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icro-cap companies in the natu.-

ral resources and oil apd gas

industries and T5X juniar min.-
ing often go urmoticed or are under-owned
by UL5 icwestors, Why are ULS. inwestors
missing ome of the most value-laden oppor-
tunities currently available? Most L3 inwes-
tors have their own ideas and practices abiout
imvesting, yet many bypass companies in this
gectar for the fallowing reasoms.

* They do not know enough about the sec-
tor of have a low risk-tolerance for iovest-
ing in companies in unfamiliar sectors,

* They da not kmow hose to buy comipanies
listed om foreign exchanges,

* They are scared by negative media pro-
paganda, inauspicious reputations of past
wildcatters, appearances of shetchy char-
acters depicted in old stories and in the
movies;, and past frauds, including the
Bire- X scandal.

Morth America is rich in oil and gas
reserves, minerials and other natural resoure-
es, but omly our Canadian cousins appear to
hawe been successful with their iowestments
in ail & gas, jumicr platinum, gold, sibver,
copper, uranium, and rare sarth metals com-
panies. Many experts see that the underhy-
ing rise in commodity prices as an indica-
tion of prices going even higher. OF course,

EDITORIAL

there are interested U5, inwestors, but the
junior mining and micro-cap companies ane
just hegirming to get the widespread atten-
tion that they deserve. Thers are more than
1700 jumior mining comparies that explare,
develop, or produce metals in Canada and
the United States. The TEX and the TSEW
exchanges in Canada hawe hundreds of listed
mining stacks and hundreds mare of gil and
gas companies of all sizes, which make up
the majority of their listings. The 1.5, mar-
ket has a much smaller cadre of micro-cap
companies, mastly listed on the OTCOK and
OTCOB exchanges.

Cine of Canada’s most awerlooked exports
is its geclgists. It sounds funoy but a
Canadian geclogist is uwsually found some-
where in the middle of a major discow-
ery wherever it may happen in the world.
Berause of this; it is mot a small coincidence
that Canadian geclogists are highly sought
after in the mataral resources market.

In respomse to readership requests, we
have made an effort to focus this issue on
Morth American resource micro-cap com-
panies. We bhope that we have provided our
readers with information and a sampling of

micro-cap companes for review.

Sheldow “Shelly” kraft
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Lucas Energy’s Rapid Growth

Attracts JV Partners in Restarting

Shut-in Texas Oil Wells

Company solidifies position on Austin Chalk trend,

looks for next big oil play

ith comtrol of 17,000 acres of
ail and gas leases, 47 produc-
ing wells, and an average daily

prodiaction of more than 300 barrels of oil
in a part af Texas many thought was well
past its produoction prime, Lwcas Energy. Inc.
[WNYSEAmex: LE]} has both sarprised and
gained the attention of the energy industry.
Mow the company’s rRoe o consolidate s
position on the Austin Chalk trend is attract-
ing joint vemiare partners, emabling the com-
pany to devote more of its resownces o fnd-
ing other undeveloped but proven areas that
have stmong underlying produdion patential.
“Cher business plan is very simple” says
Licas Energy president and CEC Hill Sawnper.
“We are not explorers or on the hamt for
miassive acguisitions. We just do wiat we dio
best — put il wells back into producion.”™
In 2004 Locas Energy began identifying,
evalnating, and aoquiring leasshold prop-
erty imterests in the Austin Chalk formation
along the mid-Texas Culf Coast, an area of
the United 5taies that remains one of the
warld's richest pil plays with an etimated <ix
billicn barrels of oil ressrves.
Lucas Energy fooused on building its
initial properties within Gonrales, Wilson,
Atzeroea, and Karnes Counties, Texas in the
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middle aof the oil-rich Eagle Ford Shale and
Buda formations.

Fromn the beginning, the company's strat-
egy @lled for avoiding the energy industry's
high exploration risks by scquiring properties
in prosen oil and gas areas where the comipa-
ny's manzgement team had prior experience,
partialarly those areas whers management
was confident it could extract sSgnificant
amounts of il and gas froom refurbished wells
that previcasly wers under-performing, shut-
in or plogged, and abandoned due o low
commodity prices in the eardy 1950,

JOINT VENTURES BOOST
LUCAS ENERGY'S FINANCLA L
STRENGTH, FLEXIEILITY

In May 2010 Lo@ms Energy closed the first
part of a joint ventare on its Eagls Ford
Shale properties with Hiloorp Energy [, LF,
an affiliate of Hilcorp Energy Company, one
af the lrgest privately-owned oil and gas
companies in the United 5tates.

The maove imitially garnered Lucas 575
million, which enabled the company to pay
aff 31.2 million in cutstanding koans.

T date, Hiloorp has imvestsd S10.2 millian
in Lucas Enengy to acquire some 85 percent of

the compamy’s righits below the Anstin Chalk:
trend. Lwcas retains 2 15 pencent undivided
wurking interest in the “desp rights” sold
Additional joint vembore dosings may ke
place in the futwre, according to Sawyer. Lucas
has additiomal acreage in Gomeales County
that is mot yet a part of the Hilooep joint ven-
twre, and Loces Energy is contimiing to acgaire
additional acreage in Gonmles County

“lucas Energy has paid down its bank
debt and is mow on the way to developing its
Eagle Ford assets. We now bave mone flex-
ibility for futwre transactions swch as joint
ventares,” says Sawyer.

For Lucas, securing leased properiies
thromgh joink venfwres makes a kot of finan-
cal sense. By taking on a deep-pocketed
partner, the company @n devole mone of its
capital to acquiring and quickly developing
ail and gas lemses, increasing csh fow with-
out dilating shareholder value.

LUCAS EMERGY
MANAGEMENT TEAM

Wiliam A. Sawyer -

President and CED

Mr. Sawyer & -founder with 34 years
af experience in il and gas operations. He
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i= a highly experienced field operator and
petroleum engineer who has worked with
matable firms, including ARCO, Howsten Ol
8: Minerals, and The Sapenor (il Company.

John O'Keele - Treas urer and CFO
Mr. O'Kesfe = carrently a partner with
Tatum LLC in Houston, T

For the past two years, John was president
and CED of Mast Energy Services, a public
company in the specidty drilling and com-
munications sector. For the prior thres years,
fohn served as oo-CECY amd CPO of Blast
where he successflly raised 560 million in
meew funding and tarned around the company.
From 3000 o 2003, John srved as CFD of
Franhoe Enengy, a dual-listed public company
with projects woddwide where he raised 580
million. Priar to K, he was vice-president
of imvestor relations and ooeporate ooomama-
miztions with Samta Fe Smyder and Crymx
Energy Companies, both Texas-bassd NYSE
companies. At Oryx, John participated in rais-
ing e than £3 billion in debt and $4 billion
in equity. John had a 22-year career with Sun
O, whiich spun off Oryx Energy in 1988, and
for five years was CFC of Puero Ko San Oil
—a 5l billivn per year refining and marketing
company. In 1985, Sun Company sponsored

him to attend the Program fir Management
Development [PMIY) at Harvard Huosiness

School. an imtensive executive sduction pro-
gram for senior mamagement. fohn began his
areer with British Petrodewmn.

INVESTMENT COMNSIDERATIONS

Luocas Energy's anmual pro-duction has grown
exponentially since 2005, as the company
montmwes o imcrease its reserves, produc-
tiom, and cash Fow:

The company's mast recently announced
quaarterly finandals show a 31 percent jump
in met revenwss over the same guoarter for
2005-20110, as well a5 a &0 percent improve-
ment in the adjasted EBITDA for the first

qpaarter of J010-2001 over the hst quarter
of 2009- 1010, Net revenues aloo increased 33

percent from May 2010 &0 June 2000, largely
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as a result of a 3% percent increase in net ol
sales for the same period. (i mles and rev-
enwe increased 3 percent in the first quarter
af J010-2011; as compared to the last guar-
ter of J00E-2010,

“Luczs has increased oil smles and prodic-
tian, as predicted, in the first guarter of this
fiscal year,” says William A Sawyer, Locas
Energy president amd (CEOL "We will con-
tinue i strive for an additional increase in
our second quarter”

Lucas Energy Business 5irabegy:

» Build a different kind of pablic il and gas
‘Comipany.

» Mvaid typicl exploration risk by aoguir-
ing properties in proven areas where man-
zgemient has prior experience.

» Apquire prior producing wells which had
been abandoned or shuat in doe to low
oommadity prices in the early 19905 and
which were put back into produdtion.

» Sesk produdng property acquisitions that
will significantly increase the sze of the
company by growing reserves, production,
and cash flow aocretive to shareholders.

Lucas Energy High iohis:

» Dperates'oams [0 percent working imer-
o=t in all but foar wells.

v Contreds  approximately 17,000 acres
under lease;, most of which = held by
production from wells in the Anstin Chalk
Formatiom.

» Has mignificant property holdings in the
middle of the new Eagle Ford trend with
undeyeloped lateral potential from exist-
ing wells in both the Buda and Eagle Fond
formations.

» Has a strong joint venlure pariner in
Hilcorp Energy [ LLP. an affiliate af
Hilcorp Energy Company, which has
invested maore than 310 million on Lcas
Energy projects on the Austin Chalk trend.

» s debt free, and recently reported a 31
percent jump in net revenwes aver the

samee perind last year

Luas Energy, Inc is an independent oil and
gas ompany based in Houston, Tems The
company is building a divemsified portfolio of
ail and ga= assrts in the United States. The com-
pany is foozsed on identifying under perform-
ing and shvut-in oil and ges aets in Gonzales
County, Texms, primarily in the Anstin Chalk
formation, one of the world's richest oill depos-
its with an estimated ziv billion barrels of i
reserves. Loz Energy revitalioes thess amets
through a carefully dedgned process of evalu-
ation, application of production enhancement
technalogies, and stringent management con-
trods. This process allows Loms Enegy o
increase its reserve base, production, and cash
flow, while significantly reducing the risk of
traditional exploration projects. Lvces Energy's
financial structare alliovss the oom pany i min-
imize the high overhead onsts of comventional

LUCAS ENERGY, INC. ;,ﬁ"-":
NYSEAmex: LEI 1
N ONERGE

Contact: Willam A Srwyer, Presidont and CEO
3555 Timmons Lang, Suba 1550, Housdon,
e TT0ET

Phona: (715) 528-1881, Fae: [713) 33741510
E-Mall: MicSiUucasanegy oom
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Shares Outstanding: 1362 milicn

52 Woak Trading Rangs: 3044 103350 =

Dirciabwer: This corpornee proyfife i basad upon injor-
masier provide by the fnee or company neprsarase,
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Lucas Energy, building a new kind
of oil & gas company...

« Re-entering old wells

« Bringing old wells into
full production

 Reclaim, Pump and
Sell at Market Price

Lucas Energy, Inc. (NYSEAmex: LEl) is a
Houston, Texas based independent oil and
gas company that identifies, evaluates and
acquires leasehold property interests,
primarily in the Eagle Ford Shale formation
which are underperforming or have been
shut-in or plugged and abandoned.

Lucas Energy, Inc.

3555 Timmons Lane, Suite 1550
Houston, Texas 77027
Phone: 713-528-1881 - Fax: 713-337-1510
www.LucasEnergy.com



