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STRICTLY CONFIDENTIAL

Macquarie Group
A DIVERSIFIED, GLOBAL FINANCIAL SERVICES ORGANIZATION

MACQUARIE GROUP AT A GLANCE

 Global provider of banking, financial advisory, investment and funds management services in all major financial 
markets

 Macquarie Group Limited, Australian Securities Exchange-listed (ASX: MQG)

 Total assets under management ~ US$307 billion1

 More than 13,200 employees in over 28 countries globally 

 Macquarie Group comprises Macquarie Bank Limited and its affiliates and subsidiaries

GLOBAL PRESENCE

THE AMERICAS
29 LOCATIONS

EUROPE, AFRICA
AND MIDDLE EAST
17 LOCATIONS

ASIA-PACIFIC
18 LOCATIONS

AUSTRALIA
9 LOCATIONS
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1. as of December 31, 2009, including proforma AUM for Delaware Investments
All figures are as of December 31, 2009, unless otherwise noted.
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Fixed Income, Currencies and Commodities 
Group

ENERGY NORTH AMERICA

 Senior Debt

 Project and 
Structured Finance

 Subordinated Debt

 Mezzanine Debt

 Equity Capital

 Corporate 
Restructurings and 
Recapitalisations

 Energy Trading

 Derivative Finance

 Derivative Risk 
Management

 Hedge Book 
Restructurings

 Volumetric 
Production 
Payments
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■ Energy Trading

■ Physical Natural Gas 
Marketing

■ Physical Natural Gas 
Origination and 
Structuring

■ Natural Gas 
Derivatives

■ Natural Gas 
Transportation

■ Natural Gas Storage

■ Risk Management 
Services

Fixed Income, Currencies                                              
and Commodities Group

Metals & Energy 
Capital 

Houston

Energy Markets 
Division

New York & Houston

Macquarie Cook Power     
Houston

Macquarie Cook 
Energy 

Houston & Calgary

■ Term and Cash 
Trading, PJM and 
WECC

■ Power Development 
& Acquisition 
(Renewables & 
Fossil)

■ Real-Time Desk and 
Scheduling Services

■ Long-term Power 
Plant Hedges

■ Load Shaped 
Products

■ Options, Derivatives

■ Energy Management 
Services 
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Derivative Finance Options

 VOLUMETRIC PRODUCTION PAYMENT ( VPP)

 MODIFIED VPP STRUCTURES

 PREPAYMENT (PREPAY) STRUCTURE
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VPP Overview

 A Volumetric Production Payment (“VPP”) is a financing tool whereby a specified hydrocarbon volume 
is delivered to the buyer over a period of time

 A VPP is a sale of future hydrocarbon production and is conveyed through the sale of a limited 
volumetric overriding royalty interest

 In exchange for the VPP interest, the buyer advances funds for future production upfront
 When the total specified volume is delivered to the buyer the VPP terminates and the conveyed interest 

reverts to the seller
 From $30 million to $200 million

XYZ 
OIL CO

Physical             Market

Fixed $

Floating $Hydrocarbon 
Monthly Volume

VPP Proceeds

Hydrocarbon 
VolumeFloating $

HEDGE           
PROVIDER
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Modified VPP Structure – Delayed Start VPP

Delayed Start VPP would allow company 
to receive cash proceeds on day 1 but 
begin delivery under the VPP at a later 
date

Delayed delivery is attractive for fields 
with existing production and additional 
development opportunities
 The modified structure would generate 

capital for the development upfront, but 
allow the deliveries to coincide with 
production under the new development 
project

 Company would thus retain a share of 
the field’s production at all times, 
assuming development stayed on 
schedule

Delayed Start VPP Reserves Profile
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Modified VPP Structures

MBL offers a number of other modified VPP structures to both enhance the 
advance and also mitigate operational risks. These include:
 Volume Limited ORRI
 IRR/ROI Limited ORRI
 PDNP/PUD financing through 2nd Lien Facility in conjunction with VPP
 NPI Structures where VPP buyer is responsible for Opex related to VPP 

volumes
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Prepay Swap Transaction Overview

LOE HEDGE PREPAYMENT

XYZ 
OIL CO

Physical Market

Proceeds

Floating $Floating $

Fixed $

Hydrocarbon 
Volume

Floating $

A Prepayment (‘Prepay’ ) is a financing tool whereby a producer hedges a specified 
volume for a fixed tenor with a financial swap which is then discounted and advanced to 
the producer

Preferred Derivative Finance Tool for Smaller Transactions
Transaction Size: $5-40mm
Closed Three Transactions During Last Six Months
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Prepay Details

Producer hedges volumes to cover LOE 
in case prices drop

Producer retains upside on unhedged 
volumes. Producer pays MBL the floating 
price each month on the prepay volumes

Producer retains reserve upside
Producer retains COPAS overhead on 

operated properties

Producer pays MBL the floating price 
each month on the prepay volumes

 LOE hedges are also settled monthly
MBL holds first lien on the assets
Producer is responsible for all Lease 

Operating Expenses and Taxes

Prepay Reserves Profile

Prepay Reserves Profile
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Prepay Reserves Profile

Prepay Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	600	494.1	368.37900000000002	298.76374125000001	238.32153821250006	192.40959482156254	0	0	0	0	0	0	0	0	0	Cost Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	300	329.4	385.12350000000004	390.69104625	392.52959235000009	384.81918964312507	0	0	0	0	0	0	0	0	0	Cushion Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	100	91.5	83.722499999999997	76.606087500000001	70.094570062500011	64.136531607187507	586.84926420576573	536.96707674827564	491.32487522467221	449.5622608305751	411.34946865997625	376.3847638238783	344.39205889884863	315.11873389244653	288.33364151158861	Production Per Year (mBbls)



Year









VPP.

		Year		VPP Volume		Cost Volume		Cushion Volume

		1		600		300		100

		2		494.1		329.4		91.5

		3		368.379		385.1235		83.7225

		4		298.76374125		390.69104625		76.6060875

		5		238.3215382125		392.52959235		70.0945700625

		6		192.4095948216		384.8191896431		64.1365316072

		7		0		0		586.8492642058

		8		0		0		536.9670767483

		9		0		0		491.3248752247

		10		0		0		449.5622608306

		11		0		0		411.34946866

		12		0		0		376.3847638239

		13		0		0		344.3920588988

		14		0		0		315.1187338924

		15		0		0		288.3336415116



VPP Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	600	494.1	368.37900000000002	298.76374125000001	238.32153821250006	192.40959482156254	0	0	0	0	0	0	0	0	0	Cost Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	300	329.4	385.12350000000004	390.69104625	392.52959235000009	384.81918964312507	0	0	0	0	0	0	0	0	0	Cushion Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	100	91.5	83.722499999999997	76.606087500000001	70.094570062500011	64.136531607187507	586.84926420576573	536.96707674827564	491.32487522467221	449.5622608305751	411.34946865997625	376.3847638238783	344.39205889884863	315.11873389244653	288.33364151158861	Production Per Year (mBbls)



Year









PREPAY

		Year		Prepay Volume		Cost Volume		Cushion Volume

		1		600		300		100

		2		494.1		329.4		91.5

		3		368.379		385.1235		83.7225

		4		298.76374125		390.69104625		76.6060875

		5		238.3215382125		392.52959235		70.0945700625

		6		192.4095948216		384.8191896431		64.1365316072

		7		0		0		586.8492642058

		8		0		0		536.9670767483

		9		0		0		491.3248752247

		10		0		0		449.5622608306

		11		0		0		411.34946866

		12		0		0		376.3847638239

		13		0		0		344.3920588988

		14		0		0		315.1187338924

		15		0		0		288.3336415116



Prepay Reserves Profile

Prepay Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	600	494.1	368.37900000000002	298.76374125000001	238.32153821250006	192.40959482156254	0	0	0	0	0	0	0	0	0	Cost Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	300	329.4	385.12350000000004	390.69104625	392.52959235000009	384.81918964312507	0	0	0	0	0	0	0	0	0	Cushion Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	100	91.5	83.722499999999997	76.606087500000001	70.094570062500011	64.136531607187507	586.84926420576573	536.96707674827564	491.32487522467221	449.5622608305751	411.34946865997625	376.3847638238783	344.39205889884863	315.11873389244653	288.33364151158861	Production Per Year (mBbls)



Year









DELAYED START VPP

		Year		VPP Volume		Cost Volume		Cushion Volume

		1		0		247.0662		741.1986

		2		0		223.954875		671.864625

		3		463.58659125		201.5593875		141.09157125

		4		417.227932125		181.40344875		126.982414125

		5		375.5051389125		163.263103875		114.2841727125

		6		337.9546250213		146.9367934875		102.8557554412

		7		0		0		528.972456555

		8		0		0		476.0752108995

		9		0		0		428.4676898095

		10		0		0		385.6209208286

		11		0		0		347.0588287457

		12		0		0		312.3529458712

		13		0		0		281.117651284

		14		0		0		253.0058861556

		15		0		0		227.7052975401



Delayed Start VPP Reserves Profile

VPP Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	0	0	463.58659125000003	417.227932125	375.5051389125	337.95462502125002	0	0	0	0	0	0	0	0	0	Cost Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	247.06620000000001	223.95487499999999	201.55938750000001	181.40344875	163.26310387500001	146.93679348750001	0	0	0	0	0	0	0	0	0	Cushion Volume	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	741.19860000000006	671.86462499999993	141.09157125000002	126.98241412499999	114.28417271250004	102.85575544125001	528.97245655500012	476.07521089950012	428.46768980955011	385.6209208285951	347.05882874573558	312.35294587116204	281.11765128404585	253.00588615564126	227.70529754007714	Production Per Year (mBbls)



Year
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Advantages over Senior Conforming Debt 

ADVANTAGES OF VPP OVER SENIOR CONFORMING DEBT
 Higher Advance rate 
 Term Financing
 Accelerate ordinary income to capital gains treatment (VPP only)
 Able to monetize and hedge a longer tenor
 Takes advantage of the present contango in both the Crude Oil and Natural Gas forward markets

ADDITIONAL ADVANTAGES OF PREPAY OVER SENIOR CONFORMING DEBT
 Document Light process, with average structure execution time of approximately 3-6 weeks 
 Higher Advance rate
 Term Financing
 Transacted under an ISDA agreement 
 Able to execute on smaller transaction sizes
 Easy structure to unwind or pay off
 No Facility Fees
 Limited Financial Covenants
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Advantages over Asset Divestiture 

ADVANTAGES OF VPP AND PREPAY OVER SALE ASSETS 
 Company retains full ownership and therefore all reserve upside
 Buyer retains operational and management control
 Potential Tax Benefits
 Buyer closing risk is removed from the process
 Average divestiture incurs Broker Fees of 2.5% - 3% plus  expenses 
 Average closing time of ~3 – 4 month
 The divestiture market is currently a buyers market 

 On Smaller Divestitures little development premium
 Auction’s have large staff resources requirements
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VPP and Prepayment Approval Process

Start

12

Company to provide:

 3rd Party Reserve 
Engineering

 Title Opinions
 Environmental 

Studies
 Physical Marketing 

Contracts
 Financials
 Lease Operating 

Statements

MBL Risk 
Management 
Group performs 
engineering and 
technical due 
diligence

MBL Risk 
Management 
Group approves 
transaction and 
advance amounts

MBL provides 
company with a 
binding 
commitment 
letter

VPP/Prepay 
Legal 
Documentation 
Completed

MBL funds 
VPP/Prepay
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Contacts

ENERGY MARKETS DIVISION

David Lazarus
Tel:     +1 (713) 275-6144
Email: david.lazarus@macquarie.com

David Simpson
Tel:     +1 (713) 275-6150
Email: david.simpson@macquarie.com

Jonathan Harms
Tel:     +1 (713) 255-5826
Email: jonathan.Harms@macquarie.com

Viviana Rodriguez
Tel:     +1 (713) 275-6256
Email: viviana.Rodriguez@macquarie.com

Macquarie Bank Limited
Representative Office
One Allen Center
500 Dallas, Level 31-32
Houston, TX 77002

METALS AND ENERGY CAPITAL

Paul Beck
Tel:     +1 (713) 275-6201
Email: paul.beck@macquarie.com

Ray Weems
Tel:     +1 (713) 275-3605
Email: raymond.weems@macquarie.com

Steve Shatto
Tel:     +1 (713) 275-6211
Email: stephen.shatto@macquarie.com

Jerry Thompson
Tel:     +1 (713) 275-6209
Email: jerry.thompson@macquarie.com

Belinda Hill
Tel:     +1 (713) 275-6203
Email: belinda.hill@macquarie.com

mailto:david.lazarus@macquarie.com
mailto:david.simpson@macquarie.com
mailto:jonathan.Harms@macquarie.com
mailto:viviana.Rodriguez@macquarie.com
mailto:paul.beck@macquarie.com
mailto:raymond.weems@macquarie.com
mailto:stephen.shatto@macquarie.com
mailto:jerry.thompson@macquarie.com
mailto:belinda.hill@macquarie.com
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Disclaimer

The name "Macquarie" refers to the Macquarie group, which comprises Macquarie Group Limited and its worldwide 
subsidiaries, affiliates, and funds or other investment vehicles managed by its affiliates. This document does not constitute an
offer to sell or a solicitation of an offer to buy any securities. It is an outline of matters for discussion only. This document and 
its contents are confidential to the person(s) to whom it is delivered and should not be copied or distributed, in whole or in part, 
or its contents disclosed by such person(s) to any other person. You may not rely upon this document in evaluating the merits
of participating in any transaction referred to herein. This document does not constitute and should not be interpreted as either 
an investment recommendation or advice, including legal, tax or accounting advice. Any decision with respect to participation
in any transaction described herein should be made based solely upon appropriate due diligence of each party. Future results 
are impossible to predict. Opinions and estimates offered in this presentation constitute our judgment and are subject to 
change without notice, as are statements about market trends, which are based on current market conditions. This 
presentation may include forward-looking statements that represent opinions, estimates and projections, which may not be 
realized. We believe the information provided herein is reliable, as of the date hereof, but do not warrant its accuracy or 
completeness. In preparing these materials, we have relied upon and assumed, without independent verification, the accuracy 
and completeness of all information available from public sources. Nothing in this document contains a commitment from 
Macquarie to subscribe for securities, to provide debt, to arrange any facility, to invest in any way in any transaction described 
herein or is otherwise imposing any obligation on Macquarie. Macquarie does not guarantee the performance or return of 
capital from investments. Any participation by Macquarie in any transaction would be subject to its internal approval process. 
Macquarie Bank Limited maintains Representative Offices in certain US States, however it is not licensed to conduct banking 
business in the United States. With respect to matters pertaining to US securities laws, and to the extent required by such 
laws, Macquarie Group Limited and its worldwide subsidiaries consult with, and act through, Macquarie Capital (USA) Inc., a 
registered broker-dealer and member of FINRA, or another US broker-dealer. 
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