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Stock: Alto Energy (AOI)
Recommendation: SPECULATIVE BUY
Price: $0.052

EVENT: FIELD TRIP

©  Argonaut met with AOI's senior management, associates, partners and other upstream oil and gas
companies in Houston, Texas.

IMPACT

©  The importance of local knowledge and relationships was readily apparent.

©  We were very impressed with:
x  The depth of experience of Alto and its associates and partners in both Oklahoma and Louisiana
x  Alto’s deal flow - obtaining exposure to a highly sought after area in Oklahoma
x  The robust quality of prospects in both states (3 out of 3 wells successful so far)
©  On the operational side:
x  We believe that Alto will provide investors with regular exposure to drilling activity (up to ten more
wells this calendar year — some with significant potential)
x  Alto has drilled three successful wells, with one well already tied in, producing at 1 mmcf/d and still
cleaning up
x  We expect positive cash flow in the third quarter this calendar year, with steady growth in cash flow
as more wells are drilled
x 3D seismic acquisition over Napoleonville is progressing well
x A significant portfolio of prospects is expected following interpretation of the 3D survey in
Oklahoma
©  “Forced pooling” arrangements in Oklahoma allow Alto to propose and participate in the drilling of many
more wells compared to other states. In addition, the State’s abundant infrastructure allows quick
conversion from drilling success to production and revenue.
COMMENT
©  Our Speculative Buy recommendation is unchanged following this trip.
©  We remain attracted to Alto based on:
x  Management's extensive experience and sound relationships in the US
x A focus on less risky, 3D-supported conventional prospects in highly prospective areas
x A significant drilling portfolio, which will provide considerable activity in the coming months
o

The current enterprise value of A$9m does not reflect Alto’s portfolio quality and potential.
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Important Disclosures

o Argonaut underwrote the recent Entitlements Issue and previously 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 these services.

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 (5.43%) 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.

Disclaimer and Disclosure This email and any attachments are intended solely for the addressee.
Unauthorised use is strictly prohibited and may be unlawful. If you have received this by mistake,
confidentiality and any legal privilege are not waived or lost and we ask that you contact the author and
delete and destroy this and any other copies. Argonaut Securities Pty Limited AFS License No. 274099
(“Argonaut”) and its associates will not be liable in connection with any data corruption, interruption, delay,
computer virus or unauthorised access or amendment to the contents of this email. Any views expressed in
this message are those of the individual sender and may not necessarily reflect those of the company. This
document has been prepared without any consideration of any specific client’s investment objectives,
financial situation or needs. Advice included in this document is general advice, and does not take into
account the investment objectives, financial situation and particular needs of any particular person. The
recipient should consider carefully the appropriateness of the advice in light of his or her financial
circumstances and speak to his or her advisor before making an investment or trading decision. Argonaut
receives commission from dealing in securities, and its authorised representatives or introducers of business
may directly share in this commission. Argonaut and its associates may hold shares in the companies
recommended and this may change at any time.

Privacy and Copyright In relation to any legal use you may make of the contents of this email, you must
ensure that you comply with the Privacy Act (Cth) 1988 and you should note that the contents may be
subject to copyright and therefore may not be reproduced, communicated or adapted without the express
consent of the owner of the copyright.



