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Antero Resources Reports Second Quarter
2010 Results, Operating Update
Highlights:

- Net production averaged 124 MMcfed (including 3rd party NGLs) in
second quarter 2010

- Consolidated EBITDAX was $43.2 million

- Proved reserves increased 33% to over 1.5 Tcfe at June 30, 2010

- Current gross operated production is 138 MMcfd (136 MMcfed net)

- 5 Antero-operated drilling rigs running including 3 rigs in the
Appalachian Basin, 1 rig in the Arkoma Basin and 1 rig in the Piceance
Basin

DENVER, Aug. 13 /PRNewswire/ -- Antero Resources today released its second quarter
2010 results. Those financial statements are included in Antero Resources Finance
Corporation's Quarterly Report on Form 10-Q for the quarter ended June 30, 2010, which
has been filed with the Securities and Exchange Commission.

Financial Results

On a consolidated basis for the three months ended June 30, 2010, Antero realized net
revenue of $67.4 million (including cash-settled derivatives but excluding unrealized
derivative gains and losses), a 12% increase from the second quarter of 2009, primarily
driven by increased production.  Reported GAAP earnings resulted in a net loss of
$16.4 million. Driven by higher transportation costs and interest expense due to the
issuance of senior notes, as well as lower realized gas prices including hedges, cash flow
from operations before changes in working capital, a non-GAAP measure, declined 18%
from the prior-year quarter to $28.5 million.

The reported GAAP loss includes the following non-cash items:

    --  an $18.3 million charge for impairment of unproved properties due to
        lease expirations.
    --  a $10.1 million unrealized gain on commodity derivatives.



Due primarily to higher transportation costs and lower realized gas prices including hedges,
EBITDAX of $43.2 million for the second quarter of 2010 was 6% less than the prior-year
quarter. See "Non-GAAP Financial Measures" below for the reconciliation of cash flow from
operations before changes in working capital to net cash provided by operating activities and
EBITDAX to net income.

Net Production for the quarter totaled 11.3 Bcfe, comprised of 10.5 Bcf of gas and 138,500
barrels of oil and natural gas liquids (NGLs), representing a 6% increase over the first
quarter of 2010 and a 23% increase over the second quarter of 2009. Net daily production
averaged 124.3 MMcfed for the quarter, a record high for the Company. While gas-
equivalent realized prices before hedges increased 40% to $4.23 per Mcfe, wellhead gas-
equivalent realized prices including cash-settled derivatives decreased 11% to $5.74 per
Mcfe for second quarter 2010 compared to the second quarter of 2009. As a result of its
commodity hedging program, Antero realized gains of $16.2 million during the second
quarter of 2010, or $1.51 per Mcfe of production, from contracts hedging 90,000 MMBtu/d at
a $6.21 NYMEX equivalent price. This represents a 44% decrease from the $29.0 million of
realized hedging gains, $3.40 per Mcfe, in the prior year quarter.

Cash production costs (lease operating, gathering, compression and transportation and
production tax) for the second quarter 2010 were $1.78 per Mcfe, a 51% increase from the
prior year quarter. The increase in cash production costs was primarily driven by a $0.39 per
Mcfe increase in interim transportation costs needed to move Antero's initial Marcellus Shale
production as well as unexpected workover costs in the Piceance and Arkoma. Much of the
Marcellus transportation cost increase will be eliminated when the Clarksburg Lateral is
online, which is expected late in the third quarter of 2010. Depreciation, depletion and
amortization expense decreased 25% to $3.02 per Mcfe. General and administrative
expense for the second quarter 2010 was $0.44 per Mcfe, a 23% decrease from the second
quarter of 2009, primarily due to a 23% increase in production while G&A expense remained
flat.

For the last six months of 2010 and through the end of 2014, Antero has hedged a total of
187 Bcfe of natural gas using fixed price swaps at an average NYMEX-equivalent price of
$6.54 per MMBtu. Approximately 72% of our 2010 estimated production is hedged, also at a
NYMEX-equivalent price of $6.54 per MMBtu. All of Antero's financial hedges are hedged to
the local basis. For presentation purposes, these prices are converted by Antero to NYMEX-
equivalent prices using current basis differentials in the over-the-counter futures market.
Antero has seven different counterparties to its hedge contracts, all of which are lenders in
the Company's bank credit facility.

Proved Reserves

As of June 30, 2010, our estimated proved reserves were 1,513 Bcfe, representing an
increase of 372 Bcfe, or 33%, compared to our estimated proved reserves at December 31,
2009. Over 90% of the reserve increase was due to extensions, discoveries and additions
rather than price and performance revisions. Proved developed reserves were 348 Bcfe at
June 30, 2010, a 73 Bcfe increase from December 31, 2009. The percentage of proved
undeveloped reserves increased to 77% of total estimated proved reserves from 76% at
December 31, 2009.

Our estimated proved reserves as of June 30, 2010 were prepared by our internal reserve



engineers and technical staff consistent with the SEC's rules relating to the reporting of oil
and natural gas reserves and have not been reviewed or approved by our outside
independent reserve engineers. In preparing our proved reserve estimates as of June 30,
2010, our internal engineers and technical staff began with our estimated proved reserves
as of December 31, 2009 prepared by our independent reserve engineers and rolled those
estimates forward to reflect production since December 31, 2009, reserve additions since
December 31, 2009, including the addition of proved undeveloped reserves, and certain
revisions to our proved developed producing reserves. In addition, our estimated proved
reserves as of June 30, 2010 were calculated based on the average first-day-of-the-month
commodity prices for the 12 months ended June 30, 2010, which were $4.00 per MMBtu for
the Arkoma Basin, $3.82 per MMBtu for the Piceance Basin and $4.31 per MMBtu for the
Appalachian Basin.

Summary of Changes in Proved Reserves (Bcfe)

Balance at December 31, 2009          1,141

Extensions, discoveries and additions 361

Purchases                             —

Price and performance revisions       32

Sales                                 —

Production (excluding 3rd party NGLs) (21)

Balance at June 30, 2010              1,513

All of our estimated proved reserves at December 31, 2009 were prepared by outside
independent reserve engineers (DeGolyer and MacNaughton for the Arkoma Basin
Woodford Shale and the Fayetteville Shale, Ryder Scott Company, L.P. for the Piceance
Basin, and Wright & Company, Inc. for the Appalachian Basin).  Our estimated proved
reserves at December 31, 2010 will also be prepared by outside independent reserve
engineers.

Antero Operations

Antero's current gross operated production is 138 MMcfd (approximately 136 MMcfed net,
including non-operated production and 7 MMcfed of NGLs). During the first half of 2010,
Antero completed 19 gross operated wells (18 net wells). Additionally, at June 30, 2010,
Antero had 21 gross operated wells (19 net wells) in various stages of drilling, completion or
waiting on completion or pipeline.



Marcellus Shale—Antero has three operated drilling rigs running in the Marcellus Shale play,
all of which are drilling in northern West Virginia. The Company has 38 MMcfd of gross
operated production from 11 horizontal wells and one vertical well online resulting in 28
MMcfd of net production. Antero has 8 additional horizontal wells waiting on pipeline,
completing or waiting on completion. Antero has 124,000 net acres in the Appalachian Basin
Marcellus Shale play, an increase of 2,000 net acres since the first quarter of 2010.

Antero has secured 150 MMcfd of long-haul firm transportation capacity in Appalachia on
Columbia Pipeline to move our gas to market. We have also entered into an agreement with
Energy Transfer to build the 15-mile Clarksburg Lateral through the heart of Antero's West
Virginia acreage to move gas from the field to long-haul pipelines including Columbia. Antero
has 100 MMcfd of firm transportation capacity on the Clarksburg Lateral, which is expected
to go into service in September 2010.

Woodford Shale—Antero has one operated drilling rig running in the Arkoma Woodford
Shale play. The Company has 52 MMcfd of gross operated production from 117 operated
horizontal wells online and 67 MMcfd of net production including net non-operated
production and NGLs derived from processing third party gas. Antero has one operated
horizontal Woodford well waiting on completion. In addition, we have five non-operated wells
drilling with a combined 96% working interest on our Arkoma acreage. Our net non-operated
production in the Arkoma is estimated to be 30 MMcfd. Antero has 80,000 net acres in the
Arkoma Woodford Shale play.

Fayetteville Shale—Antero has three non-operated Fayetteville Shale wells drilling with a
combined 16% working interest. The Company has 6 MMcfd of net production and 6,000 net
acres in the Fayetteville Shale play.

Piceance Basin—Antero has one operated drilling rig running in the Piceance Basin. Our
gross operated production in the Piceance is currently 48 MMcfed (35 MMcfed net including
1 MMcfed of non-operated production) from 171 operated wells online. Antero has 3 vertical
Mesaverde wells waiting on completion in its Battlement Mesa area and 8 vertical
Mesaverde wells waiting on completion in its Gravel Trend area. Antero has 66,000 net
acres in the Piceance Basin.

Capital Expenditures

Antero's capital budget for 2010 is $383 million excluding acquisitions. The budget is
expected to be funded internally from operating cash flow and through the use of the
undrawn capacity under our $400 million credit facility. The 2010 capital program includes
$331 million for drilling and completion, $28 million for leasehold acquisitions and $24 million
for the construction of gathering pipelines and facilities. Approximately 51% of the budget is
allocated to the Appalachian Marcellus Shale, 28% is allocated to the Arkoma Woodford
Shale and 21% is allocated to the Piceance. Antero plans to continue operating 5 drilling rigs
for the remainder of 2010.

2010 Outlook

The following table provides Antero's forward-looking guidance based on its updated
forecasts for 2010:



2010 Outlook

NYMEX Gas Price ($/MMBtu)      $4.75/MMBtu

Net Production (MMcfe/d)       130 - 140 MMcfe/d

EBITDAX ($MMs)                 $215 - $225 million

Cash Production Costs ($/Mcfe) $1.50 - $1.80/Mcfe

G&A ($/Mcfe)                   $0.50/Mcfe

Non-GAAP Financial Measures

Cash flow from operations before changes in working capital as presented in this release
represents net cash provided by operations before changes in working capital and
exploration expense. Cash flow from operations before changes in working capital is widely
accepted by the investment community as a financial indicator of an oil and gas company's
ability to generate cash to internally fund exploration and development activities and to
service debt. Cash flow from operations before changes in working capital is also useful
because it is widely used by professional research analysts in valuing, comparing, rating and
providing investment recommendations of companies in the oil and gas exploration and
production industry. In turn, many investors use this published research in making
investment decisions. Cash flow from operations before changes in working capital is not a
measure of financial performance under GAAP and should not be considered as an
alternative to cash flows from operations, investing, or financing activities, as an indicator of
cash flows, or as a measure of liquidity. The following table reconciles net cash provided by
operating activities to cash flow from operations before changes in working capital as used
in this release:

                                            Three Months Ended Six Months Ended
                                            June 30,           June 30,

                                            2010    2009       2010   2009

Net cash provided by operating activities   $ 8,915 25,938     60,904 92,578

Net change in working capital               17,523  5,810      1,991  (14,144)

Exploration expense                         2,047   2,917      3,399  5,346

Cash flow from operations before changes in
working capital                             $28,485 34,665     66,294 83,780



EBITDAX is a non-GAAP financial measure that we define as net income before interest
expense and other income or expense, taxes, impairments, depletion, depreciation,
amortization, exploration expense, unrealized hedge gains or losses, franchise taxes,
noncontrolling interest and stock compensation. EBITDAX, as used and defined by us, may
not be comparable to similarly titled measures employed by other companies and is not a
measure of performance calculated in accordance with GAAP. EBITDAX should not be
considered in isolation or as a substitute for operating income, net income or loss, cash flows
provided by operating, investing and financing activities, or other income or cash flow
statement data prepared in accordance with GAAP. EBITDAX provides no information
regarding a company's capital structure, borrowings, interest costs, capital expenditures, and
working capital movement or tax position. EBITDAX does not represent funds available for
discretionary use because those funds are required for debt service, capital expenditures,
working capital, and other commitments and obligations. However, our management team
believes EBITDAX is useful to an investor in evaluating our operating performance because
this measure is widely used by investors in the natural gas and oil industry to measure a
company's operating performance without regard to items excluded from the calculation of
such term, which can vary substantially from company to company depending upon
accounting methods and book value of assets, capital structure and the method by which
assets were acquired, among other factors; helps investors to more meaningfully evaluate
and compare the results of our operations from period to period by removing the effect of
our capital structure from our operating structure; and is used by our management team for
various purposes, including as a measure of operating performance, in presentations to our
board of directors, as a basis for strategic planning and forecasting and by our lenders
pursuant to a covenant under our senior secured revolving credit facility. EBITDAX is also
used as a measure of operating performance pursuant to a covenant under the indenture
governing our outstanding 9.375% senior notes.

There are significant limitations to using EBITDAX as a measure of performance, including
the inability to analyze the effect of certain recurring and non-recurring items that materially
affect our net income or loss, the lack of comparability of results of operations of different
companies and the different methods of calculating EBITDAX reported by different
companies. The following table represents a reconciliation of our net income to EBITDAX for
the three and six months ended June 30, 2010 and 2009:

                                          Three Months Ended Six Months Ended
                                          June 30,           June 30,

                                          2010      2009     2010      2009

Net income (loss)                         $(16,407) (38,647) 71,199    (33,493)

Unrealized loss (gain) on commodity
derivative contracts                      (10,148)  31,563   (108,960) 26,449

Interest expense and other                14,188    9,498    29,082    18,051



Provision (benefit) for income taxes      2,862     (1,424)  14,180    (3,029)

Depreciation, depletion, amortization and
accretion                                 32,340    34,545   65,409    74,308

Impairment of unproved properties         18,285    6,931    20,547    14,698

Exploration expense                       2,047     2,917    3,399     5,346

Other                                     36        430      73        812

EBITDAX                                   $ 43,203  45,813   94,929    103,142

The cash prices realized for oil and natural gas production including the amounts realized on
cash settled derivatives is a critical component in the Company's performance tracked by
investors and professional research analysts in valuing, comparing, rating and providing
investment recommendations and forecasts of companies in the oil and gas exploration and
production industry. In turn, many investors use this published research in making
investment decisions. Due to the GAAP disclosures of various hedging and derivative
transactions, such information is now reported in various lines of the income statement.

Antero Resources is an independent oil and natural gas company engaged in the acquisition,
development and production of unconventional natural gas properties primarily located in the
Appalachian Basin in West Virginia and Pennsylvania, the Arkoma Basin in Oklahoma and
the Piceance Basin in Colorado.  Our website is www.anteroresources.com.

This release includes "forward-looking statements" within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Such
forward-looking statements are subject to a number of risks and uncertainties, many of
which are beyond Antero's control. All statements, other than historical facts included in this
release, are forward-looking statements. All forward-looking statements speak only as of the
date of this release. Although Antero believes that the plans, intentions and expectations
reflected in or suggested by the forward-looking statements are reasonable, there is no
assurance that these plans, intentions or expectations will be achieved. Therefore, actual
outcomes and results could materially differ from what is expressed, implied or forecast in
such statements.

ANTERO RESOURCES LLC
Consolidated Balance Sheets
(In thousands)
(Unaudited)

                                                    December 31, June 30,
Assets                                              2009         2010

Current assets:

Cash and cash equivalents                           $ 10,669     4,057

http://www.anteroresources.com


Accounts receivable—trade, net of allowance for
doubtful accounts of $424 and $219, respectively    35,897       29,669

Accrued revenue                                     17,459       22,184

Prepaid expenses and drilling costs                 7,419        17,542

Derivative instruments                              22,105       52,516

Inventories                                         1,295        1,964

Total current assets                                94,844       127,932

Property and equipment:

Natural gas properties, at cost (successful efforts
method):

Unproved properties                                 596,694      582,429

Producing properties                                1,340,827    1,517,720

Gathering systems and facilities                    185,688      192,240

Other property and equipment                        3,302        4,182

                                                    2,126,511    2,296,571

Less accumulated depletion, depreciation, and
amortization                                        (322,992)    (388,270)

Property and equipment, net                         1,803,519    1,908,301

Derivative instruments                              18,989       97,537

Other assets, net                                   19,214       21,530

Total assets                                        $1,936,566   2,155,300

Liabilities and Equity

Current liabilities:

Accounts payable                                    $ 48,594     80,957

Accrued expenses                                    24,440       21,941

Revenue distributions payable                       29,304       34,788

Advances from joint interest owners                 1,400        1,906

Derivative instruments                              8,623        7,614

Capital leases—current                            132          286

Total current liabilities                           112,493      147,492

Long-term liabilities:

Bank credit facility                                142,080      85,994



Senior notes                                        372,397      528,190

Derivative instruments                              2,464        —

Asset retirement obligations                        3,487        3,752

Deferred tax payable                                424          14,604

Capital leases—noncurrent                         1,022        1,259

Other long term liabilities                         3,092        3,092

Total liabilities                                   637,459      784,383

Equity:

Members' equity                                     1,392,833    1,392,806

Accumulated deficit                                 (123,447)    (52,248)

                                                    1,269,386    1,340,558

Noncontrolling interest in consolidated subsidiary  29,721       30,359

Total equity                                        1,299,107    1,370,917

Total liabilities and equity                        $1,936,566   2,155,300

ANTERO RESOURCES LLC
Consolidated Statements of Operations
(In thousands)
(Unaudited)

                                           Three Months Ended Six Months Ended
                                           June 30,           June 30,

                                           2009      2010     2009     2010

Revenue:

Natural gas sales                          $ 24,263  42,887   61,595   96,839

Net realized and unrealized gains (losses)
on commodity derivative
instruments including unrealized gains
(losses) of $(31,563),
$10,148, $(26,449), and $108,960,
respectively                               (2,580)   26,324   36,106   137,407

Oil sales                                  1,524     2,303    2,587    4,417

Gathering and processing revenue           5,314     6,076    9,693    12,489



Total revenue                              28,521    77,590   109,981  251,152

Operating expenses:

Lease operating expenses                   3,780     6,277    10,725   10,875

Gathering, compression and transportation  5,286     10,757   11,661   20,898

Production taxes                           996       1,932    2,828    4,602

Exploration expenses                       2,917     2,047    5,346    3,399

Impairment of unproved properties          6,931     18,285   14,698   20,547

Depletion, depreciation and amortization   34,481    32,265   74,182   65,261

Accretion of asset retirement obligations  64        75       126      148

General and administrative                 4,868     4,757    9,274    9,168

Total operating expenses                   59,323    76,395   128,840  134,898

Operating income (loss)                    (30,802)  1,195    (18,859) 116,254

Other income (expense):

Interest expense, net                      (9,048)   (13,965) (16,226) (27,257)

Net realized and unrealized losses on
interest rate derivative
instruments including unrealized gains of
$2,000, $1,949,
$2,697, and $3,474, respectively           (450)     (223)    (1,825)  (1,825)

Total other expense                        (9,498)   (14,188) (18,051) (29,082)

Income before income taxes                 (40,300)  (12,993) (36,910) 87,172

Deferred income tax benefit (expense)      1,424     (2,862)  3,029    (14,180)

Net income (loss)                          (38,876)  (15,855) (33,881) 72,992

Noncontrolling interest in net loss
(income) of consolidated
subsidiary                                 229       (552)    388      (1,793)

Net income (loss) attributable to Antero
members                                    $(38,647) (16,407) (33,493) 71,199

Operations Data

Production Data:

Natural gas (Bcf)                          8.4       10.5     18.1     20.3

Oil (MBbls)                                29.7      36.4     60.5     68.3

NGLs (MBbls)*                              116.9     102.1    227.5    191.4

Combined (Bcfe)                            9.2       11.2     19.9     21.9

Daily combined production (MMcfe/d)        101.5     124.3    109.5    121.0



Average Prices Before Effects of Economic
Hedges:

Natural gas (per Mcf)                      $2.90     $4.09    $3.40    $4.76

Oil (per Bbl)                              $51.31    $63.27   $42.76   $64.67

Combined (per Mcfe)                        $3.02     $4.23    $3.48    $4.88

Average Prices After Effects of Economic
Hedges:

Natural gas (per Mcf)                      $6.37     $5.64    $6.86    $6.16

Oil (per Bbl)                              $51.31    $63.27   $42.76   $64.67

Combined (per Mcfe)                        $6.42     $5.74    $6.87    $6.25

Average Costs (per Mcfe):

Lease operating                            $0.44     $0.59    $0.58    $0.52

Gathering, compression and transportation  $0.62     $1.01    $0.63    $1.01

Production taxes                           $0.12     $0.18    $0.15    $0.22

Depletion, depreciation and amortization   $4.04     $3.02    $4.02    $3.14

General and administrative                 $0.57     $0.44    $0.50    $0.44

* Represents NGLs retained by our midstream business as compensation for
processing third-party gas under long-term contracts.

ANTERO RESOURCES LLC
Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)

                                         Three Months Ended Six Months Ended
                                         June 30,           June 30,

                                         2009      2010     2009      2010

Cash flows from operating activities:

Net income (loss)                        $(38,876) (15,855) (33,881)  72,992

Adjustment to reconcile net loss to net
cash provided by operating activities:

Depletion, depreciation, and
amortization                             34,481    32,265   74,182    65,261

Dry hole costs                           —       (14)     759       360



Impairment of unproved properties        6,931     18,285   14,698    20,547

Accretion of asset retirement
obligations                              64        75       126       148

Amortization of bond premium             —       (126)    —       (207)

Amortization of deferred financing costs 832       1,043    1,475     2,048

Stock compensation                       176       —      352       —

Unrealized losses (gains) on derivative
instruments, net                         29,564    (12,097) 23,752    (112,434)

Deferred tax expense (benefit)           (1,424)   2,862    (3,029)   14,180

Changes in current assets and
liabilities:

Accounts receivable                      8,580     2,764    24,301    6,228

Accrued revenue                          808       404      7,637     (4,724)

Prepaid expenses and drilling costs      (2,077)   (10,156) (1,512)   (10,123)

Inventories                              (177)     (672)    (121)     (669)

Accounts payable                         3,510     2,956    (6,749)   3,804

Accrued expenses                         (3,998)   (15,659) (2,644)   (2,498)

Revenue distributions payable            (7,654)   2,564    (368)     5,485

Advances from joint interest owners      (4,802)   276      (6,400)   506

Net cash provided by operating
activities                               25,938    8,915    92,578    60,904

Cash flows from investing activities:

Additions to unproved properties         (2,468)   (9,922)  (7,445)   (15,723)

Additions to proved properties           (662)     —      (1,029)   —

Drilling costs                           (60,163)  (82,113) (168,947) (139,136)

Gathering systems and facilities         (1,479)   (3,727)  (3,105)   (6,536)

Additions to other property and
equipment                                (40)      (241)    (80)      (413)

Decrease (increase) in other assets      (431)     (392)    42        (576)

Net cash used in investing activities    (65,243)  (96,395) (180,564) (162,384)

Cash flows from financing activities:

Issuance of senior notes                 —       —      —       156,000

Borrowings on bank credit facility       130,000   85,994   130,000   85,994



Payments on bank credit facility         (90,000)  —      (180,000) (142,080)

Payments on capital lease obligations    (31)      (44)     (61)      (76)

Financing costs                          199       455      (6,192)   (3,788)

Issuance of preferred stock              (46)      —      104,954   —

Other                                    41        (27)     —       (27)

Net cash from (to) noncontrolling
interest                                 —       (1,155)  1,174     (1,155)

Net cash provided by financing
activities                               40,163    85,223   49,875    94,868

Net decrease in cash and cash
equivalents                              858       (2,257)  (38,111)  (6,612)

Cash and cash equivalents, beginning of
period                                   —       6,314    38,969    10,669

Cash and cash equivalents, end of period $ 858     4,057    858       4,057

Supplemental disclosure of cash flow
information:

Cash paid during the period for interest $ (9,954) (27,612) 15,602    (31,918)

Supplemental disclosure of noncash
investing activities:

Net changes in accounts payable for
additions to properties, systems and
facilities                               $(28,066) 18,975   (78,966)  28,560

SOURCE Antero Resources
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