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Item 1 Financial Statements

PART 1. FINANCIAL INFORMATION

PENN VIRGINIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME — unaudited
(in thousands, except per share data)

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Revenues
Natural gas $ 36,654 3 101,911 § 129,305 $ 295,636
Crude oil 13,259 13,764 31,412 37,442
Natural gas liquids (NGLs) 2,847 10,481 10,553 18,887
Natural gas midstream 102,262 184,914 289,123 494,260
Coal royalties 29,821 33,308 90,448 88,911
Gain on sale of property and equipment 1,945 31,279 1,918 31,335
Other 8,375 9,955 25,481 28,690
Total revenues 195,163 385,612 578,240 995,161
Expenses
Cost of midstream gas purchased 77,248 155,564 228,579 408,247
Operating 21,167 23,437 66,517 66,653
Exploration 16,117 8,346 54,901 19,765
Taxes other than income 5,294 7,671 16,656 23,325
General and administrative 19,946 18,289 58,787 55,006
Depreciation, depletion and amortization 57,869 49,978 173,160 133,481
Impairments on assets held for sale 87,900 - 87,900 -
Other impairments 4,453 - 8,928 -
Loss on sale of assets - - 1,599 -
Total expenses 289,994 263,285 697,027 706,477
Operating income (loss) (94,831) 122,327 (118,787) 288,684
Other income (expense)
Interest expense (22,784) (13,221) (50,332) (35,313)
Derivatives (2,529) 125,132 8,478 (4,387)
Other 348 (4,088) 2,274 (782)
Income (loss) before income taxes and noncontrolling interests (119,796) 230,150 (158,367) 248,202
Income tax benefit (expense) 50,405 (78,921) 69,587 (74,352)
Net income (loss) (69,391) 151,229 (88,780) 173,850
Less net income attributable to noncontrolling interests (10,509) (28,276) (20,512) (52,252)
Income (loss) attributable to Penn Virginia Corporation $ (79,900) $ 122,953 $§  (109,292) $ 121,598
Earnings (loss) per share - basic and diluted:
Earnings (loss) per share attributable to Penn Virginia Corporation
Basic $ (1.76) $ 294 § (2.52) $ 291
Diluted $ (1.76) $ 288 § (2.52) $ 2.88
Weighted average shares outstanding, basic 45,427 41,881 43,324 41,715
Weighted average shares outstanding, diluted 45,427 42,544 43,324 42,028

The accompanying notes are an integral part of these consolidated financial statements.



PENN VIRGINIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS - unaudited
(in thousands, except share data)

Assets
Current assets
Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts

Derivative assets

Inventory

Assets held for sale

Other current assets
Total current assets

Property and equipment
Oil and gas properties (successful efforts method)
Other property and equipment
Total property and equipment
Accumulated depreciation, depletion and amortization
Net property and equipment

Equity investments
Intangibles, net
Derivative assets
Other assets

Total assets

Liabilities and shareholders’ equity
Current liabilities

Short-term borrowings

Accounts payable and accrued liabilities

Derivative liabilities

Deferred taxes

Income taxes payable

Total current liabilities

Other liabilities
Derivative liabilities
Deferred income taxes
Long-term debt of PVR
Revolving credit facility
Senior notes
Convertible notes

Shareholders’ equity:

Common stock of $0.01 par value — 64,000,000 shares authorized; shares issued and
outstanding of 45,385,258 and 41,870,893 at September 30, 2009 and December 31, 2008

Paid-in capital

Retained earnings

Deferred compensation obligation
Accumulated other comprehensive loss

Treasury stock — 106,558 and 85,227 shares common stock, at cost, on

September 30, 2009 and December 31, 2008

Total Penn Virginia Corporation shareholders’ equity
Noncontrolling interests of subsidiaries

Total shareholders’ equity
Total liabilities and shareholders’ equity

The accompanying notes are an integral part of these consolidated financial statements.

September 30, December 31,
2009 2008

$ 105,034 $ 18,338

100,454 149,241

25,675 67,569

12,134 18,468

47,107 -

3,079 9,902

293,483 263,518

1,939,442 2,107,128

1,139,449 1,076,471

3,078,891 3,183,599

(706,568) (671,422)

2,372,323 2,512,177

87,520 78,443

87,108 92,672

1,950 4,070

58,885 45,685

$ 2901,269 $ 2,996,565

$ - $ 7,542

120,180 206,902

16,261 15,534

1,776 17,598

7,139 18

145,356 247,594

43,797 45,887

7,217 8,721

217,820 258,037

628,100 568,100

- 332,000

291,432 -

204,935 199,896

265 230

704,147 599,855

327,076 443,646

2,282 2,237

(1,598) (4,182)

(2,791) (2,683)

1,029,381 1,039,103

333,231 297,227

1,362,612 1,336,330

$§ 2901,269 $ 2,996,565




PENN VIRGINIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — unaudited

Cash flows from operating activities
Net income (loss)
Adjustments to reconcile net income (loss) to net
cash provided by operating activities:
Depreciation, depletion and amortization
Impairments
Commodity derivative contracts:
Total derivative losses (gains)
Cash settlements of derivatives
Deferred income taxes
Dry hole and unproved leasehold expense
Other
Changes in operating assets and liabilities

Net cash provided by operating activities

Cash flows from investing activities
Acquisitions
Additions to property, plant and equipment
Other

Net cash used in investing activities

Cash flows from financing activities
Dividends paid
Distributions paid to noncontrolling interest holders
Proceeds from (repayments of) bank borrowings
Net proceeds from PVR borrowings
Net proceeds from (repayments of) Company borrowings
Net proceeds from issuance of senior notes
Net proceeds from issuance of PVR partners' capital
Net proceeds from the sale of PVG units
Net proceeds from issuance of equity
Other

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents — beginning of period

Cash and cash equivalents — end of period

Supplemental disclosure:
Cash paid (received) during the periods for:
Interest
Income taxes

The accompanying notes are an integral part of these consolidated financial statements.

(in thousands)

Three Months Ended

Nine Months Ended

September 30, September 30,
2009 2008 2009 2008

$ (69,391) $ 151,229  $ (88,780) $ 173,850
57,869 49,978 173,160 133,481
92,353 - 96,828 -

6,312 (123,628) (2,821) 8,516
15,507 (19,755) 51,936 (46,740)
(51,928) 61,552 (70,728) 60,105
10,593 5,520 30,476 14,992
2,685 (27,374) 16,064 (26,118)
20,046 (5,727) 15,888 (41,399)
84,046 91,795 222,023 276,687
(32,068) (162,078) (38,261) (278,185)
(25,363) (162,857) (218,558) (392,031)

2,876 33,215 8,698 33,954
(54,555) (291,720) (248,121) (636,262)
(2,559) (2,351) (7,278) (7,037)
(18.,455) (17,917) (55,365) (45,829)

- 46,431 (7,542) 46,431

31,000 176,600 60,000 146,000
(70,000) (25,000) (332,000) 58,000

- - 291,009 -

- - - 138,015

118,080 - 118,080 -

- - 64,835 -

(860) (2,311) (18,945) 8,475

57,206 175,452 112,794 344,055
86,697 (24,473) 86,696 (15,520)

18,337 43,480 18,338 34,527

$ 105,034 $ 19,007 $ 105,034 $ 19,007
$ 6,055 § 8,599 $ 31,309 S 26,490
$ (1,047) $ 2,791 § 1,906 $ 4,970



PENN VIRGINIA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — unaudited
September 30, 2009
1. Organization
Penn Virginia Corporation (“Penn Virginia,” the “Company,” “we,” “us” or “our”) is an independent oil and gas company primarily
engaged in the development, exploration and production of natural gas and oil in various domestic onshore regions including East Texas, the
Mid-Continent, Appalachia, Mississippi and the Gulf Coast. We also indirectly own partner interests in Penn Virginia Resource Partners, L.P.
(“PVR”), a publicly traded limited partnership formed by us in 2001. Our ownership interests in PVR are held principally through our general
partner interest and 51.4% limited partner interest in Penn Virginia GP Holdings, L.P. (“PVG”), a publicly traded limited partnership formed by
us in 2006. As of September 30, 2009, PVG owned an approximately 37% limited partner interest in PVR and 100% of the general partner of
PVR, which holds a 2% general partner interest in PVR and all of the incentive distribution rights.

We are engaged in three primary business segments: (i) oil and gas, (ii) coal and natural resource management and (iii) natural gas
midstream. We directly operate our oil and gas segment and PVR operates our coal and natural resource management and natural gas
midstream segments.

2. Basis of Presentation

Our consolidated financial statements include the accounts of Penn Virginia and all of its subsidiaries, including PVG and
PVR. Investments in non-controlled entities over which we exercise significant influence are accounted for using the equity
method. Intercompany balances and transactions have been eliminated in consolidation. Our consolidated financial statements have been
prepared in accordance with accounting principles generally accepted in the United States of America. These statements involve the use of
estimates and judgments where appropriate. In the opinion of management, all adjustments, consisting of normal recurring accruals, considered
necessary for a fair presentation of our consolidated financial statements have been included. Our consolidated financial statements should be
read in conjunction with our consolidated financial statements and footnotes included in our Annual Report on Form 10-K for the year ended
December 31, 2008. Operating results for the three and nine months ended September 30, 2009 are not necessarily indicative of the results that
may be expected for the year ending December 31, 2009. Certain reclassifications have been made to conform to the current period’s
presentation. In preparing the accompanying consolidated financial statements, we have evaluated subsequent events through November 5,
2009.

3. Noncontrolling Interests

Effective January 1, 2009, we adopted the new accounting standard on noncontrolling interests in consolidated financial statements. This
standard requires that the noncontrolling interests in PVG and PVR be reported on our consolidated balance sheets as a separate item within
shareholders’ equity. Net income attributable to the noncontrolling interests in PVG and PVR is separately presented on the face of our
consolidated statements of income. Our consolidated financial statements have been retroactively adjusted to reflect the adoption of this
standard. Comprehensive income attributable to the noncontrolling interests in PVG and PVR is separately presented in our schedule of
comprehensive income. The standard also requires that gains from the sales of subsidiary units be recorded directly to shareholders’ equity. If
we sell sufficient controlling interests in our subsidiaries to require deconsolidation of those subsidiaries, then we expect to record a gain or loss
on our consolidated statements of income.

The following is a reconciliation of the carrying amount of shareholders’ equity attributable to us, shareholders’ equity attributable to the
noncontrolling interests in PVG and PVR and total shareholders’ equity:



Penn Virginia Total
Corporation Noncontrolling  Shareholders' = Comprehensive
Shareholders Interests Equity Income (Loss)
(in thousands)
Balance at December 31, 2008 $ 1,039,103 § 297,227 $ 1,336,330
Dividends paid ($0.05625 per share) (7,276) - (7,276)
Distributions to noncontrolling interests holders - (55,365) (55,365)
Issuance of equity 64,835 - 64,835
Sale of PVG units 32,739 67,713 100,452
Other changes to shareholders' equity 6,688 2,416 9,104
Comprehensive income:
Net income (loss) (109,292) 20,512 (88,780) $ (88,780)
Hedging unrealized gain (loss), net of tax 291 (353) (62) (62)
Hedging reclassification adjustment, net of tax 2,293 1,081 3,374 3,374
Balance at September 30, 2009 $ 1,029,381 § 333,231 $ 1,362,612 § (85,468)
Balance at December 31, 2007 $ 835,793 $ 174,420 $ 1,010,213
Dividends paid ($0.05625 per share) (7,039) - (7,039)
Distributions to noncontrolling interests holders - (45,829) (45,829)
Issuance of PVR units - 138,015 138,015
Recognition of SAB 51 gain 39,723 (39,723) -
Sale of PVG units 36,429 - 36,429
Change related to acquisition - 23,469 23,469
Other changes to shareholders' equity 14,967 1,845 16,812
Comprehensive income:
Net income 121,598 52,252 173,850 $ 173,850
Hedging unrealized loss, net of tax (408) (1,657) (2,065) (2,065)
Hedging reclassification adjustment, net of tax 220 4,561 4,781 4,781
Balance at September 30, 2008 $ 1,041,283 § 307,353 $ 1,348,636 § 176,566

In September 2009, we sold 10,000,000 common units of PVG owned by us for $118.1 million, which increased noncontrolling interests
by $67.7 million and additional paid-in capital by $50.4 million less $17.7 million in taxes. Prior to the sale, we owned 30,077,429 PVG
common units, representing a 77.0% limited partner interest in PVG. After the sale, we owned 20,077,429 PVG common units, representing a
51.4% limited partner interest in PVG.

The following table discloses the effects of changes in our ownership interest in PVG on our equity:

Three Months Ended Nine Months Ended
September 30, 2009 September 30, 2009

(in thousands)

Loss attributable to PennVirginia Corporation $ (79,900) $ (109,292)
Transfer to noncontrolling interests
Increase in PennVirginia Corporation's paid-in capital
for sale of PVG units, net of $17,629 in taxes 32,739 32,739
Changes from loss attributable to PennVirginia Corporation and transfer to noncontrolling
interests $ (47,161) $ (76,553)

4. Fair Value Measurements

Effective January 1, 2009, we adopted the new accounting standard on fair value measurements and disclosures applicable to both our
financial and nonfinancial assets and liabilities that are measured and reported on a fair value basis. Our financial instruments that are subject to
fair value disclosures consist of cash and cash equivalents, accounts receivable, assets held for sale, accounts payable, derivative instruments
and long-term debt. We have followed consistent methods and assumptions to estimate the fair values as more fully described in our Annual
Report on Form 10-K for the year ended December 31, 2008. In addition to those methods, the fair value of assets held for sale was derived
using a market approach based on indications of interest from potential third-party purchasers of the assets. At September 30, 2009, the
carrying values of all of these financial instruments, except the portion of long-term debt attributable to our 4.50% Convertible Senior
Subordinated Notes due 2012 (the “Convertible Notes”), approximated fair value. The fair value of the portion of our long-term debt
attributable to the Convertible Notes at September 30, 2009 was $206.9 million, which was derived from quoted market prices.



The following table summarizes the valuation of certain assets and liabilities by category as of September 30, 2009:

Fair Value Measurement at September 30, 2009, Using

Fair Value Quoted Prices in Active  Significant Other Significant
Measurements at  Markets for Identical Observable Inputs Unobservable
Description September 30, 2009 Assets (Level 1) (Level 2) Inputs (Level 3)

Publicly traded equities

Deferred compensation - noncurrent liability
Interest rate swap assets - noncurrent

Interest rate swap liabilities - current

Interest rate swap liabilities - noncurrent
Commodity derivative assets - current
Commodity derivative assets - noncurrent
Commodity derivative liabilities - current
Commodity derivative liabilities - noncurrent
Assets held for sale

Total

(in thousands)

$ 5257 $ 5257 $ -8 -
(5,955) (5,955) - -

1,138 - 1,138 -

(10,629) - (10,629) -

(4,548) - (4,548) g

25,674 - 25,674 -

813 - 813 -

(5,631) - (5,631) -

(2,670) - (2,670) g

47,107 - 47,107 -

$ 50,556 $ (698) $ 51254 § ]

See Note 5, “Derivative Instruments,” for the effects of derivative instruments on our consolidated financial statements.

5. Derivative Instruments
Commodity Derivatives

Oil and Gas Segment

We determine the fair values of our oil and gas derivative agreements using third-party quoted forward prices for NYMEX Henry Hub
gas and West Texas Intermediate crude oil as of the end of the reporting period and discount rates adjusted for the credit risk of our
counterparties if the derivative in an asset position and our own credit risk if the derivative is in a liability position. The following table sets
forth our oil and gas commodity derivative positions as of September 30, 2009:



Natural Gas Costless Collars
Fourth Quarter 2009

First Quarter 2010

Second Quarter 2010

Third Quarter 2010

Fourth Quarter 2010

First Quarter 2011

Second Quarter 2011

Third Quarter 2011

Natural Gas Three-Way Collars

Fourth Quarter 2009
First Quarter 2010

Natural Gas Swaps
Fourth Quarter 2009
First Quarter 2010
Second Quarter 2010
Third Quarter 2010

Crude Oil Three-Way Collars
Fourth Quarter 2009

Crude Oil Swaps
Fourth Quarter 2009

Crude Oil Costless Collars
First Quarter 2010

Second Quarter 2010

Third Quarter 2010

Fourth Quarter 2010

Settlements to be paid in subsequent period

Oil and gas segment commodity derivatives - net asset

Average Weighted Average Price Fair Value at
Volume Additional September 30,
Per Day Put Option Floor Ceiling 2009
(in thousands)
(MMBtu) ($ per MMBtu)
15,000 4.25 570 S 64
35,000 4.96 7.41 (325)
30,000 5.33 8.02 539
30,000 5.33 8.02 204
50,000 5.65 8.77 201
50,000 5.65 8.77 (1,266)
30,000 5.67 7.58 (188)
30,000 5.67 7.58 (498)
(MMBtu) ($ per MMBtu)
30,000 6.83 9.50 13.60 7,084
30,000 6.83 9.50 13.60 6,055
(MMBtu) ($ per MMBtu)
40,000 491 579
15,000 6.19 297
30,000 6.17 554
30,000 6.17 31
(barrels) ($ per barrel)
500 80.00 110.00 179.00 1,315
(barrels) ($ per barrel)
500 59.25 (541)
(barrels) ($ per barrel)
500 60.00 74.75 (159)
500 60.00 74.75 (227)
500 60.00 74.75 (271)
500 60.00 74.75 (317)
297
$ 13,366

See the “Financial Statement Impact of Derivatives” section below for the impact of our oil and gas commodity derivatives on our consolidated

financial statements.



PVR Natural Gas Midstream Segment

PVR determines the fair values of its derivative agreements using quoted forward prices for the respective commodities as of the end of
the reporting period and discount rates adjusted for the credit risk of PVR’s counterparties if the derivative is in an asset position and PVR’s
own credit risk if the derivative is in a liability position. The following table sets forth PVR’s positions as of September 30, 2009 for
commodities related to natural gas midstream revenues and cost of midstream gas purchased:

Average Weighted Average Price Fair Value at
Volume Swap Additional September 30,
Per Day Price Put Option Put Call 2009
(in thousands)
Crude Oil Three-Way Collar (barrels) ($ per barrel)
Fourth Quarter 2009 1,000 70.00 90.00 119.25 $ 1,433
Frac Spread Collar (MMBtu) ($ per MMBtu)
Fourth Quarter 2009 6,000 9.09 13.94 864
Crude Oil Collar (barrels) (8 per barrel)
First Quarter 2010 through Fourth Quarter 2010 750 70.00 81.25 228
Crude Oil Collar (barrels) ($ per barrel)
First Quarter 2010 through Fourth Quarter 2010 1,000 68.00 80.00 (155)
Natural Gas Purchase Swap (MMBtu) ($ per MMbtu)
First Quarter 2010 through Fourth Quarter 2010 5,000 5.815 709
Settlements to be received in subsequent period 1,742
Natural gas midstream segment commodity derivatives - net asset $ 4,821

See the “Financial Statement Impact of Derivatives” section below for the impact of PVR’s natural gas midstream commodity derivatives on
our consolidated financial statements.

Interest Rate Swaps

In 2006, we entered into interest rate swaps (the “Interest Rate Swaps”) with notional amounts of $50.0 million to establish fixed interest
rates on a portion of the then outstanding borrowings under our revolving credit facility (the “Revolver”) through December 2010. During the
first quarter of 2009, we discontinued hedge accounting for all of the Interest Rate Swaps. Accordingly, subsequent fair value gains and losses
for the Interest Rate Swaps were recognized in the derivative line item on our consolidated statements of income.

We reported a net derivative liability of $2.9 million at September 30, 2009 related to the Interest Rate Swaps. In September 2009, we
paid off all amounts outstanding under the Revolver and, as a result, we reclassified the net hedging losses remaining in accumulated other
comprehensive income (“AOCI”) related to the Interest Rate Swaps from AOCI to interest expense. In connection with periodic settlements
and the pay down of the Revolver, we reclassified a total of $3.4 million of net hedging losses on the Interest Rate Swaps from AOCI to interest
expense during the nine months ended September 30, 2009. See the “Financial Statement Impact of Derivatives” section below for the impact
of the Interest Rate Swaps on our consolidated financial statements.



PVR Interest Rate Swaps

PVR has entered into interest rate swaps (the “PVR Interest Rate Swaps”) to establish fixed interest rates on a portion of the outstanding
borrowings under its revolving credit facility (the “PVR Revolver”). The following table sets forth the PVR Interest Rate Swap positions at

September 30, 2009:

Weighted-Average

Dates Notional Amounts Fixed Rate

(in millions)
Until March 2010 $ 310.0 3.54%
March 2010 - December 2011 $ 250.0 3.37%
December 2011 - December 2012 $ 100.0 2.09%

During the first quarter of 2009, PVR discontinued hedge accounting for all of the PVR Interest Rate Swaps. Accordingly, subsequent
fair value gains and losses for the PVR Interest Rate Swaps are recognized in the derivatives line item on our consolidated statements of
income. At September 30, 2009, a $2.2 million loss remained in AOCI related to the PVR Interest Rate Swaps. The $2.2 million loss will be
recognized in interest expense as the PVR Interest Rate Swaps settle.

PVR reported a (i) net derivative liability of $11.2 million at September 30, 2009 and (ii) loss in AOCI of $2.2 million at September 30,
2009 related to the PVR Interest Rate Swaps. In connection with periodic settlements, PVR reclassified a total of $2.6 million of net hedging
losses on the PVR Interest Rate Swaps from AOCI to interest expense during the nine months ended September 30, 2009. See the “Financial
Statement Impact of Derivatives” section below for the impact of the PVR Interest Rate Swaps on our consolidated financial statements.

Financial Statement Impact of Derivatives

The following table summarizes the effects of our and PVR’s derivative activities, as well as the location of the gains and losses, on our
consolidated statements of income for the three and nine months ended September 30, 2009 and 2008:

Derivatives de-designated as hedging instruments:
Interest rate contracts (1)

Increase (decrease) in net income resulting from

derivatives de-designated as hedging

instruments

Derivatives not designated as hedging instruments:
Interest rate contracts
Commodity contracts (1)
Commodity contracts (1)
Commodity contracts
Increase (decrease) in net income resulting from
derivatives not designated as hedging
instruments

Total increase (decrease) in net income resulting
from derivatives

Realized and unrealized derivative impact:
Cash received (paid) for commodity and interest
rate settlements
Cash paid for interest rate contract settlements
Unrealized derivative gain (loss) (2)
Total increase (decrease) in net income resulting
from derivatives

Location of gain (loss)

Three Months Ended

Nine Months Ended

on derivatives recognized September 30, September 30,
in income 2009 2008 2009 2008
(in thousands)
Interest expense $ (3,781) $ (1,179) $ (6,464) $ (1,891)
(3,781) (1,179) (6,464) (1,891)
Derivatives (4,368) (1,333) (3,849) (1,333)
Natural gas midstream revenues - (1,987) - (6,235)
Cost of midstream gas purchased - 484 - 2,107
Derivatives 1,839 126,464 12,327 (3,055)
(2,529) 123,628 8,478 (8,516)
$ (6,310) § 122,449 § 2,014 §  (10,407)
Derivatives $ 15507 $  (19,755) § 51,936 §  (46,740)
Interest expense - (1,179) (808) (1,891)
(21,817) 143,383 (49,114) 38,224
$ (6,310) § 122449 § 2,014 §  (10,407)

(1)  Represents amounts reclassified out of AOCI and into interest expense. At September 30, 2009, a $2.2 million loss remained in AOCI
related to the PVR Interest Rate Swaps on which PVR discontinued hedge accounting.

(2)  Represents net unrealized gains (losses) in the natural gas midstream, cost of midstream gas purchased, interest expense and derivatives
line items on our consolidated statements of income.



The following table summarizes the fair value of our and PVR’s derivative instruments, as well as the locations of these instruments, on
our consolidated balance sheets as of September 30, 2009 and December 31, 2008:

Fair Values at Fair Values at
September 30, 2009 December 31, 2008
Derivative Derivative Derivative Derivative
Balance Sheet Location Assets Liabilities Assets Liabilities

(in thousands)
Derivatives de-designated as hedging instruments:

Interest rate contracts Derivative liabilities - current $ xx $ -3 - 3 3,177
Interest rate contracts Derivative liabilities - noncurrent - - - 3,648
Total derivatives de-designated as hedging instruments - - - 6,825

Derivatives not designated as hedging instruments:

Interest rate contracts Derivative assets/liabilities - current - 10,629 - 4,663
Interest rate contracts Derivative assets/liabilities - noncurrent 1,138 4,548 - 5,073
Commodity contracts Derivative assets/liabilities - current 25,674 5,631 67,569 7,694
Commodity contracts Derivative assets/liabilities - noncurrent 813 2,670 4,070 -
Total derivatives not designated as hedging instruments 27,625 23,478 71,639 17,430
Total fair value of derivative instruments $ 27625 $§ 23478 $ 71,639 § 24255

See Note 4, “Fair Value Measurements,” for a description of how the above-described financial instruments are valued.

The following table summarizes our interest expense for the three and nine months ended September 30, 2009 and 2008, including the
effect of the Interest Rate Swaps and the PVR Interest Rate Swaps:

Three Months Ended September 30, Nine Months Ended September 30,

Source 2009 2008 2009 2008

(in thousands)
Interest on borrowings $ 19,567 % 12,534 $ 45565 $ 35,652
Capitalized interest (566) (492) (1,697) (2,230)
Interest rate swaps 3,783 1,179 6,464 1,891
Total interest expense $ 22,784 % 13,221 $ 50,332 $ 35313

At September 30, 2009, we reported a commodity derivative asset related to our oil and gas segment of $13.4 million. At September 30,
2009, we reported a commodity derivative asset related to the PVR natural gas midstream segment of $4.8 million. The contracts underlying
such commodity derivative asset are with four counterparties, all of which are investment grade financial institutions, and such commodity
derivative asset is substantially concentrated with one of those counterparties. This concentration may impact our overall credit risk, either
positively or negatively, in that these counterparties may be similarly affected by changes in economic or other conditions. Neither we nor PVR
paid or received collateral with respect to our or PVR’s derivative positions. The maximum amount of loss due to credit risk if counterparties to
our or PVR’s derivative asset positions fail to perform according to the terms of the contracts would be equal to the fair value of the contracts as
of September 30, 2009. No significant uncertainties related to the collectability of amounts owed to us or PVR exist with regard to these
counterparties.

The above-described hedging activity represents cash flow hedges. As of September 30, 2009, neither we nor PVR owned any derivative
instruments that were classified as fair value hedges or trading securities or that contained credit risk contingencies.

6. Common Stock Offering

On May 22, 2009, we completed the sale of 3.5 million shares of our common stock in a registered public offering. The net sales
proceeds of $64.8 million were used to repay borrowings under the Revolver.

7. Long-Term Debt
The long-term debt on our consolidated balance sheet as of September 30, 2009 consisted of our 10.375% Senior Notes due 2016 (the

“Senior Notes”), the Convertible Notes and PVR’s outstanding debt under the PVR Revolver. There was no debt outstanding under the
Revolver as of September 30, 2009.
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In June 2009, we issued and sold $300.0 million of Senior Notes. The Senior Notes mature on June 15, 2016 and bear interest at an
annual rate of 10.375%. The Senior Notes were sold at 97% of par, equating to an effective yield to maturity of approximately 11%. The net
proceeds from the sale of the Senior Notes of $281.6 million were used to repay borrowings under the Revolver. The obligations under the
Senior Notes are fully and unconditionally guaranteed by our oil and gas subsidiaries, which are also guarantors under the Revolver. See Note
8, “Guarantor Subsidiaries.”

In December 2007, we issued and sold $230.0 million of Convertible Notes. The Convertible Notes mature on November 15, 2012 and
bear interest at an annual rate of 4.50%. See Note 9, “Convertible Notes.”

In June 2009, the borrowing base under the Revolver was revised from $450.0 million to $367.0 million due to the issuance of the Senior
Notes. The Revolver, which matures in December 2010, is secured by a portion of our proved reserves. As of December 31, 2008, the
weighted average interest rate on borrowings outstanding under the Revolver was approximately 2.6%. As of September 30, 2009, we had no
debt outstanding under the Revolver. Interest is payable at a base rate plus an applicable margin of ranging from 1.125% to 2.125% if we select
the base rate borrowing option under the Revolver, or at a rate derived from the London Interbank Offered Rate (“LIBOR”) plus an applicable
margin ranging from 2.00% to 3.00% if we select the LIBOR-based borrowing option.

In March 2009, PVR increased the size of the PVR Revolver from $700.0 million to $800.0 million, which resulted in $9.3 million of
debt issuance costs that will be amortized over the remaining life of the PVR Revolver. The PVR Revolver is secured with substantially all of
PVR’s assets. The December 2011 maturity date for the PVR Revolver did not change. As of September 30, 2009, all of PVR’s long-term debt
was indebtedness outstanding under the PVR Revolver. PVR’s debt is non-recourse to us and PVG. Interest is payable at a base rate plus an
applicable margin of up to 1.25% if PVR selects the base rate borrowing option under the PVR Revolver, or at a rate derived from the LIBOR
plus an applicable margin ranging from 1.75% to 2.75% if PVR selects the LIBOR-based borrowing option. As of September 30, 2009 and
December 31, 2008, the weighted average interest rate on borrowings outstanding under the PVR Revolver was approximately 2.5% and 3.2%.

The following table summarizes our and PVR’s long-term debt as of September 30, 2009 and December 31, 2008:

September 30, December 31,

2009 2008
(in thousands)

Short-term borrowings $ -3 7,542

Revolving credit facility - 332,000

Senior notes, net of discount (1) 291,432 -

Convertible notes, net of discount 204,935 199,896

Total recourse debt of the Company $ 496,367 $ 539,438

Long-term debt of PVR 628,100 568,100

Total consolidated debt 1,124,467 1,107,538
Less: Short-term borrowings - (7,542)

Total consolidated long-term debt $ 1,124467 $ 1,099,996

(1) Includes original issue discount of $9.0 million, which is amortizable through June 15, 2016.
8. Guarantors Subsidiaries

The Senior Notes are fully and unconditionally and joint and severally guaranteed by our oil and gas subsidiaries (collectively, the
“Guarantor Subsidiaries”). The primary non-guarantor subsidiaries are PVG and PVR (collectively, the “Non-guarantor Subsidiaries™). As
such, the Company is subject to the requirements Rule 3-10(f) of Regulation S-X of the Securities and Exchange Commission regarding
financial statements of guarantors and issuers of registered guaranteed securities.

The condensed consolidating financial information below present the financial position, results of operations and cash flows of the

Company, the Guarantor Subsidiaries and Non-guarantor Subsidiaries:
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Balance Sheets

Assets
Cash and cash equivalents
Accounts receivable
Inventory
Assets held for sale
Other current assets

Total current assets
Property and equipment, net
Investments in affiliates (equity method)
Other assets

Total assets

Liabilities and shareholders’ equity
Accounts payable and accrued liabilities
Other current liabilities
Total current liabilities
Deferred income taxes
Long-term debt of PVR
Long-term debt of the Company
Other long-term liabilities
Shareholders’ equity
Noncontrolling interests in subsidiaries
Total liabilities and shareholders’ equity

Balance Sheets

Assets
Cash and cash equivalents
Accounts receivable
Inventory
Other current assets
Total current assets
Property and equipment, net
Investments in affiliates (equity method)
Other assets
Total assets

Liabilities and shareholders’ equity
Current maturities of long-term debt
Accounts payable and accrued liabilities
Other current liabilities
Total current liabilities
Deferred income taxes
Long-term debt of PVR
Long-term debt of the Company
Other long-term liabilities
Shareholders’ equity
Noncontrolling interests in subsidiaries
Total liabilities and shareholders’ equity

September 30, 2009
Penn Virginia  Guarantor = Non-guarantor
Corporation  Subsidiaries Subsidiaries Eliminations Consolidated
(in thousands)
$ 83,336 $ - 8 21,698 $ - 3 105,034
- 40,449 60,005 - 100,454
- 10,314 1,820 - 12,134
- 47,107 - - 47,107
16,794 341 12,525 (906) 28,754
100,130 98,211 96,048 (906) 293,483
7,074 1,483,397 910,103 (28,251) 2,372,323
1,492,547 183,762 - (1,676,309) -
19,476 48 237,809 (21,870) 235,463
$ 1,619227 §$§ 1765418 § 1,243,960 $ (1,727,336) $ 2,901,269
$ 16,831 $ 45,615 $ 57,734 $ - 3 120,180
16,960 - 10,900 (2,684) 25,176
33,791 45,615 68,634 (2,684) 145,356
19,137 220,552 - (21,869) 217,820
- - 628,100 - 628,100
496,367 - - - 496,367
14,077 6,704 30,233 - 51,014
1,055,855 1,492,547 183,762 (1,702,783) 1,029,381
- - 333,231 - 333,231
$ 1,619,227 § 1,765,418 § 1,243,960 $ (1,727,336) $ 2,901,269
December 31, 2008
Penn Virginia  Guarantor = Non-guarantor
Corporation  Subsidiaries Subsidiaries Eliminations Consolidated
(in thousands)
$ - § - 3 18,338  $ - 3 18,338
- 75,962 73,279 - 149,241
- 16,595 1,873 - 18,468
37,455 7,241 32,823 (48) 77,471
37,455 99,798 126,313 (48) 263,518
8,255 1,637,832 895,247 (29,157) 2,512,177
1,574,758 268,314 - (1,843,072) -
32,857 49 237,065 (49,101) 220,870
$ 1,653325 $§ 2005993 § 1,258,625 $ (1,921,378) $ 2,996,565
$ 7,542 $ - 3 - S - 8 7,542
8,294 129,190 69,418 - 206,902
15,032 - 18,166 (48) 33,150
30,868 129,190 87,584 (48) 247,594
11,868 295,270 - (49,101) 258,037
- - 568,100 - 568,100
531,896 - - - 531,896
10,433 6,775 37,400 - 54,608
1,068,260 1,574,758 268,314 (1,872,229) 1,039,103
- - 297,227 - 297,227
$ 1,653325 §$§ 2005993 § 1,258,625 $ (1,921,378) $ 2,996,565
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PVR continually seeks new supplies of natural gas to offset the natural declines in production from the wells currently connected to its
systems and to increase system throughput volumes. New natural gas supplies are obtained for all of PVR’s systems by contracting for
production from new wells, connecting new wells drilled on dedicated acreage and contracting for natural gas that has been released from
competitors’ systems. In the nine months ended September 30, 2009, the PVR natural gas midstream segment made aggregate capital
expenditures of $72.0 million, primarily related to PVR’s Panhandle System in Texas and Oklahoma.

Revenues, profitability and the future rate of growth of the PVR natural gas midstream segment are highly dependent on market demand
and prevailing natural gas liquid, or NGL, and natural gas prices. NGL and natural gas prices have been subject to significant volatility in
recent years in response to changes in the supply and demand for NGL products and natural gas market demand. The deterioration of the global
economy has resulted in a decrease in demand for natural gas and NGLs. Depending on the longevity and ultimate severity of the deterioration,
NGL production from its processing plants could decrease and adversely affect PVR’s natural gas midstream processing income and PVR’s
ability to make cash distributions. The deterioration of the global economy has also adversely affected credit availability and PVR’s access to
new capital. This limited access to capital and credit availability has and could continue to hamper PVR’s ability to fund acquisitions,
potentially restricting future growth potential.

Three and Nine Months Ended September 30, 2009 Compared with the
Three and Nine Months Ended September 30, 2008

The following table sets forth a summary of certain financial and other data for the PVR natural gas midstream segment for the three and
nine months ended September 30, 2009 and 2008:

Three Months Ended September 30, Nine Months Ended September 30,

2009 2008 2009 2008
Financial Highlights
Revenues
Residue gas $ 62,801 § 158,709 $ 211,165 § 373,913
Natural gas liquids 48,147 72,349 117,670 199,053
Condensate 4,659 7,202 11,507 21,870
Gathering, processing and transportation fees 2,836 3,022 8,540 6,291
Total natural gas midstream revenues (1) 118,443 241,282 348,882 601,127
Equity earnings in equity investment 1,597 981 3,345 1,537
Producer services 406 1,353 1,001 4921
Total revenues 120,446 243,616 353,228 607,585
Expenses
Cost of midstream gas purchased (1) 92,355 211,262 285,129 513,778
Operating 6,884 6,164 20,358 15,031
Taxes other than income 584 596 2,062 1,902
General and administrative 4,180 3,757 12,661 10,559
Depreciation and amortization 9,852 8,109 28,414 18,589
Total operating expenses 113,855 229,888 348,624 559,859
Operating income $ 6,591 $ 13,728 $ 4,604 $ 47,726
Operating Statistics
System throughput volumes (MMcf) 29,811 27,744 93,433 68,915
Daily throughput volumes (MMctd) 324 302 342 252
Gross margin $ 26,088 $ 30,020 $ 63,753 $ 87,349
Cash impact of derivatives 1,993 (12,551) 9,162 (29,151)
Gross margin, adjusted for impact of derivatives $ 28,081 § 17,469 $ 72915 $ 58,198
Gross margin ($/Mcf) $ 088 $ 1.08 § 068 § 1.27
Cash impact of derivatives ($/Mcf) 0.06 (0.45) 0.10 (0.42)
Gross margin, adjusted for impact of derivatives ($/Mcf) $ 094 $ 0.63 $ 078 § 0.85
(1) In the three months ended September 30, 2009, PVR recorded $15.1 million of natural gas midstream revenues and $15.1 million for

the cost of midstream gas purchased related to the purchase of natural gas from Penn Virginia Oil & Gas, L.P., or PVOG LP, and the
subsequent sale of that gas to third parties. In the nine months ended September 30, 2009, PVR recorded $56.4 million of natural gas
midstream revenues and $56.4 million for the cost of midstream gas purchased related to the purchase of natural gas from PVOG LP
and the subsequent sale of that gas to third parties. PVR takes title to the gas prior to transporting it to third parties.
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PVR’s operations and those of its coal lessees are subject to environmental laws and regulations adopted by various governmental
authorities in the jurisdictions in which these operations are conducted. The terms of PVR’s coal property leases impose liability on the relevant
lessees for all environmental and reclamation liabilities arising under those laws and regulations. The lessees are bonded and have indemnified
PVR against any and all future environmental liabilities. PVR regularly visits its coal properties to monitor lessee compliance with
environmental laws and regulations and to review mining activities. PVR’s management believes that its operations and those of its lessees
comply with existing laws and regulations and does not expect any environment-related material adverse impact on its financial condition or
results of operations.

As of September 30, 2009 and December 31, 2008, PVR’s environmental liabilities were $1.1 million and $1.2 million, which represents
PVR’s best estimate of the liabilities as of those dates related to its coal and natural resource management and natural gas midstream
businesses. PVR has reclamation bonding requirements with respect to certain unleased and inactive properties. Given the uncertainty of when
a reclamation area will meet regulatory standards, a change in this estimate could occur in the future.

Summary of Critical Accounting Policies and Estimates

The process of preparing financial statements in accordance with accounting principles generally accepted in the United States of
America requires our management to make estimates and judgments regarding certain items and transactions. It is possible that materially
different amounts could be recorded if these estimates and judgments change or if the actual results differ from these estimates and
judgments. Our most critical accounting policies which involve the judgment of our management were fully disclosed in our Annual Report on
Form 10-K for the year ended December 31, 2008 and remained unchanged as of September 30, 2009.

Recent Accounting Pronouncements

See Note 15, “New Accounting Standards,” in the Notes to Consolidated Financial Statements in Item 1, “Financial Statements,” for a
description of recent accounting pronouncements.

Forward-Looking Statements

Certain statements contained herein that are not descriptions of historical facts are “forward-looking” statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Because such
statements include risks, uncertainties and contingencies, actual results may differ materially from those expressed or implied by such forward-
looking statements. These risks, uncertainties and contingencies include, but are not limited to, the following:

» the volatility of commodity prices for natural gas, NGLs, crude oil and coal;

»  our ability to access external sources of capital;

* uncertainties relating to the occurrence and success of capital-raising transactions, including securities offerings and asset sales;

* reductions in the borrowing base under our Revolver;

*  our ability to develop and replace oil and gas reserves and the price for which such reserves can be acquired,

* any impairment write-downs of our reserves or assets;

» reductions in our anticipated capital expenditures;

» the relationship between natural gas, NGL, crude oil and coal prices;

» the projected demand for and supply of natural gas, NGLs, crude oil and coal;

» the availability and costs of required drilling rigs, production equipment and materials;

»  our ability to obtain adequate pipeline transportation capacity for our oil and gas production;

*  competition among producers in the oil and natural gas and coal industries generally and among natural gas midstream companies;

» the extent to which the amount and quality of actual production of our oil and natural gas or PVR’s coal differ from estimated proved
oil and gas reserves and recoverable coal reserves;

* PVR’s ability to generate sufficient cash from its businesses to maintain and pay the quarterly distribution to its general partner and
its unitholders;

» the experience and financial condition of PVR’s coal lessees and natural gas midstream customers, including the lessees’ ability to
satisfy their royalty, environmental, reclamation and other obligations to PVR and others;












































