PRIVATE CAPITAL

For more than seven years, COSCO Half of the COSCO Index sourcesbut, more importantly, in 2005, the Indgx
Capital Management LLC has surveyedlearly prefer to invest in the $10- tosources monetized 62 different holdings
sources of private capital about the fundd50-million range. However, by far thefor roughly $7.1 billion, or an average pf
they have available to invest in the enargest amount of initial capital was orig-$114 million. That's more than six times
ergy industry, their investment preferinally raised by the sources that prefer tthe average investment in 2005 and |al-
ences, and their activities for thainvest in tranches of $50 million grmost three times the average size of the
particular year. At present the COSC@nore. These data continue to support tivestitures in 2004. The equivalent
Private Capital Energy Index consists| theme that raising more capital is easigrumbers for 2004 are $42 million and
of the 20 capital sources identified in théhan targeting less. 1.7X’s, both less than half the returns pn
table. At year-end 2005, these 20 sources investment apparently being posted just
reported having some $10 billibavail- | 2004 (21 Capital Sources) one year later.
able to invest in the energy business (1,50 I Energy Equity One further thought: The fact that the
ther budgeted for 2006 or out of the $. ' s7,024 ' General Equity e capital raised by the Index sources|in
billion initially raised in their active - 8,000 I Energy Mezanine ’ 2005 is roughly equivalent to that yeaf's
closed-end funds). = 4000 $2,338 total monetizations could also mean that
ZE (83,127) institutional investors are simply recy-
$0-$10 Million (2 Active Sources) (4,000) cling their profits from earlier invest-
300 ew e . ‘ ments in energy-focused private capitd|l.
ew Capital ~ Committed Monetized Net Flow .. ) .
250 $220 Raised  (125Deals) (56 Deals) (NA) If this is the case, then profits from pri-
B Energy Equity (12 unds) vate capital are efficiently recapitalizirlg
= 200 W General Equity | 5005 (20 Capital Sources) the industry at the currently higher com-
g 150 [l Energy Mezzanine modity prices. Without continued growth
100 12,000 $10,426 : ice levels. h h l :
$58 in price levels, however, these flows into
50 8,000 $6,254 private capital may well slow, unless
0 — . = 4000 they are replenished by capital from
el Avalladle 2 (52,893) other sources (like the public markets,|or
$10-$50 Million (9 Active Sources) = value creation through the drill bit). Stay
4,000 (4,000) tuned!
$2,814 Neév _Capé\lal (C]grzwgitt?d) E\ggngnz‘ed) Nf;\l mw
EIN eals, eals,
= 3,000 (7 funds) COSCO Index Sources
=
5;2 $1,674 ) Sources- Equity Mandate
2,000 The COSCO Index sources continuegtira Group LLC Energy
to be very busy in 2005. As ShF)Wh in th@RC Financial Corp. (CDN) Energy
1,000 charts above, the net capital fI8w ayista Capital Partners Energy
0 o ] was a positive $10 billion vs. $7 billion camcor Capital Inc. (CDN) Energy
Greater Than $50 Million (7 Active Sources) | for 2004. This was largely because th chelon Enerav Partners Ene
30,000 24,250 COSCO Index sources received mor 9y r roy
$24, . - irst Reserve Corp. Energy
25,000 than triple the amount of capital throug reenhill Capital Partners LLC General
= 20,000 monetizing their portfolio holdings in icks I{nuseplTate ) Furrst Gene;al
Z 15000 2005 vs. 2004. This, alone, more thadEERN’ Eneray Partners (CDN En a
= offset the slight decline in capital raise d (CDN) ergy
10.000 $8,130 ] . .
) by the Index sources in 2005. Kayne Anderson Capital Advisors LP  Energy
5,000 Lime Rock Management Energy
0 - , L Metalmark Capital LLC General
Initial Available 2021(1]:01 vs. 2005 Average Activity S W W Energy
162 M 2004 Riverstone Holdings LLC Energy
Preferred Per-Investment = 150 125 I 2005 $114 | Subtotal 15
Ra1'719e§e-tﬁ:)e%50ha s show the i " %100 56 62 Sources— Mezzanine Mandate
. € INVesIme= 4 25 $42 Constellation Energy Commaodities
size preferencé»f the sources in the $25 $18 .
H= Group Energy
COSCO Index, as well as the total capit 0 "
reported by these sources to be availal Investment ~ Average  Monetized  Average Goldman Sachs & Co. Energy
port y ; : # Investment (#) Monetized | 'NGP Capital Resources Company Energy
for private investments in energy durin ($MM) !
A . N Petrobridge Investment
2005. Unless directed otherwise, COSCO Management LLC Energy
makes the assumption that no more thanComparing just the average aCtiVityProspect Energy Corp Energy
25% of the capital available originally inlevels for 2005 vs. 2004 (see tabl% ’
a general (non-energy specific) fund wilabove), the magnitude of these monetPUbtotal 5
be dedicated to energy. zations becomes even more impressjv&9TAL COSCO Index 20
In 2005, the COSCO Index sourcgeg$Al monetary values in U.S. dollars (Canadian dollar
Editor's Note: Twice a year, we will made 162 investments for a total of $2.87 0 5 taia a ourcs profers o alocate (0 a
publish this index report to indicate thebillion, or an average of $18 million persingle private energy investment.
level of private capital available and cur-transaction. Granted, the average inves%—cfgitj"e;a'ys::h'”pt“s“Cfa‘;t:ﬁﬁgg‘ﬁﬁéﬁ;ﬁiﬁi:ﬁ;‘i
rent energy investment activity. ment in 2004 at $25 million was largetized, less new investments committed.

April 2006+ oilandgasinvestor.com

15



