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People, capital and ideas that help
energy projects move forward.

Finance your next project with Goldman Sachs E&P Capital. Goldman Sachs E&P Capital is a principal investor
for the energy industry, focusing on creative solutions for project, corporate and structured financings in the
upstream, midstream, downstream and coal sectors. Our investments range from $10-150+ milion, with structures
across the risk spactrum, including Senior Debt, Subordinated Dabt. Project Debt, Velumetric Production Payments, Asset
Monetizations, Preferred Equity, Partnerships and Commaon Equity

By working with Goldman Sachs, you gain access to extensive resources — financial, technical and intellectual —
as well as our insight on commodity risk management.

To discover how we can help finance your next project, please contact Morrow Evans at 713-858-2684 (LS)
or James Chepyha at 403-269-2351 (Canada), or visit gs.com/epcapital
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Fields of dreams

Taking energy assets furthe

Constellation Energy Global Commeadities Group
invests in upstream oil and gas properties in all
stages of development. We optimize profitability
and potential through our...

A Diverse portfolio, superior technical and
financial analysis, and aligned financial goals
with established operators

A Unique capability to create financial structures
to meet specific needs of small and mid-size
operating companies

A Experienced technical and seasoned
management teams with proven success

A Potential for joint acquisitions with
Constellation Energy Partners (NYSE: CEP)

- Constellation Energy To learn more, visit us at constellation.com/global
" Global Commadities Group or call 713-369-4600.



AN INTRODUCTION

RIDING THE COMMODITY WAVE

hat financial crisis? Executives heading up
WE&P, midstream and oil service firms need

have little fear that the ongoing credit crunch
on Wall Street will harm their capital-raising efforts in
2008. Yes, debt may be a little harder to come by, and
for some, it may cost a few more basis points, but the
oil and gas industry can access capital.

This is especially true if companies are involved in
shale-gas plays or other so-called unconventional plays.
At press time, for example, Range Resources Corp.,
which is a leader in the Barnett and Marcellus shales,
increased its bank credit facility to $1 billion from $900
million—this after an oversubscription by its existing
bank group and the addition of two more banks.

Carrizo Oil & Gas Inc., which is also active in the
Barnett, and is leasing in other shale plays, closed a
$75-million term B loan in January and a $135-million
secondary equity offering in February.

Late last year, Chesapeake Energy Corp., the number-
two driller in the Barnett and Fayetteville plays, and a
huge leaseholder in the Marcellus, sold a $1.1-billion
volumetric production payment to affiliates of UBS
Securities and Deutsche Bank.

At the smaller, regional banking level, the same opti-
mism holds true. Commercial bankers surveyed for this
report reiterate that energy is still a favored industry.

Investors believe the same thing, especially as oil and

Previous Financing Articles

To assist in your capital-formation activities, refer to these
articles published in Oil and Gas Investor since last May’s
Capital Formation report.

Three Roads to Capital. Meet Denham Capital
Management, BPI Energy Partners LLC and Rivington
Capital Advisors LLC. July 2007.

Dough to Grow. These midsize capital providers will finance
microcaps: Stonehenge Capital Co. LLC, Allegiance Capital
Corp. and Five States Energy Capital LLC. August 2007.

Banking Up. Three capital providers describe their recent
deals. Capital One Southcoast, Citibank and Mizuho
Corporate Bank. September 2007.

The Mezzanine Mall. Laminar Direct Capital LP, West
Coast Opportunity Fund LLC and Petrobridge Investment
Management LLC detail their recent mezzanine deals with
E&P firms. November 2007.

gas prices on the Nymex continue to trend higher than
ever before. Ironically, oil and gas are now seen as safe
havens for investor dollars as the stock market and the
dollar are buffeted by a wave of bad economic news.

That’s one more reason why private equity available
for E&P, service and midstream firms has increased
dramatically in recent years. Experts estimate there is
about $35 billion available for private equity invest-
ments today, well above the $20 billion tallied in the
2005-2006 cycle.

Since last year’s Capital Formation report, NGP
Midstream & Resources Fund | has arrived with a trea-
sure chest of $1.4 billion.

EnCap Investments LP closed Energy Capital Fund
VIl LP with capital commitments of $2.5 billion for
investing in upstream and midstream companies. This
is its 13th fund and was oversubscribed.

Recently, Natural Gas Partners has closed a $4-bil-
lion fund for upstream.

TCW Energy Fund XIV closed with $2.6 billion to
fund energy and energy-infrastructure projects with pri-
vate equity and mezzanine deal structures. Several other
such firms are known to be in the market now raising
their next funds, which will close later in 2008.

All in all, 2008 is shaping up as a very active year.

—Leslie Haines, Editor-in-Chief

Doors to Capital. Investment bankers and private-equity
sources expected doors to all forms of capital to be open in
2008 for the energy industry. Lehman Brothers, Warburg
Pincus, Citi, SB Energy and Banc of America Securities are
interviewed. December 2007.

Lending Trends. Commercial capital availability is still
good for energy. Bankers from Comerica Bank, Whitney
National Bank and Compass Bank share their views and
detail some recent transactions for E&P clients. January
2008.

Drilling Partnerships. The financing of drilling programs
through public partnerships is discussed by HKP Financial,
NGAS Resources Inc. and Reef Oil & Gas Partners LP.
January 2008.

Start-up Money. Pine Brook Road Partners and Houston
Energy Advisors find ample opportunity to provide private
capital to E&P firms. February 2008.
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What's New

In the dynamic space of energy capital
providers, people and companies are always
on the move. Here’s a look at some new
names and faces in the past year.

By Stephen Payne, Editor, Oif and Gas Investor This Week

access capital in 2007, with private equity fueling

plenty of start-ups and IPOs in the energy indus-
try, as well as other sources providing plenty of funds
for the healthy exploration and acquisition market.
However, a robust capital market can mean feasting one
day but trouble down the line, and can present chal-
lenges for the business plans of different organizations.

“For us it’s a double-edged sword—the excess capital
is clearly driving returns down on the acquisition side
from my perspective,” said Hallie A. Vanderhider, presi-
dent and chief operating officer of Houston-based Black
Stone Minerals Co. LP., in January as the year began.

“As a mineral owner, we want development capital to be
available to the industry to facilitate drilling. Having said
that, it is our overall view that there is too much capital in
the space and for everyone who is principally growth
through acquisitions, the market remains very difficult.

“Because of the abundance of capital and the relative-
ly high commodity prices that have run for a long time
creating an abundance of cash flow, it is difficult for
sellers and buyers to agree on pricing. In addition, the
flood of MLPs over the last one to two years has added
both more capital and more competition at what I think
are unrealistic prices.”

S. Glynn Roberts, president of Houston-based
Northstar GOM LLC, does not believe there is too
much capital in his specific niche, the Gulf of Mexico.

“There is no flood of money into the Gulf of Mexico
and that is evidenced by the fact that several quality
asset packages ultimately did not exchange hands. At
the end of the day, the sellers of those packages, who
were hardly distressed sellers, made the decision to
keep the assets rather than sell into a market that they
deemed inadequate.”

Chuck Perrin, president and chief executive of Tulsa.-
based, privately held Rockford Energy Partners LLC,
also thinks too much capital is floating around currently.

“l think that the private-equity providers have a
tremendous challenge in finding enough seasoned veter-

E&P companies had plenty of opportunities to

CAPITAL PROVIDER ROUND-UP

an management teams to deploy capital to. Perhaps
some money is falling into hands of management teams
that don’t spend money as prudently and their asset
buying is raising up prices.”

Perrin says the current market makes accessing capital
easier for Rockford. He concludes, however, that there
is too much capital chasing too few deals.

Following is a round-up of 2007 capital-provider news,
from the Oil and Gas Investor This Week database.

CAPITAL PROVIDER NEWS

ArcLight Capital Partners LLC, Boston, closed
ArcLight Energy Partners Fund IV LP with $2.1 bil-
lion in capital commitments. The closing came 15
months after ArcLight closed its $2.1-billion ArcLight
Energy Partners Fund 111 LP, bringing the firm’s total
capital under management to more than $6.8 billion.
ArcLight has invested $4.6 billion of its capital in 75
energy investments since the firm was founded in 2001.

Atlas America Inc., a Philadelphia E&P company,
formed Lightfoot Capital Partners LP with $160 mil-
lion. Partners in the fund include Chicago hedge fund
Magnetar Capital, the global principal strategies group
of Lehman Brothers, Goldman Sachs & Co. and a man-
agement team led by Vincent Cubbage, formerly man-
aging director and sector head of master limited part-
nerships in investment banking for Banc of America
Securities LLC. Lightfoot will focus on funding new
infrastructure MLPs and existing MLPs in need of addi-
tional equity or structured debt. Atlas America will
own, directly and indirectly, approximately 18% of
Lightfoot Capital Partners GP LLC, the general part-
ner of Lightfoot.

Avista Capital Partners, Houston, closed its inau-
gural $2-billion private-equity fund in June 2007 and
has committed $1.4 billion in investments in 17 port-
folio companies broadly diversified in the healthcare,
media and energy industries. Its portfolio of energy
companies includes Geokinetics, Frontier Drilling,
Blake Offshore, Celtique Energie, Laramie Energy,
Manti Exploration and Peregrine Oil and Gas.

BSI Energy Partners LLC, Ventura, California,
raised its first private-equity fund, totaling $50 million,
to invest in oil and gas producers in amounts of $1- to
$10 million. Dustin Gaspari was formerly in energy
banking with Union Bank of California. The firm also
offers joint-venture partnership, direct investment in
working interest, ORRI and NRI, and debt with equity
participation.

4 HERE’S THE MONEY: CAPITAL FORMATION 2008 ¢ Oil and Gas Investor « May 2008



BlackRock Energy Capital Ltd.
changed its name to BlueRock
Energy Capital Ltd. The Houston
company provides $1- to $10 mil-
lion to independents for develop-
ment, acquisitions and monetiza-
tions through a non-recourse finan-
cial production payment via a limit-
ed-term overriding royalty. Cathy
Sliva is a co-founder and principal.

Broadpoint Capital Inc., the
broker-dealer subsidiary of New
York City-based First Albany Cos.
Inc., was renamed Broadpoint
Securities Group Inc.

Dahlman Rose & Co. LLC, New
York, started an E&P and oilfield-ser-
vices practice based in New Orleans.
Stanley E. Ellington Jr. is managing
director heading the new group. He
was managing director, corporate
finance, for Capital One Southcoast
Inc., raising equity capital for various
energy companies, and vice president
and chief financial officer at
Production Management Cos. Inc., a
privately held oilfield-services compa-
ny. Michael R. Uffman and Earl A.
Stolz 111 have been named vice presi-
dents, investment banking in the
E&P group. Both were with Ellington
at Capital One Southcoast.

Donovan Capital was formed by
John W. Donovan Jr. in Houston,
to provide energy investment capital
and capital-markets advisory ser-
vices. He was previously a vice pres-
ident with energy private-equity
provider Quantum Energy Partners,
and a financial analyst in the invest-
ment-banking group at Credit Suisse
First Boston.

EnCap Investments LP, Houston,
closed EnCap Energy Capital Fund
VIl LP with total capital commit-
ments of $2.5 billion. Participation
was oversubscribed.

Energy Ventures of Stavanger,
Norway, raised more than US$170
million in the first closing of its
newest venture-capital fund, Energy
Ventures 111, which will invest in
petroleum-related technology com-
panies. The company opened
branch offices in Aberdeen,
Scotland, and in Houston.

Bob Schwartz heads its new
Houston office. Ferd is strategic
partner and the biggest investor in
the fund. Energy Ventures’ first
fund, Energy Ventures I, was
raised in 2002-2003 with commit-
ted capital of US$55 million.

Houlihan Lokey acquired energy

M&A advisory boutique Baxter
Energy Partners LLC, New York, for
an undisclosed price. Baxter Energy
has experience with majors, large-cap
producers and downstream. The deal
is to help grow Houlihan Lokey’s
energy platform. Scott Baxter has been
named managing director, corporate
finance, for Houlihan Lokey.

IEV Capital LLC, an investment
bank in The Woodlands, Texas,
formed a $1.83-billion fund to invest
in on- and offshore drilling, green
energy businesses and other indus-
tries. Ryan Sumstad is IEV Capital
chief executive. He is founder, chair-
man and CEO of The Woodlands-
based IE Ventures Group of Cos.
In the past 11 years, IE Ventures has
helped launch more than 50 start-
ups in myriad industries.

Merrill Lynch Capital launched a
loan shop to provide senior debt to
energy companies and aims to
develop a multibillion-dollar portfo-
lio in the space. The unit’s team
consists largely of former Bank of
America/Bank Boston and JP
Morgan/Chase professionals who are
credited with issuing more than $40
billion of senior debt in four years.

Parkman Whaling LLC in
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CAPITAL PROVIDER ROUND-UP

Houston was formed by Jim
Parkman and Graham Whaling as
an energy investment-banking and
M&A advisory firm. Parkman was a
founder in 1989 of investment-bank-
ing and M&A advisory firm Petrie
Parkman & Co., which was sold in
2006 to Merrill Lynch. Previously,
he was with First Boston Corp. and
the Federal Reserve Bank. Whaling
was a founder of Houston-based,
EnCap Investments LP-funded E&P
company Laredo Energy. Previously,
he was chairman of producer
Michael Petroleum Corp., and chair-
man and chief executive of
Monterey Resources.

Prospect Energy Corp., New
York, changed its name to Prospect
Capital Corp. to clarify that it is a
capital provider and that its portfolio
includes companies other than energy.

QEM Management LP, Houston,
closed Quantum Energy Partners
IV LP, a $1.32-billion private-equity
fund dedicated to the energy indus-
try. It’s Quantum’s fourth private-
equity fund since 1998. Quantum
targets investments in oil and gas,
while also considering opportunities
in the midstream, oilfield-service,
coal, power, and alternative-energy
sectors. The firm makes $25- to
$150-million private-equity invest-
ments in the energy industry and
has more than $3.2 billion under
management.

Quintana Energy Partners LP
closed with a $650-million private
equity fund. The fund’s Houston-
based investment team is led by
Corbin J. Robertson Jr., whose fami-
ly founded Quintana Petroleum in
the 1930s with Hugh Roy Cullen.
Former U.S. Commerce Secretary
Don Evans is also a fund manager.
The investment team also includes
Warren S. Hawkins, Brock E. Morris,
Corbin J. Robertson 1l and William
K. Robertson. The fund has already
committed approximately $140 mil-
lion to seven companies: Coldren Oil
and Gas; Consolidated Oil Well
Services; Cypress; Gulfstream
Terminals and Marketing; Quintana

WellPro; Stone Mountain Resources;
and XL Prospect.

Stonehenge Growth Capital,
the principal investment group of
Stonehenge Capital Co. LLC,
raised a $200-million, junior-debt
investment fund, bringing its total
assets under management to $735
million. Stonehenge Growth
Capital Fund targets privately held,
lower middle-market businesses with
a variety of debt structures of up to
$20 million per transaction for
working capital, buyouts, recapital-
izations and acquisitions. SGC part-
ners include David Kocen, Andrew
Aye and Nemesio J. Viso. SGC
invests in many industries, including
the energy-services sector. Offices
are in Baton Rouge, Denver, Dallas,
Tampa and New York.

Tudor, Pickering & Co.
Securities Inc. was renamed Tudor,
Pickering, Holt & Co. Securities
Inc. with the arrival of Maynard Holt
as co-president, leading the Houston-
based firm’s upstream advisory busi-
ness. Holt was a managing director at
Goldman, Sachs & Co. in its energy,
power and natural resources practice,
where he worked with Tudor
Pickering co-founder Bobby Tudor.
David Cunningham was named
managing director, investment bank-
ing, where he will lead the firm in
the oilfield-services sector. Ward
Polzin joined to launch the firm in
property-marketing.

Wayzata Investment Partners
was formed by Michael V. Strain in
Houston. It runs a hedge fund and
is raising money for its first private-
equity fund, both focused on ener-
gy. He was formerly with Strain
Consultants of Houston and man-
aged investment funds for Cargill
Corp. in Minneapolis.

PEOPLE NEWS

BMO Capital Markets, Toronto
and Chicago, the investment- and
corporate-banking arm of BMO
Financial Group, named Tod
Benton managing director and head
of the energy and power group in

Houston, consisting of more than
35 professionals. Scott Humphrey
was named executive managing
director and head of U.S. M&A in
Chicago.

BNP Paribas named lan H. Fay
managing director and head of the
energy and natural resources,
Americas, team within corporate
finance.

Valerie Gibbs joined Bank of
Scotland’s loan-production office in
Houston as senior vice president.
The 26-year-old Houston office has
been active primarily in oil and gas
upstream, midstream and down-
stream transactions. Loan sizes are
$20 million and up. Prior to joining
Bank of Scotland, Gibbs was with
Bank of Texas, Amegy Bank and
Wells Fargo.

C.K. Cooper & Co., Irvine,
California, opened a branch office in
New York City, headed by senior
research analyst Michael Cohen.

Dahlman Rose & Co. LLC
named Kevin Mack managing direc-
tor of investment banking, focusing
on maritime and offshore services.
He was chief executive and head of
U.S. corporate finance for Danske
Markets Inc.

Hallie H. Kim joined EnCap
Investments LP in its Houston
office as a managing director, over-
seeing investor relations and fund-
raising. Prior to joining EnCap, Kim
was with Pantheon Ventures Inc. in
San Francisco.

GE Capital’s Robert D. Franson
joined Dublin, Ireland-based Bank
of Ireland as vice president, North
American global project-finance
team. Franson will be based in
Stamford. At GE Capital, he was
vice president, energy financial-ser-
vices group.

Houlihan Lokey named Richard
J. Mandery a director in the global
energy group. Mandery was a direc-
tor at Barclays Capital and has expe-
rience in investment banking with
the natural resources groups at
JPMorgan and Banc of America
Securities.
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CAPITAL PROVIDER ROUND-UP

Trond Rokholt was named man-
aging director for New York-based
Jefferies Finance LLC, a direct
lending company. He was head of
the U.S. loan syndication group at
Fortis Capital, focusing on energy
transactions, head of energy invest-
ment banking at BancBoston and
managing director in the natural
resources group at ING.

Lazard Ltd., New York, named
Bruce Bilger chairman and head of
global energy for its financial business
and will co-head its Southwestern
U.S. investment-banking region.

Townes Pressler joined Lime
Rock Partners’ investment team
as a managing director in the
Houston office. He was co-founder
of Peregrine Oil & Gas.

NGP Energy Technology
Partners LP named Jason E. Hicks
principal. He was vice president and
has experience at Citigroup in M&A

and leveraged finance.

Natural Gas Partners, Irving,
Texas-based private-equity firm,
named Christopher D. Ray manag-
ing director. He was a principal and
remains general counsel. Raymond
G. Edgar and Thomas J.N. Verhagen
were named principals. Edgar was a
head of underwriting and portfolio
manager for GE Energy Financial
Services. Verhagen was director of
commercial operations of the
Western region for Oceaneering
International Inc. Ray Davis was
named venture partner. He was co-
chairman and co-chief executive of
Energy Transfer Partners LP, an
NGP portfolio company.

Plexus Capital, Denver, named
David Christofferson partner. He
was chief financial officer for
Venoco Inc., Denver, and involved
in the company’s IPO.

Quantum Energy Partners,

Houston, named David L. Bole
managing director. He was presi-
dent of SouthView Energy LP, a
Quantum portfolio company. Bole
was a managing director of asset
marketer Randall & Dewey (now
Jefferies Randall & Dewey) from
1996 to 2005.

Riverstone Holdings LLC, New
York, named John Browne manag-
ing director and managing partner
of Riverstone Europe in London.
He was chief executive of BP Plc.
Riverstone named Elizabeth K.
Weymouth managing director in
New York. She was managing direc-
tor and head of investment business
in the U.S. Northeast for JPMorgan
Private Bank. John J. Moon was
named managing director. He was a
managing director at New York-
based Metalmark Capital LLC.
Greg Myers, managing director, is
Moon’s successor at Metalmark.
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The energy industry is changing fast.

Why not use a bank that realizes that?

Your company's noods have changed, and we've noticed. Backed by years of cxperience in the

fast-paced energy industry, the Compass Energy Banking Group has the flexibility and know-haw to help

your business continue on its path of success. From specialized lending products to the investment

of excess cash balances for your company, We can even provide lailored financial planning advice for

your sxecutives. We always have our ear fo the ground to better prepare you for what's coming in the

future. To leam more give us a call

Murray Brasseux 713.268.8271 *+ Dorothy Marchand 713.968.8272

Mamber FONC

Cumpass Bank
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solutions to their capital requirements:

» Senior Debt
* Subordinated Debt
» Mezzanine Debt

* Project Finance
* Equity
* Commodity / Interest Rate Hedging

In the Energy sector, Guggenheim Partners has closed more than 35 senior debt,
mezzanine and cquity investments representing in excess of $2 billion. Our invelvement
is primarily focused on companies who engage in:

* Exploration and production

. (_%athcring. processing and transmission

* Petrochemicals and refining

» Qilfield services, equipment manuﬁn‘.ruriﬂg
* Alternartive energy

About Guggenheim Partners
88

Guggenheim Partners, LLC is a global diversified financial services firm with wealth
management, capital markets, invesoment management and proprictary investing businesses.
Clients are an elite mix of individuals and institutions thar together have entrusted
Guggenheim with supervision of more than $125 billion of assets. Guggenheim Partners
traces its heritage to the Guggenheim family, a major contributor to th dn clopment of
business and philanthropy in the United Srates since the late 1800s. Today, the firm employs
more than 525 dedicated professionals through a global network of offices.

RADEN EXPLORATION, LLC

iIPR

Group of Companies

BRADEN EXPLORATION
$50,000,000

Senior Secured
Credit Facility

IPR EXPLORATION, INC.
$100,000,000

Senior Secured
Credit Facility

Arranger and Invesior Arranger and Investor

June 2007 August 2007

RAM ENERGY RESOURCES, INC.
$500,000,000

Senior Secured
Credit Facility

$50,000,000

Senior Secured

Credit Facility
Arranger and Investor Arranger ard fnvesior

November 2007 November 2007

Guggenheim Partners, LLC

Todd Boehly
Maneiging Partier

135 East 57th Street
New York, NY 10022
(212) 651-9450 (office)
(212) 644-8107 (fax)

Tim Murray
Mancaging Director

1301 McKinney, Suite 3105
Houston, TX 77010

(713) 300-1330 (office)
(713) 300-1339 (fax)

Jeff Bartlett
Director

1301 McKinney, Suite 3105
Houston, TX 77010

(713) 300-1330 (office)
(713) 300-1339 (fax)

(203) 918-4591 (cell)

energy@guggenheimpartners.com

MILAGRO

EXPLORATION

$1,350,000,000

Senior/Second Lien
Credit Facility Equity

Arranger and Investor

November 2007

MID STREAM

' ENERGY SERVICES, LLC

$50,000,000

Senior Advancing

Credit Facility

Arranger and Investor

February 2008



CREATIVE FUNDING

Funding Offshore E&P

E&P companies focused on offshore assets
find many ways to fund their activities.

By Ellen Chang, Contributing Editor

duction are finding various methods to finance

acquisitions or accelerate their drilling programs.
Commercial banks and private equity providers are not
adverse to taking an interest in Gulf of Mexico explo-
ration and development, even though the assets under-
lying such companies differ greatly from onshore assets
as far as reserve life goes.

Callon Petroleum Co., Northstar GOM LLC, Cobalt
International Energy LP and Dynamic Offshore
Resources LLC are examples of E&P companies that
have employed various strategies to fund their offshore
programs. Each predicts an increase in drilling in 2008
as oil and gas demand increases and commodity prices
remain healthy.

E&P firms that focus on offshore drilling and pro-

MONETIZING A JEWEL

In February 2008, Callon Petroleum Co., of
Natchez, Mississippi, took a somewhat cre-
ative route to gaining enough capital to finally
develop its 100%-owned Entrada Field in
Garden Banks Block 782, in 4,650 feet of
water. The field was found in 2000 by BP and
Callon after drilling two discovery wells and
seven delineation wells.

Since then, Callon had acquired the rest of
the field it had not owned, and sought more
capital to bring it to production. It needed to
drill two development wells that will be pro-
duced as subsea tie backs to the Magnolia
Field tension leg platform nearby.

On April 8, the same day CEO and chairman Fred
Callon rang the bell at the New York Stock Exchange,
Callon closed on its deal to accomplish this by bring-
ing in a new 50% partner from Japan.

At closing, CIECO Energy (U.S.) Ltd., a subsidiary of
Tokyo-based Itochu Corp., paid Callon $155 million
and reimbursed Callon $12.6 million for 50% of
Entrada capital expenditures incurred prior to the clos-
ing date. In addition, CIECO agreed to fund half of a
$40-million future contingent payment owed by Callon
to BP Exploration and Production Co., the former
majority interest owner of the field.

Glynn Roberts,
president,
Northstar GOM

As part of the transaction, CIECO has also agreed to
provide a loan to Callon for $150 million of field devel-
opment costs through initial production. Callon will
retain a 50% working interest and continue to operate
the field. Merrill Lynch & Co. advised Callon on the
transaction.

Fred Callon said at the time the deal was inked, “The
agreement provides for a fully funded development
plan...and represents the final major step in achieving
initial production from the Entrada Field in the first
quarter of 2009.”

Independent engineers have estimated Entrada’s net
proved reserves at 17.5 million barrels of crude oil
and 87.1 billion cubic feet of natural gas.

OFFSHORE A&D

Northstar GOM is a 13-year-old, private Houston com-
pany focused on growing its offshore asset base
through a strategy of low-risk drilling and strategic
acquisitions, says Glynn Roberts, president. The com-
pany’s target for 2008 is to produce 60- to 70 billion
cubic feet equivalent daily and to increase its reserve
size by 20% after production runoff.

To that end, Northstar is currently taking a
look at two different acquisitions of assets with
a total value of about $200- to $300 million.

“We are also starting to take larger pieces of
deals, but we still are not likely to drill very
many projects with a 100% working interest,”
he says.

Northstar has sampled a menu of capital-rais-
ing options. It is backed by a private equity infu-
sion from Natural Gas Partners, and also cur-
rently has a senior debt facility of $100 million
led by BNP Paribas. The company’s bankers
also include Comerica Bank and Capital One.

The company’s earlier structure included mezzanine
financing but that changed in March 2006 when the
company joined with NGP and arranged the original
senior facility with BNP Paribas. “Northstar and our
equity sponsor, NGP, determined in early 2006, direct-
ly following hurricanes Katrina and Rita, that it was an
attractive time to recapitalize and pursue growth in the
Gulf,” Roberts says.

Today, the company’s average deal size is about
$50 million, although last year, Northstar acquired
additional interest in one field for a smaller, undis-
closed amount. In 2008, Northstar plans to do deals
in the $50- to $150-million range.
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CREATIVE FUNDING

“If the deal is priced right and is a
great fit, then we will definitely do
it,” Roberts says.

Roberts says additional equity is
available from Natural Gas Partners
for the right transaction. Regardless
of whether the company seeks addi-
tional growth from trans-
actions, his strategy is to
keep the company’s debt
equal to one year or less of
cash flow.

“We are mindful of not
taking too much in debt
and will always attempt to
maintain a very healthy
balance sheet with proper
hedging in place,” he says.
“We would typically fund
any acquisitions with a
combination of debt and
equity. The majority of
our drilling is funded by
internal reinvestment of cash flow,
and our borrowing base.”

co-founder,

Resources

DEALS OUT OF THE GATE

A new Houston-based offshore play-
er, Dynamic Offshore Resources,
has already been active in the A&D
space since it received a $500-mil-
lion private equity commitment
from Riverstone Holdings and man-
agement in January 2008. In March,
the company closed its first pur-
chase, a 75% interest in SPN
Resources LLC for $165 million.
SPN was the oil and gas subsidiary
of Superior Energy Services Inc.,
which will retain an effective 25%
interest in the oil and gas unit.

In the deal, Dynamic and an affili-
ate, Moreno Group Holdings LLC,
purchased approximately 180 pro-
ducing wells with current net daily
production of approximately 11,000
barrels of oil equivalent per day. The
package includes interests in 31 off-
shore blocks covering approximately
100,000 net acres.

More than 90% of the proved
reserve value and current produc-
tion volumes from the properties
come from six operated fields.
Current proved reserves exceed

Matt McCarroll,
chief executive and

Dynamic Offshore

13.5 million barrels of oil equiva-
lent and these volumes are more
than 95% developed.

Dynamic Offshore Resources has
also entered into a turnkey abandon-
ment contract with Superior Energy
Services whereby the latter will pro-
vide all well abandonment
and platform decommis-
sioning services at fixed
prices once the SPN fields
are depleted and ready for
abandonment.

“Our purchase of the
controlling interest in SPN
Resources provides the
platform to implement our
strategy of investing heavi-
ly in the Gulf of Mexico
shelf,” says Matt
McCarroll, chief executive
and co-founder of
Dynamic Offshore
Resources. “We believe this is a
very opportunistic time for a well-
capitalized new company in the
Gulf of Mexico.”

While Gulf of Mexico assets are
sometimes viewed by other pro-
ducers as out-of-favor or neglected,
he says the assets are viable and
can generate plenty of growth
opportunities.

“We just see an opportunity where
public or large independent compa-
nies are exiting the shelf,” he says.
“There are more sellers than
buyers. There are many
opportunities to buy.
Reserve calculations can be
very subjective, but we
think even at these high
product prices, we can
assemble a portfolio of
properties with growth.”

The company could also
use some of its capital to
fund the purchase of infra-
structure such as laying
pipelines and building
platforms and refurbishing
them, McCarroll adds.

Dynamic Offshore Resources was
formed in
McCarroll,

founder,

Mike Moreno and

Joseph Bryant,
chief executive and

Cobalt International

Riverstone Holdings. McCarroll pre-
viously served as the president of
Maritech Resources Inc., an exploita-
tion and production company foc-
used on the Gulf of Mexico, and a
subsidiary of Tetra Technologies Inc.

DEEP WILDCATTING

Founded in late 2005, privately held
Cobalt International is focused on
oil and gas exploration in the deep-
water provinces of the Gulf of
Mexico and West Africa.

Last November, the company
received a second round of private
equity, $350 million from First
Reserve Corp. This follows on the
heels of prior commitments from a
group including Goldman Sachs,
Carlyle/Riverstone Holdings, Kern
Partners and Cobalt management.
This group at the company’s found-
ing committed some $600 million
of private equity, which garnered a
lot of industry attention at the time,
as private equity wasn’t known for
investing in startups with that mag-
nitude of capital, especially for
companies focused on exploration
offshore.

No producing-asset deals for this
company. Instead, Cobalt has used
its capital aggressively to build a base
for future grassroots drilling by pur-
chasing federal leases in the Gulf of
Mexico. It was the high bidder for 53
blocks in October’s Gulf of
Mexico Sale 205, placing it
third in the industry’s
largest offshore leasehold
auction in 24 years.

Assuming all blocks are
awarded, Cobalt will own
a total of 107 blocks, 69
of which are Cobalt oper-
ated. This acreage invento-
ry is sufficient to feed the
company’s exploration
plan for the next five years,
says chief executive and
founder Joseph Bryant.

For 2008, Cobalt plans to spud
two to three deepwater wells, says

January 2008 by | Bryant, but he would not disclose

specific amounts to be spent.
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REGIONAL BANK OUTLOOK

Regional credit

no problem

Bullish energy lenders have increased their
price decks. They are also buying discounted
energy loans from money-center banks.

By Gary Clouser, Contributing Editor

espite the credit morass that has hit the behe-
Dmoth New York-based money-center banks the

hardest, regional energy banks report having
capital available to exploration and production compa-
nies as that sector continues to outperform the broader
market.

In fact, many energy banks are seeing more business
come down market to them, as bigger institutions
adversely affected by subprime mortgage losses try to
shed loans in an effort to improve liquidity.

Ironically, oil and gas, once perceived as a risky, even
alternative investment by some, is now perceived as
safe, as in the old saw “flight to quality.”

Thus far, the E&P bankers agree, the struc-
ture and terms of first lien or senior debt have
been little changed by the credit crisis. The
bankers note that senior debt is linked to i
proven oil and gas reserves, and with such a
high demand for these assets, the risk of hold-
ing that collateral is minimal.

However, second liens, roughly analogous
to a second mortgage, are getting tougher to
obtain and more expensive, bankers say.

Terms vary greatly depending on the quality
of the E&P management teams, their reputa-
tions, track record, and familiarity and com-
fort level the banks have concerning a compa-
ny and its assets.

Kyle Hranicky, executive vice president and manager
of the Wells Fargo Energy Group based in Houston,
says the bank has purchased at a discount $50- to $75
million in E&P-related loans from institutions affected
by the credit crisis.

Wells Fargo has about $10 billion in commitments to
the oil and gas industry, of which 60%-70% is in the
E&P sector. One of the nation’s largest banks, it enjoys
a long-standing niche as a loan provider to the E&P sec-
tor. With it Triple AAA credit rating intact, Wells Fargo
is seeking additional discounted loan purchases, taking

Group

Kyle Hranicky,
executive vice president
and manager,

Wells Fargo Energy

advantage of its strong liquid positioning.

Steve Kennedy, senior vice president and manager of
the energy group of Amegy Bank, based in Houston,
also is bullish on energy, and has also bought some
loans. “We are seeing more opportunities because some
banks with large subprime exposure are not able to
make new commitments, and they are shedding some
of their existing loans at fairly sizable discounts.

“We bought some loans at 95 cents on the dollar ear-
lier this year to increase our exposure in some existing
E&P and midstream relationships.” Since then, some
offers are even coming in for less, he notes.

“This is a year where relationship banking is making a
comeback, as opposed to transactional banking, with
the lowest-cost provider—regardless of whom that might
be. Terms in the E&P market are somewhat better than
the terms in the general commercial or corporate market
because credit quality among E&P companies is excel-
lent compared to other sectors,” Kennedy says.

NEW OPPORTUNITIES

Regional banks are happy to be stepping into
the void while their larger city cousins deal with
restructuring their portfolios, obtaining fresh
capital and repricing risk on exotic financial
instruments. Says Tulsa-based Mickey Coats,
manager, Bank of Oklahoma Energy Group: “It
appears that we are being asked to take larger
hold levels due to syndication failures or reduc-
tions, and/or big banks may have liquidity
problems and are taking less themselves.”

Texas Capital Bank is also seeing new deal
flow as a result of the debt crisis. “We had a
number of opportunities open for us in the
past six months that didn’t previously exist
due to the issues facing the larger financial institutions,”
says Chris Cowan, Dallas executive vice president. “We
see this as a bigger portion of our growth in 2008.”

Mark Thompson, Denver-based senior vice president
and head of energy banking for U.S. Bank, says that the
bank in the trailing six months through March had
picked up about $40 million in discounted loan pur-
chases. Most were priced at the low- to mid-90s on the
dollar. However, lately the bank has tapered off on
making such purchases.

“We have seen an increase in the number of loans for

L

-
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sale and it appears that the discounts
are getting steeper. We have become
more selective in the secondary mar-
ket recently because of rising loan
demand and the need to maintain
sufficient lending capacity to meet
the credit needs of customers.
However, we are still purchasing
loans when there is a relationship
reason to do so,” Thompson says.

He compared U.S. Bank to Wells
Fargo in that both are national
banks that have avoided the liquidi-
ty problems brought about by the
subprime crisis. As a result they
have sufficient liquidity to purchase
discounted loans from institutions
seeking more liquidity. Also, like
Wells Fargo, U.S. Bank has a repu-
tation and history of being an ener-
gy banker, says Thompson.

The fourth-quarter 2007 discount-
ed loan purchases helped propel
U.S. Bank’s petroleum lending to its
best year ever, growth of 37% over
2006. For 2007, the bank’s petrole-
um-oriented loans—about 70% of
which were for E&P loans—totaled
$2.8 billion. That year featured
E&P-oriented loans to 28 new
clients, a 25% increase over 2006.

Thompson says the bank “expects
2008 to be a very strong year.”
Much of its new business through
the first quarter came from existing
E&P clients wanting to increase
their senior credit facilities and bor-
rowing bases, he says.

Borrowers changing major loan
terms, such as amounts and maturi-
ty dates, however, are beginning to
see pressure from their banks to
increase loan pricing in response to
the generally rising cost of long-term
debt capital.

David Reid, head of the Houston-
based energy lending group for
Capital One Southcoast Inc., says
that bank plans to purchase discount-
ed loans as well, some for as little as
88 cents on the dollar. Such purchas-
es will help fuel the bank’s growth of
total commitments to E&Ps.

Capital One experienced about
60% growth in loan commitments to

the oil and gas industry during
2007, to just under $1 billion.
About 70% was for the E&P sector.
Reid says at the beginning of 2008,
he had budgeted for growth of
about 20%, which he now expects
to “handily exceed.” Capital One
also has increased the maximum
size of loans provided to individual
companies to $50 million from $30
million.

Emerging themes
from regional
E&P Bankers

Banks are very bullish on E&P
loans, as they are viewed as
relatively safe, and even a
“flight to quality.”

e Regional banks that were not
stung by the subprime morass
are being offered E&P loans at
a discount, from money-center
banks that are shedding those
loans to gain more liquidity.

e Regional banks are increasing
their total commitments to
E&P loans.

e Transaction structure for first-
lien, or senior debt, does not
seem to have changed much.
But terms for second-lien debt
have changed dramatically,
essentially doubling the inter-
est rate in a year’s time.

LOWER RISK

The E&P sector has become one of
the lowest-risks businesses for
banks, Reid says. For the past
decade the loss to the banking
industry on proven reserve-based
loans has been virtually zero.

Reid, who has been involved in
oil and gas finance since 1976, still
has vivid memories of the downturn
in the 1980s. He notes the irony

that the oil and gas industry, which
has historically been perceived as
being high risk, is now viewed by
most bankers as safe. “Now, the
flight to quality is to the oil patch,”
Reid says.

Bank of Oklahoma’s Coats adds,
“Historical loan losses for E&P lend-
ing are and have been minimal, and
E&P has been proven to be a safe
sector to place capital.”

Amegy’s Kennedy agrees, saying,
“Energy lending is one of the few
bright areas for banks in this current
market. Banks are allocating a
healthy share of capital to the ener-
gy sector. Energy companies should
have adequate funds available for
senior debt in 2008.”

Amegy’s energy group grew loan
commitments 30% to a total $2.3
billion during 2007. Its outstanding
loans grew 61% to $1.2 billion dur-
ing that same time.

“About half of that growth was on
the E&P side, with 33% being in oil-
field service lending and the remain-
ing 17% in midstream,” Kennedy
says. “We expect this year’s growth
in loans and commitments to be in
the 25% to 30% range.”

Cowan says Texas Capital Bank’s
energy business grew by more than
50% in 2007. It is focused on loans
of $40 million or less, and at least
90% of its portfolio is concentrated
in loans where it is the only, or pri-
mary lender.

“Our growth in 2008 will be dic-
tated by the opportunities we see in
the market. Most of that growth has
historically come from finding E&P
companies that have current bor-
rowing needs below $10 million
and significant capital needs to drill
up existing fields,” he says.

“Because we’re a relationship-
focused and entrepreneurial bank,
we look at ways to help our clients
grow their businesses. In fact, we’ve
helped many of these clients turn
five- or six-well fields into very
strong E&P companies. We’re a
Texas-based bank that primarily
focuses on owner-managed, middle-
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market companies, primarily in the
upstream sector.”

Cowan says while the bank does
have a number of midstream clients
whose assets allow it to evaluate the
reserves and throughput on those
systems, “we made the decision not
to pursue opportunities in
the service sector and stay
focused on upstream. Our
expertise in financing com-
panies that utilize the drill
bit has served us well, par-
ticularly given the current
price environment and
acquisition market.”

SECOND—LIEN BLUES

While the senior debt mar-
ket appears to be little
changed by the credit crisis
and heightened concerns
about retaining liquidity,
this is not true of second liens.
LIBOR, (the London Interbank
Offering Rate) is a crucial indicator
of the severity of the credit squeeze
because it is the rate at which banks
lend to one another, and it reflects
increasing liquidity pressures in
funding markets. LIBOR had risen
to 6% at the end of March, the high-
est level since late December 2007.

To the chagrin of E&P companies,
LIBOR is rising, even as the U.S.
prime rate is declining, and that
affects second-lien deals.

“I hear that loan terms are getting
tighter, but | haven’t seen it yet.
The big banks and syndicators must
do it first. We are seeing less of sec-
ond-lien debt, as hedge funds and
others are backing off,” Coats says.

The second-lien market is less
active because many of the investors
that were buying that paper have
experienced losses in other parts of
their portfolio “that have created
some capital and liquidity chal-
lenges,” Amegy’s Kennedy says.

Wells Fargo’s Hranicky says that
senior debt is priced at LIBOR plus
100 to 125 basis points on the low
end, to 200 to 250 basis points on
the high end—about what it was

Stephen Kennedy,
senior vice president

and manager of the

energy group,
Amergy Bank

before the credit crunch.

But, since June 2007, second liens
have gone from LIBOR plus 400-
500 basis points to 600-700 basis,
or higher. Second liens are harder to
place and will take higher pricing to
get done, he says, noting that Wells
Fargo is an active partici-
pant in arranging second-
lien loans.

Reid says the second-lien
range continues to expand
and rates have gone from
3%-4% a year ago to 6%-
8% now.

Tranche B loans are
priced roughly in-between
senior debt or first-lien
loans and second-lien
loans. Senior debt is some-
times referred to as
Tranche A. When a bor-
rower seeks to add to the
dollar amount of the first loan, usual-
ly for a short time and scheduled
around a one-time event such as an
acquisition, the borrower may seek a
Tranche B, or Term B loan. Such a
loan usually has a maturity of one
year and is linked to the timing of a

“conforming,” or Tranche A, and
$10 million was “non-comforming,”
or Tranche B. Tranche A was priced
at LIBOR plus 2.25%-2.75%, whereas
the Tranche B was priced at LIBOR
plus 3.5%. Tranche B was support-
ed by a strong initial equity/liquidity
position, a strong equity sponsor
and an active low-risk development
drilling program.

NEW PRICE DECKS

Some banks use price decks tied to
the New York Mercantile Exchange
strip, or tied to hedges of clients,
whereas others have more absolute
targets. “We (Bank of Oklahoma)
have consistently used a price deck
based on Nymex futures prices. That
has not changed. Whether prices go
up or down, we are consistent in
our deck. | can’t say that about all
energy banks,” says Coats.

“We do not ordinarily require
hedging unless a deal is at the high
end of leverage. If the advance
rates are high, then we look to
require amortization and some
amount of hedging to protect our
downside risk.”

“We do not ordinarily require hedging unless a deal is at
the high end of leverage. If the advance rates are high, then
we look to require amortization and some amount of hedg-
ing to protect our downside risk.”

Mickey Coats, Bank of Oklahoma

specific goal. A second-lien is essen-
tially starting all over again, with a
longer time period, much as a second
mortgage.

The lowest-priced loans are the
first-liens, with Tranche B slightly
higher, and second-lien loans, con-
siderably higher still, Reid says.

An example from Amegy illustrates
the differences in terms of pricing. It
recently completed a deal with a
$54-million borrowing base, of
which $44 million was designated

Amegy has used for the past year,
and continues to use, a price deck
for oil and gas that is equal to 75%
of the futures’ strip for the next five
years, held flat thereafter. “We have
seen a number of banks putting a
cushion between futures prices and
their price deck as prices increase,”
says Kennedy.

“We have chosen not to do that,
but to instead encourage any cus-
tomer that intends to use a high
degree of leverage to lock-in their oil
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and gas prices via our derivative
capabilities. Generally, if hedging is
required, something in the 70% to
80% range is required, with 85% to
90% generally being the maximum
amount of hedging allowed.”

Wells Fargo’s Hranicky notes
that most of his clients hedge, par-
ticularly if a private equity firm is
involved, so the bank uses whatev-
er hedge the client has, making the
bank’s price deck less significant.
Wells Fargo’s price deck for oil is
currently $65 per barrel, slipping
to $55 over the next five years; and
for natural gas, $6.75 per thousand
cubic feet dropping to $6 over the
same time period.

The price deck for Capital One is
$60 falling to $55 over five years,
and $6.50 dropping to $6. With
current prices far exceeding those
price decks, Capital One clients have
built their coffers, and further

strengthened their credit-worthiness,
Reid says.

U.S. Bank’s Thompson notes that
just three years ago, most banks had a
long-term oil price deck of about $30
per barrel, but the average
now is about twice that at
$55 to $60. U.S. Bank’s
near-term price deck for oil
is $65, and $55 long term.

Banks had been cautious
about raising their price
decks in response to rising
oil prices during the past
several years, which creat-

lien debt providers may be starting
to get “squeezed out” of the market,
Thompson says.

Amegy has also found another
E&P-related profit center, Kennedy
says. It is now an active
investor in about 14 pri-
vate-equity funds, with just
under $50 million invested.

“This has proven to be a
very good place to become
involved early on with
new, developing compa-
nies. And, because of our
familiarity with these pri-

ed room for other debt Mickey Coats, vate-equity groups, we
providers like Term B and manager, have been in a position to
second-lien lenders to meet Bank of Oklahoma help several companies
the growing debt capital Energy Group find a good equity spon-

needs of E&P companies.

Now that banks have nearly dou-
bled their price decks and have
become aggressive in structuring
their senior debt, the B and second-

sor. We have made excel-
lent rates of return in these energy
private-equity funds to date, so we
anticipate continuing this activity for
the foreseeable future.” «

Laminar
Direct
Capital

Creative Solutions for
Energy Capital Needs

= Laminar Direct Capital provides debt and equity capital throughout Morth America.

* LDC is a member of the D. E. Shaw group, an alternative asset management firm
with approximately 335 billion in aggregate capital.

* LDC professionals manage an aggregate portfolio of second lien, mezzanine,
and equity investments of over $2.5 billion.

* LDC professionals have expertise in a wide range of energy sectors.

= LDC structures capital solutions that meet the needs of a particular business
opportunity in amounts ranging from $10 million to $250 million.

Robert T. Ladd Todd A. Qverbergen John Griggs Kenneth Debow
FPresident Directar Vica Precident Vice President
(713) 292-5401 (713) 292-5402 (713) 292-5409 (#13) 292-5405
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ANGEL INVESTING

Tracinda takes stake In
Delta Petroleum

Famed investor Kirk Kerkorian has closed
on his first direct oil and gas investment,
enabling Delta Petroleum to jumpstart its
Paradox Basin promise.

By Ellen Chang, Contributing Editor

nies usually comes from traditional means such as

industry partners, commercial bank loans, public
or private equity. And then, there are the high-net-
worth individuals.

Delta Petroleum Corp., however, has joined with a
unique source—at least, unique for the upstream industry.
In December 2007, it agreed to a financing deal with
Tracinda Corp., the privately held Nevada company
owned by renowned billionaire investor Kirk
Kerkorian, who has owned a wide range of
companies, including airlines and casinos.

Delta, a Denver-based E&P company,
whose core areas of operation are the Gulf
Coast and Rocky Mountain regions, received
$684 million by selling 36 million shares of
Delta’s common stock at $19 per share.

The deal closed February 19, 2008, after
shareholders approved the transaction,
which in effect sold Tracinda a 35% stake in
the company.

The size of Delta’s board also increased
from 10 to 12 members, by adding two
Tracinda representatives: James Murren, presi-
dent and chief operating officer of the MGM
Mirage, and Daniel Taylor, an executive with Tracinda.
Tracinda will have the ability to nominate an additional
three members to the board in the future.

At the time, Roger Parker, Delta’s chairman and chief
executive, said, “With the closing and funding of the
transaction, Delta is positioned to deliver substantial
reserve, production and cashflow growth. We look for-
ward to having Mr. Kerkorian and his leadership team
at Tracinda as a significant shareholder and supporter
of Delta. We believe the acceleration of our drilling
inventory will provide for many years of shareholder
value creation.”

Funding for exploration and development compa-

Roger Parker,
chairman and

chief executive,
Delta Petroleum Corp.

While Kerkorian has invested in dozens of compa-
nies over the years, the well-known investor was a new-
comer to the energy business. He had never acquired a
stake in a publicly traded oil company, much less a
company that is small compared to some of his other
holdings.

MEETING IN LAS VEGAS

The deal evolved quickly last December and negotia-
tions proceeded rapidly during a three-week period,
Parker says. His first discussion with Kerkorian began
on December 2 and within 24 hours Parker met with
the investor in Las Vegas.

Kerkorian had decided about a year ago that he was
interested in the energy sector.

Edward “Tiger” Mike Davis, who has been friends
with Kerkorian for the past 60 years, introduced the two
businessmen and suggested that Tracinda take a look at
the energy company. Davis was familiar with Delta’s
assets and strategy because about five years
ago, Delta acquired some property from Davis.

Parker was intrigued with Tracinda’s interest
because his company’s stock was undervalued
and trading sideways at $15 per share. “The
company had a $1-billion market cap and we
felt it was worth more than that,” he says.

The company has an attractive property mix
that includes substantial low- to medium-risk
natural gas activity and significant growth in
its Piceance Basin acreage, which is fairly pre-
dictable and repeatable.

But the sizzle is a “meaningful” discovery in
the Paradox Basin in Utah, where Delta has
80,000 acres and five gas prospects. One of its
Utah wells encountered 906 feet of net pay. (See
“Prospering in the Paradox,” Oil and Gas Investor,
August 2007.)

Delta also has two large wildcat areas with tremen-
dous reserve potential in the Utah Overthrust and the
Columbia River Basin in Washington, where the com-
pany has 110,000 and 450,000 acres, respectively.

“Although it is certainly high risk, we see a lot of
reserve potential and each of the two areas possess
company-changing opportunities,” Parker says.

Tracinda first offered Delta $17 per share for 36 mil-
lion shares, which the company rejected, but discussions
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continued. Although Delta had ini-
tially sought a deal that was less
dilutive, Kerkorian would not budge
from his desire of acquiring 36 mil-
lion shares, Parker says. Kerkorian’s
response was that his company only
went after meaningful positions.

“It was also their feeling that we,
Delta, needed that much money to
accomplish our goals, which includ-
ed significant proven-reserves-per-
share growth through an increased
drilling effort,” he says. “We realized
that even with the significant dilu-
tion, we would experience much
greater per—share reserve growth.”

Parker and the Delta board had a
few days to mull over Tracinda’s

locations on approximately 18,250
gross acres with a 95% working
interest. Delta also increased its
interests in currently producing
wells and realized an increase in
production of 6 million cubic feet of
gas net per day.

The deal increases Delta’s work-
ing interest in the North Vega pro-
ject leasehold to 95%, with addition-
al acquired acreage that includes the
4, 300-acre Buzzard Creek federal
unit and approximately 6,000 acres
immediately adjacent to the Buzzard
Creek Unit. Delta’s acreage position
in the Vega area totals over 20,250
net acres.

Delta estimates that the transac-

“The key to the deal is that

Kerkorian recognized that by

removing the issue of funding, Delta’s management would
be able to spend its time fully on executing its game plan.”

Tom Petrie, Merrill Lynch

offer. About six days after the initial
proposal, both groups agreed to the
final amount of $19 per share—a
26% premium over the stock’s trad-
ing price in December 2007.

Delta would have used its existing
cash flow, along with its credit facili-
ty, to continue its drilling activity if
the investment from Tracinda had
not emerged, Parker says. But
Tracinda’s investment will allow
Delta to accelerate its drilling in its
core areas, especially in the Piceance
and Paradox basins. The funding
has also given the company the
financial flexibility for increased
acquisitions.

THE ENCANA DEAL

Indeed, that is exactly what has
occurred. Subsequent to the
Tracinda deal closure, Delta entered
into a transaction with EnCana Oil
& Gas (USA) Inc. to jointly develop
a portion of EnCana’s leasehold in
the Vega area of the Piceance Basin.
As part of this agreement, Delta has
acquired more than 1,700 drilling

tion’s total resource potential is in
excess of 1.4 trillion cubic feet
equivalent, giving it in excess of 2.0
Tcfe in the Piceance Basin.

This also brings the company’s
estimated total proved reserves to
approximately 530 billion cubic feet
equivalent. Delta has committed to
fund $410.5 million, with $110.5
million already paid and three
$100-million installments over the
next four years that have been guar-
anteed with a letter of credit.

“This transaction more than dou-
bles our position and drilling inven-
tory in the southern Piceance Basin
into one large contiguous acreage
block,” Parker says.

The company has also announced
an increase in its 2008 drilling bud-
get to a range of $350- to $370 mil-
lion. The increase allows for acceler-
ation of the Vega area drilling pro-
gram, which should realize signifi-
cant reserve growth and increased
value of its Piceance Basin assets.

Delta is now running four rigs
full-time and expects to double that

number during the next 12 months
in the Piceance Basin, Parker says.

“Tracinda’s stated intention was to
be supportive and they have been,”
Parker says. “We believe that they
will continue to be supportive as we
go forward. They like our current
business plan and the direction of
the company. We think they’re a
great partner.”

Delta was advised on the
Tracinda deal by Morgan Stanley
and Merrill Lynch & Co. The deal
demonstrates the work and reputa-
tion of Parker, says Tom Petrie, a
vice chairman of Merrill Lynch.

“It does reflect a nice validation of
what Roger has been building,”
Petrie says. “He’s built a company
with an interesting position that pre-
dominately has reserves in the
Rockies and Gulf Coast. | think this
deal represents the validation of
building up a company through
grass-roots drilling, acquiring and
exploitation. They also have some
organic growth with some of the
plays they have pursued. They have
had encouraging results in Utah in
the Paradox Basin.”

The key to the deal is that
Kerkorian recognized that by remov-
ing the issue of funding, manage-
ment would be able to spend its
time fully on executing its game
plan, Petrie says.

“This deal really puts them in
position to do that. | think there
was a real benefit that will show up
in the next several years and Delta
can focus on the operating side of its
business.”

The transaction was a “good-sized
deal” that gave Delta a “reasonable”
premium, Petrie says.

“If Delta didn’t do this deal, or if
they pursued their other plays, they
would have been diluting their capi-
tal. It’s a Midas proposition. It’s a
question of timing and develop-
ment. By virtue of this Tracinda
deal, they can accelerate their
drilling in a more timely way.

“I would argue it’s a very good
deal and it’s pretty effective.” «

www.oilandgasinvestor.com « May 2008
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Record capital available

raises the

Three private-equity providers share their
views on the opportunities ahead.

By Gary Clouser, Contributing Editor
he pile of private-equity dollars available for

I financing exploration and production, midstream

and service companies has never been larger.

In the 2007-2008 cycle alone, private-equity funds
specializing in energy, with a lion’s share going to
E&Ps, are estimated to have more than $35 billion at
their disposal—and that’s just in the checkbooks of the
seven largest funds in the sector, says S. Wil VanLoh,
the president and chief executive officer of Quantum
Energy Partners in Houston.

This compares to the 2005-2006 period in which
about $20 billion was available. The growth in private
equity has been dramatic. At yearend 2005, private-
equity sources reported having $10 billion to
invest, according to the COSCO Private
Capital Energy Index.

In recent months, two of the three largest
private-equity firms in the E&P sector—
Natural Gas Partners, and EnCap Investments,
L.P.— have announced the closing of new
funds with a combined $6.5 billion in capital.

In December 2007, EnCap closed its Fund VII
with total capital commitments of $2.5 billion,
many from repeat investors. At the time of its
announcement, EnCap’s fund was the largest ever
raised strictly for private equity in oil and gas.

No time was wasted in deploying those dol-
lars. Through March 2008, EnCap already
had 15 deal agreements totaling about $900
million, including investments with seven management
teams with whom it had previously invested.

One of the more recent deals? Former senior man-
agers of KCS Energy Corp. and Charlie Prioleau formed
Houston-based Force 5 Energy LLC with a $100-mil-
lion equity commitment from EnCap and other minority
investors. Force 5 will focus onshore South and East
Texas and northern Louisiana.

Just a few months later, in March 2008, Natural Gas
Partners, a unit of NGP Capital Management, raised an
even larger total with the closing of its ninth fund, a $4-

S. Wil Van

Partners

i

Loh,
president and chief
executive officer,
Quantum Energy

al

billion raise that will invest largely in E&P and service
companies.

A majority of the private-equity investments from
these types of funds are going to start-up E&Ps, which
are often led by management teams with whom the
fund has invested previously. Private-equity firms usual-
ly plan for a three-to-five year investment cycle, with the
goal of providing growth capital so that their portfolio
companies become attractive acquisition candidates for
large company buyers at the end of the cycle.

Happily, increasingly diverse sources of private equity
provide plenty of opportunities for an E&P company to
find a capital partner with similar strategy and risk profile.
Private-equity providers say there is flexibility in structur-
ing an equity-funded deal, compared to the inflexibility
and fickleness of public equity and debt markets.

Despite growing credit concerns that are affecting the
overall economy, private energy companies should con-
tinue to have access to debt funding because energy fun-
damentals remain strong. But this debt financ-
ing is based on reserve-based lending, an
important distinction from other industries that
are based on cash-flow lending, VanLoh says.

The returns energy-focused private-equity
firms have achieved, against a backdrop of fairly
low risk, have attracted increasing interest from
the institutional community, leading to more
private-equity firms, larger funds and an
expanded pool of capital for early-stage E&P
companies. More private-equity raises are
known to be in the works that may be
announced later this year.

Even though the pool of private equity has
almost doubled since 2005, the $35 billion or
more of anticipated capital now available should
be able to find a good home for those disciplined funds
that remain committed to their investment strategies.

“There is a growing realization that the energy indus-
try—in all sectors—was underinvested for 15 to 20
years, and it is now having to play catch-up in order to
meet the burgeoning demand growth in an under-sup-
plied world,” VanLoh says.

CHANGING TIMES
Start-up private equity assists early-stage companies
seeking growth capital, strategic advice and broader
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PRIVATE EQUITY

industry contacts. There is a trend
toward larger up-front commitments
from private equity firms than in the
past, particularly with “recycles” or
management teams these firms have
backed successfully in prior funds.

Historically, the majority of pri-
vate-equity deals have been invest-
ments in E&P companies with
acquire-and- exploit strategies for
reserve growth and value creation.
But more recently, there has been a
shift to drilling-oriented investments,
due to the overheated M&A market
and ferocious competition from pub-
lic E&P buyers and master limited
partnerships (MLPs).

The days of mere asset gathering
are over, says Kenneth Hersh, chief
executive officer of Natural Gas
Partners. “It is now imperative that
the operators have a thorough under-
standing of an asset base and have a
unique plan to add value. However,
that value-adding strategy can come

from traditional and non-traditional
places. NGP has built its investment
platform with that in mind.”

“The industry has always been
capital intensive, and has gotten
even more so in recent years,”
Quantum’s VanLoh says.

“Not only has the 300%-plus
increase in commodity prices since
2000 more than tripled the price of
a given acquisition, but service
industry costs have escalated com-
mensurately. At the same time,
resource plays, which are significantly
more capital-intensive due to their
increased drilling density and expen-
sive completion procedures, have
become the industry’s primary
growth driver.”

The abundance of capital, com-
bined with E&P companies enjoying
record cash flows, has changed the
markets for financing E&P and
A&D deals, VanLoh says. He notes
that in the 1990s, E&P firms were

generally paid only for proved devel-
oped reserves. Today, buyers pay
meaningful value for proved unde-
veloped (PUD) and probable
reserves, and in some instances even
some value for possible reserves.

“Management teams who haven’t
adapted to this new environment
won’t be the successful acquirer on
many deals.”

EnCap co-founder and principal
David Miller says the M&A market is
being driven largely today by the big-
ger public E&P companies “as they
strive to satisfy their voracious
appetites for reserve and production
growth.” He calls the market overheat-
ed, which can be a two-edged sword
for private equity-backed companies.

“While it is more difficult for our
portfolio companies to compete for
acquisitions, we’re beneficiaries of the
larger companies’ aggressiveness when
we exit a deal, because that’s who we
sell to the vast majority of the time.”

Growth in Private Equity Fund Sizes
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Energy industry fundamentals have sparked dramatic growth in the amount of private equity available. Sources: Oil and Gas Investor, Oil and Gas Investor This

Week and company reports.
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Recent Large Private Equity Commitments

Company CEO Amount Invested Private Equity Provider Main area(s) of activity
Spearpoint Energy Corp. Brian Schmidt $250 million  Quantum Energy Partners Canada
Cordillera Energy Partners 111 George Solich $225 million  EnCap Investments Texas
Panhandle, East
Texas, and Mid-
Continent
Common Resources Roger Jarvis $210 million  EnCap Investments Domestic, multi-
basin strategy
Vantage Energy LLC Roger Biemans ~ $210 million = Quantum Energy Partners Unconventional
gas plays
Legado Resources Mike Bridges $155 million  EnCap Investments Secondary and
tertiary recovery
projects
Oasis Petroleum Tommy Nusz $150 million  EnCap Investments Williston Basin
Rimrock Energy Terry Dobkins $125 million Natural Gas Partners Unconventional
gas plays
Laramie Energy Il Bob Boswell $122 million  EnCap Investments Rocky Mountains
(primarily Piceance
Basin)
Quatro Resources Inc. Bill Pollock $100 million Natural Gas Partners Canada
Chrysaor Holdings Ltd. Phil Kirk $100 million  Natural Gas Partners North Sea
Quantum NGS Holdings LLC Dr. Larry Bickle ~ $100 million  Quantum Energy Partners Gas storage
Ceritas Energy Il LLC Don Sinclair $95 million Quantum Energy Partners gathering and
processing
Aspect Energy LLC Alex Cranberg $88 million Quantum Energy Partners Barnett Shale
and Eastern Europe
(Hungary)
Campanero Energy David Kimes $50 million Natural Gas Partners Midcontinent
Tanos Exploration Mark Brandon $40 million Natural Gas Partners East Texas

Top 5 deals from EnCap Investments, NGP, and Quantum Energy Partners

Those exits have been highly suc-
cessful lately for all private-equity
players, with some returns reportedly
well in excess of 30%. “Private equity
firms typically seek an internal rate
of return of 25% or
greater, but the target is a
function of the relative risk
profile of a portfolio com-
pany’s strategy,” Miller
says.

NATURAL GAS PARTNERS
The Irving, Texas, company
has been investing for 20
years in the industry and
receiving a 33% compound-
ed internal rate of return
despite the ups and downs
of commodity prices, Hersh says.
NGP’s Fund IX that closed in
March already has made 11 invest-
ments totaling $700 million.
Several of the portfolio companies

Kenneth Hersh,
chief executive officer,
Natural Gas Pertners

are headed by management teams
from prior NGP portfolio compa-
nies that had exited when the time
was right.

Skyrocketing oil and gas prices
have spurred a lot of
investor interest and E&P
company activity, but
Hersh stresses that NGP’s
investments are not based
on commodity price cycles.
It has made money
through all the cycles and
every year, invests and
“harvests” or divests as
conditions warrant. For
example, in 2006, it
invested in 11 energy com-
panies and exited nine.

The new fund, Natural Gas Partners
IX LP, is one of four fund families the
company operates, bringing total
assets under management to $9.2 bil-
lion. “Our investment platform is the

most complete in the industry. We
have an understanding of the E&P,
service, energy technology, power,
infrastructure dynamics, and minerals
businesses right here in our extended
NGP family,” Hersh says.

QUANTUM ENERGY

Quantum’s Fund IV, which raised
$1.32 billion and began investing in
October 2006, has committed more
than $1.1 billion to 14 companies.
Houston-based Quantum specializes
in the energy industry with more
than $3.2 billion in capital under
management. Principals include Jim
Baird, John Campbell, A.V. Jones
Jr., Toby Neugebauer, Alan Smith,
Scott Soler and VanLoh.

A year ago, VanLoh was bullish
on the prospects of significantly
more E&P-oriented master limited
partnerships coming to market.
But, for a variety of reasons, most
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notably the underperformance on
acquisition projections by many of
the MLPs, and the significant con-
centration and liquidity issues faced
by many of the hedge funds pur-
chasing the MLPs’ equity PIPE (pri-
vate investment in public equity)
issues, the “bloom has come off the
rose,” he says.

The market is in a wait-and-see
mode as it evaluates the business cli-
mate and performance of pioneering
E&P MLPs, although VanLoh still
believes that there are a lot of oil
and gas assets that ultimately belong
in MLP hands.

Like most private-equity firms,
Quantum can point to some starts-
ups it funded that went on to bigger
and better things, through going
public or selling to a strong buyer.
For example, in 2003 it funded Linn
Energy LLC with just $15 million.
Linn grew substantially after that
through acquisitions, went public in
2006 and today has a market cap of
about $2.6 billion.

ENCAP INVESTMENTS

Established in 1988 with offices in
Dallas and Houston, EnCap is
marking its 20th anniversary. Since
inception, it has managed more than
$6.5 billion of institutional capital,
in turn providing equity to 160
companies, more than 90% of which
have been upstream-oriented. It is
headed by four principals and co-
founders, David Miller, based in
Dallas, and Gary Petersen, D.
Martin (Marty) Phillips and Robert
Zorich in Houston.

In conjunction with the December
closing of Fund VII, Petersen said, “We
believe that the high level of investor
interest is largely due to our track
record, in addition to the fact that we
continue to see compelling investment
opportunities in our space.”

According to Miller, the biggest
shift in EnCap’s strategy is that “a
decade ago, about 80% of our funds
went to back companies with an
acquire- and- exploit growth strate-
gy, in contrast with today, where a

EnCap Investments LP is marking its 20th anniversary this year. Founding partners are, from left,
Bob Zorich, Marty Phillips, Gary Petersen and David Miller. (PHOTO COURTESY ENCAP INVESTMENTS LP)

similar percentage is going to com-
panies with lower-risk, drilling-ori-
ented strategies in the various
resource plays.”

Deals have shifted more to com-
mon rather than preferred struc-
tures, and the promote (incentive
arrangement), has become some-
what more favorable for manage-
ment, but Phillips stresses, “We’re
still very focused on alignment of
interest with our portfolio compa-
nies. Management has to have
‘skin in the game’ alongside us, and
the structure continues to be such
that they don’t make money until
we do.”

The trend toward more of
EnCap’s funds going to repeat man-
agement teams has accelerated,
Phillips notes.

“About 25% of our 1997- vintage
fund was committed to groups we
had previously invested with, grow-
ing to about 40% in Fund VI, and
our expectation is that about half of
our current fund will fall into that
category.” For example, EnCap
funds have provided equity five
times to the management team that
now heads Laredo Energy, a private
E&P in Houston that focuses on
South Texas drilling.

Still, EnCap does not want to give

the false impression that only repeat
management teams need apply.

Says Petersen: “While roughly
50% of Fund VII will probably go
to managers we have made money
with in earlier ventures, we are
actively seeking opportunities with
new teams that have solid industry
experience, attractive value creation
strategies, and a reasonable under-
standing of risk management.

“In fact, we have entered into 17
relationships during the past year
with management teams new to
EnCap.”

The success over the past 15-20
years of the larger, established ener-
gy private-equity firms has indeed
altered the way institutional
investors view the relative risks and
rewards of the oil and gas industry.
Thirty years ago, most institutions
thought only of high-risk, wildcat
drilling and gyrating hydrocarbon
prices when contemplating oil and
gas investments.

Today, Zorich says, “Our invest-
ment philosophy attaches equal
emphasis to capital preservation and
value creation, and we can demon-
strate clearly that we have been able
to consistently deliver attractive
equity returns across multiple cycles
in the business.” =
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CORPORATE SUMMARY:

OSCO Capital Management LLC

over Lhe pusl sisleen years has

become a leading  advisor 1o
prifessional investors o the  energy
sector and the Toremost agent [or private
placements for small and mid-cap private
and public enerpy companies in the US
and Canada. Through its affiliate, Private
Energy Securities, Inc. (member NASD,
SIPC), COSCO has arranged private
placements of over 31 billion since 2000,
alone, primarily comprised of private
cyuity and mezaanine debt and placed
with enerpy fovused closed-end  funds.
Ower the past yvear, morcover, through a
mew alliliate, Strategic Encrgy Rescarch

COSCO CAPITAL MANAGEMENT LLC

and Capital, LLC (in association with
FCG Advisors, LLC (member NASD.
SIPC). COSCO has begun placing
equities in public energy companies, as
well, focusing on energy experienced
hedge and mutal funds (see below for
COSCOs most recently completed
engagements).

As testimony to Its unigue position
among financial intermediaries. since its
inception in January 1992, COSCO has
also assisted numernus  professional
energy investors, themselves, particularly
in the ast, to develop new investment
strtegies and purchase or sell approxi-
mately $500MM of ponfolio companies
OF ASECTS.

COSCO s far more than 2 financial
achvisor and placement agent, however.
Becanse s personnel almost all came
first from the oil and gas industry, before
establishing carcers in proprictary invesi-
mg amd fmanee, they undersiand -
malely, are accepled in, and can bridge
both worlds. As a consequence of (his
pedigree and having mow advised over
150 imelusiry clhients anmd seen, lierally,
thousands of business plans and propos-
als, COSCO often can understand even
better  than  managements, themselves,
what constitutes their particular strengths
ard competitive advantages. COSCQO

COSC0 manaping diractors Lang W Mekay, lant
Wiltiam £ Weidnar middle, and Gamaron 0 Smith, right

typically provides migor assistance in
refiming its clienls” invesimenl strategies
and improving their presentations, [t can
alse help effect mergers, acguisitions, or
sales, and it has arranged several second-
ary placements Tor individual investors,
as well as entire portfolios for Tunds,
themselves,

Reflecting its confidence in s ability o
select and nurture  outstanding  invest-
ments, COSCO now has over thirty
current and realized porttolio mvestments
and as a matter of principle invests in
every private equity mandate it sponsors,
Furthermore, COSCO personnel  often
continue post closing as advisors or
dircctors o assist portfolio companics o
erecute their investmenl strulegies amd
munage growth, thus helping o ensure
the suceess of ils investments.

$450+ Million in Energy Mandates Since January, 2006, Alone.
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COSCO PERSONNEL:

Masr of COSCOYs personnel first enjoyed
careers within the encrpy business before
joining COSCO. Prior wo founding COSCO
in 1992, Cameron Smith, COSCO Scnior
Managing Director. Tor over 15 years
worked in the industry as a geologist and
then ran various E&P companies in the
LA, and Clanada. For the nexr four years
as COSCO, Mr. Smith worked with
Odyssey Partoers LF, expanding  his
capericnce as an operator through the
disciplines of proprietary investing. Bill
Weidner, another Managing Director, also
wirked as a geologist for four years, then
for a commercial bunk for a year. finally
as @ proprietary investor with RIMCO,
a mezzanine lender, for eight vears,
before joining COSCO, Lane McKay,
COSCOYs third managing director and
CED of COSCO Canada, worked i risk
management for eight years, presiding
over 304 MEA ransactions in a three-yeur
period, on his way to building. taking
public, and selling what i$ now the third
largest property and casualty brokerage
company i Canada,

In pddition to its own members, COSCO
has buili a stirong network of Colleagues,
who are under contract to assist it o
sowree and investigate new  investmeni
opportumties, COSCOs current Colleagues
are based in New York, Connecticut, and
New Jersey: Houston, Dallas, Oklahoma
City, Tulsa, Denver, and Calgary, and,
then, London, Sydney, and Caracas.

COSCO SERVICES:

Capital Formation, COSCO's strength is
in discerning energy  companics and
managements worthy of equity [inancing
and projects suitable for mezzanme debt,
This reflects the technical and industry
training of its personnel. The COSCO
Value Appreciation Process™ begins with
a frank assessment of a client’s manapa-
ment and the company's competitive

From leif to right: COSCO's Scolt Kessay, Lane Mokay, B Weldner, Camaron Semith, and SERC's Mark Kelsfrom,

position and value in the markemplaee. I
a Nnancing is required, appears feasible,
and COSCO, dsell wanls W invest, il
tien assists clienls Lo prepane necessary
descriptive documents and marketing
malerials, arrange meelings with likely
financing candidares, negotiate agree-
ments, and close on lerms (air o all
stakeholders.

Advisory. COSCO provides financial,
mvestment/divestiture, and general business
advice to both industry and investors,
alike, For investors, services include
consultation on investment strategies and
execution, specific due diligence, and peer
comparison. For private and public energy
companies, COSCO provides sound
business and imaneial advice designed (o
focus managements on therr own compet-
ilive advanlages, business cpportunilics.
and financing potential, COSCOYs advi-
sory role often extends well into the
exacution stage, post financing,

Mergers & Acquisitions / Divestitures,
Secondary Placements, Because its
personnel and Colleagues are located in
almosr all of the principal enerpy centers
arpund the world, COSCO 15 well posi-
tioned o mutch industry clients with
aeyuisition. divestiture, or merger cundi-
dates. Also, because COSCO has close
working relatonships with a vast majority
of the professional enarpy iNVesiors in the
LLS. and Canaia, 11 is particularly adep

in arranging secondary placements of
public and privale energy secunties, as
waell us entire cncrey portiolios.
Principal Investing. COSCO currently
participales moup W a len percent “add-
on” o ocach private placement cguily
[inancing it leads. It now has an aclive
portfolio of twenty such investments,
having 1o date monetized eleven, on
which us apgregare realized remrn s
greater than 7:1, with better than a 70%
IRR (il only the past were a guaranty of
future returms!).

Edueation. From the outset, COSCO has
worked diligently to assist the energy
industry o understand Private Capital and
its crucial role in accelerating value
creation for worthy entrepreneurs. In 1997,
it founded the COSCO Privane Capital
for Enerpy Forum™, which over the past
decade 1t hosted seventeen times i New
York, Calgary, and Houston, In December
2007, however, COSCO agreed 1o sell
the Houston-based COSCO Forum to Ol
and Gas Investar. In carly 2005, COSCO
began publishing the COSCO Privare
Capital Energy Index Repart™, which
twice each year tracks the investing activ-
ities of the COSCO Private Encrgy
Index™, o representative cross-seclion of
the Private Capital community focused on
Energy. This will now become COSCY s
principal vehicle for communication
about Private Capital.

For COSCO INFORMATION, PLEASE CONTACT:

Cameron 0. Smith
.':l'-::':r{ for Mancging Lirector

William L. Weidner

MNew Yook MY

212-687-0100

I:US{WL'LI'L-L'L'.'[‘IP.L'LH]]

Munciging Direcior Simsbury CT HHMﬁK-ﬂ'H[] wiw e e el
Lane W. McKay
Managing !Nrecror Calgary AR 403-237-0462  IwmiEcoscosp,com
T. Prescort Kessey
Principal Houston TX TIZ-634-BUR0D pkdcoscocap.com

CAP “":L MANAGEMENT LLC  pap SERC INFORMATION, PLEASE CONTACT:

dadialalag Lt Mark W. Kellsirom

www SiniegicEnergyRescurch.com Summit NI SE-UTE-00 0 kellstromid MralegicEnergy Hesearch.com




CAPITAL SOURCES

Finding Capital: A Directory

Although not exhaustive, the firms noted here are among known providers and/or arrangers of capital to the upstream and mid-
stream energy industry. They include commercial banks, investment banks, capital intermediaries and advisors, and private-capital
sources. Firms are listed once although they provide multiple types of capital. The codes that follow describe services each firm pro-
vides: | = Investment Banking; C = Commercial Banking; M = Mezzanine; P = Private Equity/Debt; and A = Arranger/Advisor.

3i Plc (P)

Mike Sibson

44 (0) 1224 638666
mike.sibson@3i.com

Acumen Capital Fin. Partners (I)
Michael Stuart

403-571-0311
mstuart@acumencapital.com

Aegon USA (P)

Terry L. Allred

310-533-0508
terry.allred@transamerica.com

Alerian Capital Mgmt. LLC (P)
Gabriel Hammond
214-740—-6047
gh@alerian.com

Allied Irish Bank (C)
Mark Connelly
713-353-4897
mark.k.connelly@aib.ie

Altira Group (P)

Dirk McDermott
303-592-5500
dmcdermott@altiragroup.com

Amegy Bank (C)

Stephen Kennedy
713-235-8870
steve.kennedy@amegybank.com

American Capital (M)
Kevin Kuykendall
214-273-6634

NA

American Nat’'l Bank (C)
Gary Vick

303-394-5424
gvick@anbbank.com

Ammonite Capital Partners (A)
G. Warfield Hobbs
203-972-1130
skiphobbs@ammoniteresources.com

ANZ Investment Bank (M&I)
Andrew Harrington

02 9227 1509
harrina@anz.com

ARC Financial Corp. (P)
Kevin Brown
403-292-0680
kbrown@arcfinancial.com

ArcLight Capital Partners (P)
Daniel Revers

617-531-6300
drevers@arclightcapital.com

Avista Capital Partners (P)
Steven Webster
713-328-1099
info@avistacap.com

Axiom Capital Management (I)
Liam F. Dalton

212-521-3800
info@axiomcapital.com

Banc of America Securities (I)
M. Scott Van Bergh
212-847-5103
scott.vanbergh@bofasecurities.com

Bank of Oklahoma (C)
Mickey Coats
918-588-6409
mcoats@bokf.com

Bank of Ireland (C&l)
Peter O’Neill
203-391-5980
Peter.oneill@boimail.com

Bank of Scotland (C)

Richard Butler

713-651-1870
richard_butler@bankofscotland.com

Bank of Texas (C)
Michael Delbridge
214-987-8826
mdelbridge@bokf.com

Bank of the West (C)

Todd Berryman

303-202-5565
todd.berryman@bankofthewest.com

Bank of Toyko Mitsubishi (C)
Kelton Glasscock
713-655-3888
kglasscock@btmna.com

Barclays Capital (C)
William Cassidy
888-227-2275
William.cassidy@barcap.com

BB&T Capital Markets (1)
David Holmes
804-787-8268
dholmes@bbandt.com

BC Capital Partners (P)
Bill Conboy
303-415-2290
bill@bccapitalpartners.com

Bear Stearns (1)
Wayne Stoltenberg
214-979-7948
wstoltenberg@bear.com

Blackmont Capital (1)
Terris Chorney
403-260-3819
tchorney@blackmont.com

Blackstone Group, The (P)
David Foley

212-583-5559
foley@blackstone.com

BlueRock Energy Capital (M)
Cathy Sliva

281-376-0111
csliva@bluerockenergy.com

BMO Capital Markets (1)
Tod Benton
713-546-9772
Tod.benton@bmo.com

BNP Paribas (C)

Barton Schouest

713-982-1100
bart.schouest@americas.bnpparibas.com

Bovaro Partners (A)

Joe Valais

410-347-0817
jvalis@bovaropartners.com
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StU PORTER
(617) 531-8989

CARL TrICOLI
(713) 217-2720

BiLL ZARTLER
(713) 217-2716

Riaz Sipp1oi
(713) 217-2702

s)enham
apital”;

Experience. Partnership.

Denham Capital is a leading private equity firm focused on
the energy and commaodities sectors worldwide. Managing
approximately 34 billion in capital, Denham has invested
over $1.9 billion across 33 investments on five continents,
Denham invests across the capital structure and typically targets
investments between 350 million and $250 million.

Unconstrained by industry sub-sector, geography or stage
of corporate development, Denham provides solution based
capital and lasting partnerships. Our investment professionals
bring deep financial and operational expertise and expenenced
understanding of industry cycles and dynamics.

DENHAM CArPITAL MANAGEMENT LP

e I
200 Cla do




CAPITAL SOURCES

Brittany Capital Group Inc. (A)
Raymond Mendez

212-265-6046

rm@britcap.com

Broadpoint Securities Group(l)
James Hansen

713-410-8756
jim.hansen@broadpointsecurities.com

BSI Energy Partners (P&M)
Dustin Gaspari

214-520-9628
dgaspari@bsienergypartners.com

C.K. Cooper & Co. ()
Alex Montano
949-477-9300
agmontano@ckcooper.com

Cadent Energy Partners (P)
Paul G. McDermott
914-253-0400
mcdermott@cadentenergy.com

Calyon Securities (USA) (I&C)
Dennis Petito

713-890-8601
dennis.petito@us.calyon.com

Canaccord Adams (1)

Ric Saalwachter

713-353-4892
ric.saalwachter@canaccordadams.com

Capital One NA (C)

David Reid

713-435-5332
David.reid@capitalonebank.com

Capital One Southcoast Inc. (1)
Patrick R. Mooney

504-528-9174
Patrick.mooney@capitalonebank.com

CapWest Resources (C)
Mark McKinney
432-617-1310
markm@westernnb.com

CCMP Capital Advisors (P)
Christopher Behrens

212-600-9640
christopher.behrens@ccmpcapital.com

CIBC World Markets (1)
Art Korpach
403-260-0504
art.korpach@cibc.ca

CIT Energy (C)

Brian Kerrigan
713-353-8796
brian.kerrigan@cit.com

Citibank TX NA (C)

Dale Wilson
713-260-3042
dale.t.wilson@citigroup.com

Citigroup (C)
David E. Hunt
713-654-2829
david.e.hunt@citigroup.com

Citigroup (1)

Andrew Safran
212-816-8345
andrew.safran@citigroup.com

Citizens Bank (C)
Charles Spradlin
903-984-8671
llong@kilgore.net

Clarus Securities Inc. (1)
James E. Lorimer
416-343-2797

NA

Some Partnerships

are Meant to Be

Like a hard hat and gloves, Sterling’s experienced, Texas-based
lenders and their energy clients ereate winning partnerships.

Focusing on exploration & production and midstream ventures,
our specialized staff makes loans from $1 million to $20 million.
We're dedicated to superior customer service and positive results.
That’s the way business banking should be.

2550 North Loop West
Houston, TX 77092

713-507-7206
«Sterling Bank-

ENMERGY LENDING GROUP

Leading businesses to success.

www.banksterling.com

Member FDIC
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Private Seller A —— B

Advised on the divestiture vise e Advised on the divestiture
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At Scotia Capital, the global corporate and investment
acquisition, we provided acquisition, we provided
$150,000,000 $150,000,000 $100,000,000 banking business of the Scotiabank Group, we remain
Senior Credit Facilities Senior Credit Facilities Senior Credit Facilities
st committed to client success. Our superior industry expertise

! 2ol S and strong execution capabilities continue to deliver

. outstanding results. We offer best-in-class equity, debt,

v Chesgip%ke A s corporate lending and capital markets solutions for oil
$1,100,000,000 $1,052,250,000 $200,000,000 and gas companies throughout North America. Our
( Jdng capital markets platform also provides energy derivatives
§ scotia capital § scotia Capital 55;3§j;§ué;iml to help businesses manage their risk exposure. And
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o PXP & a Capital, deli o ety =l
AT elpaso Scotia Capital, delivers superior advisory solutions to the
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Canada ‘
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Exchange of downstream capacity CrescentlPoint Enbridge Pipelines Inc.
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T % Trust Units Credit Facility
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Co-Lead Arranger &
Exclusive Financial Advisor Joint Book Runner Administrative Agent
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Advised on acquisition of €$210,000,000
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Lead Arranger &
Aministrative Agent

Lead Arranger &
Administrative Agent

Exclusive Financial Advisor

& scotia Capital
June 2007

& scotia Waterous
January 2008

4 : .
5 Scotia Capital
September 2007

Products. Industry Knowledge.

Mark Ammerman Keith Buchanan David Cecil Adrian Goodisman Richard Lee David Potter
Scotia Capital - USA Scotia Capital - USA Scotia Waterous - USA Scotia Waterous - USA Scotia Capital — Canada Scotia Waterous - Canada
(713) 759-3441 (713) 759-3440 (713) 437-5063 (713) 437-5050 (403) 221-6429 (403) 261-2378

www.scotiacapital.com www.scotiawaterous.com

™ Trademark of The Bank of Nova Scotia. The Scotia Capital trademark is used in association with the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia
and its various subsidiaries in the countries where they operate. The Scotia Waterous trademark is used in association with the oil and gas M&A advisory businesses of The Bank of Nova Scotia and some
of its subsidiaries, including Scotia Waterous Inc., Scotia Waterous (USA) Inc., Scotia Waterous (UK) Limited and Scotia Capital Inc. - all members of the Scotiabank Group and authorized users of the mark



CAPITAL SOURCES

Coker & Palmer (1)
Michael Bodino
504-799-3565
bodino@cokerpalmer.com

Comerica Bank (C)

Mark Fuqua
214-969-6562
mark_fugua@comerica.com

Community National Bank (C)
Danny Campbell

432-685-8479
dcampbell@cnbtx.com

Compass Advisors (1)
Paul Rapisarda
212-702-8671
paul.rapisarda@ca-llp.com

Compass Advisors (1)
Bob Israel
212-702-8669
ri@ca-llp.com

Compass Bank (C)

Dorothy Marchand

713-968-8272
dorothy.marchand@compassbhank.com

Concert Capital (P)
Bob Smith
713-336-7475
shirley.isbell@ccrlp.com

Constellation Commodities Grp (M&P)
Patrick Worrall

410-230-5835
patrick.worrall@constellation.com

Coppermark Bank (C)

Bob Holmes

405-945-8100
bholmes@coppermarkbank.com

Cormack Securities Inc. (I)
Peter Grosskopf
416-943-6710
pgrosskopf@cormack.com

Cornell Capital (I)

Brian Keane
201-985-8300
bkeane@cornellcapital.com

Corporate Developmt Capital (1)
Chris Mendrop

719-632-8341
cmendrop@cdcapital.com

COSCO Capital Management (A)
Cameron Smith

212-889-0206

cos@coscocap.com

Credit Suisse Securities (USA) (1)
Tim Perry

713-890-1400
timothy.perry@credit-suisse.com

D.A. Davidson &Co. (1)
Thomas Hayes
406-268-3084
thayes@Dadco.com

Dahlman Rose & Co. LLC (1)
Stanley Ellington
212-920-2940

NA

D.B. Zwirn & Co. (P)
Todd A. Dittmann
713-292-5501
tdittman@dbzco.com

Denham Capital Mmgt. LP (P)
Carl Tricoli

713-217-2720
Carl.tricoli@denhamcapital.com

Deutsche Bank (C)
Mitch Cox
832-239-3100
mitch.cox@db.com

Deutsche Bank Securities (1)
Michael V. Johnson
212-250-0413
michael.v.johnson@db.com

Dillard Anderson Group, The (A)
Max Dillard

281-873-6100
mdillard@dillardanderson.com

DnB NOR Bank (C)
Espen Kvilekval
832-214-5801
Espen.kvilekval@dnbnor.no

Dominick & Dominick Secs (1)
David Prestwich

416-369-6922
dprestwich@dominick.ca

Donovan Capital (A)
John W. Donovan Jr.
713-812-9887
jwd@donovancap.com

Dundee Securities Corp. (A)
Ali Bhojani

403-268-7433
abhojani@dundeesecurities.com

DZ Bank (C)

Scott Lamoreaux
713-651-8059
Scott.lamoreaux@dzbank.de

Emerging Equities Inc. (A)
Keith Carter

403-216-8200
kcarter@eei.to

Emerging Markets Fin. Int’l (I)
John H. Works Jr.

720-932-8866
johnworks@emfi.biz

EnCap Investments LP (P)
Marty Phillips

713-659-6100
mphillips@encapinvestments.com

Energy Capital Solutions (I)
J. Russell Weinberg
214-219-8201
rweinberg@nrgcap.com

Energy Special Situations Fund (P)
Tim Sullivant

713-869-0077
Tsullivant@houstonenergyadvisors.net

Energy Spectrum Advisors (A)
James P. Benson

214-987-6103
jim.benson@energyspectrum.com

Energy Spectrum Capital (P)
Leland White

214-987-6104
Leland.white@energyspectrum.com

Energy Ventures (P)

Bob Swartz

281-768-6722
Helge.tveit@energyventures.no

Enstream Capital (1)

Dan Mooney

214-468-0900
dmooney@enstreamcapital.com

Eschelon Energy Partners (P)
Thomas Glanville
713-546-2621
tsg@eschelonenergypartners.com

Ferris Baker Watts (I&P)
Dick Prins

410-659-4385
prins@fbw.com

First Assoc. Investments Inc. (I)
Charlie Pennock

416-864-2059
cpennock@firstassociates.com

First Diversified Fin. Serv. (A)
Phil Davis

281-340-2020

pdavis@fdfs.com

First Reserve Corp. (P)
Hardy Murchison
713-227-7890
jmurchison@firstreserve.com

FirstEnergy Capital Corp. (I&A)
John S. Chambers

403-262-0600
jschambers@firstenergy.com

Five States Energy Co. LLC (P&M)
James A. Gibbs

214-363-3008

jagibbs@fivestates.com
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PETROBRIDGE INVESTMENT MANAGEMENT, LLC

Petrobridge is a capital provider for the energy industry specializing in upstream financing. Petrobridge focuses primarily on asset-
backed investments in small to midsize companies with capital needs ranging from $5MM - 5100+MM. Our team of experienced
financial and technical professionals structures flexible investment products tailored to the specific capital needs of each client,
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Bridge Loan development program il Indiiani essels
March 2006 Mareh 2006 September 2006 April 2007 June 2007

Petrobridge can assure energy companies that transactions will be evaluated, approved and closed in a timely manner. Our team s
attuned to the energy industry and the capital markets. Since its formation in April of 2003, Petrobridge has closed 29 transactions

with capital commitments of S850MM.

get{\ﬂbrlydgﬁ

Investment Managemant LLC

1600 Smith Street, Suite 4250 | Houston, Texas 77002 | T: 713.490.3860 | F; 713.490.3867 | www.petrobridge.net

Rob Lindermanis
robl&petrobridge.net

Michael B. Keener
mkeeneridpetrobridge.net

Richard Parrish
rparrishi@petrobridge.net

Kim Murphy
kmurphytipetrobridge.net

Justin Teltschik
jteltschikiipetrobridge.net



CAPITAL SOURCES

Fortis Capital (M,P)

Darrell Holley

214-953-9307
darrell.holley@fortiscapitalusa.com

Foundation Energy (P)
Eddie Rhea

972-934-8385
erhea@foundationenergy.com

Fox-Davies Capital (A)
Harry Sutherland

44 20 7936 5200
deals@fox-davies.com

Fraser Mackenzie Ltd. (I)
JC St-Amour
416-955-4777
jc@frasermackenzie.com

Friedman Billings Ramsey (I)
Patrick Keeley

703-469-1221

pkeeley@fbr.com

Frost Bank (C)

Andrew Merryman
713-388-7025
andy.merryman@frostbank.com

Galaxy Capital Corp. (1)

Jim Hogue

970-577-8327
jehogue@galaxypartnersipo.com

Galway Group/Cornerstone (1)
H.J. (Hal) Miller

713-952-0186
hmiller@galwaylp.com

GasRock Capital LLC (M&P)
Lynn Bass

713-300-1400
Ibass@gasrockcapital.com

GE Energy Financial Services (P)
Colin Nisbeth

303-893-9876
Colin.nisheth@ge.com

Gladstone Capital (1)
John J. Mahar
212-580-8553
jjmahar@gladcap.com

Global Energy Capital LP (P)
Russell Sherrill

713-547-4691
Russell@geclp.com

GMP Securities (1)
Thomas Budd
403-543-3036
tomb@gmpsecurities.com

Goldman Sachs (I&M)
Bill Montgomery
713-276-3500

NA

Goldman Sachs E&P Cap. (P)
John K. Howie

713-658-2682
john.howie@gs.com

Greenhill Capital Partners (P)
V. Frank Pottow

212-389-1515
fpottow@greenhill-co.com

Growth Capital Partners (I)
John MacNabb
281-445-6611
jmac@growth-capital.com

GSO Capital Partners LP (P&M)
Dwight Scott

212-503-2100

NA

Guaranty Bank (C)

John Clark

214-360-1628
john.clark@guarantygroup.com

Guggenheim Partners (M&P)

Tim Murray

713-300-1331
Tim.Murray@guggenheimpartners.com

Haddington Ventures LLC (P)
J. Chris Jones

713-532-7992

cjones@hvlic.com

Haywood Securities (1&A)
Bill Kanters

403-509-1991

NA

HM Capital Partners (P)
Joe Colonetta
214-740-7342
jecolonnetta@hmtf.com

Howard Weil (1)
Matthew P. LeCorgne
504-852-2675
mattl@howardweil.com

HVB Bank (C)
Roger Eustance
212-672-5834
NA

IFM Resources (I&A)
Suresh Chugh
001-609-252-9327
suresh@ifmresources.com

Intervale Capital (P)
Curtis Huff

713-961-0118
curtis@intervalecapital.com
Frederick Malloy
617-401-8406
fred@intervalecapital.com

J. Giordano Securities Grp (I)
James Giordano

212-209-7689
jgiordano@jgiordano.com

Jefferies Randall & Dewey (I1&A)
David Rockecharlie

281-774-2000
drockecharlie@jefferies.com

Jennings Capital Inc. (A)
Rob Jennings
403-292-0970

NA

Johnson Rice & Co. (I)
Greg Miner
504-525-3767
gminer@jrco.com

JPMorgan Securities (1)
Doug Petno

212-622-6774
douglas.b.petno@jpmorgan.com

Kayne Anderson Cap. Advisors (I)
Robert V. Sinnott

310-284-5508

rsinnott@kayne.com

Kayne Anderson Cap. Mkts (M&P)
Danny Weingeist

713-493-2000

dweingeist@kayne.com

KeyBanc Capital (C&l)
Thomas Rajan
214-414-2580
Thomas_rajan@keybank.com

KRG Capital Partners (P)
Mark King

303-390-5014
MKing@KRGCapital.com

Ladenburg Thalman & Co. (I)
Peter H. Blum

212-409-2120
phblum@Iladenburg.com

Ladenburg Thalmann & Co. (1)
Steven M. Cowan

713-459-6114
scowan@ladenburg.com

Laminar Direct Capital LP (M&P)
Todd A. Overbergen

713-292-5402
overberg@laminardirect.com

Lane Capital Markets (1)
John Lane

203-255-0341
jdlane@lanecapitalmarkets.com

Leede Financial Markets Inc. (A)
Michael Zwack

403-531-6868
rmzwack@leedefinancial.com
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NGPC

INGP Capital Resources Company

Providing Loans and Structured Capital to the Energy Industry
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NASDAQ: NGPC
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CAPITAL SOURCES

Lehman Brothers Inc. ()
Gregory Pipkin
713-236-3954
gpipkin@lehman.com

Lime Rock Partners (P)
Jonathan Farber
203-293-2752
jf@Irpartners.com

LoneStar Securities (A)
Joseph Ireland

972-701-8620
irelandj@lonestarsecurities.com

Macquarie Bank Ltd. (M&C)
Paul Beck

713-986-3601
paul.beck@macquarie.com

Macquarie Sec. (USA) (I,P&A)
Robert J. Brooks

713-980-2964
bob.brooks@macquarie.com

McFarland, Grossman & Co. (I&A)
Clifford McFarland

713-464-7770
cmcfarland@mcfarlandgrossman.com

Merrill Lynch Capital (C)
Charles Kingswell-Smith
713-221-2893
Charles_kingswell-smith@ml.com

Merrill Lynch (1)

Chris Mize
713-759-2500
christopher_mize@ml.com

Metalmark Capital LLC (I&P)
Michael C. Hoffman

212-823-1918
michael.hoffman@metalmarkcapital.com

MGI Securities (I&A)
Crawford Gordon
416-864-6477

NA

Mitchell Energy Advisors (A)
Michael Mitchell

469-916-7484
mmitchell@mitchellenergypartners.com

Mitchell Energy Capital (M&I)
Mynan Feldman

469-916-7485
mfeldman@mitchellenergypartners.com

Mizuho Corporate Bank (C)
Michael Brown

713-499-4802
Michael.k.brown@mizuhocbus.com

Morgan Keegan (1)

Kevin Andrews

713-840-3600
kevin.andrews@morgankeegan.com

Morgan Stanley Cap. Partners (1)
Michael Dickman

212-761-7236
michael.dickman@morganstanley.com

Municipal Energy Resources (P)
Robert Murphy

713-888-3300
robert.murphy@munienergy.com

Natixis (C&I)

Renaud d’Herbes
713-759-0971
Renaud.dherbes@natixis.us

Natural Gas Partners (P)
Kenneth A. Hersh
972-432-1440
inquiries@ngptrs.com

Neidiger, Tucker, Bruner Inc. (I)
Anthony Petrelli

303-825-1825

tpetrelli@ntbinc.com

New Stream Capital (P)

Roger Eustance

203-431-0330
Reustance@newstreamcapital.com

NGP Capital Resources (P&M)
John Homier

713-752-0062

info@ngpcrc.com

NGP Energy Capital Mgmt. (P)
Kenneth A. Hersh

203-972-1440
inquiries@ngpenergycapital.com

NGP Energy Technology Partners (P)
Philip J. Deutch

202-536-3920

inquiries@ngpetp.com

NGP Midstream & Resources LP (P)
John Raymond

713-579-5005

jraymond@ngpmr.com

Northern Securities Inc. (1)
Richard Pinkerton
416-644-8108
rpinkerton@northernsi.com

Nugent & Co. (1)
Tom Nugent
212-517-8100
NA

Oberon Securities (1&M)
J.W. Vitalone
212-386-7053
jw@oberonsecurities.com

Octagon Capital Corp. (1)
Jean-Pierre Colin
416-304-7783
jpcolin@octagoncap.com

Oppenheimer & Co. (A&I)
Stanley B. Stern
212-668-8020

NA

Orion Securities (I)

Dan Cristall
403-218-6660
dcristall@orionsecurities.ca

Pareto Securities (1)
Eveline Meinich

4722-87 87 00
Eveline.meinich@pareto.no

Park Cities Bank (C)

Bo Conrad

214-370-4500
bconrad@parkcitiesbank.com

Parkman Whaling (I1&A)
Graham Whaling
713-333-8400
gwhaling@parkmanwhaling.com

Parks Paton Hoepfl & Brown (1)
W. Allen Parks

713-621-8100

aparks@pphb.com

Pathfinder Capital Advisors (1)
Harry Chernoff

703-406-4033

NA

Patriot Exploration Co. (P&M)
Carter Henson

713-353-3997
chenson@patriotexploration.com

Peters & Co. Ltd. ()
Michael Tims
403-261-4850
mtims@petersco.com

Petrobridge Investment Mgmt. (M)
Rob Lindermanis

713-490-3861

robl@petrobridge.net

PetroCap Inc. (A)
John Sears
214-871-7967
jrsears@petrocap.com

PetroGrowth Advisors (A)
Grant Swartzwelder
972-432-1470
grant@petrogrowth.com

Petrolnvest (A)
Steven D. King
713-667-5692
sking@petroinvest.com

Pine Brook Road Partners LLC (P)
Howard Newman

212-661-9175

NA
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CAPITAL SOURCES

Plexus Capital (A)

Wayne Williamson
303-225-5298
wwilliamson@plexuscapital.com

PNC Bank (C, 1&M)

David J. Blair

412-762-8882
david.blair@pncmezzanine.com

Post Oak Energy (P)

Clint Wetmore
713-554-9404
wetmore@postoakenergy.com

Premier Capital Ltd. (A)
J.W. Brown
214-273-7209
jbrown@precap.com

Pritchard Capital Partners (A,1&P)
Tommy Pritchard

985-809-7000
tpritch@pritchardcapital.com

Prospect Energy Corp. (M&P)
John Barry

212-448-1858
jbarry@prospectstreet.com

Prosperity Bank (C)

Richard Giesecke

214-521-4800
richard.giesecke@prosperitybanktx.com

Prudential Capital Group (P)
Randall Kob

214-720-6200

NA

Quantum Energy Partners (P)
S. Wil VanLoh Jr.
713-225-4800
swv@quantumep.com

Quest Capital Corp. (I)
Michael Atkinson
604-689-1428

NA

Quintana Energy Partners (P)
Ben Danielson

713-751-7528
bdanielson@qeplp.com

Raymond James & Assoc. (1)
Howard House

713-278-5252
howard.house@raymondjames.com

RBC Capital Markets (1)
Jason T. Meek
713-403-5620
jason.meek@rbccm.com

Red Oak Capital Mgmt (P)
James M. Whipkey
713-963-0099
whipkey@redoakcap.com

Research Capital Corp. (1)
Andrew Selbie

416-860-7615
andrew.selbie@researchcapital.com

Riverstone Holdings LLC (P)
John J. Moon

212-271-2924
jm@riverstonellc.com

Rivington Capital Advisors (P)
Scott Logan

303-225-0900
slogan@rivingtoncap.com

Rockland Capital Energy (P&M)
Scott Harlan

832-585-0035
info@rocklandcapital.com

Roundrock Capital Partners (M)
Peter Vig

214-661-3185
pvig@roundrockcapital.com

Royal Bank of Canada (C)
Joe Cunningham
713-403-5600
joe.cunningham@rbccm.com

Royal Bank of Scotland (C,M&I)
Jim McBride

713-221-2426
james.mcbride@rbos.com

RTR Energy Partners LLP (A)
John G. Redford
713-785-7374
jredford@rtrenergy.com

RZB Finance (P)
Stephen Plauche
713-260-9697
splauche@rzbfinance.com

Sandefer Capital Partners (P)
Jeff Sandefer

512-495-9925
jsandefer@sandefer.com

Sanders Morris Harris (1)
Clyde Buck

713-220-5161
Clyde.Buck@smhgroup.com

Sayer Securities Ltd. (A)

Al Tambosso

403-266-6133
alan.tambosso@sayersecurities.com

SB Energy Partners LP (P&M)
Mitch Solich

303-893-5007
info@sbepartners.com

SCF Partners (P)
Andrew Waite
713-227-7888
awaite@scfpartners.com

Scotia Capital (1)

Mark Ammerman

713-759-3441
mark_ammerman@scotiacapital.com

Scotia Waterous (I&A)
Adam R. Waterous
403-261-4240
awaterous@waterous.com

SF Partners (A)

Kenneth Shore
903-295-7200
kshore@shorewestfreeman.com

Simmons & Co. Int’l (1)
Matt Simmons

713-236-9999
msimmons@simmonsco-intl.com

Societe General (C)
Jim Allred
713-759-6300

NA

Southern Producer Services (A)

Carl Carter

713-662-0135
carl.carter@southernproducerservices.com

SouthView Energy LLC (P)
Jack Schanck

281-774-2140
jschanck@southviewenergy.com

Southwest Securities (1)
Brook M. Smith
214-859-6681

NA

Sovereign Bank (C)
Rusty Stehr
214-242-1896
rstehr@banksov.com

Sprott Securities Inc. (1)
Ron MacMicken
403-750-7206
rmacmicken@sprott.ca

Standard Bank Americas (C,M&P)
Roderick L. Fraser

212-407-5166
roderick.fraser@standardnewyork.com

Starlight Investments (1)
Steve Crower
832-771-388
scrower@gmail.com

Stellar Energy Advisors (A)
John McCallum

44 7493-1977
johnmccallum@stellarlimited.com

Sterling Bank (C)

Dan Steele

713-507-7206
dan.steele@banksterling.com
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Fmancnal solutlons

Macquarie. A proven record of
innovative financial solutions for
the energy industry.

Macquarie provides debt and equity capital for the global
oll and gas industry. YWe target opportunities starting at
310 million and invest at the corporate and project level
including:

oil and gas borrowing base revelvers

structured and project finance

ate restructurings and recapitalizations

= mezzanine and subordinated debt

energycapital@macquarie.com

Marquarie Hank Limited

Representative Office

333 Clay Street Suite 4550

Houston Texas 77002

Paul Beck, Craie Hiddleston, Brian Hughes,
Steve Shatto, jemmy Thompson and Ray Weemns
+1713 986 3600

CityPaint

Andrew Sinclair
+44 20 7065 2483

And with ove

Marquarie Bank Limited

1 Ropemaker Street
London EC2Y SHD

= convartible debt
* cquity capital
+ tailored commodity price risk management
Cur global expertise has been put to work in countries
such as Argentina, Colombia, Chile, Mexico, Peru,
Botswana, (Ghana, Nigeria, Mauritania, Suriname, Tanzania,
Thailand, Indonesia, r-.rml-'ﬂ,--auq PMG, |Laos, Australia,

q, LISA, £
ears of providing financial solutions to the
industry, Macquarie is committed to remaining a long-term
[:dm—..:r of the r_|'| obal resources sector

Macquarie Bank Ltd

Level 1

No.l Martin Place

Sydney NSW 2000

Gavin Bradley, Vanessa Lenthall

+b1 2 8232 3038

James Mactier (Perth) +&18 9224 0612




CAPITAL SOURCES

Sterne, Agee & Leach (1)
W. Barry McRae
205-949-3555
bmcrae@sterneagee.com

Stifel Nicolaus & Co. Inc. (I,A&P)
Alexsander Stewart

410-454-5434

amstewart@stifel.com

Stonehenge Capital Co. LLC (I&M)
Nemesio J. Viso

225-408-3256
njviso@stonehengecapital.com

Stonington Corp. (A)
Bill Foster
212-551-3550
wdf@wforster.com

SunTrust Rbnsn Hum. (1,C,M&P)
Jim Warren

404-588-7824
jimwarren@suntrust.com

TCW Asset Management Co. (P&M)
Kurt Talbot

713-615-7400

Kurt.talbot@tcw.com

TD Securities (I&C)

Don Warmington

713-653-8202
donald.warmington@tdsecurities.com

Tejas Securities Group Inc. (I&A)
Zachary Landry

512-233-7655

zlandry@tejassec.com

Texas Capital Bank (C)

Chris Cowan

214-932-6739
chris.cowan@texascapitalbank.com

Texas State Bank (C)
Keri W. Herrin
713-561-0426
k.herrin@txstbk.com

Tortoise Capital Advisors ((1&M)
Dave Henriksen

913-981-1020
dhenriksen@tortoiseadvisors.com

Tortoise Energy Infra. Corp. (M&P)
Dave Schulte

913-981-1020
dschulte@tortoiseadvisors.com

Touradji Capital Management (P)
Chuck Ray

212-984-8886

chuck@touradji.com

TPH Partners LLC (P)
Joe Foster

713-333-7136
jfoster@tudorpikering.com

Transformation Cap. Advisors (A)
Thomas Collier

281-392-7807
tom.collier@Transformationco.com

Tristone Capital Inc. ()
George Gosbee
403-294-9541
ggoshee@tristonecapital.com

Tudor, Pickering, Holt & Co. (1)
Bobby Tudor

713-333-2997
btudor@tudorpickering.com

UBS Investment Bank (1)
Stephen Trauber
713-331-4688
stephen.trauber@ubs.com

Union Bank NA (C)
Mike Robberson
405-782-4238
mike.robberson@ubokc.com

Union Bank of California (C)
Carl Stutzman

214-992-4200
carl.stutzman@uboc.com

US Bank (C)

Mark Thompson
303-585-4209
mark.thompson@usbank.com

Ventana Capital Advisors, Inc. (A)
C. John Thompson

713.666.7717

circlet@pdg.net

Vulcan Capital Management (P)
Ford F. Graham

212-980-9520
fgraham@vulcancapital.com

Wachovia Securities (I)
James Kipp
713-346-2700
james.kipp@wachovia.com

Wachovia Securities (1)

T. Frank Murphy
314-955-2371
frank.murphy@wachovia.com

Warburg Pincus LLC (P)
Jeffrey Harris
212-878-0638
jharris@warburgpincus.com

Weisser, Johnson & Co. (A)
Frank Weisser

713-659-4600
fweisser@weisserjohnson.com

Wellington West Capital Markets (I)
Andrew Shortreid

866-418-8829

ashortreid@wwam.ca

Wells Fargo (C)

Kyle Hranicky
214-721-6415
Kyle.hranicky@wellsfargo.com

Wells Fargo Energy Capital (M)
Mark Green

713-319-1327
mark.m.green@wellsfargo.com

West Coast Asset Mgmt (P&M)
Atticus Lowe

805-653-5333

alowe@wcam.com

West Texas National Bank (C)
Sid Smith

432-685-6520

ssmith@wtnb.com

Western National Bank (M&A)
Mark McKinney

432-570-4181
MarkM@WesternNB.com

WestLB (C)

lan Schottlaender
713-963-5211
ian_schottlaender@westlb.com

Westport Energy Partners (P)
Thomas Kalb

203-341-8900
tjikalb@westportnrg.com

Westwind Partners (1)
Keith Harris
416-815-0888

NA

WG Nielsen & Co. (1)
Ron Barber
303-830-1515
rbarber@wgnielsen.com

Whitney Bank (C)
John Lane
713-951-6170
jblane@whitneybank.com

Wolverton Capital Markets (1)
lan Thompson

403-218-0259

NA

Wounderlich Securities Inc. (I&A)
James Harwood

901-251-2233
jharwood@wundernet.com

Yorktown Partners LLC (P)
Peter Leidel

212-515-2100

NA
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Capitalize on Growth Opportunities.

We've been financing energy for over 30 years, so we know the challenges you
face. In fact, we're the only energy financing bank in the United States to receive
the highest possible credit rating, "A2a,"” from Moody's Investor Service. We can
help you finance your growth with customizable solutions that provide capital
when and how you need it. Our customers also depend on us far our expertise
in syndications, interest rate and commodity hedges, treasury management and
more. Call us today. Let's talk about your plans for growth.

Wells Fargo
Energy Group

Group Head Houston
Kyle Hranicky  Marc Cuenod
713-319-1904 713-319-1370

8 Wells Farago Bank NAL AN rights reserved

Dallas
Lester Keliher
214-721-8210

Denver
Frank Muscara
303-863-5017

Energy Services
& Equipment
Bret West
713-319-1371

Wells Fargo
Energy Capital

Houston
Mark Green
713-319-1327



Randy King

energy to meeting your goails.

We have buill our energy praclice around the interes!s of business owners,
exacutives and corpdarate counsel. Porter & Hedges is lean by design
Our team of ensrgy lowyers is aclively involved In the Important work
of our clients” opergtions— wheather upstreom, midstreom or downsireom
or financing thesa projects through various commercial lenders and other

capital markel parhcipants

Providing honest value is al the center of our relationships,

and we demonstrate that business Is personal,

PORTER & HEDGES Ly

—— [Business is personal.






