
 

 

News Release 

April 25, 2006 

Advantage Energy Income Fund and Ketch Resources Trust 
Announce Merger and Internalization of  

Advantage Management Contract 
Advantage Energy Income Fund (TSX:AVN.UN) (NYSE:AAV) ("Advantage" or the “Fund”) and Ketch Resources 
Trust (TSX:KER.UN) ("Ketch") are pleased to announce that their respective boards of directors have 
unanimously approved an agreement providing for the merger of Advantage and Ketch. The combined trust, 
which will retain the Advantage name, will have an initial enterprise value of approximately $2.7 billion and will be 
managed by an experienced senior management team which will include key personnel from both Advantage and 
Ketch. 

The merger will be accomplished through a Plan of Arrangement (the “Arrangement”) by the exchange of each 
Ketch unit for 0.565 of an Advantage unit on a tax-deferred basis in Canada.  The transaction exchange ratio 
reflects a premium to Ketch Unitholders of 7.6% based on the respective closing price for each trust on April 24, 
2006. The exchange will result in an 8.7% increase in distributions to Ketch Unitholders based on current 
distribution levels. Upon completion of the merger and the proposed internalization of the Advantage 
Management Contract, Advantage Unitholders will own approximately 66% of the combined trust and Ketch 
Unitholders will own approximately 34%. 

Successful completion of the Arrangement is subject to stock exchange, court and regulatory approvals and the 
approval by at least two-thirds of both Advantage’s and Ketch’s Unitholders. It is anticipated that the Unitholder 
meetings required to approve the Arrangement will be held, and the Arrangement is expected to close, prior to the 
end of June 2006.  An information circular prepared jointly by the trusts is expected to be mailed to Advantage 
and Ketch Unitholders in May 2006. 

Highlights 

• Accretive to Advantage Unitholders on a production and cash flow per unit basis while offering Ketch 
Unitholders an increase in cash distributions per unit and a longer reserve life index; 

• The combined entity will be one of the largest natural gas focused royalty trusts with an enterprise value of 
approximately $2.7 billion and current production of approximately 30,500 boe/d (on a 6:1 basis); 

• Production mix will be approximately 70% natural gas and 30% light oil and NGLs with high operating 
netbacks; 

• Proved plus probable  reserves in excess of 122 mmboe, with a reserve life index of approximately 
11.0 years; 

• The combined entity will have a greater weighting in the Canadian indices; 

• The Arrangement will provide Ketch Unitholders with greater exposure to U.S. capital markets through 
Advantage’s NYSE listing; 

• Strong operational synergies from the combination of Advantage’s longer-life reserve base and Ketch’s large 
undeveloped land base and significant prospect inventory, lead to increased diversification, growth 
opportunities and complementary winter/summer drilling programs; and 

• Strong management team through the combination of Advantage and Ketch executives, management and 
highly qualified technical groups. 
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Key Operating and Financial Information 
New Advantage Trust July 1 to 
Pro Forma December 31, 2006 

Estimated production (boe/d)  30,500 – 32,000 
  70% Natual Gas 
  30% Oil and NGLs 
Estimated operating costs ($/boe) $8.50 - $9.25 
Estimated royalty rates 20% - 22% 
 
Reserve Estimates (1)

 Proved (mmboe) 82.4 
 Proved plus Probable (mmboe) 122.6 
Reserve Life Index (Proved plus Probable) 11.0 years 
 
Current Market Capitalization $2.1 billion 
Bank Debt $0.4 billion 
Convertible Debentures $0.2 billion 
Current Enterprise Value $2.7 billion 

 

Current Monthly distribution per Trust Unit $0.25 
Estimated Capital Expenditures $80 - $85 million 

Estimated Trust Units outstanding 
 at the Arrangement closing date (millions) 94.3 
 
 (1) Based on evaluations of the independent engineering evaluators of Advantage and Ketch as at January 1, 2006 (compliant with National 

Instrument 51-101). 

Kelly Drader, CEO of Advantage, and Andy Mah, President of Ketch, commented that “We are very excited by the 
strong synergies that the respective asset bases will provide.  Advantage’s assets have desirable long-life 
characteristics which, when combined with Ketch’s drilling upside, will create a very attractive vehicle to pursue 
further growth.” 

Board Recommendations 

The Board of Directors of both Advantage and Ketch have unanimously approved the Arrangement and have 
concluded that the transaction is in the best interest of the Advantage and Ketch Unitholders, respectively, and 
each has resolved to recommend that unitholders of Advantage and Ketch vote their respective units in favour of 
the Arrangement. 

The Arrangement prohibits Advantage and Ketch from soliciting or initiating any discussion regarding any other 
business combination or sale of material assets, contains provisions to enable each trust to match competing, 
unsolicited proposals and, subject to certain conditions, provides for a $20 million termination fee. 

Governance 

The combined trust will retain key personnel from both entities and will be led by Advantage’s current CEO, 
Kelly Drader and by Andy Mah from Ketch who will assume the role of President and Chief Operating Officer.  
Neil Bokenfohr, currently Vice President, Exploitation and Operations with Ketch, will also join the Advantage 
executive team. 

Steven Sharpe will continue to lead the proforma Advantage Board of Directors (the “Board”) as Chairman.  Other 
Directors will include Gary Bourgeois, Kelly Drader, Ronald McIntosh, Roderick Myers, Carol Pennycook and 
Rodger Tourigny from the existing Advantage Board, with Grant Fagerheim, John Howard and Andy Mah from 
Ketch to be nominated at the Arrangement meeting. 
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Financial Advisors 

RBC Capital Markets has advised the Special Committee of Advantage that subject to review of definitive legal 
agreements, it is of the opinion, as of the date hereof, that the consideration under the transaction is fair, from a 
financial point of view, to Advantage.  BMO Nesbitt Burns and Tristone Capital are acting as financial advisors to 
Ketch with respect to this transaction and have each advised the Board of Directors of Ketch that subject to 
review of definitive legal agreements, they are of the opinion, as of the date hereof, that the consideration to be 
received by the Ketch Unitholders is fair, from a financial point of view, to Ketch Unitholders. 
Internalization of Advantage Management Contract 

Advantage is also pleased to announce plans to internalize the external management contract structure and 
eliminate all related fees. The Fund has reached an agreement with Advantage Investment Management Ltd. 
(“AIM”) to purchase all of the outstanding shares of AIM pursuant to the terms of the Arrangement for total 
consideration of $44 million. The consideration will be settled by the Fund through the issuance of 1,933,216 
Advantage Trust Units valued using the 10-day volume weighted average price on the TSX of $22.76 per 
Advantage Trust Unit. The Trust Unit consideration will be placed in escrow for a 3-year period ensuring 
Advantage Unitholders will receive continued benefit and commitment of the existing management team and 
employees.  The Fund will pay management fees and performance fees for the period January 1, 2006 to March 
31, 2006 in the amount of $3.53 million.  AIM has agreed to forego fees for the period April 1, 2006 to the closing 
of the Arrangement. 
 
The internalization of the management contract will have the following benefits to Unitholders: 
 
• Eliminating the management and performance fees payable by the Fund. 

• Better alignment of the interest of management with Unitholders through increased direct ownership by 
management and employees in Advantage Trust Units; 

• Improves the corporate governance of the Trust by allowing Unitholders to elect all independent directors. 
Currently AIM is entitled to elect two of the members of the Board of Directors; and 

• All management and staff of the Fund will participate in the internalization transaction and will be escrowed for 
a period of three years. This helps ensure that Advantage will be able to maintain and reward key staff for the 
foreseeable future. 

Steven Sharpe, Advantage’s Chairman, said that “We believe that the internalization of the management contract, 
particularly within the context of the merger with Ketch is a clear win for our Unitholders, and is in the Fund’s and 
our Unitholders’ best interest.” 

The agreement on internalization, which has received the approval of the Fund’s Board of Directors, was 
negotiated by a Special Committee comprised of the independent directors of the Advantage Board. RBC Capital 
Markets has provided its opinion that the consideration under the Management Internalization is fair from a 
financial point of view to Advantage. 

The internalization of the contract is subject to a number of terms and conditions including approval of the 
Arrangement by 66 2/3% of Unitholders of Advantage and Ketch at meetings to be held prior to June 30, 2006. 

New Long Term Incentive Plan 

In order to maintain and motivate both Advantage’s and Ketch’s high quality management, technical and 
administrative employees, Advantage will be seeking Unitholder approval to implement a new long term incentive 
plan at the meeting in June.  Both Advantage and Ketch’s Boards of Directors believe the approval of the plan will 
be a key factor to the ongoing success of this business combination.  The plan will have many similarities to the 
plan that was in place at Ketch which was approved by the Ketch Unitholders. 

Joint Conference Call 

The management of Advantage and Ketch will host a joint conference call to discuss the proposed transaction on 
Tuesday, April 25, 2006 beginning at 1:30 p.m. Mountain Standard Time (3:30 p.m. Eastern Standard Time). The 
conference call can be accessed toll-free at 1-877-407-9205. A replay of the call will be available from 
approximately 5:00 p.m. EST on April 26, until approximately midnight, May 3, 2006 and can be accessed by 
dialing toll free 1-877-660-6853. The account number is 286, conference ID number 200780 (both are required for 
playback). A live web cast of the conference call will be accessible via the Internet on Advantage's website at 
www.advantageincome.com. 

http://www.advantageincome.com/
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Advisory 

BOE’s  may  be misleading, particularly if used in isolation. In accordance with NI 51-101, a BOE conversion ratio for natural gas of 6  Mcf: 1 bbl has been 
used which is based on an energy equivalency conversion method primarily applicable at the burner tip and does not represent a value equivalency at the 
wellhead. 

The information in this press release contains certain forward-looking statements. These statements relate to future events or our future performance. All 
statements other than statements of historical fact may be forward-looking statements. Forward-looking statements are often, but not always, identified by 
the use of words such as “seek”, “anticipate”, “plan”, “continue”, “estimate”, “expect”, “may”, “will”, “project”, “predict”, “potential”, “targeting”, 
“intend”, “could”, “might”, “should”, “believe”, “would” and similar expressions. These statements involve substantial known and unknown risks and 
uncertainties, certain of which are beyond Advantage’s control, including: the impact of general economic conditions; industry conditions; changes in laws 
and regulations including the adoption of new environmental laws and regulations and changes in how they are interpreted and enforced; fluctuations in 
commodity prices and foreign exchange and interest rates; stock market volatility and market valuations; volatility in market prices for oil and natural gas; 
liabilities inherent in oil and natural gas operations; uncertainties associated with estimating oil and natural gas reserves; competition for, among other 
things, capital, acquisitions, of reserves, undeveloped lands and skilled personnel; incorrect assessments of the value of acquisitions; changes in income tax 
laws or changes in tax laws and incentive programs relating to the oil and gas industry and income trusts; geological, technical, drilling and processing 
problems and other difficulties in producing petroleum reserves; and obtaining required approvals of regulatory authorities. Advantage’s actual results, 
performance or achievement could differ materially from those expressed in, or implied by, such forward-looking statements and, accordingly, no 
assurances can be given that any of the events anticipated by the forward-looking statements will transpire or occur or, if any of them do, what benefits that 
Advantage will derive from them. Except as required by law, Advantage undertakes no obligation to publicly update or revise any forward-looking 
statements. 

For further information contact: 

 
Advantage Energy Income Fund 

Investor Relations 
Toll free: 1-866-393-0393 

3100, 150 - 6th Avenue SW 
Calgary, Alberta   T2P 3Y7 

T: 403-261-8810 
F: 403-262-0723 

W: www.advantageincome.com 
E: advantage@advantageincome.com

 

Ketch Resources Trust 
 
 

300, 440 – 2nd Avenue SW 
Calgary, AB   T2P 5E9 

T: 403-781-8600 
F: 403-781-8585 

W: www.ketchtrust.com
E: invest@ketchtrust.com
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