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PART I—FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

FX ENERGY, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
(Unaudited)

(in thousands)

June 30, December 31,
2009 2008
ASSETS
Current assets:
Cash and cash eqUIVAIENTS ..........ccveiiiieiiie e $ 6,171 $ 16,588
Marketable SECUITIES ........ciiiiriiieieee s 255 4,105
Receivables:
Accrued 0il and gas SAlES ........ccccveiiiiiiicii e 866 1,093
Other TECRIVADIES ...ttt r e e e st e e e s e e s reaeee e 2,319 1,720
INpUt VAT receivable.......c.coeiv i 815 2,514
AT 1 0] o SRR UPPTRR 220 211
OLNEr CUMTENT SSELS....c.viuievieiieiesiiete sttt 226 450
TOtAl CUMTENE ASSEES ...vveeee et et ee e e e et e e e et e e e s e e e seree e e e e e e e ennes 10,872 26,681
Property and equipment, at cost:
Oil and gas properties (successful efforts method):
0 001V /=To ISR 30,501 28,600
LT o {01V~ SR 2,760 2,770
Other property and eQUIPMENT ..........ooviiieiieieieisre e 7,210 6,667
Gross property and qUIPIMENT .........ccoviereieieisise e 40,471 38,037
Less accumulated depreciation, depletion and amortization....................... (11,704) (11,164)
Net property and EQUIPMENT ..........ocerieieieiiiecee e 28,767 26,873
Other assets:
Certificates Of dePOSIt.......ccviieiiee e 406 406
LLOAN TRES ...ttt et 869 842
TOtal OtNEE ASSELS ..eeeciiereiee et 1,275 1,248
TTOTAL ASSEES ..ttt ettt ettt et e e e et e e e et e e et e e et e e et e et e ene s $ 40914 $ 54,802

-Continued-

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



FX ENERGY, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
(Unaudited)

(in thousands, except share data)
-Continued-

June 30, December 31,
2009 2008
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
ACCOUNES PAYADIE......c.viveiiiicicc e $ 5815 $ 7,779
ACCIUEH TTADIITIES ... 390 4,937
Total current HabIlITIES .....ovveeeiiviie e 6,205 12,716
Long-term liabilities:
NOES PAYADIE. ... .o 25,000 25,000
Asset retirement 0blgation ..o 1,912 1,932
Total long-term labilities.........ccoveiiiiiiiei e 26,912 26,932
Total HADITTIES ....ccvviiceiic e 33,117 39,648

Stockholders’ equity:
Preferred stock, $0.001 par value, 5,000,000 shares authorized
as of June 30, 2009 and December 31, 2008; no shares
OUESTANGING ... - --
Common stock, $0.001 par value, 100,000,000 shares authorized
as of June 30, 2009 and December 31, 2008; 42,451,228
and 42,202,878 shares issued and outstanding as of June 30,

2009 and December 31, 2008, reSPectiVely .........ccceoeiriininineneiieieeains 42 42
Additional paid-in capital ..........ccoooveiiiiiie 159,654 158,075
Cumulative translation adjustment ............ccevvvvereviesieere s 21,515 17,137
AccumMUIAted defiCit........ccooviiiieeic e (173,414) (160,100)
Total Stockholders” QUILY ....vovveveiiiieie e 7,797 15,154

Total liabilities and stockholders’ equity ........ccccooeiiiiiieiiniec e, $ 40,914 $ 54,802

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



FX ENERGY, INC. AND SUBSIDIARIES

Consolidated Statements of Operations and Comprehensive Income (L0sS)

(Unaudited)

(in thousands, except per share amounts)

For the three months
ended June 30,

For the six months

ended June 30,

2009 2008 2009 2008
Revenues:
Oil and gas SaleS.......c.c.ceeeveveeieeieeeeeeeeeee e, $ 1,833 4,197 $ 3,59 $ 7,469
Oilfield SErVICES.....cocvieiiiiese e 633 998 653 1,951
Total rEVENUES.....c.veiiieiie e 2,466 5,195 4,248 9,420
Operating costs and expenses:
Lease operating EXPENSES ......covvveveeeevereerieseesrennns 811 891 1,558 1,768
EXPloration COStS ......cccvcveierere s 1,265 2,226 3,385 6,277
Oilfield SErviCeS COStS.......covieieeeiieeiieecie e 437 710 618 1,276
Depreciation, depletion and amortization............... 374 732 748 1,447
ACCIEtion EXPENSE ...c.vevieeeieiierierie e 8 21 16 42
Stock COmMPenSsation..........cccecvvvvenieeieerecne e 444 619 883 1,245
General and administrative..........ccoceeererievenenenn, 1,670 1,654 3,402 3,360
Total operating costs and eXpenses...........ccevew... 5,009 6,853 10,610 15,415
Operating loSs ..o (2,543) (1,658) (6,362) (5,995)
Other income (expense):
Interest income (expense), net and
other inComMe (EXPENSE) ..vvvevvereereerierieseeseeeereerieien, (137) 76 (272) 99
Foreign exchange gain (10SS) ........ccccvvererniencniennns 13,770 94 (6,680) 116
Total other income (EXPENSE).....ccccvevereerrereerenen 13,633 170 (6,952) 215
Net iNCOME (10SS) .vovvevverierirrrsieeeeee s, 11,090 (1,488) (13,314) (5,780)
Other comprehensive income (loss)
Foreign currency translation adjustment................... (10,983) - 4,378 -
Increase (decrease) in market value of
available for sale marketable securities.................... - 82 - (223)
Comprehensive income (loss) $ 107 $ (1406) $ (8,936) $ (6,003)
Net income (loss) per common share
BaSIC.evvevieiisieiciise s $ 0.26 $ (0.04) $ (0.31) $ (0.15)
DIHULEA ..o $ 0.26 $ (0.04) $ (0.31) $ (0.15)
Weighted average common shares outstanding
BaSIC..ovivieiicieee s 42,451 40,303 42,424 39,678
Dilutive effect of stock options...........cccceeerevenes 153 - - -
DIlULEd ..o 42,604 40,303 42,424 39,678

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



FX ENERGY, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(Unaudited)

(in thousands)

For the Six Months Ended

June 30,
2009 2008
Cash flows from operating activities:
NEEHOSS ..ot $ (13,314) $ (5,780)
Adjustments to reconcile net loss to net cash used in
operating activities:
Depreciation, depletion and amortization..............ccccccoevenene. 748 1,447
ACCIEtioN EXPENSE ...o.veiieeieieieeie et 16 42
Amortization of bank fees .........ccccvveviiiicii 92 91
StOCK COMPENSALION......eeviiiiiieecie e 883 1,245
Foreign exchange 10SSes (Qains) ........ccoceverveiveininenenicneeen 5,410 (116)
Common stock issued for SErVices ........ccccvvvvvvivererviieerienennn, 724 665
Increase (decrease) from changes in working capital items:
RECEIVADIES ... 509 (3,418)
INVENTOTY ..o 9) (33)
Other CUMTeNt @SSELS ....cvveiieiieie e 195 214
OFNEr @SSELS ....vveviiiiisie et (122) 61
Accounts payable and accrued liabilities..............ccocoovnennene. (2,623) (1,930)
Net cash used in operating activities...........ccccovvvrireriennnn. (7,491) (7,512)
Cash flows from investing activities:
Additions to oil and gas Properties .......ccccccevvvveevieiieenieesieennnns (4,064) (4,760)
Additions to other property and equipment.........c.cccceveveieeninns (545) (523)
Additions to marketable SECUMLIES..........ccevvvevieiie e (10) (204)
Proceeds from maturities of marketable securities.................... 4,398 6,000
Net cash (used in) provided by investing activities ............ (221) 513
Cash flows from financing activities:
Payments on loan related to auction-rate securities.................... (2,709) -
Proceeds from exercise of stock options and warrants................ -- 7,169
Net cash (used in) provided by financing activities............ (2,709 7,169
Effect of exchange rate changes on cash...........ccocceviiiicncnn, 4 -
Net increase (decrease) in Cash...........ccocveveriiciiinicenscc (10,417) 170
Cash and cash equivalents at beginning of year...........c.cc.coeeeenee 16,588 4,262
Cash and cash equivalents at end of period............cccccooeveiennnne $ 6,171 $ 4,432

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



FX ENERGY, INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
(Unaudited)

Note 1: Basis of Presentation

The interim financial data are unaudited; however, in the opinion of the management of
FX Energy, Inc. and subsidiaries (“FX Energy” or the “Company”), the interim data include all
adjustments, consisting only of normal recurring adjustments, necessary for a fair presentation of the
results for the interim periods. The interim financial statements should be read in conjunction with
FX Energy’s annual report on Form 10-K for the year ended December 31, 2008, and Form 10-Q for the
quarter ended March 31, 2009, including the consolidated financial statements and notes thereto.

The consolidated financial statements include the accounts of FX Energy and its wholly owned
subsidiaries and FX Energy’s undivided interests in Poland. All significant intercompany accounts and
transactions have been eliminated in consolidation. At June 30, 2009, FX Energy owned 100% of the
voting stock of all of its subsidiaries.

New Accounting Pronouncements

In October 2008 the Financial Accounting Standards Board, or FASB, issued Staff Position
(“FSP”) SFAS No. 157-3, “Determining the Fair Value of a Financial Asset When the Market for That
Asset Is Not Active.” This FSP clarifies the application of Statement of Financial Accounting Standard,
or SFAS, No. 157, “Fair Value Measurements” (“SFAS No. 157”), in an inactive market and provides an
example to illustrate key considerations in determining the fair value of a financial asset when the market
for that financial asset is not active. This FSP was effective October 10, 2008, and must be applied to
prior periods for which financial statements have not been issued. The application of this FSP did not
have a material impact on the Company’s consolidated financial statements.

In April 2009, the FASB issued three FSPs to provide additional application guidance and
enhance disclosures regarding fair value measurements and impairments of securities. FSP FAS 157-4,
“Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have
Significantly Decreased and ldentifying Transactions That Are Not Orderly,” provides guidelines for
making fair value measurements more consistent with the principles presented in SFAS No. 157. FSP
FAS 107-1 and APB 28-1, “Interim Disclosures about Fair Value of Financial Instruments,” enhances
consistency in financial reporting by increasing the frequency of fair value disclosures. FSP FAS 115-2
and FAS 124-2, “Recognition and Presentation of Other-Than-Temporary Impairments,” provides
additional guidance designed to create greater clarity and consistency in accounting for and presenting
impairment losses on securities. These three FSPs are effective for interim and annual periods ending
after June 15, 2009. The Company adopted the provisions of these FSPs for the period ended June 30,
2009. The adoption of these FSPs did not have a material impact on the Company’s financial position or
results of operations.

The Company adopted SFAS No. 161, “Disclosures about Derivative Instruments and Hedging
Activities - An Amendment of FASB Statement No. 133” (“SFAS No. 161”), on January 1, 2009. SFAS
No. 161 requires enhanced disclosure about: (1) how and why an entity uses derivative instruments;
(2) how derivative instruments and related hedged items are accounted for under SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities,” as amended (“SFAS No. 133"); and
(3) how derivative instruments and related hedged items affect an entity’s financial position, financial
performance and cash flows. The adoption of SFAS No. 161 did not have a material impact on the
Company’s results of operations and financial condition.



In May 2009, the FASB issued SFAS No. 165, “Subsequent Events” (SFAS No. 165). SFAS No.
165 establishes general standards of accounting for and disclosure of events that occur after the balance
sheet date but before financial statements are issued or are available to be issued. Although there is new
terminology, the standard is based on the same principles as those that currently exist. This statement,
which includes new required disclosure of the date through which an entity has evaluated subsequent
events, is effective for interim or annual periods ending after June 15, 2009. The Company adopted the
statement for the period ended June 30, 2009. The adoption of this statement did not have a material
impact on the Company’s financial statements. The Company has performed an evaluation of subsequent
events through August 10, 2009, which is the date the statements were issued.

In December 2008, the Securities and Exchange Commission, or SEC, issued a final rule,
Modernization of Oil and Gas Reporting, which is effective January 1, 2010, for reporting 2009 reserve
information. The new disclosure requirements permit the new use in SEC reports of technologies
previously internationally well-accepted in the oil and gas industry to determine proved reserves through
probabilistic methods that have been demonstrated empirically to lead to reliable conclusions about
reserve volumes. The new disclosure requirements also require companies to include nontraditional
resources such as oil sands, shale, coalbeds, or other nonrenewable natural resources in reserves if they
are intended to be upgraded to synthetic oil and gas. Currently the SEC requires that reserve volumes are
determined using prices on the last day of the reporting period; however, the new disclosure requirements
provide for reporting oil and gas reserves using an average price based upon the prior 12-month period
rather than year-end prices. The new requirements also will allow companies to disclose their probable
and possible reserves to investors using both the previously SEC-accepted deterministic methods, as well
as the newly SEC-accepted probabilistic methods. The new disclosure requirements also require
companies to report the independence and qualifications of the reserves preparer or auditor. The
Company will adopt the provisions of the final rule in connection with its December 31, 2009 Form 10-K
filing and is currently evaluating the impact of the final rule.

In June 2009, the FASB issued SFAS No. 168, “The FASB Accounting Standards Codification™
and the Hierarchy of Generally Accepted Accounting Principles—a replacement of FASB Statement
No. 162" (SFAS No. 168). SFAS No. 168 establishes the “FASB Accounting Standards Codification™”
as the source of authoritative accounting and reporting standards recognized by the FASB to be applied
by nongovernmental entities in the preparation of financial statements in conformity with generally
accepted accounting principles (GAAP) in the United States. Rules and interpretive releases of the SEC
are also sources of authoritative GAAP for SEC registrants. SFAS No. 168 is not intended to create new
accounting and reporting guidance but rather to organize and simplify existing authoritative literature.
This standard is effective for financial statements issued for interim and annual periods ending after
September 15, 2009. The Company does not expect the adoption of SFAS No. 168 to have a material
impact on its consolidated financial statements.

The Company has reviewed all other recently issued, but not yet adopted, accounting standards in
order to determine their effects, if any, on its consolidated results of operations, financial position, and
cash flows. Based on that review, the Company believes that none of these pronouncements will have a
significant effect on current or future earnings or operations.



Note 2: Net Income (Loss) per Share

Basic earnings per share is computed by dividing the net income (loss) applicable to common
shares by the weighted average number of common shares outstanding. Diluted earnings per share was
computed for the three months ended June 30, 2009, by dividing the net income by the sum of the
weighted average number of common shares and the effect of dilutive unexercised stock options,
warrants, and convertible preferred stock or debt.

Outstanding options, warrants, and unvested restricted stock as of June 30, 2009 and 2008, were
as follows:

Options, Warrants and

Unvested Restricted Stock Price Range
Balance sheet date:
June 30, 2009 ..o 2,600,847 $0.00 - $10.65
June 30, 2008 .........ccoeiiiere s 4,318,839 $0.00 - $10.65

The Company had a net loss in each of the six-month periods ended June 30, 2009 and 2008, and
in the three-month period ended June 30, 2008. No options or warrants were included in the computation
of diluted earnings per share for those periods because the effect would have been antidilutive.

Note 3: Income Taxes

FX Energy recognized no income tax benefit from the net loss generated in the six-month periods
ended June 30, 2009 and 2008, respectively, or for the three-month period ended June 30, 2008. No
income tax expense was recognized for the three-month period ended June 30, 2009, due to the reversal
of valuation allowances that offset income tax expense for the period. SFAS No. 109, “Accounting for
Income Taxes,” requires that a valuation allowance be provided if it is more likely than not that some
portion or all of a deferred tax asset will not be realized. The Company’s ability to realize the benefit of
its deferred tax asset will depend on the generation of future taxable income through profitable operations
and the expansion of exploration and development activities. The market and capital risks associated with
achieving the above requirement are considerable, resulting in the Company’s conclusion that a full
valuation allowance be provided.

The Company is subject to audit by the IRS and various states for the prior three years. The
Company does not believe there will be any material changes in its unrecognized tax positions over the
next 12 months. There has been no change in the Company’s unrecognized tax positions since
December 31, 2008. The Company’s policy is that it recognizes interest and penalties accrued on any
unrecognized tax benefits as a component of income tax expense. The Company does not believe there
will be any material changes in its unrecognized tax positions over the next 12 months. The Company
does not have any accrued interest or penalties associated with any unrecognized tax benefits, nor was
any interest expense related to unrecognized tax benefits recognized during the six months ended June 30,
2009.



Note 4. Business Segments

FX Energy operates within two segments of the oil and gas industry: the exploration and
production segment and the oilfield services segment. Direct revenues and costs, including exploration
costs, depreciation, depletion and amortization costs (“DD&A™), general and administrative costs
(“G&A™), and other income directly associated with their respective segments are detailed within the
following discussion. Identifiable net property and equipment are reported by business segment for
management reporting and reportable business segment disclosure purposes. Current assets, other assets,
current liabilities, and long-term debt are not allocated to business segments for management reporting or
business segment disclosure purposes.

Reportable business segment information for the three months ended June 30, 2009, the six
months ended June 30, 2009, and as of June 30, 2009, is as follows (in thousands):

Reportable Segments

Exploration & Oilfield Non-
Production Services Segmented Total
U.S. Poland

Three months ended June 30, 2009:

REVENUES ...ttt $ 793 $ 1040 $ 633 $ -- $ 2,466

Net income (1058)® .......oovevveeeeeeeererieeene, 19 (484) 48 11,507 11,090
Six months ended June 30, 2009:

REVENUES ...ttt $1319 $2276 $ 653 $ -- $ 4,248

Net income (1058)® .......oovverveeereeeeeees (197)  (1,600) (235)  (11,282)  (13,314)

As of June 30, 2009:
Identifiable net property and equipment...... $ 282 $26,280 $2075 $ 130 $28,767

(1) Non-segmented reconciling items for the second quarter include $1,670 of general and administrative costs, $444 of
noncash stock compensation expense, $137 of other expense, $12 of corporate DD&A, and $13,770 of foreign exchange
gains. Non-segmented reconciling items for the first half include $3,402 of general and administrative costs, $883 of
noncash stock compensation expense, $272 of other expense, $45 of corporate DD&A, and $6,680 of foreign exchange
losses.

Reportable business segment information for the three months ended June 30, 2008, the six
months ended June 30, 2008, and as of June 30, 2008, is as follows (in thousands):

Reportable Segments

Exploration & Qilfield Non-
Production Services Segmented Total
U.S. Poland

Three months ended June 30, 2008:

REVENUES ...ovvveeveeieetecieete ettt eenneneas $1852 $2345 $ 998 $ - $ 5,195

Net income (1058)® .......coovvvvvereeerinrerinns 1,066 (627) 195  (2,122) (1,488)
Six months ended June 30, 2008:

REVENUES ..ottt $3,132 $4337 $191 $ - $ 9,420

Net income (1055)® ......c.ovvvvevvvreerererneene. 1,422 (3,247) 502  (4,457) (5,780)

As of June 30, 2008:
Identifiable net property and equipment....... $3,685 $23,796  $1,497 $ 126 $29,104

(1) Non-segmented reconciling items for the second quarter include $1,654 of general and administrative costs, $619 of
noncash stock compensation expense, $170 of other income, and $19 of corporate DD&A. Non-segmented reconciling
items for the first half include $3,360 of general and administrative costs, $1,245 of noncash stock compensation expense,
$215 of other income, and $67 of corporate DD&A.
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Note 5: Share-Based Compensation

The Company maintains several share-based incentive plans. Under these plans, options have
been granted at an option price equal to the market value of the stock at the date of grant. The granted
options have terms ranging from five to seven years and vest over periods ranging from the date of grant
to three years. Under the terms of the stock option award plans, the Company may also issue restricted
stock. Restricted stock awards vest in three equal annual installments from the date of grant.

The Company follows the provisions of SFAS No. 123R, “Share-Based Payment” (“SFAS No.
123R™). Under SFAS No. 123R, share-based compensation cost is measured at the grant date, based on
the estimated fair value of the award, and is recognized as expense over the employee’s requisite service
period. The Company adopted SFAS No. 123R using the modified prospective transition method. Under
this method, prior periods are not revised for comparative purposes. The provisions of SFAS No. 123R
apply to new awards and to awards that are outstanding on the effective date and subsequently modified
or cancelled. Compensation expense for unvested awards at the effective date will be recognized over the
remaining requisite service period using the compensation cost calculated for pro forma disclosure
purposes under SFAS No. 123, “Accounting for Stock-Based Compensation.”

The following table summarizes option activity for the first six months of 2009:

Weighted Weighted Average
Number of Average Remaining Contractual Aggregate
Options Exercise Price Life (in years) Intrinsic Value
Options outstanding:

Beginning of year..........cc.ccoeevennen. 1,980,441 $5.65
Cancelled.........cocooevviicieiiccece (75,000) 8.58
End of period.......c.cccooovveviiiiiien, 1,905,441 5.54 1.43
Exercisable at end of period.............. 1,905,441 5.54 1.43 $651,240

The following table summarizes option activity for the first six months of 2008:

Weighted Weighted Average
Number of Average Remaining Contractual Aggregate
Options Exercise Price Life (in years) Intrinsic Value
Options outstanding:
Beginning of year..........cc.ccoeevnnen. 2,315,441 $5.19
EXErciSed ....ccvvvveieeie v sie s --
End of period........cccocevveviiieiennneen, 2,315,441 5.19 2.15
Exercisable at end of period.............. 2,315,441 5.19 2.15 $3,055,597

The aggregate intrinsic value in the tables above represents the total pretax intrinsic value, based
on the Company’s stock price of $3.82 as of June 30, 2009, and $5.27 as of June 30, 2008, which would
have been received by stock option holders had all vested in-the-money stock options been exercised as
of those dates.

During the six months ended June 30, 2009 and 2008, the Company recognized $0 and $15,508,

respectively, in expense related to unvested stock options granted prior to the adoption of SFAS No.
123R. There was no unamortized expense related to unvested options at June 30, 20009.
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Restricted Stock

During 2008, the Company issued 367,000 shares of restricted stock resulting in deferred
compensation of $1,005,580, which will be amortized ratably over the three-year vesting period. Expense
recognized during the first six months of 2009 totaled $166,230. There were no shares of restricted stock
issued during the first six months of 2009.

During 2007, the Company issued 370,925 shares of restricted stock resulting in deferred
compensation of $2,284,991, which will be amortized ratably over the three-year vesting period. Expense
recognized during the first six months of 2009 and 2008 totaled $377,688 and $378,802, respectively.

During 2006, the Company issued 318,400 shares of restricted stock resulting in deferred
compensation of $2,053,680, which will be amortized ratably over the three-year vesting period. Expense
recognized during the first six months of 2009 and 2008 totaled $339,443 and $340,409, respectively.

During 2005, the Company issued 298,950 shares of restricted stock to employees resulting in
deferred compensation of $3,109,080, which was amortized ratably over the three-year vesting period.
Expense recognized during the first six months of 2009 and 2008 totaled $0 and $510,146, respectively.

The following table summarizes restricted stock activity during the first six months of 2009 and

2008:
2009 2008
Number of Number of
Shares Shares
Unvested restricted stock outstanding:

Beginning of year ........c.ccccoovviiiii i 714,421 679,788
Forfeited........oooviiiiieeec (14,082) (6,830)
VESTEA ..o (4,933) (4,933
End of period ........cooeveeieniiieee e 695,406 668,025

Note 6: Stockholders’ Equity

In February 2008, warrant holders exercised a total of 1,960,000 outstanding warrants at a price
of $3.60 per share and 30,000 outstanding warrants at a price of $3.75 per share, resulting in proceeds to
the Company of $7,168,500. As of December 31, 2008, the Company had no warrants outstanding.
There were no options exercised during the first half of 2009.

During the first six months of 2009, the Company issued 228,100 shares for its 2008 contribution
to the Company’s employee benefit plan. In addition, the Company issued 21,000 shares to consultants
for services. During the first six months of 2008, the Company issued 110,090 shares for its 2007
contribution to the Company’s employee benefit plan. In addition, the Company issued 7,000 shares to
consultants for services.
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Note 7: Fair Value Measurements and Marketable Securities

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements,” which defines
fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements. The Company adopted SFAS No. 157 as of the beginning of its 2008 fiscal year as it
relates to recurring financial assets and liabilities. As of the beginning of its 2009 fiscal year, the
Company adopted SFAS No. 157 as it relates to nonrecurring fair value measurement requirements for
nonfinancial assets and liabilities. These include asset retirement obligations that are included within
non-current liabilities. The adoption of SFAS No. 157 did not have a material impact on the Company’s
financial statements.

The fair value framework established by SFAS No. 157 requires the categorization of assets and
liabilities into three levels based upon the assumptions (inputs) used to price the assets or liabilities.
Level 1 provides the most reliable measure of fair value, whereas Level 3 generally requires significant
management judgment. The three levels are defined as follows:

e Level 1: Unadjusted quoted prices in active markets for identical assets and liabilities.

o Level 2: Observable inputs other than those included in Level 1. For example, quoted prices
for similar assets or liabilities in active markets or quoted prices for identical assets or
liabilities in inactive markets.

o Level 3: Unobservable inputs reflecting management’s own assumptions about the inputs
used in pricing the asset or liability.

A review of fair value hierarchy classifications is conducted on a quarterly basis. Changes in the
observability of valuation inputs may result in a reclassification for certain financial assets or liabilities.
During the first half of 2009, certain assets were classified as Level 3 assets. This classification primarily
relates to investments in auction-rate securities.

Recurring Fair Value
As required by SFAS No. 157, the Company’s assessment of the significance of a particular input
to fair value requires judgment and may affect the fair value of assets and liabilities and their placement
within the fair value hierarchy.

The following table presents the Company’s fair value hierarchy for those assets and liabilities
measured at fair value on a recurring basis as of June 30, 2009 (in thousands):

June 30,
2009 Level 1® Level 2) Level 3¢

Assets:
Cash equivalents:

Money market funds...........ccooeeiinrnnenn. $ 674 $ 674

Treasury DillS........coooiiiiiiics 254 254

Treasury bill funds ........cccevveiiiiiiicees 908 908
Marketable securities:

Auction-rate SECUNtIes.........ocovervrrrurenne. 192 $ 192

Auction-rate securities “put” rights............ 8 8

(1) Quoted prices in active markets for identical assets.
(2) Significant other observable inputs.
(3) Significant unobservable inputs.
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Level 3 assets include $192,000 of auction-rate securities and $8,000 related to certain “put”
rights associated with the auction-rate securities. The receivable for the “put” rights is included in other
receivables as of June 30, 2009.

The following table provides a summary of changes in fair value of the Company’s Level 3
marketable securities (in thousands):

For the Three Months
Ended June 30, 2009

Balance at December 31, 2008 .......ccveeeeeeeeeeeeeeee e e e s $ 4,650
TTANSTEIS TN avviie ittt e st e e e s s bbe e e s sbane e --
Purchases, issuances and settlements............ccoovvviveveceeiese e (4,450)
Balance at JuNe 30, 2009 .........ooveeeiiieeee e ees e $ 200

Marketable Securities

Marketable securities on the Consolidated Balance Sheets include investments held by the
Company that are classified in accordance with the provisions of SFAS No. 115, “Accounting for Certain
Investments in Debt and Equity Securities.” The marketable securities are classified as trading securities.

As of December 31, 2008, the Company had certain auction-rate securities with a market value of
$2,535,000 that were eligible to be “put” to UBS on January 2, 2009, and certain other auction-rate
securities with a market value of $1,570,000 that are eligible to be “put” to UBS on June 30, 2010.
Auction-rate securities valued at $2,535,000 on December 31, 2008, with a put date of January 2, 2009,
were redeemed at their full par value of $3,000,000 in January 2009. In addition, other auction-rate
securities valued at $1,378,000 on December 31, 2008, with a put date of June 30, 2010, were redeemed
by their issuers at their full par value of $1,450,000 during the first six months of 2009. A portion of the
proceeds from the redemptions was used to satisfy loans relating to those securities at December 31,
2008, of $2,709,000. By virtue of the redemptions, the Company collected $537,000 of its receivable
related to the put rights.

As of June 30, 2009, the market value of the Company’s remaining auction-rate securities was
$192,000 (par value of $200,000). The Company had borrowed approximately $100,000 against the
remaining auction-rate securities at that date. The loan amount is included in accrued liabilities on the
balance sheet. The fair value of the UBS “put” rights at June 30, 2009, was $8,000 and is recorded as an
other receivable on the balance sheet. On July 23, 2009, all remaining auction-rate securities were
redeemed by their issuer at par value.

Liabilities
At December 31, 2008, the Company had three outstanding zloty forward purchase contracts
denominated in U.S. dollars as follows: $2,500,000 that matured January 30, 2009; $2,100,000 that

matured February 27, 2009; and $1,100,000 that matured March 31, 2009. All contracts were settled on
their maturity dates.
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Note 8: Notes Payable

During 2006, the Company entered into a $25 Million Senior Facility Agreement (the Facility)
with The Royal Bank of Scotland plc. The Facility is provided to FX Energy Poland, a wholly owned
subsidiary. Funds from the Facility cover infrastructure and development costs at a variety of the
Company’s Polish gas projects and are collateralized by its commercial wells and production in Poland.
The Company made no principal payments during the quarter. At June 30, 2009, the Company had
drawn the full $25 million available under the Facility. Amounts outstanding under the Facility at June
30, 2009, are stated at cost, which approximates fair value.

Interest on borrowed funds is accrued at LIBOR plus 1.25%. The average interest rate on the
outstanding balance at June 30, 2009, was 1.57% per annum. The Facility is an interest-only facility until
December 31, 2010, on which date the Facility’s principal amount is currently scheduled to be reduced to
$20 million.

Note 9: Capitalized Exploratory Well Costs
At June 30, 2009, the Company had no capitalized costs related to exploratory wells in process.
Note 10: Foreign Currency Translation and Risk

Effective October 1, 2008, the Company changed the functional currency of its Polish subsidiary
from the U.S. dollar to the Polish zloty. The change in functional currency for the Polish subsidiary will
affect the amounts reported for Polish assets, liabilities, revenues, and expenses from those that would be
reported had the U.S. dollar been maintained as the functional currency for the Company’s Polish
operations. The differences will depend on changes in period-average and period-end exchange rates.
Translation adjustments will result from the process of translating the Polish subsidiary’s financial
statements into the U.S. dollar reporting currency. Translation adjustments will not be included in
determining net income but shall be reported separately and accumulated in other comprehensive income.
The accounting basis of the assets and liabilities of FX Energy Poland are adjusted to reflect the
difference between the exchange rate when the asset or liability arose and the exchange rate on the date of
the change. Upon the change in functional currency, the Company recorded a cumulative translation
adjustment (“CTA”) of approximately $3.6 million. At December 31, 2008, the CTA had increased to
approximately $17.1 million. Because of the change in exchange rates between reporting periods and
changes in certain account balances, the CTA will change from period to period.

During the second quarter of 2009, the Company recorded foreign currency transaction gains of
approximately $13.8 million. Of this amount, approximately $13.6 million was attributable to decreases
in the amount of Polish zlotys necessary for FX Energy Poland to satisfy outstanding intercompany
dollar-denominated loans and unpaid interest to FX Energy, Inc. There was a corresponding credit to
other comprehensive income for the loss attributable to the intercompany loans, which was then offset by
translation adjustments related to the Company’s other balance sheet accounts as discussed above. The
remaining $0.3 million was primarily attributable to the translation of period-end cash balances.
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During the first six months of 2009, the Company recorded foreign currency transaction losses of
approximately $6.7 million. Of this amount, approximately $5.4 million was attributable to increases in
the amount of Polish zlotys necessary for FX Energy Poland to satisfy outstanding intercompany dollar-
denominated loans and unpaid interest to FX Energy, Inc. There was a corresponding credit to other
comprehensive income for the loss attributable to the intercompany loans, which was then offset by
translation adjustments related to the Company’s other balance sheet accounts as discussed above. The
remaining $1.3 million was primarily attributable to zloty purchase contracts that matured during the
period and translation of period-end cash balances.

The following table provides a summary of changes in CTA (in thousands) for the three- and six-
month periods ended June 30, 2009:

Three Months Six Months

Ended Ended
June 30, 2009 June 30, 2009
Beginning balanCe ..........cccoviveiiiiiiieeccces e $ 32,498 $ 17,137
Increase (decrease) related to losses (gains) on intercompany loans........... (13,615) 5,410
Increase (decrease) related to translation adjustments.............cccccceveveiieenenn 2,632 (1,032)
Balance at June 30, 2009 ........cccooiiiiiiiiriseee e $ 21,515 $ 21,515

Future transaction gains or losses may be significant given the amount of intercompany loans and
the volatility of the exchange rate. Future translation adjustments will also vary in concert with changes
in exchange rates. These gains, losses, and adjustments are noncash items for U.S. reporting purposes,
and have no impact on the Company’s actual zloty-based revenues and expenditures in Poland.

The Company enters into various agreements in Poland denominated in the Polish zloty, which is
subject to exchange-rate fluctuations. The Company’s policy is to reduce currency risk by, under
ordinary circumstances, transferring dollars to zlotys, or fixing the exchange rate for future transfers of
dollars to zlotys, on or about the occasion of making any significant commitment payable in Polish
currency, taking into consideration the future timing and amounts of committed costs and the estimated
timing and amounts of zloty-based revenues. The Company does not use derivative financial instruments
for trading or speculative purposes. The Company has used forward purchase contracts to buy zlotys at
specified exchange rates. The fair value of these contracts is estimated based on period-end quoted
market prices, and the resulting asset and expense are recognized in the consolidated financial statements.
As of June 30, 2009, there were no outstanding zloty forward purchase contracts.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS
Introduction
Our two major operating areas (Poland and the U.S.) have very different characteristics, which
are reflected in the following discussion. Our Polish operations are early in their initial exploration and

development. Our U.S. operations, which include both oil production and oilfield services, are relatively
mature. See “Results of Operations by Business Segment” below.
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Results of Operations by Business Segment
Quarter Ended June 30, 2009, Compared to the Same Period of 2008
Exploration and Production Segment

Gas Revenues. Revenues from gas sales were $1.0 million during the second quarter of 2009,
compared to $2.2 million during the same quarter of 2008. Production at our Wilga well continued to
decline, with second quarter 2009 production some 83% lower than second quarter 2008 production. The
production decline at Wilga, along with exchange rate changes, drove lower per-unit prices for the 2009
quarter. Gas produced from our Wilga well, due to its high methane content, receives a higher price than
gas produced at our other properties. Lower production from Wilga results in lower weighted average
sales prices in Poland.

Production at our Zaniemsyl well was also slightly lower during the 2009 quarter, as it was shut-
in for several days of maintenance. Following the maintenance, the well resumed production at
approximately 10 million cubic feet of natural gas per day, which was approximately the same rate as
before the maintenance.

In addition to the Wilga and Zaniemsyl production declines, period-to-period weakness in the
Polish zloty against the U.S. dollar resulted in lower U.S. dollar denominated gas revenues. Although the
amount of Polish zlotys received per thousand cubic feet of production for each of our wells averaged
more than 15% higher during the second quarter of 2009, compared to the second quarter of 2008,
average U.S. dollar denominated gas prices related to our Poland production decreased 36% from the
second quarter of 2008 to the second quarter of 2009. The average exchange rate during the second
quarter of 2008 was 2.18 zlotys per U.S. dollar. The average exchange rate during the second quarter of
2009 dropped to 3.27 zlotys per U.S. dollar, a change of 50%.

A summary of the amount and percentage change, as compared to the respective prior-year
period, for gas revenues, average gas prices, and gas production volumes for the quarters ended June 30,
2009 and 2008, is set forth in the following table:

For the Quarter Ended June 30,

2009 2008 Change
REVENUES .....oovviiticicce et $1,040,000 $2,212,000 -53%
Average price (per thousand cubic feet) ............... $4.44 $6.91 -36%
Production volumes (thousand cubic feet)............ 234,000 320,100 -27%

The Polish Energy Regulatory Office approved new gas tariffs on May 7, 2009. All tariffs are
denominated in Polish zlotys. The new tariff for high-methane gas, which applies to our Wilga well,
decreased by 9%. This price change will be effective for us beginning on July 1, 2009. The new tariff for
low-methane gas, which applies to the remainder of our production in Poland, decreased by 5%. The
price change was effective on June 1, 2009, for our Kleka production, and will be effective on July 1,
2009, for our Zaniemsyl production.
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Oil Revenues. Oil revenues were $793,000 for the second quarter of 2009, a 60% decrease from
the $2.0 million recognized during the second quarter of 2008. As with our gas production, oil
production at Wilga also declined from the second quarter of 2008 to 2009, with no oil being sold during
the 2009 quarter. Production from our U.S. properties declined 6% during the second quarter of 20009.
The most significant factor in the decline in oil revenues, however, was the lower prices received during
the second quarter of 2009. Our average oil price during the second quarter of 2009 was $50.45 per
barrel, a 55% decrease from $111.41 per barrel received during the same quarter of 2008.

A summary of the amount and percentage change, as compared to the respective prior-year
period, for oil revenues, average oil prices, and oil production volumes for the quarters ended June 30,
2009 and 2008, is set forth in the following table:

For the Quarter Ended June 30,

2009 2008 Change
REVENUES .....ocvviiticicce st $793,000 $1,985,000 -60%
Average price (per barrel) .......c.cccoooeevveiieciienen. $50.45 $111.41 -55%
Production volumes (barrels)...........cccooeveivennnnne 15,700 17,800 -12%

Lease Operating Costs. Lease operating costs were $811,000 during the second quarter of 2009,
a decrease of $80,000, or 9%, compared to the same period of 2008. Lower operating costs in 2009 were
due primarily to exchange rate differences in Poland from quarter to quarter. In addition, operating costs
at our Wilga well, specifically those related to chemicals, decreased significantly with the drop in oil
production.

Exploration Costs. Our exploration costs consist of geological and geophysical costs and the
costs of exploratory dry holes. Exploration costs were $1,265,000 during the second quarter of 2009,
compared to $2,226,000 during the same period of 2008, a decrease of 43%. Two factors contributed to
the quarter-to-quarter decline. First, exchange rate differences reduced the amount of U.S. dollars
required to fund 2009 Polish expenditures; second, our level of activity was lower in 2009 than in 2008.
Second quarter 2009 exploration costs included approximately $1,005,000 associated with our ongoing
Fences concession area three-dimensional, or 3-D, seismic surveys, and the remainder associated with
two-dimensional, or 2-D, seismic and other costs at both existing and new concessions. Second quarter
2008 exploration costs included approximately $1.3 million associated with seismic survey on our 100%
owned acreage, approximately $600,000 associated with our Winna Gora 3-D seismic survey, and the
remaining costs associated with ongoing 2-D seismic and other costs at our existing project areas.

DD&A Expense - Exploration and Production. DD&A expense for producing properties was
$213,000 for the second quarter of 2009, a decrease of 66% compared to $620,000 during the same
period of 2008. The 2008 year-end negative reserve revision due to low year-end oil prices, and
subsequent impairment of capital costs, at our U.S. properties resulted in lower DD&A costs, as the bulk
of the capital costs in the U.S. were removed from our depletion base.

Accretion Expense. Accretion expense was $8,000 and $21,000 for the second quarter of 2009
and 2008, respectively. Accretion expense is related entirely to our Asset Retirement Obligation.
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Oilfield Services Segment

Oilfield Services Revenues. Oilfield services revenues were $633,000 during the second quarter
of 2009, a decrease of 37%, compared to $998,000 for the second quarter of 2008. We drilled seven
wells for third parties during the second quarter of 2008, along with additional well service work. During
the second quarter of 2009, we drilled 14 wells for third parties; however, each of these was a shallow
well, which can be drilled in only two to three days. We expect to drill another 13 to 14 shallow wells,
followed by two deeper, horizontal wells, during the third quarter of 2009. We expect oilfield services
revenues to increase during that quarter. Oilfield services revenues will continue to fluctuate from period
to period based on market demand, weather, the number of wells drilled, downtime for equipment repairs,
the degree of emphasis on utilizing our oilfield servicing equipment on our Company-owned properties,
and other factors.

Oilfield Services Costs. Oilfield services costs were $437,000 during the second quarter of 2009,
compared to $710,000 during the same period of 2008. The quarter-to-quarter decrease was primarily
due to the nature of our drilling activity in 2009 discussed above. OQilfield services costs will also
continue to fluctuate period to period based on market demand, weather, the number of wells drilled,
downtime for equipment repairs, the degree of emphasis on utilizing our oilfield servicing equipment on
our Company-owned properties, and other factors.

DD&A Expense — Qilfield Services. DD&A expense for oilfield services was $149,000 during
the second quarter of 2009, compared to $93,000 during the same period of 2008. The quarter-to-quarter
increase was primarily due to new capital additions in 2008 being depreciated.

Nonsegmented Information

G&A Costs. G&A costs were $1,670,000 during the second quarter of 2009, compared to
$1,654,000 during the second quarter of 2008, an increase of $16,000. Higher legal, insurance, and
accounting costs were largely offset by lower employee compensation costs.

Stock Compensation (G&A). For the three-month periods ended June 30, 2009 and 2008, we
recognized $444,000 and $619,000, respectively, of stock compensation expense related to the
amortization of unexercised options and restricted stock purchase rights.

Interest and Other Income. Interest and other income was $8,000 during the second quarter of
2009, a decrease of $158,000, compared to $166,000 during the same period of 2008. The decrease was a
reflection of lower cash balances available for investment. During the second quarter of 2009, we
incurred $145,000 in interest expense, which included $43,000 of amortization of previously incurred
loan fees. During the second quarter of 2008, we incurred $39,000 in quarterly commitment fees in
connection with securing the Facility and $46,000 of amortization of loan fees, both of which were
charged to interest expense.

Foreign Exchange Loss. As discussed in footnote 10 to the financial statements, during the
second quarter of 2009 we recorded foreign currency transaction gains of approximately $13.8 million,
principally attributable to decreases in the amount of Polish zlotys necessary to satisfy outstanding
intercompany dollar-denominated loans and unpaid interest to FX Energy, Inc.
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Six Months Ended June 30, 2009, Compared to the Same Period of 2008
Exploration and Production Segment

Gas Revenues. Revenues from gas sales were $2.3 million during the first half of 2009,
compared to $4.1 million during the same period of 2008. Production at our Wilga well continued to
decline, with first half 2009 production some 74% lower than first half 2008 production. The production
decline at Wilga, along with exchange rate changes, drove lower per-unit prices for the 2009 six months.
Gas produced from our Wilga well, due to its high methane content, receives a higher price than gas
produced at our other properties. Lower production from Wilga results in lower weighted average sales
prices in Poland.

Production at our Zaniemsyl well was also slightly lower during the 2009 six months, as it was
shut-in for several days of maintenance. Following the maintenance, the well resumed production at
approximately 10 million cubic feet of natural gas per day, which was approximately the same rate as
before the maintenance.

In addition to the Wilga and Zaniemsyl production declines, period-to-period weakness in the
Polish zloty against the U.S. dollar resulted in lower U.S. dollar denominated gas revenues. Although the
amount of Polish zlotys received per thousand cubic feet of production for each of our wells averaged
more than 20% higher during the first half of 2009, compared to the same period of 2008, average U.S.
dollar denominated gas prices related to our Poland production decreased 31% from the first half of 2008
to the first half of 2009. The average exchange rate during the first half of 2008 was 2.29 zlotys per U.S.
dollar. The average exchange rate during the first half of 2009 dropped to 3.36 zlotys per U.S. dollar, a
change of 47%.

A summary of the amount and percentage change, as compared to the respective prior-year
period, for gas revenues, average gas prices, and gas production volumes for the six months ended
June 30, 2009 and 2008, is set forth in the following table:

For the Six Months Ended June 30,

2009 2008 Change
REVENUES ...t $2,259,000 $4,052,000 -44%
Average price (per thousand cubic feet) ............... $4.38 $6.34 -31%
Production volumes (thousand cubic feet)............ 516,100 639,400 -19%

Oil Revenues. Oil revenues were $1.3 million for the first half of 2009, a 61% decrease from the
$3.4 million recognized during the first half of 2008. As with our gas production, oil production at Wilga
also declined from the first half of 2008 to 2009. Production from our U.S. properties declined 1% during
the first half of 2009. The most significant factor in the decline in oil revenues was the lower prices
received during the first half of 2009. Our average oil price during the first half of 2009 was $42.08 per
barrel, a 58% decrease from $99.19 per barrel received during the same period of 2008.
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A summary of the amount and percentage change, as compared to the respective prior-year
period, for oil revenues, average oil prices, and oil production volumes for the six months ended June 30,
2009 and 2008, is set forth in the following table:

For the Quarter Ended June 30,

2009 2008 Change
REVENUES .....ocvviiticicce st $1,319,000 $3,417,000 -61%
Average price (per barrel) .......c.cccocveevveeiieciienenn. $42.08 $99.19 -58%
Production volumes (barrels)...........ccccoeveinnnnnnnn 31,700 34,400 -8%

Lease Operating Costs. Lease operating costs were $1,558,000 during the first half of 2009, a
decrease of $210,000, or 12%, compared to the same period of 2008. Lower operating costs in 2009 were
due primarily to exchange rate differences in Poland from year to year. In addition, operating costs at our
Wilga well, specifically those related to chemicals, decreased significantly with the drop in oil
production.

Exploration Costs. Our exploration costs consist of geological and geophysical costs and the
costs of exploratory dry holes. Exploration costs were $3,385,000 during the first half of 2009, compared
to $6,277,000 during the same period of 2008, a decrease of 46%. Two factors contributed to the year-to-
year decline. First, exchange rate differences reduced the amount of U.S. dollars required to fund 2009
Polish expenditures; second, our level of activity was lower in 2009 than in 2008. First half 2009
exploration costs included approximately $2,600,000 associated with our ongoing Fences concession area
3-D seismic surveys, and the remainder associated with 2-D seismic and other costs at both existing and
new concessions. First half 2008 exploration costs included approximately $4.2 million associated with
seismic surveys on our 100% owned acreage, approximately $1.3 million associated with our Winna Gora
3-D seismic project, and the remaining costs associated with 2-D seismic and other costs at our existing
project areas.

DD&A Expense - Exploration and Production. DD&A expense for producing properties was
$432,000 for the first half of 2009, a decrease of 64% compared to $1.2 million during the same period of
2008. The 2008 year-end negative reserve revision due to low year-end oil prices, and subsequent
impairment of capital costs, at our U.S. properties resulted in lower DD&A costs, as the bulk of the
capital costs in the U.S. were removed from our depletion base.

Accretion Expense. Accretion expense was $16,000 and $42,000 for the first half of 2009 and
2008, respectively. Accretion expense is related entirely to our Asset Retirement Obligation.

Oilfield Services Segment

Oilfield Services Revenues. Oilfield services revenues were $653,000 during the first half of
2009, a decrease of 67%, compared to $1,951,000 for the first half of 2008. We drilled seven wells for
third parties during the first half of 2008, along with additional well service work. During the first half of
2009, we drilled 14 wells for third parties; however, each of these was a shallow well, which can be
drilled in only two to three days. We expect to drill another 13 to 14 shallow wells, followed by two
deeper, horizontal wells, during the third quarter of 2009. Oilfield services revenues will continue to
fluctuate from period to period based on market demand, weather, the number of wells drilled, downtime
for equipment repairs, the degree of emphasis on utilizing our oilfield servicing equipment on our
Company-owned properties, and other factors.
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Oilfield Services Costs. OQilfield services costs were $618,000 during the first half of 2009,
compared to $1,276,000 during the same period of 2008. The period-to-period decrease was primarily
due to the nature of our drilling activity in 2009 discussed above. Oilfield services costs will also
continue to fluctuate period to period based on market demand, weather, the number of wells drilled,
downtime for equipment repairs, the degree of emphasis on utilizing our oilfield servicing equipment on
our Company-owned properties, and other factors.

DD&A Expense — Qilfield Services. DD&A expense for oilfield services was $271,000 during
the first half of 2009, compared to $173,000 during the same period of 2008. The period-to-period
increase was primarily due to new capital additions in 2008 being depreciated.

Nonsegmented Information

G&A Costs. G&A costs were $3,402,000 during the first half of 2009, compared to $3,360,000
during the first half of 2008, an increase of $42,000. Higher legal, insurance, and accounting costs were
largely offset by lower employee compensation costs.

Stock Compensation (G&A). For the six-month periods ended June 30, 2009, and June 30, 2008,
we recognized $883,000 and $1,245,000, respectively, of stock compensation expense related to the
amortization of unexercised options and restricted stock purchase rights.

Interest and Other Income. Interest and other income was $38,000 during the first half of 2009, a
decrease of $236,000, compared to $275,000 during the same period of 2008. The decrease was a
reflection of lower cash balances available for investment. During the first half of 2009, we incurred
$310,000 in interest expense, which included $88,000 of amortization of previously incurred loan fees.
During the first half of 2008, we incurred $79,000 in quarterly commitment fees in connection with
securing the Facility and $91,000 of amortization of loan fees, both of which were charged to interest
expense.

Foreign Exchange Loss. As discussed in footnote 10 to the financial statements, during the first
half of 2009, we recorded foreign currency transaction losses of approximately $6.7 million, principally
attributable to increases in the amount of Polish zlotys necessary to satisfy outstanding intercompany
dollar-denominated loans and unpaid interest to FX Energy, Inc.

Liquidity and Capital Resources

To date, we have financed our operations principally through the sale of equity securities,
issuance of debt securities, and agreements with industry participants that funded our share of costs in
certain exploratory activities in return for an interest in our properties. With the establishment of proved
reserves in Poland, in November 2006, we established a $25.0 million Senior Credit Facility with the
Royal Bank of Scotland to fund infrastructure and development costs in Poland. As of December 31,
2008, we had drawn down the full $25.0 million available under this Facility. In addition, cash flows
from our operations have been providing a portion of our overhead and capital needs for the past 24
months.
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While we have not experienced significant impacts from the economic crisis through the first half
of 2009, the global economy continues to contract. However, the recent strengthening of the Polish zloty
against the U.S. dollar will, if it continues, have a positive impact on our U.S. dollar denominated 2009
revenues and operating profit; conversely, any U.S. dollar denominated capital costs in Poland will
increase at the same rate. Based on current conditions, we presently expect our exploration and
development programs will continue in spite of the economic downturn; however, in recognition of the
downturn, we plan to match future capital spending with our discretionary cash flow. As of June 30,
2009, we had firm commitments to spend approximately $2.5 million of future capital and exploration
costs, the bulk of which will be paid for from available cash or cash flow generated by our Polish
production operations. Apart from those commitments, we have the ability to control the timing and
amount of all other future capital and exploration costs.

For the short-term, the primary source of funds will be existing cash balances and cash flow from
operations. We expect our Roszkow well in Poland to be a significant contributor to our future operating
cash flows. We anticipate cash flows will increase with the start of production from our Roszkow well,
which we expect to begin producing during the fourth quarter of 2009. Our expected discretionary cash
flow combined with our cash resources should enable us to meet our anticipated capital needs in Poland
and the United States for the next 12 months.

We may seek to obtain additional funds for future capital expenditures from the sale of additional
securities, project financing, sale of partial property interests, or other arrangements, all of which may
dilute the interest of our existing stockholders or our interest in the specific project financed. We will
allocate our existing capital as well as funds we may obtain in the future among our various projects at
our discretion. We may change the allocation of capital among the categories of anticipated expenditures
depending upon future events. For example, we may change the allocation of our expenditures based on
the actual results and costs of future exploration, appraisal, development, production, property
acquisition, and other activities.

Working Capital (current assets less current liabilities). Our working capital at June 30, 2009,
was $4,667,000, a decrease of $9,298,000 from our working capital at December 31, 2008, of
$13,965,000. As of June 30, 2009, our cash and cash equivalents and marketable securities totaled
approximately $6.4 million.

Operating Activities. Net cash used in operating activities was $7,491,000 during the first half of
2009, compared to net cash used in operating activities of $7,512,000 during the first half of 2008.

Investing Activities. During the first six months of 2009, we used cash of $221,000 in investing
activities. We received proceeds of $4,398,000 from maturities of marketable securities, purchased
marketable securities of $10,000, used $2,195,000 for current year capital additions in Poland and
$246,000 related to our proved properties in the United States, used $1,623,000 to pay accounts payable
related to prior-year capital costs, and used $545,000 for capital additions in our office and drilling
equipment. During the first half of 2008, we received $513,000 from investing activities. We received
proceeds of $6,000,000 from maturities of marketable securities, purchased marketable securities of
$204,000, used $3,670,000 for current year capital additions in Poland and $662,000 related to our
proved properties in the United States, used $428,000 to pay accounts payable related to prior-year capital
costs, and used $523,000 for capital additions in our office and drilling equipment.
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Financing Activities. During the first half of 2009, we paid $2,709,000 toward loans related to
auction-rate securities. During the first half of 2008, warrant holders exercised warrants for a total of
1,990,000 shares, resulting in proceeds of approximately $7,169,000. There were no similar transactions
during the first half of 2009.

New Accounting Pronouncements

As discussed in Note 11 to the financial statements, we have reviewed all recently issued, but not
yet adopted, accounting standards in order to determine their effects, if any, on our consolidated results of
operations, financial position, and cash flows. Based on that review, we believe that none of these
pronouncements will have a significant effect on current or future earnings or operations.

Critical Accounting Policies

A summary of our significant accounting policies is included in Note 1 of our Consolidated
Financial Statements contained in our annual report on Form 10-K for the year ended December 31, 2008.
We believe the application of these accounting policies on a consistent basis enables us to provide
financial statement users with useful, reliable, and timely information about our earnings results, financial
condition, and cash flows.

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires our management to make judgments, estimates, and
assumptions regarding uncertainties that affect the reported amounts presented and disclosed in the
financial statements. Our management reviews these estimates and assumptions, which are based on
historical experience, changes in business conditions, and other relevant factors that it believes to be
reasonable under the circumstances. In any given reporting period, actual results could differ from the
estimates and assumptions used in preparing our financial statements.

Critical accounting policies are those that may have a material impact on our financial statements
and also require management to exercise significant judgment due to a high degree of uncertainty at the
time the estimate is made. Our senior management has discussed the development and selection of our
accounting policies, related accounting estimates, and the disclosures set forth below with the Audit
Committee of our Board of Directors. We believe our critical accounting policies include those
addressing the recoverability and useful lives of assets, the retirement obligations associated with those
assets, and the estimates of oil and gas reserves.

Forward-Looking Statements

This report contains statements about the future, sometimes referred to as “forward-looking”
statements. Forward-looking statements are typically identified by the use of the words “believe,” “may,”
“could,” “should,” “expect,” “anticipate,” “estimate,” “project,” “propose,” “plan,” “intend,” and similar
words and expressions. We intend that the forward-looking statements will be covered by the safe harbor
provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934. Statements that describe our future strategic plans,
goals, or objectives are also forward-looking statements.
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Readers of this report are cautioned that any forward-looking statements, including those
regarding us or our management’s current beliefs, expectations, anticipations, estimations, projections,
proposals, plans or intentions, are not guarantees of future performance or results of events and involve
risks and uncertainties, such as the future timing and results of drilling individual wells and other
exploration and development activities; future variations in well performance as compared to initial test
data; future events that may result in the need for additional capital; the prices at which we may be able to
sell oil or gas; fluctuations in prevailing prices for oil and gas; our ability to complete the acquisition of
targeted new or expanded exploration or development prospects; uncertainties of certain terms to be
determined in the future relating to our oil and gas interests, including exploitation fees, royalty rates and
other matters; future drilling and other exploration schedules and sequences for various wells and other
activities; uncertainties regarding future political, economic, regulatory, fiscal, taxation, and other policies
in Poland; the cost of additional capital that we may require and possible related restrictions on our future
operating or financing flexibility; our future ability to attract strategic participants to share the costs of
exploration, exploitation, development, and acquisition activities; and future plans and the financial and
technical resources of strategic participants.

The forward-looking information is based on present circumstances and on our predictions
respecting events that have not occurred, that may not occur, or that may occur with different
consequences from those now assumed or anticipated. Actual events or results may differ materially from
those discussed in the forward-looking statements as a result of various factors. The forward-looking
statements included in this report are made only as of the date of this report. We disclaim any obligation
to update any forward-looking statements whether as a result of new information, future events, or
otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Price Risk

Realized pricing for our oil production in the United States and Poland is primarily driven by the
prevailing worldwide price of oil, subject to gravity and other adjustments for the actual oil sold.
Historically, oil prices have been volatile and unpredictable. Price volatility relating to our oil production
is expected to continue in the foreseeable future.

Substantially all of our gas in Poland is sold to the Polish Qil and Gas Company, or POGC, or its
subsidiaries under contracts that extend for the life of each field. Prices are determined contractually and,
in the case of our Wilga, Zaniemysl, and Kleka wells, are tied to published tariffs. The tariffs are set from
time to time by the public utility regulator in Poland. Although we are not directly subject to such tariffs,
we have elected to link our price to these tariffs in our contracts with POGC. We expect that the prices
we receive in the short term for gas we produce will be lower than would be the case in an unregulated
setting and may be lower than prevailing western European prices. We believe it is more likely than not
that, over time, the end user gas price in Poland will converge with the average price in Europe.

We currently do not engage in any hedging activities to protect ourselves against market risks
associated with oil and gas price fluctuations, although we may elect to do so in the future.
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Foreign Currency Risk

We enter into various agreements in Poland denominated in the Polish zloty. The Polish zloty is
subject to exchange-rate fluctuations that are beyond our control. Our policy is to reduce currency risk
by, under ordinary circumstances, transferring dollars to zlotys, or fixing the exchange rate for future
transfers of dollars to zlotys, on or about the occasion of making any significant commitment payable in
Polish currency, taking into consideration the future timing and amounts of committed costs and the
estimated timing and amounts of zloty-based revenues. We do not use derivative financial instruments
for trading or speculative purposes. We have used forward purchase contracts to buy zlotys at specified
exchange rates. The fair value of these contracts is estimated based on period-end quoted market prices,
and the resulting asset and expense are recognized in our consolidated financial statements. As of
June 30, 2009, we had no outstanding zloty forward purchase contracts.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures that are designed to ensure that information
required to be disclosed by us in the reports that we file or submit to the SEC under the Securities
Exchange Act of 1934, as amended, is recorded, processed, summarized, and reported within the time
periods specified by the SEC’s rules and forms, and that information is accumulated and communicated to
our management, including our principal executive and principal financial officers (whom we refer to in
this periodic report as our Certifying Officers), as appropriate to allow timely decisions regarding
required disclosure. Our management evaluated, with the participation of our Certifying Officers, the
effectiveness of our disclosure controls and procedures as of June 30, 2009, pursuant to Rule 13a-15(b)
under the Securities Exchange Act. Based upon that evaluation, our Certifying Officers concluded that,
as of June 30, 2009, our disclosure controls and procedures were effective.

There were no changes in our internal control over financial reporting that occurred during our
most recently completed fiscal quarter that have materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.

PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

On June 26, 2009, the court dismissed all claims against all defendants for failure to state a
claim upon which relief could be granted in the consolidated single matter, In re FX Energy, Inc.,
Securities Litigation, United States District Court, District of Utah, case no. 2:07-cv-00874. The time for
filing an appeal has now expired without an appeal being filed by plaintiffs. (See Current Report on Form
8-K filed July 1, 2009.)

The action dismissed was based on a consolidated complaint alleging that the defendants violated
the antifraud provisions of Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5
thereunder by making material misrepresentations and omissions regarding our Sroda-5 and Lugi-1
projects between January 20, 2005, and January 5, 2006. The consolidated actions had not been certified
to proceed as a class action.
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Another pending action filed in the United States District Court for the District of Utah entitled
Leilani York, derivatively on behalf of nominal defendant FX Energy, Inc., plaintiff, v. David N. Pierce,
Dennis B. Goldstein, Arnold S. Grundvig, Jr., Richard Hardman, Tom Lovejoy, Jerzy Maciolek, Clay
Newton, Andrew W. Pierce, and David Worrell, defendants, and FX Energy, Inc., hominal defendant,
case no. 2:08-cv-00143, asserting derivative claims on our behalf against certain of our current and
former directors and certain of our current and former executive officers and arising out of the same set of
facts, had been stayed pending final resolution of the In re FX Energy, Inc., Securities Litigation. Based
on the recent dismissal and the expiration of the appeal period in the FX Energy, Inc., Securities
Litigation, we have requested that the plaintiffs in the derivative action stipulate to a dismissal of that
action as well. Absent such stipulation, we intend to move the court for dismissal.

ITEM 1A. RISK FACTORS

Information regarding risk factors appears in “Management’s Discussion and Analysis of
Financial Condition and Results of Operations —Forward-Looking Statements,” in Part | — Item 2 of
this Form 10-Q and in Part I — Item 1A of our Annual Report on Form 10-K for the year ended
December 31, 2008. The risks described in our Annual Report on Form 10-K for the year ended
December 31, 2008, are not the only risks we face. Additional risks and uncertainties not currently
known to us or that we currently deem to be immaterial also may materially and adversely affect our
business, financial condition, or operating results.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

On June 10, 2009, at the annual meeting of our stockholders, the stockholders voted as indicated
on the following matters submitted to them for consideration:

@) Elect Richard Hardman, H. Allen Turner, and Jerzy B. Maciolek as our directors
by a plurality as shown below:

Withheld

Director For Authority
Richard P. Hardman 30,859,443 6,541,603
H. Allen Turner 33,382,844 4,018,170
Jerzy B. Maciolek 32,161,340 5,239,702

(b) Ratify the appointment of PricewaterhouseCoopers as our independent registered
public accounting firm as shown below:

For Against Abstain
37,259,823 138,775 152,558
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ITEM 6. EXHIBITS
The following exhibits are filed as a part of this report:

Exhibit
Number* Title of Document Location

Item 31 Rule 13a-14(a)/15d-14(a) Certifications
31.01 Certification of Chief Executive Officer Pursuant to Rule 13a-14 Attached

31.02 Certification of Principal Financial Officer Pursuant to Rule 13a-14 Attached

Item 32 Section 1350 Certifications
32.01 Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section  Attached
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002

32.02 Certification of Principal Financial Officer Pursuant to 18 U.S.C. Attached
Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

*  All exhibits are numbered with the number preceding the decimal indicating the applicable SEC reference number in Item
601 and the number following the decimal indicating the sequence of the particular document.

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.

FX ENERGY, INC.
(Registrant)

Date: August 10, 2009 By: s/ David N. Pierce

David N. Pierce, President,
Chief Executive Officer

Date: August 10, 2009 By: /s/ Clay Newton

Clay Newton, Principal Financial Officer
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Exhibit 31.01
CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO RULE 13a-14
I, David N. Pierce, certify that:
1. I have reviewed this quarterly report on Form 10-Q of FX Energy, Inc.;

2. Based on my knowledge, this 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 report;

3. Based on my knowledge, the financial statements, and other financial information included in
this 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 report;

4. The registrant’s other certifying officer(s) and | are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

@) designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, 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 report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(© evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of
the registrant’s board of directors (or persons performing the equivalent functions):

@ all significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant’s internal control over financial reporting.

Dated: August 10, 2009
/s/ David N. Pierce

David N. Pierce
Chief Executive Officer



Exhibit 31.02
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO RULE 13a-14
I, Clay Newton, certify that:
1. I have reviewed this quarterly report on Form 10-Q of FX Energy, Inc.;

2. Based on my knowledge, this 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 report;

3. Based on my knowledge, the financial statements, and other financial information included in
this 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 report;

4. The registrant’s other certifying officer(s) and | are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

@) designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, 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 report is being prepared,;

(b) designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(© evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of
the registrant’s board of directors (or persons performing the equivalent functions):

@ all significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant’s internal control over financial reporting.

Dated: August 10, 2009
/s/ Clay Newton

Clay Newton
Principal Financial Officer



Exhibit 32.01

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of FX Energy, Inc. (the “Company”) on Form 10-Q for the
quarter ended June 30, 2009, as filed with the Securities and Exchange Commission on the date hereof
(the “Report”), I, David N. Pierce, Chief Executive Officer of the Company, certify, pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to
the best of my knowledge and belief:

@ the Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2 the information contained in the Report fairly presents, in all material respects, the
financial condition and result of operations of the Company.

/s/ David N. Pierce
David N. Pierce

Chief Executive Officer
August 10, 2009

A signed original of this written statement required by Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic
version of this written statement has been provided to the Company and will be retained by the Company
and furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.02

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of FX Energy, Inc. (the “Company”) on Form 10-Q for the
quarter ended June 30, 2009, as filed with the Securities and Exchange Commission on the date hereof
(the “Report”), I, Clay Newton, Principal Financial Officer of the Company, certify, pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to
the best of my knowledge and belief:

@ the Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2 the information contained in the Report fairly presents, in all material respects, the
financial condition and result of operations of the Company.

/s/ Clay Newton

Clay Newton

Principal Financial Officer
August 10, 2009

A signed original of this written statement required by Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic
version of this written statement has been provided to the Company and will be retained by the Company
and furnished to the Securities and Exchange Commission or its staff upon request.
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