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SPINNAKER EXPLORATION COMPANY

CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

As of

March 31,

2003

As of

December 31,

2002

(Unaudited)
ASSETS

CURRENT ASSETS:
Cash and cash equivalents $ 23,158 $ 32,543
Accounts receivable, net of allowance for doubtful accounts of $3,232 at March 31, 2003 and December 31,
2002, respectively 46,002 37,572
Other 13,272 11,438

Total current assets 82,432 81,553

PROPERTY AND EQUIPMENT:
Oil and gas, on the basis of full-cost accounting:
Proved properties 953,967 879,840
Unproved properties and properties under development, not being amortized 143,365 141,326
Other 14,862 14,461

1,112,194 1,035,627
Less�Accumulated depreciation, depletion and amortization (309,371) (274,773)

Total property and equipment 802,823 760,854

OTHER ASSETS 234 308

Total assets $ 885,489 $ 842,715

LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Accounts payable $ 15,491 $ 29,453
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Accrued liabilities and other 42,621 38,542
Hedging liabilities 23,548 19,917
Asset retirement obligations, current portion 3,728 �  

Total current liabilities 85,388 87,912

ASSET RETIREMENT OBLIGATIONS 23,547 �  
DEFERRED INCOME TAXES 70,235 61,826
COMMITMENTS AND CONTINGENCIES

EQUITY:
Preferred stock, $0.01 par value; 10,000,000 shares authorized; no shares issued and outstanding at March
31, 2003 and December 31, 2002, respectively �  �  
Common stock, $0.01 par value; 50,000,000 shares authorized; 33,206,648 shares issued and 33,193,944
shares outstanding at March 31, 2003 and 33,184,463 shares issued and 33,171,759 shares outstanding at
December 31, 2002 332 332
Additional paid-in capital 596,454 596,087
Retained earnings 124,635 109,337
Less: Treasury stock, at cost, 12,704 shares at March 31, 2003 and
December 31, 2002, respectively (32) (32)
Accumulated other comprehensive loss (15,070) (12,747)

Total equity 706,319 692,977

Total liabilities and equity $ 885,489 $ 842,715

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

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

(Unaudited)

Three Months
Ended March 31,

2003 2002

REVENUES $ 71,671 $ 32,600
EXPENSES:
Lease operating expenses 5,493 3,409
Depreciation, depletion and amortization�natural gas and oil properties 32,835 17,377
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Depreciation and amortization�other 311 173
Accretion expense 495 �  
General and administrative 3,039 2,678

Total expenses 42,173 23,637

INCOME FROM OPERATIONS 29,498 8,963
OTHER INCOME (EXPENSE):
Interest income 65 44
Interest expense, net (149) (294)

Total other income (expense) (84) (250)

INCOME BEFORE INCOME TAXES 29,414 8,713
Income tax expense 10,589 3,137

INCOME BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE 18,825 5,576
Cumulative effect of change in accounting principle (3,527) �  

NET INCOME $ 15,298 $ 5,576

BASIC INCOME PER COMMON SHARE:
Income before cumulative effect of change in accounting principle $ 0.57 $ 0.20
Cumulative effect of change in accounting principle (Note 3) (0.11) �  

NET INCOME PER COMMON SHARE $ 0.46 $ 0.20

DILUTED INCOME PER COMMON SHARE:
Income before cumulative effect of change in accounting principle $ 0.56 $ 0.20
Cumulative effect of change in accounting principle (0.11) �  

NET INCOME PER COMMON SHARE $ 0.45 $ 0.20

WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING:
Basic 33,191 27,338

Diluted 33,684 28,467

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
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(In thousands)

(Unaudited)

Three Months

Ended March 31,

2003 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 15,298 $ 5,576
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Depreciation, depletion and amortization 33,146 17,550
Accretion expense 495 �  
Deferred income tax expense 10,459 3,437
Cumulative effect of change in accounting principle 3,527 �  
Other 83 299
Change in operating assets and liabilities:
Accounts receivable (8,430) (2,734)
Accounts payable and accrued liabilities (4,604) 16,096
Other assets (452) (8,227)

Net cash provided by operating activities 49,522 31,997
CASH FLOWS FROM INVESTING ACTIVITIES:
Oil and gas property expenditures (59,872) (76,123)
Proceeds from sale of natural gas and oil assets 1,148 �  
Purchases of other property and equipment (401) (594)

Net cash used in investing activities (59,125) (76,717)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings �  37,000
Proceeds from exercise of stock options 218 852

Net cash provided by financing activities 218 37,852

NET DECREASE IN CASH AND CASH EQUIVALENTS (9,385) (6,868)
CASH AND CASH EQUIVALENTS, beginning of year 32,543 14,061

CASH AND CASH EQUIVALENTS, end of period $ 23,158 $ 7,193

SUPPLEMENTAL CASH FLOW DISCLOSURES:
Cash paid for interest, net of amounts capitalized $ 74 $ 155

Cash paid for income taxes, net $ �  $ �  

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

Notes to Interim Consolidated Financial Statements (Unaudited)

March 31, 2003

1. Basis of Presentation

The accompanying unaudited consolidated financial statements of Spinnaker Exploration Company (�Spinnaker� or the �Company�) have been
prepared in accordance with generally accepted accounting principles for interim financial information and the instructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by accounting principles generally
accepted in the United States for complete financial statements. In the opinion of management, all adjustments (consisting only of normal and
recurring adjustments) necessary to present a fair statement of the results for the periods included herein have been made and the disclosures
contained herein are adequate to make the information presented not misleading. Interim period results are not necessarily indicative of results of
operations or cash flows for a full year. These consolidated financial statements and the notes thereto should be read in conjunction with the
Company�s Annual Report on Form 10-K for the year ended December 31, 2002.

2. Summary of Significant Accounting Policies

Statement of Financial Accounting Standards (�SFAS�) No. 148, �Accounting for Stock-Based Compensation�Transition and Disclosure,� amends
SFAS No. 123 to provide alternative methods of transition for an entity that voluntarily changes to the fair value based method of accounting for
stock-based employee compensation and to require prominent disclosure about the effects on reported net income of an entity�s accounting policy
decisions with respect to stock-based employee compensation. SFAS No. 148 amends Accounting Principles Board (�APB�) Opinion No. 28,
�Interim Financial Reporting,� to require disclosure about those effects in interim financial information.

SFAS No. 123, �Accounting for Stock-Based Compensation,� encourages, but does not require, companies to record compensation cost for
stock-based employee compensation plans at fair value. The Company has chosen to account for stock-based compensation using the intrinsic
value method prescribed in APB Opinion No. 25, �Accounting for Stock Issued to Employees,� and related interpretations. Accordingly,
compensation cost for stock options is measured as the excess, if any, of the fair value of the Common Stock at the date of the grant over the
amount an employee must pay to acquire the Common Stock. In accordance with APB Opinion No. 25, compensation expense related to
stock-based compensation was $0 and $0.1 million in the first quarter of 2003 and the first quarter of 2002, respectively. Had compensation cost
for the Company�s stock option compensation plans been determined based on the fair value at the grant dates for awards under these plans
consistent with the method of SFAS No. 123, the Company�s pro forma net income and pro forma net income per common share would have
been as follows (in thousands, except per share amounts):

Three Months Ended
March 31,

2003 2002

Net income, as reported $ 15,298 $ 5,576
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Add: Stock-based employee compensation expense included in reported net income, net of
related tax effects �  66
Deduct: Total stock-based employee compensation expense determined under fair value based
method for all awards, net of related tax effects (1,845) (2,885)

Pro forma net income $ 13,453 $ 2,757

Net income per common share:
Basic, as reported $ 0.46 $ 0.20

Basic, pro forma $ 0.41 $ 0.10

Diluted, as reported $ 0.45 $ 0.20

Diluted, pro forma $ 0.39 $ 0.09

3. Asset Retirement Obligations

Effective January 1, 2003, Spinnaker adopted SFAS No. 143, �Accounting for Asset Retirement Obligations.� SFAS No. 143 requires entities to
record a liability for asset retirement
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obligations at fair value in the period in which it is incurred and a corresponding increase in the carrying amount of the related long-lived asset.
As of January 1, 2003, the Company recorded asset retirement costs of $21.4 million and asset retirement obligations of $26.0 million. The
cumulative effect of change in accounting principle was $3.5 million, net of taxes of $2.0 million.

The reconciliation of the beginning and ending asset retirement obligations as of March 31, 2003 was as follows (in thousands):

Asset retirement obligations, as of December 31, 2002 $ �  
Liabilities upon adoption of SFAS No. 143 on January 1, 2003 25,954
Liabilities incurred 826
Liabilities settled �  
Accretion expense 495
Revisions in estimated cash flows �  

Asset retirement obligations, as of March 31, 2003 $ 27,275

The following table summarizes the pro forma net income and earnings per share for the three months ended March 31, 2002 and for the years
ended December 31, 2002, 2001 and 2000 as if SFAS No. 143 had been adopted on January 1, 2000 (in thousands, except per share amounts):
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March 31,
2002

December 31,

2002 2001 2000

Net income:
As reported $ 5,576 $ 31,579 $ 66,226 $ 38,566
Pro forma 5,271 30,419 65,084 37,341

Net income per share, as reported:
Basic $ 0.20 $ 1.00 $ 2.45 $ 1.70
Diluted 0.20 0.97 2.34 1.61

Net income per share, pro forma:
Basic $ 0.19 $ 0.96 $ 2.40 $ 1.65
Diluted 0.19 0.93 2.29 1.56

The following table summarizes pro forma asset retirement obligations as of March 31, 2002 and December 31, 2002, 2001 and 2000 as if SFAS
No. 143 had been adopted on January 1, 2000 (in thousands):

March 31,
2002

December 31,

2002 2001 2000

Asset retirement obligations, pro forma $ 23,918 $ 25,949 $ 22,020 $ 15,926

4. Earnings Per Share

Basic and diluted net income per common share were computed based on the following information (in thousands, except per share amounts):

Three Months Ended
March 31,

2003 2002

Numerator:
Net income $ 15,298 $ 5,576

Denominator:
Basic weighted average number of shares 33,191 27,338

Dilutive securities:
Stock options 493 1,129

Diluted adjusted weighted average number of shares and assumed conversions 33,684 28,467

Basic income per common share:
Income before cumulative effect of change in accounting principle $ 0.57 $ 0.20
Cumulative effect of change in accounting principle (0.11) �  
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Net income per common share $ 0.46 $ 0.20

Diluted income per common share:
Income before cumulative effect of change in accounting principle $ 0.56 $ 0.20
Cumulative effect of change in accounting principle (0.11) �  

Net income per common share $ 0.45 $ 0.20

5. Credit Facility

On December 28, 2001, the Company replaced its $75.0 million credit facility with an unsecured $200.0 million credit facility (�Credit Facility�)
with a group of seven banks. The borrowing base of the three-year Credit Facility is re-determined on a semi-annual basis each year. The banks
and Spinnaker also have the option to request one additional re-determination each year. The banks determine the borrowing base in their sole
discretion and in their usual and customary manner. The amount of the borrowing base is a function of the banks� view of the Company�s reserve
profile as well as commodity prices. The current borrowing base is $100.0 million. The Company has the option to elect to use a base interest
rate as described below or the LIBOR rate plus, for each such rate, a spread based on the percentage of the borrowing base used at that time. The
base interest rate under the Credit Facility is a fluctuating rate of interest equal to the higher of either (i) Toronto-Dominion Bank�s base rate for
dollar advances made in the United States or (ii) the Federal Funds Rate plus 0.5% per annum. The commitment fee rate ranges from 0.3% to
0.5%, depending on the borrowing base usage. The Credit Facility
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contains various covenants and restrictive provisions. At March 31, 2003, the Company was in compliance with the covenants and restrictive
provisions.

6. Derivatives and Hedging

The Company enters into New York Mercantile Exchange (�NYMEX�) related swap contracts and collar arrangements from time to time. These
swap contracts and collar arrangements will settle based on the reported settlement price on the NYMEX for the last trading day of each month
for natural gas.

In a swap transaction, the counterparty is required to make a payment to the Company for the difference between the fixed price and the
settlement price if the settlement price is below the fixed price. The Company is required to make a payment to the counterparty for the
difference between the fixed price and the settlement price if the settlement price is above the fixed price. As of March 31, 2003, Spinnaker�s
commodity price risk management positions in fixed price natural gas swap contracts and related fair values were as follows:

Period Average
Daily

Volume
(MMBtus)

Weighted

Average

Price

Fair Value

(in thousands)
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(Per
MMBtu)

Second Quarter 2003 53,297 $ 3.55 $ (7,563)
Third Quarter 2003 50,000 3.55 (7,197)
Fourth Quarter 2003 50,000 3.63 (7,089)

Total $ (21,849)

In a collar arrangement, the counterparty is required to make a payment to the Company for the difference between the fixed floor price and the
settlement price if the settlement price is below the fixed floor price. The Company is required to make a payment to the counterparty for the
difference between the fixed ceiling price and the settlement price if the settlement price is above the fixed ceiling price. Neither party is
required to make a payment if the settlement price falls between the fixed floor price and the fixed ceiling price. As of March 31, 2003,
Spinnaker�s commodity price risk management positions in natural gas collar arrangements and related fair values were as follows:

Period

Average
Daily

Volume
(MMBtus)

Weighted
Average

Floor Price
(PerMMBtu)

Weighted
Average

Ceiling Price
(Per MMBtu)

Fair Value

(in thousands)

Second Quarter 2003 15,000 $ 3.25 $ 5.21 $ (246)
Third Quarter 2003 15,000 3.25 5.21 (610)
Fourth Quarter 2003 15,000 3.25 5.21 (843)

Total $ (1,699)

The Company reported net liabilities of $23.5 million and $19.9 million related to its financial derivative contracts as of March 31, 2003 and
December 31, 2002, respectively. Amounts related to hedging activities were as follows (in thousands):

As of

March 31,

2003

As of

December 31,

2002

Current assets:
Deferred tax asset related to hedging activities $ 8,478 $ 7,170
Current liabilities:
Hedging liabilities $ 23,548 $ 19,917
Accumulated other comprehensive loss:
Accumulated other comprehensive loss $ (23,548) $ (19,917)
Income taxes 8,478 7,170

Accumulated other comprehensive loss $ (15,070) $ (12,747)
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The Company recognized a net hedging loss of $17.7 million and a net hedging gain of $8.3 million in revenues in the first quarter of 2003 and
the first quarter of 2002, respectively. Based on future natural gas prices as of March 31, 2003, the Company would reclassify a net loss of $15.1
million from accumulated other comprehensive loss to earnings within the next twelve months. The amounts ultimately reclassified into earnings
will vary due to changes in the fair value of the open derivative contracts prior to settlement. There was no ineffective component of the
derivatives recognized in earnings during the first quarter of 2003 and $0.1 million in the first quarter of 2002.

7. Comprehensive Income

The following are components of comprehensive income (loss) (in thousands):

Three Months Ended

March 31,

2003 2002

Net income $ 15,298 $ 5,576
Other comprehensive income (loss), net of tax:
Net change in fair value of derivative financial instruments (13,679) (13,172)
Financial derivative settlements reclassified to income, net of tax 11,356 (5,285)

Comprehensive income (loss) $ 12,975 $ (12,881)
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

Cautionary Statement About Forward-Looking Statements

Some of the information in this quarterly report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. The forward-looking statements speak only as of the date made,
and the Company undertakes no obligation to update such forward-looking statements. These forward-looking statements may be identified by
the use of the words �believe,� �expect,� �anticipate,� �will,� �contemplate,� �would� and similar expressions that contemplate future events. These future
events include the following matters:

� financial position;

Edgar Filing: SPINNAKER EXPLORATION CO - Form 10-Q

Table of Contents 12



� business strategy;

� budgets;

� amount, nature and timing of capital expenditures, including future development costs;

� drilling of wells;

� natural gas and oil reserves;

� timing and amount of future production of natural gas and oil;

� operating costs and other expenses;

� cash flow and anticipated liquidity;

� prospect development and property acquisitions; and

� marketing of natural gas and oil.

Numerous important factors, risks and uncertainties may affect the Company�s operating results, including:

� the risks associated with exploration;

� delays in anticipated start-up dates;

� the ability to find, acquire, market, develop and produce new properties;

� natural gas and oil price volatility;

� uncertainties in the estimation of proved reserves and in the projection of future rates of production and timing of development
expenditures;

� downward revisions of proved reserves and the related negative impact on the depreciation, depletion and amortization (�DD&A�) rate;

� production and reserves concentrated in a small number of properties;
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� operating hazards attendant to the natural gas and oil business;

� drilling and completion risks, which costs are generally not recoverable from third parties or insurance;

� potential mechanical failure or under-performance of significant wells;

� impact of weather conditions on timing and costs of operations;

� availability and cost of material and equipment;

� actions or inactions of third-party operators of the Company�s properties;

� the ability to find and retain skilled personnel;

� availability of capital;

� the strength and financial resources of competitors;

� regulatory developments;

� environmental risks; and

� general economic conditions.

Any of the factors listed above and other factors contained in this quarterly report could cause the Company�s actual results to differ materially
from the results implied by these or any other forward-looking statements made by the Company or on its behalf. The Company cannot provide
assurance that future results will meet its expectations. You should pay particular attention to the risk factors and cautionary statements
described in the Company�s annual report on Form 10-K for the year ended December 31, 2002.

10
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Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates. Significant estimates include DD&A of proved natural gas and oil properties. Natural gas and oil reserve estimates, which
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are the basis for unit-of-production DD&A and the full cost ceiling test, are inherently imprecise and are expected to change as future
information becomes available. In addition, alternatives may exist among various accounting methods. In such cases, the choice of accounting
method may also have a significant impact on reported amounts. The Company�s critical accounting policies are as follows:

Full Cost Method of Accounting

The Company uses the full cost method of accounting for its investments in natural gas and oil properties. Under this method, all acquisition,
exploration and development costs, including certain related employee costs, incurred for the purpose of exploring for and developing natural
gas and oil are capitalized. Acquisition costs include costs incurred to purchase, lease or otherwise acquire property. Exploration costs include
the costs of drilling exploratory wells, including those in progress, geological and geophysical service costs and depreciation of support
equipment used in exploration activities. Development costs include the costs of drilling development wells and costs of completions, platforms,
facilities and pipelines. Costs associated with production and general corporate activities are expensed in the period incurred. Sales of natural gas
and oil properties, whether or not being amortized currently, are accounted for as adjustments of capitalized costs, with no gain or loss
recognized, unless such adjustments would significantly alter the relationship between capitalized costs and proved reserves of natural gas and
oil. Application of the full cost method of accounting for oil and gas properties generally results in higher capitalized costs, no exploration costs
and higher DD&A rates than the application of the successful efforts method of accounting.

DD&A

The Company computes the provision for DD&A of natural gas and oil properties using the unit-of-production method based upon production
and estimates of proved reserve quantities. Unevaluated costs and related carrying costs are excluded from the amortization base until the
properties associated with these costs are evaluated. In addition to costs associated with evaluated properties, the amortization base includes
estimated future development costs and estimated salvage values associated with asset retirement costs.

Certain future development costs may be excluded from amortization when incurred in connection with major development projects expected to
entail significant costs to ascertain the quantities of proved reserves attributable to the properties under development. The amounts that may be
excluded are portions of the costs that relate to the major development project and have not previously been included in the amortization base
and the estimated future expenditures associated with the development project. Such costs may be excluded from costs to be amortized until the
earlier determination of whether additional reserves are proved or impairment occurs.

As of March 31, 2003, the Company excluded from the amortization base estimated future expenditures of $29.3 million associated with
common development costs for its deepwater discovery on Green Canyon Blocks 338/339 (�Front Runner�). This estimate of future expenditures
associated with common development costs is based on existing proved reserves to total proved reserves expected to be established upon
completion of the Front Runner project.

If the $29.3 million had been included in the amortization base as of March 31, 2003, and no additional reserves were assigned to the Front
Runner project, the DD&A rate as of March 31, 2003 would have been $2.49 per Mcfe, or an increase of $0.09 over the actual DD&A rate of
$2.40 per Mcfe. All future development costs associated with the deepwater discovery at Front Runner are included in the determination of
estimated future net cash flows from proved natural gas and oil reserves used in the full cost ceiling calculation, as discussed below.

Full Cost Ceiling
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Capitalized costs of natural gas and oil properties, net of accumulated DD&A, asset retirement obligations and related deferred taxes, are limited
to the estimated future net cash flows from proved natural gas and oil reserves, including the effects of hedging activities in place as of March
31, 2003, discounted at 10%, plus the lower of cost or fair value of
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unproved properties, as adjusted for related income tax effects (full cost ceiling). If capitalized costs of the full cost pool exceed the ceiling
limitation, the excess is charged to expense.

As of March 31, 2003, the Company�s full cost ceiling, including estimated future net cash flows calculated using commodity prices of $5.52 per
Mcf of natural gas and $28.93 per barrel of oil and condensate, exceeded capitalized costs of natural gas and oil properties, net of accumulated
DD&A, asset retirement obligations and related deferred taxes, by approximately $161.5 million. Considering the volatility of natural gas and oil
prices, it is probable that the Company�s estimate of discounted future net cash flows from proved natural gas and oil reserves will change in the
near term. If natural gas or oil prices decline, even if for only a short period of time, or if the Company has downward revisions to its estimated
proved reserves, it is possible that write-downs of natural gas and oil properties could occur in the future.

Capitalized Employee and Other General and Administrative Costs

Under the full cost method of accounting, certain costs are capitalized that are directly identified with acquisition, exploration and development
activities. These capitalized costs include salaries, employee benefits, costs of consulting services and other related costs and do not include
costs related to production, general corporate overhead or similar activities. Spinnaker capitalized employee and other general and administrative
costs of $1.8 million and $1.5 million in the first quarter of 2003 and 2002, respectively.

Unproved Properties

The costs associated with unproved properties and properties under development are not initially included in the amortization base and relate to
unevaluated leasehold acreage and delay rentals, seismic data, wells in-progress and wells pending determination. Unevaluated leasehold costs
and delay rentals are either transferred to the amortization base with the costs of drilling the related well or are assessed quarterly for possible
impairment or reduction in value. Unevaluated leasehold costs and delay rentals are transferred to the amortization base if a reduction in value
has occurred. The costs of seismic data are transferred to the amortization base using the sum-of-the-year�s-digits method over a period of six
years. The costs associated with wells in-progress and wells pending determination are transferred to the amortization base once a determination
is made whether or not proved reserves can be assigned to the property. The costs of drilling exploratory dry holes and associated leasehold costs
are included in the amortization base immediately upon determination that the well is unsuccessful.

Asset Retirement Obligations

The Company recognizes the fair value of a liability for an asset retirement obligation in the period in which it is incurred. The associated asset
retirement costs are capitalized as part of the carrying amount of the asset. The fair value of a liability for an asset retirement obligation is the
amount at which that liability could be settled in a current transaction between willing parties. The Company uses the expected cash flow
approach for calculating asset retirement obligations. The liability is discounted using the credit-adjusted risk-free interest rate in effect when the
liability is initially recognized. The changes in the liability for an asset retirement obligation due to the passage of time are measured by applying
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an interest method of allocation to the amount of the liability at the beginning of the period. This amount is recognized as an increase in the
carrying amount of the liability and as accretion expense classified as an operating item in the statement of operations.

Natural Gas and Oil Reserves

The process of estimating natural gas and oil reserves is complex. It requires various assumptions, including natural gas and oil prices, drilling
and operating expenses, capital expenditures, taxes and availability of funds. The Company must project production rates and timing of
development expenditures. The Company analyzes available geological, geophysical,
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production and engineering data, and the extent, quality and reliability of this data can vary. Therefore, estimates of natural gas and oil reserves
are inherently imprecise.

Actual future production, natural gas and oil prices, revenues, taxes, development expenditures, operating expenses and quantities of recoverable
natural gas and oil reserves most likely will vary from estimates. Any significant variance could materially affect the estimated quantities and net
present value of reserves. In addition, the Company may adjust estimates of proved reserves to reflect production history, results of exploration
and development, prevailing natural gas and oil prices and other factors, many of which are beyond the Company�s control. A significant
percentage of the Company�s proved reserves are either undeveloped or non-producing. Recovery of undeveloped reserves generally requires
significant capital expenditures and successful drilling operations. The reserve data assumes that the Company will make these expenditures.
Although the Company estimates its reserves and the costs associated with developing them in accordance with industry standards, the estimated
costs may be inaccurate, development may not occur as scheduled and results may not be as estimated. Because most of the reserve estimates are
not based on a lengthy production history and are calculated using volumetric analysis, these estimates are less reliable than estimates based on a
lengthy production history.

Other Property and Equipment

The costs associated with seismic hardware and software are included in other property and equipment. These costs are amortized into the full
cost pool using the straight-line method over three years. Amortization was $0.5 million and $0.2 million in the first quarter of 2003 and the first
quarter of 2002, respectively.

Stock-Based Compensation

SFAS No. 148, �Accounting for Stock-Based Compensation�Transition and Disclosure,� amends SFAS No. 123 to provide alternative methods of
transition for an entity that voluntarily changes to the fair value based method of accounting for stock-based employee compensation and to
require prominent disclosure about the effects on reported net income of an entity�s accounting policy decisions with respect to stock-based
employee compensation. SFAS No. 148 amends APB Opinion No. 28, �Interim Financial Reporting,� to require disclosure about those effects in
interim financial information.
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SFAS No. 123, �Accounting for Stock-Based Compensation,� encourages, but does not require, companies to record compensation cost for
stock-based employee compensation plans at fair value. The Company has chosen to account for stock-based compensation using the intrinsic
value method prescribed in APB Opinion No. 25, �Accounting for Stock Issued to Employees,� and related interpretations. Accordingly,
compensation cost for stock options is measured as the excess, if any, of the fair value of the Common Stock at the date of the grant over the
amount an employee must pay to acquire the Common Stock. In accordance with APB Opinion No. 25, compensation expense related to
stock-based compensation was $0 and $0.1 million in the first quarter of 2003 and the first quarter of 2002, respectively.

13
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Related Parties

The Company purchases oilfield goods, equipment and services from Baker Hughes Incorporated (�Baker Hughes�), Cooper Cameron Corporation
(�Cooper Cameron�) and other oilfield services companies in the ordinary course of business. The Company incurred charges of approximately
$2.2 million in the first quarter of 2003 from affiliates of Baker Hughes. Mr. Michael E. Wiley, a director of Spinnaker, serves as Chairman of
the Board, Chief Executive Officer and President of Baker Hughes. The Company incurred charges of less than $0.1 million in the first quarter
of 2003 from Cooper Cameron. Mr. Sheldon R. Erikson, a director of Spinnaker, serves as Chairman of the Board, Chief Executive Officer and
President of Cooper Cameron. Spinnaker believes that these transactions are at arm�s-length and the charges it pays for such goods, equipment
and services are competitive with the charges and fees of other companies providing oilfield goods, equipment and services to the oil and gas
exploration and production industry.

Overview

Financial and operating results in the first quarter of 2003 compared to the first quarter of 2002 included:

� Production of 13.7 billion cubic feet gas equivalent (�Bcfe�), up 40%.

� Revenues of $71.7 million, up 120%.

� Income from operations of $29.5 million, up 229%.

� Net income of $15.3 million, up 174%.

� Net cash provided by operating activities before changes in operating assets and liabilities of $63.0 million, up 135%.

Net cash provided by operating activities before changes in operating assets and liabilities is presented because of its acceptance as an indicator
of the ability of an oil and gas exploration and production company to internally fund exploration and development activities. This measure
should not be considered as an alternative to net cash provided by operating activities as defined by generally accepted accounting principles. A
reconciliation of net cash provided by operating activities before changes in operating assets and liabilities to net cash provided by operating
activities is shown below:
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Three Months Ended

March 31,

2003 2002

Net cash provided by operating activities $ 49,522 $ 31,997
Change in operating assets and liabilities 13,486 (5,135)

Net cash provided by operating activities before changes in operating assets and liabilities $ 63,008 $ 26,862

14
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Results of Operations

The following table sets forth certain operating information with respect to the natural gas and oil operations of the Company:

Three Months Ended
March 31,

2003 2002

Production:
Natural gas (MMcf) 11,585 9,345
Oil and condensate (MBbls) 352 73
Total (MMcfe) 13,699 9,785

Revenues (in thousands):
Natural gas $ 77,488 $ 23,020
Oil and condensate 12,075 1,367
Net hedging income (loss) (17,743) 8,258
Other (149) (45)

Total $ 71,671 $ 32,600

Average sales price per unit:
Natural gas revenues from production (per Mcf) $ 6.69 $ 2.46
Effects of hedging activities (per Mcf) (1.53) 0.89

Average price (per Mcf) $ 5.16 $ 3.35

Oil and condensate revenues from production (per Bbl) $ 34.28 $ 18.60
Effects of hedging activities (per Bbl) �  �  

Average price (per Bbl) $ 34.28 $ 18.60

Total revenues from production (per Mcfe) $ 6.54 $ 2.49
Effects of hedging activities (per Mcfe) (1.30) 0.85
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Total average price (per Mcfe) $ 5.24 $ 3.34

Expenses (per Mcfe):
Lease operating expenses $ 0.40 $ 0.35
Depreciation, depletion and amortization�natural gas and oil properties $ 2.40 $ 1.78

Income from operations (in thousands) $ 29,498 $ 8,963

Three Months Ended March 31, 2003 as Compared to the Three Months Ended March 31, 2002

Revenues, including the effects of hedging activities, increased $39.1 million in the first quarter of 2003 compared to the first quarter of 2002.
The increase in revenues was primarily due to higher production and natural gas and oil prices in the first quarter of 2003 compared to the first
quarter of 2002. Excluding the effects of hedging activities, natural gas revenues increased $54.5 million and oil and condensate revenues
increased $10.7 million. Revenues from natural gas hedging activities and other decreased $26.1 million in the first quarter of 2003 compared to
the first quarter of 2002.

Production increased approximately 3.9 Bcfe in the first quarter of 2003 compared to the first quarter of 2002. Average daily production in the
first quarter of 2003 was 152 million cubic feet gas equivalent (�MMcfe�) compared to 109 MMcfe in the same period of 2002. Natural gas
revenues increased $54.5 million due to higher production and prices in the first quarter of 2003. Natural gas production increased 2.2 Bcfe in
the first quarter of 2003 compared to the same period in 2002. Excluding the effects of hedging activities, first quarter 2003 natural gas prices
averaged $6.69 per Mcf compared to $2.46 per Mcf in the first quarter of 2002. Oil and condensate revenues increased $10.7 million due to
higher production and prices in the first quarter of 2003. Oil and condensate production increased 279 thousand barrels (�MBbls�) compared to the
same period in 2002. First quarter 2003 oil and condensate prices averaged $34.28 per barrel compared to $18.60 per barrel in the same period
of 2002.
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Lease operating expenses increased $2.1 million in the first quarter of 2003 compared to the first quarter of 2002. Of the total increase in lease
operating expenses, approximately $1.6 million was attributable to wells on five new blocks that commenced production subsequent to March
31, 2002 and $1.1 million was attributable to higher operating costs on existing wells, offset in part by a decrease of $0.6 million in workover
expenses. The overall increase in the lease operating expense rate per Mcfe in the first quarter of 2003 compared to the same period in 2002
resulted from higher lease operating rates associated with new wells compared to historical average lease operating rates due to well locations,
transportation and gathering agreements, processing requirements and the addition of compression facilities at several locations.

DD&A increased $15.6 million in the first quarter of 2003 compared to the first quarter of 2002. Of the total increase in DD&A, $9.4 million
related to higher production volumes of 3.9 Bcfe, $6.1 million related to an increase in the DD&A rate per Mcfe in the first quarter of 2003 and
$0.1 million related to increased depreciation of other property and equipment compared to the same period in 2002. The increase in the DD&A
rate was primarily due to unsuccessful wells and higher finding costs associated with discoveries since March 31, 2002.

General and administrative expenses increased $0.4 million in the first quarter of 2003 compared to the first quarter of 2002. The increase in
general and administrative expenses was primarily due to higher employment-related costs associated with an increase in the number of
employees during 2002.
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Interest income increased less than $0.1 million in the first quarter of 2003 compared to the first quarter of 2002. Interest expense decreased $0.1
million in the first quarter of 2003 compared to the first quarter of 2002 primarily due to interest associated with borrowings of $37.0 million in
the first quarter of 2002.

Income tax expense increased $7.5 million in the first quarter of 2003 compared to the first quarter of 2002 due to higher earnings in the first
quarter of 2003. Income taxes were accrued at a 36% effective tax rate in the first quarter of 2003 and 2002.

The Company recognized net income of $15.3 million, or $0.46 per basic share and $0.45 per diluted share, in the first quarter of 2003 compared
to net income of $5.6 million, or $0.20 per basic share and $0.20 per diluted share, in the first quarter of 2002.

Liquidity and Capital Resources

The Company has experienced and expects to continue to experience substantial capital requirements, primarily due to its active exploration and
development programs in the Gulf of Mexico. Spinnaker has capital expenditure plans for 2003 totaling approximately $260.0 million.
Additions to property and equipment of $77.7 million in the first quarter of 2003 included asset retirement costs of $22.2 million. Spinnaker has
participated in a significant deepwater oil discovery, Front Runner, with a 25% non-operator working interest. Spinnaker has incurred
inception-to-date capital expenditures associated with Front Runner of $93.0 million. As of March 31, 2003, the Company expects to incur
approximately $67.5 million in future development costs related to Front Runner, including approximately $27.5 million in the remainder of
2003, $21.0 million in 2004 and $19.0 million thereafter.

Natural gas and oil prices have a significant impact on the Company�s cash flows available for capital expenditures and its ability to borrow and
raise additional capital. The amount the Company can borrow under its Credit Facility is subject to periodic re-determination based in part on
changing expectations of future prices. Lower prices may also reduce the amount of natural gas and oil that the Company can economically
produce. Lower prices and/or lower production may decrease revenues, cash flows and the borrowing base under the Credit Facility, thus
reducing the amount of financial resources available to meet the Company�s capital requirements. The Company believes that working capital,
cash flows from operations and proceeds from available borrowings under its Credit Facility will be sufficient to meet its capital requirements in
the next twelve months. However, additional debt or equity financing may be required in the future to fund growth and exploration and
development programs. In the event additional capital resources are unavailable, the Company may curtail its drilling, development and other
activities or be forced to sell some of its assets on an untimely or unfavorable basis.

Spinnaker has an effective shelf registration statement relating to the potential public offer and sale by the Company or certain of its affiliates of
up to $500.0 million of any combination of debt securities, preferred stock, common stock, warrants, stock purchase contracts and trust preferred
securities from time to time or when financing needs arise. The registration statement does not provide assurance that the Company will or could
sell any such securities.

Cash and cash equivalents decreased $9.4 million to $23.2 million at March 31, 2003. The components of the decrease in cash and cash
equivalents include $59.1 million used in investing activities, $49.5 million provided by operating activities and $0.2 million provided by
financing activities.
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Operating Activities

Net cash provided by operating activities in the first quarter of 2003 increased 55% to $49.5 million primarily due to higher commodity prices
and production. Cash flow from operations is dependent upon the Company�s ability to increase production through its exploration and
development programs and the prices of natural gas and oil. The Company has made significant investments to expand its operations in the Gulf
of Mexico.

The Company sells its natural gas and oil production under fixed or floating market price contracts. Spinnaker enters into hedging arrangements
from time to time to reduce its exposure to fluctuations in natural gas and oil prices and to achieve more predictable cash flow. However, these
contracts also limit the benefits the Company would realize if prices increase. See �Item 3. Quantitative and Qualitative Disclosures About
Market Risk.�

The Company�s cash flow from operations also depends on its ability to manage working capital, including accounts receivable, accounts payable
and accrued liabilities. The net increase of $8.4 million in accounts receivable was primarily related to an increase of $13.9 million in the natural
gas and oil revenue accrual at March 31, 2003 due to higher production and commodity prices in March 2003 compared to December 2002,
offset by a decrease of $5.5 million in joint interest billings and other receivables. The net decrease of $4.6 million in accounts payable and
accrued liabilities was primarily due to the level of drilling and development activities as of March 31, 2003 compared to December 31, 2002.

Investing Activities

Net cash used in investing activities was $59.1 million in the first quarter of 2003 and included oil and gas property capital expenditures of $59.8
million and purchases of other property and equipment of $0.4 million. The Company received proceeds of $1.1 million from the sale of natural
gas and oil assets in the first quarter of 2003.

As part of its strategy, the Company explores for natural gas and oil at deeper drilling depths and in the deep waters of the Gulf of Mexico,
where operations are more difficult and costly than at shallower drilling depths and in shallower waters. Along with higher risks and costs
associated with these areas, greater opportunity exists for reserve additions. The Company has experienced and will continue to experience
significantly higher drilling costs for its deep shelf and deepwater projects relative to the drilling costs on shallower depth shelf projects in the
Gulf of Mexico. The Company drilled four wells in the first quarter of 2003, three of which were successful. The Company drilled 26 wells in
2002, 14 of which were successful. Since inception and through March 31, 2003, the Company has drilled 124 wells, 73 of which were
successful, representing a success rate of 59%. Dry hole costs, including associated leasehold costs, were $5.4 million in the first quarter of
2003.

The Company has capital expenditure plans for 2003 totaling approximately $260.0 million, primarily for costs related to exploration and
development programs. The Company does not anticipate any significant abandonment or dismantlement expenditures in 2003. Actual levels of
capital expenditures may vary due to many factors, including drilling results, natural gas and oil prices, the availability of capital, industry
conditions, acquisitions, decisions of operators and other prospect owners and the prices of drilling rig dayrates and other oilfield goods and
services. The costs associated with unproved properties and properties under development not included in the amortization base were as follows
(in thousands):
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As of

March 31,

2003

As of

December 31,

2002

Leasehold, delay rentals and seismic data $ 113,028 $ 122,409
Wells in-progress 9,198 17,639
Wells pending determination 19,887 �  
Other 1,252 1,278

Total $ 143,365 $ 141,326
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Financing Activities

Net cash provided by financing activities of $0.2 million in the first quarter of 2003 related to proceeds from stock option exercises.

On December 28, 2001, the Company replaced its $75.0 million credit facility with an unsecured $200.0 million Credit Facility with a group of
seven banks. The borrowing base of the three-year Credit Facility is re-determined on a semi-annual basis each year. The banks and Spinnaker
also have the option to request one additional re-determination each year. The banks determine the borrowing base in their sole discretion and in
their usual and customary manner. The amount of the borrowing base is a function of the banks� view of the Company�s reserve profile as well as
commodity prices. The current borrowing base is $100.0 million. The Company has the option to elect to use a base interest rate as described
below or the LIBOR rate plus, for each such rate, a spread based on the percentage of the borrowing base used at that time. The base interest rate
under the Credit Facility is a fluctuating rate of interest equal to the higher of either (i) Toronto-Dominion Bank�s base rate for dollar advances
made in the United States or (ii) the Federal Funds Rate plus 0.5% per annum. The commitment fee rate ranges from 0.3% to 0.5%, depending
on the borrowing base usage.

The Credit Facility contains various covenants and restrictive provisions, including the following limitations, subject to some exceptions, where
the Company:

� may not incur any other indebtedness from borrowings, except for indebtedness arising under hedging agreements, indebtedness
incurred in the ordinary course of business not to exceed $1.0 million, unsecured vendor indebtedness of the Company related to
purchases of 2-D and 3-D seismic data made in the ordinary course of business in an amount not to exceed $25.0 million and other
unsecured indebtedness in an amount not to exceed $10.0 million in the aggregate;

� may not incur any liens upon properties or assets other than permitted liens securing indebtedness of up to $1.0 million, liens on the
2-D and 3-D seismic data securing the indebtedness permitted to acquire such data, pledges or deposits to secure hedging agreements
up to $15.0 million, liens on property required as a condition to enter into a synthetic lease transaction in the ordinary course of
business and other liens in the ordinary course of business;
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� may not dispose of any assets or properties except obsolete equipment, inventory sold in the ordinary course of business, reserves in
non-proved categories, a second license in certain seismic data, or interests in natural gas and oil properties included in the borrowing
base in an aggregate amount not to exceed $25.0 million in any fiscal year;

� may not make or pay any dividend, distribution or payment in respect of capital stock nor purchase, redeem, acquire, retire or permit
any reduction or retirement of capital stock in excess of $10.0 million in any fiscal year;

� must maintain the ratio of consolidated current assets to consolidated current liabilities as of the end of each fiscal quarter so that it is
not less than 1.00 to 1.00. For purposes of the calculation, availability under the Credit Facility is included as current assets, any
payments of principal owing under the Credit Facility required to be repaid within one year from the time of the calculation are
excluded from current liabilities and mark-to-market hedging exposure is excluded from both current assets and current liabilities;

� must maintain a tangible net worth so that it is not less than the sum of 80% of the tangible net worth as of September 30, 2001, plus
50% of the adjusted consolidated net income for each fiscal quarter since the closing of the Credit Facility, plus 75% of the proceeds
from the sale of any security, including without limitation, common equity, preferred equity or other equity interests or equity
securities including warrants, options and the like issued after the closing of the Credit Facility; and

� may not enter into any hedging agreement unless the percent of volumes to be hedged to estimated production volumes for such month
from total internally-projected proved reserves does not exceed: 100% for the period one to three months from and after the hedging
agreement transaction date, 66 2/3% for the period four to 18 months from and after the hedging agreement transaction date and
33 1/3% for the period 19 to 36 months from and after the hedging agreement transaction date. Additionally, at no time will any
hedging agreement of any nature have a counterparty with a minimum long-term senior unsecured indebtedness rating less than �BBB+�
by Standard & Poor�s or �Baa1� by Moody�s Investors Services, Inc. at the time that such counterparty entered into the relevant
transaction under such hedging agreement and at no time will exposure to any single counterparty exceed 25% of the estimated
twelve-month production volumes from total proved reserves.
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At March 31, 2003, the Company was in compliance with the covenants and restrictive provisions and had no outstanding borrowings under the
Credit Facility. The Company expects to borrow under the Credit Facility in the second quarter of 2003 and to be in compliance with the
covenants and restrictive provisions for the next twelve months.

Contractual Obligations

The Company leases administrative offices, office equipment and oil and gas equipment under non-cancelable operating leases. The Company
had no long-term debt, capital lease or purchase obligations or other contractual long-term liabilities as of March 31, 2003.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk
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The Company is exposed to changes in interest rates. Changes in interest rates affect the interest earned on cash and cash equivalents and the
interest rate paid on borrowings under the Credit Facility. The Company does not currently use interest rate derivative financial instruments to
manage exposure to interest rate changes, but may do so in the future.

Commodity Price Risk

The Company�s revenues, profitability and future growth depend substantially on prevailing prices for natural gas and oil. Prices also affect the
amount of cash flow available for capital expenditures and the Company�s ability to borrow and raise additional capital. Lower prices may also
reduce the amount of natural gas and oil that the Company can economically produce. The Company sells its natural gas and oil production
under fixed or floating market price contracts. Spinnaker enters into hedging arrangements from time to time to reduce its exposure to
fluctuations in natural gas and oil prices and to achieve more predictable cash flow. Spinnaker does not enter into such hedging arrangements for
trading purposes. However, these contracts also limit the benefits the Company would realize if prices increase. The Company�s current financial
derivative contracts include fixed price swap contracts and cashless collar arrangements that have been placed with major trading counterparties
the Company believes represent minimum credit risks. Spinnaker cannot provide assurance that these trading counterparties will not become
credit risks in the future. Under its current hedging practice, the Company generally does not hedge more than 66 2/3% of its estimated
twelve-month production quantities without the prior approval of the risk management committee of the board of directors.

The Company enters into NYMEX related swap contracts and collar arrangements from time to time. These swap contracts and collar
arrangements will settle based on the reported settlement price on the NYMEX for the last trading day of each month for natural gas.

In a swap transaction, the counterparty is required to make a payment to the Company for the difference between the fixed price and the
settlement price if the settlement price is below the fixed price. The Company is required to make a payment to the counterparty for the
difference between the fixed price and the settlement price if the settlement price is above the fixed price. As of March 31, 2003, Spinnaker�s
commodity price risk management positions in fixed price natural gas swap contracts and related fair values were as follows:
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Period

Average

Daily

Volume
(MMBtus)

Weighted

Average

Price

(Per MMBtu)

Fair Value

(in thousands)

Second Quarter 2003 53,297 $ 3.55 $ (7,563)
Third Quarter 2003 50,000 3.55 (7,197)
Fourth Quarter 2003 50,000 3.63 (7,089)

Total $ (21,849)
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In a collar arrangement, the counterparty is required to make a payment to the Company for the difference between the fixed floor price and the
settlement price if the settlement price is below the fixed floor price. The Company is required to make a payment to the counterparty for the
difference between the fixed ceiling price and the settlement price if the settlement price is above the fixed ceiling price. Neither party is
required to make a payment if the settlement price falls between the fixed floor price and the fixed ceiling price. As of March 31, 2003,
Spinnaker�s commodity price risk management positions in natural gas collar arrangements and related fair values were as follows:

Period

Average
Daily

Volume
(MMBtus)

Weighted
Average

Floor Price
(Per MMBtu)

Weighted
Average

Ceiling Price
(Per MMBtu)

Fair Value

(in thousands)

Second Quarter 2003 15,000 $ 3.25 $ 5.21 $ (246)
Third Quarter 2003 15,000 3.25 5.21 (610)
Fourth Quarter 2003 15,000 3.25 5.21 (843)

Total $ (1,699)

The Company reported net liabilities of $23.5 million and $19.9 million related to its financial derivative contracts as of March 31, 2003 and
December 31, 2002, respectively. Amounts related to hedging activities were as follows (in thousands):

As of

March 31,

2003

As of

December 31,

2002

Current assets:
Deferred tax asset related to hedging activities $ 8,478 $ 7,170

Current liabilities:
Hedging liabilities $ 23,548 $ 19,917

Accumulated other comprehensive loss:
Accumulated other comprehensive loss $ (23,548) $ (19,917)
Income taxes 8,478 7,170

Accumulated other comprehensive loss $ (15,070) $ (12,747)

The Company recognized a net hedging loss of $17.7 million and a net hedging gain of $8.3 million in revenues in the first quarter of 2003 and
the first quarter of 2002, respectively. Based on future natural gas prices as of March 31, 2003, the Company would reclassify a net loss of $15.1
million from accumulated other comprehensive loss to earnings within the next twelve months. The amounts ultimately reclassified into earnings
will vary due to changes in the fair value of the open derivative contracts prior to settlement. There was no ineffective component of the
derivatives recognized in earnings during the first quarter of 2003 and $0.1 million in the first quarter of 2002.

To calculate the potential effect of the derivative contracts on future revenues, the Company applied NYMEX natural gas forward prices as of
March 31, 2003 to the quantity of the Company�s natural gas production covered by those derivative contracts as of that date. The following table
shows the estimated potential effects of the derivative financial instruments on future revenues (in thousands):
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Derivative Instrument

Estimated Decrease
in Revenues at

Current Prices

Estimated Decrease
in Revenues with
10% Decrease in

Prices

Estimated Decrease
in Revenues with
10% Increase in

Prices

Fixed price swap transactions $ (21,849) $ (15,643) $ (28,226)
Collar arrangements $ (1,699) $ (985) $ (2,797)

Subsequent to March 31, 2003, Spinnaker entered into additional swap contracts for May, June and July of 2003. Spinnaker�s current commodity
price risk management positions in fixed price natural gas swap contracts were as follows:

Period

Average
Daily

Volume
(MMBtus)

Weighted

Average

Price

(Per MMBtu)

Second Quarter 2003 60,000 $ 3.78
Third Quarter 2003 53,370 3.69
Fourth Quarter 2003 50,000 3.63

Settlements of financial derivative contracts in April and May 2003 resulted in a net loss of $5.1 million. As of May 13, 2003, the fair value of
Spinnaker�s current commodity price risk management positions in fixed price natural gas swap contracts and natural gas collar arrangements
was a net liability of approximately $34.5 million, using natural gas forward prices as of May 13, 2003.

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures. Within 90 days before the filing of this quarterly report on Form 10-Q, the Company�s
principal executive officer and principal financial officer evaluated the effectiveness of the Company�s disclosure controls and procedures.
Based on the evaluation, the Company�s principal executive officer and principal financial officer believe that:

� the Company�s disclosure controls and procedures are designed to ensure that information required to be disclosed by the Company in
the reports it files or submits under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the
time periods specified in the Securities and Exchange Commission�s rules and forms; and

� the Company�s disclosure controls and procedures were effective to ensure that material information was accumulated and
communicated to the Company�s management, including the Company�s principal executive officer and principal financial
officer, as appropriate to allow timely decisions regarding required disclosure.

(b)
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Changes in internal controls. There have been no significant changes in the Company�s internal controls or in other factors that could
significantly affect the Company�s internal controls subsequent to their evaluation, nor have there been any corrective actions with regard to
significant deficiencies or material weaknesses.

PART II�OTHER INFORMATION

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits

See �Exhibit Index.�

(b) Reports on Form 8-K

None.
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SIGNATURES

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.

SPINNAKER EXPLORATION COMPANY

Date: May 15, 2003
By:

/s/    ROBERT M. SNELL        

Robert M. Snell

Vice President, Chief Financial

Officer and Secretary

Date: May 15, 2003
By:

/s/    JEFFREY C. ZARUBA        

Jeffrey C. Zaruba
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Vice President, Treasurer and

Assistant Secretary

22

Table of Contents

CERTIFICATION OF

PRINCIPAL EXECUTIVE OFFICER

OF SPINNAKER EXPLORATION COMPANY

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT

I, Roger L. Jarvis, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Spinnaker Exploration Company;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
quarterly report;

4. The registrant�s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this quarterly
report is being prepared;

b) evaluated the effectiveness of the registrant�s disclosure controls and procedures as of a date within 90 days prior to the filing date of
this quarterly report (the �Evaluation Date�); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

5. The registrant�s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant�s auditors and the audit
committee of registrant�s board of directors (or persons performing the equivalent function):
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a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant�s ability to record,
process, summarize and report financial data and have identified for the registrant�s auditors any material weaknesses in internal
controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant�s
internal controls; and

6. The registrant�s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation,
including any corrective actions with regard to significant deficiencies and material weaknesses.

Date:  May 15, 2003

/s/    ROGER L.
JARVIS        

Name:

Title:

Roger L. Jarvis

Chief Executive
Officer
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CERTIFICATION OF

PRINCIPAL FINANCIAL OFFICER

OF SPINNAKER EXPLORATION COMPANY

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT

I, Robert M. Snell, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Spinnaker Exploration Company;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
quarterly report;
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4. The registrant�s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this quarterly
report is being prepared;

b) evaluated the effectiveness of the registrant�s disclosure controls and procedures as of a date within 90 days prior to the filing date of
this quarterly report (the �Evaluation Date�); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

5. The registrant�s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant�s auditors and the audit
committee of registrant�s board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant�s ability to record,
process, summarize and report financial data and have identified for the registrant�s auditors any material weaknesses in internal
controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant�s
internal controls; and

6. The registrant�s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation,
including any corrective actions with regard to significant deficiencies and material weaknesses.

Date: May 15, 2003

/s/     ROBERT M.
SNELL        

Name:

Title:

Robert M. Snell

Chief Financial
Officer
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Number

12.1 �Calculation of Ratios of Earnings to Fixed Charges and Combined Fixed Charges and Preferred Dividends

99.1 �Certification of Chief Executive Officer of Spinnaker Exploration Company

99.2 �Certification of Chief Financial Officer of Spinnaker Exploration Company
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