GEOMET, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

Revenues:

Gas sales

Operating fees and other

Total revenues

Expenses:

Total production expenses

Depreciation, depletion and amortization
General and administrative

Realized (gains) losses on derivative contracts
Unrealized (gains) losses on derivative contracts
Total operating expenses

Operating income from continuing operations
Other expenses & interest, net

Income before income taxes and discontinued
operations
Income tax expense

Income from continuing operations
Discontinued operations, net of tax
Net income
Earnings per share:
Income from continuing operations
Basic
Diluted
Discontinued operations
Basic
Diluted
Net income
Basic
Diluted
Weighted average number of common shares:
Basic
Diluted

Three Months Ended
September 30

Nine Months Ended

September 30,

2008 2007 2008 2007
$ 18674 $ 11,303 $ 54956 $ 36,590
146 341 648 957
18,820 11,644 55,604 37,547
5,204 4,986 15,700 15,244
2,524 2,347 7,472 6,688
2,098 2,538 7,478 7,042
1,390 (1,228) 2,021 (2,524)
(21,565) (464) (820) 2,249
(10,349) 8,179 31,851 28,699
29,169 3,465 23,753 8,848
(1,084) (1,468) (3,455) (3.602)
28,085 1,997 20,298 5,246
10,604 454 8,135 1,850
17,481 1,543 12,163 3,396
- 45 - 165
$ 17481 $ 1588 $ 12163 $ 3,561
$ 045 $ 004 $ 031 $ 0.9
$ 044 $ 004 $ 031 $ 0.9
$ 000 $ 000 $ 000 $ 0.0
$ 000 $ 000 $ 000 $ 0.0
$ 045 $ 004 $ 031 $ 0.9
$ 044 $ 004 $ 031 $ 0.9
38,872 38,727 38,822 38,707
39,839 39,594 39,714 39,634




GEOMET, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

September 30, December 31,

2008 2007
Assets:

(O T =Y LA =) R $ 16,111 $ 11,509
Properties and eqQUIPMENT, NEL........cccviviieieiee et e e e e e e sre e sneereenen, 401,058 366,229
(0] 13 1= G- Ty SRRSO PRSPPSO 1,245 939
JLIE0] = TS =] TP $ 418414 $ 378,677
Liabilities and stockholders’ equity:

(o0 = L Lo T [T $ 20102 $ 13,571
LONG-TEIM AEDE ...ttt r bbbt sn b e b b nene, 108,636 96,730
Other 1ong-term HabilitIES.........ooiiiii e e en 58,970 49,700
QLI N L Lo 1T 187,708 160,001
Total StOCKNOIARIS” BOUILY......eeieieiie ettt e e e e snesrenresnneneens 230,706 218,676
Total liabilities and StoCKhOIAErs” EQUILY ......ceiveviiiiciiiieccee e, $ 418414 $ 378,677




GEOMET, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Nine Months Ended

September 30,
2008 2007
Net cash provided by Operating aCtiVities .........ccceerreriririririssscee et $ 24970 $ 16,240
Net cash used in INVESEING ACHIVITIES .......c.eiviiiiiiiiee e (36,512) (44,837)
Net cash provided by finanCing ACtIVILIES ..........ccoiiriiiiiiicr e 11,966 28,780
Effect of exchange rates Changes 0N Cash .........coiiiiiiiii (11) 295
Increase in cash and Cash EQUIVAIENTS ...........uiiiiiiiie e e 413 478
Cash and cash equivalents at beginning of PEriod ... 1,540 1,414
Cash and cash equivalents at end of PEFIOU ........c.ccvcieiiiiii i $ 1953 $ 1,892




GEOMET, INC.

RECONCILIATION OF EBITDA AND ADJUSTED EBITDA TO NET INCOME

(In thousands)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2008 2007 2008 2007

Net income $ 17,481 $ 1,588 $ 12,163 $ 3,561
Add: Interest expense, net of interest income and amounts

capitalized 1,102 1,441 3,502 3,551
Add: Other (income) expense (18) 27 (47) 51
Add: Income taxes 10,604 467 8,135 1,958
Add: Depreciation, depletion and amortization 2.524 2.347 7.472 6,688
EBITDA 31,693 5,870 31,225 15,809
Deduct: Unrealized (gains) losses on derivative contracts (21,565) (464) (820) 2,249
Add: Stock based compensation 102 94 486 258
Add: Accretion expense 90 54 257 157
Adjusted EBITDA $ 10,320 $ 5554 $ 31,148 $ 18,473

The table above reconciles net income to EBITDA and Adjusted EBITDA. EBITDA is defined as net income before net
interest expense, other non-operating income or losses, income taxes, and depreciation, depletion and amortization. Adjusted
EBITDA is defined as EBITDA before unrealized (gains) losses on derivative contracts, stock-based compensation and
accretion expense. Although EBITDA and Adjusted EBITDA are not measures of performance calculated in accordance with
GAAP, management believes that it is useful to GeoMet and to an investor in evaluating our company because it is a widely

used measure to evaluate a company’s operating performance.



GEOMET, INC.
RECONCILIATION OF ADJUSTED NET INCOME TO NET INCOME

(In thousands)

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Net Income $ 17,481 $ 1,588 $ 12,163 $ 3,561
Add: Unrealized (gains) losses on derivative contracts, net
of tax (13,422) (358) (492) 1,456
Adjusted net income $ 4,059 $ 1,230 $ 11,671 $ 5,017

The table above reconciles net income to adjusted net income. Adjusted net income is calculated by eliminating the
unrealized gains or losses on derivative contracts (net of tax) from net income to arrive at adjusted net income. The net of tax
amounts are determined by calculating the tax provision for GAAP net income, which includes unrealized (gains) losses on
derivative contracts, and comparing the results to the tax provision for adjusted net income, which excludes the adjusting
items. The difference in the tax provision calculations represents the tax impact of unrealized (gains) losses on derivative
contracts, net of tax. The calculation is performed at the end of each quarter and, as a result, the tax rates for each discrete
period are different. Although adjusted net income is a non-GAAP measure, we believe it is useful information for investors
because the unrealized gain or loss relates to derivative instruments that hedge our production in future months. The gain or
loss that is associated with derivative instruments that hedge current production is recognized in net income and is not
eliminated in determining adjusted net income. The adjustment better matches derivative gains and losses with the period
when the underlying hedged production occurs.



GEOMET, INC.
OPERATING STATISTICS

Three Months Ended

Nine Months Ended

September 30, September 30,
2008 2007 2008 2007
Net sales VOIUMES (MMCT) ..o s 1,821 1,804 5,548 5,271
Per Mcf data ($/Mcf):
Average natural gas SAlES PriCE ........cccciveerieieeeiiee e $ 1026 $ 626 $ 991 $ 6.94
Differential to NYMEX (1) ..covciiiiiiiieeiieceeeeeeeee ettt $ 004 $ 010 $ 020 $ 0.2
Average natural gas sales price realized (2) .....coovoveeveeveeeeieeecceeeeeeee e $ 949 $ 695 $ 954 $ 742
Adjusted lease operating eXPENSE (3) .....cvoveeeveereieeieieeieeee et $ 183 $ 178 $ 184 $ 1.78
COMPIESSION EXPENSES.....cuvevevireretereeetereeteteseseetese et steseestesessstetesessesessssesessssesessesans $ 045 $ 035 $ 040 $ 038
TranSPOrtatioN EXPENSE. ......cecviveeierereeeeteteeeetere e etere s e e e st st es st se s stetesstese s sseseneas $ 017 $ 030 $ 017 $ 0.39
PrOQUCLION TAXES ..v.vveveviriririisisiststeteie e ettt et e $ 033 $ 014 $ 030 $ 0.16
Total ProdUCtiON EXPENSES .......c.cvivereeeetereieeteteee sttt ee ettt se et re e aereneaas $ 278 $ 257 ¢ 271 $ 271
Depreciation, depletion and amortization..............cccccceveeieriieincsceceeceeeeens $ 139 $ 130 $ 135 $ 127
POND CREEK FIELD
Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Net sales VOIUMES (MMCT) ...vviiieec s 1,252 1,150 3,698 3,326
Per Mcf data ($/Mcf):
Lease OPErating EXPENSE ........ceivererreieresieeetesteseetesrereerestetesbesae e sre e etesteseeresbeaereses $ 146 $ 156 $ 153 $ 165
COMPIESSION EXPENSE ....e.vevvevirerietisteretestetete st ete e se b ssebe b et resbe s resbe s atesaeseans $ 041 $ 033 $ 037 $ 0.38
TranSPOrtation EXPENSE......ceivieierreriireireestesseesressese et e e resbe e sbe b e e sbessesesresenesrens $ 024 $ 047 $ 025 $ 0.62
PrOAUCTION TAXES ...vvvvveieriieeirc ettt ettt se s ne e senrene s $ 019 $ 001 $ 015 $ 0.01
Total Production EXPENSES........ccciveiieieesese e $ 230 $ 237 $ 230 $ 266
GURNEE FIELD
Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Net sales VOIUMES (IMMCT) ..o 558 560 1,667 1,648
Per Mcf data ($/Mcf):
Adjusted lease operating eXPENSE (3) .....oeveeeerrererererererissieieieieereererereseseseseseseseeeeeas $ 255 $ 252 $ 269 $ 237
COMPIESSION EXPENSE ....vverererereseereeetatassessesesesesesessssssssesssssssesesessssssssssssssesesesesesesens $ 055 $ 047 $ 053 $ 045
PrOTUCLION TAXES .....cveveeevecteeete ettt et sttt te st te st seebe st eresbesaesesbeseeresreseeneas $ 064 $ 037 $ 060 $ 041
Total ProdUCTION EXPENSES.......cviveereriereeerireresieteteteeeesreree e e e e e eetere s e seseeeens $ 374 $ 336 $ 382 $ 323

(1) The difference between the average natural gas price for the period, before the impact of hedging, and the final average
settlement price for natural gas contracts on the New York Mercantile Exchange (“NYMEX?”) for each month during

the applicable period weighted by gas sales volumes
(2) Average realized price includes the effects of realized gains on derivative contracts.

(3) Saltwater disposal fees are recorded as operating fees and other on the Statement of Operations. Lease operating

expense per Mcf has been adjusted for saltwater disposal fees because the fees are not reflected in the net gas sales

volumes. See Reconciliation of Adjusted Lease Operating Expense on the next page.



GEOMET, INC.
RECONCILIATION OF ADJUSTED LEASE OPERATING EXPENSE

(In thousands)

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Lease OPErating EXPENSE ...vuererrerrrererereeeererereseseseesesessssssssessseseseesessssssssssssssssssens $ 3475 $ 3560 $ 10,867 $ 10,353
Deduct: Saltwater diSpoSal TEES .........coiiriiiirire e 146 341 647 957
Adjusted lease Operating EXPENSE .......vuvierieirerieiserieesteiereseeessessesesesseessessenes $ 3329 $ 3219 $ 10,220 $ 9,396

The table above reconciles lease operating expense to adjusted lease operating expense. Adjusted lease operating expense is
calculated by eliminating the saltwater disposal fees from lease operating expense to arrive at adjusted lease operating
expense. Although adjusted lease operating expense is a non-GAAP measure, we believe it is useful information for investors
because saltwater disposal fees are recorded as operating fees and other on the Statement of Operations. Lease operating costs
per Mcf are adjusted for saltwater disposal fees because the fees are not reflected in the net gas sales price. The adjustment
better matches lease operating expense with the natural gas sales revenues it is associated with.



GEOMET, INC.
CONSOLIDATED HEDGE POSITIONS

At September 30, 2008, the Company had the following natural gas collar positions:

Volume Sold Bought Sold

Period (MMBtu) Ceiling Floor Floor
L@ Tox 10] o] g0 SRS 248,000 $ 1050 $ 7.00 $ 5.00
November 2008 through March 2009...........cccccevveiiiiiiiice e, 906,000 $ 1100 $ 850 $ 6.25
November 2008 through March 2009...........cccccevveiiiiriiiiice e, 906,000 $ 1100 $ 884 $ 6.00
April through OCtober 200............coiiviieieeieccee e, 1,284,000 $ 1000 $ 750 $ 525
April through OCtobEr 200............coiiiieeieeieccce e, 1,284,000 $ 1000 $ 850 $ 6.50
November 2009 through March 2010..........cccoceierieeeiieeecee e, 906,000 $ 1120 $ 950 $ 7.00

At September 30, 2008, the Company had the following natural gas swap positions:

Volume

Period (MMBtu) Price
(@01 (0] 1T A0 < PR 124,000 $ 8.00

At September 30, 2008, the Company had the following interest rate swap positions:

Designated

Description Effective date maturity date Fixed rate Notional amount
Floating-to-fixed SWap .......c.ccccevevieienene e 12/14/2007 12/14/2010 3.863%(1) $ 15,000,000
Floating-to-fixed SWap........c..cccevvvvevieeiieieesceee e 1/3/2008 1/4/2010 3.950%(1) $ 10,000,000
Floating-to-fixed SWap........c.cccccevvieriiviceieeeceee e 3/25/2008 3/25/2010 2.380%(1) $ 10,000,000
Floating-to-fixed SWap........c.cccceeveeriiviceceeee e 5/13/2008 5/13/2010 3.069%(1) $ 5,000,000

(1) The floating rate paid by the counterparty is the British Bankers’ Association LIBOR rate.



