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CORPORATE INFORMATION

As we look in the rear view mirror and reflect on the year that just
passed, we are heartened by our successes given the  challeng-
ing natural gas price environment in the Rockies during most of
2007. Then, as we cast our eyes forward to see where we are
heading in 2008, Ultra’s position has never been better. In 2007,
we kept true to our goal of profitable growth by establishing new
records for production, earnings and cash flow. Our successes
position us for long-term growth in production and reserves while
maintaining our industry leading financial returns. Let’s discuss
2007 in greater detail.

Operationally, we achieved record production of 121.3 Bcfe, 
an increase of 32 percent from 91.6 Bcfe in 2006. This new, 
all-time record was established in spite of selling our Chinese 
offshore oil assets in October 2007. Over the past five years, our
production has grown over 300 percent or at a compound annual
growth rate of 43 percent – an exceptional accomplishment. 

A better sense of the true value that we are creating is measured
by our ability to increase our natural gas and crude oil reserves.
To continue being successful, we must add more natural gas 
and crude oil reserves annually than we produce. In 2007, we 
replaced 601 percent of our 2007 production with the increase in
our proved reserves. Our proved reserves grew to approximately
3.0 Tcfe. In addition to our proved reserves, our third party reser-
voir engineering firm has identified, engineered, and run very
profitable economics on 7.7 Tcfe of low-risk, near-proved natural
gas and crude oil reserves that are all located within the existing
fairway of the Pinedale and Jonah Fields. Therefore, Ultra’s total
reserves at year-end 2007 are 10.7 Tcfe, an increase from 9.9
Tcfe at year-end 2006. This increase is primarily a direct result of
our efforts to better delineate the field.

As always, our cost structure remains at the forefront of our 
daily operations. In 2007, we were leaders in our industry with
low costs both in terms of total costs as well as finding and 
development costs. On a per unit basis, total costs registered
$2.61 per Mcfe, and finding and development costs were an 
industry leading $0.98 per Mcfe. Our net income break even was
an exceptional $2.29 per Mcfe and our cash flow break even is
still under one dollar coming in at an excellent $0.88 per Mcfe.



During 2007, we endured some of the weakest natural gas prices in recent years.
Ultra’s realized natural gas price in 2007 was $4.66 per Mcf, down 22 percent 
when compared to $6.00 per Mcf in 2006. While suffering these low natural gas
prices, we still achieved record revenues of $566.6 million and record earnings of 
$263.0 million, or $1.66 per diluted share. Our return on equity was 36 percent and
return on average capital employed was 27 percent. With the strength in our financial
performance, we continued to buy back stock under the share repurchase plan that
we implemented in 2006.  During 2007, we repurchased 1,696,492 shares at an
average price of $56.76 per share. Since the inception of the program, we have
repurchased an aggregate $294.5 million at a weighted average price of $51.73 
per share. This represents almost four percent of the company’s outstanding shares.
With the strength in our financial performance and the firm belief that our assets are
worth more tomorrow than they are today, there is no better way to invest in Ultra’s
future than repurchasing our own stock.

Over the past seven years, we have systematically increased the number of wells
drilled in tandem with the increase in our annual capital budget. In 2007 we spent
$712.3 million, the largest capital budget in the company’s history, while drilling 
212 gross (105 net) wells with a 100 percent drilling success rate in Wyoming. 
The average days to drill a well reached a new record of 35 days, a 43 percent 
improvement over 61 days in 2006. There was even a new record established of 
17.5 days for spud to total depth (TD). The overall improvement in drilling efficiencies
is best illustrated by the fact that 75 percent of the wells drilled spud to TD in 2007
were in 40 days or less. This is a remarkable improvement as prior to 2007, there
had never been a well drilled in less than 40 days. 

Let us look ahead at 2008’s largest value drivers creating what I believe will be
Ultra’s best year ever. 

We will lead the industry with organic production growth while continuing to deliver
strong returns. Maintaining our low cost structure is the best way to protect our
strong returns. The size of our natural gas resource in Wyoming, as measured by
Original Gas in Place and recoverable natural gas net to Ultra, will keep expanding
through our multi-year delineation drilling program. We will deliberately execute our
development plan to test the field limits and drill in new sections to more fully 
understand the potential of the field. The additional interstate natural gas pipeline
capacity out of the Rockies to the Midwest and eventually the Northeast has already
had a positive impact on increasing Wyoming natural gas prices that we believe is
permanent. With the anticipated increased access to acreage in Pinedale, we will
accelerate development of the natural gas resource to the benefit of the American
energy consumers and our shareholders. As we evolve to a “fit for purpose” rig fleet
this will translate into additional cost savings and we will reap the benefits. We will
continue to re-invest in Ultra through our share repurchase program because we
believe our long-life natural gas assets will be worth more tomorrow than they are
today.
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kept true to our 
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In summary, over the past handful of years, we have deliberately made strategic
decisions that are now playing out and setting the stage for growth and additional
value creation. We continue to make similar strategic decisions today. Investing in 
our delineation, exploration, and non-sand pay projects will drive tomorrow’s value. 

It is noteworthy to mention that Ultra was listed in the Wall Street Journal’s 
“Best Performers List” in 2008. Based on a five-year average stock return of over 
70 percent, the company is one of the top 25 performing companies in the United
States. 

I wish to thank the Board of Directors for their guidance and counsel throughout the
year. I would also like to give special recognition to board member Jim Roe who
retired this past year and welcome our newest director Roger Brown. I would like 
to thank all the Ultra employees who execute on our plan day in and day out and
through their focused and deliberate efforts drive current and future shareholder
value. The company’s continued success and ability to create shareholder value is
the direct result of their hard work and dedication. And, above all, I wish to thank 
our shareholders for continuing to invest their trust in Ultra Petroleum. I believe 
that 2008 will be our best year ever.

“Investing in our 

delineation, 

exploration, and 

non-sand pay 

projects will drive

tomorrow’s value.

I believe that 2008 

will be our best 

year ever.”

Michael D. Watford 
Chairman, President 
and Chief Executive Officer
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