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AN INTRODUCTION

Harvesting Capital

ost people in the E&P and financial worlds
I\ /I agree: there has never been a better time to
access capital for an exploration and produc-
tion company. There is plenty of fertile ground to plow.

The multitude of sources providing that capital
seems to keep spreading like welcome new growth in
a green spring garden. The array of choices of types of
capital and deal structures makes for a long list of
opportunities, quite like looking through a seed cata-
logue full of promise.

Private capital in particular is abundant, by one esti-
mate now totaling US$18 billion available for energy.
Its investments show no indication of slowing down, if
it can find good companies with top-notch management.

But, how does an E&P company decide when and
where to sow and reap? By studying the field, the play-

Previous Financing Articles

These articles on all aspects of accessing capital have
appeared in Oil and Gas Investor since last year’s
Capital Formation report.

Financing Micro-Caps. A growing number of
investment and commercial banks are connecting
small public companies with growth capital.
August 2006.

New Wave Hits Banking Beach. Foreign banks with
active U.S. energy lending arms. Standard Bank
Americas, Bank of the West and Sumitomo Mitsui
Banking Corp. September 2006.

Capital Choices. The deal strategies of four capital
providers: Energy Capital Solutions, Trust Co. of the
West, BlackRock Energy Capital (now BlueRock) and
GasRock Capital LLC. November 2006.

Capital Curves Ahead. Investment bankers and pri-
vate-equity providers offer their opinions on debt and
equity financing possibilities for 2007. (December
2006 cover story)

IPO Alternatives. Reverse mergers into public
companies and 144A offerings, which may be less
risky than a regular IPO. December 2006.

Private Capital Choices. CIT Energy, Lime Rock

ers and their strategies. This annual special report will
be your guide.

We have profiled some of the new capital sources
such as Quintana Energy Partners LP and Tudor
Pickering and Co. LLC, and some of the E&P compa-
nies that have chosen to pursue the master limited part-
nership (MLP) format to raise equity.

Today there is more than one way to monetize reserves
and more than one type of buyer to court. The newly
public MLPs fit both as they are willing to monetize long-
life assets and bid aggressively to buy predictable cash
flow from proved developed producing reserves.

Like Jack on the beanstalk, they are climbing to pros-
perity, deal by deal.

—Leslie Haines, Editor-in-Chief

Partners and Avista Capital Holdings are profiled.
January 2007.

Funding Prospects. Patriot Exploration Co.,
SouthView Energy LP, Access Exploration Corp., PLS
Inc. and Petrolnvest help companies fund drilling
prospects. January 2007.

Carve-Outs. Upstream partnerships, LLCs and trusts
access public equity. January 2007.

Mezzanine Mojo. Profiles of NGP Capital Resources
Co., Petrobridge Investment Management LLC and
Post Oak Energy Capital. February 2007

Tristone Capital’s Energy Lender Price Survey.
The quarterly price decks of 44 commercial banks.
March 2007.

Capitalizing a Management Buyout. Advice on
preparing to sell, documenting and financing the
deal. March 2007.

The SPAC. Using the special-purpose acquisition com-
pany to raise equity. March 2007.

COSCO Private Capital Energy Index. Semi-annu-
al analysis on capital raised, available, invested and
monetized in 2006 for 22 private capital providers.
April 2007.
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Rising Credit Tide

Amid frothy commodity prices and cash
flows, 2006 oil and gas loan volume hit a
| 0-year high, with international capital
providers sharpening their U.S. focus.

BY BRIAN A. TOAL, Senior Financial Editor, 0if and Gas Investor

espite record US$78-plus oil prices last sum-
Dmer, Nymex natural-gas futures prices in the

$10 to $11 range, and producer cash flows
shooting through the roof, the energy credit markets in
2006 saw a record level of borrowing activity.

Last year, oil and gas loan volume soared to a 10-year
high of $164.57 billion, up 36% from a 2005 watershed
mark of $120.84 billion and a 2004 creditflow pace of
$87.81 billion. To put this in broader perspective, oil
and gas loan volume in 1997 was just $66.95 billion.

This energy credit surge wasn’t an isolated phenome-
non. Across all industries, syndicated lending last year
totaled about $1.67 trillion, up from about $1.5 trillion
in 2005, says Diana Diquez, senior oil and gas market
analyst for Reuters Loan Pricing Corp. in New York.

The firm collects, analyzes and publishes loan-data
activity on all industries. Its data on the oil and gas indus-
try include aggregate loan volume across five sectors—
E&P, oil service, pipelines, refining and integrated oils.

“In the overall market, there was unprecedented lig-
uidity—huge demand from banks and from non-bank
institutional investors such as mutual funds and hedge
funds to book loans in attractive sectors such as energy,”
says Diquez. “So it was very easy to get large lending
transactions done.”

In addition, the analyst points out the spreads or mar-
gins on loans in 2006 dipped to record lows, so it was
attractive for borrowers to tap the credit markets for
funds. For instance, for leveraged oil and gas borrow-
ers—those credits below a BBB- rating with interest
rates of at least 1.5% higher than the London Interbank
Offering Rate (Libor)—the average drawn spreads last
year on loans syndicated to banks dropped to Libor
plus 210 basis points versus Libor plus 220 in 2005
and Libor plus 245 the prior year.

Other factors spurring 2006 oil and gas loan volume
were low default rates, high earnings and the fact that
the overall global economic environment was benign.
Also, banks were providing longer tenors on loans and
looser covenants. In short, there was more willingness
to lend—and on more favorable terms.

“All these factors, taken in combination, led not only
to a robust level of refinancing activity, but more visibly,
to a huge surge in M&A activity—on the part of both
investment-grade and non-investment-grade borrowers—
which was financed in the loan market,” says Diquez.

Indeed, the dollar value of M&A activity for all indus-
tries in 2006 climbed to $421.9 billion, up from
$260.7 billion in 2005. Much of this activity—worth
$114 billion—was the result of leveraged buyout
(LBO) transactions driven by private-equity investors
taking public companies private.

Noteworthy in this context was that the overall dollar
value of oil and gas investment-grade lending—only
$4:6.3 billion in 2005 versus $74.5 billion for the non-
investment-grade sector that year—reclaimed its 10-year
dominance in 2006, shooting up to $94.9 billion ver-
sus $69.6 billion for non-investment-grade credits.

The reason: investment-grade lending was revived by
the surge in M&A activity, the analyst explains.
Specifically, $40 billion of last year’s oil and gas M&A
activity involved investment-grade names out of a total
of $63 billion worth of energy M&A-related credits.
Comparatively, total energy-related M&A borrowings
for 2005 totaled only $18.4 billion and just $9.4 bil-
lion in 2004.

Among the bigger investment-grade M&A-related
credits for 2006, Diquez cites Anadarko Petroleum’s
aggregate $24-billion credit that backed the buyout of
Kerr-McGee Corp. and Western Gas Resources.

Among the larger non-investment-grade names
involved in M&A-related lending activity last year, she
cites within the midstream the announced $8.4-billion
credit backing the LBO of Kinder Morgan; within the
downstream space, Western Refining announced $1.4
billion credit for the acquisition of Giant Industries; and
within the E&P space, Exco Resources’ dual-tranche,
$1.4 billion credit that allowed that producer to pur-
chase Winchester Energy.

“All these events, including the revived level of invest-
ment-grade borrowings spurred by the strong uptick in
oil and gas M&A activity, were caused by strong indus-
try fundamentals, a perception of sustainable high com-
modity prices and continued high asset values, plus a
very friendly borrowing environment,” says Diquez.

What’s her outlook for oil and gas credit activity
this year?

“Lending activity in first-quarter 2007 has started
lower than for the same period last year, so 2006 is
going to be a tough year to beat, in terms of oil and gas
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loan volume,” the analyst believes.
“That said, energy loan volume
should be very robust relative to his-
torical norms as M&A activity and
refinancings at lower spreads continue
to remain strong and as market lig-
uidity continues to show no signs of
slowing down.”

DRAWING A CROWD

The rising tide in the energy credit
markets in 2006 wasn’t entirely due
to the willingness of domestic banks
to book loans. For the past two
decades, major international finan-
cial institutions—the likes of BMO
Capital Markets, Societé Générale,
RBC Capital Markets, the Royal
Bank of Scotland and BNP
Paribas—have been steadily expand-
ing their footprint in the U.S. energy
space.

With the growth in unconventional
gas-resource plays domestically, the
need for more midstream infrastruc-
ture to bring new energy supply to
high-demand domestic markets and
small-cap U.S. independents seeking
to access energy opportunities
abroad or reshape themselves into
more attractive investment vehicles,
the opportunity for these institutions
to provide integrated capital solu-
tions to the U.S. energy sector is
ballooning.

Among such global financial play-
ers, BMO Capital Markets—a mem-
ber of the North American-based
BMO Financial Group—and Paris-
based Societé Générale have been
especially effective recently in mak-
ing inroads in U.S. energy financing.

'01 '02

'03 '04 '05 06

INTEGRATED SOLUTIONS

Active in the U.S. energy-finance space
for more than 45 years, BMO Capital
Markets—a member of the North
American-based BMO Financial
Group—had in fiscal 2006 about
$4..9 billion of committed capital to
the U.S. energy and power indus-
tries, a level about 40% higher ver-
sus fiscal 2005, primarily through
participations in syndicated credit
facilities. (The accompanying
Reuters Loan Pricing Corp. league

table reflects only lead-arranged
U.S. oil and loan activity.)

On the capital-markets
side of the equation, BMO
Capital Markets since early
this decade has completed
in the U.S. energy sector
public equity transactions
that raised more than $4.7
billion while participating
in more than $11.7 billion
worth of high-yield offer-
ings and $37 billion-plus
of investment-grade public
debt deals. Its U.S. energy
M&A activity for the past
nine years eclipses $31.3
billion worth of advisories.

As part of an effort to further accel-
erate its growth in the U.S. energy
space, BMO Capital Markets in
February announced the appoint-
ment of Tod Benton as managing
director and head of investment
banking for the firm’s energy and
power group in Houston. Previously,
he had been head of energy corpo-
rate banking for Deutsche Bank and

Tod Benton
Managing Director

Group

Energy and Power

BMO Capital Markets

co-head of syndicated energy finance

at JPMorgan Securities.

“My goal is to grow both our loan
and investment-banking business in
the energy sector,” says Benton.
“The way I see us broadening our
footprint in this space is by working
more closely with smaller-cap and
mid-cap E&P companies by provid-
ing loan capital—which is the first
product these companies typically
need—and then as they grow, pro-
viding private-equity and debt place-
ments, mezzanine capital if neces-
sary, and eventually, M&A advi-
sories and execution of capital-rais-
ing transactions in the public equity
and debt markets.”

In February, BMO Capital
Markets, demonstrating its integrated
approach to lending and investment-
banking activity, acted as advisor to
The Exploration Co., a publicly
traded San Antonio, Texas-based
producer, on its planned $95.6-mil-
lion cash and stock purchase of
Output Exploration LLC, a private
Houston operator.

Concurrently, the capital
provider underwrote a new,
four-year, $125-million
senior secured revolving
credit facility and a five-year,
$80-million senior secured
second-lien term loan to
fully finance the acquisition
and provide additional
funding for bolt-on acquisi-
tions, development drilling
and working capital.

The Output acquisition,
which closed in April, dou-
bles The Exploration Co.’s
proved reserves and incr-
eases its current oil and gas produc-
tion by nearly two thirds.

Also in first-quarter 2007, BMO
Capital Markets advised Whittier
Energy Corp., a publicly traded
Houston E&P company, on its
$188-million sale to U.K.-based
Sterling Energy plc and also ren-
dered a fairness opinion to the seller.
That same quarter, it acted as co-
manager on a $500-million, 10-year
public offering of 7% senior notes by
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QUANTUM ENERGY PARTNERS

is pleased to announce the formation of

QUANTUM ENERGY PARTNERS 1V, LP

$1,320,000,000

Equity investments in oil and gas companies focused on building reserves through

acquisitions, exploitation and exploration, as well as opportunities associated with

midstream activities, oil field services, coal, power generation and transportation,
and alternative energy.

For more information on Quantum, or to submit information
on your company, please contact the following:

S. Wil VanLoh, Jr. Alan L. Smith

Quantum Energy Partners
777 Walker Street, Suite 2530, Houston, TX 77002
Phone 713.225.4800 Fax 713.225.5700
www.quantumep.com
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Plains Exploration Co., which will
enable that publicly traded Houston
producer to repay debt and pre-fund
capital-spending programs.

Showing another side to its
financing capabilities, the capital
provider last year acted as joint
arranger on a $150-million private
investment in public equity (PIPE)
deal for Black Hills Corp., a Rapid
City, South Dakota-based diversi-
fied energy company.

“The advantage of a PIPE is that it
allows quick access to institutional
capital as opposed to going to the
public markets to do a secondary
stock offering,” explains Benton.
“What we brought to the table
through our investor relationships
was non-mainstream institutional
money that might not have other-
wise been brought into the deal.”

What is Benton’s outlook for
2007 for U.S. lending and capital-
markets activity?

“In terms of energy lending, we've
developed a number of new
upstream and other energy/power
relationships—our client base is
now close to 100—so we're already
trending up from 2006,” he says.
“As for M&A activity, we had a ban-
ner year in 2006, advising the likes
of Petrohawk Energy Corp. on its
$1.5-billion buy of KCS Energy, so
it’s going to be challenging to match
that pace. Winning M&A mandates
is a low-probability proposition.”

The dominant challenge, he
points out, is that there’s a lot of
capital flowing into the U.S. energy
space, with competition coming not
only from U.S. financial institutions,
but also from big international play-
ers—and even from hedge funds and
institutional investors chasing terms
loans and direct investments in the
energy sector.

“So we're going to have to see
how the U.S. oil and gas industry
shakes out this year,” says Benton.
“If commodity prices fall and some
of the fair-weather competition
from hedge funds disappears, that
will be good for the capital markets

Issuance ($billion)
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Investment grade versus non-investment grade lending. (Source: Reuters Loan Pricing Corporation/Deal Scan)

long term.

“Also, if we were to see E&P capi-
tal-spending remain at high levels in
conjunction with a drop in commod-
ity prices, that would create the need
for operators to borrow more money
because they would be outspending
their cash flow at that point. And, if
they build more credit outstandings,
they’ll typically go to the public
bond markets to term out those out-
standings and refresh their revolvers.
So we would see more capital-mar-
kets activity as well.”

This said, the energy
investment-banking head
predicts M&A will be the
driver of energy financing
activity this year.

“We see commodity
prices standing still for a
while. And as buyers and
sellers begin to come
together on where prices
are likely to remain for Jim Allred
2007—and what fair-mar-
ket values are likely to
be—there’ll be more con-
solidation activity, and
that will play to our financing and
M&A-advisory strengths.”

TRENDS FOGUSED

With assets of more than $900 bil-
lion globally, Societé Générale has
had a presence in Houston since
1979. Notably, during the past 24
months, it has increased by 50% its
lending commitments to the U.S.
upstream, midstream and down-
stream sectors, to $4- to $5 bil-
lion—nearly half that geared to the

Managing Director
Oil and Gas Group
Societé Générale

E&P space.

“There are a couple of trends that
have emerged recently in the energy
sector that are driving the growth
not only of our U.S. lending activi-
ty, but that are also allowing us to
make greater use of our hedging and
capital-markets capabilities, particu-
larly the underwriting of public-debt
issuance,” says Jim Allred, managing
director and head of the U.S. oil
and gas group for Societé Générale
in Houston.

The first trend: the globalization
of the natural gas market.

“Natural gas is in great
supply in places like South
America and the Middle
East, but there’s never been
a market for gas in those
regions, so that commodity
has gone largely unused,”
explains Allred. “Now,
however, gas prices are at a
high enough level in North
America and Europe, where
it makes sense for energy
companies to build large
LNG (liquefied natural gas)
facilities in those places of great gas
supply and ship that gas in liquefied
form to markets like North America
and Europe—where the demand is.”

A top advisor on arranging and
syndicating debt financing for the
construction of huge gas-liquefaction
facilities worldwide, Societé Générale
within the past 18 to 24 months has
advised ConocoPhillips on arrang-
ing the debt financing for such a
multi-billion-dollar facility in the
Middle East, and a private Texas-

HERE’S THE MONEY: CAPITAL FORMATION 2007 » Oil and Gas Investor « May 2007



based operator about funding a sim-
ilar facility in South America.

The other trend Allred is following:
the advent of master limited partner-
ships (MLP) in the upstream space.

“Right now, we're seeing a conflu-
ence of factors that didn’t exist
before in the oil and gas business,”
says the banker. “One is a very low
interest-rate environment; the other,
high commodity prices, with the
futures market showing a strong
contango curve for commodity
prices four to five years out.

“When you couple these two fac-
tors, there’s the opportunity to cre-
ate publicly traded E&P-focused
entities that can distribute strong
cash flows and provide very attrac-
tive yields to investors, in the range
of 7% to 8%.”

Before and after the $261-million
IPO of Linn Energy LLC in January
2006, Societé Générale acted as an
agent-level bank to the now-
Houston-based upstream partner-
ship on hundreds of millions of dol-
lars worth of acquisition-related
credit facilities. Currently, it is seek-
ing to provide a similar level of
financing for two more U.S. produc-
ers that are planning to form
upstream MLPs this year.

Allred stresses his firm is not only
able to provide reserve-base revolvers
and bridge loans to such entities, but
just as importantly, hedging facilities
to mitigate the risk related to inter-
est rates and commodity prices.
“The more an MLP can lock in
future commodity prices and inter-
est rates, the more stable and less
volatile its cash flows are, which is
essential for maintaining distribu-
tions that provide attractive yields
to unitholders,” he says.

With an eye on making its reserve-
base lending skills available to
smaller-cap, private E&P companies
in the U.S., Societé Générale in
March was the lead arranger on a
five-year, $75-million credit facility
for a private Denver-based operator
seeking to develop its coalbed-
methane asset base in the San Juan
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2006 US. Oil & Gas Lead Arrangers

RANK §  BANK HOLDING CO.

1 JP Morgan

2 Bank of America

3 Credit Suisse

4 Citigroup

5 UBS AG

6 Wachovia Securities

7 BNP Paribas

8 Royal Bank of Scotland Plc
9 Wells Fargo & Co.

10  Barclays Bank Plc

11  Union Bank of California
12  SunTrust Bank

13  Goldman Sachs & Co.
14  RBC Capital Markets

15  Lehman Brothers

16  Fortis Bank

17  BMO Capital Markets

18  TD Securities

19  General Electric Capital Corp.
20  Scotia Capital

21  Deutsche Bank

22  Guggenheim Partners

23  BOK Financial Corp.

24 PNC Bank

25  Midland Financial Co

26  Morgan Stanley

27  Capital One Financial Corp.
28  KeyBank

29  Guaranty Bank

30  Comerica

LEAD ARRANGER VOLUME § NO. OF DEALS | MARKET SHARE
38,235,000,000 78 23%
22,149,100,000 51 13%
16,645,000,000 15 10%
15,331,000,000 21 9%
13,749,475,000 5 8%
11,775,000,000 30 7%
11,260,000,000 27 7%

7,900,000,000 7 5%

5,150,350,641 17 3%

4,050,000,000 2 2%

2,987,200,000 10 2%

2,710,000,000 9 2%

2,04:8,316,000 4 1%

1,596,001,382 9 1%

1,450,000,000 5 1%

1,275,000,000 5 1%

1,110,000,000 5 1%

1,091,001,382 3 1%

906,136,842 6 1%
775,000,000 4 0%
512,500,000 3 0%
415,000,000 3 0%
275,000,000 1 0%
267,500,000 5 0%
265,000,000 2 0%
200,000,000 1 0%
100,000,000 1 0%

90,000,000 2 0%

82,000,000 1 0%

75,000,000 1 0%

Source: Reuters Loan Pricing Corporation/Deal Scan

Basin in New Mexico.

Late last year, it also committed
to a four-year, $40-million credit
facility for a New Mexico-based
private E&P company to enable
that producer to develop a carbon-
dioxide and natural-gas project in
Colorado.

“The financing involved extensive
commodity-price and interest-rate
hedging in order for the client to get
the money it needed to complete the
development of this project,” says
the banker.

There is yet another potential driver
for Societé Générale’s growth in the

U.S. energy-lending arena this year:
the M&A market.

“There’s a vast amount of oil
and gas assets on the market right
now, notably from both Anadarko
Petroleum and Dominion E&P,”
says Allred. “In fact, it’s likely that
2007 will see bigger A&D activity
than last year—and 2006 was a
record year for such activity, with
$60 billion worth of assets chang-
ing hands in the U.S. This causes
me to believe that we're going to
have the ability to put more capi-
tal to work, in terms of acquisition
financing.” e

www.oilandgasinvestor.com ¢ May 2007



A PROVEN TRACK RECORD OF SUCCESS

ENCAP INVESTMENTS L.P.

What distinguishes EnCap from the competition?

The depth and experience of our investment team  of whom we have backed multiple times. EnCap

is unparalleled. Three of the EnCap partners have  is a patient, value-added financial partner. After

run E&P companies and three other members of successfully investing eleven funds over almost

our investment staff are petroleum engineers. two decades, we've earned the respect and sup-

We understand the technical as well as the finan- port of our institutional investors, and we are well

cial aspects of the business. We also understand equipped not only to provide your company with

the opportunities and challenges presented by growth capital, but also help you smooth out the

the cyclical nature of the industry, and appreci- inevitable bumps encountered in the process of

ate the fact that there will be bumps in the road. building a substantial enterprise and achieving

Ask the CEOs of our portfolio companies, many your financial goals.
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D. Martin Phillips, Robert L. Zorich, David B. Miller, Gary R. Petersen
Co-Founders and Partners




The Leading Source of Private Equity Capital
to the Independent Sector since 1988

* ENCAP HAS BEEN A SIGNIFICANT AND INNOVATIVE FINANCING SOURCE TO
THE INDEPENDENT SECTOR FOR ALMOST TWO DECADES.

®* PROVIDED 125 COMPANIES WITH GROWTH CAPITAL AND VALUE-ADDED
STRATEGIC SUPPORT.

* CLOSED OVER $6 BILLION OF OIL AND GAS TRANSACTIONS (INSTITUTIONAL
FUNDS AGGREGATING $4 BILLION AND $2.5 BILLION OF CORPORATE
FINANCE TRANSACTIONS).

* CURRENTLY INVESTING 12TH OIL AND GAS FUND WITH AGGREGATE
COMMITMENTS OF $1.5 BILLION FROM 100 MAJOR INSTITUTIONS.

Houston Office Team: Dallas Office Team:
Gary Petersen Marty Phillips Bob Zorich David Miller
Brent Bechtol Kyle Kafka
Mark Burroughs Sean Smith Jason McMahon
Jason DeLorenzo Wynne Snoots Murphy Markham
Ryan Devlin Doug Swanson L —
Bobby Haier Brad Thielemann cott Smetko
Mitch Hovendick Mark Welsh
1100 Louisiana, Suite 3150 3811 Turtle Creek Blvd., Suite 1080
Houston, Texas 77002 Dallas, Texas 75219
713-659-6100 214-599-0800

WWW.ENCAPINVESTMENTS.COM



CAPITAL PROVIDER PROFILES

Open for Business

Three new companies that will finance
energy deals share their views.

By Bridie Isensee, Contributing Editor

better time to access capital for building their

dreams. Several billion dollars are available, and
new providers keep showing up. They will learn about
those new names while perusing updated lists of capi-
tal providers, but behind those names are seasoned
E&P teams eager to tailor their services for a range of
clients, from institutional investors to small operators
and independents.

Quintana Energy Partners LP and Tudor Pickering
LLC, both based in Houston, and BSI Energy Partners
in Dallas, Texas, join this list of new equity buyers with
centuries of combined experience, and they
even include a former U.S. Cabinet secretary.

Energy entrepreneurs know there has never been a

QUINTANA

The Quintana name is already a well-known
commodity in the energy arena. Quintana
Energy Partners L.P. (the Fund) was formed
by Quintana Capital Group L.P. to make con-
trol-oriented equity investments across the oil
and natural gas, coal and power industries.
With US$650 million in capital commitments,
the Fund will seek to continue the investment
history of the Houston-based family of Corbin
J. Robertson Jr.

The family traces its roots in the energy
industry through four generations, commencing with
the founding of Quintana Petroleum Corp. in the
1930s by Hugh Roy Cullen, Corbin J. Robertson
Jr.’s grandfather. In addition to the operational
expertise of Quintana’s organization, Donald L.
Evans, the former Secretary of the U.S. Department
of Commerce, brings more than 25 years of experi-
ence gained during his tenure at Tom Brown Inc., a
leading independent energy company. Under
Secretary Evans’ leadership, Tom Brown became a
pioneer in developing the prolific natural gas
resources of the Rocky Mountains.

Quintana Energy Partners will scout a wide variety of
ideas throughout the energy space, says the Fund’s
chief operating officer and spokesman, Loren Soetenga,
from exploration to oilfield service, from underexploited

Principal

Partners

Corbin | Robertson |r.

Quintana Energy

conventional oil and gas producing properties to uncon-
ventional opportunities.

The Fund is interested in backing proven E&P and
service-oriented management teams, looking to start or
grow new companies. In addition, it will likely invest in
niche natural gas storage or other midstream opportuni-
ties, coal mining operations and infrastructure, clean
coal technology opportunities, renewable and alterna-
tive energy opportunities, and power generation or
transmission opportunities, Soetenga says.

“This is a broad-based, opportunistic fund that will go
upstream, midstream and downstream, domestic and
international,” says owner and partner, and former U.S.
Department of Commerce Secretary, Donald L. Evans,
who has known the Quintana principals since his oil-
field days in West Texas in the 1980s.

As far as size of deals, the new fund will focus on the
$10- to $50-million range in equity, Soetenga says.
Leverage used will vary depending on the deal.
Historically, 75% of Quintana’s investments
have been in North America.

The fund will deploy capital via growth equity
and start-up investments, leveraged buy-outs,
management buy-outs, buy-and-builds, joint
venture or other arrangements.

Manning the helm at Quintana Energy
Partners is an impressive team of energy profes-
sionals with 318 years of combined experience.
Principals of the fund are Cullen’s grandson,
Corbin (Corby) Robertson Jr.; Warren
Hawkins; Brock Morris; and other members of
the Robertson family, including Corbin III and
William Robertson. The fund’s investment team
is made up of 19 professionals, including seven with
technical and operational skills, as well as in-house fund
operations, legal, accounting and risk management exper-
tise, and a pool of finance and analytical associates.

“The team’s operational and technical expertise repre-
sents a skill-set and experience level that is unparalleled
among energy private equity investors,” Soetenga says.
“There has been virtually no turnover, since the core of
the team came together at Quintana, over 25 years.”

The fund has an extensive network of relationships
with leading executives, entrepreneurs, consultants,
investment bankers, private equity investors and govern-
ment officials within the energy sector, Soetenga says.

This has proven to be a valuable source of investment
opportunities, frequently resulting in Quintana gaining
access to an opportunity before other potential investors
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NGP CAPITAL RESOURCES COMPANY

Providing Loans and Structured Capital to the Energy Industry

$60,000,000 $36,500,000 $12,000,000 $50,000,000

TAMMANY ALDEN RESOURCES LLC SONORAN ENERGY, INC. RUBICON ENERGY
OIL & GAs LLC PARTNERS, LLC

SENIOR SECURED SENIOR SECURED SENIOR SECURED
MULTI DVANCE MULTIPLEADVANCE MULTIPLE-ADVANCE
TH AN i LOAN

AGENT AND SOLE LENDER AGENT AND SOLE LENDER AGENT AND SOLE LENDER AGENT AND SOLE LENDER

MARCH 2007 JANUARY 2007 NOVEMBER 2006

NOVEMBER 2006

$325,000,000 $82,000,000 $15,000,000 $15,000,000 $4,000,000

ENERGY XXI NIGHTHAWK BSR Arro, LLC BSR Loco, LLC RUBICON ENERGY
GULF CoAST, INC. TRANSPORT I, LP PARTNERS, LLC

SECOND LIEN TERM LOAN SENIOR SECURED SENIOR SECURED MULTIPLE- SENIOR SECURED MULTIPLE- PURCHASE OF

TERM LOAN A ADVANCE TERM LOAN ADVANCE TERM LOAN MEMBERSHIP UNITS
AND A SENIOR SECURED

RM LOAN B

PARTICIPANT PARTICIPANT AGENT AND SOLE LENDER AGENT AND SOLE LENDER PURCHASER

SEPTEMBER 2006 AUGUST 2006 AUGUST 2006 AUGUST 2006 JULY 2006

$12,000,000 $95,000,000 $25,000,000 $17,000,000 $50,000,000

CHROMA EXPLORATION
PROPERTIES, LLC & PRODUCTION, INC.

CROSSROADS ENERGY, LP Resaca EXPLOITATION,LP RaBBIT ISLAND, L.P. PICEANCE BASIN

SENIOR SECURED SENIOR SECURED MULTIPLE- SENIOR SECURED REVOLVING SENIOR SECURED
MULTIPLE-ADVANCE ADVA M LOAN, SENIOR CREDIT FACILITY MULTIPLE-ADVANCE TERM LOAN
TERM LOAN SECURED TEI A
ND SENIOR SUBORDINATED
SECURED CONVERTIBLE

AGENTAND SOLE LENDER ARRANGER AND AGENT ARRANGER AND AGENT AGENT AND SOLE LENDER ARRANGER AND AGENT

JUNE 2006 B2 BN 20D JANUARY 2006 SEPTEMBER 2005

$19,660,000 $25,000,000 $20,000,000 $45,000,000 $59,050,000

CHROMA EXPLORATION MILLENNIUM OFFSHORE TIERRAMAR C-Gas,LLC

CRESCENT RESOURCES, LLC
& PRODUCTION, INC. GROUR INC. ENERGY, LLC AtcHeg CBM,LLC

SERIES A PARTICIPATING SENIOR SECURED SENIOR SECURED SENIOR SECURED SENIOR SUBORDINATED
CCONVERTIBLE BRIDGE LOAN MULTIPLE-ADVANCE MULTIPLE-ADVANCE SECURED TERM LOAN AND
PREFERRED STOCK TERM LOAN TERM LOANS SENIOR SUBORDINATED

BRIDGE LOAN

PURCHASER AGENT AND SOLE LENDER AGENT AND SOLE LENDER

AGENT AND SOLE LENDER AGENT AND SOLE LENDER
2,000,000

SEPTEMBER 2005 AUGUST 2005 MAY 2005 APRIL 2005 'DECEMBER 2004

Jobn Homier  Steve Gardner  Kelly Plato  Larry Tharp

Dan Schockling Hans Hubbard Cbris Ryals Robert Sheffey Mike Buckingbam

1221 McKinney, Suite 2975, Houston, Texas 77010
(713) 752-0062 phone - (713) 752-0063 fax

WWWw.ngpcrc.com
NASDAQ: NGPC

an alffiliate of
NGP ENERGY CAPITAL MANAGEMENT




CAPITAL PROVIDER PROFILES

do. The Fund also benefits signifi-
cantly from the strength of
Quintana’s organization, with the
addition of Evans, in sourcing pro-
prietary investment opportunities on
a global basis.

TUDOR PICKERING

Another group of energy profession-
als has come together to form an
integrated energy investment and
merchant-banking boutique. Tudor,
Pickering & Co. LLC inked an agree-
ment in February 2007 to merge
Tudor Capital Partners LLC and
Pickering Energy Partners Inc.
Subject to National Association of
Securities Dealers approval, the
merger is expected to close in the sec-
ond quarter. Both firms are privately
held, and terms were not disclosed.

Tudor Pickering will relocate dur-
ing fall 2007 from its Houston
Galleria offices to new headquarters
in Heritage Plaza downtown. The
investment firm also has satellite
offices in New Orleans and Denver.

The birth of Tudor Pickering hap-
pened as the main principals, Bobby
Tudor and Dan Pickering, were con-
sidering business changes. Tudor
had recently retired as a partner with
Goldman Sachs, a tenure that included
a five-year assignment in London.

Meanwhile, Pickering was looking
to grow his energy research firm
with a top-ranked investment bank-
ing function. A highly acclaimed
E&P analyst, he was formerly head
of research for the investment bank
Simmons & Co. International before
starting Pickering Energy Partners in
2004. He also served as an E&P
analyst and sector fund manager
with Fidelity Investments and
worked for Arco Alaska.

While the two men knew of each
other and had mutual clients and
friends, they had never met. Once
they did, however, they realized
their business pursuits were a perfect
complement. They decided to open
up their doors as an investment bou-
tique centered on the research, sales
and trading business established by

Don Evans: Back In the Patch

A notable new face among Quintana Energy Partners LP fund princi-
pals is Donald L. Evans, former U.S. Secretary of Commerce under
President George W. Bush.

Evans is a veteran in the oil and gas industry. He
began his career as a roughneck working on oil rigs
for Midland, Texas-based Tom Brown Inc., a large
independent with a drilling subsidiary at the time.
Ten years later, he took the helm of the multi-billion-
dollar E&P company as chief executive officer, con-
tinuing in that position until being tapped in 2000
by his long-time friend Bush to lead the finance arm
of his national presidential campaign, and later, to
be the U.S. Commerce Department secretary.

It was through Tom Brown that Evans knew
Quintana. The two companies had done a few
deals in West Texas in the 1980s, and thus was the
beginning of a long-term relationship.

“To me, it all begins with integrity and trust,” says
Evans. “Corby Robertson Jr. has been a great friend in my life and a great
business partner on occasion for over 40 years. And the name Quintana
has represented the gold standard in this industry for over 70 years.
That’s why I made the decision to become a partner in this new fund.”

For Evans, one of Quintana’s appeals was that key members of the
fund’s operating team of engineers and geologists have worked together
for 30 years and have a well-regarded track record.

Evans participated in raising the fund’s initial $650 million, attending
meetings with a number of potential investors or limited partners. As CEO
of a large E&P company in the 1990s, he was familiar with the ways of
Wall Street and other investment arenas. Then, too, he was an executive
with a number of companies affiliated with Tom Brown Inc. including oil
and gas tool company Oncor Inc. and TMBR/Sharp Dirilling Co., a promi-
nent drilling contractor active primarily in West Texas and the Rockies.

As an owner and general partner in Quintana Energy Partners, he is part
of the decision-making process for investments through the new fund,
which was designed with an open architecture to leverage the team’s skills.

“I know I've got the expertise to evaluate a broad spectrum of energy
investment opportunities. We all do. For example, Corby is the largest
private owner of coal reserves in the nation after the federal government.

“I am impressed by the number of opportunities that are flowing
through the door. The variety of experiences we’ve had exposes us to a
lot of deals and is one of our strengths,” says Evans, who divides his
time between Houston and Midland. e

Don Evans

Owner, Partner
Quintana Energy
Partners

—Leslie Haines, Editor-in-chief

Pickering and his team during the
past three years, Tudor says.

Tudor Pickering will provide
research, sales, trading, underwrit-
ing and private placement capabili-
ties as well as traditional investment

banking services, including mergers
and acquisitions, divestitures, fair-
ness opinions and capital market sur-
veys. The firm’s research arm will
focus on macro-commodity analysis
as well as company-specific research.
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LIME ROCK PARTNERS AND IDM GROUP: P/

In 2006, two land rig manufacturers, one in Houston and one in
Ukraine, were seeking to expand their capacity and their global
reach. Both chose Lime Rock Partners to be their investment partner,
and IDM Group was born.

Over 16 years, IDM Equipment, based in Houston, had evolved from making
control systems to manufacturing the leading-edge Quicksilver Drilling
Systems for the North American market. With roots going back over 100 years,
a Ukrainian rig manufacturer was seeking to unlock the capacity of its plant
and produce larger rigs. They both chose Lime Rock Pariners as their investment
partner for its growth capital, global network of relationships, and operating
and financial expertise.

Combined into the IDM Group, the company, now led by an infernational
team of senior executives, is providing a full range of innovative, safe,
and cost-competitive rigs and rig components to markets worldwide.

With $1.6 billion under management, Lime Rock Partners is a creative, value-adding, N _
and long-term investor of growth capital in exploration and production, energy service, ! “ I ﬂ I_I ME ROCK
and oil service technology companies worldwide. ! E \ ‘

= S\\\' PARTNERS

To discuss how Lime Rock Partners can partner with you, please contact Saad Bargach
or Tom Bates at 713.292.9500 or visit www.Irpariners.com. Growth Capital for the Energy Indusiry



CAPITAL PROVIDER PROFILES

The team will perform equity
research on about 100 companies in
the upstream, midstream and oilfield
services sectors.

“Building an investment and mer-
chant banking business around a
securities business is a bit of a contrar-
ian strategy,” Tudor says, “but one
Tudor Pickering believes will provide
a strong foundation for growth and
will prevail in the long run.”

Down the road, the firm foresees
adding merchant banking services,
providing clients with access to capital
and the full spectrum of offerings they
need to get deals done. The boutique
won’t be constrained by deal size, but
it believes that it can provide meaning-
ful value for transactions in the range
of $50 million and up, Tudor says.

Tudor Pickering has already begun
a rapid growth plan. Since opening its
doors for business with 25 employees,
the investment firm has added five
new investment bankers and two new
equity research analysts. All have
energy backgrounds, and they come
from other leading securities firms,
including Goldman Sachs, JP Morgan,
Lehman Brothers, Credit Suisse,
Merrill Lynch and Howard Weil.

“We are assembling a strong
investment banking team to comple-
ment our industry-leading research
capability,” Tudor said.

Among new employees, Ed Guay
will serve as managing director of
investment banking. He currently
runs a successful advisory practice in
the energy master limited partner-
ship sector and previously was a
managing director with Goldman
Sachs, Salomon Smith Barney and
Schroders in their respective energy
investment banking practices. Becca
Followill, managing director, will be
responsible for midstream equity
research. She was previously a vice
president of gas and power research
at Howard Weil and covered gas
distribution at Merrill Lynch.

BSI ENERGY PARTNERS

In another part of Texas, a relatively

growing its business—-BSI Energy
Partners LLC. The firm, with offices in
Dallas as well as Ventura, California,
had its first manifestation in the mid-
1990s as BSI Natural Resources. The
latter acquired and exploited E&P
properties until divesting its core assets
to Plains Exploration & Production in
2005, says Dustin Gaspari, a BSI prin-
cipal in the Dallas office.

After a short break, the team re-
entered the business through the
sponsorship and support of energy
professionals who wanted to build
growth-oriented energy companies.
This resulted in the formation of
three new companies in the E&P
and energy services sector.

Simonson Inc.; and Dana Kearney,
a certified financial accountant for
Bentley-Simonson Inc.

BSI Energy Partners targets com-
panies needing $1- to $10 million.
Gaspari says the firm’s clients tend
to fall into two groups: small opera-
tors and entrepreneurs needing
modest amounts of capital to move
their project to the next level, and
independents looking for a partner
on a particular project for which
they are trying to raise capital or
diversify their risks.

“We believe that there are substan-
tial opportunities for smaller teams
and independents to exploit assets
that larger companies for several

BSI thinks the most interesting deals are those
with multiple avenues for potential growth.

new energy investment group is

BSI Energy Partners LLC was the
result of that investment strategy.
The group has eight principals,
including Gaspari, who was intro-
duced to the rest of the team while
working in Union Bank of
California’s oil and gas group where
he provided financing to support
BSI Natural Resources’ growth.

“I was always impressed with the
team’s hands-on approach and ability
to create value at the asset level,”
Gaspari says. “Their ability to identify,
implement and manage multiple value-
enhancing projects while keeping a
long-term perspective really paid off.”

Other principals include Cliff
Simonson, who currently serves as
an executive director for True Oil
Enterprises LLC, a service provider
to companies engaged in the domes-
tic energy sector; petroleum engineer
Petter Romming, who also serves as
an executive director for True Oil
Enterprises; Theodore Bentley,
another executive director for True
and a co-founder of Bentley-

reasons cannot,” Gaspari says. “Our
existing and prospective partners
tend to be nimble and creative,
extracting hidden value from assets
that the market is generally unaware
of, or which represent opportunities
that do not fit within a particular
development strategy or acquisition
model. The predecessor to BSI was
founded largely on the principle of
exploiting value from assets that oth-
ers left behind or lacked the motiva-
tion to understand and pursue.”

BSI thinks the most interesting
deals are those with multiple
avenues for potential growth, rang-
ing from lower-risk facilities
improvements, wellbore optimiza-
tion and bypassed pay opportunities
to development drilling, exploration
and lease expansion.

“The best projects often have an
element of each, so if one is not
working, you have other ways to cre-
ate value,” Gaspari says. “We believe
that building value in oil and gas is
often an incremental process.” ®
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Structured Oil and Gas Finance at RBS

We understand that to win you have to drive further and more accurately than the competition.

As a global leader in Structured Oil and Gas Finance, we have a proven track record of delivering
innovative and thoughtful financing solutions such as Production Payments, Mezzanine Financing and
Development Financing. Like Jack, our reputation is built on getting things done, which is why we've
quietly grown to become one of the biggest banks in the world.

For mare information on North American Structured Qil and Gas Finance, call Jim McBride (713) 221-2426.

Make it happen g% RBS

The Royal Bank of Scotland Group



FINANCING FOR SMALL-CAPS

More Than Plenty

The surge in all kinds of capital provides
many choices for small-cap companies, but
size, management and asset-focused pro-
jects still matter.

By Gary Clouser, Gontributing Editor

caused a surge of interest on the part of energy-

focused institutional investors and a larger energy
weighting by the general investment funds. The good
news is that, as a result, there is a much deeper and
broader pool of capital for small-cap E&P companies.
From commercial and investment banks to private equity
funds, the array of capital choices and dollars available
is at an all-time high.

“There has not been a better time during the last five
years to finance a small-cap E&P company,”
says Mark Green, president of Houston-based
Wells Fargo Energy Capital.

Small-cap producers tend to fund them-
selves with bank loans, mezzanine facilities
and/or private equity. Many of the smaller
firms also use industry partners through pro-
moted transactions. In addition, the larger
public companies use bank debt, but their
capital structures can include a significant
portion of public debt as well.

Public funding is readily available for energy
these days, but many small-caps opt to
remain private because of the significantly
increased regulatory and compliance costs as
well as the higher levels of disclosure associated with
being public.

“Bank financing is usually the preferred source of
capital for the smaller E&P companies, since it is the
cheapest,” Green says. “However, bank debt has the
most limitations, and it focuses primarily on proved
producing reserves. For those companies that do not
have significant amounts of production, mezzanine
financing and private equity are the most appropriate
choices.”

The rise in commodity prices since 2000 has

President

Capital

PUBLIC ISSUES

“Small-cap issuers tend to be more asset-focused and
very management-oriented,” says Alex Montano, man-
aging director of C.K. Cooper & Co., headquartered
in Irvine, California. The investment banking firm’s

Mark Green

Wells Fargo Energy

sweet spot for funding is in the $5- to $45-million
range, he says.

“We believe that the higher end of that range, say
$20 million plus, is of sufficient size to really create
strong investor attention, which benefits the issuer in
the aftermarket. At each dollar range, you find a differ-
ent group of investors,” he says.

The key questions a potential capital provider will ask
are: Is the management credible with a proven track
record? Will institutional investors accept the manage-
ment? And if the management is acceptable, what are
the uses of proceeds?

“In most cases, smaller issuers are focused on a partic-
ular basin, field or geological play, which requires very
detailed modeling on the use of proceeds and financial
impact than is the case for larger issuers where the use
of proceeds may be broader,” Montano says.

Generally speaking, as companies grow in size, their
weighted cost of capital declines. “There are
times when a small company may have such a
compelling story that they can achieve very
attractive costs of capital,” he says. “But nor-
mally, given the options available and the
related costs, small issuers pay more for their
capital. However, that spread has narrowed
over the past several years.

“Small-cap managers, for the most part, view
the acquisition markets as being simply too
expensive to be an aggressive purchaser of
assets. Furthermore, in a strong sellers’ market,
the value assigned to lower-category reserves
makes competitive deals less financially
rewarding for them. As a result, we think most
small issuers are using their innovation and nimbleness
to grow through the drillbit, potentially positioning
themselves to take advantage of the acquisition markets
themselves.”

This approach requires more financial modeling at a
field and asset level basis, Montano explains. As a
result, small issuers do a higher number of smaller-dol-
lar transactions. “This logic makes sense,” he says. “If
an issuer can take $20 million and prove its concept or
remove geologic/engineering risk from a key asset,
then it should be able to raise an additional $40 mil-
lion for full development at a much more attractive
cost of capital. Because of their smaller nature, the
market tends to reward success on asset development
more significantly, which can positively impact the cost
of capital in the future.”
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PRIVATE EQUITY

Although it cooled a bit in the first
half of 2007, the sheer volume of
available private capital for the energy
industry has been phenomenal.
According to the COSCO Private
Capital Energy Index Report pub-
lished earlier this year, there was
$17.3 billon in private capital at the
end of December 2006 for energy
deals. That’s more than double
what it was in the first half of 2005.

This has created pressure from
institutional investors to put the cap-
ital to work, says William Weidner,
managing director of COSCO
Capital Management, which is head-
quartered in New York, with offices
throughout the U.S. and in Calgary.

Private equity funds have tradi-
tionally been used for acquisitions
and field development, but an
increasing amount is also being used
for exploration, says William
Moyer, vice president of business
development of capital markets and
membership for the Independent
Petroleum Association of America.

The competition resulting from
the abundance of capital sources has
led some providers to be more cre-
ative and aggressive—perhaps tak-
ing on more risks, sometimes, with-
out the corresponding increase in
the rate of return or addition of war-
rants and overrides, Moyer adds.

Most small-cap companies, partic-
ularly start-ups, are probably going
to have to look to the private equity
or mezzanine market first. Then, as
the company and projects develop,
they may be able to ultimately
arrange senior bank debt. Banks,
generally, are limited to financing
between 50% and 65% of the value
of proved, producing or behind-
pipe reserves. Mezzanine funds are
more likely to be willing to fund
proved undeveloped projects,
Moyer says.

Although any guideline is skewed
by the specifics of the deal, private
equity remains the most expensive
type of capital as investors will be
looking for returns of about 20% to

FINANCING FOR SMALL-CAPS

The Players

BlueRock Energy Capital Ltd. was founded in 2002. The part-
ners originated and managed the producer finance business at
Tenneco Ventures in 1993, which subsequently became Domain
Energy and later Range Energy Finance Corp. During the past 14
years, BlueRock and its predecessors have completed more than
300 transactions for upwards of $275 million.

COSCO Capital Management LLC is a leading expert in pri-
vate capital and venture capital financing for the energy business.
It advises professionally managed capital providers on current or
prospective investments and assists energy companies regarding
investment opportunities and capital needs. Since its founding in
January 1992, COSCO has worked with more than 50 capital
sources, constituting the majority of the U.S. and Canadian-based
sources of capital dedicated to the energy business. During the
past five years, COSCO has assisted investors to purchase or sell
$400 million of portfolio companies and has worked with energy
companies to access more than $750 million of private capital.

In addition to its primary business function of sourcing capital,
COSCO also co-invests in each of its private equity placements
through COSCO Investments LP.

Energy Spectrum Capital, founded in 1996, targets direct
investments in companies that own, operate and develop energy
assets in North America. Since inception, the Dallas-based firm
has raised in excess of $1 billion of private equity capital and
sponsored more than 30 portfolio companies. There are three spe-
cific companies under the Energy Spectrum umbrella: Energy
Spectrum Capital, Energy Trust Partners and Energy Spectrum
Advisors, an upstream investment banking firm. Energy Spectrum
is the general partner for a series of private equity funds that focus
on the midstream and is a co-general partner of Energy Trust
Partners, which provides private equity funds for the E&P sector.

Rivington Capital Advisors LLC, founded in 2002, assists in
all aspects of deal structuring and marketing. This includes devel-
oping marketing materials and investor presentations; negotiating
deal terms and documentation; and overall management of the
transaction process.

The firm’s advisory services include arrangement and execution
of private debt and equity placements; merger, acquisition, divesti-
ture and financial due diligence; derivative and hedging; and reor-
ganization, recapitalization and corporate valuation work.

It has closed about 40 transactions having a total transaction
value exceeding $2.4 billion. Target clients include small- and
mid-cap energy companies; start-ups or established; family-owned
or private-equity sponsored. An affiliated entity, Rivington
Financial Services LLC, provides a full suite of outsourced
accounting functions to small- and mid-cap growth oriented
upstream companies.

Wells Fargo Energy Capital provides a complete range of products
including senior debt, syndications, mezzanine finance, acquisitions
and divestments advisory as well as risk management. It currently has
more than $6 billion in commitments to the industry. e
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Share Performance vs. Production Growth

ECS raises $13.0 MM for PFE ECS along with another agent raised
allowing the Company to acquire $150.0 MM for PFE allowing the

a 40% WI in Shell's Pacific Creek, Company to acquire the Beta Unit
Wyoming Play. adding 2,150 BOE/d.

Share Price

ECS raises $21.5 MM for PFE
allowing the Company to acquire
Carneros Energy, Inc. adding
375 BOE/.

Production (BOE/d)
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Maintaining close relationships from
the early stages and through your company’s growth.

November 2005 - ECS was engaged by Pacific Energy to raise $13 million.
The Company’s share price was $0.83/share.
'
December 2005 - ECS raised $13 million of capital to fund Pacific Energy’s working

interest acquisition in Shell’s Pacific Creek, Wyoming project.
The Company’s share price was $0.94Ishar,_e.

January 2006 - ECS was re-engaged to raise $85 million of common equity and advise
Pac|f|c Energy on obtaining a $100 million Senior Credit Facility to fund i
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FINANCING FOR SMALL-CAPS

25% or higher, whereas mezzanine
funds typically seek between 15%
and 20% return, and banks charge
up to 10% for senior bank debt,
Moyer says.

Some mezzanine providers are
also funding development packages
that have little or no underlying pro-
duction and/or consist of low-risk
probable reserves. “These facilities
carry a higher risk level and will
bump the returns to the 20%-to-25%
range,” Green says. Private equity
funds are willing to finance early-
stage companies where there is a sig-
nificant amount of exploration risk,
he adds.

Weidner says oil and gas compa-
nies seeking financing should find
out exactly how their investors’ cap-
ital has been organized in
the first place and how
that organization may
impact their business plan.
Likewise, investors seeking
illiquid investments will
surely be making periodic
checks of their own funds’
organization to assure
approximate matching
with the assets.

“Don’t finance long-term
assets with short-term
financing,” Weidner advises.

Scott Kessey, principal with
COSCO, adds: “If a project is explo-
ration focused, don’t fund with
debt. Nearly all private equity
financings reflect some planned level
of bank debt usage.”

Jim Benson, managing partner of
Energy Spectrum in Dallas, says
there will always be a need for small-
cap financing in the future. As larger
packages of assets consolidate, there
will be smaller, non-strategic pack-
ages that will be carved out that may
be strategic or operationally benefi-
cial to a smaller entity.

“Many of these companies will
need capital to acquire and devel-
op these assets, which will provide
for financing opportunities.
Companies that are willing to con-
tribute a meaningful amount of

Alex Montano

Managing Director
CK Cooper & Co.

equity will be successful. All com-
panies should expect to have some
skin in the game,” he says.

START-UP NEEDS

The continued reorganization of the
upstream industry through mergers
and acquisitions is “liberating many
new, competent teams which are
legitimate candidates for private cap-
ital,” says COSCO’s Weidner. “The
commodity prices and advances in
drilling and completion technologies
have unlocked unconventional and
bypassed resources, whose risk pro-
files some financial investors find
compatible.”

In a relatively new trend in the
fund business, investors want to
develop a relationship with an E&P
management team on the
front-end of a deal, and
sometimes when that
team does not yet have
any material assets.

“Historically, private
equity was interested in
being ‘just in time’ equity,
which typically supported
an acquisition,” Energy
Spectrum’s Benson says.
“Currently, our equity
funds are willing to sup-
port a management team
with a small asset base or a strate-
gic game-plan around which we
can develop the relationship. In all
cases, the sponsor management
team must provide an equity con-
tribution. But, the first decision in
all cases is based on the team, not
an asset.

Both of Energy Spectrum’s cur-
rent private equity funds are looking
for experienced management teams
that have been successful in specific
geographical areas and who are
looking for an equity partner to
expand their strategy with addition-
al development or exploration and
acquisitions.

The investment-banking arm,
Energy Spectrum Advisors, facili-
tates mergers, acquisitions and
divestitures and raises capital from

institutional investors for small to
mid-sized E&P companies. ESA typi-
cally closes about 10 to 15 deals a
year with deal-size averaging about
$60 million, Benson says. It will
look at deals as small as $10 million
and its largest transaction to date
was $71.6 billion.

Wells Fargo Energy Capital, a
non-bank subsidiary of Wells Fargo
and part of the Wells Fargo Energy
Group, closed 23 debt and equity
transactions totaling more than
$200 million in 2006. Since its
inception in 1998, WFEC has com-
mitted more than $1 billion in debt
and equity capital.

A good example of its one-stop
shop concept is BlackSand Energy,
a small Denver-based producer,
where the bank’s local office spent
1.5 years advising management on
a major recapitalization. In 2005,
the company engaged Wells Fargo
to arrange senior debt and second-
lien facilities and restructure its
commodity-hedging portfolio.
WFEC also participated with Kayne
Anderson Capital Advisors LP in a
$50-million preferred equity com-
mitment, Green says. BlackSand
was later sold to Linn Energy LLC
of Houston in August 2006 for
more than $290 million.

WEEC is currently documenting a
small mezzanine facility for an
unnamed Dallas, Texas-based pro-
ducer to fund its share of the devel-
opment costs in a Cotton Valley
play in East Texas. The company
had historically funded itself with
industry partners but decided it was
giving up too much equity in its
projects as a result, Green says.
After a significant amount of techni-
cal due diligence, WEFC agreed to
provide mezzanine financing even
though the reserves were classified
as probable.

GASE STUDIES

PRB Energy Inc. of Denver and
Panther Bayou Exploration &
Production of Houston are recent
examples of C.K. Cooper deals. It
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PATRIO

EXPLORATIO

Opportunity driven.

T
N

Not us.

Money is chasing oil and gas projects at a record pace. But the
typical finance committee can bring even the most promising
project to a screeching halt.
Patriot Exploration is different. Our team of in-house oil
and gas experts has the experience and knowledge needed
to make evaluations and decisions fast. Our straightforward
approach lets us close deals in a matter of days, not months.
So why wait for the capital you need? If you are a small-
to mid-sized operator with a project in the $1 million to
$20 million range, contact Patriot Exploration.

Carter Henson: chenson@patriotexploration.com
Jack Bayless: jbayless@patriotexploration.com
Tom McCarroll: tmccarroll@patriotexploration.com
Houston, Texas: 713-353-3997

www.patriotexploration.com

Copyright ® 2007 by Patriot Exploration Co., Inc. All rights reserved.
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As risk goes up, so does the retum that capital providers expect. (Source: Rivington Capital Advisers)

was the first firm to initiate
research coverage on PRB, a
Rocky Mountain-focused E&P
company and pipeline operator. In
December 2006, C.K. Cooper was
approached to assist PRB in
financing an acquisition of a prop-
erty from Anadarko Petroleum
Corp., with the key criterion being
the need to close the acquisition in
about three weeks.

“We quickly assessed the situation
with management and placed a
senior secured debt piece with two
investors within that timeline. We
believe that the acquisition of these
assets dramatically alters the risk
profile of PRB and could very well
serve as a catalyst for future
growth,” Montano says.

The funding allowed for acquisi-
tions of a conventional gas play to
complement PRB’s coal-bed acreage.

Regarding Panther Bayou,
Montano says: “Historically, C.K.
Cooper has not been active with pri-
vate issuers. In October 2005, how-
ever, we were approached by the
management team and simply knew
it was an extraordinary opportunity.
As a result, we took on the project
and introduced the opportunity to
several private equity funds. Again,
we closed the transaction within a
relatively short time period by the

end of February 2007, with a $30-
million total commitment over the
life of the project.”

Year-to-date for 2007, C.K.
Cooper’s transaction volume has
reached more than $80 million. In
2006, it was $378 million. During
the past three years, transaction vol-
umes were $650 million, and they
totaled $827 million for the past five
years. The company was founded in
1981 and has had the oil and gas
industry as a key focus since 1996.

Some small caps with in-house
financing expertise and manage-
ment with a positive reputation in
the investment community, based
on their track record, often at other
firms, can sometimes tap directly
into the capital markets. Companies
without these qualities may need to
go through an advisory firm or
intermediary to get the attention of
a potential capital source. Of
course, the middleman expects
some compensation—generally
about 6%. Many small companies
like the second opinion, filtration
and credibility an advisory firm can
bring to capital sourcing.

Two E&P companies recently
added to the COSCO portfolio
include Calgary-based Action Energy
Inc. and Lafayette, Louisiana-based
Orbit Energy Partners LLC.

COSCO first arranged an equity
financing for Action’s predecessor
in the late 1990s, which facilitated
a successful exploration and devel-
opment buildup and sale in less
than two years. Flush with cash,
management reformed in 2002 to
pursue western Canada shallow
gas opportunities, similar to its
earlier success.

COSCO participated as a com-
mon equity investor in Action’s
first round of financing, then later
participated in a 2005 convertible
note issue and finally arranged
and participated in a 2006 third-
round C$35-million equity issue.
Within a half year of closing, Action
announced a reverse merger agree-
ment with publicly traded Calgary-
based High Plains Energy Inc.,
adding a balance of conventional
heavy oil potential to Action’s
existing shallow gas and conven-
tional oil asset base.

The Orbit project involved $25
million in common equity to fund
exploration and development
drilling in southwest Louisiana.

Among other recent projects,
COSCO secured for Sanchez Oil &
Gas of Houston $50 million in
secured notes from Trust Co. of the
West for exploration and develop-
ment onshore south Texas. Also
during first-half 2006, COSCO
Investments joined Warburg Pincus
in monetizing their respective own-
ership positions in Carneros Energy
Inc., a Bakersfield, California-based
E&P company funded during 2001-
2004..

Rivington Capital Advisors LLC,
headquartered in Denver, has
found a niche in serving as an inter-
mediary between small- and mid-
sized companies and institutional
capital providers. The firm oper-
ates on the premise that the issuer
and investor benefit from the assis-
tance of an intermediary who
understands the needs and goals of
the other party.

“Our corporate finance and capi-
tal advisory activity has flourished
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over the last five years as commodity
prices and capital availability have
driven M&A activity,” says Chris
Wagner, one of Rivington Capital’s
founders. “We expect to see this
level of activity continue to remain
strong as more participants and
additional capital alternatives enter
the energy space.”

Rivington served as the exclusive
financial advisors to Black
Diamond Minerals LLC of Denver,
a start-up privately owned E&P
company. Rivington assisted the
company in receiving an equity
commitment, announced in March,
of $40 million from Natural Gas
Partners, of Irving, Texas. The
funds will be used to acquire pro-
ducing assets in the southwestern
corner of Wyoming in the Green
River Basin. Proceeds from the
equity commitment will also be
used for repayment of debt, devel-

We Bring More thxian Mone

. Mitchell L. Solich,
Senior Managing Director

msolich@sbepartners.com

opment of existing assets, pursuit of
acquisitions and general corporate
purposes. Black Diamond says its
focus will be on adding value
through strategic acquisition and
developing assets primarily in the
Rocky Mountain region and on
shore California.

“Small” is in the eye of the
beholder, but BlueRock Energy
Capital Ltd. (formerly known as
BlackRock Energy Capital Ltd.), a
Houston-based independent oil
and gas finance company, has a
clear idea of what it means. Its
focus is exclusively on financing
deals of $1- to $10 million.
Funding is to independent produc-
ers for U.S. reserve-based acquisi-
tions and monetizations with
associated production enhance-
ment and/or development, says
Cathy Sliva, founding partner of
BlueRock.

“BlueRock’s investment struc-
ture is a non-recourse financial
production payment via a limited
term overriding royalty. This sim-
ple structure results in minimal
documentation, closings generally
in less than 30 days, and nominal
closing costs. No third-party engi-
neering report is required as all
technical analysis is performed by
the partners of BlueRock,” says
Dave Stevens, also a founding
partner.

The ideal customer will have an
established track record, regional
expertise, operational excellence
and a definitive development plan.
BlueRock is looking to create long-
term relationships with a growing
producing company, Sliva says.
Several of its customers have been
growing with them through multi-
ple transactions during many
years, she adds. e

$
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to be your partner.

: SB Energy Partners is a private equity

" partnership formed to invest in the North
American oil and gas industry. SBE is prepared
to fund investments ranging up to $100MM or more.

With an in-house team of investment and technical
professionals and four Partners with more than 100 years
of combined oil and gas experience; we would like

SB ENERGY PARTNERS

1225 17th Street, Suite 2575
Denver, Colorado 80202
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Managing Director
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MEZZANINE CAPITAL

The Ins and Outs
of Mezzanine

The key to a successful mezzanine experi-
ence is to strike a balance between financial
and operating leverage.

By Timothy H. Murray, Guggenheim Partners

il and gas companies have enjoyed golden
Otimes since the industry down cycle in the late

1990s as commodity prices have been on a sus-
tained march to historically high levels. Drilling activity
is at a pace not seen in 20 years, despite high oilfield
service costs and some pundits’ opinions of degrading
drilling prospect quality.

Technological advances have improved exploration
success, reduced drilling time and enhanced production
rates with new frac treatments.

Adding to these good times is the fact that capital has
never been more plentiful. It is so readily available it is
sometimes used to rationalize a marginal prospect with
high finding and development costs. Understanding
what type of capital to employ and how to access it is a
critical determinant in any company’s success.

The oil and gas industry is in favor again with the
capital markets. For firms with sufficient reserve size,
management experience and stomach for the rigors of
Sarbanes-Oxley, raising public capital can be an attrac-
tive alternative.

But there is also a historically high number of private
equity firms devoted to the industry. The mezzanine
universe has thus expanded since the meltdown of a
few years ago—the mezzanine ranks have swelled to 19
providers from just three or four in 20071.

Commercial banks are becoming more aggressive in
their lending standards to maintain and grow their port-
folios in the face of new entrants competing for loans.
Institutions are issuing term “B” loans and second-lien
loans, displacing a significant amount of senior bank
debt. With all the capital choices available, a strong
case can be made for mezzanine capital to finance
growth of small-cap public and middle-market private
companies.

Mezzanine debt has many forms, but usually is
defined by a more aggressive advance rate against
proved reserves than senior bank debt. It often includes

some form of equity participation (kicker) to balance
the risk-reward equation. Mezzanine debt historically
has been used to finance acquisitions and development,
but it also finances super dividends and bridges to an
asset sale or public offering.

Compared with senior bank debt, mezzanine debt
can help accelerate development projects since the tra-
ditional bank-borrowing base constraints don’t apply.
This is a significant advantage in times of tight rig sup-
ply, to enable a development to proceed without the
potential interruption of a borrowing base redetermina-
tion at the bank’s discretion. Compared with private
equity, mezzanine debt is less expensive from the
standpoint that management retains a larger equity
share in its company.

A mezzanine debt structure is often fairly restrictive
while outstanding, but once repaid or re-margined, it
does not involve management control as a private equity
fund would command.

KEYS TO SUCCESS

During the past few years, billions of dollars of second
lien loans have been issued in the oil and gas industry.
This is remarkable growth for this type of financing,
which was rarely employed before 2000. Few second
lien loans have defaulted in this robust industry envi-
ronment, so time will tell whether second lien structures
ultimately prove to be the panacea the industry views
them today.

With the growth in second lien loans, a vigorous syn-
dication market has developed that enhances liquidity
and pricing of these loans. Typically, a second lien loan
must approach $100 million or more to attract the
lower pricing spreads and lighter covenant packages
afforded by institutional investors.

For smaller mezzanine or second lien loans, syndica-
tion may be more challenging because of the unique
nature of the funding mechanism and highly negotiated
inter-creditor issues with the senior lenders.

The key to a successful mezzanine experience is to
strike a balance between financial and operating lever-
age. High financial leverage should be matched with
low operating leverage.

Low operating leverage might include these charac-
teristics: a high proved developed producing (PDP)
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To navigate the maze that businesses
face every day, you need a flexible,
committed capital
partner who understands the ups and
downs of the energy industry.

As a private equity provider who
has been through the cycles, Energy
Spectrum Capital combines
the right management team with the
right opportunities to buy, build and
develop energy assets.

Let us put our strengths to work for you.

ENERGY SPECTRUM CAPITAL

For additional information, visit us at:
www.energyspectrum.com
or call us at: (214) 987-6100
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SUCCESS

For over 30 years, Western Nafional Bank

has quietly built a reputation as a leader in

| energy lending. What's one of our secrets?

" Ahighly trained staff of in-house engineers

' who work closely with our energy lenders to
process your loan requests quickly ond efficiently.

And at a considerable cost savings to you.

In addition to engineers with hands-on oilfield
experience, we have the lending capacity fo meet the
needs of virtually any company—for both present and
future borrowing needs. Contact our Energy Depariment

foday, and let us help engineer your company for success.

Acquisition financing

Development & drilling projects
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CAPWEST RESOURCES, INC.

CapWest understands the unique capital demands of the independent producer.

At CapWest, we provide flexible project financing and capital
advisory services to small and medium sized independent oil and
gas companies. We realize that smaller producers can develop
and enhance oil and gas properties more efficiently and with
lower costs.

CapWest can provide the capital needed for your company to
grow. Our in-house engineering department can save you both

time and money.

And, because CapWest is locally owned and operated, requests
are responded to quickly by people you know and trust.

To find out more about how CapWest can help your company
grow and succeed, contact Mark McKinney, (432) 617-1310.

CAPWEST RESOURCES, INC.




MEZZANINE CAPITAL

component, well-defined drilling tar-
gets, long and predictable decline
rates, low operating cost, operator
control of the pace of development
and diverse wellbore value.

Characteristics that may be inap-
propriate in a mezzanine loan rela-
tionship include concentrated well-
bore value, long lead-time develop-
ments (waterfloods, enhanced oil
recovery projects and offshore) and
exploratory plays. Because of the
high interest coupon of a mezzanine
loan, it is generally not desirable to
use such financing in any situation
where the return of capital is
achieved during an extended period
of time.

With high reserves/production
profiles, the predictability of returns
is overwhelmed by interest com-
pounding—resulting in unattractive
internal rates of returns (IRRs) for
the mezzanine lender.

High advance rates relative to
banks are advantageous in financing
acquisitions. It is imperative to close
any mezzanine acquisition financing
with some working capital or free

cash flow available to enhance
reserve value. A successful strategy
should be to improve the post-acqui-
sition reserve value so the relatively
expensive mezzanine debt can be
refinanced with less expensive bank
debt or the gain in value can be cap-
tured in a subsequent asset sale.

MARKET OUTLOOK
Industry M&A activity has been run-
ning overtime and is expected to con-
tinue. Development economics have
never been more attractive, and drilling
activity is constrained only by rig and
manpower availability. The industry
consolidation during the past few years
has provided a steady supply of experi-
enced management teams looking to
start new companies. Technology has
empowered these new teams to com-
pete effectively with the drillbit.
Availability of capital has fueled
these teams in acquiring prospects
and producing assets. In most cases,
these start-ups, or re-starts, have
been capitalized with private equity.
However, well-proven management
teams with a deal in hand have

Choosing A Mezzanine Lender

The ideal mezzanine lender should have these charac-

teristics to offer clients:

e Industry expertise and sophisticated financial

often been bootstrapped with mez-
zanine capital.

Mezzanine lenders have proliferated
since the meltdown in 2001-2002.
Institutions are drawn to the mezza-
nine space because it offers private
equity-type returns on capital secured
with collateral and governed by debt
covenants. For larger loans, the lig-
uidity of the syndicated second lien
loan market is another favorable fac-
tor attracting institutions.

Expectations are that mezzanine
firms will continue to compete
aggressively against both ends of the
capital spectrum: private equity and
bank debt. Mezzanine firms will
attempt to seduce private equity
prospects with comparable capital
amounts, lower equity dilution and
less management control. Bank
prospects will be pitched the
promise of more capital, fewer
covenants and more responsive deal
structures.

The lessons from the mezzanine
meltdown in 2001-2002 are fresh,
and we may relive some of them.

Merchant energy firms’ (Enron,

lender who can deliver the senior and mezza-

nine/second-lien credit facility in one package

is more desirable than trying to marry two sep-

capability—With development drilling projects,
industry expertise is invaluable to understanding
and appreciating the challenges of building
reserves through the drillbit.

An efficient approval process—This is paramount
in development financings, where results may
vary from the expected, and decisions must be
made quickly to react to the new data.
Substantial financial-structuring experience—
This shows the institution is comfortable with a
high degree of leverage. Lender creativity is
important, considering every development is

arate lenders in one transaction. With one
institution controlling the entire financing, the
inter-creditor and governance issues are simpli-
fied and decisions can be expedited. In cases
where a mezzanine firm elects to syndicate the
more secure, less expensive first lien portion of
the financing package, the firm may seek to
control the senior borrowing base or at least
have an option to refinance the senior lender in
the event of default.

This arrangement assures the mezzanine lender
some degree of control, while building in flexibility

fairly unique.

® Enough capital—The lender needs sufficient
capital to carry the development program to
maturity without requiring a syndication of the

exposure.

e The proverbial one-stop shop—A mezzanine

for seamless refinancing once the senior borrowing

base increases to the point the mezzanine debt can
be comfortably refinanced. In this senior/sub or
first/second arrangement, the mezzanine debt is

viewed as transitional capital that ultimately should

be refinanced with less expensive debt. ®
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MEZZANINE CAPITAL

Funding Choices

MEZZANINE DEBT COMMERCIAL BANK DEBT

undeveloped reserves (PUDs)

nonrecourse to company

or no financial covenants

Advancing term loans

Hedging required

High advance rates against PDP, often all proved

Advances against authorization for expenditures
during development, borrowing base control also

First or second lien on development,
Asset coverage/production tail test but few

Fees upfront and prepayment fees, plus an
equity kicker (override or net profit interests)

Fixed interest spread, 100 to 300 bp over bank
debt (liquidity discount for large deals)

First lien on collateral, recourse to company

Minimal fees

Revolver and term loan

Monthly cash flow sweep to amortize loan

Hedging optional

Conservative advance rates against mostly PDP, some
proved developed non-producing & PUDs (20%-30%)

Borrowing base controls advances

Covenants such as interest coverage, maximum debt/earnings
before interest, tax, depreciation and amortization ratio

Pricing grid based on usage

Source: Guggenheim Partners

Duke, Mirant, Aquila) capital was
constrained for reasons unrelated to
the energy capital business. Amaranth
is the best example of a successful
energy capital practice derailed
because of capital destruction within
its trading portfolio. Are other hedge
funds susceptible to a similar fate?
Mezzanine finance was not a core
business to E&P industry players
that created, then disbanded, their
mezzanine units (Shell, J.M. Huber,
Williams, Koch, Range Resources).
Non-financial institutions historically
have struggled with the capital allo-
cation decisions between their core
business and finance subsidiaries.
GE Capital may be considered an
exception, although the argument
could be made it is a financial insti-
tution. Many companies discover the
finance world is competitive, and
returns can be unattractive, especial-
ly if any loan losses are sustained.
Permanent mezzanine capital is a
myth. Mezzanine capital is expen-
sive and stretches the prudent lend-
ing envelope. Mezzanine loans
should build value that provides a
refinancing or sale opportunity.
Mezzanine firms that measure success

by the size of their portfolios, rather
than their IRRs, are doomed to
repeat this mistake.

Basic lending mistakes were
made: projects were financed
instead of people; documentation
was poorly structured; concentra-
tion risk was ignored; inadequate
technical due diligence was per-
formed; and aggressive advance
rates were committed with no equity
at risk.

These mistakes are still being
made today: witness the significant
second-lien term loan underwritten
on 3P reserves for a company with
a two-year history of 1P reserve
write-downs. Engineering reports
are accepted by some institutions at
face value. Entrepreneurs with no
appreciable industry experience are
garnering highly leveraged capital
commitments with no equity at risk.

Capital availability has always
lagged the cycles in the E&P sector.
What has changed during the past
10 years has been the maturation
of the commodity hedging market.
Price volatility now can almost
completely be factored out of the
risk equation. Prior to this, lenders

suffered large losses through the
commodity cycles, which discour-
aged new entrants and moderated
the aggressive stance of existing
lenders. With hedging protection
afforded all lenders, perhaps this
boom-bust cycle won’t repeat.
Competition will focus on other
differentiating factors such as
price, advance rates or covenant
structures.

The current high commodity price
environment is analogous to the “ris-
ing tide that lifts all boats.” It is
important to keep in mind, however,
that “it is only when the tide goes
out, that you discover who has been
swimming naked,” as famed investor
Warren Buffett has said. The moral
of the story is this: insure against
price volatility with commodity
hedges, and you’ll be around to ride
the next wave. ®

Tim Murray is managing director
at Guggenheim Partners in Houston,
which provides senior and subordi-
nated debt, mezzanine debt, equity
and project finance, and hedging ser-
vices. He may be reached at (713)
300-1330.
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MLPs: The Right Structure
for the Right Time

There are several advantages to placing
long-life reserves in a master limited
partnership.

By Leslie Haines, Editor-in-Chief, 0if and Gas Investor

carved out mature producing assets and focused

them to form a public investment vehicle through
the master limited partnership (MLP) or limited liability
company (LLC) format. More such companies have
filed to go public or are preparing to do so later in
2007. There is talk that the first MLP made up solely of
offshore assets might consider a debut this year.

What’s the allure? For retail investors, and increas-
ingly for institutional ones as well, these partnerships
offer stability: they are underpinned by low-risk, long-
life reserves that throw off cash via distributions for
many years in a tax-deferred yield investment. For the
oil and gas producer, they offer another way to mone-
tize some proved developed producing (PDP) assets
instead of selling them to a buyer, using a traditional C
Corp initial public offering or pursuing a volumetric
production payment.

“These public structures are a new way for PDPs to
shine. It’s a way to monetize lower-return PDPs and
redeploy the capital into acquisitions for further
growth,” says Jay Chernosky, managing director of
Wachovia Securities in Houston. The investment bank-
ing firm has led one and co-managed four of the six
structures so far to have gone public.

He says the bank tells C Corp clients trying to grow
that their PDPs could be considered dead weight unless
they eventually can unlock additional value, that is, be
sold to an MLP—or used to form one’s own new MLP.
In either case, the E&P company ends up having a
much better profile for investors looking for a growth
vehicle in the commodity space.

“PDPs are the result of your growth and success up to
this point. We tell people to recycle that capital into
higher-growth and higher return projects,” he says.

This form of monetization allows a company to keep
control of its assets and retain its employees, as
opposed to an outright sale.

Since January 2006, half a dozen E&P firms have

Why now?

“Our thesis for why there is a lot of demand for yield
securities is due to the graying of our society. As people
approach retirement, they want this type of investment,”
Chernosky says. “These are the right structures for the
right times. An MLP gives you a tax-deferred yield and
in addition, these newly public ones have appreciated
nicely. So far, investors have earned consistent double-
digit returns.”

On average, the six MLPs that went public from
January 2006 to January 2007 have appreciated 55%,
with even the “worst” performer still rising a generous
22% after its IPO.

“With these kinds of returns, institutions want to see
more of these get done. With each offering, we’'ve seen
new investors coming in,” he says.

Chernosky says there is such a large pool of mature
assets available in the Lower 48 that this should be a
good business model that will work for the long term.

It’s a model that’s improved with age. The MLPs of
old, once so popular in the 1980s until they failed for
various reasons, were different from the new models.
Today’s offerings have much longer reserve-to-produc-
tion ratios (R/P) and need a minimal amount of capital
to replace production or keep their decline curves fairly
flat, through low-risk development drilling. And finally,
and this is one of the biggest factors, today’s MLPs can
hedge commodity price risk.

“Back then, many of the MLPs were really roll-ups of
a number of old drilling partnerships, some that were
failing or had shorter R/Ps, and they included a variety
of assets, not just those with long R/Ps and low-risk
drilling,” Chernosky says.

Today’s MLPs typically buy long-life oil and gas
assets and can pay with a lower cost of capital than a
traditional E&P company buyer. All have grown since
their IPOs through additional acquisitions.

Experts say some 15% to 25% of total cash flow
might be reinvested to maintain production, with the
remainder paid to unitholders in quarterly distributions.
Acquisitions remain the primary growth drivers. An
MLP typically will issue debt to make a purchase, and
then return to the equity markets to reload.

Houston-based Linn Energy LLCs, however, recently
went back to institutions for a private equity placement
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CORPORATE SUMMARY:

OSCO Capital Management LLC
over the past fifteen years has
become the leading financial

advisor and placement agent for small
and mid-cap private energy companies in
the US and Canada. Through its affiliate,
Private Energy Securities, Inc. (member
NASD, SIPC), since 2000, alone, COSCO
has arranged private placements of over
$1 billion of primarily private equity and
mezzanine debt, usually to energy
focused closed-end funds (see below for
recent representative private placements).

COSCO CAPITAL MANAGEMENT LLC

COSCO is far more than a placement
agent, however. Because its personnel
almost all came first from the oil and gas
industry, before establishing careers in
proprietary investing and finance, they
understand intimately, are accepted in, and
can bridge both worlds. As a consequence
of this pedigree and having invested in
several tens, and seen thousands, of
business plans and proposals, COSCO
often can understand even better than its
clients what constitutes their particular
strengths and competitive advantages.
It can help clients refine investment
strategies and improve presentations,
effect mergers, acquisitions, or sales, and
arrange secondary placements. Reflecting
its confidence in its ability to select
outstanding management teams, COSCO
invests in every private equity mandate it
sponsors and often continues post closing
as an advisor or director to assist its
portfolio companies to execute or amend
their investment strategies.

Also as testimony to its unique position
among financial intermediaries, since its
inception in January 1992, COSCO
has assisted many of the established
professional energy investors, themselves,

COSCO managing directors Lane W. McKay, left,
William E. Weidner, middle, and Cameron 0. Smith, right.

particularly in the East, to develop new
investment strategies or manage existing
or pending energy investments and
divestitures. Since 2000, as an example, it
has assisted buy-side clients to purchase
or sell approximately $400MM of
portfolio companies or assets.

In January 2007, COSCO significantly
expanded the services it can offer its
energy clients by participating in the
formation of Strategic Energy Research
and Capital, LLC, which focuses on trading
in, and financings for, public energy
companies, as well as providing research
and targeted investor relations services.

$500+ Million in Energy Mandates Since January, 2005, Alone.

December 2006

Sanchez
Oil & Gas Corparation

(Houston TX)

$50,000,000
Secured Notes

June 2006 April 2006 February 2006 June-Nov. 2005
TN
Undisclosed [|ACTION ENERGY ./0 NnerFou
LB, E&P Company | | T1RE [onerous
(Lafayette LA) (Calgary AB) (Calgary AB) (Calgary AB)
$25,000,000 $26,375,068 (C) $35,278,873 (C) $52,077,000 (C)

Line of Equity

Line of Equity

Line of Equity

Principally a Line of Equity

TCW Undisclosed Jog Capital Inc, Quantum Energy Partners, The Huff Alternative
BlackRock, Inc., et al et al Fund, L.P. & Others
October 2005 October 2005 June 2005 May 2005 May 2005
SLEEPING GIANT LLC CQI@NAD TENRGYS GENESIS =
| RESOURCES LLC Gas & O LLe inc.
(Traverse City MI) (Tulsa OK) (Jackson MS) (Kansas City MO) (Calgary AB)
$91,600,000 $80,800,000 $72,199,908 $70,700,000 $17,800,000 (C)
Sale of Company Line of Equity Volumelgric Protduction Line of Equity Line of Equity
aymen!
Enerplus Resources Greenhill Capital Partners, LLC, AIG Financial Products Greenhill Capital Partners, LLC Greenhill Capital
Fund & Lime Rock Partners Corp. & Citigroup Investments Inc. Partners, LLC

“Promoting Sound, Sustainable, and Profitable Relationships Between the Financial and Operational Segments of the Energy Business
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COSCO PERSONNEL:

Unlike its peers, before joining it, most of
COSCO’s personnel first enjoyed careers
within the energy business.

Prior to founding COSCO in 1992 and
working with Odyssey Partners LP for its
first four years, Cameron Smith, COSCO’s
Senior Managing Director, was employed
as a geologist and then ran various E&P
companies in the U.S. and Canada for
over 15 years. Bill Weidner, another
Managing Director, also worked as a
geologist in the industry for four years, then
for a commercial bank for a year, finally
with RIMCO, a mezzanine lender, for
eight years, before joining COSCO.

Lane McKay, COSCO’s third managing
director and President of COSCO Canada,
worked in risk management for eight
years, presiding over 30+ M&A transac-
tions in a three-year period, on his way to
building, taking public, and selling what is
now the third largest property and casualty
brokerage company in Canada.

In addition to its own members, COSCO
has built a strong network of Colleagues,
who are under contract to assist it to
source and investigate new investment
opportunities. COSCO’s current Colleagues
are based in Oklahoma City, Tulsa,
Dallas, Houston, Denver, Calgary, London,
Sydney, and Caracas.

COSCO SERVICES:

Capital Formation. COSCO’s strength is
in discerning energy company manage-
ments worthy of equity financing, whether
public or private, and projects suitable for
mezzanine debt. This reflects the technical
and industry training of its personnel. The
COSCO Value Process™ begins with a
frank assessment of a client’s manage-
ment and the company’s competitive
position and value in the marketplace. If

From left to right: COSCO’s Scott Kessey, Lane McKay, Bill Weidner, Cameron Smith, Warren Shimmerlik,
and SERC’s Mark Kellstrom.

a financing appears feasible, COSCO
then assists clients to prepare necessary
descriptive documents and marketing
materials, arrange meetings with likely
financing candidates, negotiate agreements,
and close on terms fair to all stakeholders.

Advisory. COSCO provides financial,
investment/divestiture, and general busi-
ness advice to both industry and investors,
alike. For investors, services include
consultation on investment strategies and
execution, specific due diligence, and
peer ranking. For private and public
energy companies, COSCO provides
sound business and financial advice
designed to focus managements on their
own competitive advantages, business
opportunities, and financing potential.
COSCQO’s advisory role often extends well
into the execution stage, post financing.

Mergers & Acquisitions/Divestitures,
Secondary Placements. Because its
personnel and Colleagues are located in
almost all of the principal energy centers
around the world, COSCO is well
positioned to match industry clients with
acquisition, divestiture, or merger candi-
dates. Also, because COSCO has close
working relationships with a vast majority

of the professional energy investors in the
U.S. and Canada, it is particularly adept
in arranging secondary placements of
public and private energy securities, as
well as entire energy portfolios.

Principal Investing. COSCO -currently
participates in up to ten percent of each
private placement equity financing it
leads. It now has a portfolio of 19 such
investments, having to date monetized
seven, on which in aggregate it has real-
ized greater than a 5:1 ROI and 30% IRR.

Education. From the outset, COSCO has
worked diligently to educate the energy
industry about Private Capital. In 1997, it
founded the Private Capital for Energy
Forum™, which it has hosted seventeen
times in New York, Calgary, and Houston.
Over seventy-five Private Capital Sources™
and another sixty Private Capital
Beneficiaries™ have now made presenta-
tions at these Forums, some many times.
In early 2005, COSCO also began
publishing the COSCO Private Capital
Energy Index Report™, which twice each
year tracks the investing activities of the
COSCO Private Energy Index™, a repre-
sentative cross-section of the Private
Capital community focused on Energy.

For COSCO INFORMATION, PLEASE CONTACT:

Managing Director Simsbury CT
Lane W. McKay
Managing Director Calgary AB
T. Prescott Kessey
C O S C @ Principal Houston TX
Warren M. Shimmerlik
CAPITAL MANAGEMENT LLC  Principal New York NY ~ 212-247-5200

WWWw.Coscocap.com

Cameron O. Smith
Senior Managing Director

William E. Weidner

For SERC INFORMATION, PLEASE CONTACT:

Mark W. Kellstrom

www.StrategicEnergyResearch.com  Summit NJ

New York NY  212-889-0206

860-658-6700

403-237-9462

713-654-8080

908-918-0900

cos @coscocap.com
wew @coscocap.com
Iwm @coscocap.com
tpk @coscocap.com

wms @coscocap.com

kellstrom @ StrategicEnergyResearch.com
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of $360 million, as well as increas-
ing its borrowing base, to fund two
acquisitions. The public offerings of
MLPs are usually about 70% aimed
at retail investors.

CARVE-OUT OR VPP?

When should an E&P company that
manages long-lived reserves consider
creating an MLP, rather than selling
forward a defined amount of
reserves through a volumetric pro-
duction payment, or just selling all
the reserves outright? Either way it
is monetizing the value of its assets.

It depends on the character of the
reserves, Chernosky says.

In a VPP, the company sells a
defined volume of reserves during a
set period of time and retains all of the
upside above the volume sold. It has
the option of all the remaining upside.

If a C Corp. forms an MLP, it sells
the reserves (primarily PDP and
other proved reserves) in total. But
it may still retain upside through an
incentive distribution right. EV
Energy Partners, for example, has
created an IDR structure of up to
25%. As the MLP grows its distribu-
tions, the “parent” C Corp. gets a
disproportionate share of the incre-
mental cash distribution.

Long-life PDPs are generally not as
attractive to a C Corp. as to an MLP.

“A C Corp. trades on a cash flow
multiple of five to seven times while
MLPs trade at a multiple of 10 to 12
times. It’s a lot easier if you've trading
at 10 times to buy something on an
accretive basis. To buy an asset and
be accretive, you've got to buy it at a
multiple less than the multiple where
you're trading,” Chernosky explains.
“The higher the multiple, the lower
the cost of capital and the more com-
petitive edge it has as a buyer.”

Following are profiles of the two
latest partnerships to go public as of
press time.

LEGACY RESERVES LP

The most recent MLP to be listed
was Legacy Resources LP in
Midland, Texas, which debuted in

February 2007 by raising $131 mil-
lion through the sale of 7 million
units. It was founded in October
2005 and in March 2006, complet-
ed a 144A offering of $85 million.

It is the only oil-weighted MLP
focused on the Permian Basin—an
area ripe for such a corporate struc-
ture since it has so many long-life
reserves. Management thinks it is
on the front end of a wave of con-
solidation to come in the Permian,
its backyard, where most of man-
agement has spent its careers.
Many of the assets in the basin are
owned by families with no clear
succession plans.

Legacy’s assets as of the [IPO—19
million barrels of oil equivalent
proved—had been accumulated in
this fashion by the principals of two
family companies, the Browns and
the McGraws, who contributed
properties to the new firm. Cary
Brown is chairman and CEO and
Steve Pruett is president.

“About 36% of the basin is operat-
ed by the top five companies, but
some 1,700 other operators handle

the rest. That opens up tremendous
opportunities,” says Pruett.

Legacy has designs on other
basins as well. It recently agreed to
acquire 4 million BOE of oil and gas
producing properties from Nielson
& Associates Inc. for an aggregate
purchase price of $45 million. That
was to be paid $30 million in cash
with the remainder by issuing
611,247 Legacy units at closing.
The properties are in the East Binger
(Marchand) Unit in Caddo County,
Oklahoma.

“The East Binger Unit is an excel-
lent fit with our existing asset port-
folio and the experience and skill set
of our management,” Brown said in
a written statement.

The company operates about 70%
of the 2,000 wells in which it has an
interest.

ATLAS ENERGY RESOURCES LLC
This Appalachian basin-focused firm
went public in December 2006 at
the top of its estimated range, or at
$21 per unit. It was over-subscribed
and raised $134 million.

Recent MLP Acquisition Activity

Date Buyer $ Paid $/BOE %PUD
0372007  Constellation Energy Partners 115 14.09 NA
0372007  EV Energy Partners 96 8.94 99
02/2007  Exco Resources Inc.* 860 2.15 72
01/2007  Encore Acquisition Co. * 410 17.17 81
01/2007  BreitBurn Energy Partners 29 14.50 NA
01/2007  Encore Acquisition Co.* 400 17.30 90
01/2007  EV Energy Partners 72 7.67 89
12/2006 Exco Resources Inc. * 1,600 20.58 96
12/2006 Linn Energy LLC 39 9.36 NA
12/2006 Linn Energy LLC 415 7.55 50
11/2006 EV Energy Partners 28 11.88 NA
07/2006 Linn Energy LLC 125 13.76 43
07/2006 Linn Energy LLC 291 9.30 88
Average $345 $13.49 79

* E&P companies that have announced they intend to form an MLP.  Source: Tristone Capital and John S. Herold data
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Structural Comparisons

TRAIT MLP LLC C CORP
Non-taxable Yes Yes No
Tax shield on

Distributions Yes Yes No
General Partner Yes None None
Incentive distribution

Right Yes None None
Voting rights No Yes Yes
Percent of units

Subordinated 4.0%-50% None None
Early Conversion Option Yes No No

Source: Legacy Reserves LP

Investors liked its stated R/P ratio
of 18 years, “but we have a portfo-
lio of all types of wells, and we
have some that will produce 30 to
50 years,” says Rich Weber, presi-
dent of the Pittsburgh-based LLC,
which was carved out of and is still
80% owned by Atlas America Inc.
“And unlike some other MLPs, we
have the ability to grow organically
as we are the most active driller in
the Appalachian Basin—we’ll drill
close to 900 wells this year.”

Indeed, the company has been
one of the largest syndicators of
retail oil and gas partnerships to
tund drilling for 35 years. In 2005,
it raised $150 million in this way; in
2006, it raised $218 million. It has
established relationships with about
100 broker-dealers that sell tax-
advantaged investments such as
drilling programs to high-net-worth
individuals.

Nearly a third of its income is
derived from fees for managing
those partnerships, with the rest
from oil and gas production, which
increased 18% last year. It operates
about 6,600 wells in the basin.

With such a track record, why go
public in an MLP?

“We chose this format because we
produce strong cash flow. As a ‘flow

through’ entity, we are able to pro-
vide our investors with a growing
quarterly distribution that is tax
deferred. We think yield-oriented
investors appreciate this structure
and, as a result, we get a better valu-
ation in the market,” says Weber.

The quality of its cash flow and
margins are enhanced by recurring
fees to manage the partnerships as
well as to drill and operate the
wells, regardless of what commodity
prices do to the cash flow stream
from actual production.

Atlas typically provides 28% of the
capital in its drilling programs,
investing alongside the other part-
ners, and also receives a 7% carried
interest, to complement its returns
from oil and gas production. The
partnerships also reimburse it for

MONETIZING ASSETS

certain lease expenses.

Atlas has about 600,000 gross
acres under lease and 325,000 unde-
veloped, the bulk in Pennsylvania,
Ohio and New York, with some in
Tennessee. Its most active drilling
areas are in southwest Pennsylvania’s
Upper Devonian sands and in the
northern part of the Keystone
State, in the Clinton and Medina
formations.

In western Pennsylvania and into
Ohio, the company is pursuing an
emerging shale, the Marcellus,
where it is still aggressively leasing,
says Weber.

“We're pleased with the results so
far. We have completed three wells
and plan to drill more. It’s way too
early to declare victory, but if this
works, it has the potential to truly
change this basin,” he says.

Despite a traditionally heavy
drilling schedule (at press time it
had 27 rigs running), Atlas will, like
its MLP peers, pursue acquisitions,
creating arbitrage between what the
market is paying for its public units
and what it can pay for producing
assets.

“When we see an opportunity to
create value for our unit holders, we
will be aggressive,” Weber vows.

The IPO of the assets assembled
to form the MLP gives it currency to
make those deals happen.

“If we were to go back to the capi-
tal markets, it would likely be for an
acquisition. But we don’t need an
acquisition to grow this entity—
that’s a marked contrast to the other
MLPs,” Weber concludes.

Despite a traditionally heavy drilling schedule
(at press time it had 2/ rigs running), Atlas will,
like its MLP peers, pursue acquisitions, creating

arbitrage between what the market is paying

for its public units and what it can
pay for producing assets.
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“Guggenheim has provided Greystone Drilling

with the growth capital necessary to succeed in the SR T
contract drilling industry. In addition to capital, } ;’g‘, :
Guggenheim brought energy finance expertise and e
strategic support in establishing itself as a premier =
capital partner for Greystone.”

Joe Bridges and Michael Geffert
Greystone Drilling, LP
Greystone Oil & Gas, LLP

Guggenheim Partners® provides clients in a

wide range of industries with responsive solu-
tions to their capital requirements. We provide
expertise in Senior Debt, Subordinated Debr,
Mezzanine Debt, Project Finance, Equity and
Commodity / Interest Rate Hedging.

In the Energy sector, Guggenheim Partners

has closed more than 25 senior debt, mezzanine

and equity investments representing in excess
of $2 billion. Our involvement is primarily
focused on companies who engage in: explo-
ration and production; natural gas gathering,
processing and transmission; petmchemicals;
refining; oilfield services and equipment

manufacturing; and alternative energy.

Greystone Rig #201

Todd Boehly 135 East 57th Street Tim Murray 1301 McKinney

Managing Partner New York, NY 10022 Managing Director Houston, TX 77010
(212) 651-9450 — main (713) 300-1330 — main
(212) 644-8107 — fax (713) 300-1339 — fax

Guggenheim Partners, LLC | energy@guggenheimpartners.com




DEBT ALTERNATIVES

Term B Loans

During the past three years, energy compa-
nies have increasingly turned to the term B
loan market as a more attractive alternative
to raise capital. Institutional investors also
like term Bs.

By Ellen Chang, Contributing Editor

ne E&P company that has paved the way for
Oentering the term B loan market is ATP Oil &

Gas Corp., the Houston oil and natural gas
producer with properties in the Gulf of Mexico and the
North Sea.

Chief financial officer Al Reese Jr. says ATP was one of
the first energy companies to take advantage of the more
flexible structure and maturities of term B loans that con-
ventional bank loans or mezzanine debt could not provide.

ATP began tapping into the term B loan market in
March 2004 with a $150-million senior secured first-
lien loan and a $35-million senior secured second-lien
term loan, both arranged by Credit Suisse Securities
USA LLC. The company was paying the London inter-
bank offered rate (LIBOR) plus 8.5% on the first lien
and LIBOR plus 10% on the second lien.

By September 2004, ATP had increased to $185 mil-
lion its senior secured first-lien term loan along with its
$35-million senior secured second-lien term loan from
Credit Suisse.

Reese said $100 million of the proceeds were used to
repay ATP’s previous debt, and the remainder was used
for development drilling.

“Term B loans typically provide terms unique to the
borrower,” Reese says. “The loans provide greater flexi-
bility, which was critical for ATP. Most bank loans
require stricter covenants on collateral and limitations
on how much E&P companies can borrow against their
undeveloped reserves. ATP’s business model is to
acquire undeveloped reserves and take those reserves to
development and production. The term B market pro-
vided us the capital for our business model.”

Prior to 2004, Reese said energy companies often
were limited in their borrowing options. Small and mid-
cap energy companies could obtain bank debt, dilute
their common stock through an equity issuance or par-
take in the mezzanine debt market.

“It just didn’t work, we were constantly in need of
capital,” he says.

Term B loans are attractive to ATP, Reese says,
because they are a good financing option for companies
“looking for secured lending with better terms. It’s a
great market. It’s a market that truly came about
because of a need.”

Since ATP’s financial plan focuses on bringing proved
undeveloped reserves (PUDs) to production, traditional
bank loans did not give the firm credit for its undevel-
oped reserves, Reese explains. The company reported a
98% success rate of converting undeveloped reserves to
developed and producing reserves. These loans
embraced ATP’s business plan and asset base.

“Term B loans offered us the ability to tap into the
market differently,” Reese says. “The loans had very few
covenants on the undeveloped component. That’s what
made it so attractive to us. Every term loan will have a
feature that is unique to the borrower.”

ATP has continued to take advantage of the flexibility
of term B loans. In 2005, the company obtained a
$350-million senior secured first-lien term loan, repaid
all of its previously outstanding term B loans and added
a $175-million, non-convertible perpetual preferred
stock offering.

Last March, the energy firm added a $150-million
non-convertible perpetual preferred stock offering to its
existing preferred issue and in June obtained a $525-
million senior secured first-lien term loan. In
November, ATP obtained a $900-million senior secured
first-lien term loan and a $175-million senior secured
second-lien term loan with Credit Suisse, and
redeemed all of its outstanding preferred shares and
term B loans. As the term B loan market has
matured, the market also has become more favorable
to borrowers. ATP obtained the $900-million first-
lien loan at LIBOR plus 3.5%.

Just three years ago, obtaining a $1.075-billion
loan for ATP would have been “unthinkable,” Reese
says. The company would have been capped at
receiving a $185-million term loan and think the
amount was a “great deal,” or be faced with only
obtaining $110 million from a more traditional bank
loan, he says.

In March 2007, ATP paid down its $175-million sec-
ond lien obtained in 2006.

Reese says the term B loan market has grown
immensely.

“As time has grown, the market has become more
sophisticated,” he says. “I don’t see an upper limit to it.”

Reese says another advantage of term B loans is they

www.oilandgasinvestor.com ¢ May 2007

41



DEBT ALTERNATIVES

Phase Il development is in progress at ATP's Mississippi Canyon 71 |. (Photo courtesy of ATP Oil & Gas Corp.)

are not rated by agencies such as
Standard and Poor’s or Moody’s.
The loans also are not registered and
are only traded on the private mar-
ket, unlike high-yield debt instru-
ments that are registered and traded.

EXPONENTIAL GROWTH

Tim Perry, a Houston-based manag-
ing director and head of E&P efforts
in North America for Credit Suisse,
says the growth in companies using
term B loans has been exponential.

These loans “really transformed”
ATP because they gave the oil and
gas company leverage to expand its
production, Perry says.

The loans are attractive to the bor-
rower because they are callable
immediately at par or only a slight
premium to par. On the other side
of the coin, lenders like the loans
because they are secured and typi-
cally have maintenance financial
covenants.

Energy companies tend to like
these loans because they give the
companies the ability to acquire
assets, increase capital for drilling
and not be saddled with a huge
call premium if the company
desires to refinance the debt, says
Jim Finch, managing director and
co-head of U.S. syndicated loans
with Credit Suisse.

“The loans are more flexible for
managing a company’s capital struc-
ture,” he says.

ATP has been one of the largest
issuers of these loans since 2004
because they allowed the company
to raise more than $1 billion for
development drilling programs and
increased the company’s equity
value by nearly six-fold.

By using syndicated loans and per-
petual preferred structures, the com-
pany has also seen minimal dilution
in equity, Finch says. During the
three-year time span, Credit Suisse
said it also has progressively low-
ered rates and loosened covenants
on ATP’s loans because it “consis-
tently” delivered on its development
plans, Finch adds.

Credit Suisse also lowered its first-
lien LIBOR spread by 600 basis
points and lowered the second-lien
LIBOR spread by 525 basis points,
thus allowing ATP to gain an
increase in covenant flexibility.

Perry says term Bs are very attrac-
tive for E&P companies that have
low proved developed producing
reserves but contain a large amount
of PUDs or probable reserves such as
those of ATP. With a low amount of
proved developed reserves, commer-
cial banks only give borrowers a
small loan. Other alternatives, such

as convertible debt, dilute a com-
pany’s equity. High-yield bonds are
also not attractive because they can
lock a company into higher interest
rates for a longer period.

Term Bs can also be refinanced or
amended as a company’s develop-
ment or production occurs and its
credit improves, Perry says. ATP
has done this eight times since
March 2004, each time increasing
the loan amount and decreasing its
interest rate as its credit position
has steadily improved.

“ATP has used the loans very
effectively,” Perry says.

PUBLIC OR PRIVATE

Term loans can be used as a vehicle
to improve the credit quality of pub-
lic and private companies. Venoco
Inc., the NYSE-listed Colorado oil
and gas E&P company, used a $350-
million loan in 2006 to improve its
credit. Last year, Venoco acquired
TexCal Energy (LP) LLC, an indepen-
dent E&P firm with assets in
California and Texas. The loans were
attractive because they are private
debt instruments that do not require
a filing with the Securities and
Exchange Commission, Perry says.

Private companies have used these
loans because they are term financing
that allows the companies to remain
as private entities.

The loans have become popular
with investors because the loans are
a high-yielding instrument that pro-
duces a higher return than bonds,
are secured and are a defensive
investment. The returns for the risk
are “very good,” Finch says.

Perry says the interest from institu-
tional lenders and E&P companies
has “mushroomed.” In 2004, Credit
Suisse arranged three term loans. In
2005, the number of loans increased
to five while in 2006, it rose to 14.
So far this year, Credit Suisse has
arranged four term B loans, Perry
says. The loans are also appealing to
non-investment grade companies.

“A year ago, hardly anyone had
heard of them, but now everyone is
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looking at them as an option,” Perry
says. “People are now thinking of
the loans as part of the menu. Term
B loans tend not to be cookie-cutter
financing. They are highly tailored
instruments for the borrowing com-
pany’s goals. They are cheaper
financing and less dilutive to the
company and shareholders.”

One of the drawbacks of the loans
is the covenant, but even those have
seen a decrease in restrictions, Finch
says. Term loans can also carry a
floating interest rate, but those can
be hedged with interest rate swaps,
he says.

Commercial banks have also
become adept at issuing term B
loans. Don Warmington, a manag-
ing director at TD Securities, says
the bank issued a $300-million loan
in 2006 for W&T Offshore Inc., an
NYSE-listed Houston oil and gas
company. TD also issued a $100-

million second lien for New Orleans-
based McMoRan Exploration Co.,
which used the loan for its wholly
owned subsidiary, McMoRan Oil &
Gas LLC. The proceeds of the five-
year term loan will be used to repay
borrowings under MOXY'’s existing
revolving credit facility, for future
drilling activities and other corporate
purposes.

Warmington says the loans are
appealing because they do not have
to be rated and garner more flexibili-
ty because they can be issued faster
than other debt, such as high-yield
bonds. Banks are proponents of the
loans because they have maturities
of four to seven years. Typically,
banks do not like maturities past five
years.

Warmington says he has seen
plenty of investor appetite because
the loans are good investments. The
life of the loans also tends to match

the term of an energy company’s
assets, he says.

Dan Steele, a senior vice president
and manager of the energy-lending
group at Houston’s Sterling Bank, says
the bank has participated in four term
B loan transactions in 2006, compared
with zero in 2005. He declined to
name the energy companies.

Steele does say that banks can
also benefit from the loans as energy
companies use the proceeds to drill
and obtain additional reserves. He
says a bank’s collateral also can be
enhanced as more reserves are pro-
duced, adding that the loans are typ-
ically being issued at LIBOR plus
175 basis points up to LIBOR plus
350 basis points.

The loans are a good option for
companies seeking other sources of
capital, selling assets within a short
period of time or raising public
equity. ®

DEDICATED TO THE ENERGY INDUSTRY

DALLAS
John Clark, Chris Parada
214-360-3414

Member FDIC

HOUSTON
Kelly Elmore, David Butler
713-890-8849
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SAN ANTONIO
Jim Hamilton
210-930-2926

Guaranty Bank has stood with the energy industry through good economic
times and bad. Our commitment starts with our Board of Directors and
permeates every level of management. Guaranty has committed more than
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Our seasoned team of energy bankers and petroleum engineers offers
more than 200 years of combined experience, providing quick engineering
analysis and responsive decisions made locally.

Guaranty Bank provides financing to small and mid-cap producers and to
mid-stream companies, offering individual commitments of up to $100
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customer service and understanding our customer base has made us a
lender of choice to energy companies throughout the nation.
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NEW CAPITAL SOURCES

Ready To Roll

Private equity firms have billions to deploy
for start-ups and existing clients, and their
investors still have an appetite for energy.

From 0il and Gas Investor This Week
and Leslie Haines, Editor-in-Chief, 0il and Gas Investor

an impressive list of private-equity entities that raised

new funds for energy in 2006 and early 2007.
Funds raised by 22 entities in 2006 jumped to $13.6 bil-
lion—118% more than the 2005 level, according to data in
the COSCO Capital Management Private Equity Index.

Heightened E&P and oilfield-service activity in 2006
encouraged many capital providers to get creative with
their financing terms and find niches that helped them
stand out.

Since many E&P executives last year were on the hunt
for prospects and acquisitions, not funding, capital
providers were working harder to place their capital.
They are considering more exploration, alternative energy
and international opportunities.

Thomas Glanville, managing director of Houston-
based private-equity firm Eschelon Energy Partners,
says hedge funds stepped up in 2006 among the biggest
new players in debt and equity.

G. Allen Brooks, a managing partner with Houston-
based oilfield-services investment banker Parks Paton
Hoepfl & Brown, says 2006 proved an investment
adage: “A market experiencing rising prices, activity and
profits will attract all the capital anyone could efficiently
use, and possibly more.”

In 2006, the new dynamic was the growing role of
private equity, he adds.

“More than $14 billion in new private-equity funds
targeting oilfield-service investments was raised last
year. These investors tend to have a longer investment
horizon than the majority of stock market investors.

“The private-equity players are interested in creating
value through building companies, and given the long-
term fundamental outlook for energy, this has been a
propitious time to invest,” he says.

Looking ahead, Glanville expects competition
between capital providers, including competition
between lending niches, to grow.

“Competition for quality deals is very strong, so some
capital providers are taking more risk with the business
plans and unproven teams,” he says.

The Oil and Gas Investor This Week scorecard shows

Capital providers expect to place more investment
dollars this year in unconventional reservoirs, whether
they are coal and shales, or bitumen and stranded gas.

The deal pace hardly seems to be slowing despite the
record-setting level of 2006, during which time, EnCap
Investments LP raised $1.5 billion. It has already com-
mitted the entire fund to some 25 management teams,
which will deploy the money during a five-year period.

What’s more, it has begun raising its next fund. The
first closing will be this summer and the new fund likely
will be “north of $2 billion by year-end,” says Robert
Zorich, one of four co-founders and partners of the
Houston firm.

It is backing about 45 companies at the moment.

“We committed our last fund in what I'd call record
time,” says Zorich. “A number of our existing compa-
nies wanted to re-up and continue in business after their
last company sold—that’s about half our deal flow.

“The other half is a lot of new teams spawned by the
big mergers we've seen in the past couple of years—we
have our fair share of that market.”

A case in point: ex-Kerr-McGee Corp. executive Grant
Henderson, who just formed Talon Oil & Gas LLC in
Dallas with a $100-million commitment from EnCap
and another $60 million from Talon principals and
Citigroup Private Equity.

Talon will pursue deals up to $500 million in Texas,
Louisiana and the Mid-continent region.

A second example is Oasis Petroleum LLC, helmed
by Tommy Nusz and Taylor Reid of Burlington
Resources. Backed by a commitment of $100 million
from EnCap, they will pursue U.S. and international
ideas.

Zorich says most of the investors he deals with under-
stand market and energy fundamentals, and they
believe energy is an important sector in which to invest.

PRIVATE EQUITY RAISES

Following is a list of new entrants to the capital-forma-
tion space, new funds raised by existing players and
other capital-provider news from 2006 and early 2007.

—First Reserve Corp., Greenwich, Conn., closed its
private-equity fund First Reserve Fund XI LP, with
total commitments of $7.8 billion.

—Boston-based ArcLight Capital Partners closed
ArcLight Energy Partners Fund III LP with commit-
ments of more than $2 billion from some 90 limited
partners. ArcLight will make investments throughout
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the energy value chain including oil,
gas and coal resources and infra-
structure, power generation, and
electric and gas transmission and
distribution.

—Quantum Energy Partners
raised $1.32 billion in its Quantum
Energy Partners IV LP, the com-
pany’s fourth private equity fund. It
will invest in $25- to $125-million
increments.

—Sowood Capital Management
LP, Boston, closed Sowood
Commodity Partners Fund IV LP,
a private investment fund with $1.24
billion in commitments. The fund
will make investments in energy, nat-
ural resources and other sectors.

—Kayne Anderson Capital
Advisors LP, Houston, closed its
fourth energy private-equity fund
with total commitments of $950
million. The new fund will focus on
early to midstage North American
oil and gas companies with typical
investments ranging from $10- to
$100 million.

—Houston-based private-equity
firm Lime Rock Partners closed
Lime Rock Partners IV LP with
$750 million in investor capital
commitments to invest in growth-
capital investments in companies in
the global energy market.

—Quintana Energy Partners LP
was formed with $650 million of
capital to make control-oriented
equity investments in oil, gas, oilfield
services, coal and power. Principals
include Corbin Robertson Jr. and
Corbin III of Quintana Petroleum
Corp., Houston, and former U.S.
Commerce Secretary and Tom
Brown Inc. CEO Donald L. Evans.

The fund may use capital via
growth equity or start-up capital,
leveraged buyouts, buy-and-builds
or joint venture arrangements.
Equity deals will range from $10- to
$125 million.

—Haddington Ventures LLC,
Houston, closed a new private-equity
fund, Haddington Energy Partners
IIT LP, with committed capital of
$182 million to be used for invest-

ments in the North American mid-
stream energy industry.

Fund III is seeking equity invest-
ment opportunities developed by
experienced management teams in
the $20- to $50-million range with
total enterprise value of $100- to
$200 million. The fund will also
consider initial investments as low
as $2- to $5 million, depending
upon growth potential and follow-
on investment opportunities.

Fund IIT will develop midstream
assets and assume construction risk
as needed and will acquire assets or
companies with strong upside
potential. The fund will also target
smaller assets in need of operating
improvements.

—Houston-based Growth Capital
Partners LP closed Southwest
Mezzanine Investments II LP at
more than $65 million. Jim Forrester,
Jim Rebello and Drew Sudduth man-
age the fund.

SM II targets $2- to $5-million
subordinated debt investments in
middle-market companies. The fund
will consider companies with com-
petitive advantages, enterprise val-
ues in excess of $10 million and a
history of profitable operations.

—Barclays Capital, the invest-
ment-banking division of Barclays
Bank Plc, London, acquired a 40%
stake in private-equity firm NGP
Energy Capital Management,
Irving, Texas, for an undisclosed
amount. Separately, the firm is in
the midst of raising a $1.5-billion
fund to invest in midstream infra-
structure, mining and minerals,
called NGP Energy Infrastructure
& Resources Partners LP. John T.
Raymond is CEO and John Calvert
is managing director.

—TFirstMerit Bank, Canton, Ohio,
formed FirstMerit Commercial
Energy Group to provide reserve-
based and project financing to energy
independents in the Appalachian,
Illinois and Michigan basins. The
group wants to do deals between
$500,000 and $4-0 million.

Management includes James S.

Bolinger, senior vice president of
commercial banking and FirstMerit
Commercial Energy group manager;
Milton J. Haynes, vice president of
commercial banking and energy
relationship manager of FirstMerit
Commercial Energy Group; and
Gayland R. Stehle, vice president
of commercial banking and petro-
leum engineer.

—Houston-based Post Oak
Energy Capital was formed to
pursue direct-equity and equity-
related debt investments in compa-
nies and projects in all areas of the
energy industry domestically and
internationally.

Managing directors are Clint S.
Wetmore and Frost W. Cochran.
Also in management are Robert
H. Walls and Philip A. Davidson.
Wetmore was with Royal Dutch
Shell’s global M&A group;
Cochran was chief executive of
Appalachian E&P company
Belden & Blake; Walls was
Enron’s post-bankruptcy general
counsel; and Davidson was a
managing director of Rice Capital.

—Merrill Lynch, New York,
acquired Petrie Parkman & Co.,
Denver and Houston, for an
undisclosed price. The new entity
is Merrill Lynch Petrie
Divestiture Advisors. Founder
Tom Petrie was named a vice
chairman of Merrill.

—Tim Sullivant joined Houston
Energy Advisors LLC, the manag-
er of an energy special-situations
fund. It will invest in niche situa-
tions and facilitate transactions with
other investors in the energy area.
Sullivant was with upstream asset-
marketer Madison Energy Advisors.

—ING Investments LLC,
Scottsdale, Ariz., launched the ING
Risk Managed Natural Resources
Fund, a non-diversified closed-end
fund that invests in equity securities
of companies in the energy and
other natural resources industries.
Management plans to invest at least
80% of its managed assets in natural
resources companies. ©
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Finding Capital: A Directory

Although not exhaustive, the firms noted here are among known providers and/or arrangers of capital to the upstream energy indus-
try. They include commercial banks, investment banks, capital intermediaries and advisors, and private-capital sources. Firms are list-
ed once although they provide multiple types of capital. The codes that follow describe services each firm provides: I = 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

A.G. Edwards (I)

T. Frank Murphy
314-955-2371
murphytf@agedwards.com

Acumen Capital Fin. Partners (I)
Michael Stuart

403-571-0311
mstuart@acumencapital.com

AIG Financial Products Corp. (P)
Russell Sherrill

713-831-6100

sherrill@aigfpc.com

Alerian Capital Mngmt LLC (P)
Gabriel Hammond
212-332-7805

NA

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

Altira Group (P)

Dirk McDermott
303-592-5500
dmcdermoti@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 America (C)

Dan Condley

713-247-6559
william.d.condley@bankofamerica.com

Bank of Oklahoma (C)
Mickey Coats
918-588-6409
mcoats@bokf.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 (I)
David Holmes
804-787-8268
dholmes@bbandt.com

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

Blackmont Capital (I)
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 (I)
Tod Benton
713-546-9772
Tod.benton@bmo.com
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CAPITAL SOURCES

BNP Paribas (C)

Barton Schouest

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

Bovaro Partners (A)

Joe Valais

410-347-0817
jvalis@bovaropartners.com

Brittany Capital Group Inc. (A)
Raymond Mendez

212-265-6046

rm@britcap.com

BSI Energy Partners (P&M)
Dustin Gaspari

214-520-9628
dgaspari@bsienergypartners.com

C.K. Cooper & Co. (I)
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 (I)

Ric Saalwachter

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

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

CCMP Capital Advisors (P)
Christopher Behrens

212-600-964-0
christopher.behrens@ccmpcapital.com

Cherington Capital (P)
Charles Cherington
617-497-8282
charles@cherington.com

CIBC World Markets (I)
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 (I)

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

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

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

NA

Since 2004, Johnson Rice has participated in
over S10 billion worth of energy financing.

'NOVEMBER 2006

B rorora
Fia OR B Gas Corporsiion

'SEPTEMBER 2006

y
SUPERIOR

Lead Managed Transactions:

JULY 2006 'APRIL 2006

Zereeiee | | (fGuLERQRT

. CARRIZO

- —

MARCH 2006

<Ep

JANUARY 2006

r

Bl

Aurora Oil & Gas
$83 mm

PUBLIC OFFERING
Lead Manager

OCTOBER 2005

Y i

Bronco Drilling
$93 mm

COMMON STOCK
Lead Manager

Superior Energy/

arrior Energy
MEA ADVISORY
Sole Advisor to Superior

AUGUST 2005

<p

Bronco Drilling
$100 mm
INITIAL PUBLIC COFFERING
Lead Manager

Carrizo Oil & Gas

$35 mm
PRIVATE PLACEMENT
Lead Placement Agent

JANUARY 2005

o

IPS - Parchman
Energy Group

M&A ADVISORY
Sole Advisor to Parchman

Gulfport Energy

597 mm
PUBLIC OFFERING
Lead Manager

DECEMBER 2004

===

Edge Petroleum
558 mm
COMMON STOCK
Lead Manager

Bronco Drilling
$78 mm

COMMON STOCK
Co-Lead Manager

OCTOBER 2004

4
SUPERIOR

ENERGY SERVICES

Superior Energy Services

$137 mm
COMMON STOCK
Lead Manoger

Gulf Island

Fabricafion
MEA ADVISORY
Sole Advisor

JUNE 2004

P

Callon Petroleum

$46 mm
COMMON STOCK
Sole Manager

Johnson Rice & Company ...

An energy investment bank.

WWwWWw.jrco.com
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Looking for a full range of services?
Make sure your bank knows the drill.

Full service lending, hedging, and treasury management
for the upstream, midstream, and energy service sectors.

You don't have to do much exploration to find a qualified source for all of
your financial needs. Comerica Bank has the experience, expertise, and depth of
services to meet all of your demands head on. We offer lending, hedging, treasury
management, overnight investing, and more. And we have offices in the major
U.S. energy hubs, including our new offices in Denver and New Orleans. With over
$54 billion in assets, we know the drill for the energy industry. Call Comerica today.

Dallas Denver Houston New Orleans

214-969-6562 303-294-3351 113-120-5614 504-452-4144

ComericA Bank

We listen. We understand. We make it work’”

Member FDIC. Equal Opportunity Lender.

WWW.comerica.com



CAPITAL SOURCES

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

Comerica Bank (C)
Mark Fuqua
214-969-6562
mark_fuqua@comerica.com

Community National Bank (C)
Danny Campbell

432-685-8479
dcampbell@cnbtx.com

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

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

Compass Bank (C)

Dorothy Marchand

713-968-8272
dorothy.marchand@compassbank.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

Cornell Capital (I)

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

COSCO Capital Management (A)
Cameron Smith

212-889-0206

cos@coscocap.com

Credit Suisse Securities (USA) (I)
Tim Perry

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

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

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

Denham Capital Management (P)
Carl Tricoli

713-217-2100
carl.tricoli@sowood.com

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

Deutsche Bank Securities (I)
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)
Nils Fykse
212-681-3872
nils.fykse@dnbnor.no

Dominick & Dominick Secs (I)
David Prestwich

416-369-6922
dprestwich@dominick.ca

Donovan Capital (A)
John W. Donovan Jr.
713-202-4903
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 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

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 Albany Capital (I)
James Hansen
713-237-4400
jim.hansen@fac.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
Jjmurchison@firstreserve.com

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

403-262-0600
jschambers@firstenergy.com

Fortis Capital (M,P)

Darrell Holley

214-953-9307
darrell.holley@fortiscapitalusa.com
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The bank of energy

provides a team of experts who specialize in oil and gas

drills deep to offer you the ideal blend of products and services
is powerful enough to structure the most complex transactions
puts its full energy into financing solutions for your business

is now generating ideas from a new office in Houston.

Invest in you’

UNION
BANK OF
CALIFORNIA

Energy Capital Services

Dallas LPO - (214) 922-4200 Calgary, Canada Branch” - (403) 233-4800
Carl Stutzman, Senior Vice President Phil Taylor, Senior Vice President
Randall L. Osterberg, Senior Vice President Larry Sagriff, Vice President

Houston LPO - (713) 286-3050
Damien Meiburger, Senior Vice President
Paul Cornell, Senior Vice President

Mezzanine Finance**
Michael Ross, Vice President, (213) 236-6061

*Union Bank of California, N.A., does not accept deposits from the public in Canada and is not a member institution of the Canada
Deposit Insurance Corporation.

**Mezzanine loans are made pursuant to a Department of Corporations California Finance Lenders License by UnionBanCal Equities, Inc., an
affiliate of Union Bank of California, N.A.

Visit us at unionbank.com ©2007 Union Bank of California, N.A. Member FDIC



CAPITAL SOURCES

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
je@frasermackenzie.com

Freebird Partners (P)
Curtis Huff
713-961-0118

NA

Friedman Billings Ramsey (I)
Patrick Keeley

703-469-1221

pkeeley@fbr.com

Frost Bank (C)

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

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

713-952-0186
hmiller@galwaylp.com

GasRock Capital LLC (M&P)
Frank Weisser

713-300-1400
fweisser@gasrockcapital.com

Gladstone Capital (I)
John J. Mahar
212-580-8553
jimahar@gladcap.com

GMP Securities (I)
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
frottow@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@hvllc.com

Laminar

Creative Solutions for
Energy Capital Needs

¢ Laminar Direct Capital provides debt and equity capital throughout North America.

Direct
Capital

¢ LDC is a member of the D. E. Shaw group, an alternative asset management firm
with approximately $29 billion in aggregate capital.

* LDC professionals manage an aggregate portfolio of second lien, mezzanine,
and equity investments of over $2 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.

10000 Memorial Drive

5 0 Robert T. Ladd Todd A. Overbergen
President Director

(713) 292-5401 (713) 292-5402

Kenneth A. Debow
Vice President
(713) 292-5405

John B. Griggs
Vice President
(713) 292-5409
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BLUER OCK

ENERGY CAPITAL, LTD.
BLUE IS THE NEW BLACK

Providing capital to independent Oil & Gas producers since 1993.

BlueRock Energy Capital, Ltd. is an independently owned oil and gas finance
company. BlueRock provides capital ranging from $1 million to $10 million to
independent producers for reserve-based acquisitions and monetizations with
associated production enhancement and/or development. BlueRock’s investment
structure is a non-recourse financial production payment via a limited term
overriding royalty. This simple structure results in minimal documentation,
closings generally in less than 30 days, and nominal closing costs. No 3™ party
engineering report is required as all technical analysis is performed by the partners
of BlueRock, all seasoned E&P professionals who have been active in the industry
for over 20 years. The ideal customer will have an established track record, regional
expertise, operational excellence and a definitive development plan. BlueRock is
looking to create long term relationships with producers as we assist in growing

his or her business.
BLUEROCK ENERGY CAPITAL, L TD.

20445 State Highway 249
CAPITAL: 3 Chasewood Park, Suite 160
Up to $10 million Houston, Texas 77070
L
USE: 281-376-0111, ext. 302
Acquisitions, monetizations, °
development projects

www.bluerockenergycapital.com

STRUCTURE:
Non-Recourse Financial Production
Payment

LOCATION:
Domestic U.S.A. onshore or offshore

Scott Abel, Cathy Sliva, Dave Stevens, Allen Shook




CAPITAL SOURCES

Haywood Securities (I&A) Kayne Anderson Cap. Mrkts (M&P) Merrill Lynch Capital (C)

Bill Kanters Danny Weingeist Charles Kingswell-Smith
403-509-1991 713-493-2000 713-221-2893

NA dweingeist@kayne.com Charles_kingswell-smith@ml.com
Hibernia National Bank (C) KeyBanc Capital Markets (I) Merrill Lynch (I)

Spencer Gagnet Brian Akins Chris Mize

504-533-5717 317-770-4044 713-759-2500
spencer.gagnel@hibernia.com bakins@keybanccm.com christopher_mize@ml.com
Hibernia Southcoast Capital (I) KRG Capital Partners (P) Metalmark Capital LLC (I&P)
Stan Ellington Mark King Michael C. Hoffman
504-528-9174 303-390-5014 212-823-1918
sellington@hibernia.com MKing@KRGCapital.com michael.hoffman@metalmarkcapital.com
HM Capital Partners (P) Ladenburg Thalman & Co. (I) MGI Securities (I&A)

Joe Colonetta Peter H. Blum Crawford Gordon

214-740-7342 212-409-2120 416-864-6477
jeolonnetta@hmtf.com phblum@ladenburg.com NA

Howard Weil (I) Laminar Direct Capital LP (M&P) Mitchell Energy Advisors (A)
Matthew P. LeCorgne Todd A. Overbergen Michael Mitchell

504-852-2675 713-292-5402 469-916-7484
mattl@howardweil.com overberg@laminardirect.com mmitchell@mitchellenergypartners.com
HVB Bank (C) Lane Capital Markets (I) Mitchell Energy Capital (M&I)
Roger Eustance John Lane Mynan Feldman

212-672-5834 203-255-0341 469-916-7485

NA jdlane@lanecapitalmarkets.com mfeldman@mitchellenergypartners.com
IFM Resources (I&A) Leede Financial Markets Inc. (A) Mizuho Corporate Bank (C)
Suresh Chugh Michael Zwack Michael Brown

001-609-252-9327 403-531-6868 713-499-4802
suresh@ifmresources.com rmzwack@leedefinancial.com Michael.k.brown@mizuhocbus.com

J Giordano Securities Grp (I) Lehman Brothers Inc. (I) Morgan Keegan (I)

John Silvestri Gregory Pipkin Kevin Andrews

212-209-7689 713-236-3954 713-840-3600
Jsilvestri@jgiordano.com gpipkin@lehman.com kevin.andrews@morgankeegan.com
Jefferies Randall & Dewey (I&A) Lime Rock Partners (P) Morgan Stanley Cap. Partners (I)
David Rockecharlie Jonathan Farber Michael Dickman

281-774-2000 203-293-2752 212-761-7236
drockecharlie@jefferies.com Jjf@lrpariners.com michael.dickman@morganstanley.com
Jennings Capital Inc. (A) LoneStar Securities (A) Municipal Energy Resources (P)
Rob Jennings Joseph Ireland Robert Murphy

403-292-0970 972-701-8620 713-888-3300

NA irelandj@lonestarsecurities.com robert.murphy@maunienergy.com
Johnson Rice & Co. (I) Macquarie Bank Ltd. (M&CQC) Natixis (C&I)

Greg Miner Paul Beck Renaud d’Herbes

504-525-3767 713-986-3601 713-759-0971

gminer@jrco.com paul.beck@macquarie.com Renaud.dherbes@natizxis.us
JPMorgan Securities (I) Macquarie Sec. (USA) (I,P&A) Natural Gas Partners (P)

Doug Petno Robert J. Brooks Kenneth A. Hersh

212-622-6774 713-980-2964 972-432-1440
douglas.b.petno@jpmorgan.com bob.brooks@macquarie.com inquiries@ngptrs.com

Kayne Anderson Cap. Advisors (I) McFarland, Grossman & Co. (I&A) Neidiger, Tucker, Bruner Inc. (I)
Robert V. Sinnott Clifford McFarland Anthony Petrelli

310-284-5508 713-464-7770 303-825-1825

rsinnott@kayne.com cmcfarland@mcfarlandgrossman.com tpetrelli@ntbinc.com
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ProsPECT CAPITAL

Mezzanine Debt and Private Equity for Energy Companies

OILFIELD
— EXPLORATION & PRODUCTION_I l_EQUIPMENT_I
fevoLuTION qﬁ"”ﬁ ( -
February 2005 April 2005 May 2005 September 2006
$5,000,000 $40,500,000 $3,150,000 $12,400,000
Senior Debt and Subordinated Debt Senior Debt and Senior Debt and
Equity Facility and ORRI Equity Equity
C C&J
@C:anuﬂ[ Ci-.v.-ukuu TLOGH Cladding
May 2006 November 2006 March 2007
$10,200,000 $15,500,000 $6,000,000
Senior Debt, ORRI Senior Debt Senior Secured
and NPI Debt and Warrants
|.__OIL & GAS SERVICES_I l_MIDSTREAM_l
AT =5
July 2005 February 2006 April 2006 September 2004
$14,500,000 $5,300,000 $9,250,000 $23,275,000
Senior Debt and Senior Debt and Senior Debt and Subordinated Debt
Equity Equity Equity and Equity
£ Cypress ETKOMARE SIVEE NG,
) Consulting SR—
June 2006 August 2006 November 2006 April 2006
$16,500,000 $4,300,000 $6,500,000 $5,500,000
Senior Debt and Senior Secured Subordinated Debt Senior Debt and
Equity Debt and NPI and NPI NPI
John F. Barry, lll David L. Belzer

W. Montgomery Cook
mcook@prospectstreet.com bart
(212) 792-2988

Bart J. de Bie
rospectstreet.com
(212) 448-1036

jbarry@prospectstreet.com

dbelzer@prospectstreet.com
(212) 448-1858

(212) 448-9201

M. Grier Eliasek
grier@prospectstreet.com
(212) 448-9577

James A. Flores
jflores@prospectstreet.com
(317) 774-1118

Richard A. Hightower, Jr.
rhightower@prospectstreet.com
(212) 448-9627

John S. Hopley
jhopley@prospectstreet.com
(212) 448-1805

Mark D. Hull
mhull@prospectstreet.com
(646) 254-6649

Eric K. Klaussmann
eklaussmann@prospectstreet.com
(212) 448-1951

Kurt W. Rieke
kurt@prospectstreet.com
(212) 448-9642

Elijah D. Schachter
elijah@prospectstreet.com
(212) 448-1806

Please send new investment opportunities to Grier Eliasek, grier@prospectstreet.com (212) 448-9577

PROSPECT

Phone (212) 448-0702 Fax (212) 448-9652 www.prospectstreet.com

Ten East 40™ Street, 44" Floor, New York, NY 10016




CAPITAL SOURCES

NGP Capital Resources (P&M)
John Homier

713-752-0062

info@ngpcrc.com

NGP Energy Capital Mngmt. (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. (I)
Richard Pinkerton
416-644-8108
rpinkerton@northernsi.com

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

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

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

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

NA

Orion Securities (I)

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

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

713-621-8100

aparks@pphb.com

Pathfinder Capital Advisors (I)
Harry Chernoff

703-406-4033

NA

Patriot Exploration Co. (P&M)
Carter Henson

713-353-3997
chenson@patriotexploration.com

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

Petrobridge Investment Mgmt. (M)
Rob Lindermanis

713-490-3861

robl@petrobridge.net

CELEBRATING A DECADE OF INSIGHT AND GROWTH

WITH THE O1L AND GAS INDUSTRY

Investment Banking
Wealth Management

Institutional Sales

&

Our Insight, Your Growth

18300 Von Karman Ave., Suite 700 = Irvine, California 92612
TEL: 949 477-9300 m FAX: 949 477-9211 m TOLL-FREE: 888 477-9301 m administration@ckcooper.com
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CAPITAL SOURCES

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

Plexus Capital (A)

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

PNC Bank (C, I&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,I&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
swo@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. (I)
Howard House

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

For over 30 years, we have committed

ourselves to serving the
oil and gas industry.

Focusing on the upstream and
midstream sectors of the energy
industry, we dedicate 100% of our
time to energy insurance and

risk management programs.

From the Rockies and Mid-Continent to the North Sea, from
the Gulf of Mexico to the Pacific Rim, EnRisk is your solutions
partner for insurance and risk management needs.

EnRTsk

Energy Insurance
Risk Management

A Simple Concept Done With Excellence and Imagination
Corporate: 6100 Western Place, Suite 100 + Fort Worth, TX 76107 « (817) 877-1884 « Fax (817) 654-3552
Houston: 2200 West Loop South, Suite 525 » Houston, TX 77027 = (713) 400-7766 * Fax (713) 660-6399

www.enriskservices.com

www.oilandgasinvestor.com ¢ May 2007

57



CAPITAL SOURCES

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

Research Capital Corp. (I)
Andrew Selbie

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

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

Riverstone Holdings LLC (P)
John J. Moon

212-271-2924
jm@riverstonellc.com

HORIZSN
30,000,000

Senior Secured Financin

#100,000,000

2 _énior Secured Financing

24,000,000

Senior Secured Financing

Marine Construction for N Sefsmic Data Processing &
0il & Gas Industry ;.

Onshore Contract Drilling

We go a long way to
find the best solutions
for your company.

Understanding the unique ins and outs of your
business sometimes takes us off the beaten path.
But it’s a trip we're always willing to make. After all,
it's fundamental to identifying what's mostimportant {3 PINC
to you and the success of your company. And it's how  LEADING THE WAY
we make sure we're developing the right solutions to
help you move your company forward.

To learn more about PNC Business Credit, call Charles Collie
at 214-871-1257, John Tyler at 713-513-7167 or visit pnc.com.

Senior Secured Financing - Junior Secured Financing
Mezzanine Financing - Equity Financing - Debt Capital Markets

PMC Business Credit is a senior secured lending arm of PNC Bank, National Association, a3 member of
The PNC Financial Services Group, Inc. Private equity financing and mezzanine financing are provided by
PNC Equity Partners and PNC Mezzanine Capital. Lending products and services require credit approval.

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@rbcem.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@rirenergy.com

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

Sandefer Capital Partners (P)
Jeft Sandefer

512-495-9925
jsandefer@sandefer.com

Sanders Morris Harris (I)
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)
Geoff Solich

303-893-5002
gsolich@ponderosaenergy.com

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

Scotia Capital (I)
Mark Ammerman
713-759-3441

mark_ammerman@scotiacapital.com

SF Partners (A)

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

Simmons & Co. Int’l (I)
Matt Simmons

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

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

NA

Soft Rock Investments (M)
Roger Eustance
203-762-9710
rgeustance@hotmail.com

Member FDIC

Southern Producer Services (A)
Carl Carter

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

SouthView Energy LLC (P)
Jack Schanck

281-774-2140
jschanck@southviewenergy.com

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

NA

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

Sowood Cap. Mngmt. LP (P&M)
Carl Tricoli

713-217-2100
carl.tricoli@sowood.com

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

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

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

Stellar Energy Advisors (A)
John McCallum

44 7493-1977
johnmeccallum@stellarlimited.com

Sterling Bank (C)

Dan Steele

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

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

Like a hard hat and gloves, Sterling’s experienced, Texas-based
lenders and their energy clients create 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-

ENERGY LENDING GROUP
Leading businesses to success.

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

410-454-5434

amstewart@stifel.com

Stonington Corp. (A)
Bill Foster
212-551-3550

wdf@uwforster.com

SunTrust Rbnsn Hum. (I,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 (1&C)

Don Warmington

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

Tejas Securities Group Inc. (I1&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@ixstbk.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

Transformation Cap. Advisors (A)
Thomas Collier

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

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

Tudor, Pickering & Co. (I)
Bobby Tudor

713-333-2997
btudor@tudorpickering.com

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

UFJ Bank Ltd. (C)
Clyde Redford
713-652-3190
clredford@sbcglobal.net

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

Upstream Energy Capital (I)
Jack S. Steinhauser
303-840-2011
jsteinhauser@upstream.bz

US Bank (C)

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

Vulcan Capital Management (P)
Ford F. Graham

212-980-9520
fgraham@oulcancapital.com

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

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

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

Weisser, Johnson & Co. (A)
Frank Weisser

713-659-4600
fweisser@ueisserjohnson.com

Wellington West Capital Markets (I)
Andrew Shortreid

866-418-8829

ashortreid@wwam.ca

Wells Fargo (C)

Kyle Hranicky

214-721-6415
Kyle.hranicky@uwellsfargo.com

Wells Fargo Energy Capital (M)
Mark Green

713-319-1327
mark.m.green@uwellsfargo.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@uwinb.com

Western National Bank (M&A)
Mark McKinney

432-570-4181
MarkM@WesternNB.com

WestLB (C)

Ron Ormand
713-963-5211
ronald_ormand@uwestlb.com

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

NA

Whitney Bank (C)
Robert C. Stone
504-299-5034
rstone@whitneybank.com

Wolverton Capital Markets (I)
Tan Thompson

403-218-0259

NA

Wunderlich Securities Inc. (I&A)
James Harwood

901-251-2233
jharwood@uwundernet.com

Yorktown Partners LLC (P)
Peter Leidel

212-515-2100

NA
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f f WHEN IT COMES TO SERVICING THE ENERGY MARKETS

WE PUTALL THE
PIECES TOGETHER.
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When it comes to providing integrated solutions
for Operators and Investors in the Energy Markets,
nobody puts it all together like Merrill Lynch.
Our recent expansion of services has combined
our best-in-class investment banking and
commodities trading capabilities with the
exploration and production energy expertise of
Petrie Divestiture Advisors and the debt raising
experience of Merrill Lynch Capital.

We have significantly expanded our ability to
provide clients with capital markets expertise,
industry-focused strategic advice, commodity
price and other risk management options, as
well as greater breadth and depth from our
highly regarded energy research coverage.

To learn more about how we develop and deliver
exceptional solutions for exceptional clients,
call 617-695-6945 or visit mlcapital.ml.com.

©2007 Merrill Lynch & Co., Inc.

Merrill Lynch Capital

@g Merrill Lynch
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"‘\ o Robert Thomas

Er LS § CHAIR - ENERGY PRACTICE

With years of inclustry experience, we bring the right’!

energy to meeting your goals.

We have built our energy practice around the interests of business owners,
executives and corporate counsel, Porter & Hedges is lean by design.
Our feam of energy lawyers is actively involved in the important work

of our clients’ operations—whether upstream, midsiream or downstream,
or financing these projects through various commetrcial lenders and other

capital market participants,

Providing honest value is at the center of our relationships,

and we demonsirate that business is personal.

PORTER & HEDGES LuL»

= [Business is personal.

1000 Main Street

Fi

Phone: (71

S. L.L.P., ATTORNEYS AT LAW




