ended Septend®, 2008. Natural gas sales, excluding thetsffef hedging, decreased by $251.1
million. Of this decrease, $237.9 million is ditrtable to a 63% decrease in natural gas price$BB@ million is due to a 3% decrease in
production volumes. Oil sales decreased by $33lBmof which $20.4 million was attributable to56% decrease in the price of oil and $:
million was attributable to decreased productiépproximately 93% of our revenue was attributabl@atural gas sales on total volumes of
38.8 Bcfe in the first nine months of 2009.

The following table presents information regardouy revenues (including the effects of hedging) pratiuction volumes:

Three Months Ended Nine Months Ended
September 30, September 30,
% Change % Change
Increase/ Increase/
2009 2008 (Decrease) 2009 2008 (Decrease)
(In thousands, except percentages and per unit amots)

Natural gas sale $ 60,04¢ $ 114,30¢ (47%) $ 201,36( $ 362,89: (45%)
Oil sales 4,43E 15,72¢ (72%) 16,11¢ 49,94 (68%)
Total revenue $ 64,48: $ 130,03¢ (50%) $ 217,47¢ $ 412,83! (47%)
Production:
Gas (Bcf) 10.7 12.1 (12%) 36.¢ 38.1 (3%)
Oil (MBbls) 69.C 130.¢ (47%) 318.¢ 436.2 (27%)
Total Equivalents (Bcfe 11.1 12.¢ (14%) 38.¢ 40.¢ (5%)
$ per unit:
Avg. Gas Price per Mc $ 561 $ 9.47 (41%) $ 5.4¢ $ 9.51 (43%)
Avg. Gas Price per Mcf excluding

hedge: $ 347 $ 10.47 (67%) $ 3.8z $ 10.2¢ (63%)
Avg. Oil Price per Bb $ 64.2¢ $ 120.6¢ (47%) $ 50.5¢ $ 114.4¢ (56%)
Avg. Revenue per Mcfe including

hedge: $ 581 $ 10.0¢ (42%) $ 561 $ 10.12 (45%)

Natural Gas. For the three months ended September 30, 200&ahgas revenue decreased by $54.3 million, dinlythe realized
impact of derivative instruments, from the compéegieriod in 2008, to $60.0 million from $114.3 fwih. This decrease is primarily due to
significant decline in commodity prices. The aggrgas price, including the effects of hedging réased by $3.86 per Mcf from $9.47 per
Mcf for the three months ended September 30, 2085161 per Mcf for the comparable period in 2009e effect of gas hedging activities on
natural gas revenue for the three months endec:®&etr 30, 2009 was a gain of $22.9 million as caegb#o a loss of $12.1 million for the
three months ended September 30, 2008.

For the nine months ended September 30, 2009,aha@as revenue decreased by 45%, or $161.5 millichyding the realized impact of
derivative instruments, from the same period in@@0$201.4 million. This decrease was due tonetcaverage gas price. The average gas
price, including the effects of hedging, decreasgd3%, or $4.05 per Mcf, from $9.51 per Mcf foethine months ended September 30, 2008
to $5.46 per Mcf for the same period in 2009. €ffect of gas hedging activities on natural gagnewe for the nine months ended September
30, 2009 was a gain of $60.1 million as compared lwss of $29.4 million for the nine months en&eptember 30, 2008.

Crude Oil. For the three months ended September 30, 200®venue was $4.4 million as compared to $15.Hanifor the same
period in 2008. This decrease is attributabldnéoaverage realized price decrease of $56.38 ddrddbh $120.66 per Bbl for the three months
ended September 30, 2008 to $64.28 per Bbl fothttee2 months ended September 30, 2009. The decireail production volumes was
primarily due to a decline in well performance at 8abine Lake property.

For the nine months ended September 30, 200%\@hue decreased by 68%, or $33.8 million, comp@réte same period in 2008 to
$16.1 million. This decrease is primarily attriédole to lower average oil prices of $50.55 perfbkhe nine months ended September 30,
2009 compared to $114.48 per Bbl for the same geni@008. Oil volumes decreased overall by 27%He nine months ended Septembe
2009 compared to the same period in 2008 due tedses in production in Sabine Lake and the Gull@Xico region compared to the same
period in 2008.
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Operating Expenses

The following table presents information regardiuy operating expenses:

Three Months Ended Nine Months Ended
September 30, September 30,
% Change % Change
Increase/ Increase/
2009 2008 (Decrease) 2009 2008 (Decrease)
(In thousands, except percentages and per unit amots)
Lease operating expen $ 13,31 $ 12,85 4% $ 47,921 $ 40,44t 18%
Production taxe 1,10¢ 2,33¢ (53%) 4,18: 11,52¢ (64%)
Depreciation, depletion ar
amortization 23,02¢ 46,95! (51%) 95,92¢ 150,10¢ (36%)
Impairment of oil and gas properti - 205,65¢ (10C%) 379,46. 205,65¢ 85%
General and administrative co 10,41« 15,41¢ (32%) 32,35¢ 41,04 (21%)
$ per unit:
Avg. lease operating expense per M $ 12C $ 1.0C 2% $ 124 $ 0.9¢ 25%
Avg. production taxes per Mc $ 0.1C $ 0.1¢ (44%) $ 0.11 $ 0.2¢ (61%)
Avg. DD&A per Mcfe $ 207 $ 3.64 (43%) $ 247 % 3.6¢ (33%)
Avg. G&A per Mcfe $ 094 $ 1.1¢ (21%) $ 08: $ 1.01 (18%)

Lease Operating Expense. Lease operating expense increased $0.5 milliothe three months ended September 30, 2009 gsarethto
the three months ended September 30, 2008. Tdralbincrease is due primarily to a $1.3 milliowciease in direct lease operating expense, ¢
$0.3 million increase in insurance expense, and.2 illion increase in ad valorem tax expenseig@irtoffset by a $1.3 million decrease in
workover expenses. The increase in direct leaseatipng expense is due to increased operating segdrom newly acquired properties from
the Petroflow and Constellation acquisitions, whackcurred during the second and fourth quarte068, respectively, as well as non-
operated lease operating expense. The incredssurance expense is primarily due to increasechjpras for new policies and the increase in
ad valorem tax expense is primarily due to highreperty value assessments in California. The deserén workover expenses is due primarily
to the September 2009 receipt of insurance procetaied to Hurricane Ike, which occurred in Seften008, and to an overall decrease in
workover activity.

Lease operating expense increased $7.5 milliothBonine months ended September 30, 2009 as codhfmatiee nine months ended
September 30, 2008. The overall increase is dagb®5 million increase in direct lease operaérgense primarily related to acquisitions and
non-operated lease operating expense and a $2i@miiicrease in ad valorem tax expense partidfiyed by a $0.3 million decrease in
insurance expense and a $1.6 million decrease iikover expense primarily due to the receipt of rasge proceeds related to Hurrican Ike.
The higher costs are related to the increase indhgber of operating wells, particularly in the Ries and South Texas due to acquisitions and
the Lobo drilling program, and the higher ad vatoraxes are due to higher property value assessrime@alifornia.

Production Taxes. Production taxes decreased $1.2 million for theghmonths ended September 30, 2009 as compareel tiorée
months ended September 30, 2008 primarily duee® % decrease in realized natural gas and oggrexcluding hedges, and the 14%
decrease in production.

Production taxes decreased $7.3 million for the mmonths ended September 30, 2009 as comparee hing months ended September
30, 2008 primarily due to the 63% decrease inzedlhatural gas and oil prices, excluding hedgestlae 5% decrease in production.

Depreciation, Depletion and Amortization. Depreciation, depletion and amortization (“DD&A€xpense decreased $23.9 million for the
three months ended September 30, 2009 as comatteel three months ended September 30, 2008. ddrease is due to the full cost ceiling
test impairment charges recognized during the skbalf of 2008 and during the first quarter of 20@®ich decreased the full cost pool and
thus the DD&A rate. The DD&A rate for the thirdayter of 2009 was $2.07 per Mcfe while the ratetffierthird quarter of 2008 was $3.64 per
Mcfe. The decrease in the rate was due to a Ifwllerost asset base over a comparable reserveit#se third quarter of 2009 as compare
the same period in 2008.
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DD&A expense decreased $54.2 million for the nimenths ended September 30, 2009 as compared tingaenonths ended September
30, 2008. The decrease is due to the full cosihgetiest impairment charges recognized duringsimond half of 2008 and during the first
quarter of 2009 which decreased the full cost jpmol thus the DD&A rate. The DD&A rate for the nmenths ended September 30, 2009
$2.47 per Mcfe while the rate for the same perib2098 was $3.68 per Mcfe. The decrease in treewas due to a lower full cost asset base
over a comparable reserve base in the first thueeters of 2009 as compared to the same periodds.2

Impairment of Oil and Gas Properties. The table below sets forth relevant assumptiorizedi in our quarterly ceiling test computations
for the respective periods noted.

2009
Total September
Impairment 30 June 30 March 31
Henry Hub natural gas price (per MMBI{(® $ 45¢ % 3.8¢ % 3.6¢
West Texas Intermediate oil price (per B® $ 76.28 % 66.2t $ 46.0(
Increase (decrease) of calculated ceiling valuetdwash flow hedges
(pre-tax) (in thousands $ 29,33 % 55,29¢ $ 79,66+
Impairment recorded (p-tax) (in thousands $ 379,46 $ - $ - $ 379,46
2008
Total September
Impairment 30 June 30 March 31
Henry Hub natural gas price (per MMBI{(2 7.1z 13.1C $ 9.37
$ 105.6:

Increase (decrease) of calculated ceiling valuetdwash flow hedge
(pre-tax) (in thousands 37,44(
Impairment recorded (p-tax) (in thousands $ 205,65¢ $ 205,65¢ $

$ $
West Texas Intermediate oil price (per B@ $ 96.37 $ 140.2:
$ $

(141,12) $ (60,049
- $ -

(1) Our ceiling test was calculated using healdjested market prices of gas and oil at Septe®®e2009, which were based on a Henry
Hub price of $3.30 per MMBtu and a West Texas Imidiate oil price of $67.00 per Bbl (adjusted fasis and quality
differentials). Cash flow hedges of natural gasdpiction in place at September 30, 2009 incredszddlculated ceiling value by
approximately $50.7 million (pre-tax). The usefudse prices would have resulted in a pre-tax vaaen of $18.8 million at
September 30, 2009. As allowed under the full assbunting rules, we re-evaluated our ceiling d@sOctober 29, 2009 using the
market price for Henry Hub of $4.59 per MMBtu ané@¥/Texas Intermediate of $76.25 per Bbl (adjuitethasis and quality
differentials). At these prices, cash flow hedgesatural gas production in place increased theutated ceiling value by
approximately $29.3 million (pre-tax). Utilizingése prices, the calculated ceiling amount exceededet capitalized cost of oil and
gas properties. As a result, no w-down was recorded for the quarter ended Septenth&(®9.

(2) Adjusted for basis and quality differentia

Due to the volatility of commodity prices, shouldtaral gas and oil prices decline in the future ewperience a significant downward
adjustment to our estimated proved reserves, andfocommodity hedges settle and are not replacedpossible that another write-down of
our oil and gas properties could occur.

General and Administrative Costs. General and administrative costs decreased lByrillion for the three months ended September 30,
2009 as compared to the three months ended Sept@mh2008. This decrease is primarily due todberease of $5.7 million in legal
expenses incurred during the third quarter of 288 ciated with the Calpine litigation, which wagled during the fourth quarter of 2008, the
$0.6 million decrease in contract services, andifrerease of $0.5 million in bonus accrual. Thiesereases were partially offset by an incr
in salaries, wages and benefits expense of $1ldbmdue to an increase in headcount of 13 empleyaethe third quarter of 2009 compare
the third quarter of 2008 as well as an increasgpiion and stock expense of $0.6 million primadlye to the severance agreement with the
former controller.

General and administrative costs decreased byr®8i@n for the nine months ended September 309289 compared to the nine months
ended September 30, 2008. The decrease is prindaiglyo the decrease of $11.7 million in legal f@gsociated with the Calpine litigation,
which was settled during the fourth quarter of 200&1 a $1.2 million decrease in the bonus acaffisét by $3.3 million of higher payroll and
benefit costs relating to the increase in empldyesdcount and $1.1 million of increased office exgense for additional office space in
Houston.
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Total Other Expense

Total other expense includes interest expenseagsitencome and other income/expense, net whigleased $2.7 million for the three
months ended September 30, 2009 compared to the thonths ended September 30, 2008. The inte@she is earned on cash balances,
which were lower during the quarter ended SepterBbeR009 compared to September 30, 2008. Interpsinse was higher for the quarter
ended September 30, 2009 compared to the samel pe2008 due primarily to an increase in interages related to the debt refinancing. The
weighted average interest rate for the third quat®009 was 4.99% compared to 4.14% for the saenied in 2008.

For the nine months ended September 30, 2009,dthtal expense increased by $4.0 million as condp@réhe nine months ended
September 30, 2008 primarily as a result of reduicenlest income earned due to lower cash baldocele period ended September 30, 2009
compared to the same period in 2008 and increasekst expense due to increased interest ratesessilt of the debt refinancing during the
period. The year to date weighted average intea¢stfor the period ended September 30, 2009 v&8&compared to 4.10% for the same
period in 2008.

Provision for Income Taxes

The effective tax rate for the three and nine merthded September 30, 2009 was 40.2% and 36.8p&ctagly. The effective tax rate
for the three and nine months ended September0B8 ®as 37.2% and 38.6%, respectively. The prowifio income taxes differs from the
computed at the federal statutory income tax retegyily due to state income taxes, tax creditshartfall related to stockased compensatic
and other permanent differences. The income tagfitdor the nine months ended September 30, 2@€lAdes a $1.0 million downward
adjustment recorded in the three months ended MatcR009 related to 2008 state taxes.

We provide for deferred income taxes on the difiesebetween the tax basis of an asset or liakifity its carrying amount in our financial
statements in accordance with authoritative guiddocaccounting for income taxes. This differemdkéresult in taxable income or
deductions in future years when the reported amoliite asset or liability is recovered or settlexbpectively. Considerable judgment is
required in determining when these events may ocaedrwhether recovery of an asset is more likedy thot. Deferred tax assets are reduced
by a valuation allowance when, in the opinion ofagement, it is more likely than not that someiporor all of the deferred tax assets will
not be realized. At September 30, 2009, we hadeferred tax asset of approximately $176.0 milliesulting primarily from the difference
between the book basis and tax basis of our oilnataral gas properties. We believe that it isarieely than not that this deferred tax asset
will be realized through future taxable income gated by the production of our oil and natural gesperties.

Liquidity and Capital Resources

Our primary source of liquidity and capital is mperating cash flow. We also maintain a revolving lof credit, which can be accessed as
needed to supplement operating cash flow. Addifignwe have an effective universal shelf registrastatement on file with the SEC, which
positions us to raise additional funds in the adpitarkets as deemed appropriate. However, wertlyrdo not have any stated plans to issue
securities.

Operating Cash Flow . Our cash flows depend on many factors, includiregprice of oil and natural gas and the succéssio
development and exploration activities as welluare acquisitions. We have the discretion to marag exposure to commodity price
fluctuations by executing derivative transactiomsi¢dge the change in prices of a portion of oadpction, thereby mitigating our exposure to
price declines, but these transactions will alsotlbur earnings potential in periods of risingurat gas prices. The effects of these derivative
transactions on our natural gas sales are discadsae under “Results of Operations — Natural G&ut current hedge positions are expected
to increase revenue by $14.7 million during thetloguarter of 2009. The majority of our capitapenditures are discretionary and could be
curtailed if our cash flows decline from expecteddls. Current economic conditions and lower cowmitygrices could adversely affect our
cash flow and liquidity. We will continue to monitour cash flow and liquidity and if appropriateg wiay consider accessing capital marke
adjusting our capital expenditure program.
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Senior Secured Revolving Line of Credit. On April 9, 2009, we entered into the RestateddResr with BNP Paribas, as Administrative
Agent, and the other lenders identified thereinvaliog a senior secured revolving line of credittie amount of up to $600.0 million, replac
the prior revolving credit agreement, and extendisgerm until July 1, 2012. Availability underetfRestated Revolver is restricted to the
borrowing base, which is subject to review and sitijient on a send@nnual basis and other interim adjustments, inolyididjustments based
our hedging arrangements. Our borrowing basepsmgent on a number of factors including our |®fgkserves as well as the pricing outl
at the time of the redetermination. A reductiorapital spending could result in a reduced leveksérves thus causing a reduction in the
borrowing base. The borrowing base under the ResfRéevolver was set at $375.0 million as of Seper80, 2009. We completed our
borrowing base review during October 2009 and tivedwing base under the Restated Revolver was egtifiom $375.0 million to $350.0
million. Amounts outstanding under the RestateddReer bear interest, as amended, at specified imaayer London Interbank Offered Rate
(LIBOR) of 2.25% to 3.00%. Borrowings under the Résd Revolver are collateralized by perfected firrity liens and security interests on
substantially all of our assets, including a moggyien on oil and natural gas properties havingadt 80% of the pre-tax SEC PV-10 reserve
value, a guaranty by all of our domestic subsidgrand a pledge of 100% of the membership intecgdstomestic subsidiaries. These
collateralized amounts under the mortgages aressutyj semi-annual reviews based on updated regdorenation. We are subject to the
financial covenants of a minimum current ratio of kess than 1.0 to 1.0 as of the end of eachlfepcarter and a maximum leverage ratio of
not greater than 3.5 to 1.0, calculated at thecdrdich fiscal quarter for the four fiscal quartédrsn ended, measured quarterly with the pro
forma effect of acquisitions and divestitures. S&ptember 30, 2009, our current ratio was 5.7 la@detverage ratio was 1.6. In addition, we
are subject to covenants limiting dividends anceotiestricted payments, transactions with affisatacurrence of debt, changes of control,
asset sales, and liens on properties. We werempléance with all covenants at September 30, 20D0.0October 22, 2009, we entered into the
First Amendment to the Restated Revolver that del#ie “Reference Bank Cost of Funds Rate” optiahé definition of Alternate Base Rate,
allows the Company to make investments in US govent securities, which mature in 15 months rathan tone year, provides for certain
other modifications to permitted investments, araljges for the release of the Lenders’ lien ordain deposit account. As of November 6,
2009, we have $190.0 million outstanding, whicHug and payable on July 1, 2012, with $160.0 nmilawailable for borrowing under the
Restated Revolver.

Second Lien Term Loan.  On April 9, 2009, we also entered into RestatethTLoan with BNP Paribas, as Administrative Agamitl othe
lenders identified therein replacing the prior Tdroan extending its term until October 2, 2012.®waiings under the Restated Term Loan
were initially set at $75.0 million and bear intgrat LIBOR plus 8.5% with a LIBOR floor of 3.5%h@& Restated Term Loan had an option to
increase fixed and floating rate borrowings by @@$25.0 million to $100.0 million prior to May 9029. We exercised this option on April 21,
2009 and the increased borrowings consisted of i#lidn of floating rate borrowings and $20.0 riah of fixed rate borrowings at 13.75%.
The loan is collateralized by second priority liemssubstantially all of our assets. We are suligetiie financial covenants of a minimum asset
coverage ratio of not less than 1.5 to 1.0 and x@mam leverage ratio of not more than 4.0 to 1dc¢ulated at the end of each fiscal quarte
the four fiscal quarters then ended, measured epiyartith the pro forma effect of acquisitions atidestitures. At September 30, 2009, our
asset coverage ratio was 3.0 and the leveragewasdlL.6. In addition, we are subject to covenlimising dividends and other restricted
payments, transactions with affiliates, incurreatdebt, changes of control, asset sales, and tienmoperties. We were in compliance with
covenants at September 30, 2009. As of Septenth@089, we had $80.0 million of variable rate barings and $20.0 million of fixed rate
borrowings outstanding under the Restated Term LagrSeptember 30, 2009, the principal balanc#nefRestated Term Loan was due and
payable on October 2, 2012. On October 22, 20@%lso entered into the First Amendment to thededtTerm Loan that also deletes the
“Reference Bank Cost of Funds Rate” option in teBnition of Alternate Base Rate, allows the Comptmmake investments in US
government securities, which mature in 15 monttiserathan one year, provides for certain other fications to permitted investments, and
provides for the release of the Lenders’ lien @erdain deposit account.

Our current liquidity position is supported by Restated Revolver. Our ability to raise capitgletels on the current state of the capital
markets, which are subject to general economidrashastry conditions. We will continue to monitoetfinancial markets as the availability
price of capital in these markets could negatiafgct our liquidity position.

Cash Flows

The following table presents information regardihg change in our cash flow:

Nine Months Ended

September 30,
2009 2008
(In thousands)
Cash flows provided by operating activit $ 122,92: % 326,30:
Cash flows used in investing activiti (82,009 (197,177
Cash flows (used in) provided by financing actesti (18,079) 2,83¢
Net increase in cash and cash equival $ 22,84: % 131,96°

Operating Activities. Key drivers of net cash provided by operating dii¢is are commodity prices, production volumes aosts and
expenses, which primarily include operating castses other than income taxes, transportation andrgl and administrative expenses. Net
cash provided by operating activities continuetléa primary source of liquidity and capital usedinance our capital program.
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Cash flows provided by operating activities deceeldsy $203.4 million for the nine months ended Seyter 30, 2009 as compared to the
same period for 2008. The decrease in 2009 priynasulted from lower realized average natural@ad oil prices. In addition, at September
30, 2009, we had a working capital surplus of $56ilion. This surplus was primarily attributalite the increase in derivative instruments
a decrease in accrued liabilities and royaltiesapbe

Investing Activities. The primary driver of cash used in investingwiogs is capital spending.

Cash flows used in investing activities decreasefiId 5.2 million for the nine months ended Septen@®ie 2009 as compared to the same
period for 2008. During the nine months ended &aper 30, 2009, we participated in the drilling3é6fgross wells as compared to the drilling
of 112 gross wells during the same period in 2008.

Financing Activities. The primary drivers of cash (used in) providgdibancing activities are borrowings and repayrsett the
revolving credit facility and equity transactiorssaciated with the exercise of stock options artinvg of restricted stock.

Cash flows (used in) provided by financing actastdecreased by $20.9 million as compared to the geriod for 2008. The net
decrease is primarily related to $40.0 million afyments on the revolving credit facility in the sed and third quarters of 2009, $5.9 milliol
loan fees paid in connection with the Restated Rev@and Restated Term Loan during the second guaft2009, offset by $28.4 million of
borrowings on the revolving credit facility duritige first half of 2009.

Capital Expenditures

Our capital expenditures for the nine months erfiggtember 30, 2009 decreased by $99.0 million 50%®illion compared to the same
period in 2008. During the nine months ended Seper 30, 2009, we participated in the drilling 6f@oss wells with the majority of these
being in the Lobo region. Our positive operatiaglt flow and cash on hand are sufficient to fuehpéd capital expenditures for 2009,
which are projected to be $125.0 million. We htheadiscretion to adjust capital spending plansubhout the remainder of the year in
response to market conditions and the availabifitgroceeds from possible divestitures.

Commodity Price Risk, Interest Rate Risk and Rethtéedging Activities

The energy markets have historically been verytiteland there can be no assurance that oil andadajas prices will not be subject to
wide fluctuations in the future. To mitigate oupesure to changes in commodity prices, managenesigds oil and natural gas prices from
time to time primarily through the use of certagridative instruments including fixed price swalbpasis swaps, costless collars and put opt
Although not risk free, we believe these activitig8 reduce our exposure to commaodity price flatians and thereby achieve a more
predictable cash flow. Consistent with this poliaig have entered into a series of natural gas {fprez swaps and costless collars, which are
intended to establish a fixed price or an aversym faind ceiling price for 4 to 11% of our expectedural gas production through 2011. The
fixed-price swap agreements we have entered into regajnments to (or receipts from) counterparties basethe differential between a fix
price and a variable price for a notional quamityatural gas without the exchange of underlyintumes. The notional amounts of these
financial instruments were based on expected prpveduction from existing wells at inception of thedge instruments.

As of September 30, 2009, borrowings under our&edtRevolver and Restated Term Loan mature onlJi@12 and October 2, 2012,
respectively, and bear interest at a LIBOR-bastsl fighis exposes us to risk of earnings loss dulecteases in market interest rates. To
mitigate this exposure, as of September 30, 20@have entered into a series of interest rate sgegements through December 2010. If we
determine the risk may become substantial anddbts @re not prohibitive, we may enter into add#idnterest rate swap agreements in the
future.

The following table sets forth the results of condlity and interest rate swap hedging transactiothese¢nts for the period ended
September 30, 2009:

Three Months Ended Nine Months Ended
September 30, September 30,
Natural Gas 2009 2008 2009 2008
Quantity settled (MMBtu 5,256,97. 6,706,09: 15,599,49 19,498,52
Increase (decrease) in natural gas sales revemtigofisands $ 22,91¢ % (12,12%) $ 60,077 $ (29,42()
Interest Rate Sway
Increase (decrease) in interest expense (In thds} $ - $ (372) $ 1,03 $ (832
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In accordance with the authoritative guidance fmivdatives, all derivative instruments, not destgdaas a normal purchase sale, are
recorded on the balance sheet at fair market \&ldechanges in the fair market value of the ddxigatare recorded each period in current
earnings or other comprehensive income, dependingh®ther a derivative is designated as a hedgsacsion, and depending on the type of
hedge transaction. Our derivative contracts ark ftaw hedge transactions in which we are heddimgvariability of cash flow related to a
forecasted transaction. Changes in the fair maskleie of these derivative instruments are repdrtexther comprehensive income and
reclassified as earnings in the period(s) in wigiaimings are impacted by the variability of thenclew of the hedged item. We assess the
effectiveness of hedging transactions on a qugrberdis, consistent with documented risk managesteategy for the particular hedging
relationship. Changes in the fair market valuehefinheffective portion of cash flow hedges, if aase included in other income (expense).

Our current commaodity and interest rate hedge ositare with counterparties that are participantsur credit facilities. This allows us
secure any margin obligation resulting from a niegathange in the fair market value of the derixationtracts in connection with our credit
obligations and eliminate the need for independettateral postings. As of September 30, 2009hae no deposits for collateral.

Capital Requirements

The historical capital expenditures summary tablia¢luded in Item 1. Business in our 2008 Annuep&t and is incorporated herein by
reference.

Our capital expenditures for the period ended Sapgz 30, 2009 were $85.9 million, and we have ptargarefully execute an organic
capital program in 2009 that can be funded frorarimlly generated cash flows. We also have theretion to access capital markets, if
appropriate, and use available cash, borrowingsodr Restated Revolver, and proceeds from divess to fund capital expenditures,
including acquisitions, that make sense for the Gamy. However, our main priority for the foresdediture is to preserve liquidity and
maximize the financial position of the Company.

Commitments and Contingencies

As is common within the industry, we have entergd various commitments and operating agreemelateceto the exploration and
development of and production from proved oil aatural gas propertieslt is management’s belief that such commitments lvéimet
without a material adverse effect on our finanpiasition, results of operations or cash flows.

We are party to various litigation matters and adstiative claims arising out of the normal coun§business. Although the ultimate
outcome of each of these matters cannot be ablotigeermined, and the liability the Company matjnutely incur with respect to any one
these matters in the event of a negative outcomelmdn excess of amounts currently accrued wisheet to such matters, management does
not believe any such matters will have a matedakase effect on the Company’s financial positi@sults of operations or cash flows.

It em 3. Quantitative and Qualitative DisclosuresAbout Market Risk

We are currently exposed to market risk primariated to adverse changes in oil and natural dasgpand interest rates. We use
derivative instruments to manage our commodityeprisk caused by fluctuating prices and our intena&te risk caused by fluctuating interest
rates. We do not enter into derivative instruméntdérading purposes. For information regarding exposure to certain market risks, see Item
7A. “Quantitative and Qualitative Disclosure Abddiarket Risk” in our 2008 Annual Report and Notendliuded in Part . Item 1. Financial
Statements of this Form 10-Q.

At September 30, 2009, we had open natural gagadiv@ hedges in an asset position with a fair @@fi$19.2 million. A 10 percent
increase in natural gas prices would reduce thievédile by approximately $8.3 million, while a 18rpent decrease in natural gas prices would
increase the fair value by approximately $8.1 willi The effects of these derivative transactionswr natural gas sales are discussed above
under “Results of Operations — Natural Gas”. Additlly, at September 30, 2009, we had open inteags swap hedges in a liability position
of $0.6 million. A 10 percent increase in inteneges would increase the fair value by approxihgat6.09 million, while a 10 percent decre
in interest rates would decrease the fair valuagproximately $0.09 million. These fair value ches assume volatility based on prevailing
market parameters at September 30, 2009. In additie majority of our capital expenditures iscdi$ionary and could be curtailed if our ¢
flows decline from expected levels.

Our current cash flow hedge positions are with terparties who are lenders in our credit faciliti®&ased upon communications with
these counterparties, the obligations under thassactions are expected to continue to be meeWkiated non-performance risk using
current credit default swap values and default gbdlties for each counterparty and recorded a deavd adjustment to the fair value of our
derivative assets in the amount of $0.03 millio®eptember 30, 2009. We currently know of no eirstances that would limit access to our
credit facility or require a change in our debhedging structure.
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Ite m 4. Controls and Procedures

(a) Under the supervision and with the participatdd our management, including our Chief Execu@fécer and Chief Financial
Officer, we conducted an evaluation of the effemtigss of the design and operation of our disclosomérols and procedures, as defined in
Rules 13a-15(e) and 15d-15(e) under the SecuEtelange Act of 1934, as amended (“Exchange Aag)pf September 30, 2009. Based on
that evaluation, the Chief Executive Officer andeElrinancial Officer concluded that, as of Septem®0, 2009, our disclosure controls and
procedures were effective in providing reasonabtignce that information required to be discldseds in the reports filed or submitted by
us under the Exchange Act is recorded, processetnarized and reported within the time periods gigekcin the SEC's rules and forms, and
that such information is accumulated and commuadtéd the Company’s management, including the (welcutive Officer and Chief
Financial Officer, as appropriate, to allow timelgcisions regarding required disclosure.

Other than the remediation measure described betaer “Management’s Remediation Efforts” no chaimgeur internal control over
financial reporting (as defined in Rules 13a-15(fJl 15d-15(f) under the Exchange Act) occurredmdyiie fiscal quarter ended September 30,
2009 that has materially affected, or is reasonhkdyy to materially affect, our internal controler financial reporting.

Managemen’'s Remediation Efforts In our Quarterly Report on Form 10-Q for the persodied June 30, 2009, management concluded that
the Company did not maintain effective controlsrae monthly calculation and review of the DD&Apense calculation as of June 30, 2009,
which constituted a material weakness. Specificalffiective controls did not exist to ensure thweg proper inputs were used in the calculation.

During the third quarter of 2009, management h&sieced the controls over its DD&A expense calcofafirocess to ensure that the
proper inputs are used in the calculation. Spelficmanagement has performed a more comprehensiwvehly review of the calculation,
including a month to month comparison of varianog#nancial components of the calculation and tgrdy verification by operations
personnel that reserve information and associaists @re correct and properly included in the datmn. The enhanced controls have ena
management to ensure that the DD&A expense caionlat performed accurately. These enhanced dsntrere in place and operating
effectively as of September 30, 2009.

(b) Other than as noted above, there were no csangmir internal control over financial reportitigit occurred during the most recent
fiscal quarter that have materially affected, @ Brasonably likely to materially affect, our imtak control over financial reporting.
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PA RT Il. Other Information
Item 1. Legal Proceedings

We are party to various oil and natural gas lifigatmatters arising out of the ordinary course udibess as well as administrative claims
related to employment issues. While the outcontbede proceedings cannot be predicted with céytaire do not expect these matters to
have a material adverse effect on the consolidatadcial statements.

It em 1A. Risk Factors

As of the date of this filing, there have been raterial changes in our risk factors from those jmesly disclosed in Iltem 1A of our 2008
Annual Report, except as set forth below.

Certain federal income tax deductions currently akable with respect to oil and gas exploration adévelopment may be eliminated as
a result of future legislation.

Among the changes contained in President Obamalgdiproposal, released by the White House on Bep2a6, 2009, is the elimination
of certain key U.S. federal income tax preferermasently available to oil and gas exploration andduction companies. Such changes
include, but are not limited to, (i) the repeatlnd percentage depletion allowance for oil andpgaperties; (ii) the elimination of current
deductions for intangible drilling and developmeasts; (iii) the elimination of the deduction fartain U.S. production activities; and (iv) an
extension of the amortization period for certainlggical and geophysical expenditures. Additionathe Senate Bill version of the QOil
Industry Tax Break Repeal Act of 2009, introducedAgril 23, 2009, and the Senate Bill version @& tEnergy Fairness for America Act,
introduced on May 20, 2009, include many of theppsals outlined in President Obama’s budget prdpds& unclear, however, whether any
such changes will be enacted or how soon such esacwuld be effective. The passage of any legslats a result of the budget proposal,
either Senate Bill or any other similar change i Uederal income tax law could eliminate certaixideductions within the industry that are
currently available with respect to oil and gaslesgtion and production development, and any siamge could negatively affect our
financial condition and results of operations.

Ite m 2. Unregistered Sales of Equity Securitiesnal Use of Proceeds

Purchases of Equity Securities by the Issuer and Affiliated Purchasers for the three months ended September 30, 2009

Maximum
Number (or
Total Approximate
Number of  Dollar Value)
Shares of Shares
Purchased a: that May yet
Total Part of Be
Number of Publicly Purchased
Shares Average Announced Under the
Purchased Price Paid Plans or Plans or
Period (1) per Share Programs Programs
July 1- July 31 3,05¢ $ 8.7¢ - -
August 1- August 31 534 10.4¢ - -
September 1 - September 30 1,32: 11.9¢ - -
Total 4,91t $ 9.82 - -

(1) All of the shares repurchased were surrendeyezmployees to pay tax withholding upon the vestf restricted stock awards. These
repurchases were not part of a publicly announcedrpm to repurchase shares of our common stocldamae have a publicly annount
program to repurchase shares of our common s

Issuance of Unregistered Securities
None.

Ite m 3. Defaults Upon Senior Securities
None.

It em 4. Submission of Matters to a Vote of Secusi Holders

None.

Iltem 5. Other Inf orm ation



None.
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Ite m 6. Exhibits

Exhibit Number

Description

3.1

3.2

4.1

10.18

10.19

10.44*

10.45*

311

31.2

32.1

Certificate of Incorporation (incorporated herejnrbference to Exhibit 3.1 to the Comp’s Registration Statement
Form &-1 filed on October 7, 2005 (Registration No. -128888)).

Amended and Restated Bylaws (incorporated herirefgrence to Exhibit 3.2 to the Company's Curregppdt on Forn
8-K filed on December 10, 2008 (Registration No.-51801)).

Registration Rights Agreement (incorporated hebgimeference to Exhibit 4.1 to the Company’s Regt&in Statement
on Form &1 filed on October 7, 2005 (Registration No. -128888)).

Amended and Restated Senior Revolving Credit Agesgrtincorporated herin by reference to Exhibitl8dto the
Company's Current Report on For-K filed on April 15, 2009 (Registration No. 0-51801)).

Amended and Restated Second Lien Term Loan Agreefimeonrporated herin by reference to Exhibit 10td$he
Company's Current Report on Fori-K filed on April 15, 2009 (Registration No. 0-51801)).

First Amendment dated October 22, 2009 to AmendedRestated Senior Revolving Credit Agreement hétddereto ¢
Exhibit 10.44.

First Amendment dated October 22, 2009 to AmendedRestated Second Lien Term Loan Agreement attislcbesto a
Exhibit 10.45.

Certification of Periodic Financial Reports by Chiiexecutive Officer in satisfaction of Section 30Pthe Sarban-Oxley
Act of 2002

Certification of Periodic Financial Reports by Ctiénancial Officer in satisfaction of Section 36Pthe Sarban«-Oxley
Act of 2002

Certification of Periodic Financial Reports by Chiiexecutive Officer and Chief Financial Officer satisfaction of
Section 906 of the Sarbal-Oxley Act of 2002

*  Filed herewitr
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SI GNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by
the undersigned thereunto duly authorized.

ROSETTA RESOURCES INC

By: /s/ MICHAEL J. ROSINSKI

Michael J. Rosinsk

Executive Vice President and Chief Financial Officer

(Duly Authorized Officer and Principal Financial fi2er)

Date: November 6, 2009
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Exhibit Number

ROSETTA RESOURCES INC.

EXHIBIT INDEX

Description

3.1

3.2

4.1

10.18

10.19

10.44*

10.45*

311

31.2

32.1

Certificate of Incorporation (incorporated hereinrbference to Exhibit 3.1 to the Company’s Regi#bn Statement on
Form &-1 filed on October 7, 2005 (Registration No. -128888)).

Amended and Restated Bylaws (incorporated herirefgrence to Exhibit 3.2 to the Company's Curregpdt on Forn
8-K filed on December 10, 2008 (Registration No.-51801)).

Registration Rights Agreement (incorporated hebgimeference to Exhibit 4.1 to the Company’s Regi&in Statement
on Form &1 filed on October 7, 2005 (Registration No. -128888)).

Amended and Restated Senior Revolving Credit Agesgrtincorporated herin by reference to Exhibitl8dto the
Company's Current Report on For-K filed on April 15, 2009 (Registration No. 0-51801)).

Amended and Restated Second Lien Term Loan Agreefimenrporated herin by reference to Exhibit 10td$he
Company's Current Report on Fori-K filed on April 15, 2009 (Registration No. C-51801)).

First Amendment dated October 22, 2009 to AmendedRestated Senior Revolving Credit Agreement hétddereto ¢
Exhibit 10.44.

First Amendment dated October 22, 2009 to AmendedRestated Second Lien Term Loan Agreement attislcbesto a
Exhibit 10.45.

Certification of Periodic Financial Reports by Ctiiexecutive Officer in satisfaction of Section 362the Sarbane®xley
Act of 2002

Certification of Periodic Financial Reports by Ctiénancial Officer in satisfaction of Section 36Pthe Sarban«-Oxley
Act of 2002

Certification of Periodic Financial Reports by Chiiexecutive Officer and Chief Financial Officer satisfaction o
Section 906 of the Sarbal-Oxley Act of 2002

*  Filed herewitr
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E XH IBIT 10.44

FIRST AMENDMENT
TO
AMENDED AND RESTATED SENIOR REVOLVING CREDIT AGREEMENT
Among

ROSETTA RESOURCESINC.,
as Borrower,

BNP PrRiBAS ,
as Administrative Agent,

and

The Lenders Signatory Hereto

Effective as of October 1, 2009




FIRST AMENDMENT TO AMENDED AND RESTATED SENIOR REVOLVING CREDIT AGREEMENT

This FRST AMENDMENT TO AMENDED AND RESTATED SENIOR REVOLVING CREDIT AGREEMENT (this “ First Amendment) execute
effective as of the October 1, 2009 (the “ Firstéxrdment Effective Datd is among RSETTA RESOURCESINC., a corporation formed under
laws of the State of Delaware (the “ Borrowgreach of the undersigned guarantors (the “ Gutara”, and together with the Borrower, the “
Obligors™); each of the Lenders that is a signatory heretm} BNP RRIBAS , as administrative agent for the Lenders (in stagiacity, togeth
with its successors, the “ Administrative Agént

Recitals

A. The Borrower, the Administrative Agearid the Lenders are parties to that certain Ameratel Restated Senior Revolv
Credit Agreement dated as of April 9, 2009 (as atednthe “ Credit Agreemeri}, pursuant to which the Lenders have made certaidit
available to and on behalf of the Borrower.

B. The Borrower has requested and the iAdtnative Agent and the Required Lenders haveedito amend certain provisic
of the Credit Agreement.

C. NOW, THEREFORE, in consideration oé thremises and the mutual covenants herein codtafoe good and valuak
consideration, the receipt and sufficiency of which hereby acknowledged, the parties hereto agréalows:

Section 1. Defined Term$ach capitalized term which is defined in thedr Agreement, but which is not defined in
First Amendment, shall have the meaning ascribeti serm in the Credit Agreement. Unless othenwiskécated, all section references in
First Amendment refer to the Credit Agreement.

Section 2. Amendments to Credit Agnent.
2.1 Section 1.02The following definitions are hereby added oreahed and restated in its entirety as follows:

“ Alternate Base Raté means, for any day, a rate per annum equal toréetest of (a) the Prime Rate in effect on such
(b) the Federal Funds Effective Rate in effect nohsday plus %2 of 1%, and (c) the Adjusted LIBOe&Rfair a one month Inters
Period on such day (or if such day is not a Busiri@ay, the immediately preceding Business Day) fil386. Any change in tl
Alternate Base Rate due to a change in the Printe, e Federal Funds Effective Rate or the Adjl&tBO Rate shall be effecti
from and including the effective date of such cleaimgthe Prime Rate, the Federal Funds Effectivie Rathe Adjusted LIBO Ra
respectively.

“ Agreement’” means this Amended and Restated Senior RevolviaditChkgreement, as amended by the First Amendno
Amended and Restated Senior Revolving Credit Agesgndated as of October 1, 2009, as the same maytime to time be furth
amended, modified, supplemented or restated.




2.2 Section 1.02 The definitions of “ Cost of Funds“ Determination Date and “ Reference Bank Cost of Funds Rat#re
hereby deleted.

2.3 Amendment to Section 2.03he last paragraph of Section 2.03 is herebynalee to read as follows:

“Promptly following receipt of a Borrowing Requeastaccordance with this Section 2.03, the Admiaiste Agent
shall advise each Lender of the details thered, dmount of such Lender's Loan to be made as gatheo requested
Borrowing.”

2.4 Amendment to Section 2.04(d¥ection 2.04(d) is hereby amended to read &safsi

(d) Notice to Lenders by the Administrat Agent. Promptly following receipt of an Interest Elexgti
Request, the Administrative Agent shall advise elbehder of the details thereof, such Lender’'s paortdf each resulting
Borrowing.

25 Amendment to Section 2.04(fpection 2.04(f) is hereby deleted.

2.6 Amendment to Section 9.05ections 9.05(c), (d) and (e) are hereby ameadéddllows:

(c) direct obligations of the United @sbr any agency thereof, or obligations guararnigettie United States
or any agency thereof, in each case maturing witfiegen (15) months from the date of creation dudr

(d) commercial paper maturing within grear from the date of creation thereof rated inhiyhest grade by
S&P or Moody’s and repurchase agreements colléerhby U.S. Government or agency securities.

(e) deposits maturing within fifteen (IBpnths from the date of creation thereof withjuding certificates of
deposit issued by, any Lender or any office locétetthe United States of any other bank or trushjgany which is organized
under the laws of the United States or any stateetf, has capital, surplus and undivided profgggragating at least
$100,000,000 (as of the date of such bank or tmistpany’s most recent financial reports) and hsisaat term deposit rating
of no lower than A2 or P2, as such rating is sgthférom time to time, by S&P or Moody'’s, respeediy or, in the case of any
Foreign Subsidiary, a bank organized in a jurisdicin which the Foreign Subsidiary conducts operet having assets in
excess of $500,000,000 (or its equivalent in amatherency).

Section 3. Conditions Precederithe effectiveness of this First Amendment isjecito the receipt by the Administrat
Agent of the following documents and satisfactidnttte other conditions provided in this Sectionedch of which shall be reasone
satisfactory to the Administrative Agent in formdasubstance:




3.1 Payment of Outstanding InvoiceBayment by the Borrower to the AdministrativeeAgof all fees and other amounts
and payable on or prior to the First Amendment &fée Date, including, to the extent invoiced, rbumsement or payment of all out-pécke
expenses required to be reimbursed or paid by tmeoRer.

3.2 First Amendment The Administrative Agent shall have received tiplé counterparts as requested of this
Amendment from the Borrower and the Required Lesider

3.3 No Default No Default or Event of Default shall have ocedrrand be continuing as of the First Amendmentdffe
Date.

3.4 Other DocumentsThe Administrative Agent shall have received ather document it reasonably requests.

Section 4. Representations and Wides; Etc. Each Obligor hereby affirms: (a) that as of thete of execution ai

delivery of this First Amendment, all of the reetations and warranties contained in each LoaruDeat to which such Obligor is a pz
are true and correct in all material respects aggh made on and as of the First Amendment Effeddiate (unless made as of a specific e:
date, in which case, was true as of such date);(lanthat, after giving effect to this First Amendnt and to the transactions contempl
hereby, no Defaults exist under the Loan Documentsill exist under the Loan Documents.

Section 5. Miscellaneous

51 Confirmation The provisions of the Credit Agreement (as aredrigly this First Amendment) shall remain in fultde ani
effect in accordance with its terms following tHéeetiveness of this First Amendment.

5.2 Ratification and Affirmation of Obbrs. Except as expressly provided for in Section Befow, each of the Obligc
hereby expressly (i) acknowledges the terms ofRivit Amendment, (ii) ratifies and affirms its @dtions under the Guaranty Agreement
the other Security Instruments to which it is atya(iii) acknowledges, renews and extends its ioored liability under the Guaranty Agreerm
and the other Security Instruments to which it ipaaty and agrees that its guarantee under theaBtyaAgreement and the other Sect
Instruments to which it is a party remains in folice and effect with respect to the Indebtednesan@ended hereby.

5.3 Counterparts This First Amendment may be executed by one orenof the parties hereto in any number of sep
counterparts, and all of such counterparts takgeth®r shall be deemed to constitute one and the gsstrument.

54 No Oral Agreement THIS WRITTEN FIRST AMENDMENT, THE CREDIT AGREEMENT AND THE OTHER LOAN DOCUMENTS
EXECUTED IN CONNECTION HEREWITH AND THEREWITH REPRESENTTHE FINAL AGREEMENT BETWEEN THE PARTIESAND MAY NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR UNWRITTEN ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO SUBSEQUENT ORAL AGREEMENTS
BETWEEN THE PARTIES




55 Governing Law THIS FIRST AMENDMENT (INCLUDING, BUT NOT LIMITED TO, THE VALIDITY AND ENFORCEABILITY HEREOF)
SHALL BE GOVERNEDBY, AND CONSTRUEDIN ACCORDANCEWITH, THE LAWS OF THE STATE OF NEW Y ORK.

5.6 Release of Security Interest in B#pAccount. Pursuant to that certain Amended and RestateddBtee and Collate
Agreement dated as of April 9, 2009 among the Boerg the other Obligors and the Administrative Ageine Lenders have a security inte
in certain deposit accounts of the Borrower, ingigd without limitation, depository Account No. 50503 and depository Account [
3682293, each maintained at Amegy Bank, NationabAtion. In connection with the foregoing, thegRired Lenders hereby authorize
Administrative Agent to release and/or ratify tiedense of its security interest in such deposibaets and execute any other releases or
documents reasonably requested by the Borroweflect the foregoing.




IN WITNESS WHEREOF, the parties hereto have catisisd=irst Amendment to be duly executed effeciiseof the date first writte

above.
BORROWER: ROSETTA RESOURCES INC.
By /s/ MICHAEL J. ROSINSKI
Michael J. Rosinsl
Executive Vice President, Chief Financiéfi¢&r and
Treasure
GUARANTORS:

ROSETTA RESOURCES OFFSHORE, LLC,

ROSETTA RESOURCES HOLDINGS, LLC,

ROSETTA RESOURCES OPERATING LP

ROSETTA RESOURCES GATHERING LP

By: Rosetta Resources Operating GP, LLC, its genefrgartner

By: /s/ MICHAEL J. ROSINSKI
Michael J. Rosinsl
Executive Vice President, Chief Financiali€df and
Treasure

ROSETTA RESOURCES OPERATING GP, LLC

By: /s/ MICHAEL J. ROSINSKI
Michael J. Rosinsl
Executive Vice President, Chief Financial ©éfi anc
Treasure

Signature Page —stAmendment
Page 1




ADMINISTRATIVE AGENT:

LENDERS:

BNP PARIBAS,
as Administrative Ager

By: /s/ EVANS SWANN

Name: Evans Swan
Title: Managing Directo

By: /s EDWARD PAK

Name: Edward Pa
Title: Vice Presider

BNP PARIBAS

By: /sl EVANS SWANN

Name: Evans Swan
Title: Managing Directc

By: /s EDWARD PAK

Name: Edward Pa
Title: Vice Presider

WELLS FARGO BANK, N.A.

By: /s/ SCOTT HODGE!

Name: Scott Hodge
Title: Vice Presider

UNION BANK, N.A.

By: /s/PAUL E. CORNELL

Name: Paul E. Corne
Title: Senior Vice Preside

Signature Page —stAmendment
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COMPASS BANK

By: /s/ KATHLEEN J. BOWEN

Name: Kathleen J. Bowe
Title: Senior Vice Preside

BANK OF MONTREAL

By: /s/JAMES WHITMORE

Name: James Whitmor
Title: Managing Directc

JPMORGAN CHASE BANK, N.A.

By: /s/ MICHAEL A. KAMAUF

Name: Michael A. Kamau
Title: Vice Presider

COMERICA BANK

By: /s/ MATT TURNER

Name: Matt Turnel
Title: Assistant Vice Preside

BANK OF AMERICA, N.A.

By: /s/ STEPHEN J. HOFEMAI

Name:  Stephen J. Hoffme
Title: Managing Directc

Signature Page —S1Amendment
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U.S. BANK NATIONAL ASSOCIATION

By: /s/ HEATHER A. HAN

Name: Heather A. Ha
Title: Vice Presider

ALLIED IRISH BANKS P.L.C

By: /s EDWARD M. FENK

Name: Edward M. Fen
Title: Vice Presider

By: /s/ JAMES GIORDANC

Name: James Giordar
Title: Assistant Vice Preside

BANK OF TEXAS, N.A.

By: /s/ MARTIN W. WILSON

Name: Martin W. Wilson
Title: Senior Vice Preside

AMEGY BANK NATIONAL ASSOCIATION

By: /s/ KENNETH R. BATSON, Il

Name: Kenneth R. Batson, |
Title: Vice Presider

THE FROST NATIONAL BANK

By: /s ANDREW A. MERRYMAN

Name: Andrew A. Merrymai
Title: Senior Vice Preside

Signature Page —stAmendment
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E XH IBIT 10.45

FIRST AMENDMENT
TO
AMENDED AND RESTATED SECOND LIEN TERM LOAN AGREEMENT
Among

ROSETTA RESOURCESINC.,
as Borrower,

BNP PrRiBAS ,
as Administrative Agent,

and

The Lenders Signatory Hereto

Effective as of October 1, 2009




FIRST AMENDMENT TO AMENDED AND RESTATED SECOND LIEN TERM LOAN AGREEMENT

This HRST AMENDMENT TO AMENDED AND RESTATED SECOND LIEN TERM LOAN AGREEMENT (this “ First Amendment) execute
effective as of the October 1, 2009 (the “ Firstéxrdment Effective Datd is among RSETTA RESOURCESINC., a corporation formed under
laws of the State of Delaware (the “ Borrowgreach of the undersigned guarantors (the “ Gutara”, and together with the Borrower, the “
Obligors™); each of the Lenders that is a signatory heretm} BNP RRIBAS , as administrative agent for the Lenders (in stagiacity, togeth
with its successors, the “ Administrative Agént

Recitals

A. The Borrower, the Administrative Agemd the Lenders are parties to that certain Anciathel Restated Second Lien T
Loan Agreement dated as of April 9, 2009 (as aménttee “ Credit Agreemeri), pursuant to which the Lenders have made certaidit
available to and on behalf of the Borrower.

B. The Borrower has requested and the iAditnative Agent and the Majority Lenders haveeagr to amend certain provisic
of the Credit Agreement.

C. NOW, THEREFORE, in consideration oé thremises and the mutual covenants herein codtafoe good and valuak
consideration, the receipt and sufficiency of which hereby acknowledged, the parties hereto agréalows:

Section 1. Defined Term$ach capitalized term which is defined in thedr Agreement, but which is not defined in
First Amendment, shall have the meaning ascribeti serm in the Credit Agreement. Unless othenwiskécated, all section references in
First Amendment refer to the Credit Agreement.

Section 2. Amendments to Credit Agnent.
2.1 Section 1.02The following definitions are hereby added oreahed and restated in its entirety as follows:

“ Alternate Base Raté means, for any day, a rate per annum equal toréetest of (a) the Prime Rate in effect on such
(b) the Federal Funds Effective Rate in effect nohsday plus %2 of 1%, and (c) the Adjusted LIBOe&Rfair a one month Inters
Period on such day (or if such day is not a Busiri@ay, the immediately preceding Business Day) fil386. Any change in tl
Alternate Base Rate due to a change in the Printe, e Federal Funds Effective Rate or the Adjl&tBO Rate shall be effecti
from and including the effective date of such cleaimgthe Prime Rate, the Federal Funds Effectivie Rathe Adjusted LIBO Ra
respectively.

“ Agreement’ means this Amended and Restated Second Lien Team Agreement, as amended by the First Amendm
Amended and Restated Second Lien Term Loan Agreemiated as of October 1, 2009, as the same maytiroe to time be furth
amended, modified, supplemented or restated.




2.2 Section 1.02 The definitions of “ Cost of Funds“ Determination Date and “ Reference Bank Cost of Funds Rat#re
hereby deleted.

2.3 Amendment to Section 2.03he last paragraph of Section 2.03 is herebynalee to read as follows:

“Promptly following receipt of a Borrowing Requeastaccordance with this Section 2.03, the Admiaiste Agent
shall advise each Lender of the details thered, dmount of such Lender's Loan to be made as gatheo requested
Borrowing.”

2.4 Amendment to Section 2.04(d¥ection 2.04(d) is hereby amended to read &safsi

(d) Notice to Lenders by the Administrat Agent. Promptly following receipt of an Interest Elexgti
Request, the Administrative Agent shall advise elbehder of the details thereof, such Lender’'s paortdf each resulting
Borrowing.

25 Amendment to Section 2.04(fpection 2.04(f) is hereby deleted.

2.6 Amendment to Section 9.05ections 9.05(c), (d) and (e) are hereby ameadéddllows:

(c) direct obligations of the United @sbr any agency thereof, or obligations guararnigettie United States
or any agency thereof, in each case maturing witfiegen (15) months from the date of creation dudr

(d) commercial paper maturing within grear from the date of creation thereof rated inhiyhest grade by
S&P or Moody’s and repurchase agreements colléerhby U.S. Government or agency securities.

(e) deposits maturing within fifteen (IBpnths from the date of creation thereof withjuding certificates of
deposit issued by, any Lender or any office locétetthe United States of any other bank or trushjgany which is organized
under the laws of the United States or any stateetf, has capital, surplus and undivided profgggragating at least
$100,000,000 (as of the date of such bank or tmistpany’s most recent financial reports) and hsisaat term deposit rating
of no lower than A2 or P2, as such rating is sgthférom time to time, by S&P or Moody'’s, respeediy or, in the case of any
Foreign Subsidiary, a bank organized in a jurisdicin which the Foreign Subsidiary conducts operet having assets in
excess of $500,000,000 (or its equivalent in amatherency).

Section 3. Conditions Precederithe effectiveness of this First Amendment isjecibto the receipt by the Administrat
Agent of the following documents and satisfactidnttte other conditions provided in this Sectionedch of which shall be reasone
satisfactory to the Administrative Agent in formdasubstance:




3.1 Payment of Outstanding InvoiceBayment by the Borrower to the AdministrativeeAgof all fees and other amounts
and payable on or prior to the First Amendment &fée Date, including, to the extent invoiced, rbumsement or payment of all out-pécke
expenses required to be reimbursed or paid by tmeoRer.

3.2 First Amendment The Administrative Agent shall have received tiplé counterparts as requested of this
Amendment from the Borrower and the Majority Lersder

3.3 No Default No Default or Event of Default shall have ocedrrand be continuing as of the First Amendmentdffe
Date.

3.4 Other DocumentsThe Administrative Agent shall have received ather document it reasonably requests.

Section 4. Representations and Wides; Etc. Each Obligor hereby affirms: (a) that as of thete of execution ai

delivery of this First Amendment, all of the reetations and warranties contained in each LoaruDeat to which such Obligor is a pz
are true and correct in all material respects aggh made on and as of the First Amendment Effeddiate (unless made as of a specific e:
date, in which case, was true as of such date);(lanthat, after giving effect to this First Amendnt and to the transactions contempl
hereby, no Defaults exist under the Loan Documentsill exist under the Loan Documents.

Section 5 Miscellaneou:s.

51 Confirmation The provisions of the Credit Agreement (as aredrigly this First Amendment) shall remain in fultde ani
effect in accordance with its terms following tHéeetiveness of this First Amendment.

5.2 Ratification and Affirmation of Obbrs. Except as expressly provided for in Section Befow, each of the Obligc
hereby expressly (i) acknowledges the terms ofRivit Amendment, (ii) ratifies and affirms its @dtions under the Guaranty Agreement
the other Security Instruments to which it is atya(iii) acknowledges, renews and extends its ioored liability under the Guaranty Agreerm
and the other Security Instruments to which it ipaaty and agrees that its guarantee under theaBtyaAgreement and the other Sect
Instruments to which it is a party remains in folice and effect with respect to the Indebtednesan@ended hereby.

5.3 Counterparts This First Amendment may be executed by one orenof the parties hereto in any number of sep
counterparts, and all of such counterparts takgeth®r shall be deemed to constitute one and the gsstrument.

54 No Oral Agreement THIS WRITTEN FIRST AMENDMENT, THE CREDIT AGREEMENT AND THE OTHER LOAN DOCUMENTS
EXECUTED IN CONNECTION HEREWITH AND THEREWITH REPRESENTTHE FINAL AGREEMENT BETWEEN THE PARTIESAND MAY NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR UNWRITTEN ORAL AGREEMENTS OF THE PARTIES. THERE ARE NO SUBSEQUENT ORAL AGREEMENTS
BETWEEN THE PARTIES




55 Governing Law THIS FIRST AMENDMENT (INCLUDING, BUT NOT LIMITED TO, THE VALIDITY AND ENFORCEABILITY HEREOF)
SHALL BE GOVERNEDBY, AND CONSTRUEDIN ACCORDANCEWITH, THE LAWS OF THE STATE OF NEW Y ORK.

5.6 Release of Security Interest in BxpAccount. Pursuant to that certain Amended and Restatedn8id_ien Guarantee a
Collateral Agreement dated as of April 9, 2009 agtime Borrower, the other Obligors and the Admmaibte Agent, the Lenders hav
security interest in certain deposit accounts ef Borrower, including, without limitation, deposiyoAccount No. 51575503 and deposit
Account No. 3682293, each maintained at Amegy Baltdtjonal Association. In connection with the fgoeng, the Majority Lenders here
authorize the Administrative Agent to release and#bify the release of its security interest irclsweposit accounts and execute any
releases or other documents reasonably requestin IBorrower to reflect the foregoing.




IN WITNESS WHEREOF, the parties hereto have catisisd=irst Amendment to be duly executed effeciiseof the date first writte

above.
BORROWER: ROSETTA RESOURCES INC.
By: /s/ MICHAEL J. ROSINSKI
Michael J. Rosinsl
Executive Vice President, Chief Financiéfi¢&r and
Treasure
GUARANTORS:

ROSETTA RESOURCES OFFSHORE, LLC,

ROSETTA RESOURCES HOLDINGS, LLC,

ROSETTA RESOURCES OPERATING LP

ROSETTA RESOURCES GATHERING LP

By: Rosetta Resources Operating GP, LLC, its genefrgartner

By: /s/ MICHAEL J. ROSINSKI
Michael J. Rosinsl
Executive Vice President, Chief Financiali€df and
Treasure

ROSETTA RESOURCES OPERATING GP, LLC

By: /s/ MICHAEL J. ROSINSKI
Michael J. Rosinsl
Executive Vice President, Chief FinancialiGdf and
Treasure

Signature Page —stAmendment
Page 1




ADMINISTRATIVE AGENT: BNP PARIBAS,
as Administrative Ager

By: /sl EVANS SWANN

Name: Evans Swan
Title: Managing Directo

By: /s EDWARD PAK

Name: Edward Pa
Title: Vice Presider

LENDERS: BNP PARIBAS

By: /sl EVANS SWANN

Name: Evans Swan
Title: Managing Directo

By: /sl EDWARD PAK

Name: Edward Pa
Title: Vice Presider

WELLS FARGO ENERGY CAPITAL, INC.

By: /s BRYAN MCDONALD

Name: Bryan McDonalc
Title: Vice Presider

UNIONBANCAL EQUITIES, INC.

By: /s/ TED MCNULTY

Name: Ted McNulty
Title: Senior Vice Preside

By: /sl MARGARET ELOWER

Name: Margaret Elowe
Title: Vice Presider

Signature Page —S1Amendment
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AMEGY BANK NATIONAL ASSOCIATION

By: /s/ KENNETH R. BATSON, Il

Name: Kenneth R. Batson, |
Title: Vice Presider

USB CAPITAL RESOURCES, INC.

By: /s/ BRIAN HARRER

Name: Brian Harre
Title: Vice Presider

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

By: /s/ BRIAN THOMAS

Name: Brian Thoma:
Title: Vice Presider

Signature Page —s1Amendment
Page 3




Ex hib it 31.1

I, Randy L. Limbacher, certify that:

1. I have reviewed this report on Form 10-Q of &@sResources Inc. (the “Registrant”);

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andlffie periods presented in this report;

4. The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the Registrant and have:

a)

b)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over finahm@aorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

Evaluated the effectiveness of the Regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; ant

Disclosed in this report any change in the Regi¢’s internal control over financial reporting thatomed during the Registré s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette Registrant’s internal control
over financial reporting; an

5. The Registrant’s other certifying officer andave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the Registrant’s auditors and thetazammittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a)

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the Registra’s
internal controls over financial reportir
Date: November 6, 2009 By: /sl RANDY L. LIMBACHER

Randy L. Limbache
President and Chief Executive Offic




E xh ibit 31.2

[, Michael J. Rosinski, certify that:

1. I have reviewed this report on Form 10-Q of &@sResources Inc. (the “Registrant”);

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andffie periods presented in this report;a

4. The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the Registrant and have:

a)

b)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over finahm@aorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

Evaluated the effectiveness of the Regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; ant

Disclosed in this report any change in the Regi¢’s internal control over financial reporting thatomed during the Registré s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette Registrant’s internal control
over financial reporting; an

5. The Registrant’s other certifying officer andave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the Registrant’s auditors and thetazammittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a)

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the Registra’s
internal controls over financial reportir
Date: November 6, 2009 By: /s/ MICHAEL J. ROSINSK]

Michael J. Rosinsk
Executive Vice President and Chief Financial Offi




E xhi bit 32.1

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Ros&&sources Inc. (“the Company”) on Form QQer the period ended September 30, 2
(“Form 10-Q"), each of the undersigned officerdhed Company certifies pursuant to Section 906 efSarbanes-Oxley Act of 2002, 18 U.S.C.
Section 1350, that to the best of such officeriewledge: (i) the Form 10-Q fully complies with trexjuirements of Section 13(a) or 15(d) of
the Securities Exchange Act of 1934, as amendet(igrthe information contained in the Form 10-&¥lfy presents, in all material respects,
the financial condition and results of operatiohthe Company.

Date: November 6, 2009 By: /s/ RANDY L. LIMBACHER

Randy L. Limbache
President and Chief Executive Offic

By: /s/ MICHAEL J. ROSINSK]
Michael J. Rosinsk
Executive Vice President and Chief Financial Offi




