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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.  20549

FORM 10-Q

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

For the quarterly period ended September 30, 2006

Commission file number 001-31539

ST. MARY LAND & EXPLORATION COMPANY
(Exact name of registrant as specified in its charter)

Delaware 41-0518430
(State or other jurisdiction (I.R.S. Employer Identification No.)

of incorporation or organization)

1776 Lincoln Street, Suite 700, Denver, Colorado 80203
(Address of principal executive offices)                              (Zip Code)

(303) 861-8140
(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.
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Yes x     No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.  See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act.  (Check one):

Large accelerated filer   x Accelerated filer   o Non-accelerated filer   o

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

Indicate the number of shares outstanding of each of the issuer�s classes of common stock as of the latest practicable date.

As of October 23, 2006, the registrant had 54,876,768  shares of common stock, $0.01 par value, outstanding.
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PART I.   FINANCIAL INFORMATION

ITEM 1.   FINANCIAL STATEMENTS

ST. MARY LAND & EXPLORATION COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(In thousands, except share amounts)

September 30, December 31,
2006 2005

ASSETS
Current assets:
Cash and cash equivalents $ 1,016 $ 14,925
Short-term investments 1,450 1,475
Accounts receivable 134,388 165,197
Refundable income taxes 21,495 �
Prepaid expenses and other 22,331 7,283
Accrued derivative asset 48,425 6,799
Deferred income taxes � 8,252
Total current assets 229,105 203,931

Property and equipment (successful efforts method), at cost:
Proved oil and gas properties 1,733,187 1,441,959
Less - accumulated depletion, depreciation, and amortization (595,902 ) (497,621 )
Unproved oil and gas properties, net of impairment allowance of $9,798 in 2006 and $9,862 in 2005 49,623 44,383
Wells in progress 89,056 55,505
Other property and equipment, net of accumulated depreciation of $9,262 in 2006 and $8,046 in 2005 6,271 5,340

1,282,235 1,049,566

Noncurrent assets:
Goodwill 9,452 9,452
Long-term derivative asset 19,191 575
Other noncurrent assets 4,031 5,223
Total noncurrent assets 32,674 15,250

Total Assets $ 1,544,014 $ 1,268,747

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable and accrued expenses $ 169,657 $ 164,957
Accrued derivative liability 15,113 34,037
Deferred income taxes 17,625 �
Total current liabilities 202,395 198,994

Noncurrent liabilities:
Long-term credit facility 66,000 �
Convertible notes 99,956 99,885
Asset retirement obligation 71,208 66,078
Net Profits Plan liability 154,195 136,824
Deferred income taxes 203,837 128,296
Accrued derivative liability 54,206 64,137
Other noncurrent liabilities 5,803 5,213
Total noncurrent liabilities 655,205 500,433

Commitments and contingencies

Stockholders� equity:
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Common stock, $0.01 par value: authorized � 200,000,000 shares; issued: 55,120,282 shares in 2006
and 57,011,740 shares in 2005; outstanding, net of treasury shares: 54,870,282 shares in 2006 and
56,761,740 shares in 2005 551 570
Additional paid-in capital 34,367 123,278
Treasury stock, at cost: 250,000 shares in 2006 and 250,000 shares in 2005 (4,784 ) (5,148 )
Deferred stock-based compensation � (5,593 )
Retained earnings 651,693 510,812
Accumulated other comprehensive income (loss) 4,587 (54,599 )
Total stockholders� equity 686,414 569,320

Total Liabilities and Stockholders� Equity $ 1,544,014 $ 1,268,747

The accompanying notes are an integral part of these consolidated financial statements.
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ST. MARY LAND & EXPLORATION COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(In thousands, except per share amounts)

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2006 2005 2006 2005

Operating revenues:
Oil and gas production revenue $ 188,159 $ 203,144 $ 550,181 $ 501,935
Oil and gas hedge gain (loss) 4,828 (8,441 ) 14,808 (8,967 )
Marketed gas and other revenue 4,252 8,355 12,787 18,508
Gain on sale of proved properties 801 246 7,233 220
Total operating revenues 198,040 203,304 585,009 511,696

Operating expenses:
Oil and gas production expense 44,998 38,071 129,490 100,418
Depletion, depreciation, amortization, and asset retirement obligation
accretion 39,817 36,952 110,118 100,933
Exploration 9,766 10,692 35,872 27,474
Impairment of proved properties 5,259 � 6,548 �
Abandonment and impairment of unproved properties 920 817 3,368 4,506
General and administrative 9,725 9,772 30,940 23,239
Change in Net Profits Plan liability (3,710 ) 54,857 17,370 71,253
Marketed gas system and other operating expense 3,975 7,620 12,981 17,569
Unrealized derivative loss (gain) 68 (60 ) 5,329 1,310
Total operating expenses 110,818 158,721 352,016 346,702

Income from operations 87,222 44,583 232,993 164,994

Nonoperating income (expense):
Interest income 90 83 1,454 263
Interest expense (2,170 ) (2,344 ) (5,098 ) (6,562 )

Income before income taxes 85,142 42,322 229,349 158,695
Income tax expense (29,265 ) (14,988 ) (82,866 ) (57,997 )

Net income $ 55,877 $ 27,334 $ 146,483 $ 100,698

Basic weighted-average common shares outstanding 55,398 56,640 56,564 56,941

Diluted weighted-average common shares outstanding 64,926 66,738 66,332 66,847

Basic net income per common share $ 1.01 $ 0.48 $
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