ARGONAUT

Stock: Alto Energy (AOI)
Recommendation: SPECULATIVE BUY
Price: $0.069

EVENT: OPERATIONS UPDATE

Oklahoma and Louisiana

°  AOI has provided an update on its current drilling programme:

Well Interest Location Objective Total Current
Depth Depth
Pate #5-15 25% (BP back | Le Flore Spiro 11,800 fi== | 309 fi
m for 22% after | County, OK | Formation
200% payout)
Reed #4-8 5% Le Flore Brazil 9,700 fr 9.155 ft
County, OK | Formation
ConocoPhillips #4* | 7.5% (Alto | Terrebomme | Crescent 11976 ft 3023 fi
paving 10%) Parish. LA | Farms Sand

Source: AOI

°  The Reed #4-8 well will shortly be at its total depth of 9,700 ft. After drilling the well will be
logged and, assuming analysis shows gas, will be completed and placed on production.

°  Normal operating procedure in this area is to fracture treat wells, and announcement of gas

flows will only take place after connection to the sales line.

°  Completion times will vary depending on a number of factors, including the availability of

completion rig and fracture treatment crews. The entire procedure will take at least 2 months.

Appalachia

°  AOI has also recently announced that it has settled the sale of its interests in its Home Run
project in Kentucky and expects to settle the sale of its interests in Rich Mountain in

Tennessee shortly.

°  Following this, the only remaining interest in Appalachia will be the Little Sandy project.

IMPACT

°  Following a quiet first quarter, we expect increased activity and news flow from AOI over the

next couple of months.

COMMENT



°  The net potential un-risked resources exposure from the Louisiana and Oklahoma assets (as

stated by AQI) is as follows:

AOQI Net Potential Reserves Exposure & Timing
Gas il Total e
Timin
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Total 17.0 2.1 29.6

Sogrce AQE Argonaut

°  With the current programme focused on lower-risk conventional prospects, AOI has the ability

to steadily add value through drilling success in the coming months.

°  SPECULATIVE BUY
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Important Disclosures

o Argonaut Securities acted as manager to the placement of 50.0 million AOI fully paid shares at $0.05
per share in December 2006 and received fees commensurate with this service.

o Argonaut Capital has acted as Corporate Advisor to AOI and received fees commensurate with this
service.

o The Argonaut Group has an interest and / or controls 11,414,062 (6.16%) AOI fully paid Shares and
1,342,385 AOI unlisted options.

o Argonaut Securities may receive brokerage income from clients who wish to buy or sell securities
subject to this report.

o The analyst has an immaterial interest in AOI shares.
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