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Patterson UTI Energy, 52 WK Price | $20.89 —38.49 Earnings
: Inc. Range: FY Lts12 | FY 2006 | FY 2007
Ticker: PTEN Dividend: $0.32 2005 Mths (E) (E)
Price: $22.67 Current Yield: | 1.46% EPS|$056 | $335 |$222 |$4.14
Avg Dail 3,358,940
Volgume: Y PIE | 4048x |67x |102x |55x
12 mth Price | $31.00
Target:
EPS COMPOUND GROWTH RATE
VAL P/E Least Past 5 Years Latest Quarter ThisYear Next Y ear Next 5 Years
MODEL Growth Rate
125 % 0.47 x 14 % 64 % 296 % 87 % 45 %

BASISOF RECOMMENDATION

Patterson UTI Energy provides contract-drilling services to major and independent oil and gas
companies. PTEN exhibits great growth potential, although, a slow down in the energy markets may slow
it down abit. | believe the current price, at $22.67, down from a high of $38.49 helpsto alleviate any price
risk due to slower growth. Given the low price to smallest growth rate (P/E Least), PTEN exhibitsalarge
upside from current price levels.

POSITIVES

* Strong, $353mm in working capital available.
* No long-term debt.

* Strong EPS growth (historically and estimated)

NEGATIVES
* CFO has embezzled funds from the company... these funds may not be fully recoverable.
* Income is highly dependent on the price of oil and natural gas. We may have entered a period of

price increase slow downs in the sector.
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Patterson UTI Energy, Inc.

Company Overview

PTEN is an energy drilling and exploration services company. In addition, it owns over 403 land based
drilling rigs producing oil and natural gas, the company has averaged 295 of these rigs operating on adaily
bases during the quarter. The company operates in four segments of drilling industry. These segments are:
Contract Drilling ($531,904,000 revenues), Pressure Pumping ($36,010,000), Drilling and Completion
Fluids ($ 60,098,000), and Oil and Natural Gas ($ 10,577,000).

PTEN reported revenues of $686,313,000 for the quarter ending 6/30/06, vs. $389,922,000 (6/30/05), an
increase of 76%. Net income was $171,690,000 vs. $74,026,000, an increase of 131%. Thisreflectsa
slower increase in operating expenses vs. the increase in revenues. Expenses increased from $273,271,000
to $367,900,000, or 34.62%.

Embezzlement

PTEN has the unfortunate experience of having a corrupt CFO. The CFO had been embezzling funds from
the company for the past five years, and had made off with $77.5 million. The company is examining the
assets of the CFO to determine the amount that is recoverable, but believes other creditors may take a
portion of the recovered amounts.

| ndustry Overview

The Qil industry has seen some sharp increases in the price of abarrel of oil, and natural gas prices have
also increased in the past few years. The question is: will these prices hold going forward.

We have al heard about the shortage of oil.... It has been disappearing sincethe 70's, and it istrue that it is
getting harder and harder to find new reserves and more expensive to bring those reserves to market.
Despite short-term price decreases, the price of energy will continue to rise for the foreseeable future, and
this bodes well for PTEN.

Worldwide reserves (oil and gas) remained flat in 2005. Thisisaresult of increased production helping to
offset increased demand. Well drilling increased 8.9% during the year, 11% outside of the US. Canada
experienced adrilling ‘boom,” but predictions of amild winter and gas storage concerns may result in a
decrease in the number of planned drillings.

Offsetting a possible slowing in Canada, the Mexican drilling market continues to grow at a rapid pace.
Even with increased drilling, Mexico suffered an 8% drop in reserves.

Summary

Asyou can see from the models below, the VIMCOR valuation model is predicting a 429% change;
however, aswith all computer driven models, some data can be misleading and needs to be adjusted. A
casein point isthe High Relative P/E field, showing a high of 6.48 x the SP Trailing 12 P/E Ratio. PTEN is
not going to trade at 103x earnings. It may have hit this type of high when EPS was low due to losses or
write offs, but thisis not anormal P/E Ratio.
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Therefore, my price target takes in to account and adjusts for these discrepancies. My 12-month target is
$31.00, and PTEN israted as ‘Buy.’

NOTE Thisreport isutilized as an internal investment-tracking vehicle. It isnot an offer to
buy or sell these securities. VIMCOR may hold these securitiesin client accounts, and may purchase
or sell them without notice. Thisreport isan overview and summary of the process that went into the
investment decision-making steps followed to determine arating on this particular equity.
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Date:  10/04/06

PATTERSON-UTI ENER( ‘ Ticker P1 l-_rF ‘ PIE 65

‘ Price2 ] 930

R& P Stock Rank H- 1997 1998 1999 2000 2001 2002 2003 2004 2005

R& P Salety Rank: 378 16.31 166 838 1975 20069 1730 1849 2045 High Price

Bl 087 141 275 1.72 130 581 553 944 1257 1452 Low Price
Price Chart

Patterson-UTI Energy. Inc. (Patterson-UTL)
15 a provider ol onshore contract drilling

services o major and independent o1l and 40
natural gas operators in Texas, New Mexico, 38 W |/
Oklahoma. Lowisiana, Mississippi. az EEAY s
Colorado, Utah, Wyvoming, Montana, North 28 ! Lg' &
Dakota, South Dakota and Western Canada. f
As ol December 31, 2003, 1t owned 403 24 i "
[
drilling rigs. The Company provides 20 me s
pressure pumping services o oil and natural 185 UL AT [
gas operators primarily m the Appalachian if ™ J,--" ety i
Basin. The Company provides drilling 12 Radi I
Muids, completion Nuids and related services 8,
to oil and natural gas operators olfshore in
the Gull of Mexico, and on land in Texas,
Southeastern New Mexico, Oklahoma and
the Gulf Coast region of Louisiana. It
conducts its business through four segments:
contract drilling of o1l and natural gas wells,
pressure pumping services, and drilling and
completion fluids services to operators in the
o1l and natral gas industry, and the
exploration. development. acquisition and
production of oil and natural gas.
Capital Structure, as o6/30/06( 1996 1997 1998 1999 | 2000|2001 2002 | 2003 | 2004 | 2005
Sectoril & Gas Drilling 212 3.08 232 414 | 643 330 479 | 594 10,09 Revenues Per Share
F'otal Debt $0.00 .38 .65 030 | 078 | 1.68 0.94 1.29 314 | Cash Flow/Share
ST Debt $0.00 011 (.38 S04 | 033 | 109 033 | 056 2.22| Earnings/Share
[nsider Holdings 0.00 | 0.00 0.00 | 000 | 0.00 non | 006 0.16| Divs/Share
[nst Holdings Cap Ex/Share
Mkt Cap 174597 110 2.37 248 23 407 | 447 | 461 506 571 7.93| Book Value/Share
39535 6194 6334 6535|7435 15391 | 1601416195 | 16851 [172.44 | Common Out
2451 254 |1.1719 -345 387 12.0 3819 47.1 31.2 121 Avg Ann P/E
0.49 1955 275 | 179 Rel P/E
.00 0.00 0.00 000 | 000 | 000 0.00] 000 1.16 0.73] Div. Yeild
84 191 187 152 308 990 1001 1740 Revs ($mill)
2 35 0 -13 38 280 149 605] NetIng
11173 3663 -36.40 3244 3790| 3826 3647 36220 Tax Rate
S0 1lea] -7 -6.01 7066|1744 947 Net Profit Margin
59200 1483 3005 3272 659 000 Long-Term Debt Rat
9§ 15.1 (12 -h 0 78 ROLE
1.0 0.0 0.0 0.0 0.0 PPay Oul Ratio
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Gary Vassaott

Analyst




	BASIS OF RECOMMENDATION 
	POSITIVES 
	NEGATIVES 
	Company Overview 
	Embezzlement 
	Industry Overview 
	Summary 


