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AN INTRODUCTION

Charting New Waters

ise indeed is the captain who can navigate

; )g ; the new shoals of capital and commodity

markets in 2009 and sail safely into port by
2010—with a profitable energy cargo intact.

Since last year’s report, published in May, the financial
world was hit by a hurricane, and only now do we see
signs that it is righting itself. Likewise, since last
September, the energy world has been turned upside
down as low oil and gas prices led to falling rig counts,
hammered balance sheets and halted most M&A activity.

This year the sextant says focus on liquidity, preserve
the balance sheet, reassure investors and live within
cash flow. For many, that means reduced capital
spending. For some, reduced or suspended dividends
and distributions, even some layoffs. More asset sales
are coming.

The window for energy debt opened wide in January,
albeit at higher interest rates. A few equity deals have
been closed. A few acquisitions have also. Borrowing-
base redeterminations are mostly behind us, for now,
and company executives and capital providers know
where they stand.

It's about to get interesting. Private capital stands
ready. In April, First Reserve Corp. announced its $9-

billion raise—the largest private equity fund targeting
energy ever. Kayne Anderson Capital Markets has fund-
ed two start-up E&Ps in recent months. Ellora Energy in
Denver filed its S-1 to go public this year, hoping to
raise $100 million and reduce debt.

Meanwhile, many E&Ps have re-evaluated their asset
portfolios and strategies during this slower time. Many
are in no hurry: if they can hold a lease by existing pro-
duction, why drill more? If they can shut-in some gas
wells, why not wait for the better price that the 12-
month Nymex strip indicates?

They are redeploying their people and capital only to
the highest-margin plays. New efficiencies abound.
Many say the opportunities today are the best they’ve
seen in their careers.

This annual report gives you a brief look at what the
capital providers are thinking these days, and we have
updated our directory as well. For convenient and con-
tinuous updates, always check first at
OilandGaslInvestor.com, where you’ll find the latest
deal flow, corporate and people news, and new
entrants to the energy finance space.

—Leslie Haines, Editor-in-Chief

Previous Financing Articles and Webinars

To assist in your capital-formation activities and to stay
abreast of the marketplace, go to OilandGaslnvestor.com for
daily news, video interviews, archived articles and webinars
on demand, and to search data bases including the Oil and
Gas Finance Sourcebook.
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CAPITAL PROVIDER ROUND-UP

What’s New

Jeannie Stell, Financial Editor, 0if and Gas Investor

industry of almost biblical proportions. Beginning

in March, bank consolidations and failures
seemed on a runaway train, as JPMorgan Chase & Co.
acquired Bear Stearns Cos. Inc., Merrill Lynch & Co.
foundered and was sold to Banc of America, and
Lehman Brothers filed for bankruptcy while Barclays
Capital snapped up its best assets.

In September, Berkshire Hathaway Inc. invested
about $5 billion in Goldman Sachs, a move seen as a
huge vote of confidence for one of the last remaining
independent Wall Street investment houses, even as
Washington Mutual Inc. collapsed under the weight of
its enormous bad bets on the mortgage market, and
was itself seized by the Federal Deposit Insurance
Corporation (FDIC). WaMu'’s banking assets were sold
to JP Morgan Chase for a mere $1.9 billion—it was
reportedly the largest bank failure in U.S. history.

Meanwhile, Citigroup announced it would absorb
Wachovia Bank, including some $42 billion of losses,
with the FDIC covering any remaining losses.
Wachovia was weakened from mounting mortgage loss-
es linked to its 2006 acquisition of Golden West
Financial Corp. However, in an abrupt change,
Wachovia later agreed to be acquired by San Francisco-
based Wells Fargo & Co. in a $15.1-billion all-stock
deal that trumped Citigroup’s plan.

But enough of history.

At press time, financial markets appeared to be stabi-
lizing. The energy sector is getting back to business and
equity and debt deals have unfrozen for high-quality
producers. High-grade senior notes were hitting the
market, including Plains Exploration & Production
Co.’s issuance of $500 million in March, and issuances
by Forest Oil Corp. of $350 million and Chesapeake
Energy Corp.’s $300 million in February.

Also, E&Ps have, for the most part, survived their
bank loan redeterminations. Oil and gas producers are
turning their focus to third- and fourth-quarter fundrais-
ing efforts.

Last year saw an upheaval in the energy banking

Although not comprehensive, the following details
changes in the energy-capital-provider space since the
May 2008 publication of Capital Formation. For fur-
ther updates, check the directory listings in this report
(see page 26), and go to OilandGasInvestor.com.

Cadent Energy Partners LLC, Rye Brook, N.Y.,
closed its second private-equity fund, Cadent Energy
Partners II LP, with $473.3 million in commitments,
exceeding its initial target of $375 million. Cadent
invests in E&P and oilfield services and equipment, typ-
ically making equity commitments of $25- to $50 mil-
lion each.

Deerpath Capital Management LP, formed in New
York, will make privately negotiated investments in
lower- to middle-market energy companies, preferring
senior secured loans and equity securities transactions
of $3- to $15-million.

Founders include Gary Wendt, formerly chairman of
GE Capital; James Kirby, formerly a partner at Madison
Dearborn Partners; and John Fitzgibbons, chairman of
Integra Group.

Denham Capital Management LP of Boston closed
Denham Commodity Partners Fund V LP with a $2-bil-
lion hard cap, exceeding the $1.75-billion targeted com-
mitment. Denham typically targets investments of $50-
to $250 million in energy infrastructure, natural
resources, power and carbon, primarily in the U.S.,
Canada, South America and Europe.

Energy Ventures of Stavanger, Norway, closed its
third venture investment fund, Energy Ventures III, with
$24-3 million in committed capital to invest in petrole-
um-related technology companies.

First Reserve Corp., of Greenwich, Connecticut,
closed its most recent global buyout fund, First Reserve
Fund XII LP, in April 2009, with $9 billion in commit-
ments. Fund XII will provide privately negotiated equity
and equity-related investments in a diversified portfolio
of companies in the global energy industry. The new
find is believed to be the largest private-equity fund ever
formed to make investments in the energy industry,
according to law firm Simpson Thatcher, which repre-
sented First Reserve.

FirstEnergy Capital Corp., Calgary, formed a new
property A&D division, led by Brian F. Dunn and
Richard J. Matthews.

Galway Group LP, a Houston energy advisory and
investment banking firm, has acquired Bethesda, Md.-
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based consulting firm Benjamin
Schlesinger and Associates LLC
(BSA) for an undisclosed price. BSA
provides economic and technical
analysis of energy projects, regulato-
ry support and market development.
BSA founder Benjamin Schlesinger
will remain president and will join
Galway as a managing director and
partner.

Steven Pottle left HSH Nordbank
to establish Haywood Dorland
Energy Capital, a financial adviso-
ry and merchant banking firm
focused on helping energy compa-
nies and project developers raise
equity and debt financing. It plans
to make principal investments in a
range of energy companies and pro-
jects.

Houston-based Hunter Wise
Financial Group LLC, a special-
ized investment banking firm,
formed a new program to assist in
raising equity, helping Texas compa-
nies go public, assisting privately
held businesses in A&D, manage-
ment-led buyouts, corporate financ-
ing, recapitalization, or taking a
public company private. It focuses
on the oil services sector.

Invico Capital Corp. of Calgary
launched an open-end mezzanine
debt fund, CanBridge Capital Fund
LP, which holds a diversified portfo-
lio of mezzanine-type debt invest-
ments in companies operating in the
oil and gas, oilfield services and
related manufacturing, and real
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estate sectors in western Canada.
Invico subsidiary CanBridge Capital
Corp. will be general partner and
manager of the fund.

Lime Rock Partners based in
Westport, Connecticut closed its
fifth fund, Lime Rock Partners V LP,
with $1.4 billion in capital commit-
ments.

Private-equity firm Pine Brook
Road Partners LLC, based in New
York, closed its first fund with total
capital commitments of more than
$1.4:3 billion in April 2009. Pine
Book was formed in 2006 and is led
in part by former Warburg Pincus
energy-investment chief Howard
Newman. Funding to date of nine
portfolio companies includes Roger
Jarvis’ Common Resources LLC, Bill
Flores’ Phoenix Exploration Co. LP
and Mike Harvey’'s Stonegate
Production Co.

Natural Gas Partners, Irving,
Texas, has closed Natural Gas
Partners IX LP with total commit-
ments of $4 billion. NGP has man-
aged more than $7 billion of cumu-
lative capital and made investments
in more than 130 energy-sector
companies.

Pritchard Capital Partners, an
energy investment bank and institu-
tional financial services firm, and
Global Hunter Securities signed a
letter of intent to form Pritchard
Global Hunter Securities, a full-ser-
vice energy investment bank.
Thomas Pritchard, managing part-

EE——

ner and founder of Pritchard
Capital, will become president and
managing director of capital mar-
kets. Daniel Conwill, the CEO of
Global Hunter Securities, will be
CEO and head of investment bank-
ing. Edward Lainfiesta, currently
president of Global Hunter
Securities, will become vice chair-
man. Financial terms and timing of
the transaction are not being dis-
closed. The combined companies
will remained based in New
Orleans, with offices in New York,
Houston, Washington, DC, Atlanta
and Newport Beach, California.
Rodman & Renshaw Capital
Group Inc. bought energy-invest-
ment bank COSCO Capital
Management LLC, both based in
New York. Rodman Energy Group
is now led by Cameron O. Smith,
COSCO'’s founder and senior man-
aging director, and the firm includes
many of COSCO’s other principals.
Sanders Morris Harris Group
Inc. plans to sell 80% of its SMH
Capital Markets business, includ-
ing the investment banking, fixed
income and New York-based institu-
tional equity departments, to
Siwanoy Capital LLC, a company
formed by the senior management
of the units and Pan Asia China
Commerce Corp. The transaction
will transform Sanders Morris
Harris Group almost entirely into a
wealth and asset management com-
pany with approximately $10.2 bil-
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lion in client assets as of September
30, 2008. The sale is expected to
close in second-quarter 2009 upon
the formation of a new broker-dealer
by Siwanoy Capital.

SMH Capital Inc., Houston,
recently hired Sylvia Barnes, former-
ly a managing director at Merrill
Lynch and Petrie Parkman, to head
up its energy investment banking
practice in Houston.

Scotia Capital, a lending and
investment banking subsidiary of
Toronto-based Scotiabank, has
acquired select assets from UBS
Energy, a subsidiary of Zurich,
Switzerland-based bank UBS AG,
for an undisclosed price. The assets
include trading and analytical tech-
nology and about 60 front, mid-
and back office personnel. The
transaction does not include any of
UBS Energy’s trading books of busi-
ness or regulatory licenses.

Simmons & Co. International
of Houston raised $137 million in
Europe with the first closing of its
inaugural private-equity co-invest-
ment fund Simmons Parallel Energy
LP. The fund will focus on buy-out
and growth capital co-investment
opportunities across the energy sec-
tor and operate independently from
the firm’s existing corporate-finance
and securities businesses. It will be
led by fund managers Aaron D’Este
and Richard Warren.

Stifel, Nicolaus & Co. Inc., the
principal operating subsidiary of
Stifel Financial Corp., St. Louis,
plans to acquire up to 55 branches
from the UBS Wealth Management
Americas branch network of broker-
dealer UBS Financial Services Inc., a
division of UBS AG, for approxi-
mately $46 million in cash and
additional payments to be deter-
mined later. The deal is expected to
close in the third quarter.

Tenaska Capital Management
LLC, based in Omaha, Nebraska,
an affiliate of Tenaska Inc., closed
its TPF II LP fund with more than
$2.4 billion of committed capital.
TPF 1I is the follow-on to the firm’s

$838-million Tenaska Power Fund
LP that closed in 2005. TPF II will
invest in power generation, includ-
ing renewable, gas storage, pipeline
and other gas midstream assets, and
gas and power infrastructure goods
and services.

Las Angeles-based The TCW
Group Inc. closed TCW Energy
Fund XIV with a value of $2.6 bil-
lion, the largest alternative invest-
ment fund in the firm’s history. The
fund will make mezzanine and pri-
vate-equity investments in energy
and energy-infrastructure projects on
a global basis. TCW also formed a
$194-million TCW Energy Partners
LLC fund to invest in energy and
infrastructure assets globally

Tortoise North American
Energy Corp. of Leawood, Kansas,
a publicly traded closed-end fund
that invests in equity and debt secu-
rities of energy companies, plans to
acquire privately held Tortoise Gas
and Oil Corp., a closed-end fund
that invests primarily in publicly
traded MLPs, for an undisclosed
number of Tortoise NA shares to
reduce costs. They will have com-
bined assets of some $160 million.
Tortoise Capital Advisors, an affili-
ate, has about $1.7 billion of assets
under management.

First Reserve Corp. named
Christopher Ortega director. He is
an investment professional covering
the energy industry, and was vice
president at Greenhill Capital
Partners.

Cleveland-based KeyCorp named
Angela McCracken as senior vice
president within its debt capital mar-
kets group in Dallas. She was vice
president in the energy group at
Citibank and has more than 14 years
of experience in acquisitions, general
and structured financing for
upstream and midstream companies.

Westport, Conn.-based energy pri-
vate equity firm Lime Rock
Partners has named Will Franklin,
] McLane and Simon Munro manag-

ing directors. Franklin and McLane
are based in the Houston office.
Munro is based in Aberdeen.

New York-based investment bank
Morgan Stanley has named
William M. Wicker vice chairman,
investment banking, natural
resources group, focused on the
energy sector. He was partner and
managing director in the natural
resources group at Goldman Sachs
and has experience as an energy
investment banker.

Logan Magruder resigned as presi-
dent and chief operating officer of
Don  Wolf's Denver-based
Quantum  Resources LP.
Quantum Energy Partners managing
director Alan Smith was named
president and CEO of Quantum
Resources Management.

Raymond James & Associates
Inc., has named Christopher J.
Simon managing director, head of
asset acquisitions and divestitures in
Houston. He has asset A&D experi-
ence at Tristone Capital, Petroleum
Place Energy Advisors, JMI Energy
Inc. and Destec Energy Inc.

New York-based private equity
firm Riverstone Holdings LLC has
named Peter R. Coneway managing
director. He was U.S. ambassador
to Switzerland and Liechtenstein
and was founder of Goldman Sachs’
Houston office and a general part-
ner with the firm.

E&P analyst Michael Bodino, cur-
rently with Houston-based SMH
Capital, has returned to Dallas,
after more than 10 years in the New
Orleans area for Sterne Agee,
Southcoast Capital (now Capital
One Southcoast Inc.) and Coker &
Palmer Investment Securities. His
research partners remain in Metairie,
Louisiana. The firm also tapped
Douglas L. Becker for managing
director and senior research analyst,
covering oilfield services, in the
institutional equity research group.
Becker has experience covering
E&Ps and integrated oils for Banc of
America Securities and Credit Suisse
First Boston.

6 HERE’S THE MONEY: CAPITAL FORMATION 2009  Qil and Gas Investor ¢ June 2009



At Western National
Bank, our reputation

as a respected banking

partner is firmly
established. But even
more important, our
balance sheet is strong,
our capital base is deep
and our management is
above reproach.

i

. 'I L Western National Bank.
Abank you e

Can -I 00 k |£:rU2U;: to be a bank you

up to

Western National Bank

Member FDIC

432-570-4181 + www.wnbonline.com Midlond - Odessa +  San Antonio



{ Precision

—

When you're in the business
of seeking oil and gas, you stake
your livelihood on precision.

The same can be said for banking.

Sterling Bank’s Energy Group.

Precision finance.

=~Sterling Bank-

World class banking. Deep Texas roots."

www.banksterling.com Energy Lending Office 2550 North Loop West, Suite 800 888-777-8735 Member FDIC {ENDER




PRIVATE CAPITAL

Market Buzz

Five private-capital gurus speak up.

Jeannie Stell, Financial Editor, Oif and Gas Investor

often shines the most, and this year, there is more

such capital available than ever before. To get an idea
of the current thinking and strategies in the private-equity
world, Oil and Gas Investor asked a group of industry
leaders about their most recent investments, strategies,
concerns and opportunities in this space.

The group includes Cameron Smith, head of The
Rodman Energy Group and senior managing director of
Rodman & Renshaw LLC; Danny Weingeist, senior man-
aging partner of Kayne Anderson Energy Funds; David
Miller, partner of Encap Investments LP; Jeffrey Harris,
managing director of Warburg Pincus LLC; and Carl
Tricoli, managing partner of Denham Capital
Management LP. Here are their comments.

In times of depressed commodity prices, private capital

ON NEW INVESTMENTS
“In March 2009, we committed $49 million to
Plymouth Exploration LLC to focus on the acquisition
and development of low-risk conventional reservoirs in
Oklahoma, Texas and Kansas.”

—Danny Weingeist, Kayne Anderson Energy Funds

“We have completed three financings
over the past four months. One was
$15-million raised though a private
placement to HM Capital of Dallas for
SunTerra Energy, a private startup E&P
company. It is headquartered in
Houston and focused on using horizon-
tal underbalanced drilling to capture and
develop reserves for its own account.
“The second was a $50-million
secured note financing for Corpus
Christi, Texas-based Dewbre
Production Development LP, placed
with Houston-based Guggenheim Partners. This was in sup-
port of a multi-well infill gas development program in the
McAllen Ranch Field in Hidalgo County, Texas. The third
and most recent was the private placement of $15 million of
10% senior secured convertible promissory notes arranged
for publicly listed Evergreen Energy Inc. Private equity, pri-
vate mezzanine and public mezzanine—the grand slam!”
—Cameron Smith, Rodman Energy Group LLC

Cameron Smith,
Rodman Energy
Group LLC

“We have continued to invest in a
variety of upstream companies in
North America, focused on unconven-
tional natural gas and oil, with a focus
on our existing portfolio companies
that have strong growth potential.”
—]Jeffrey Harris, Warburg Pincus LLC

“The most recent relationship we’ve 4

entered into on the E&P side was a Jeffrey Harris,
$100-million commitment to Warburg
Cornerstone Natural Resources, a Pincus LLC
Denver-based company led by Dave

Kornder and Jay Decker, former CFO and CEO, respec-
tively, of Patina Oil & Gas.

“In the midstream area, we’ve recently backed two
startups. The first is Cardinal Midstream, headed by the
team that built and sold Regency Gas Services, resulting
in a 4-times ROI (return on investment) for their equity
partners. The second is Caiman Energy, which is com-
prised of a management team that played key roles pre-
viously in the success of Crosstex Energy.

“Broadly, it’s fair to say EnCap is going a little slower
right now in terms of new commitments. For starters,
we’ve got b5 existing portfolio companies, so we
believe we're already pretty well positioned. Plus, we
think the opportunity set is going to get better in both
the upstream and midstream space as financial distress
in the industry continues to build.”

—David Miller, EnCap Investments LP

“We recently had an undisclosed $100-million private
investment, focused in a major, low-cost natural gas
shale play.”

—Carl Tricoli, Denham Capital Management LP

ANY CHANGE OF STRATEGY?

“Our strategy is unchanged, although we recognize that

the market for debt and equity is much more challenging,”
—TJeffrey Harris

“We are allocating more time, resources and capital to
acquisitions and other external growth initiatives. Many
public companies are being forced to focus on their liquid-
ity positions and capital structures, allowing our portfolio
companies to make progress on potential acquisitions and
drilling deals in a slightly less competitive atmosphere.”
—Danny Weingeist
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PRIVATE CAPITAL

“Private equity is now concentrating
on investment opportunities where
the issuer already has considerable
production and value in reserves,
and where the use of capital is to
acquire further proved reserves, par-
ticularly under distressed or other-
wise circumstances compelling to
the buy-side. This is private equity’s
ideal scenario, achievable only dur-
ing periods of low commodity prices
and public market disarray. It’s an
opportunity to get serious capital
invested directly or indirectly in low-
risk reserves during a period of
depressed pricing, without competi-
tion from ‘silly,” undisciplined
momentum investors.

“Hedge funds, on the other hand,
at least those still open for business,
are generally concentrating on dis-
tressed structures, capitalizing on sit-
uations where liquidity is crucial
and necessary at almost any price.
The good news is that such capital
is available. The bad is that it’s
priced at what used to be considered
equity rates of return.”

—Cameron Smith

“While there have been periods where
we’ve been more aggressive, or con-
versely, exercised a little more caution
than others, our general strategy over
the past 20 years has been to invest
capital across the cycles, and that con-
tinues to be the case.

“No question, drilling economics
are challenging in some areas, but
we’ve got multiple portfolio compa-
nies in the more attractive resource
plays and we’re continuing to active-
ly provide them with growth capital.
In other cases, we’ve substantially
reduced capital spending and
drilling activity until prices strength-
en and/or service costs subside.”

—David Miller

“In the current environment, Denham
is focused on cash-flowing companies,
assets in need of drilling capital and
balance-sheet remedies. That said, we
continue to seek best-in-class manage-
ment teams seeking start-up capital

that can be effective both through the
drillbit and in the A&D market.”

—CQarl Tricoli

ARE PRIVATE E&PS STILL A
GOOD INVESTMENT?

' “Sure, we think it
is a great time to
make acquisitions
without having to
allocate much, if
any, value to
non-producing
reserves. We
believe there is a

Danny Weingeist, substantial option
Kayne Anderson value to owning
Energy Fund E&P assets if you

have a long
reserve life, especially if you inherit a
large acreage position that is mostly
held by production.”

—Danny Weingeist

“Perhaps more than at any time in
the past five years! Good manage-
ments always know where to find
good investment opportunities.
What they often can’t figure out is
how to capture them at prices that
make sense or when drilling and
other operational costs make post-
acquisition development attractive.
“In the current pricing environment,
access to and cost of capital, not
opportunities, are the only serious
obstacles. As private equity shifts the
cost of capital to the date of exit, rather
than upon formation, both technical
and financial managements are incen-
tivized to get capital to work as early as
possible in the downturn, to create as
much value as possible before the next
cycle inflates its worth.”
—Cameron Smith

“Although an abundance of M&A
opportunities hasn’t emerged as
quickly as we thought it might,
we're convinced they’re coming as
hedges roll off and the industry
approaches the next round of bor-
rowing-base redeterminations.

“Case in point, we just approved

an acquisition of just under $300
million by one of our portfolio com-
panies. Although the deal hasn’t
closed yet, it’s been agreed to by
both parties. The purchase price is
almost 100% supported by PDP
value, and the properties, which are
in one of the premier resource plays,
contain significant development
potential we're paying very little for.
The assets we're buying, by the way,
would have fetched north of a billion
dollars nine months ago. Needless to
say, our company is going to put a
substantial hedge in place to protect
the economics, but the deal will still
have big option value relative to a
rebound in the gas market.

“We also think there are going to
be some interesting farm-in or joint
venture opportunities where our port-
folio companies can assemble attrac-
tive positions without big upfront
outlays for acreage. Regardless of
whether it’s a reserve acquisition or
drill-to-earn deal, we're delighted to
have $3 billion of dry powder as we
head into this market.”

—David Miller

“Absolutely. A
core investment
focus for Denham
is the domestic
and international
E&P sector— in
both private and
public contexts.
b Historically,

Carl Tricoli, Denham has pri-
Denham Capital marily invested
Management in private firms

and we continue

to see good value there. At the same

time, we are seeing a number of

attractive opportunities to partner
with public companies.”

—Carl Tricoli

DO YOU SEE ANY UPTICK

IN THE ECONOMY?

“We feel that it is premature to think
the worst is behind us, so we contin-
ue to focus on investments where
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value can be created over time and
where our downside is reasonable,
quantifiable and mitigated through
risk management activities.”

—Danny Weingeist

“We definitely see the log jam break-
ing—both among operators, as well
as in the financial communities, both
public and private. It takes awhile
before buyers and sellers, whether of
properties or securities, gain confi-
dence that a bottom has been
reached and projections are reliable.
This appears to be building now.
“We see investors in the equity
and debt markets once more begin-
ning to make commitments, as oper-
ators become realistic about what
reserves and production are worth
in this market. It helps that banks
and other financial institutions are
forcing some companies to accept
these realities. But the fact is, bud-
gets are being approved, drilling is
progressing, albeit at a much differ-
ent pace than a year ago, and strong
companies are beginning to make
overtures to the weak. Order is
returning to the universe.”
—Cameron Smith

“That is hard to say. We focus on
investment partnerships that possess
and create intrinsically valuable
enterprises and assets. We feel that
that is an effective mitigant to mar-
ket cycles.”

—Carl Tricoli

YOUR TOP CONCERNS?
“We are watching the health of the
financial system.”

—TJeffrey Harris

“Given that our portfolio companies
have access to equity capital at a
time when many others do not, we
spend considerable time trying to
balance ‘getting the deal’ with trying
to generate a premium return for
our limited partners.”

—Danny Weingeist

“For us, it will be how quickly and
broadly the public markets open up.
The private financing side of our
business has remained strong
throughout this down cycle. The
rationale for creating Rodman
Energy, however, was to add capaci-
ty to do private placements of public
energy securities. To this end, dur-
ing the past six months, we have
taken advantage of the downturn to
add significant personnel in research
and investment banking. We are
prepared as never before to serve
our public energy clients.”

—Cameron Smith

“In my mind, there really have to be
two top concerns. One would be the
uncertainty surrounding the near- to
intermediate-term outlook for natural
gas prices. Or stated differently, how
long is it going to be until the cost
structure for the industry adjusts to a
level necessary to support drilling in
places other than just the Haynesville,
Marcellus and Eagle Ford?

“The second would be what kind of
damage will be exacted on the oil and
gas industry, and ultimately con-
sumers, via much higher hydrocarbon
prices, as a result of the proposed
changes in the tax law. With the rig
count already down 60%, it’s hard to
fathom that anything would be pro-
posed that would further disincen-
tivize E&P companies from drilling.”

—David Miller

“Gas prices and liquidity in the pub-
lic capital markets.”
—Carl Tricoli

ON FORCED LIQUIDATIONS
“We do not think it is a good time
to monetize investments. We are
fortunate to have portfolio compa-
nies with asset profiles and capital
structures that will allow us to be
patient until the market improves.”
—Danny Weingeist

“We have seen most private equity
funds undertake a certain amount of

triage over the past six to nine
months. Paradoxically, most heavily
hit were those with the highest pro-
portion of public companies in their
portfolios. Even those with only pri-
vate companies, however, at the end
of 2008 for the first time were hit by
rule FAS 157, which required man-
agers to ‘mark [their holdings] to
market,” whether or not they intend-
ed to liquidate them any time soon.
This caused many fund managers to
trim commitments or curtail invest-
ments that under other circum-
stances they might have chosen to
manage through.”

—Cameron Smith

“While most of our portfolio compa-
nies have some bank debt in their
capital structure, their use of lever-
age is modest. The average debt-to-
cap is less than 20%. So, we're not
going to be forced to sell anything
in a down market with valuations
depressed.”

—David Miller

“No, Denham has not taken any of
those actions.”
—Carl Tricoli

PARTING SHOTS
“The capital markets, though far
more disciplined than a year ago,
are alive and well. The Rodman
Private Capital Energy Index Survey
at yearend 2008 found that its index
of private capital sources had more
capital available than at any time
over the previous seven years. This
capital has been slow in making
commitments over the past six
months, but that is changing with a
restoration in confidence that com-
modity prices have bottomed out.

“Furthermore, the public markets
are definitely reviving, suggesting
that, come fall, there is every reason
to believe that capital will once
more be available to support well-
founded, financially attractive busi-
ness plans.”

—Cameron Smith
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Falling oil and gas prices and reserve
values created a busy borrowing-base
redetermination season. Here’s what
five bankers say about it, and what they
expect for the rest of the year.

Gary Clouser, Gontributing Editor

gas prices walloped the value of reserves used as

collateral by exploration and production compa-
nies in late 2008 and early 2009. That made for an
interesting season of borrowing-base redeterminations
in April and May. The downdraft has placed added
importance on the usual twice-a-year redetermination
process that values an E&P’s borrowing base and resets
loan values.

Some companies have found themselves in a bind, if
they don’t have the cash or borrowing capacity to make
up the difference between how the reserves were valued
during the origination of the loan and their current
value.

Oil and Gas Investor spoke with five bankers in late
April to see what adjustments were made, and how the
banks view the oil and gas producing sector going for-
ward. Participating bankers were:

Steep declines from historically high oil and natural

e Mark Thompson, senior vice president, energy
division for U.S. Bank, Denver;

e Jim McBride, executive vice president of Capital
One Energy Banking, Houston;

e Dan Steele, senior vice president and manager of
energy lending for Bank of Texas in Houston;

e Jeff Forbis, senior vice president, energy group
head for Sterling Bank in Houston; and,

e Mark Fuqua, senior vice president-manager of
energy lending, Comerica Bank, in Dallas.

Investor What percent of your E&P clients had to make
changes this year, and what was the typical change
required? Was it the interest rate, spread to Libor
(London Inter-bank Offer Rate), the revolver amount, or
its maturity date?

COMMERCIAL LENDING

Banker’s
Roundtable

Fuqua, Comerica Bank The loan redeterminations
were more spread out this year. Instead of all of them
being in the March-May timeframe, some began as early
as January. Those that got in early saw the markets
worsening and wanted to re-do their deals and get it
behind them.

Some of those that came in early actually increased
their loan base to give them more dry powder or flexibil-
ity. They found that other capital sources, such as equi-
ty, debt and hedge funds, had worsened more than
banks. Companies with strong financial profiles some-
times obtained increases in their bank facilities. But,
about 40% of our clients had to make decreases in their
borrowing bases, at an average of about 10%. On exist-
ing loan re-determinations, the Libor spread increased
75 to 150 basis points.

Steele, Bank of Texas I would estimate that a mini-
mum of 80% of redetermined borrowing bases incorpo-
rated changes. The consistent change throughout would
be pricing items. The cost of capital has increased and
banks are seeking an adequate return. Interest rates and
fees have all been adjusted in accordance to market con-
ditions.

McBride, Capital One Libor spreads are increasing,
and we expect that will continue. Spreads today are
about 100 to 150 basis points above where they were
back in July 2008. Up-front fees are generally running
1.5% or more. Most E&P borrowers recognize they have
to compete with other sectors for capital and that bor-
rowing costs have gone up through all industries.

Thompson, U.S. Bank We...expect to continue to be
busy into the summer with redeterminations. While a
few clients have been able to increase their credit facili-
ties and their borrowing bases, most borrowing bases
have decreased or remained unchanged since our fall
2008 redeterminations. This is a noticeable change from
recent years when semi-annual borrowing base increases
became routine.

Banks’ lower oil and gas price decks would, by them-
selves, result in borrowing bases being lower this spring
than they would otherwise be. However, one thing we
noticed is that a number of our clients began cutting cap-
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COMMERCIAL LENDING

ital expenditures last fall, so their
reserve replacement or reserve
growth did not keep pace with our
fall engineering projections. This
resulted in lower borrowing bases
for those clients—a double whammy
for them.

Almost all of our loans have been
re-priced upward by 100-150 basis
points across the grid from a year
ago in recognition of banks’
increased costs of funds, the general-
ly tough credit environment, the
increased credit risk of their situa-
tion, and the importance of waivers,
amendments and modifications they
are requesting.

We started seeing loan re-pricing
about 18 months ago, but almost
every credit action since November
has been accompanied by signifi-
cant up-front amendment fees and
increased Libor spreads. The credit
quality of clients has slipped as a
result of lower oil and gas prices.
Property values, cash flow and the
resultant borrowing bases are
down, commitment utilization is
up, liquidity is down, and clients
that have other debt or are inade-
quately hedged are exploring their
options to de-lever, including selling
properties.

Forbis, Sterling Bank The vast
majority of our clients simply re-
affirmed their BB’s (borrowing bases)
at their current levels. Their hedges
and active drilling programs were
able to offset the reduction in our
price decks. Pricing across the board
increased by about 100 basis points.

Investor What lending challenges do
you foresee for the rest of 2009-do
you think the worst has passed?

Steele A major problem continuing
to plague the industry is product
prices. If prices were to decline
below present levels and remain
depressed, then many compa-
nies/borrowers will be facing a lig-
uidity crisis. It’s difficult to gauge if
the worst has passed. Many indica-
tors point to an ongoing decline. Rig
counts and capex budgets continue
to edge downward and until such
time as these metrics stabilize, it
would be difficult to say the worst
has passed.

Forbis E&P companies with high
utilization rates on their lines of cred-
it will be subject to the most pressure
in borrowing base re-sets. This can
be mitigated by active hedging pro-
grams, insulating them against lower
bank price decks. If commodity
prices remain at their current low
levels, the autumn re-set season may
be the most challenging. Lower

“I think managing exposure to
natural gas prices will be our
biggest challenge in the near term.”

—Jim McBride,
Capital One Bank

“The larger the syndicate, the more
difficult it can be.”

—Mark Thompson,
U.S. Bank

capex budgets mean less drilling and
reserve additions, and hedges will
have rolled off--as such, borrowing
bases may be even lower.

Thompson We clearly saw some
stress in our E&P loan portfolio dur-
ing this spring borrowing-base sea-
son, particularly Gulf Coast produc-
ers whose short-lived properties tend
to make them unusually vulnerable
to low near-term oil and gas prices.

Those who have taken on other
debt in recent years, are currently rel-
atively unhedged, and/or have run
out of liquidity, are very vulnerable
right now.

On the other hand, because of
contango futures prices, clients that
have long-lived properties, are well
hedged, have little other debt,
and/or have some liquidity, should
generally be able to weather a couple
of years of low prices.

We have seen a number of waiver
and modification requests from
clients as they adjust to lower prices.
We expect this to continue through
at least this year as they evaluate
operating performance. We also
expect borrowing bases to continue
to decrease throughout the year, pri-
marily because of the collapse in
development drilling spending that
would be necessary to maintain or
increase borrowing bases in a stable
price environment.

We are generally not seeing
clients hedge their oil and gas price
risk to protect themselves in case
prices go lower than where they
are today.
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McBride There has been an
unprecedented effort by the U.S.
government and governments
around the world to strengthen the
global financial system and support
the global economy, and it appears
these efforts have begun to make a
positive impact. However, I don’t
think anyone can say with certainty
what we face in the future, so we
have to be prepared for a wide range
of potential outcomes. I think man-
aging exposure to natural gas prices
will be our biggest challenge in the
near term.

Fuqua It used to be, if an E&P did
a new deal it was not difficult to get
five-year maturity terms. Now,
probably the maturity of a similar
deal would be three years. Further,
unless commodity prices rebound
considerably, many companies will
be facing additional re-determina-
tions in their borrowing bases in
the fall.

Investor Are you still participating
in or originating syndicated loans?
How has that changed?

Thompson We continue to be a
reliable participant in syndicated
loans, but are looking for opportuni-
ties to take on the lead or co-lead
position. One thing that has changed
noticeably in the syndicated market
is that each participating bank has its
own situation: strengths, weakness-
es, abilities and inabilities. This has
made it difficult for agency banks to
get specific credit actions approved
and closed, and in some cases, diffi-
cult to hold a syndicate togeth-
er. The larger the syndicate, the
more difficult it can be.

Steele Since The Bank of Texas con-
tinues to be a participant in a num-
ber of syndicated transactions, a
number of agent/lead banks continu-
ally contact us to gauge our interest
for particular transactions. Having
capital available for loans tends to
enhance a bank’s popularity and the

Bank of Texas is definitely posi-
tioned to expand its presence within
the E&P sector.

Forbis We are currently accommo-
dating our existing customer base
and considering new clients on a
case-by-case basis.

Fuqua We are originating and par-
ticipating in syndicated loans, and
open to considering more, but for
now, there are not as many opportu-
nities.

McBride More and more banks are
saving their capital for existing
clients. Getting a new deal done

secondary market at a discount, but
our E&P loan commitments grew by
28% to $2.6 billion in 2008, and the
number of E&P clients grew by 21%
(15 new clients).

New deal flow was slow during
the first quarter, but started to pick
up in April. U.S. Bank was focused
on re-determinations this spring,
and new business has come pri-
marily from increased commit-
ments to existing clients, and busi-
ness from other bank products and
services.

We suspect that clients are, or will
soon be, re-loading their balance
sheets with equity from their private
equity providers so they will be in a

today is more difficult and takes
longer to complete. Banks are work-
ing together on some large deals in a
way that is reminiscent of what
occurred in the late 1970s and early
1980s before the days of the syndi-
cation desks. The transaction comes
together only after all banks work
together to determine the terms of
the loans.

Investor Owverall, how do you view
the E&P sector now? Did you acquire
additional E&P loans, at a discount,
in 20082 Did you increase total com-
mitments to E&P loans?

Thompson E&P lending continues
to be the core business of our energy
group (70%), although about 30% of
business is in the midstream and
refining segments. We have not
acquired additional E&P loans in the

“Unless commodity prices
rebound considerably, many
companies will face additional
re-determinations in their
borrowing bases in the fall.”

—Mark Fuqua,
Comerica Bank

position to take advantage of acquisi-
tion opportunities from other clients
that are forced to sell in this low-
price environment.

There is a lot of money on the side-
lines waiting for these opportunities.

FuquaWe had been increasing our
commitment to the E&P sec-
tor. Comerica acquired, at a dis-
count, a handful of loans with an
aggregate value of about $30 mil-
lion-$50 million. Currently, we have
about $2 billion in energy loans and
we expect that level to be steady in
2009, as the demand for credit is
much lower with E&Ps cutting back
spending, reducing it to cash flow
levels and doing substantially less
acquisitions and drilling.

Banks have been through tough
cycles in the past, and realize that
not much, if any, losses occurred
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on E&P or midstream loans.
Energy is still viewed as a pretty
safe place, although banks are
more cautious now and willing to
take less risk.

Steele Bank of Texas views the cur-
rent environment as a time of oppor-
tunity. The bank is very well capital-
ized and declined any TARP
(Troubled Asset Relief Program)
funds. Furthermore, the bank’s
senior management comprehends
the cyclicality of the oil and gas
industry.

Bank of Texas did not acquire any
additional E&P loans by virtue of
buying such loans at a discount,
however, we did expand the loan
portfolio. This growth was fueled by

PRICE DECKS

a focused effort to establish relation-
ships with E&P borrowers who
maintained reasonable leverage and
liquidity.

McBride From experience, we
know that E&P is a solid sector for
lending over the long term. We rec-
ognize the cyclical nature of the
business, but we believe that
through a core understanding of the
sector and a careful evaluation
process, good loans can be made
throughout the cycle.

At Capital One, we do evaluate
the level of commodity price hedg-
ing required to protect the cash flow
for debt service and debt amortiza-
tion. We do not focus on buying
loans in the secondary market.

However, we would consider such
an opportunity if we had a strong
relationship with the management
team and other critical conditions
are met. Our E&P loan portfolio
grew substantially in 2008. We
focused on adding strong companies
that used significant hedging and/or
companies that we were confident
would access the capital markets to
maintain liquidity.

Forbis Sterling Bank was an
active lender to the E&P market in
2008 adding significantly to our
reserve-based portfolio. The bank
remains steadfast in its belief that
a properly structured E&P loan is
one of the lowest risk assets a
bank can have.

Bank of Texas
Based on Nymex
prices, established
on a monthly basis.
A 10% movement
in Nymex within a
month can trigger
a new price deck.
Current oil prices
are: $56 for 2009;
$6.19 for $2010
and $64.28 for
2011. Gas prices
are: $4.91 for
2009; $5.81 for
2010 and $6.25
for 2011. The
bank allows full
credit for hedges
whenever the
borrower has
volumes under
contract.

Comerica
Looking at the price
decks more often.
Price deck for oil
starts at $40 per
barrel and goes up
$5 annually for
three years, until it
reaches $55. Gas
starts at $4.50 and
goes up $1 to
$5.50, then holds
at $6.

U.S. Bank
Nymex-based gas
price deck begins
at $4.50 this year,
stepping up to a
high of $6.25 in
three years. Oil
price deck begins
at $40 this year
(which may be
low), stepping up
to $60 three years
from now. Price
decks evaluated
twice each year,
more often if war-
ranted by recent
price levels or
volatility. The bank
gives borrowing-
base value to
client’s price hedg-
ing arrangements,
and likes to see
clients protect
themselves from
further deterioration
of prices.

Capital One
Using $40 per bar-
rel and $4 per
MMBtu, increasing
to $55 and $5.50,
respectively, over
the next several
years. Consistently
reviews and
makes necessary
changes, but tries
not to overreact
as prices rise or
go down. Honors
the hedges of
clients provided
those hedges

are with strong
counterparties.

Sterling Bank
Historically re-
examined its price
deck quarterly, but
has been more
proactive in the
past six months
given the drastic
reduction in mar-
ket prices. Oil
prices for 2009,
2010, 2011, and
2012 are: $34,
$45, $50, and $55,
respectively. Gas
price deck is
$4.25, $4.50, $5,
and $5.50 respec-
tively. To the
extent a client is
hedged at prices
higher than this
deck, it gives them
credit.
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SINCE 1993 BLUEROCK ENERGY CAPITAL has provided capital ranging
from $1 million to $10 million for reserve-hased acquisitions and monitizations
with associated production enhancement and/or development drilling.

This simple structure results in minimal documentation, with closings generally
in less than 30 days. Closing costs are nominal.

No third party engineering reports — all technical analysis is performed by the
partners of BlueRock Energy Capital.

BlueRock Energy Capital is looking to create long-term relationships with
producers as we assist in growing their business. We are seasoned E&P
professionals who have been active in the oil and gas industry for over 25 years.

Ideal customers will have an established track record, regional expertise,
operational excellence and a definitive development plan.

BLUER OCK

ENERGY CAPITAL, LTD.

www.bluerockenergycapital.com
281.376.0111, ext 303

20445 State Highway 249 | 3 Chasewood Park, Suite 160 | Houston, TX 77070
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INVESTMENT BANKING

State of the Enerxrgy
Capital Markets

Investment bankers look for the equity
and debt windows to open periodically
in 2009

Jeannie Stell, Financial Editor, 0if and Gas Investor

index for exploration and production companies

has declined in value by about 25%. The slump,
with an accompanying halt of merger and acquisition
activity, has also detrimentally affected global invest-
ment banks.

The decline means there could potentially be “a terrif-
ic rebound,” but that may not happen until 2010, says
Tim Perry, Houston-based managing director and head
of E&P for Credit Suisse Securities (USA) LLC, a $25-
billion market cap Swiss investment bank.

“The trick,” he says, “until the rebound brings more
favorable commodity, equity, debt and asset valuations,
is getting through this and having enough liquidity to
get to better times.”

In fact, the firm’s revised price forecasts do point to
better times. For 2009, Credit Suisse’s average gas price
forecast is $4.84 per thousand cubic feet, but somewhat
higher in the fourth quarter than in the second.

For 2010, the forecast rises to $6.50, then to $8 in
2010 and beyond. “At $8 per thousand cubic feet,
most of the plays in North America work very well,
and would show high rates of returns for producers,”
says Perry.

“For oil prices, we are optimistic as well. We’ve fore-
cast a high of $50 per barrel in 2009, $60 in 2010 and
$70 for 2010 and beyond. At those values, there is a
lot of room for upside. We are starting to see a kernel
of hope,” he says.

In fact, the financial market in general has shown
recent signs of recovery. In April, the S&P 500 Index
closed out its best month in nine years—gaining
9.4% and up nearly 29% from the bear-market low of
early March.

However, liquidity is still under a lot of pressure,
Perry says, especially in E&P borrowing-base capacities.
For non-investment grade companies, the percent of
borrowing bases’ utilization rates range from 100% to

Since the beginning of 2007, Standard & Poor’s

20%, with a mean at 50%.

“If you are at 50% of your borrowing base, you might
feel you have quite a bit of availability. But your bor-
rowing-base utilization should be even lower than that,”
he says.

BACK TO CONTANGO

The real challenge could be during the October and
November borrowing-base redeterminations, Perry
says.

Normally banks have flat or even backwardated price
decks, where future prices are lower than today’s prices.
But since the fourth quarter 2008, price decks have
moved into contango.

“In October 2009, if gas prices slip, that contango
could flatten out,” Perry says. “If that happens, or if the
slope starts to decrease, we could see another 20%
decline, which would mean autumn redeterminations
will fall about 40% from first quarter 2009 levels.”

Over the course of the year, there will be windows of
opportunity in capital markets. “They may be very
short, as few as two weeks or six weeks, and will open
and close, but during those times the capital markets
will be available for companies to do financing with
either debt or equity.”

For example, some E&P high-yield BB bonds were
trading below 8% before things started falling apart in
September and October of 2008.

“By December, they were up to 14% on average.
There was a window. Then they came back down in
late January and February 2009 to 9% and 10%.”

The window did not go to waste. In December 2008,
Chesapeake Energy Corp., the largest high-yield issuer
in the E&P space, had bonds quoted at 15.5% coupon.
Six weeks later, by the end of January, Chesapeake’s
bonds were down to 10%. They raised $1.3 billion of
debt at 10.58%.

“Chesapeake took advantage of that window, and we
advise others to do the same,” says Perry.

“In fact, there have been 25 high-yield E&P issues so
far in 2009. Six have been by E&P companies that
raised more than $3 billion of debt. Investment-grade
E&Ps and integrated companies have raised more than
$14 billion. There have also been several equity
issuances that raised almost $2 billion. So several pro-
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Energy Banking Compass

Our team of experienced
energy bankers can

help you cope with your
most pressing challenges.

CIMAREX BOORRRIGH + &LECACK
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INVESTMENT BANKING

ducers have tapped these windows
as they have opened.”

The economic downturn has pum-
meled merger and acquisition activi-
ty, which “fell off a cliff last year” for
E&P companies, he says. Generally,
M&A deal values average about
$15- to $25 billion per quarter.

“The activity for 2008 was very
low, especially in the fourth quarter,
and more than half of that was
Chesapeake’s joint venture with
Statoil in the Marcellus shale. Almost
nothing has happened in 2009.”

VALUES ARE CHEAP

From a buyer’s standpoint, “values
are cheap,” says Perry. Enterprise
values have averaged, since 2003,
about 5.5 times EBITDA. Now the
average is 4.9 times.

Also, now proved gas reserves are
valued as low as $2.34 per thou-
sand cubic feet of gas, near 2003
lows. The amount of wealth and
value that has been created since
then, through better technology, has
been almost completely discounted.

So why isn’t there more M&A
action? Due to the financial freeze,
most potential buyers, even the
majors such as ExxonMobil Corp.,
with more than $30 billion in cash,
are currently focused on preserving
liquidity.

Also, the few assets that have
come to market in 2009 are primari-
ly non-core and of marginal quality.
In the past, they might have been
quickly acquired by strong indepen-
dents or private equity, but now
investors aren’t buying those types
of assets. They are looking for the
crown jewels.

Another reason buyers aren’t bit-
ing is because they have already
acquired volumes of acreage during
the past five years. The land grab is
largely over, and producers have
more than sufficient inventory, so
they are just drilling what they have.
Also, assets that could be up for sale,
such as the shale plays, are “uneco-
nomic at current gas prices, so they
aren’t going to move,” Perry says.

Uncertainty caused by proposed
changes in oil and gas tax structures
and regulations is also having a
chilling effect, causing buyers to take
a wait-and-see attitude.

There’s more. High-yield and sec-
ond-lien debt is trading far below par,
“a dislocation that makes transactions
more complicated,” says Perry.

“In some cases, the assets of the
company are worth less than the
face value of the debt. If you pay the
face value of the debt, the equity
holders get nothing, which incen-
tivizes the board and management
teams not to do a deal.

“Secondly, you can buy the debt
at a discount to par, but if you do
that, should the equity holders get
anything? That causes a real conun-
drum.”

Perry says that during the past five
to ten years, across any industry,
there have only been a handful of
deals done where the debt holders
got less than par and the equity
holders still get something.

“But I think we are going to start
seeing a lot more of that, even
though the debt holders are going to
push against that. After we see a few
deals like that happen, it will
become more commonplace.”

Despite the lack of M&A transac-
tions, some companies are finding
value in working together in the
form of joint ventures. Surprisingly,
these JVs are increasingly involving
the majors.

JVS WITH THE MAJORS

“We have seen a sea change regard-
ing the majors’ interest in North
America during the past year,” Perry
says. “Lately we’ve seen Statoil
come into the Marcellus shale, and
BP in the Fayetteville and
Woodford. These were very signifi-
cant deals, and we think there are
more to come.”

The reason the majors are coming
into the unconventional gas shales is
because the independents have
amassed significant acreage and
reserve potential with long-term,

low-cost finding and development
costs.

Meanwhile, European producers
are eager to learn shale technologies
for possible application in other
areas worldwide—a key factor that
prompted the Statoil-Chesapeake
Energy joint venture.

“Unconventional shale gas is a
very different business than histori-
cally what the majors have done,”
says Perry. “The technical exper-
tise, regulatory requirements and
leasing challenges are different
from their business models and
majors may also be concerned
about losing key people if they do
acquire a company.”

However, Perry does expect to see
an increase in JV activity between
independents and majors, and
between independents and financial
players.

“Once commodity prices rebound,
we think there will be more deal-
making activity,” says Perry.
“Companies will want to re-equitize
themselves. The key to getting from
here to there is liquidity.”

HIGH-YIELD WINDOW
Capital One Bank has also seen
changes, but to that institution,
some of the changes are internal.

“In early 2008, we were very
active in the equity side of the busi-
ness,” says Jim McBride, executive
vice president and managing direc-
tor of Capital One Bank in
Houston, and head of the energy
team. “That is where the firm cut its
teeth— in equity research for E&Ps,
oilfield services and infrastructure.”

But last year after September 15,
the collapse of Lehman Brothers,
and the slowdown in the equity
market, McBride’s group realized
the debt market would probably
come back strong before equity mar-
kets would recover.

“We started trying to position our-
selves in the debt business, and
we've had good success with that,”
he says. The bank acted as senior
co-manager for Petrohawk Energy
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Corp.’s $600-million high-yield
offering and Chesapeake Energy’s
$1-billion high-yield offering, both
in January.

“We also played a part in Plains
Exploration’s $365-million senior
note offering, just as the window
was closing,” says McBride. “We’ve
seen that window start to open up
again with inflows into the high-
yield money market.”

Now, he says, the equity window
is opening, which allows companies
to repair their balance sheets and
pay down some debt. At press time,
the bank had closed or was in the
process of closing equity deals for
GMX Resources, Delta Petroleum
and Brigham Exploration Co.

“E&P stocks are up significantly
over the past month or so. There are
certain small-cap stocks that are up
more than 100%.”

In fact, the recent increase in equi-
ty prices of some E&Ps indicates cer-
tain investors believe that commodi-
ty prices are at or near the bottom
and that now is a good time to start
rebuilding a position in the E&P sec-
tor, he says.

LOOKING FOR A FLOOR
For the economy as a whole,
McBride sees some light on the

horizon, but whether the recovery
will be L- or W-shaped, it is too
soon to tell.

“It feels like we’ve seen a floor in
oil prices. We are still looking for a
floor in gas prices. Gas prices will
probably be higher in 2010 and
2011 than they are now. Once we
see the gas floor, everyone will
breathe a deep sigh of relief.”

For the long term, McBride
would like to see a plan to use
more gas domestically, which
would be beneficial from a number
of perspectives.

“It would create more jobs in this
country. If there were incentives to
cause gas to become considered
more often as a transportation fuel,
I think it would do a number of pos-
itive things for the automobile man-
ufacturing industry” and power gen-
eration, he says.

Meanwhile, many gassy E&Ps,
including those working the
Haynesville and Marcellus shales,
are seeing fairly good rates of
return, even with today’s commodi-
ty prices, he says. But until the
financial markets are clearly open,
these companies will be careful
about the timing of attempting to
access new capital.

Near-term, most of the capital raises

-\

will continue to be debt deals.

“For those companies this year
that did issue debt, their equities
actually traded up,” says McBride,
because investors became convinced
that those producers had sufficient
liquidity to execute their business
and growth plans.

By June, about 70% of Capital
One’s energy clients had been
through their borrowing-base rede-
termination process. “We’ve seen
some reductions in borrowing
bases, but generally speaking, most
companies can work with those
reductions. The companies that
weathered the storm the best were
the ones that had the most hedging
in place and also weren’t fully
drawn [on their revolvers].”

McBride says that, over the years,
he has found that good manage-
ments usually find the best strategy
to pay down debt, whether it is ded-
icating cash flow to pay down debt
or making asset sales.

“We typically only loan 50% to
60% of the value of assets, so man-
agers can sell assets and more
than pay off the borrowing base
that is associated with those
assets.” Also, several of the bank’s
clients have chosen to monetize
hedging programs. ®
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THE RODMAN ENERGY GROUP

CORPORATE SUMMARY:

he Rodman Energy Group

(“Rodman Energy”) is a sector

vertical within Rodman & Renshaw,
LLC (“Rodman”), created in June
2008, when Rodman, a full service
investment bank and for the past
8+ years the number one agent for
Private Investments in Public Equities
(“PIPEs”), purchased COSCO Capital
Management LLC (“COSCO”), for the
previous 17 years the leader in private
placements of private energy securities.
By combining Rodman’s preeminence in
public securities with COSCO’s deep
knowledge of the energy industry and
private finance, Rodman Energy can
now provide its clients the services of
a full investment bank, including
placements of both private and public
stock, M&A and A&D advisory, work-
outs, research coverage, and institutional
and after-market support.

COSCO BACKGROUND:

For seventeen years prior to its acquisition
by Rodman, COSCO had been the
leading advisor to professional investors
in the energy sector and foremost agent
for private placements for small and
mid-cap private and public energy
companies in the U.S. and Canada. Over
the past 8+ years, COSCO and now
Rodman Energy have arranged private
placements of over $1.25 billion, primarily

Rodman Energy Personnel (I-r): James Masters, Craig Campbell, Lane McKay, Bill Weidner, Cameron Smith, Scott Kessey,
Scott Edwards, Emilie Sydney-Smith

comprised of private equity and
mezzanine debt, typically for start-up
and mid-cap energy clients, placed
almost exclusively with energy focused
closed-end funds. Since its inception in
January 1992, COSCO also assisted many
of these professional energy investors,
themselves, particularly in the East, to
develop new investment strategies and
purchase or sell approximately $500 million
of portfolio companies or assets.

RoDMAN ENERGY
VALUE CREATION PROCESS:

Rodman Energy is far more than a
financial advisor and placement agent,
however. Because the COSCO principals
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
now advised over 150 industry clients
and seen, literally, thousands of business
plans and proposals, Rodman Energy
personnel can often understand even
better than managements, themselves,
what constitutes their particular strengths
and competitive advantages. Rodman
Energy typically provides major
assistance in refining its private clients’
investment strategies and improving
their presentations. It can also help effect
mergers, acquisitions, or sales, and it has
arranged several secondary placements
for individual investors, as well as entire
portfolios for funds, themselves.

$430+ Million in Energy Mandates Since 2007, Alone.
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RoDMAN ENERGY PERSONNEL:

Cameron Smith, a Rodman Senior
Managing Director and Head of Rodman
Energy, for over 15 years prior to founding
COSCO in 1992 worked in industry as
a geologist and then ran various E&P
companies in the U.S. and Canada.
Bill Weidner, Managing Director, also
worked as a geologist, then for a
commercial bank, finally as a proprietary
investor with RIMCO, a mezzanine
lender, before joining COSCO in 1997.
Lane McKay, Managing Director and
head of Rodman Energy in 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. Finally, Scott Kessey, Rodman
Energy’s fourth Managing Director,
served as a principal financial officer for
a number of Houston-based E&P and
service companies, prior to joining
COSCO in 2000.

In addition to its managing directors,
Rodman Energy has built a strong team
of supporting investment bankers in New
York, Houston, and Calgary, providing
depth and diversity of experience.
Rodman Energy also enjoys a network
of colleagues in Dallas, Oklahoma City,
Tulsa, Denver, Calgary, London, Sydney,
and Caracas, who assist it to source and
investigate new investment opportunities.

RoDMAN ENERGY SERVICES:

Capital Formation. Rodman Energy’s
strengths are in knowing intimately
the current investment criteria of private
and public energy investors and which
energy companies, managements, and
projects meet their investment goals. The
investor intelligence stems from Rodman

Energy constantly marketing specific
transactions, as well as conducting
surveys and hosting or moderating
conferences focused on energy financing.
Rodman Energy’s industry acumen
reflects the technical and operational
training of its personnel. Rodman Energy
has earned investor confidence through
its consistent application of The Rodman
Energy Value Appreciation Process™,
which begins with a frank assessment of
a client’s management and the company’s
financial status and competitive position
and value in the marketplace. If a
financing is required and appears
feasible, it then assists private clients to
prepare necessary descriptive documents
and marketing materials, arrange meet-
ings with likely financing candidates,
negotiate agreements, and close on terms
fair to all stakeholders.

Advisory. Rodman Energy provides
financial, investment/divestiture, and
general business advice to both industry
and professional investors, alike. For
investors, services include consultation
on investment strategies and execution,
specific due diligence, and peer compar-
ison. For private and public energy
companies, Rodman Energy provides
sound business and financial advice
designed to focus managements on their
own competitive advantages, business
opportunities, and financing potential.
For its private clients, Rodman Energy’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, Rodman Energy is
well positioned to match industry clients
with acquisition, divestiture, or merger
candidates. Also, because Rodman Energy
has close working relationships with

most 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.

RoDMAN & RENSHAW, LLC

Rodman is a full-service investment
bank dedicated to servicing companies
that have significant recurring capital
needs due to their growth and develop-
ment strategies. It also provides research
and sales and trading services to
institutional investor clients that focus
on such companies. Since 2003, Rodman
has been a leading investment banking
firm to the biotechnology sector, a
capital intensive market segment, as
well as a leader in the PIPE and RD
(registered direct placements) transaction
markets. Over the past 4 years, Rodman
has raised in excess of $3 billion for
its clients and is currently ranked by
Sagient Research Systems, Inc as the # 1
Placement Agent among full service
investment banks for PIPE financing
arrangements, having for the past
thirteen quarters in a row completed
more PIPEs than any other investment
bank on or off Wall Street.

In May 2008, Rodman expanded its
focus beyond biotechnology into the
natural resource arena by purchasing
Miller, Mathis & Co, arguably the
leading investment bank dedicated to
minerals and mining, and, then, in June,
COSCO, thus dramatically enhancing its
capabilities in both sectors. Since then,
Rodman has demonstrated further its
dedication to energy by hiring Jeff
Hayden as a senior energy analyst and
building up an energy research team
around him in Houston, as well as
adding two junior and one senior
investment bankers to augment Rodman
Energy’s COSCO core.

Ehe Rodman
nergy

dman
enshaw

Rodman & Renshaw, LLC Member SIPC, FINRA

roup

ForR RODMAN ENERGY INFORMATION, PLEASE CONTACT:

Cameron O. Smith

Senior Managing Director New York NY  212-430-1792 cos@rodm.com
William E. Weidner

Managing Director Simsbury CT 860-658-6700 wew@rodm.com
Lane W. McKay

Managing Director Calgary AB 403-237-9462  lwm@rodm.com
T. Prescott Kessey

Managing Director Houston TX 713-654-8080  tpk@rodm.com




CAPITAL SOURCES

Finding Capital:
A Directory

I = Investment Banking; C = Commercial Banking; M = Mezzanine; P = Private Equity/Debt; and A = Arranger/Advisor.
To update or correct an entry, please contact Jeannie Stell at jstell@hartenergy.com.

3i Plc (P)

Mike Sibson

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

Accel Partners (P)
Craig Lawrence
650-614-4800
siliconvalley@accel.com

Acumen Capital Fin. Partners (I)
Robert Cooper

(403) 571-0530
rcooper@acumencapital.com

Aegis Energy Advisors (I&A)
Rodney Triplett

212-245-2552
ririplett@aegisenergy.com

Aegon USA (P)

Terry L. Allred

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

Albrecht & Associates, Inc. (A)
Harrison Williams
hwilliams@albrechtai.com

Alerian Capital Mgmt. LLC (P)
Gabriel Hammond
214-740-6047

gh@alerian.com

Altira Group (P)

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

Amegy Bank (C)

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

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

NA

American National Bank (C)
Kevin Donaldson
303-394-5067
kdonaldson@anbbank.com

Ammonite Capital Partners L.P. (A)
G. Wartield Hobbs

203-972-1130
skiphobbs@ammoniteresources.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 (CEO)
212-521-3800
info@axiomcapital.com

Banc of America Securities (I)
Scott Van Bergh

646-855-1103
scott.vanbergh@bofasecurities.com

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

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

Bank of Scotland (C)

Richard Butler

713-651-1870
richardbutler@bankofscotlandusa.com

Bank of Texas (C)
Dan Steele
713-289-5865
dsteele@bokf.com

Bank of the West (C)

Todd Berryman

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

Barclays Capital (I, C, M, P and A)
Gregory Pipkin

(713) 236-3954

gpipkin@barcap.com

Barlow Capital (P)
Andrew Shortreid

(250) 385-3333 ext. 3
ashortreid@barlowcp.com

BB&T Capital Markets (I)
William G.M. Tornabene
804-780-3242
wtornabene@bbandicm.com

BBVA Compass (C)

Dorothy Marchand

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

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

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

Blackstone Group, The (P)
David Foley

212-583-5832
foley@blackstone.com

BlueRock Energy Capital (M)
Allen Shook

281-376-0111 ext. 301
ashook@bluerockenergycapital.com

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

BNP Paribas (C)

Barton Schouest

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

Bovaro Partners (A)

Joe Valis

410-347-0817
jvalis@bovaropartners.com
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Houston
Boston
London
Séao Paulo

Short Hills

www.denhamcapital.com

Powerful Partnerships
Extraordinary Results

At Denham Capital, a leading private equity firm,
we understand the power of joining forces with
our partners. Together, we can create extraordinary
results. Denham specializes in energy and
commodities, delivering solution-oriented capital
based on our deep operational and financial
experience.

Denham thinks broadly and embraces opportunity.
We are unconstrained — by industry sector,
geographic boundaries or stage of development.

We welcome the opportunity to bring our financial
resources, industry knowledge and operational
expertise to your business. Working together, we
can create lasting value. The right partnership
makes all the difference.

”i DENHAM CAPITAL




CAPITAL SOURCES

Brean Murray, Carret & Co. (I1&A)
William McCluskey

212-702-6500

mecluskyw@bmaur.com

Brittany Capital Group (A)
Raymond Mendez
212-265-6046
rm@britcap.com

Broadpoint Inc. (I)
Jennifer Medcalf
281-501-4700

NA

Brown Brothers Harriman
Private Equity (P)

John Oestreich
212-493-8402
john.oestreich@bbh.com

Brycap Investments
Bryan Patton
214-686-0630
brycap@swbell.net

BSI Energy Partners (P & M)
Dustin Gaspari

214-520-9628
dgaspari@bsienergypartners.com

C.K. Cooper & Company (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, M, P & A)
Dennis Petito

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

Canaccord Adams (I)
Christian Gibson
713-331-9439

NA

Capital One Energy Banking (C, I & A)
James McBride

713-435-5332
james.mcbride@capitalonebank.com

Capital Solutions Bancorp (C)
Carlos Weil

800-499-6179
cweil@capitalsolutionsbancorp.com

CCMP Capital Advisors (P)
Christopher Behrens

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

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

CIT Energy (C)

Brian Kerrigan
713-237-1139
brian.kerrigan@cit.com

Citigroup (I)

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

Citigroup Global Markets (I)
Douglas Blagdon
212-816-0859
caiwebmaster@citi.com

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

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

NA

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

Community National Bank (C)
Rick Mitchell

432-685-8400
rmitchell@cnbtx.com

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

Coppermark Bank (C)

Bob Holmes

405-945-8100
bholmes@coppermarkbank.com

Cormark Securities (I)
Ron MacMicken
403-750-7206
rmacmicken@cormark.com

Corporate Development Capital (I)

Chris Mendrop
719-632-8341
cmendrop@cdcapital.com

Credit Suisse Securities (USA) (I)

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

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

NA

DCMB Securities, LLC (I)
John W. Donovan Jr.

(713) 812-9887
jwd@donovancap.com

D. E. Shaw & Co. (M&P)
Todd A. Overbergen
713-292-5402
todd.overbergen@deshaw.com

Deerpath Capital
Management (I, M &P)

David Vavrichek

646-786-1023
dvavrichek@deerpathcapital.com

Denham Capital Management LP (P)
Carl Tricoli

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

Deutsche Bank (C)
Michael Hafner
832-239-3100

NA

Deutsche Bank Securities (I)
Michael Hill

212-250-0413

NA

The Dillard Anderson Group (A)
Max Dillard

281-873-6100
mdillard@dillardanderson.com

DnB NOR Bank (C)
A’smund Ska'r
832-214-5801
asmund.skar@dnbnor.no

Dominick & Dominick Secs (I)
Andy Gustajtis

416-369-6922
info@dndsecurities.ca

Donovan Capital LLC (P & A)
John W. Donovan Jr.
713-812-9887
Jjwd@donovancap.com

Dundee Securities (A)

Ali Bhojani

403-268-7433
abhojani@dundeesecurities.com

Dymas Capital Management (P)
Kenneth B. Leonard
312-755-8120
kleonard@dymascapital.com

DZ Bank (C)

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

Emerging Equities (A)
Keith Carter
403-216-8200
kcarter@eei.to

Emerging Markets Finance
International (I)

John H. Works Jr.
720-932-8866
johnworks@emfi.biz
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CAPITAL SOURCES

EnCap Investments LP (P)
Marty Phillips

713-659-6100
mphillips@encapinvestments.com

Enercana Capital Ltd. (P)
Charles K. Thompson
212-823-1930

NA

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

Energy Special Situations Fund (P)
Tim Sullivant

713-869-0077
tsullivant@ESSFunds.com

Energy Spectrum Advisors (I&A)
Charles M. Lapeyre

214-987-6123
Charlie.Lapeyre@energyspectrum.com

Energy Spectrum Capital (P)
James P. Benson

214-987-6103

Jim. Benson@energyspectrum.com

Energy Ventures (P)

Bob Schwartz

281-768-6722
bob.schwartz@energyventures.no

Enstream Capital (I1&A)

J. Daniel Mooney, CPA CFA
214-468-0900
dmooney@enstreamcapital.com

Eschelon Energy Partners (P&A)
Thomas Glanville

713-546-2621
tsg@eschelonenergypartners.com

FBR Capital Markets (I)
Charles K. Thompson
212-457-3315
cthompson@tbr.com

First Associates Investments (I)
Charlie Pennock

416-864-2059
cpennock@firstassociates.com

First Diversified Financial Services (A)
Robert Hodges

281-340-2020

rlhodges@fdfs.com

Enstream Capital

Energy Investment Banking

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

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

403-262-0600
jschambers@firstenergy.com

Five States Energy
Capital LLC (P & M)
Gary Stone
214-363-3008
capitalinfo@fivestates.com

Fortis Capital (M,P)
Darrell Holley
214-953-9307
darrell.holley@us.fortis.com

Fox-Davies Capital (A)
Harry Sutherland

44 20 7936 5200
deals@fox-davies.com

Fraser Mackenzie Ltd. (I)
]J.C. St-Amour
416-955-4777
je@frasermackenzie.com

J. Daniel Mooney, CPA, CFA

Managing Director

Securities Offered by Enstream Capital Securities, LLC

100 Crescent Court, Ste. 700
Dallas, TX 75201
214.468.0900
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CAPITAL SOURCES

Frost Bank (C)

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

Galaxy Capital Corp. (I)

Jim Hogue

970-577-8327
jehogue@galaxypartnersipo.com

Galway Capital LP (I)
Hal Miller
713-952-0186
hmiller@galwaylp.com

GasRock Capital LLC (M & P)
Lynn Bass

713-300-1400
Ibass@gasrockcapital.com

GE Energy Financial Services (P)
Colin Nisbeth

303-893-9876

NA

Global Energy Capital LP (P)
Russell Sherrill

713-547-4691
rtssell@geclp.com

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

Goldman Sachs (I, C, M, P & A)
F. Brady Parish

(713) 276-3504
brady.parish@gs.com

Greenhill Capital Partners (P)
V. Frank Pottow

212-389-1515
frottow@greenhill.com

Growth Capital Partners (I)
John MacNabb

281-445-6611
jmac@growth-capital.com

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

Harwood Capital (I)

Tom Swaney

510-658-6398
tswaney@harwoodcapital.com

Haywood Dorland Energy Capital
Steven R. Pottle

914-602-2801

hdenergycapital.com

Haywood Securities (I & A)
Bill Kanters

403-509-1991

NA

HM Capital Partners (P)
Joe Colonnetta
214-740-7342
jeolonnetta@hmtf.com

Houlihan Lokey (I & A)
Scott Baxter
212-497-7969
sbaxter@hl.com

Howard Weil (I)
Matthew P. LeCorgne
504-582-2692
mattl@howardweil.com

Hunt Energy Enterprises (P)
Victor Liu

510-658-6398
vliu@huntpower.com

Hunter Wise Financial Group (I)
Sid Shaver

713-843-4996
sshaver@hunterwise.com

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

ING Capital LLC (I, C)
Charles Hall

713-403-2424
charles.hall@americas.ing.com

Intervale Capital (P)
Curtis Huff

713-961-0118
curtis@intervalecapital.com

Invico Capital Corp. (P)
Douglas Pigot
403-540-6067
dpigot@invicocapital.com

Ionic Capital Corp. (M)
Michael Atkinson
604-689-1428

NA

Jefferies Randall & Dewey (I1&A)
David Rockecharlie

281-774-2083
drockecharlie@jefferies.com

Jennings Capital (A)
Robert G. Jennings
403-292-0970

NA

Johnson Rice & Company (I)
Greg Miner

504-525-3767
gminer@jrco.com

JPMorgan Securities (I, C, M, P, A)
Doug Petno

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

Kayne Anderson Capital Advisors (I)
Robert V. Sinnott

310-284-5508

rsinnott@kayne.com

Kayne Anderson Energy Funds (P)
Danny Weingeist

713-655-7351
dweingeist@kaynecapital.com

Kenda Capital (P)

Eugene Murphy

713-623-5969
Eugene.murphy@kendacapital.com

KeyBanc Capital (C&I)
Thomas Rajan
214-414-2580
trajan@keybancem.com

KRG Capital Partners (P)
Mark King

303-390-5014
mking@~krgcapital.com

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

212-409-2120
phblum@ladenburg.com

Lane Capital Markets (I)
John Lane

203-255-0341
jdlane@lanecapitalmarkets.com

Lazard Ltd. (A)

Bruce Bilger
713-236-4600
bruce.bilger@lazard.com

Leede Financial Markets (A)
Michael Zwack

403-531-6868
rmzwack@leedefinancial.com

Lime Rock Partners (P)
Townes Pressler
713-292-9508
tp@Irpartners.com

Lone Star Securities (A)
Joseph Ireland

972-701-8620
irelandj@lonestarsecurities.com

Macquarie (I)

Dan Ciristall
403-218-6660
dan.cristall@macquarie.com
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CAPITAL SOURCES

Macquarie Bank Ltd. (M, C & P)
Paul Beck

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

Macquarie Capital (I, C, P&A)
Robert J. Brooks

713-275-6302
bob.brooks@macquarie.com

MC Energy Services (M)
Akio Nio

214-978-8984
akio.nio@mcenergyservices.com

Metalmark Capital LLC (M)
Vanessa Adler

832-242-6766
vanessa.adler@metalmarkcapital.com

MGI Securities (I&A)
James Andrews
416-864-6477
jandrews@mgisecurities.com

Meagher Oil & Gas Properties (A)
Matthew Meagher

303-721-6354
mmeagher@meagheroil.com

Midkiff & Stone Capital Group (I)
Mick Midkiff

713-667-2902

NA

Mitchell Energy Advisors (A)
Michael W. Mitchell

469-916-7484
mmitchell@mitchellenergypartners.com

Mitchell Energy Capital (A&I)
Mynan Crockett Feldman
469-916-7485
mfeldman@mitchellenergypartners.com

Mizuho Corporate Bank (C)
John Grandstaff

713-499-4800
john.grandstaff@mizuhocbus.com

Morgan Keegan (I)

Kevin Andrews

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

Morgan Stanley Capital Partners (I)
Carl Contiguglia

212-761-7258
carl.contiguglia@morganstanley.com

Municipal Energy Resources (P)
Robert Murphy

713-888-3300

robert. murphy@munienergy.com

National Bank of Canada (C)
David Dingwall

403-294-4983
ddingwall@nbc.ca

Natixis (C & I)

Tim Polvado
713-759-0971
timothy.polvado@natixis.us

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

Neidiger, Tucker, Bruner (I)
Anthony Petrelli
303-825-1825
tpetrelli@ntbinc.com

New Stream Capital (M & P)
Roger Eustance

203-431-0330
reustance@newstreamcapital.com

KEITH J. BEHRENS

Managing Director
keith.behrens@stephens.com
214-258-2762

BRADLEY D. NELSON

Managing Director
brad.nelson@stephens.com
214-258-2763

LITTLE ROCK ATLANTA DALLAS HOUSTON

Stephens Inc. is pleased to announce the formation of our

ENERGY INVESTMENT BANKING GROUP

and the following appointments

JOSEPH ALLIO

Associate
joe.allio@stephens.com
214-258-2764

STEVEN L. HANKS

Analyst
steve.hanks@stephens.com
214-258-2765

300 CRESCENT COURT
DALLAS, TX 75201
877-749-9991

Stephens Inc.

Investment Bankers

JACKSONVILLE NEW YORK WASHINGTON, DC

RONALD S. MONTALBANO, CFA

Managing Director
ron.montalbano@stephens.com
713-933-0381

WILLIAM E. PAGE

Vice President
will.page@stephens.com
713-933-0376

1990 POST OAK, SUITE 1300
HOUSTON, TX 77056
713-933-0380

LONDON STEPHENS.COM MEMBER NYSE, SIPC
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CAPITAL SOURCES

NGP Capital Resources (P&M)
John Homier

713-752-0062

info@ngpcre.com

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

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

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

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

Pareto Securities (I)
Eveline Meinich

+47 22 87 87 00
eveline.meinich@pareto.no

Park Cities Bank (C)

Bo Conrad

214-370-4500
beonrad@parkcitiesbank.com

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

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

713-621-8100

aparks@pphb.com

Pathfinder Capital Advisors (I)
Harry Chernoff

703-434-1215
chernoff@pathfindercap.com

Patriot Exploration (M)
Jonathan Feldman
203-346-2476
jfeldman@patriotexploration.com

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

Petrobridge Investment
Management (M)

Rob Lindermanis
713-490-3861
robl@petrobridge.net

PetroCap (P)

John Sears
214-871-7967
jrsears@petrocap.com

PetroGrowth Advisors (I & A)
Grant Swartzwelder
972-831-1300
grant@petrogrowth.com

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

Pine Brook Road Partners (P)
Howard Newman

212-661-9175
hnewman@pinebrookpartners.com

Plexus Capital (A)

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

PLS Energy Capital Services (A)
Rich Bernardy

713-600-0136
rbernardy@plsx.com

PNC Business Credit (G, I & M)
John Tyler

214-871-1257
john.tyler@pnc.com

Post Oak Energy Capital (P)
Clint Wetmore

713-554-9404
welmore@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 Capital Corp. (M & P)
John Barry

212-448-1858
jbarry@prospectstreet.com

Prosperity Bank (C)

Joseph Massey

214-521-4800
joseph.massey@prosperitybanktx.com

Prudential Capital Group (P)
Randall Kob

214-720-6200

randall. kob@prudential.com

Quantum Energy Partners (P)
David Bole

713-452-2000
dbole@quantumep.com

Raymond James & Associates (I)
Howard House

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

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

RBC Richardson Barr (I)
Scott Richardson
713-585-3300
scott.richardson@rbccm.com

RBS Global Banking Markets (I)
Phillip Ballard

713-221-2418
phillip.ballard@rbs.com

Red Oak Capital Management (P)
James M. Whipkey

713-963-0099
whipkey@redoakcap.com

Research Capital Corp. (I)
Andrew Selbie

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

Riverstone Holdings LLC (P)
Peter R. Coneway
713-357-1400
peter@riverstonellc.com

Rivington Capital Advisors (I)
Scott Logan

303-225-0900
slogan@rivingtoncap.com

Rockland Capital Energy (P & M)
Scott Harlan

832-585-0035
info@rocklandcapital.com

Rodman Energy Group (I, M &A)
Cameron O. Smith

212-430-1792

cos@rodm.com

Roser Ventures LLC (P)
Chris Roser
303-443-7924
croser@roserventures.com

Roundrock Capital Partners (M)
Peter Vig

214-661-3185
pvig@roundrockcapital.com
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FOCUSED ON YOUR SUCCESS

At the global corporate and investment
banking business of the Scotiabank Group, we remain
committed to client success. Our superior industry
expertise and strong execution capabilities continue
to deliver outstanding results. We offer best-in-class
equity, debt, corporate lending and capital markets
solutions for oil and gas companies throughout North
America. Our capital markets platform also provides
energy derivatives to help businesses manage their
risk exposure. And Scotia Waterous, our global oil &
gas M&A arm, delivers superior advisory solutions to
the industry.

At Scotia Capital and Scotia Waterous, our superior
insight delivers outstanding results.

When matters.

www.scotiawaterous.com




8th Annual

STRATEGIES AND
OPPORTUNITIES

SEPTEMBER 1-2, 2009 ¢ THE FAIRMONT ¢ DALLAS

PRESENTED BY

..
%%d (’anr Inves%or.com ASD WATCH ©

What is the outlook for A&D activity for the second half of 2009 and beyond? The latest
developments and anticipated changes in the evolving A&D landscape will be among the
topics discussed at the 8th annual A&D Strategies and Opportunities conference. Potential
buyers will learn current price metrics and forward-market condition, and techniques in the
pre-emptive purchase of bankruptcy-bound asset-owners. Potential sellers will discover the
newest best practices in divestment and how to hold onto their portfolios.

NEW THIS YEAR
Public Capital Markets, And Forecasts For The
The “Let’s Make A Deal’”’ Lab! Fall Redetermination Season

at A&SD-The m)rkshop Pressure In The Marcellus: Readying For
Distressed Selling

The New PUD: What Public Producers Can Show
Investors, And Buyers Might Have To Pay For

Distressed Sellers: How To Buy Them
Pre-Bankruptcy

Participants will group into virtual
buyers and negotiate on deals.
Expect some debate! And, expect
some surprises: the deals will be
based on real packages from

the A&D Watch archives! Price-Metrics Comparison--From Mostly
Acreage Assets, To Mature, Proven

SPONSORED BY

S

& I NETHERLAND, SEWELL
ExCap Inviervents ILp. NosLeRovaties, inc.  INEGUAM s associares e,

OIL AND GAS ACQUISITION IS OUR BUSINESS.®

The Qil&Gas Asset TUDORPICKERING W o~

CLEARINGHOUSE  HOLT&CO: $ Scotia Waterous ™

Registration Now Open

www.hartenergyconferences.com



CAPITAL SOURCES

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

Rundle Energy Partners (A)
Tom Caldwell

403-298-9729
tcaldwell@rundleenergy.com

RZB Finance (P)
Stephen Plauche
713-260-9697
NA

Sandefer Capital Partners (P)
Jeft Sandefer

512-495-9925
jsandefer@sandefer.com

Sanders Morris Harris (I)
Bruce McMaken
713-250-4283
bruce.mcmaken@smhgroup.com

Sayer Securities Ltd. (A)
Alan Tambosso
403-266-6133
atambosso@sayeradvisors.com

SB Energy Partners (P & M)
Mitch Solich

303-893-5007
msolich@sbepartners.com

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

Scotia Capital (I)

Mark Ammerman

713-759-3441
mark_ammerman@scotiacapital.com

Scotia Waterous (I&A)

Adam R. Waterous

403-261-4240
adam_waterous@scotiawaterous.com

Siemens Financial Services (C, M &P)
Kirk Edelman

732-590-6500
kirk.edelman@siemens.com

Simmons & Co. International (I)
Matt Simmons

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

SMH Capital (I)

Sylvia K. Barnes
713-220-5124
sylvia.barnes@smhcapital.com

Societe General (C)

Bet Hunter

713-759-6330

elizabeth. hunter@sgcib.com

Southern Producer Services (A)

Carl Carter

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

Southwest Securities (I)
Stephen P. Bishop
214-859-6656
sbishop@swst.com

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

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

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

Starlight Investments (I)

Steve Crower

832-771-3888
scrower@starlightinvestments.com

Stellar Energy Advisors (A)
John McCallum

44 20 7493-1977
johnmeccallum@stellarlimited.com

Stephens Inc. (I)

Keith Behrens
214-258-2762
keith.behrens@stephens.com

Flexible |
: : Ex .

Since its inception, the D. E. Shaw group's
direct capital unit has provided over $1 billion

Str rt
-,

Houston

New York City
Washington, D.C. Area
San Francisco

Los Angeles Area

London

of debt and equity capital to more than 30 E&P,
midstream, energy services, and alternative
energy companies throughout North America.

We structure capital solutions in amounts
ranging from $10 million to $100 million to meet
the unigue needs of small and midsized energy
companies that are not fully served by traditional
capital providers.

Our large pool of committed capital provides us
with the flexibility to invest at all levels of the
capital structure, including equity, debt, and
hybrid packages.

Beyond our flexible capital base, we offer many
years of experience, a collaborative and collegial
approach, and the ability to execute quickly
and reliably.

Todd A. Overbergen, Director, (713) 292-5402
John Griggs, Director, (713) 292-5409
Kenneth Debow, Vice President, (713) 292-5405
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CAPITAL SOURCES

Sterling Bank (C)

Jeff Forbis

713-507-7918
jeff.forbis@banksterling.com

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

Stifel Nicolaus & Co. (I, A & P)
Alexsander Stewart
443-224-1407
amstewart@stifel.com

Stonehenge Growth
Capital LLC (M & P)
Nemesio J. Viso
225-408-3256
njviso@stonehengegce.com

Stonington Corp. (A)
Bill Forster
212-551-3550
wdf@uwforster.com

Sumitomo Mitsui Bank (C&I)
Jim Weinstein

212-224-4120
jweinstein@smbcif.com

SunTrust Robinson
Humphrey (I, C, M & P)
Jim Warren
404-588-7824
Jim.warren@suntrust.com

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

713-615-7400

kurt.talbot@tcw.com

TD Securities (I & C)

Don Warmington

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

Tecton Energy LLC (P)
Jack Schanck
281-668-8068

NA

Tejas Securities Group (I&A)
Zachary Landry

512-233-7655
zlandry@tejassec.com

Tenaska Capital Management
Chris A. Leitner

402-691-9571

NA

Texas Capital Bank (C)

Chris D. Cowan

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

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

Thomas Weisel Partners (I)
Keith Harris

416-815-0888

NA

Tortoise Capital Resources (P)
Dave Henriksen

913-981-1020
dhenriksen@tortoiseadvisors.com

TPH Partners LLC (P)
Joe Foster

713-333-7136
jfoster@tudorpickering.com

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

Triumph Securities (I, M&P)
A.T. (Ted) Stautberg
212-850-2530
atstautberg@triumphsecurities.com

Tudor, Pickering, Holt & Co. (I & P)
Bobby Tudor

713-333-2997
btudor@tudorpickering.com

UBS Investment Bank (I)
Stephen Trauber
713-331-4630
stephen.trauber@ubs.com

UKB Capital Management LLC (A)
John J. Mahar

212-580-8553
jjmahar@ukbcapital.com

Union Bank of California (C)
Carl Stutzman

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

U.S. Bank (C)

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

Ventana Capital Advisors (A)
C. John Thompson
713.666.7717

circlet@pdq.net

Vulcan Capital Management (P)
Ford F. Graham

212-980-9520
fgraham@vulcancapital.com

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

Wellington West Capital Markets (I)
Jeff Reymer

403.781.2712

Jreymer@uwwcm.com

Wells Fargo (C)

Kyle Hranicky

713-319-1980
kyle.hranicky@uwellsfargo.com

Wells Fargo Energy Capital (M)
Mark Green

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

West Coast Asset
Management (P & M)
Atticus Lowe
805-653-5333
alowe@wcam.com

West Texas National Bank (C)
Sid Smith

432-685-6520

ssmith@winb.com

Western National Bank (M & A)
Jack Herndon

432-570-4181
jackh@westernnb.com

Westlake Securities (1)
Michael McAllister
512-314-0711
mike@uwestlakesecurities.com

WestLB AG (C & A)

Tan Schottlaender
713-963-5211
ian_schottlaender@uwestlb.com

Westport Energy Partners (P)
Thomas Kalb

203-341-8900
tjkalb@uwestportnrg.com

W. G. Nielsen & Co. (I)
Ron Barber
303-830-1515
rbarber@uwgnielsen.com

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

Wolverton Capital Markets (I)
Tan Thomson

403-218-0259
Ian.thomson@uwolvertoncapital.com

Wunderlich Securities (I&A)
James Harwood
901-251-2233
jharwood@wundernet.com

Wynnchurch Capital
Michael Teplistsky
847-604-6100
mteplitsky@wynnchurch.com

Yorktown Partners LLC (P)
Peter Leidel

212-515-2100
pleidel@yorktownenergy.com

Yorkville Advisors (I)

Rich Brand

201-985-8300
rbrand@yorkvilleadvisors.com
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WELLS

FARGO

Wells Fargo Energy Group

Insight from yesterday, ideas for today,
committed to tomorrow.

We’ve been financing energy for over 30 years, so we know the challenges you face.
We can help you finance your growth with customizable solutions that provide capital
when and how you need it. Call us today. Let’s talk about your plans for growth.

energy@wellsfargo.com
713-319-1900 Together we’ll go far

® 2009 Wells Fargo Bank, N.A. All rights reserved.
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