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Zion Oil and Gas structured an unusual way to gain pub lic 
equ ity. 
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Zion ch ief 
executive Richard 
Rinberg (le ft ) and 
general coun se l 
Philip Madelker a t 
the America n 
Stock Exchange 
in January 2007 
upon the la unc h 
of trading of Zion 
stock. 

T 
he initial public offer ing alone ca n be a 
huge and he ad y e ndeavor. Try five of 
them . This is wha t management at Dal ­

las-b ased Zion O il & Ga s Inc . has had under 
way since the beginning of 2007 . 

Zion went public on the American Stock Ex­
change on Janu ary 3, offering 43 6,907 shares at 
$7 each to raise $3 .06 million in the first round 
of its "best-efforts/m inimum/maxi mum" IPO. 
This unique form of IPO ca n be struc tured in 
sev era l stages, or tranches, but is much more 
co mmon in debt offerings and private place­
m ent s , says Zi on c h ie f exe cuti ve o ffice r 
Rich ard Rinberg. 

"The co ncept isn' t new , but it is unu sual in 
the case of an equity offerin g on a national ex­
change ," Rinberg says. 

The struc ture allo ws an iss uer and under­
writer to keep the offer ing open for an extended 
peri od of time, sim ilar to an ope n-shelf offer­
ing, as long as the iss uer keep s its prospe ctu s 
disclosure current and there is no fund am ental 
cha nge in the relevant fac ts and circums tances 
relatin g to the issuer or the offering . 

"Our offering was structured so that we were 
able to schedule several closin gs, pro vided that 
the first closing took place after at least $2.45 
million (35 0,000 shares m inimum at $7 each ) 
had been raised," Rinberg says . 

"The minimum amount had to be suff icient 
to meet the minimum work p rogram as pre­
sented in the pro spectus, and it had to be raised 
before a predetermined cut -off date . Additional 
clo sin gs can then be scheduled until the ma xi­
mum has been raised, or until the end of the 
subscri ption peri od as se t out in the plan of the 
offer ing described in the prospe ctu s ." 

Since the fir st IPO closing , Zi on has held 
four addi tiona l rounds of share sales . It com­
pleted its fifth tranche M arch 28 , brin gin g the 
tot al raised to more than $9 .6 million. 

The co m pany had pl ann ed to hold at le ast 
one more offering in mid-April, but may hold 
additional closings in M ay , w ith a goa l of com ­
pleting the sa le of the maximum of 2 million 
sha res , all at $7 each . It hope s to raise an agg re­
ga te $ 14 milli on to f inance exploration effo rts 
in a unique exp loration prospect onshore Israel. 

"Best effo rts/ mi nimax offerings with stage d 
closings are not an everyday method of und er­
writing, but there is certainl y a place for them in 
the securities law s," says Saul Cohen , a securi­
ties lawyer and stra tegic adv isory board mem­
ber of N ew York-based inv es tme nt b an ker 
Foundation Ventures. 

"You are not likely to see a lot of this type of 
IPO, especially one with a stock exchange list­
ing," Cohen says . "T he process works for the 
kind of company that is go ing to go into a sort 
of suspended animation unti l it meets its mini­
mum fund -raise requirement." 

C oh en, who says his daughter o w ns Z ion 
stock , co mpared the staged closing process to 
the more commonl y used PIPE (private invest­
ment in a public entity) , whi ch often is effected 
in this fas hion. "In a PIPE, the company sells 
stock fir st and then regi ste rs it ," Cohen says . 
"Although the process is reversed , the co ncept 
is the same ." 
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John Brown, 
founder of Zion 
Oil & Gas tnc., 
being 
interviewed in 
Israel, 
overlooking 
Zion's license 
area, by a U.S. 
television crew. 
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Zion Oil & Gas 
has an oil and 
gas license in 
central Israel 
between Tel Aviv 
and Haifa, and 
has applied for a 
second license in 
the area. 

Wh y take this so mewhat circuitous route to 
public equity ? "A traditi onal IPO is not appro ­
priate for a pure ex ploration company with no 
reserve base," says Rinberg, who became chief 
executive upon the clo sing of the fift h tranche. 
Rinberg was president; chief executive Eu gene 
Sol tero resigned. 

"T he tradi tion al IPO is more suited to and 

ISRAELI PROSPECTS� 

Zion Oil & Gas Inc. garnered headlines a 
few years ago wh en its founder, John 
Brown, began co rre lating Biblical ref­

erences to the oil potential of Israel. Unlike 
others who have noted the same references, 
Brown made it his mission to follow through 
with the acquisition and analysis of geologi­
cal , geo phys ical and other scientific da ta. In 
2004, the compan y atte mpted to raise $6 .5 
million through a public offering, but the re­
sults were lackluster. 

" O ur init ial attempt wasn't successfu l," 
Rinberg says, "beca use the minimum in that 
offering was much greater than in the current 
o ffe ring due to the fac t that the min imum 
work pr ogram was mor e expensive . Z ion 
was at a much earlier stage of its dev elop­
ment, and was not sufficiently well known to 
the poten tial in vestors." 

The co mpany has since stepped up its ef­
forts and now raised enough cash to ren ew 
testing and po ssible completion operati ons 
on its Ma'uni t-I we ll, drill ed to 15,842 feet 
and located on the Maanit-Jo seph licen se in 
central Israel between Tel Aviv and Haifa. 

Zion plans to reent er the well in the next 
few weeks. It hopes that the indications of 
oil and gas in a numbe r of different zones in 
a 2, 100- foot interval prove to be pre sent in 
co mme rcial quantities. 

Although the 99.000-ac re M a' anit-Joseph 

typically targeted at ins titutional investors with 
invest ment g u ideli nes that normall y do not 
allow investme nt in pure explora tio n co mpa­
nies. Had we taken that route, we wo uld have 
been required to find f inancial hou ses w illing to 
underwri te our offe ring and co m mit to taking 
shares in the offering even if they cou ld not be 
certain of bei ng able to plac e those shares ." 

New Jersey-based Net work I Fin ancial Secu­
rities Inc. was underwriter for the Zi on offering. 
Best -efforts offerings are pri marily used for se­
curities with higher risk, such as by unseasoned 
issuers, and are not firm ly und erwritten . 

"Oil and gas explora tion is a high -r isk oppor­
tunit y," Rinberg says, " a nd many financial 
hou ses would not be able to take the risk-or, 
due to our sm all offering size, the due diligence 
costs wo uld have been proh ibitivel y expensive. 
By choosing a 's taged' IPO, we were able to 
dramati cally red uce the co sts associated with 
our offer ing and expand the potent ial investor 
base to a retail market." 

The negative aspect is that thi s is an exhaust­
ing process for the staff, Rinberg say s. "A very 
rich aun t woul d be our preferred route , but fail­
ing that, we are happy with our ch oice. It has 
been a success, but has required a huge and sus­
tain ed effort." 0 

license was set to expire on April 30, 2007, 
the Israeli petroleum commi ssioner has 
granted an exten sion to comp lete testin g and 
analys is. If Z ion declares a commercial dis­
covery, it may receive a 30- year production 
licen se with the possibility of extensions for 
an additional 20 years. 

T he co mpany's second we ll, Rehob oth , 
will be on the sa me licen se to appraise the 
f ind ings o n M aanit-J . and ma ke an ex­
ploratory deep test of the Permian form at ion 
at a target of about 18,700 fee t. 

"T he dry-hole cost of a well drilled to the 
Triassic in the part of Israel in wh ich we op­
erate is abo ut $7 milli on," Rinberg sa ys, 
"a nd to the Permian it' s about $8. 5 million. " 

Zion has applied for a second licen se, the 
Asher-Menash e permit. c over ing 8 1,000 
acres north of the Ma 'unit-Jo seph tract. If its 
applica tion is granted, Z ion plan s to acqu ire 
20 kilom eters of new se ismic data over the 
permit and dr ill at lea st one test well to the 
T riass ic. 

Z ion presently has no partners in its Israeli 
ventures, but is open to se nsible offers, Rin­
berg add s. Israel has had limited oil produc­
tion since the mid -1950s, and gas production 
beginning in the early 1960s. Recent off­
shore gas d iscoveries lend hope that the on­
sho re geology will a lso y ie ld promi sing 
res ults. 
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