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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2009

or

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM                TO               

COMMISSION FILE NUMBER 1-3551

EQT CORPORATION
(Exact name of registrant as specified in its charter)

PENNSYLVANIA 25-0464690
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

625 Liberty Avenue, Suite 1700, Pittsburgh, Pennsylvania 15222
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(Address of principal executive offices) (Zip code)

(412) 553-5700

(Registrant�s telephone number, including area code:)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the

registrant was required to submit and post such files).    Yes  ý   No  o

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

Large Accelerated Filer ý Accelerated Filer                   o

Non-Accelerated Filer  o Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).        Yes  o  No ý

As of September 30, 2009, 130,919,247 shares of common stock, no par value, of the registrant were outstanding.
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PART I.  FINANCIAL INFORMATION

Item 1.  Financial Statements

EQT CORPORATION AND SUBSIDIARIES

Statements of Consolidated Income (Unaudited)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 2009 2008
(Thousands, except per share amounts)

Operating revenues $ 218,357 $ 297,827 $ 925,800 $ 1,167,610

Operating expenses:
Purchased gas costs 13,573 82,114 257,171 471,644
Operation and maintenance 34,561 30,333 101,042 84,537
Production 16,153 23,076 46,033 59,965
Exploration 4,526 3,508 12,252 4,901
Selling, general and administrative 59,906 (38,199) 125,237 66,196
Depreciation, depletion and amortization 49,706 34,269 140,483 97,085
Total operating expenses 178,425 135,101 682,218 784,328

Operating income 39,932 162,726 243,582 383,282

Other income 511 611 1,799 5,709

Equity in earnings of nonconsolidated investments 1,950 1,557 4,682 4,548

Interest expense 32,393 13,012 78,096 40,992

Income before income taxes 10,000 151,882 171,967 352,547
Income taxes 7,091 55,684 70,420 130,438
Net income $ 2,909 $ 96,198 $ 101,547 $ 222,109

Earnings per share of common stock:
Basic:
Weighted average common shares outstanding 130,850 130,540 130,806 126,223
Net income $ 0.02 $ 0.74 $ 0.78 $ 1.76
Diluted:
Weighted average common shares outstanding 131,505 131,558 131,450 127,288
Net income $ 0.02 $ 0.73 $ 0.77 $ 1.74
Dividends declared per common share $ 0.22 $ 0.22 $ 0.66 $ 0.66

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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EQT CORPORATION AND SUBSIDIARIES

Statements of Condensed Consolidated Cash Flows (Unaudited)

Nine Months Ended
September 30,

2009 2008
(Thousands)

Cash flows from operating activities:
Net income $ 101,547 $ 222,109
Adjustments to reconcile net income to cash provided by operating activities:
Provision for losses on accounts receivable (2,110) 8,591
Depreciation, depletion, and amortization 140,483 97,085
Other income (1,799) (5,709)
Equity in earnings of nonconsolidated investments (4,682) (4,548)
Deferred income taxes 94,799 195,381
Restricted stock and stock option expenses 5,208 4,152
Excess tax benefits from share-based payment arrangements (400) (1,129)
Decrease (increase) in inventory 60,484 (57,450)
Decrease in accounts receivable and unbilled revenues 176,121 66,551
Decrease (increase) in margin deposits 7,442 (24,742)
Decrease in accounts payable (213,206) (10,565)
Change in derivative instruments at fair value, net 51,658 (56,958)
Changes in other assets and liabilities 137,040 (105,897)
Net cash provided by operating activities 552,585 326,871

Cash flows from investing activities:
Capital expenditures (636,066) (959,962)
Capital contributions to Nora Gathering, LLC (6,400) (22,800)
Investment in available-for-sale securities (3,000) (3,000)
Net cash used in investing activities (645,466) (985,762)

Cash flows from financing activities:
Dividends paid (86,517) (82,589)
Proceeds from issuance of common stock � 560,739
Proceeds from issuance of long-term debt 700,000 500,000
Debt issuance costs (6,874) (6,645)
Repayments and retirements of long term debt (2,000) �
Decrease short-term loans (319,917) (356,333)
Decrease note payable to Nora Gathering, LLC � (29,329)
Proceeds from exercises under employee compensation plans 293 842
Excess tax benefits from share-based payment arrangements 400 1,129
Net cash provided by financing activities 285,385 587,814

Net increase (decrease) in cash and cash equivalents 192,504 (71,077)
Cash and cash equivalents at beginning of period � 81,711
Cash and cash equivalents at end of period $ 192,504 $ 10,634

Cash paid during the period for:
Interest, net of amount capitalized $ 50,668 $ 25,616
Income taxes, net of refunds $ (103,229) $ 6,855

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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EQT CORPORATION AND SUBSIDIARIES

Condensed Consolidated Balance Sheets (Unaudited)

September 30,
2009

December 31,
2008

(Thousands)
ASSETS

Current assets:
Cash and cash equivalents $   192,504 $               -
Accounts receivable (less accumulated provision for doubtful accounts: September 30, 2009,
$ 16,270; December 31, 2008, $26,636) 76,452 209,008
Unbilled revenues 8,475 49,930
Margin deposits with financial institutions - 4,434
Inventory 195,654 288,182
Derivative instruments, at fair value 162,901 192,191
Prepaid expenses and other 94,170 183,437
Total current assets 730,156 927,182

Equity in nonconsolidated investments 180,083 169,241

Property, plant and equipment 6,160,969 5,503,921
Less: accumulated depreciation and depletion 1,527,121 1,406,402
Net property, plant and equipment 4,633,848 4,097,519

Investments, available-for-sale 34,798 25,880
Regulatory assets 79,723 83,525
Other assets 31,025 26,315
Total assets $ 5,689,633 $ 5,329,662

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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EQT CORPORATION AND SUBSIDIARIES

Condensed Consolidated Balance Sheets (Unaudited)

September 30,
2009

December 31,
2008

(Thousands)
LIABILITIES AND STOCKHOLDERS� EQUITY

Current liabilities:
Current portion of long-term debt $        2,300 $        4,300
Short-term loans - 319,917
Accounts payable 143,526 356,732
Margin deposits from financial institutions 3,008 -
Derivative instruments, at fair value 135,737 175,889
Other current liabilities 210,004 185,770
Total current liabilities 494,575 1,042,608

Long-term debt 1,949,200 1,249,200
Deferred income taxes and investment tax credits 901,553 781,520
Unrecognized tax benefits 64,470 47,553
Pension and other post-retirement benefits 57,137 69,409
Other credits 110,666 89,279
Total liabilities 3,577,601 3,279,569

Common stockholders� equity:
Common stock, no par value, authorized 320,000 shares; shares issued: September 30, 2009
and December 31, 2008, 157,630 950,827 948,497
Treasury stock, shares at cost: September 30, 2009, 26,711; December 31, 2008, 26,764 (net
of shares at cost held in trust for deferred compensation of 160, $2,720 and 163, $2,784) (482,315) (483,464)
Retained earnings 1,668,826 1,653,797
Accumulated other comprehensive loss (25,306) (68,737)
Total common stockholders� equity 2,112,032 2,050,093
Total liabilities and stockholders� equity $ 5,689,633 $ 5,329,662

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

6

Edgar Filing: EQT Corp - Form 10-Q

8



Table of Contents

EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

A. Financial Statements

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with United States generally
accepted accounting principles for interim financial information and with the requirements of Form 10-Q and Article 10 of Regulation S-X. 
Accordingly, they do not include all of the information and footnotes required by United States generally accepted accounting principles for
complete financial statements. In this Form 10-Q, references to �we,� �us,� �our,� �EQT,� �EQT Corporation,� and the �Company� refer collectively to EQT
Corporation and its consolidated subsidiaries.  In the opinion of management, these statements include all adjustments (consisting of only
normal recurring accruals, unless otherwise disclosed in this Form 10-Q) necessary for a fair presentation of the financial position of EQT
Corporation and its subsidiaries as of September 30, 2009, and the results of its operations and cash flows for the three and nine month periods
ended September 30, 2009 and 2008.  Certain previously reported amounts have been reclassified to conform to the current year presentation.

The balance sheet at December 31, 2008 has been derived from the audited financial statements at that date, but does not include all of the
information and footnotes required by United States generally accepted accounting principles for complete financial statements.

Due to the seasonal nature of the Company�s natural gas distribution and storage businesses and the volatility of commodity prices, the interim
statements for the three and nine month periods ended September 30, 2009 are not necessarily indicative of the results that may be expected for
the year ending December 31, 2009.

For further information, refer to the consolidated financial statements and footnotes thereto included in EQT Corporation�s Annual Report on
Form 10-K for the year ended December 31, 2008, as well as �Management�s Discussion and Analysis of Financial Condition and Results of
Operations� on page 20 of this document.

B. Segment Information

Operating segments are revenue-producing components of the enterprise for which separate financial information is produced internally and are
subject to evaluation by the Company�s chief operating decision maker in deciding how to allocate resources.

The Company reports its operations in three segments, which reflect its lines of business.  The EQT Production segment includes the Company�s
exploration for, and development and production of, natural gas, and a limited amount of crude oil, in the Appalachian Basin.  EQT Midstream�s
operations include the natural gas gathering, processing, transportation and storage activities of the Company as well as sales of natural gas
liquids (NGLs).  Distribution�s operations are primarily comprised of the state-regulated natural gas distribution activities of the Company.
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Operating segments are evaluated on their contribution to the Company�s consolidated results based on operating income, equity in earnings of
nonconsolidated investments and other income.  Interest expense and income taxes are managed on a consolidated basis. Headquarters� costs are
billed to the operating segments based upon a fixed allocation of the headquarters� annual operating budget. Actual headquarters� expenses in
excess of budget, which are primarily related to incentive compensation and administrative costs, are not allocated to the operating segments.
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EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

Substantially all of the Company�s operating revenues, income from operations and assets are generated or located in the United States.

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 2009 2008
Revenues from external customers:
EQT Production $ 91,922 $ 122,083 $ 279,570 $ 352,109
EQT Midstream 124,065 186,114 366,939 561,216
Distribution 54,599 88,789 425,865 459,482
Less: intersegment revenues (a) (52,229) (99,159) (146,574) (205,197)
Total $ 218,357 $ 297,827 $ 925,800 $ 1,167,610
Operating income:
EQT Production $ 31,522 $ 67,296 $ 109,587 $ 201,805
EQT Midstream 37,878 29,772 119,660 114,254
Distribution 3,230 (1,772) 56,435 38,207
Unallocated (expense) income (b) (32,698) 67,430 (42,100) 29,016
Total $ 39,932 $ 162,726 $ 243,582 $ 383,282

Reconciliation of operating income to net income:

Other income:
EQT Midstream $ 342 $ 460 $ 1,247 $ 5,307
Distribution 169 151 552 402
 Total $ 511 $ 611 $ 1,799 $ 5,709

Equity in earnings of nonconsolidated investments:
EQT Production $ 3 $ 129 $ 50 $ 373
EQT Midstream 1,946 1,363 4,608 3,989
Unallocated 1 65 24 186
 Total $ 1,950 $ 1,557 $ 4,682 $ 4,548

Interest expense 32,393 13,012 78,096 40,992
Income taxes 7,091 55,684 70,420 130,438
Net income $ 2,909 $ 96,198 $ 101,547 $ 222,109

September 30, December 31,
2009 2008

(Thousands)
Segment Assets:
EQT Production $  2,656,014 $  2,338,695
EQT Midstream 1,932,602 1,897,872
Distribution 812,677 951,179
Total operating segments 5,401,293 5,187,746
Headquarters assets, including cash and short-term investments 288,340 141,916
Total assets $  5,689,633 $  5,329,662

8

Edgar Filing: EQT Corp - Form 10-Q

EQT Corporation and Subsidiaries 11



Table of Contents

EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 2009 2008

(Thousands)
Depreciation, depletion and amortization:
EQT Production $ 29,856 $ 20,015 $ 83,724 $ 56,757
EQT Midstream 13,477 8,607 38,502 23,668
Distribution 5,525 5,207 16,449 15,415
Other 848 440 1,808 1,245
Total $ 49,706 $ 34,269 $ 140,483 $ 97,085

Expenditures for segment assets:
EQT Production $ 144,497 $ 250,058 $ 446,813 $ 492,934
EQT Midstream 39,817 184,854 155,334 432,518
Distribution 9,844 12,179 25,337 32,162
Other 2,560 1,735 8,582 2,348
Total $ 196,718 $ 448,826 $ 636,066 $ 959,962

(a) Intersegment revenues primarily represent natural gas sales from EQT Production to EQT Midstream and transportation activities
between EQT Midstream and Distribution.

(b) Unallocated (expense) income primarily consists of incentive compensation and administrative costs in excess of budget that are not
allocated to the operating segments.

C.        Derivative Instruments

Natural Gas Hedging Instruments

The Company�s primary market risk exposure is the volatility of future prices for natural gas and natural gas liquids, which can affect the
operating results of the Company primarily through the EQT Production and EQT Midstream segments.  The Company�s overall objective in its
commodity hedging program is to ensure an adequate level of return for the well development and infrastructure investments at these segments.

The Company uses non-leveraged derivative commodity instruments that are placed with major financial institutions whose creditworthiness is
continually monitored to reduce the effect of this volatility.  Futures contracts obligate the Company to buy or sell a designated commodity at a
future date for a specified price and quantity at a specified location.  Swap agreements involve payments to or receipts from counterparties based
on the differential between a fixed and variable price for the commodity.  Collar agreements require the counterparty to pay the Company if the
index price falls below the floor price and the Company to pay the counterparty if the index price rises above the cap price.  Put option contracts
provide protection from dropping prices and require the counterparty to pay the Company if the index price falls below the contract price.  The
Company also engages in a limited number of basis swaps to protect earnings from undue exposure to the risk of geographic disparities in
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commodity prices and interest rate swaps to hedge exposure to interest rate fluctuations on short or long-term debt.

The Company recognizes all derivative instruments as either assets or liabilities at fair value.   The accounting for the changes in fair
value of the Company�s derivative instruments depends on the use of the derivative instruments.  At contract inception,
the Company designates its derivative instruments as hedging or trading activities. To the extent that a derivative
instrument has been designated and qualifies as a cash flow hedge, the effective portion of the change in fair value of
the derivative instrument is reported as a component of accumulated other comprehensive loss, net of tax, and is
subsequently reclassified into earnings, in the same caption associated with the forecasted transaction, in the same
period or periods during which the hedged forecasted transaction affects earnings.  For derivative instruments that
have not been designated as cash flow hedges, the change in fair value for the instrument is recognized in the
Statements of Consolidated Income as operating revenues each period.

Exchange-traded instruments are generally settled with offsetting positions.  Over the counter (OTC) arrangements require settlement in cash. 
Settlements of derivative commodity instruments are reported as a component of cash flows from operations in the accompanying Statements of
Condensed Consolidated Cash Flows.

The various derivative commodity instruments used by the Company to hedge its exposure to variability in expected future cash flows associated
with the fluctuations in the price of natural gas related to the Company�s forecasted sale

9
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EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

of equity production and forecasted natural gas purchases and sales have been designated and qualify as cash flow hedges.

The Company assesses the effectiveness of hedging relationships, the degree that the gain (loss) for the hedging instrument offsets the loss (gain)
on the hedged item, both at the inception of the hedge and on an on-going basis.  If the gain (loss) for the hedging instrument is greater than the
loss (gain) on the hedged item, the ineffective portion of the cash flow hedge is immediately recognized in operating revenues in the Statements
of Consolidated Income.

The Company also enters into a limited amount of energy trading contracts to leverage its assets and limit its exposure to shifts in market prices
and has a limited amount of other derivative instruments not designated as hedges.

During 2008, the Company effectively settled certain derivative commodity hedges scheduled to mature during the period 2010 through 2013 by
de-designating the hedges and entering into directly counteractive economic hedges.  As of the date of de-designation of these hedges, the
Company had recorded a loss, net of tax, in accumulated other comprehensive loss of approximately $11.4 million which will be recognized as
part of the realized sales price in the Statements of Consolidated Income when the underlying physical transactions occur.  The fair value of the
offsetting positions not designated as hedges as of September 30, 2009 was a $49.7 million derivative liability and a $30.7 million derivative
asset.  During the first quarter of 2009, the Company terminated certain collar agreements scheduled to mature during the period 2010 through
2012.  As of the date of termination of these hedges the Company had recorded a gain, net of tax, in accumulated other comprehensive income
of approximately $5.1 million which will be recognized as part of the realized sales price in the Statements of Consolidated Income when the
underlying physical transactions occur.

The current hedge position extends through 2015 and provides price protection for approximately 60% of expected natural gas production sales
volumes in 2009 and greater than 40% of expected natural gas production sales volumes through 2011.  See �Commodity Risk Management� in
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� of this Form 10-Q for further details of the Company�s
hedged position.

All derivatives recognized in the balance sheet and used in cash flow hedging relationships are commodity contracts.  All gains (losses)
recognized in income or reclassified from accumulated other comprehensive income (OCI) into income are reported in operating revenues.  All
derivative instrument assets and liabilities are reported in the balance sheet as derivative instruments, at fair value.

Three Months Ended
September 30,

Nine months ended
September 30,

2009 2008 2009 2008

(Thousands)
Derivatives designated as hedging instruments
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Amount of gain (loss) recognized in OCI (effective
portion), net of tax $ 4,392 $ 467,117 $ 146,402 $ (2,644)
Amount of gain (loss) reclassified from accumulated
OCI into income (effective portion), net of tax (a) 26,769 (59,734) 107,725 (151,728)
Amount of gain (loss) recognized in income
(ineffective portion) (b) 2,262 358 (3,076) 1,032

Derivatives not designated as hedging instruments:
Amount of gain (loss) recognized in income $ � $ (478) $ (27) $ (200)

September 30, 2009 December 31, 2008
(Thousands)

Asset derivatives
Derivatives designated as hedging instruments $ 127,116 $ 188,247
Derivatives not designated as hedging instruments 35,785 3,944
Total asset derivatives $ 162,901 $ 192,191
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EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

September 30, 2009 December 31, 2008
Liability derivatives (Thousands)
Derivatives designated as hedging instruments $ 79,777 $ 154,605
Derivatives not designated as hedging instruments 55,960 21,284
Total liability derivatives $ 135,737 $ 175,889
(a) Includes $0.3 million and $9.1 million for the three and nine month periods ended September 30, 2009, respectively, of unrealized hedge
gains reclassified into earnings to offset lower of cost or market adjustments on hedged items.  Includes $47.2 million for the three and nine
month periods ended September 30, 2008 of unrealized hedge gains reclassified into earnings to offset lower of cost or market adjustments on
hedged items.  The Company also had an immaterial amount of OCI reclassified to interest expense related to an interest rate swap on long-term
debt.

(b) No amounts have been excluded from effectiveness testing.

The net fair value of derivative instruments changed during the first nine months of 2009 primarily as a result of the settlement of hedged
transactions and a decrease in natural gas prices.  The absolute quantities of the Company�s derivative commodity instruments that have been
designated and qualify as cash flow hedges totaled 191 Bcf and 243 Bcf as of September 30, 2009 and December 31, 2008, respectively, and are
primarily related to natural gas swaps and collars.

The Company deferred net gains (losses) of $9.8 million and ($28.8) million in accumulated other comprehensive income (loss), net of tax, as of
September 30, 2009 and December 31, 2008, respectively, associated with the effective portion of the change in fair value of its derivative
instruments designated as cash flow hedges.  Assuming no change in price or new transactions, the Company estimates that approximately $15.2
million of net unrealized gains on its derivative commodity instruments reflected in accumulated other comprehensive income, net of tax, as of
September 30, 2009 will be recognized in earnings during the next twelve months due to the settlement of hedged transactions.  This recognition
occurs through an increase in the Company�s net operating revenues resulting in the average hedged price becoming the realized sales price.

The Company is exposed to credit loss in the event of nonperformance by counterparties to derivative contracts.  This credit exposure is limited
to derivative contracts with a positive fair value.  The Company believes that NYMEX-traded futures contracts have minimal credit risk because
Commodity Futures Trading Commission regulations are in place to protect exchange participants, including the Company, from potential
financial instability of the exchange members.  The Company monitors counterparty credit quality by reviewing counterparty credit spreads,
credit ratings, credit default swap rates and market activity.

The Company utilizes various processes to monitor and evaluate its credit risk exposures.  This includes closely monitoring current market
conditions, counterparty credit spreads and credit default swap rates.  Credit exposure is controlled through credit approvals and limits.  To
manage the level of credit risk, the Company deals with financial counterparties that are of investment grade or better, enters into netting
agreements whenever possible, and may obtain collateral or other security.

When the net fair value of any of the Company�s swap agreements represents a liability to the Company which is in excess of the agreed-upon
threshold between the Company and the financial institution acting as counterparty, the counterparty requires the Company to remit funds to the
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counterparty as a margin deposit for the derivative liability which is in excess of the threshold amount. The Company records these deposits as a
receivable in the consolidated balance sheet.  When the net fair value of any of the Company�s swap agreements represents an asset to the
Company which is in excess of the agreed-upon threshold between the Company and the financial institution acting as counterparty, the
Company requires the counterparty to remit funds as margin deposits in an amount equal to the portion of the derivative asset which is in excess
of the threshold amount.  The Company records a current liability for such amounts received.   The Company had no such deposits in its
Condensed Consolidated Balance Sheets as of September 30, 2009 and December 31, 2008.

When the Company enters into exchange-traded natural gas contracts, exchanges may require the Company to remit funds to the corresponding
broker as good-faith deposits to guard against the risks associated with changing market conditions.  Participants must make such deposits based
on an established initial margin requirement as well as the net liability position, if any, of the fair value of the associated contracts.  In the case
where the fair value of such contracts is in a net asset position, the broker may remit funds to the Company, in which case the Company records
a current liability for such amounts received.  The initial margin requirements are established by the exchanges based on prices, volatility and the
time to expiration of the related contract and are subject to change at the exchanges�

11

Edgar Filing: EQT Corp - Form 10-Q

EQT Corporation and Subsidiaries 17



Table of Contents

EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

discretion.  The Company recorded a current liability of $3.0 million as of September 30, 2009 and a current asset of $4.4 million at December
31, 2008 for such deposits with brokers in its Condensed Consolidated Balance Sheets as of September 30, 2009 and December 31, 2008,
respectively.

Certain of the Company�s derivative instrument contracts provide that if the Company�s credit ratings are lowered below investment grade,
additional collateral must be deposited with the counterparty.  This additional collateral can be up to 100% of the derivative liability.  As of
September 30, 2009, the aggregate fair value of all derivative instruments with credit-risk-related contingent features that were in a net liability
position was $61.8 million, for which the Company had no collateral posted on September 30, 2009.  If the Company�s credit rating had been
downgraded below investment grade on September 30, 2009, the Company would have been required to post additional collateral of $29.2
million in respect of the liability position.  Investment grade refers to the quality of the Company�s credit as assessed by one or more credit rating
agencies.  In order to be considered investment grade, the Company must be rated BBB- or higher by S&P and Fitch and Baa3 or higher by
Moody�s.  Anything below these ratings is considered non-investment grade.

D.        Investments, Available-For-Sale

As of September 30, 2009, the investments classified by the Company as available-for-sale consist of $34.8 million of equity and bond funds
intended to fund plugging and abandonment and other liabilities for which the Company self-insures.  Unrealized gains or losses with respect to
temporarily impaired investments classified as available-for-sale are recognized within the Condensed Consolidated Balance Sheets as a
component of equity, accumulated other comprehensive loss.  The Company evaluates these investments quarterly and if the Company
subsequently determines that a loss is other-than-temporary, any unrealized losses stemming from such impaired investments will be recognized
in earnings.

September 30, 2009

Adjusted
Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses
Fair

Value
(Thousands)

Equity funds $ 21,942 $ 4,747 $ � $ 26,689
Bond funds 7,468 641 � 8,109
Total investments $ 29,410 $ 5,388 $ � $ 34,798

December 31, 2008

Adjusted
Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses
Fair

Value
(Thousands)

Equity funds $ 20,219 $ � $ � $ 20,219
Bond funds 5,661 � � 5,661
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Total investments $ 25,880 $ � $ � $ 25,880

During the nine month periods ended September 30, 2009 and 2008, the Company purchased additional securities with a cost basis totaling $3.0
million and $3.0 million.

E.         Fair Value Measurements

The Company has an established process for determining fair value for its financial instruments, principally derivative commodity instruments
and available-for-sale investments.  Fair value is based on quoted market prices, where available.  If quoted market prices are not available, fair
value is based upon models that use as inputs market-based parameters, including but not limited to forward curves, discount rates, broker
quotes, volatilities, and nonperformance risk.  Nonperformance risk considers the effect of the Company�s credit standing on the fair value of
liabilities and the effect of the counterparty�s credit standing on the fair value of assets. The Company estimates nonperformance risk by
analyzing publicly available market information, including a comparison of the yield on debt instruments with credit ratings similar to the
Company�s or counterparty�s credit rating and the yield of a risk free instrument and credit default swaps rates where applicable.

12
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The Company has categorized its financial instruments into a three-level fair value hierarchy, based on the priority of the inputs to the valuation
technique.  The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets and liabilities (Level 1) and
the lowest priority to unobservable inputs (Level 3).  Financial instruments included in Level 1 include the Company�s futures contracts and
available-for-sale investments, while instruments included in Level 2 include the majority of the Company�s swap agreements, and instruments
included in Level 3 include the Company�s collar and option agreements and a portion of the Company�s swap agreements.  Since the adoption of
fair value accounting, the Company has not made any changes to its classification of financial instruments in any category.

The fair value of financial instruments included in Level 2 is based on industry models that use significant observable inputs, including NYMEX
forward curves and LIBOR-based discount rates.  Swaps included in Level 3 are valued using internal models; these internal models are
validated each period with non-binding broker price quotes.  The Company has not experienced significant differences between internally
calculated values and broker price quotes.  Collars and options included in Level 3 are valued using internal models calculated with market
derived volatilities. The Company uses NYMEX forward curves to value futures, NYMEX swaps, collars and options.  The NYMEX forward
curves are validated to external sources at least monthly.

The following assets and liabilities were measured at fair value on a recurring basis during the period:

   Fair value measurements at reporting date using

Description
September 30,

2009

Quoted
prices in

active
markets for

identical
assets

(Level 1)

Significant
other

observable
inputs

(Level 2)

Significant
unobservable

inputs
(Level 3)

(Thousands)
Assets
Investments, available-for-sale   $ 34,798   $ 34,798   $ �   $ �       
Derivative instruments, at fair value 162,901 16,273 59,855 86,773
Total assets   $ 197,699   $ 51,071   $ 59,855   $ 86,773

Liabilities
Derivative instruments, at fair value   $ (135,737)   $ (7,480)   $ (126,938)   $ (1,319)
Total liabilities   $ (135,737)   $ (7,480)   $ (126,938)   $ (1,319)

13

Edgar Filing: EQT Corp - Form 10-Q

EQT Corporation and Subsidiaries 20



Table of Contents

EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

Fair value measurements using
significant unobservable inputs

(Level 3)

Derivative instruments, at fair
value, net

(Thousands)
Balance at January 1, 2009 $ 87,605
Total gains or losses:
Included in earnings 86
Included in other comprehensive income 43,993
Purchases, issuances, and settlements (46,230)
Transfers in and/or out of Level 3 �
Balance at September 30, 2009 $ 85,454

The amount of total gains or losses for the period included in earnings
attributable to the change in unrealized gains or losses relating to assets
and liabilities still held as of September 30, 2009 21

Gains and losses related to derivative commodity instruments included in earnings for the period are reported in �operating revenues� in the
Statements of Consolidated Income.  Any gains or losses related to available-for-sale securities are included in other income.

F.             Comprehensive (Loss) Income

Total comprehensive (loss) income, net of tax, was as follows:

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 2009 2008
(Thousands)

Net income   $ 2,909    $ 96,198   $ 101,547   $ 222,109
Other comprehensive (loss) income:
Net change in cash flow hedges (22,348) 479,727 38,765 94,195
Unrealized gain (loss) on investments,
available-for-sale 2,651 (2,413) 3,502 (5,007)
Pension and other post-retirement benefit plans:
Prior service cost (86) (70) (258) (212)
Net loss 371 395 1,113 1,184
Settlement loss 103 76 309 228
Total comprehensive (loss) income   $ (16,400)    $ 573,913   $ 144,978   $ 312,497
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The components of accumulated other comprehensive loss, net of tax, are as follows:

September 30, December 31,
2009 2008

(Thousands)
 Net unrealized gain (loss) from hedging transactions   $ 9,546   $ (29,219)
 Unrealized gain on available-for-sale securities 3,502 �
 Pension and other post-retirement benefits adjustment (38,354) (39,518)
Accumulated other comprehensive loss   $ (25,306)   $ (68,737)
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G.        Share-Based Compensation

Share-based compensation expense (income) recorded by the Company was as follows:

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 2009 2008
(Thousands)

2005 Executive Performance Incentive Program $ � $(84,231) $ � $ (41,684)
2008 Executive Performance Incentive Program 211 248 559 248
2009 Shareholder Value Plan 24,299 � 30,614 �
2007 Supply Long-Term Incentive Program 1,367 (520) 4,166 391
Restricted stock awards 872 1,771 2,858 3,630
Non-qualified stock options 783 522 2,350 522
Non-employee directors� share-based awards 670 (3,101) 366 (821)
Total share-based compensation expense (income) $ 28,202 $(85,311) $ 40,913 $ (37,714)

Executive Performance Incentive Programs

The vesting of the stock units granted under the 2005 Executive Performance Incentive Program (2005 Program) occurred on December 31,
2008, after the ordinary close of the performance period, and payment was made on that day.  The Company accounted for these awards as
liability awards and as such recorded compensation expense for the remeasurement of the fair value of the awards at the end of each reporting
period.  During the three months ended September 30, 2008, the Company decreased its assumptions for both the ultimate share price and the
payout multiple at the end of the performance period to approximately $37 per share and 175%, respectively.

The settlement of the units granted under the 2008 Executive Performance Incentive Program (2008 Program) will occur after the performance
period, December 31, 2011, at a payout multiple between zero and 300%, which is dependent upon the level of total shareholder return relative
to a predefined peer group�s total shareholder return during the 3.5 year performance period and production sales revenues (at a fixed price) for
approximately the same period.  Payment of awards is expected to be in cash based on the price of the Company�s common stock at the end of
the performance period.  Participants have no rights with respect to awards under the 2008 Program prior to payment.  The Company accounts
for these awards as liability awards and as such records compensation expense for the remeasurement of the fair value of the awards at the end
of each reporting period.  The Company continually monitors its stock price and performance in order to assess the affect on the ultimate payout
under the 2008 Program.  The Company�s current assumptions for the ultimate share price and payout multiple are $50 and 100% of the units
awarded, respectively.  As of September 30, 2009, approximately 59,000 units were outstanding under the 2008 Program.

2009 Shareholder Value Plan
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The settlement of the units granted under the 2009 Shareholder Value Plan (2009 SVP) will occur after the performance period utilizing a
payout factor of between zero and 250%, dependent upon a combination of the level of total shareholder return
relative to a predefined peer group and the Company�s average absolute return on total capital during the performance
period of January 1, 2005 to December 31, 2009.  To determine the actual payment per unit, the payout factor will be
multiplied by the period-end stock price and such product will be reduced by $63.82 (referred to as the threshold
value).  The threshold value approximates the Company�s total shareholder return relative to the predefined peer group
through December 31, 2008 at a 175% multiple.  Payment of awards is expected to be in cash based on the price of the
Company�s common stock at the end of the performance period, December 31, 2009. Participants have no rights with
respect to awards under the 2009 SVP prior to payment.  The Company accounts for these awards as liability awards
and as such records compensation expense for the remeasurement of the fair value of the awards at the end of each
reporting period.  The Company continually monitors its stock price and performance in order to assess the affect on
the ultimate payout under the 2009 SVP.  The Company�s current assumptions for the period-end stock and payout
multiple are approximately $43 and 225% of the units awarded, respectively.  As of September 30, 2009,
approximately 963,000 units were outstanding under the 2009 SVP.   If the Company achieves a performance level
increasing the payout factor to 250% at the current assumed period-end stock multiple of approximately $43, then the
Company would recognize an additional $11.4 million of compensation expense.
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2007 Supply Long-Term Incentive Program

On July 1, 2007, the Company established the 2007 Supply Long-Term Incentive Program (2007 Supply Program) to provide a long-term
incentive compensation opportunity to key employees in the EQT Production and EQT Midstream segments and awards were granted at that
time.  During the first quarter of 2009, the Compensation Committee of the Board of Directors approved the grant of approximately 116,000
additional awards under the 2007 Supply Program.  Awards granted may be earned by achieving pre-determined total sales volumes targets,
achieving certain efficiency metrics and satisfying certain applicable employment requirements.  The awards earned may be increased to a
maximum of three times the initial award or reduced to zero based upon achievement of the predetermined performance levels.  The settlement
of the units granted under the 2007 Supply Program will occur after the end of the performance period, December 31, 2010.  Payment of awards
will be made in cash based on the price of the Company�s common stock at the end of the performance period.  Participants have no rights with
respect to awards under the 2007 Supply Program prior to payment.  The Company accounts for these awards as liability awards and as such
records compensation expense for the remeasurement of the fair value of the awards at the end of each reporting period.  The Company
continually monitors its stock price and performance in order to assess the affect on the ultimate payout under the 2007 Supply Program.  The
Company�s current assumptions for the ultimate share price and payout multiple are approximately $45 and 200% of the units awarded,
respectively.  As of September 30, 2009, approximately 271,000 units were outstanding under the 2007 Supply Program.

Restricted Stock Awards

The Company granted 7,800 and 137,730 restricted stock awards during the three months ended September 30, 2009 and 2008, respectively, to
key employees of the Company.  The shares granted will be fully vested at the end of the three-year period commencing with the date of grant. 
The weighted average fair value of these restricted stock grants, based on the grant date fair value of the Company�s stock, was approximately
$39 and $63, for the three months ended September 30, 2009 and 2008, respectively.

As of September 30, 2009, the Company had $4.8 million of total unrecognized compensation cost related to non-vested restricted stock
awards.  That cost is expected to be recognized over a weighted average period of approximately 22 months.

Non-Qualified Stock Options

No stock options were granted during the nine month period ended September 30, 2009. A total of 906,000 stock options were granted during
the nine month period ended September 30, 2008.  As of September 30, 2009, the Company had $5.4 million of total unrecognized
compensation cost related to outstanding non-vested stock options.   Options to purchase approximately 937,800 and 974,200
shares of common stock were outstanding for the three and nine months ended September 30, 2009, respectively, but
were not included in the computation of dilutive earnings per share because the effect would be antidilutive.
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Non-employee Directors� Share-Based Awards

As of September 30, 2009, 83,500 options were outstanding under the 1999 Nonemployee Directors� Stock Incentive Plan.  No options were
granted to non-employee directors during the nine month periods ended September 30, 2009 and 2008.

The Company has historically granted to non-employee directors share-based awards which vested upon award.  The value of the share-based
awards will be paid in cash on the earlier of the director�s death or retirement from the Company�s Board of Directors. The Company accounts for
these share-based awards as liability awards and as such records compensation expense for the remeasurement of the fair value of the awards at
the end of each reporting period.  A total of 84,958 non-employee director share-based awards were outstanding as of September 30, 2009.  No
share-based awards were granted to non-employee directors during the nine month period ended September 30, 2009. A total of 12,800
share-based awards were granted to non-employee directors, at a weighted average fair value of $68.22 per share, during the nine month period
ended September 30, 2008.

H.        Income Taxes

The Company estimates an annual effective income tax rate based on projected results for the year and applies this rate to income before taxes to
calculate income tax expense.  Any refinements made due to subsequent information that affects the estimated annual effective income tax rate
are reflected as adjustments in the current period.  Separate
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effective income tax rates are calculated for net income from continuing operations and any other separately reported net income items, such as
discontinued operations.

The Company�s effective income tax rate for the nine months ending September 30, 2009 was 40.9%.  The Company currently estimates the
annual effective income tax rate to be approximately 40.9%.  The estimated annual effective income tax rate as of September 30, 2008 was
37.3%.  The 2009 increase in the expected annual effective tax rate is primarily the result of nondeductible compensation expense and a West
Virginia law change in 2008 that created a discrete benefit.  The Company has a method change request pending with the Internal Revenue
Service (IRS) which, if approved, will reduce the estimated annual effective income tax rate by approximately 1.9% for 2009.

On March 31, 2008, West Virginia enacted legislation, effective for the Company�s tax year beginning January 1, 2009, that contemplates a
reduction of West Virginia�s corporate net income tax rate over the next nine years.  As a result of this law change, the Company recorded a tax
benefit of $4.6 million to reflect an overall decrease in the Company�s expected deferred tax liability as of the effective date of each respective
income tax rate reduction.  This benefit was included in the first quarter 2008 income tax expense.

There were no material changes to the Company�s methodology for unrecognized tax benefits during the nine months ended September 30, 2009.
Increases to the unrecognized tax benefit balance during the nine months ended September 30, 2009 were primarily attributable to certain
pending changes in the Company�s accounting for repairs expenditures for tax purposes.

The consolidated federal income tax liability of the Company has been settled with the IRS through 2000.  In December 2008, the Joint
Committee on Taxation (JCT) approved the settlement of all issues related to the 1998 through 2000 audit.  The Company received a final net
tax refund of $3.8 million, including interest, for these years.

As of September 30, 2009, the IRS has completed its audit and review of the Company�s federal income tax filings for the 2001 through 2005
years and the Company has received approximately $3.0 million of the total expected $3.4 million refund relating to the agreed upon audit
adjustments for these years.  In September of 2009, the JCT approved the settlement of all issues related to the 2001 through 2005 audit
excluding the Company�s research and experimentation (R&E) tax credits claimed for such years.   The R&E credits have been referred to the
Appeals Division of the IRS.  The Company also is the subject of various state income tax examinations.  The Company believes that it is
appropriately reserved for any uncertain tax positions claimed during these periods.

During the second quarter of 2009 EQT received a refund of $99.5 million from the IRS relating to the 2008 net operating loss carryback claim
that was filed with the IRS on March 3, 2009.  This net operating loss was primarily a result of intangible drilling costs incurred as a result of the
Company�s drilling program that are deducted currently for tax purposes and accelerated tax deprecation for expansion of the gathering
infrastructure.  During the third quarter of 2009, the Company filed a superseding tax return for the 2008 tax year in which the Company has
requested an additional refund of $15.5 million relating to the carryback of its 2008 net operating tax loss.  The Company expects to receive the
refund in 2009.
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I.          Long-Term Debt

September  30, December 31,
2009 2008

(Thousands)
5.15% notes, due March 1, 2018 $      200,000 $      200,000
5.15% notes, due November 15, 2012 200,000 200,000
5.00% notes, due October 1, 2015 150,000 150,000
6.50% notes, due April 1, 2018 500,000 500,000
8.13% notes, due April 1, 2019 700,000 �
7.75% debentures, due July 15, 2026 115,000 115,000
Medium-term notes:
8.5% to 9.0% Series A, due 2009 thru 2021 48,500 50,500
7.3% to 7.6% Series B, due 2013 thru 2023 30,000 30,000
7.6% Series C, due 2018 8,000 8,000

1,951,500 1,253,500
Less debt payable within one year 2,300 4,300
Total long-term debt $   1,949,200 $   1,249,200
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The indentures and other agreements governing the Company�s indebtedness contain certain restrictive financial and operating covenants
including covenants that restrict the Company�s ability to incur indebtedness, incur liens, enter into sale and leaseback transactions, complete
acquisitions, merge, sell assets and perform certain other corporate actions.  The covenants do not contain a rating trigger.  Therefore, a change
in Company�s debt rating would not trigger a default under the indentures and other agreements governing the Company�s indebtedness.

Aggregate maturities of long-term debt are $2.3 million in 2009, $0 in 2010, $6.0 million in 2011, $200.0 million in 2012 and $10.0 million in
2013.

J.  Pension and Other Postretirement Benefit Plans

The Company�s costs related to its defined benefit pension and other postretirement benefit plans for the three and nine months ended
September 30, 2009 and 2008 were as follows:

Pension Benefits Other Benefits
Three Months Ended September 30,

2009 2008 2009 2008
(Thousands)

Components of net periodic benefit cost
Service cost $ 109 $ 44 $ 144 $ 110
Interest cost 906 1,080 537 610
Expected return on plan assets (1,145) (1,333) � �
Amortization of prior service cost 4 29 (226) (226)
Recognized net actuarial loss 298 312 437 511
Settlement loss 173 237 � �
Net periodic benefit cost $ 345 $ 369 $ 892 $ 1,005

Pension Benefits Other Benefits
Nine months ended September 30,

2009 2008 2009 2008
(Thousands)

Components of net periodic benefit cost
Service cost $ 327 $ 132 $ 432 $ 330
Interest cost 2,718 3,240 1,611 1,830
Expected return on plan assets (3,435) (3,999) � �
Amortization of prior service cost 12 87 (678) (678)
Recognized net actuarial loss 894 936 1,311 1,533
Settlement loss 519 489 � �
Net periodic benefit cost $ 1,035 $ 885 $ 2,676 $ 3,015
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K. Fair Value of Financial Instruments

The carrying value of cash equivalents and short-term loans approximates fair value due to the short maturity of the instruments.
Available-for-sale securities and derivative instruments are reported in the Condensed Consolidated Balance Sheets at fair value.  See Notes C,
D and E.

The estimated fair value of long-term debt on the Condensed Consolidated Balance Sheets at September 30, 2009 and December 31, 2008 was
approximately $2 billion and $1 billion, respectively.  The fair value was estimated using the Company�s established fair value methodology
based on discounted values using a current discount rate reflective of the remaining maturity.

L. Recently Issued Accounting Standards

Employers� Disclosures about Post-Retirement Benefit Plan Assets

In December 2008, the FASB issued �Employers� Disclosures about Post-Retirement Benefit Plan Assets.� The disclosures required by this
guidance are intended to enhance the transparency surrounding the types of assets and

18

Edgar Filing: EQT Corp - Form 10-Q

EQT Corporation and Subsidiaries 30



Table of Contents

EQT Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)

associated risks in an employer�s defined benefit pension or other post-retirement plan.  The new disclosures are required to be included in the
financial statements for fiscal years ending after December 15, 2009.  The Company is currently evaluating the affect that this guidance will
have on its consolidated financial statement disclosures.

Accounting for Variable Interest Entities

In June 2009, the FASB issued amendments to improve financial reporting by enterprises involved with variable interest entities.  The
amendments are effective as of the beginning of the first annual reporting period after November 15, 2009.  The Company is currently
evaluating the affect that these amendments will have on its consolidated financial statements.

Accounting for Transfers of Financial Assets

In June 2009, the FASB issued an amendment to improve the relevance, representational faithfulness, and comparability of the information that
a reporting entity provides in its financial statements about a transfer of financial assets; the effects of a transfer on its financial position,
financial performance, and cash flows; and a transferor�s continuing involvement, if any, in transferred financial assets.  The amendment
eliminates the concept of a qualifying special-purpose entity for accounting purposes and must be applied as of the beginning of the first annual
reporting period beginning after November 15, 2009.  This amendment must be applied to transfers occurring on or after the effective date and
the disclosure provisions must be applied to transfers that occurred both before and after the effective date.  The Company is currently
evaluating the affect that this amendment will have on its consolidated financial statements.

Oil and Gas Reporting Requirements

In December 2008, the U.S. Securities and Exchange Commission (SEC) approved amendments to its oil and gas reporting requirements.  The
amendments are intended to provide investors with a more meaningful and comprehensive understanding of oil and gas reserves by better
aligning the oil and gas disclosure requirements with current practices and technology.  The amendments are effective for annual reports for
fiscal years ending on or after December 31, 2009.

In September 2009, the FASB issued a proposed Accounting Standards Update to align the oil and gas reserve estimation and disclosure
requirements of �Extractive Industries � Oil and Gas� with the requirements of the SEC�s amendments to its oil and gas reporting requirements.  The
FASB�s proposed amendment would also be effective for annual reporting periods ending on or after December 31, 2009, and applied
prospectively as a change in estimate.
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The Company has determined that the SEC amendments and proposed FASB amendments will not have an affect on the Company�s results of
operations, cash flows or financial position at December 31, 2009.  The Company is currently evaluating the affect the revised amendments will
have on its financial statement disclosures, including its disclosures of proved oil and natural gas reserves and the �Standard Measure of
Discounted Future Cash Flow�.

M.       Other Events

During the third quarter of 2009, the Company completed the relocation of its corporate headquarters and other operations to downtown
Pittsburgh.  As a result of the relocation, the Company recorded impairment expense of $4.0 million as selling, general and administrative
expense in the Statements of Consolidated Income.

On May 15, 2009, the Company completed a public offering of $700 million in aggregate principal amount of 8.125% Senior Notes (Senior
Notes) due June 1, 2019.  The proceeds from the offering were used to repay short-term borrowings under the Company�s revolving credit
facility and will fund part of the Company�s 2009 capital program.  The indenture governing the Senior Notes contains covenants that limit the
Company�s ability to, among other things, incur certain liens securing indebtedness, engage in certain sale and leaseback transactions, and enter
into certain consolidations, mergers, conveyances, transfers or leases of all or substantially all of the Company�s assets.

The Company has evaluated subsequent events through October 29, 2009, the date the financial statements were issued.
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Item 2.  Management�s Discussion and Analysis of Financial Condition and Results of Operations

INFORMATION REGARDING FORWARD LOOKING STATEMENTS

Disclosures in this Quarterly Report on Form 10-Q contain certain forward-looking statements within the meaning of Section 21E of the
Securities Exchange Act of 1934, as amended, and Section 27A of the Securities Act of 1933, as amended.  Statements that do not relate strictly
to historical or current facts are forward-looking and usually identified by the use of words such as �anticipate,� �estimate,� �will,� �may,� �forecasts,�
�approximate,� �expect,� �project,� �intend,� �plan,� �believe� and other words of similar meaning in connection with any discussion of future operating or
financial matters.  Without limiting the generality of the foregoing, forward-looking statements contained in this report include the matters
discussed in the sections captioned �Outlook� in Management�s Discussion and Analysis of Financial Condition and Results of Operations, and the
expectations of plans, strategies, objectives, and growth and anticipated financial and operational performance of the Company and its
subsidiaries, including guidance regarding the Company�s drilling and infrastructure programs (including the Equitrans expansion project),
production and sales volumes, reserves, capital expenditures, financing requirements, hedging strategy and tax position.  These statements
involve risks and uncertainties that could cause actual results to differ materially from projected results.  Accordingly, investors should not place
undue reliance on forward-looking statements as a prediction of actual results.  The Company has based these forward-looking statements on
current expectations and assumptions about future events.  While the Company considers these expectations and assumptions to be reasonable,
they are inherently subject to significant business, economic, competitive, regulatory and other risks and uncertainties, most of which are
difficult to predict and many of which are beyond the Company�s control.  The risks and uncertainties that may affect the operations,
performance and results of the Company�s business and forward-looking statements include, but are not limited to, those set forth under Item 1A,
�Risk Factors� of the Company�s Form 10-K for the year ended December 31, 2008.

Any forward-looking statement speaks only as of the date on which such statement is made and the Company does not intend to correct
or update any forward-looking statements, whether as a result of new information, future events or otherwise.

In reviewing any agreements incorporated by reference in this Form 10-Q, please remember they are included to provide you with information
regarding the terms of such agreement and are not intended to provide any other factual or disclosure information about the Company. The
agreements may contain representations and warranties by the Company, which should not in all instances be treated as categorical statements of
fact, but rather as a way of allocating the risk to one of the parties should those statements prove to be inaccurate. The representations and
warranties were made only as of the date of the relevant agreement or such other date or dates as may be specified in such agreement and are
subject to more recent developments.  The agreements may also contain covenants in which the Company agrees to take or agrees to refrain
from taking specified actions, which should not in all instances be treated as categorical promises to take or refrain from taking specified
actions.  Accordingly, these representations and warranties alone may not describe the actual state of affairs as of the date they were made or at
any other time nor may the covenants alone describe actions which the Company plans to take or refrain from taking.

CORPORATE OVERVIEW
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Three Months Ended September 30, 2009

vs. Three Months Ended September 30, 2008

EQT Corporation�s consolidated net income for the three months ended September 30, 2009 totaled $2.9 million, or $0.02 per diluted share,
compared to $96.2 million, or $0.73 per diluted share, reported for the same period a year ago.  An increase in share-based compensation
expense and a decrease in commodity prices were the primary factors in the decrease in net income between periods.  During the third quarter of
2008, unfavorable market conditions negatively affected the Company�s share price and resulted in the reversal of $84.2 million of compensation
expense under the 2005 Executive Performance Incentive Program (2005 Program).   The 2005 Program paid out on December 31, 2008. 
During the third quarter of 2009, the Company�s share price and performance in relation to its peer group improved resulting in additional
compensation expense of $24.3 million under the Company�s 2009 Shareholder Value Plan (2009 SVP).  The 2009 SVP�s performance period
ends on December 31, 2009.  The 2005 Program was, and the 2009 SVP is, a liability plan, in which awards are valued at the end of the
performance period, based upon a combination of the Company�s stock price, a factor determined by the Company�s performance compared to its
peers and the Company�s return on total capital.  Unfavorable commodity prices continued to adversely affect the Company in the 2009 third
quarter through reduced average well-head sales prices, NGL sales
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prices and commodity storage price spreads together totaling $47.1 million pre-tax.  Also, during the third quarter 2009, the Company recorded
impairment expense of $4.0 million resulting from the relocation of the Company�s offices.

These negative factors were partially offset by record production gas sales volumes resulting from increased production from the Company�s
drilling program, increases in gathering, transmission, processing, and commercial activity and the Distribution segment�s increase in base rates. 
The Company�s continued investment in its oil and gas producing properties and midstream infrastructure resulted in higher DD&A and interest
expense.  In addition, midstream infrastructure investments resulted in greater operation and maintenance expenses for electricity, property taxes
and labor.

Nine months ended September 30, 2009

vs. Nine months ended September 30, 2008

EQT Corporation�s consolidated net income for the nine months ended September 30, 2009 totaled $101.5 million or $0.77 per diluted share,
compared to $222.1 million, or $1.74 per diluted share, reported for the same period a year ago.  A decrease in natural gas commodity prices and
an increase in share-based compensation expense were the primary factors in the decrease in net income between periods.   In 2009, the
Company continued to be negatively affected by unfavorable commodity prices through reduced average well-head sales prices, NGL sales
prices and commodity storage price spreads together totaling $149.0 million pre-tax.  During the third quarter 2008, unfavorable market
conditions negatively affected the Company�s share price and resulted in the net year-to-date reversal of $41.7 million of compensation expense
under the 2005 Program.  The 2005 Program paid out on December 31, 2008.  During the first nine months of 2009, the Company�s share price
and performance in relation to its peer group improved resulting in additional compensation expense of $30.6 million under the 2009 SVP. 
These negative factors were partially offset by record production gas sales volumes resulting from increased production from the Company�s
drilling program, increases in commercial, transmission, processing and gathering activity, and increased base rates in the Company�s
Distribution segment.  The Company�s increased investment in its oil and gas producing properties and midstream infrastructure resulted in
increased DD&A and interest expense.  During the third quarter 2009, the Company recorded impairment expense of $4.0 million resulting from
the relocation of the Company�s headquarters.

The Company has reported the components of each segment�s operating income and various operational measures in the sections below and,
where appropriate, has provided information describing how a measure was derived. EQT�s management believes that presentation of this
information provides useful information to management and investors regarding the financial condition, operations and trends of each of EQT�s
segments without being obscured by the financial condition, operations and trends for the other segments or by the effects of corporate
allocations of interest and income taxes.  In addition, management uses these measures for budget planning purposes.

EQT PRODUCTION
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OVERVIEW

EQT Production continued to focus on organic production growth through its Huron and Marcellus shale horizontal drilling programs during the
third quarter.  The Company drilled 518 gross (381 net) wells in the first nine months of 2009, including 271 horizontal wells comprised of 27
horizontal Marcellus wells, 219 horizontal Huron shale wells, 19 horizontal Berea wells and 6 horizontal wells targeting other formations.  The
Company drilled 521 gross (413 net) wells in the first nine months of 2008, including 4 horizontal Marcellus wells, 271 horizontal Huron shale
wells, and 15 horizontal Berea wells.  See �Capital Resources and Liquidity� in �Management�s Discussion and Analysis of Financial Condition and
Results of Operations� of this Form 10-Q for details regarding the Company�s capital expenditures for drilling and development.

EQT Production�s operating revenues for the three months ended September 30, 2009 decreased 25% from 2009 to 2008 as lower commodity
prices more than offset significantly increased production volumes.

Third quarter depletion expense at EQT Production increased as a result of higher rates due to the significant on-going drilling and development
program and increased units-of production.
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RESULTS OF OPERATIONS

EQT PRODUCTION

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 % 2009 2008 %
OPERATIONAL DATA

Natural gas and oil production
(MMcfe) 26,722 23,249 14.9 76,705 65,813 16.5
Company usage, line loss (MMcfe) (1,566) (2,012) (22.2) (4,207) (4,905) (14.2)
Total sales volumes (MMcfe) 25,156 21,237 18.5 72,498 60,908 19.0

Average (well-head) sales price
($/Mcfe)* $ 3.55 $ 5.62 (36.8) $ 3.76 $ 5.66 (33.6)

Lease operating expenses (LOE),
excluding production taxes ($/Mcfe) $ 0.32 $ 0.36 (11.1) $ 0.28 $ 0.33 (15.2)
Production taxes ($/Mcfe) $ 0.26 $ 0.62 (58.1) $ 0.30 $ 0.57 (47.4)
Production depletion ($/Mcfe) $ 1.04 $ 0.81 28.4 $ 1.03 $ 0.81 27.2

Production depletion $ 27,734 $ 18,796 47.6 $ 79,165 $ 53,389 48.3
Other depreciation, depletion and
amortization (DD&A) 2,122 1,219 74.1 4,559 3,368 35.4
Total DD&A $ 29,856 $ 20,015 49.2 $ 83,724 $ 56,757 47.5

Capital expenditures (thousands) $ 144,497 $ 250,058 (42.2) $ 446,813 $ 492,934 (9.4)

FINANCIAL DATA (Thousands)

 Total operating revenues $ 91,922 $ 122,083 (24.7) $ 279,570 $ 352,109 (20.6)

Operating expenses:
LOE, excluding production taxes 8,633 8,379 3.0 21,845 21,395 2.1
Production taxes 6,932 14,387 (51.8) 23,082 37,724 (38.8)
Exploration expense 4,527 3,508 29.0 12,252 4,901 150.0
Selling, general and administrative
(SG&A) 10,452 8,498 23.0 29,080 29,527 (1.5)
DD&A 29,856 20,015 49.2 83,724 56,757 47.5
Total operating expenses 60,400 54,787 10.2 169,983 150,304 13.1
Operating income $ 31,522 $ 67,296 (53.2) $ 109,587 $ 201,805 (45.7)

* Average well-head sales price is calculated as market price adjusted for hedging activities less deductions for gathering, processing and
transmission included in EQT Midstream revenues. These deductions totaled $1.68/Mcfe and $1.64/Mcfe for the three months ended
September 30, 2009 and 2008, respectively, and $1.69/Mcfe and $1.46/Mcfe for the nine months ended September 30, 2009 and 2008,
respectively.
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Three Months Ended September 30, 2009

vs. Three Months Ended September 30, 2008

EQT Production�s operating income totaled $31.5 million for the three months ended September 30, 2009 compared to $67.3 million for the three
months ended September 30, 2008.  The $35.8 million decrease in operating income was primarily the result of a decrease in the average
well-head sales price ($52.1 million) offset by an increase in sales volumes ($22.0 million).

Total operating revenues were $91.9 million for the three months ended September 30, 2009 compared to $122.1 million for the three months
ended September 30, 2008.  The $30.2 million decrease in total operating revenues was primarily due to a 37% decrease in the average
well-head sales price, partially offset by an increase in production gas sales volumes.  The $2.07 per Mcfe decrease in the average well-head
sales price was primarily attributable to a $6.85 per Dth decrease in the average NYMEX price and a higher percentage of unhedged gas sales,
partially offset by a higher realized hedge price.  Gas sales volumes increased 18% from 2008 to 2009.  The increase in production
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gas sales volumes was the result of increased production from the 2009 and 2008 drilling programs including continued horizontal well
development of the Company�s Huron and Marcellus shales, partially offset by the normal production decline in the Company�s wells.

Operating expenses totaled $60.4 million for the three months ended September 30, 2009 compared to $54.8 million for the three months ended
September 30, 2008.  DD&A increased $9.8 million primarily as a result of an increase in the depletion unit rate ($5.9 million) and higher
volumes ($2.7 million). The $0.23 increase in the depletion rate was primarily attributable to the increased investment in the Company�s oil and
gas producing properties.  Production taxes decreased $7.5 million primarily due to decreased severance taxes (a production tax directly imposed
on the value of the gas extracted) as a result of lower gas commodity prices.  The increase in SG&A was due to increased incentive plan
expenses and higher overhead costs associated with the growth of the Company partially offset by 2008 legal reserves for certain legal disputes. 
The increase in exploration expense was due to an increased level of seismic analysis and supporting personnel costs compared to prior year.

During the first quarter of 2008, the Company drilled its first exploratory vertical Utica well. During the three months ended September 30,
2009, the Company capitalized $0.2 million of Utica well costs bringing the total capitalized exploratory well costs that are pending the
determination of proved reserves to $7.8 million. As of September 30, 2009, this well has not been turned in line. The Company expects to drill
a second Utica well in 2010 and to complete the two wells at the same time.

Nine months ended September 30, 2009

vs. Nine months ended September 30, 2008

EQT Production�s operating income totaled $109.6 million for the nine months ended September 30, 2009 compared to $201.8 million for the
nine months ended September 30, 2008.  The $92.2 million decrease in operating income was primarily the result of a decrease in the average
well-head sales price ($137.7 million), higher DD&A, and an increase in exploration expense partially offset by an increase in sales volumes
($65.6 million) and a decrease in production taxes.

Total operating revenues were $279.6 million for the nine months ended September 30, 2009 compared to $352.1 million for the nine months
ended September 30, 2008.  The $72.5 million decrease in total operating revenues was primarily due to a 34% decrease in the average
well-head sales price, partially offset by an increase in production gas sales volumes.  The $1.90 per Mcfe decrease in the average well-head
sales price was primarily due to a $5.80 per Dth decrease in the average NYMEX price and a higher percentage of unhedged gas sales partially
offset by a higher realized hedge price.  Gas sales volumes increased 19% from 2008 to 2009.  The increase in production gas sales volumes was
the result of increased production from the 2008 and 2009 drilling programs, partially offset by the normal production decline in the Company�s
wells.

Operating expenses totaled $170.0 million for the nine months ended September 30, 2009 compared to $150.3 million for the nine months ended
September 30, 2008.  The increase in operating expenses was primarily the result of increased DD&A from increases in the depletion unit rate

Edgar Filing: EQT Corp - Form 10-Q

EQT Corporation and Subsidiaries 39



($16.9 million) and volume ($8.4 million). The $0.22 increase in the depletion rate was primarily attributable to the increased investment in the
Company�s oil and gas producing properties. This increase was partially offset by a decrease in production taxes. The decrease in production
taxes was due to decreased severance taxes, a production tax directly imposed on the value of the gas extracted, as a result of lower gas
commodity prices.  Exploration expense increased due to an increased level of seismic analysis and supporting personnel costs compared to
prior year.

OUTLOOK

EQT Production�s business strategy is focused on growth of the Company�s natural gas reserves.  Key elements of EQT Production�s strategy
include:

• Expanding reserves and production through horizontal drilling in Kentucky, West Virginia and Pennsylvania. Through the
capital program, the Company is seeking to maximize the value of its existing asset base by developing its large acreage position, which the
Company believes holds significant production and reserve growth potential. A substantial portion of the Company�s 2009 drilling effort is
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focused on drilling horizontal wells in the Huron and Berea shale formations in Kentucky and West Virginia and in the Marcellus shale
formation in Pennsylvania and West Virginia.

• Exploiting additional reserve potential through key emerging development plays. In 2009, the Company is examining the
potential for exploitation of gas reserves in new geological formations and through different technologies.  Activities to date in 2009 include the
drilling of high pressure Marcellus shale wells, re-entry wells in the Devonian shale and testing the Devonian shale in Virginia.  In addition, the
Company will complete its evaluation of proprietary seismic data in order to evaluate deep drilling opportunities for 2010.

EQT MIDSTREAM

OVERVIEW

EQT Midstream�s 2009 third quarter net operating revenues increased 23% from the third quarter 2008 to 2009. Increases in net operating
revenues were partially offset by increased operating expenses.  Gathering net operating revenues increased primarily due to an increase in
gathered volumes and average gathering fees.  Transmission net operating revenues increased primarily due to increased Big Sandy pipeline
activity in 2009.  Storage and marketing net operating revenues increased as a result of increased activity with an industrial customer.  The
increase in processing net operating revenues was driven by higher volumes partially offset by a lower average NGL sales price.  Operating and
maintenance expense and DD&A increased due to the completion in 2008 of significant Midstream infrastructure projects.  See �Capital
Resources and Liquidity� in �Management�s Discussion and Analysis of Financial Condition and Results of Operations� of this Form 10-Q for
details regarding the Company�s capital expenditures for EQT Midstream infrastructure projects.

In 2008, EQT Energy, the Company�s gas marketing affiliate, executed a binding precedent agreement with Tennessee Gas Pipeline Company
(TGP), a wholly owned subsidiary of El Paso Corporation, for a 15-year term that awarded the Company 300,000 Dth per day of capacity in
TGP�s 300-Line expansion project beginning in November 2011.  In July 2009, the parties amended the binding precedent agreement and EQT
Energy�s capacity in the project was increased to 350,000 Dth per day.  When completed, the 300-Line expansion project will consist of
approximately 128 miles of 30-inch pipe loop and approximately 52,000 horsepower of additional compression facilities to be constructed in
TGP�s existing pipeline corridor in Pennsylvania and New Jersey.  The TGP capacity will provide EQT access to consumer markets from the
Gulf Coast to the Mid-Atlantic and the Northeast.
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RESULTS OF OPERATIONS

EQT MIDSTREAM

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

2009 2008 % 2009 2008 %
OPERATIONAL DATA

Gathering and processing:
Gathered volumes (BBtu) 40,849 37,851 7.9 118,918 105,132 13.1
Average gathering fee ($/MMBtu)  $ 1.05  $ 0.99 6.1  $ 1.04 $ 0.99 5.1
Gathering and compression expense
($/MMBtu)  $ 0.42  $ 0.38 10.5  $ 0.41 $ 0.37 10.8
NGLs sold (Mgal) (a) 29,948 19,916 50.4 89,836 55,490 61.9
Average NGL sales price ($/gal)  $ 0.78  $ 1.51 (48.3)  $ 0.69 $ 1.48 (53.4)
Transmission pipeline throughput (BBtu) 21,471 22,605 (5.0) 61,003 53,745 13.5

Net operating revenues (thousands):
Gathering  $ 42,725  $ 36,779 16.2  $ 122,178  $ 103,507 18.0
Processing 15,076 11,624 29.7 31,823 32,077 (0.8)
Transmission 18,006 12,950 39.0 55,551 34,904 59.2
Storage, marketing and other 11,737 9,889 18.7 51,758 54,773 (5.5)
Total net operating revenues  $ 87,544  $ 71,242 22.9  $ 261,310  $ 225,261 16.0

Capital expenditures (thousands)  $ 39,817  $ 184,854 (78.5)  $ 155,334  $ 432,518 (64.1)

FINANCIAL DATA (Thousands)

Total operating revenues  $ 124,065  $ 186,114 (33.3)  $ 366,939  $ 561,216 (34.6)
Purchased gas costs 36,521 114,872 (68.2) 105,629 335,955 (68.6)
Total net operating revenues  $ 87,544  $ 71,242 22.9  $ 261,310  $ 225,261 16.0

Operating expenses:
Operating and maintenance (O&M)  $ 24,957  $ 19,607 27.3  $ 70,597  $ 52,550 34.3
SG&A 11,232 13,256 (15.3) 32,551 34,789 (6.4) 
DD&A 13,477 8,607 56.6 38,502 23,668 62.7
Total operating expenses 49,666 41,470 19.8 141,650 111,007 27.6
Operating income  $ 37,878  $ 29,772 27.2  $ 119,660  $ 114,254 4.7

Other income  $ 342  $ 460 (25.7)  $ 1,247  $ 5,307 (76.5)
Equity in earnings of nonconsolidated
investments  $ 1,946  $ 1,363 42.8  $ 4,608  $ 3,989 15.5

(a)  NGLs sold includes NGLs recovered at the Company�s processing plant and transported to a fractionation plant owned by a third party for
separation into commercial components, net of volumes retained, as well as equivalent volumes sold at liquid component prices under the
Company�s contractual processing arrangements with third parties.
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Three Months Ended September 30, 2009

vs. Three Months Ended September 30, 2008

EQT Midstream�s operating income totaled $37.9 million for the three months ended September 30, 2009 compared to $29.8 million for the three
months ended September 30, 2008.  The $8.1 million increase in operating income was primarily the result of increased gathered volumes and
rates, increased Big Sandy pipeline activity, and increased NGLs sold, partially offset by increases in O&M and DD&A expense.

Total net operating revenues were $87.5 million for the three months ended September 30, 2009 compared to $71.2 million for the three months
ended September 30, 2008.  Both total operating revenues and purchased gas costs decreased compared to the prior year due to a decrease in
commodity prices.

25

Edgar Filing: EQT Corp - Form 10-Q

EQT Corporation and Subsidiaries 43



Table of Contents

EQT Corporation and Subsidiaries

Management�s Discussion and Analysis of Financial Condition and Results of Operations

Gathering net operating revenues increased due to an 8% increase in gathered volumes as well as an increase in gathering rates.  This increase
was driven by more volumes gathered for EQT Production, as well as increased third party customer volume due to increased available
capacity.  Processing net revenues increased $3.5 million in the third quarter 2009 compared to the third quarter of 2008 primarily due to a 50%
increase in NGLs sold, partially offset by a 48% lower sales price for NGL products.  Commodity market prices for propane and other NGLs
were significantly lower in the third quarter of 2009 compared to the same period for 2008, partially offset by a decrease in the cost of natural
gas processed.  The increase in NGL equivalents sold resulted from increased production volumes from both EQT Production and third party
customers and the expansion of the Kentucky hydrocarbon processing plant and gas compression facilities in the second half of 2008.

Transmission net revenues in the third quarter of 2009 increased from the prior year primarily due to increased capacity from the Big Sandy
pipeline.  Transmission volumes decreased primarily due to lower throughput by a firm capacity customer, which had minimal impact on net
transmission revenues.  The increase in storage and marketing net revenues was primarily due to increased sales to an industrial customer.

Operating expenses totaled $49.7 million for the three months ended September 30, 2009 compared to $41.5 million for the three months ended
September 30, 2008.  The $8.2 million increase in operating expenses was due to increases of $5.4 million in O&M and $4.9 million in DD&A
partially offset by a decrease in SG&A.  The increase in O&M is primarily due to higher operating costs associated with the growth in the
Midstream business including electricity, labor and property taxes.  The infrastructure investments made in 2008, such as the Big Sandy
pipeline, the expansion of the Kentucky Hydrocarbon processing facility and the Ranger liquids line, required increased electric costs, property
taxes, and labor to operate.  The increase in DD&A was primarily due to this increased investment in gathering, processing, and transmission
infrastructure during 2008.  The decrease in SG&A is primarily due to the reserve of approximately $5.0 million recorded in 2008 against the
Lehman Brothers receivables more than offsetting increased incentive compensation between years.

Equity in earnings of nonconsolidated investments totaled $1.9 million for the three months ended September 30, 2009 compared to $1.4 million
for the three months ended September 30, 2008, and relates to equity earnings recorded for EQT Midstream�s investment in Nora Gathering,
LLC.

Nine months ended September 30, 2009

vs. Nine months ended September 30, 2008

EQT Midstream�s operating income totaled $119.7 million for the nine months ended September 30, 2009 compared to $114.3 million for the
nine months ended September 30, 2008, an increase of $5.4 million between years.  An increase in net operating revenues was partially offset by
increased operating expenses.

Total net operating revenues were $261.3 million for the nine months ended September 30, 2009 compared to $225.3 million for the nine
months ended September 30, 2008.  The $36.0 million increase in total net operating revenues was due to a $20.6 million increase in
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transmission net operating revenues and an $18.7 million increase in gathering net operating revenues, offset by a $0.3 million decrease in
processing net operating revenues and a $3.0 million decrease in storage and marketing net operating revenues. The increase in gathering net
operating revenues is primarily due to a 13% increase in gathered volumes as well as a 5% increase in the average gathering fee. Gathered
volumes increased as a result of more volumes gathered for EQT Production, as well as higher third party customer volume due to increased
available capacity.  Transmission net revenues in 2009 increased from the prior year primarily due to activity from the Big Sandy pipeline,
which was placed into service in the third quarter of 2008.

Processing net revenues decreased slightly due to a 53% lower sales price for NGL products partially offset by a 62% increase in NGL
equivalents sold.  Commodity market prices for propane and other NGLs were significantly lower in 2009 compared to the same period of 2008,
partially offset by a decrease in the cost of natural gas processed.  The increase in NGL equivalents sold resulted from increased production
volumes from both EQT Production and third party customers and the expansion of the Kentucky hydrocarbon processing plant and gas
compression facilities in the second half of 2008.  The decrease in storage and marketing net revenues was primarily due to lower price spreads
in the storage contracts settled in 2009 compared to 2008.  The storage revenues are primarily driven by the optimization of the Company�s
contractual and physical gas storage assets which allow the Company to purchase gas and store it in lower price markets and simultaneously
enter into contracts to sell it later at
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higher prices, taking advantage of seasonal gas price spreads.  This reduction in storage asset optimization revenues was offset in part due to an
increase in third party marketing that utilized Big Sandy capacity not currently being used to transport Company production.

Operating expenses totaled $141.7 million for the nine months ended September 30, 2009 compared to $111.0 million for the nine months ended
September 30, 2008.  The increase in operating expenses was due to increases of $18.0 million in O&M and $14.8 million in DD&A partially
offset by a $2.2 million decrease in SG&A.  The increase in O&M is primarily due to higher operational costs associated with the growth in the
EQT Midstream business including electricity, labor and property taxes.  The infrastructure investments made in 2008, such as the Big Sandy
pipeline, the expansion of the Kentucky Hydrocarbon processing facility and the Ranger liquids line, required increased electric costs, property
taxes, and labor to operate.  The increase in DD&A was primarily due to this increased investment in gathering, processing, and transmission
infrastructure during 2008.

Other income represents allowance for equity funds used during construction.  The $4.1 million decrease from 2008 to 2009 was primarily the
result of higher capital spending in 2008 during the construction period for the Big Sandy Pipeline as well as spending on regulated pipeline
safety and integrity projects.

Equity in earnings of nonconsolidated investments totaled $4.6 million for the nine months ended September 30, 2009 compared to $4.0 million
for the nine months ended September 30, 2008, and related to equity earnings recorded for EQT Midstream�s investment in Nora Gathering,
LLC.

OUTLOOK

EQT Midstream�s business strategy is focused on growth through expansion of its infrastructure in the Appalachian Basin. A significant
challenge facing the Company, and the Appalachian Basin in general, is the availability of pipeline infrastructure required to get natural gas to
market. As EQT Production and other producers continue to expand the development of their reserves, the need for such infrastructure becomes
more vital.

EQT Midstream is optimizing existing capacity by building smaller gathering lines in Kentucky, West Virginia and Pennsylvania to tie in wells.
This facilitates the delivery of gas from wells drilled by EQT Production in 2009 and will provide additional capacity to help mitigate
curtailments, increase the flexibility and reliability of the Company�s gathering systems and provide additional capacity for growth.

EQT Midstream�s long-term focus is to take advantage of its infrastructure asset position in the heart of the Marcellus shale play in southwestern
Pennsylvania and northern West Virginia.  The Equitrans Marcellus Expansion Project is expected to provide Appalachian producers with
timely, cost effective options to reach Northeastern and Mid-Atlantic markets and storage by expanding Equitrans existing asset base.  Equitrans
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plans to create new firm transportation capacity through the addition of pipeline looping, new high pressure laterals and compression facilities
on Equitrans� existing pipeline network.  EQT Midstream successfully completed an open season for a proposed expansion of the Equitrans
pipeline that will provide high-pressure gathering/transmission capacity for Marcellus production in Southwestern Pennsylvania and Northern
West Virginia.  Total capacity demand indicated in the open season was 1,100,000 Dth per day.  The next steps are to secure firm precedent
agreements with shippers and obtain FERC approval.  The vast majority of the capital investment for the Equitrans expansion project would be
invested beginning in the second half of 2011, pending FERC approval.
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DISTRIBUTION

OVERVIEW

On February 26, 2009, the Pennsylvania Public Utility Commission (PA PUC) approved a settlement between the distribution company and the
active parties to the filing for a base rate case increase in Pennsylvania.  The Company implemented the new base rates upon approval of the
settlement.  Additionally, the Company received approval to implement an increased customer assistance program (CAP) surcharge, for
recovery of its costs for assisting low-income customers with paying their gas bills, effective with the approval of the settlement and will receive
an annual reconciliation of CAP costs to ensure complete recovery of these costs.

Distribution�s net operating revenues for the third quarter increased 13% from 2008 to 2009, primarily due to the increase in base rates.  Total
operating expenses in the third quarter of 2009 decreased 9%, primarily due to lower bad debt expense and lower overhead costs in 2009.

RESULTS OF OPERATIONS

DISTRIBUTION

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 % 2009 2008 %
 OPERATIONAL DATA

Heating degree days (30 year average:
Qtr - 124; YTD - 3,759) 81 41 97.6 3,521 3,502 0.5

Residential sales and transportation volumes
(MMcf) 1,282 1,278 0.3 15,915 15,988 (0.5)
Commercial and industrial volumes (MMcf) 5,178 3,992 29.7 21,813 20,827 4.7
Total throughput (MMcf) � Distribution 6,460 5,270 22.6 37,728 36,815 2.5

Net operating revenues (thousands):
Residential  $ 14,044  $ 12,090 16.2 $   77,039  $ 71,716 7.4
Commercial & industrial 6,353 5,884 8.0 34,170 33,218 2.9
Off-system and energy services 4,921 4,414 11.5 16,854 13,662 23.4
Total net operating revenues  $ 25,318  $ 22,388 13.1 $ 128,063  $ 118,596 8.0

Capital expenditures (thousands)  $ 9,844  $ 12,179 (19.2) $   25,337  $ 32,162 (21.2)
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Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 % 2009 2008 %

 FINANCIAL DATA (thousands)

Total operating revenues  $ 54,599  $ 88,789 (38.5)  $ 425,865  $ 459,482 (7.3)

Purchased gas costs 29,281 66,401 (55.9) 297,802 340,886 (12.6)

Net operating revenues  $ 25,318  $ 22,388 13.1  $ 128,063  $ 118,596 8.0

Operating expenses:

O&M  $ 10,158  $ 11,075 (8.3)  $ 30,588  $ 32,393 (5.6)

SG&A 6,405 7,878 (18.7) 24,591 32,581 (24.5)

DD&A 5,525 5,207 6.1 16,449 15,415 6.7

Total operating expenses 22,088 24,160 (8.6) 71,628 80,389 (10.9)

Operating income (loss)  $ 3,230  $ (1,772) 282.3  $ 56,435  $ 38,207 47.7

Three Months Ended September 30, 2009
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Distribution had operating income of $3.2 million for the three months ended September 30, 2009 compared to an operating loss of $1.8 million
for the three months ended September 30, 2008.  The $5.0 million increase in operating income was primarily due to an increase in base rates
and lower operating expenses.

Net operating revenues were $25.3 million for the three months ended September 30, 2009 compared to $22.4 million for the same period in
2008.  The $2.9 million increase in net operating revenues was primarily the result of the approval of the Company�s base rate increase in 2009. 
Net revenues from residential customers increased $2.0 million as a result of an increase in base rates.  The weather in Distribution�s service
territory in the third quarter of 2009 was 98% colder than the third quarter of 2008 but did not have a significant impact on residential net
operating revenues in these summer months.  Off-system and energy services net revenues increased due to an increase in gathering rates
partially offset by a decrease in asset optimization activities.  Commercial and industrial net revenues increased $0.5 million due to higher base
rates as well as increased volumes.  The 1,186 MMcf increase in commercial and industrial volumes from 2008 to 2009 relates to an increase in
usage by one industrial customer.  These high volume industrial sales have low margins and did not significantly impact total net operating
revenues.  A decrease in gas costs associated with asset optimization transactions and a decrease in the commodity component of residential
tariff rates resulted in a decrease in both total operating revenues and purchased gas costs.

Operating expenses totaled $22.1 million for the three months ended September 30, 2009 compared to $24.2 million for the three months ended
September 30, 2008.  The $2.1 million decrease in operating expenses was primarily the result of lower bad debt, general overhead and labor
and fringe benefit expenses as well as a reduction in O&M expense primarily related to decreased leak repairs and maintenance activities for
gathering operations.  The reduction in bad debt expense from 2008 to 2009 was the result of a favorable adjustment in the reserve for
uncollectible accounts in 2009 due to increased customer participation in programs assisting low-income customers in paying their bills, the
recovery of CAP costs associated with the approval of the rate case settlement and a decrease in the commodity component of residential tariff
rates.  The Company will continue to closely monitor its collections rates and adjust its reserve for uncollectible accounts as necessary.  These
decreases in operating expenses were partially offset by an increase in incentive compensation costs.

Nine months ended September 30, 2009

vs. Nine months ended September 30, 2008

Distribution�s operating income totaled $56.4 million for the nine months ended September 30, 2009 compared to $38.2 million for the nine
months ended September 30, 2008.  The $18.2 million increase in operating income was due to an increase in base rates as well as lower
operating expenses.
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Net operating revenues were $128.1 million for the nine months ended September 30, 2009 compared to $118.6 million for the same period in
2008.  The $9.5 million increase in net operating revenues was primarily the result of the approval of the Company�s base rate increase in late
February 2009.  Net revenues from residential customers increased $5.3 million primarily as a result of an increase in base rates.  Off-system and
energy services net operating revenues increased $3.2 million due to higher revenues from gathering activities resulting primarily from increased
rates.  Commercial and industrial net revenues increased $1.0 million due to higher base rates as well as increased volumes primarily from an
increase in usage by one industrial customer.  These high volume industrial sales have low margins and did not significantly impact total net
operating revenues.  A decrease in gas costs associated with asset optimization transactions and a decrease in the commodity component of
residential tariff rates resulted in a decrease in both total operating revenues and purchased gas costs.

Operating expenses totaled $71.6 million for the nine months ended September 30, 2009 compared to $80.4 million for the nine months ended
September 30, 2008.  The $8.8 million decrease in operating expenses was primarily the result of lower bad debt, general overhead and labor
and fringe benefit expenses in 2009 and the holding company reorganization costs that were incurred in the second quarter of 2008.  These
decreases were partially offset by an increase in incentive compensation costs and an increase in DD&A due to a decrease in estimated service
lives resulting from a 2008 asset service life study.

OUTLOOK

Distribution will continue to execute its strategy of earning a competitive return on its asset base through regulatory mechanisms and operational
efficiency.  Distribution is focused on enhancing the value of its existing assets by improving the efficiency of its workforce through superior
work management, establishing a reputation for excellent customer service, effectively managing its capital spending and continuing to leverage
technology throughout its operations.  Distribution will also seek out growth opportunities for the sale of natural gas through new outlets such as
natural gas vehicles while promoting customer conservation and efficiency.

INCOME TAXES AND INTEREST EXPENSE

Income Taxes

During the third quarter of 2009, the Company increased its estimated annual effective income tax rate from 39.1% to 40.9%.  The 1.8%
increase in the estimated annual effective income tax rate resulted in approximately $3.0 million of additional tax expense for the period and an
effective tax rate of 70.9% for the three months ended September 30, 2009 compared to a 36.7% effective tax rate for the same period a year
ago.  The increase in the effective tax rate was primarily the result of nondeductible compensation expense recognized in the quarter.
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The effective tax rate for the nine months ended September 30, 2009 was 40.9% compared to 37.0% for the nine months ended September 30,
2008.  The higher effective tax rate in 2009 is primarily the result of nondeductible compensation expense and a West Virginia law change that
created a discrete benefit in the first quarter of 2008.

Interest Expense

Interest expense for the three and ninth months ended September 30, 2009 was $32.4 million and $78.1 million, respectively compared to $13.0
million and $41.0 million, respectively, for the same periods a year ago.  This increase is primarily the result of the Company�s second quarter
2009 public offering of $700 million Senior Notes and the Company�s March 2008 public offering of $500 million Senior Notes.  The Company
used the proceeds from the public offerings primarily to repay the short-term borrowings and to fund its capital program.

CAPITAL RESOURCES AND LIQUIDITY

Overview

The Company�s primary sources of cash during the first nine months of 2009 were proceeds from a public offering of Senior Notes and cash
flows from operating activities.  The Company used the proceeds from the public offering primarily to repay the short-term borrowings and to
fund its capital spending program.
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Operating Activities

The Company�s net cash provided by operating activities during the nine months ended September 30, 2009 was $552.6 million compared to
$326.9 million for the same period of 2008.  The increase in cash flows provided by operating activities was primarily attributable to the
following:

• a decrease in accounts payable of $213.2 million in 2009 compared to a decrease in accounts payable of $10.6 million in 2008.  The
additional decrease in accounts payable during the first nine months of 2009 compared to the same period of 2008 was due to decreases in
capital spending and gas prices and to the timing of  expenditures;

• a decrease in accounts receivable and unbilled revenues of $176.1 million in 2009 compared to a decrease in accounts receivable and
unbilled revenues of $66.6 million in 2008.  The additional decrease in accounts receivable and unbilled revenues during the first nine months of
2009 compared to the same period of 2008 was primarily due to a decrease in gas prices;

• a decrease in inventory of $60.5 million in 2009 compared to an increase in inventory of $57.5 million in 2008.  The net decrease in
inventory during the first nine months of 2009 compared to the same period of 2008 was due to a decrease in gas prices on gas stored by EQT
Midstream and by Distribution;

• an income tax refund of $99.5 million received from the IRS in the second quarter 2009 relating to the 2008 net operating loss
carryback claim that was filed with the IRS on March 3, 2009;

• a $7.4 million decrease in cash required for margin deposits on the Company�s natural gas hedge agreements during the first nine
months of 2009 compared to a $24.7 million increase in cash required for margin deposits during the first nine months of 2008.  The net
decrease in margin deposit requirements during the first nine months of 2009 was primarily the result of a decrease in natural gas prices over the
period.

Investing Activities
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Net cash used in investing activities totaled $645.5 million for the first nine months of 2009 compared to $985.8 million for the same period a
year ago.  The decrease in capital expenditures was primarily the result of the completion of the Big Sandy Pipeline and the Kentucky
Hydrocarbon processing plant upgrade at EQT Midstream during 2008 and the Company�s 2009 focus on drilling where midstream capacity has
already been built.

Capital expenditures primarily consist of amounts related to the Company�s drilling and development operations and midstream pipeline and
compression projects.  Capital expenditures for EQT Production operations totaled $144.5 million and $250.1 million during the third quarters of
2009 and 2008, respectively.  The $105.6 million decrease in capital expenditures is primarily the result of reduced lease acquisitions of $68.7
million and a reduction in drilling and development material costs in the third quarter 2009 as compared to the third quarter 2008.

Capital expenditures for drilling and development totaled $446.8 million and $492.9 million during the first nine months of 2009 and 2008,
respectively.  The Company drilled 518 gross (381 net) wells in the first nine months of 2009, including 271 horizontal wells comprised of 27
horizontal Marcellus wells, 219 horizontal Huron shale wells, 19 horizontal Berea wells and 6 horizontal wells targeting other formations,
compared to 521 gross (413 net) wells in the first nine months of 2008, including 4 horizontal Marcellus wells, 271 horizontal Huron shale
wells, and 15 horizontal Berea wells.

Capital expenditures at EQT Midstream totaled $39.8 million for the third quarter of 2009, which included $23.4 million for pipeline and
compression.  During the third quarter of 2008, capital expenditures at EQT Midstream totaled $184.9 million, including $128.1 million for
pipeline and compression and $28.0 million for the Ranger Liquids Line.

Capital expenditures for the EQT Midstream operations totaled $155.3 million in the first nine months of 2009 and included the addition of 217
miles of pipe and 18,850 horse power of compression.  During the first nine months of 2008, Midstream capital costs associated with
expenditures were $432.5 million and included costs associated with
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the Big Sandy Pipeline and the Kentucky Hydrocarbon processing plant upgrade, both of which were completed in 2008.

Capital expenditures at Distribution totaled $25.3 million for the first nine months of 2009 compared to $32.2 million for the same period of
2008 principally for pipeline replacement and metering.  The decrease in capital expenditures was due to reduced gathering-related infrastructure
spending in 2009 as compared to 2008.

The Company remains committed to profitably expanding its reserves and production through horizontal drilling, exploiting additional reserve
potential through key emerging plays and expanding its infrastructure in the Appalachian Basin.  Given the current economic and capital market
conditions, the Company committed to a reduced capital spending plan for 2009 as compared to 2008.  The Company continues to monitor
economic and capital market conditions when establishing capital spending levels.

Financing Activities

Net cash provided by financing activities was $285.4 million for the first nine months of 2009 compared to net cash provided during the same
period in 2008 of $587.8 million.  In the first nine months of 2009, the Company received $700 million from the public sale of 8.125% Senior
Notes due June 1, 2019.  By comparison, in the first nine months of 2008, the Company received $560.7 million from the public sales of 8.625
million shares of common stock and $500 million from the public sale of 6.50% Senior Notes due April 1, 2018.  A portion of the 2009 and
2008 debt offerings were used to repay short-term borrowings under the Company�s revolving credit facility during the periods.  The Company
repaid $320.0 million in short-term borrowings during the first nine months of 2009 and $356.0 million in short-term borrowings during the
same period in 2008.  The Company repaid $2.0 million in long-term borrowings during the third quarter of 2009.

Security Ratings

The table below reflects the credit ratings for the outstanding debt instruments of the Company at September 30, 2009.  Changes in credit ratings
may affect the Company�s cost of short-term and long-term debt and its access to the credit markets.

Senior Short-Term
Rating Service Notes Rating
Moody�s Investors Service Baa1 P-2
Standard & Poor�s Ratings Services BBB A-2
Fitch Ratings   BBB+ F-2
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On September 28, 2009, S&P reaffirmed its ratings and stable outlook for the Company.

On March 6, 2009, Moody�s affirmed the existing Baa1 senior unsecured rating and P-2 short-term ratings for EQT and changed the outlook for
EQT to negative from stable, citing �the company�s ongoing evolution into a more upstream focused company.�  Moody�s also affirmed the Baa3
senior secured ratings for EQT�s sponsored structured vehicle, Appalachian NPI, LLC, but revised the outlook to negative from stable.

Fitch initiated coverage on EQT on March 20, 2009.  Fitch assigned a BBB+ rating to EQT�s senior unsecured debt and an F-2 default rating to
the short-term debt.  According to Fitch, the rating outlook is stable.

The Company�s credit ratings may be subject to revision or withdrawal at any time by the assigning rating organization and each rating should be
evaluated independently of any other rating.  The Company cannot ensure that a rating will remain in effect for any given period of time or that a
rating will not be lowered or withdrawn entirely by a credit rating agency if, in its judgment, circumstances so warrant.  If the credit rating
agencies downgrade the Company�s ratings, particularly below investment grade, the Company�s access to the capital markets may be limited,
borrowing costs and margin deposits would increase, counterparties may request additional assurances and the potential pool of investors and
funding sources may decrease.  The Company�s required margin deposits are subject to significant change as a result of factors other than credit
rating such as gas prices and credit thresholds set forth in agreements between the hedging counterparties and the Company.

The Company�s debt instruments and other financial obligations include provisions that, if not complied with, could require early payment,
additional collateral support or similar actions.  The most important default events include
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maintaining covenants with respect to maximum leverage ratio, insolvency events, nonpayment of scheduled principal or interest payments,
acceleration of other financial obligations, and change of control provisions.  The Company�s current credit facility�s financial covenants require a
total debt-to-total capitalization ratio of no greater than 65%.  The calculation of this ratio excludes the effects of accumulated other
comprehensive income (loss).  As of September 30, 2009, the Company was in compliance with all existing debt provisions and covenants.

Commodity Risk Management

The Company�s overall objective in its hedging program is to protect earnings from undue exposure to the risk of changing commodity prices. 
The Company�s risk management program includes the use of exchange-traded natural gas futures contracts and options and OTC natural gas
swap agreements and options (collectively, derivative commodity instruments) to hedge exposures to fluctuations in natural gas prices and for
trading purposes.  The derivative commodity instruments currently utilized by the Company are primarily fixed price swaps, collars and options.

The approximate volumes and prices of the Company�s total hedge position for 2009 through 2011 production are:

2009** 2010 2011
Swaps
Total Volume (Bcf) 9 23 19
Average Price per Mcf (NYMEX)* $ 5.91 $ 5.12 $ 5.10

Puts
Total Volume (Bcf) � 3 3
Average Floor Price per Mcf (NYMEX)* $ � $ 7.35 $ 7.35

Collars
Total Volume (Bcf) 6 17 14
Average Floor Price per Mcf (NYMEX)* $ 7.34 $ 7.28 $ 7.11
Average Cap Price per Mcf (NYMEX)* $ 13.68 $ 14.05 $ 14.12

* The above price is based on a conversion rate of 1.05 MMBtu/Mcf

**October through December

The Company�s current hedge position extends through 2015 and provides price protection for approximately 60% of expected natural gas
production sales volumes in 2009 and greater than 40% of expected natural gas production sales volumes through 2011. The Company�s
exposure to a $0.10 change in average NYMEX natural gas price is approximately $0.01 per diluted share for 2009 and approximately $0.04 per
diluted share per year for 2010 and 2011.  The Company also engages in a limited number of basis swaps to protect earnings from undue
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exposure to the risk of geographic disparities in commodity prices.

See Note C to the Company�s Condensed Consolidated Financial Statements for further discussion of the Company�s hedging activities.

Commitments and Contingencies

Several West Virginia lessors claimed in a suit filed on July 31, 2006 that EQT Production Company had underpaid royalties on gas produced
and marketed from leases. The suit sought compensatory and punitive damages, an accounting, and other relief.  The plaintiffs later amended
their complaint to name EQT as an additional defendant. While the Company believes that it paid the proper royalty, it established a reserve to
cover any potential liability. The Company has settled the litigation. The settlement covers all of the Company�s lessors in West Virginia who do
not opt out of the settlement. The Court has entered an order preliminarily approving the settlement, subject to a Formal Fairness Hearing, at
which class member objections to the terms of the settlement, if any, will be heard.  EQT also has the option to withdraw from the settlement if
insufficient class members opt in. The Company believes the reserve established for royalty matters is sufficient.

In the ordinary course of business, various other legal and regulatory claims and proceedings are pending or threatened against the Company. 
While the amounts claimed may be substantial, the Company is unable to predict
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with certainty the ultimate outcome of such claims and proceedings.  The Company has established reserves for pending matters, which it
believes are adequate, and after consultation with counsel and giving appropriate consideration to available insurance, the Company believes that
the ultimate outcome of any matter currently pending against the Company will not materially affect the financial position, results of operations
or liquidity of the Company.

Dividend

On October 21, 2009, the Board of Directors declared a regular quarterly cash dividend of 22 cents per share, payable December 1, 2009, to
shareholders of record on November 6, 2009.

Other Events

During the third quarter of 2009, the Company completed the relocation of its corporate headquarters and other operations to downtown
Pittsburgh.  As a result of the relocation, the Company recorded impairment expense of $4.0 million as selling, general and administrative
expense in the Statements of Consolidated Income.

On May 15, 2009, the Company completed a public offering of $700 million in aggregate principal amount of 8.125% Senior Notes (Senior
Notes) due June 1, 2019.  The proceeds from the offering were used to repay short-term borrowings under the Company�s revolving credit
facility and will fund part of the Company�s 2009 capital program.  The indenture governing the Senior Notes contains covenants that limit the
Company�s ability to, among other things, incur certain liens securing indebtedness, engage in certain sale and leaseback transactions, and enter
into certain consolidations, mergers, conveyances, transfers or leases of all or substantially all of the Company�s assets.

Critical Accounting Policies

The Company�s critical accounting policies are described in the notes to the Company�s consolidated financial statements for the year ended
December 31, 2008 contained in the Company�s Annual Report on Form 10-K.  Any new accounting policies or updates to existing accounting
policies as a result of new accounting pronouncements have been included in the notes to the Company�s Condensed Consolidated Financial
Statements for the period ended September 30, 2009.  The application of the Company�s critical accounting policies may require management to
make judgments and estimates about the amounts reflected in the Condensed Consolidated Financial Statements.  Management uses historical
experience and all available information to make these estimates and judgments, and different amounts could be reported using different
assumptions and estimates.
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Item 3.  Quantitative and Qualitative Disclosures About Market Risk

Derivative Commodity Instruments

The Company�s primary market risk exposure is the volatility of future prices for natural gas, which can affect the operating results of the
Company primarily through the EQT Production segment and the EQT Midstream segment.  The Company�s use of derivatives to reduce the
effect of this volatility is described in Note C to the Condensed Consolidated Financial Statements and under the caption �Commodity Risk
Management� in Management�s Discussion and Analysis of Financial Condition and Results of Operations of this Form 10-Q.  The Company uses
non-leveraged derivative commodity instruments that are placed with major financial institutions whose creditworthiness is continually
monitored.  The Company also enters into energy trading contracts to leverage its assets and limit its exposure to shifts in market prices.  The
Company�s use of these derivative financial instruments is implemented under a set of policies approved by the Company�s Corporate Risk
Committee and Board of Directors.

Commodity Price Risk

For the derivative commodity instruments used to hedge the Company�s forecasted production, the Company sets policy limits relative to the
expected production and sales levels, which are exposed to price risk.  For the derivative commodity instruments used to hedge forecasted
natural gas purchases and sales, which are exposed to price risk, the Company sets limits related to acceptable exposure levels.

The financial instruments currently utilized by the Company include futures contracts, swap agreements, collar agreements and option contracts,
which may require payments to or receipt of payments from counterparties based on the differential between a fixed and variable price for the
commodity.  The Company also considers options and other contractual agreements in implementing its commodity hedging strategy.

Management monitors price and production levels on a continuous basis and will make adjustments to quantities hedged as warranted.  The
Company�s overall objective in its hedging program is to ensure an adequate level of return for the well development and infrastructure
investment at EQT Production and EQT Midstream.

With respect to the derivative commodity instruments held by the Company for purposes other than trading as of September 30, 2009, the
Company hedged portions of expected equity production through 2015 and portions of forecasted purchases and sales by utilizing futures
contracts, swap agreements and collar agreements covering approximately 159.4 Bcf of natural gas.  See the �Commodity Risk Management�
section of Management�s Discussion and Analysis of Financial Condition and Results of Operations of this Form 10-Q for further discussion. 
The following sensitivity analysis estimates the potential effect on fair value or future earnings from derivative commodity instruments due to a
10% increase and a 10% decrease in commodity prices.  A hypothetical decrease of 10% in the market price of natural gas from the
September 30, 2009 levels would increase the fair value of non-trading natural gas derivative instruments by approximately $75.9 million.  A
hypothetical increase of 10% in the market price of natural gas from the September 30, 2009 levels would decrease the fair value of non-trading
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natural gas derivative instruments by approximately $73.0 million.

The Company determined the change in the fair value of the derivative commodity instruments using a method similar to its normal change in
fair value as described in Note 1 to the Company�s Annual Report on Form 10-K for the year ended December 31, 2008. The Company assumed
a 10% change in the price of natural gas from its levels at September 30, 2009.  The price change was then applied to the derivative commodity
instruments recorded on the Company�s Condensed Consolidated Balance Sheet, resulting in the change in fair value.
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The above analysis of the derivative commodity instruments held by the Company for purposes other than trading does not include the offsetting
impact that the same hypothetical price movement may have on the Company and its subsidiaries� physical sales of natural gas.  The portfolio of
derivative commodity instruments held for risk management purposes approximates the notional quantity of a portion of the expected or
committed transaction volume of physical commodities with commodity price risk for the same time periods.  Furthermore, the derivative
commodity instrument portfolio is managed to complement the physical transaction portfolio, reducing overall risks within limits.  Therefore, a
change to the fair value of the portfolio of derivative commodity instruments held for risk management purposes associated with the hypothetical
changes in commodity prices referenced above would be offset by an opposite impact on the underlying hedged physical transactions, assuming
the derivative commodity instruments are not closed out in advance of their expected term, the derivative commodity instruments continue to
function effectively as hedges of the underlying risk and the anticipated transactions occur as expected.

If the underlying physical transactions or positions are liquidated prior to the maturity of the derivative commodity instruments, a loss on the
financial instruments may occur, or the derivative commodity instruments might be worthless as determined by the prevailing market value on
their termination or maturity date, whichever comes first.

Other Market Risks

The Company is exposed to credit loss in the event of nonperformance by counterparties to derivative contracts.  This credit exposure is limited
to derivative contracts with a positive fair value.  The Company believes that NYMEX-traded futures contracts have minimal credit risk because
the Commodity Futures Trading Commission regulations are in place to protect exchange participants, including the Company, from potential
financial instability of the exchange members.  The Company manages the credit risk of its other derivative contracts by limiting dealings to
those counterparties who meet the Company�s criteria for credit and liquidity strength and continually monitoring counterparty risk factors.

The Company utilizes various processes and analysis to monitor and evaluate its credit risk exposures.  This includes closely monitoring current
market conditions, counterparty credit spreads and credit default swap rates.  Credit exposure is controlled through credit approvals and limits. 
To manage the level of credit risk, the Company enters transactions with financial counterparties that are of investment grade, enters into netting
agreements whenever possible and may obtain collateral or other security.

Approximately 54%, or $141.5 million, of OTC derivative contracts outstanding at September 30, 2009 have a positive fair value.  As of
September 30, 2009, all outstanding derivative contracts are with counterparties having an S&P rating of A- or above.

In September 2008, the credit support provider of one counterparty (Lehman Brothers Holding, Inc.) declared bankruptcy resulting in a default
under various derivative contracts with the Company.  As a result, those contracts were terminated and a reserve of approximately $5.0 million
was recorded against the entire balance due to the Company.  There is no additional income statement exposure to Lehman Brothers
Holding, Inc. beyond the reserve recorded in 2008.  As of September 30, 2009, the Company was not in default under any derivative contracts
and has no knowledge of default by any other counterparty to derivative contracts.  The Company made no adjustments to the fair value of
derivative contracts due to credit related concerns outside of the normal non-performance risk adjustment included in the Company�s established
fair value procedure.  The Company will continue to monitor market conditions that may impact the fair value of derivative contracts reported in
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the Condensed Consolidated Balance Sheet.

The Company is also exposed to the risk of nonperformance by credit customers on physical sales of natural gas.  A significant amount of
revenues and related accounts receivable from EQT Production are generated from the sale of produced natural gas to certain marketers,
including the Company�s wholly owned marketing subsidiary EQT Energy, and utility and industrial customers located mainly in the
Appalachian area.  Additionally, a significant amount of revenues and related accounts receivable from EQT Midstream is generated from the
sale of produced natural gas liquids to a gas processor in Kentucky and gathering of natural gas in Kentucky, Virginia, Pennsylvania and West
Virginia.

The Company has a $1.5 billion revolving credit facility that matures on October 26, 2011.  The credit facility is underwritten by a syndicate of
15 financial institutions each of which is obligated to fund its pro-rata portion of any
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borrowings by the Company.  Lehman Brothers Bank, FSB (Lehman) is one of the 15 financial institutions in the syndicate and has committed
to make loans not exceeding $95 million under the facility.  Lehman has failed to fund its portion of all recent borrowings by the Company
which effectively reduces the total amount available under the facility to $1,405 million.  As of September 30, 2009, the Company had no
outstanding short-term borrowings under the facility and a $24.4 million outstanding irrevocable standby letter of credit.  No one lender of the
15 financial institutions in the syndicate holds more than 10% of the facility.  The Company�s large syndicate group and relatively low
percentage of participation by each lender is expected to limit the Company�s exposure if further problems or consolidation occur in the banking
industry.
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Item 4.    Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of management, including the Company�s Principal Executive Officer and Principal Financial
Officer, an evaluation of the Company�s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended (the Exchange Act)), was conducted as of the end of the period covered by this report.  Based on that
evaluation, the Principal Executive Officer and Principal Financial Officer concluded that the Company�s disclosure controls and procedures
were effective as of the end of the period covered by this report.

Changes in Internal Control over Financial Reporting

There were no changes in internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange
Act) that occurred during the third quarter of 2009 that have materially affected, or are reasonably likely to materially affect, the Company�s
internal control over financial reporting.
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Item 1.  Legal Proceedings

Kay Company, LLC et al v. EQT Production Company et al, U.S. District Court, Southern District of West Virginia

Several West Virginia lessors claimed in a suit filed on July 31, 2006 that EQT Production Company had underpaid royalties on gas produced
and marketed from leases. The suit sought compensatory and punitive damages, an accounting and other relief.  The plaintiffs later amended
their complaint to name EQT as an additional defendant. While the Company believes that it paid the proper royalty, it established a reserve to
cover any potential liability. The Company has settled the litigation. The settlement covers all of the Company�s lessors in West Virginia who do
not opt out of the settlement. The Court has entered an order preliminarily approving the settlement, subject to a Formal Fairness Hearing, at
which class member objections to the terms of the settlement, if any, will be heard.  EQT also has the option to withdraw from the settlement if
insufficient class members opt in. The Company believes the reserve established for royalty matters is sufficient.

In addition to the claim disclosed above, in the ordinary course of business various other legal and regulatory claims and proceedings are
pending or threatened against the Company.  While the amounts claimed may be substantial, the Company is unable to predict with certainty the
ultimate outcome of such claims and proceedings.  The Company has established reserves for other pending matters, which it believes are
adequate, and after consultation with counsel and giving appropriate consideration to available insurance, the Company believes that the ultimate
outcome of any other matter currently pending against the Company will not materially affect the financial position, results of operations or
liquidity of the Company.

Item 1A.  Risk Factors

Information regarding risk factors is discussed in Item 1A, �Risk Factors� of the Company�s Form 10-K for the year ended December 31, 2008. 
There have been no material changes from the risk factors previously disclosed in the Company�s Form 10-K.
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PART II.  OTHER INFORMATION

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

The following table sets forth the Company�s repurchases of equity securities registered under Section 12 of the Exchange Act that occurred in
the three months ended September 30, 2009.

Period

Total
number of

shares
(or units)
purchased

(a)

Average
price paid
per share
(or unit)

Total number of
shares (or units)

purchased as part
of publicly

announced plans
or programs

Maximum number (or
approximate dollar
value) of shares (or

units) that may yet be
purchased under the

plans or programs (b)

July  2009
(July 1 � July 31) 3,079 $   34.01 � 8,385,400

August  2009
(August 1 � August 31) 2,686 $   39.32 � 8,385,400

September 2009
(September 1 � September 30) 3,685 $   41.27 � 8,385,400

Total 9,450 �

(a) Comprised solely of Company-directed purchases made by the Company�s 401(k) plans.

(b) EQT�s Board of Directors previously authorized a share repurchase program with a maximum of 50.0 million shares and no
expiration date.  The program was initially publicly announced on October 7, 1998 with subsequent amendments announced on
November 12, 1999, July 20, 2000, April 15, 2004 and July 13, 2005.
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PART II.  OTHER INFORMATION

Item 6.  Exhibits

10.1 Form of Participant Award Agreement (Phantom Stock Unit Award)

31.1 Rule 13(a)-14(a) Certification of Principal Executive Officer

31.2 Rule 13(a)-14(a) Certification of Principal Financial Officer

32 Section 1350 Certification of Principal Executive Officer and Principal Financial Officer

101 Interactive Data File*
*              In accordance with Rule 406T of Regulation S-T promulgated by the Securities and Exchange Commission,
Exhibit 101 is deemed not filed or part of a registration statement or prospectus for purposes of sections 11 or 12 of the
Securities Act of 1933, is deemed not filed for purposes of section 18 of the Securities Exchange Act of 1934, and
otherwise is not subject to liability under these sections.
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Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

EQT CORPORATION
(Registrant)

By: /s/ Philip P. Conti
Philip P. Conti

Senior Vice President and Chief Financial
Officer

Date:  October 29, 2009
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INDEX TO EXHIBITS

Exhibit # Document Description Incorporated by Reference

10.1 Form of Participant Award Agreement (Phantom Stock Unit Award) Filed herewith as Exhibit 10.1

31.1 Rule 13(a)-14(a) Certification of Principal Executive Officer Filed herewith as Exhibit 31.1

31.2 Rule 13(a)-14(a) Certification of Principal Financial Officer Filed herewith as Exhibit 31.2

32 Section 1350 Certification of Principal Executive Officer and Principal Financial
Officer

Filed herewith as Exhibit 32

101 Interactive Data File Filed herewith as Exhibit 101
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