
ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AUTHORITY 
 

RESOLUTION NO. G20-02 
 

RESOLUTION OF THE ALASKA INDUSTRIAL 
DEVELOPMENT AND EXPORT AUTHORITY 
APPROVING A MODIFICATION OF THE DEBT 
CARACOL PETROLEUM LLC OWES THE AUTHORITY, 
AND AUTHORIZING THE AUTHORITY TO LOAN 
ADDITIONAL FUNDS TO CARACOL PETROLEUM LLC, 
SUBJECT TO CERTAIN CONDITIONS, ALL IN SUPPORT 
OF THE MUSTANG OIL FIELD DEVELOPMENT 
PROJECT 

 

WHEREAS, the Board of the Alaska Industrial Development and Export Authority (the 

“Authority”) previously approved participating in the Mustang Oil Field development with Brooks 

Range Petroleum Corporation (“BRPC”) as a development finance project under AS 44.88.172, 

with the Authority’s participation being through Mustang Road LLC (“MRLLC”) and Mustang 

Operations Center 1 LLC (“MOC1”); 

WHEREAS, in Resolution No. G18-05, adopted May 31, 2018, the Board approved a 

restructuring of the Authority’s involvement in the Mustang Oil Field project with the Authority 

selling its membership interests in MRLLC and MOC1 to Caracol Petroleum LLC (“Caracol”), an 

affiliate of BRPC, and the Authority providing financing to Caracol for its purchase of the 

membership interests in MRLLC and MOC1; 

WHEREAS, consistent with Resolution No. G18-05, on May 24, 2019, the Authority 

closed on the transactions to restructure the Mustang Oil Field project and entered into a Loan 

Agreement and other ancillary agreements with Caracol, BRPC, and other parties;  

WHEREAS, Caracol and BRPC encountered certain operational and cash flow difficulties 

in proceeding with the development of the Mustang Oil Field, although Caracol and BRPC were 

successful in achieving first oil production from the field; 
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WHEREAS, Caracol’s difficulties have led it to not make payments due the Authority 

under the Loan Agreement and to not satisfy other obligations owed to the Authority under the 

loan documents, and the Authority notified Caracol it was in default and the Authority accelerated 

the indebtedness Caracol owes under the Loan Agreement;  

WHEREAS, Caracol has proposed modifying the debt it owes the Authority for the 

Mustang Oil Field project and the proposed modifications are intended to enable the injection of 

new capital into the Mustang Oil Field project from Caracol’s parent entity, Alpha Energy 

Holdings Ltd., and this new capital in the minimum amount of $60 million is intended to allow 

Caracol to resolve outstanding obligations and to pursue a drilling program that is expected to put 

the Mustang Oil Field on a path to achieving sustainable production;  

WHEREAS, Caracol is also proposing to sell certain equipment and assets that are part of 

the loan collateral the Authority holds and Caracol desires to use the proceeds of the sales to pay 

for project costs;  

WHEREAS, the Executive Director and staff of the Authority have negotiated with 

Caracol and prepared a term sheet for the proposed modifications to Caracol’s debt owed to the 

Authority, and a summary copy of the term sheet is attached to this resolution; 

WHEREAS, the proposed loan modifications will require the Authority, among other 

things, to cancel its notice of default, rescind the acceleration of Caracol’s indebtedness, adjust the 

amount of Caracol’s overall debt, change the interest rate on the debt, change the payment and 

amortization schedule for the debt, and re-advance to Caracol the proceeds received from the sales 

of the Authority’s collateral, subject to the fulfillment of certain obligations by Caracol;  
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WHEREAS, the proposed loan modifications also will obligate the Authority, once new 

capital from Alpha is provided to the project and once other specified conditions precedent are 

satisfied, to loan up to an additional $25 million for further development of the Mustang Oil Field; 

WHEREAS, the Executive Director and staff of the Authority recommend that the Board 

approve proceeding with modifying Caracol’s debt in accordance with the term sheet; and 

WHEREAS, modifying Caracol’s debt and providing up to an additional $25 million for 

the Mustang Oil Field project will promote economic development and increased job opportunities 

on the North Slope, which are in furtherance of the Authority’s statutory mission. 

NOW, THEREFORE, BE IT RESOLVED BY THE ALASKA INDUSTRIAL 

DEVELOPMENT AND EXPORT AUTHORITY AS FOLLOWS: 

Section 1. The modifications to Caracol’s debt, as outlined in the term sheet provided 

to the Board and summarized in the summary term sheet, are approved. The Executive Director is 

authorized and directed to finalize and sign on behalf of the Authority the term sheet, an 

amendment to the Loan Agreement and other agreements or other documents as are necessary to 

implement the conditions of the term. The loan amendment and other necessary documents shall 

be on the same terms and conditions as are stated in the term sheet presented to the Board, or with 

non-material modifications to those terms and conditions that the Executive Director determines 

to be appropriate.   

Section 2. The proposed sales of the assets that the Authority holds as collateral for 

the Caracol debt, as contemplated under the term sheet, are approved. The Authority is authorized 

to re-advance to Caracol, either under the Promissory Note (Non-Capitalized Interest), dated May 

24, 2019, or under the Senior Secured Loan to be created under the loan modifications, the sales 
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Proposal to settle outstanding matters in connection with the Loan Agreement between 
AIDEA and Caracol Petroleum, LLC dated 24th May 2019 

 
SUMMARY TERM SHEET 

 

Parties Alpha Energy Holdings (“Alpha”), 
Caracol Petroleum, LLC (“Borrower”), 
BRPC (“Operator”), and 
Alaska Industrial Development and Export Authority, AIDEA (“Lender”) 

Whereas The terms of the original Loan Agreement between the Parties dated 24 May 
2019 have not been fulfilled by Borrower.  In consequence, Lender issued a 
Notice of Default and acceleration of the indebtedness evidenced by the 
promissory notes for the Mustang Development Loan (the “MDL”).  

The Parties wish to explore alternative financing structures which would 
permit the Operator to fulfil the development objectives of the Mustang 
Project and permit both Lender and Borrower to recover their investments. 

The term “closing” in this Term Sheet means the execution and delivery of 
definitive agreements for the modification of the MDL. 

Required Equity 
Contributions by 
Alpha 

$60,000,000, solely for the purposes of the Mustang Project. 

Alpha to advance a minimum US$ 15.0 million into Borrower in the form of 
equity or a shareholder loan, satisfactorily subordinated to the Senior Secured 
Loan, as a condition to closing. 

Alpha to issue a Rights Offer in Singapore and subsequently have injected not 
less than $60 million into the Borrower by no later than April 15, 2020, to be 
used solely for the purposes of the Mustang Project.   

The rights issue process will commence immediately on approval of this Term 
Sheet by AIDEA’s Board. 

Senior Secured Loan 
Amount 

$63,625,000 

Upon satisfaction of all conditions precedent, the Loan Agreement, the 
Promissory Note (Non-Capitalized Interest) and the Promissory Note 
(Capitalized Interest), including outstanding principal and all accrued interest, 
fees and penalties will be modified to reduce the principal amount due to 
Lender to $63,625,000 as of the date of closing. At such time, the Promissory 
Note (Capitalized Interest), including accrued interest, will be cancelled by the 
Lender. 

The (i) cancellation of the Promissory Note (Capitalized Interest) and accrued 
interest and (ii) the modification of the amount due on the Promissory Note 
(Non-Capitalized Interest) will only occur upon fulfilment of the Required 



   

 
 

Proposal to settle outstanding matters in connection with the Loan Agreement between  
AIDEA and Caracol Petroleum, LLC dated 24th May 2019 

 

2 of 5 

Equity Contributions and all other conditions precedent. Upon modification, 
the indebtedness owed to Lender is referred to as the “Senior Secured Loan.” 

Senior Secured Loan: 
Additional Advances 

Up to $35,000,000 

Upon the satisfaction of applicable conditions precedent, but no earlier than 
July 1, 2020, the Lender will make available up to $35,000,000 ($25,000,000 
for the drilling program plus a $10,000,000 contingency) as Additional 
Advances under the Senior Secured Loan, to be used solely for the purposes 
of the Mustang Project Development Drilling Program. 

Interest Rate The interest rate on the loan is set at 6.0% p.a. (reduced from 8.0% p.a.).   

Fees & Transaction 
Costs 

Subject to Lender’s Regulations (3 AAC 99.590(d)), Borrower is obligated to 
reimburse AIDEA for its costs of closing the Amended and Restated Loan 
Agreement 

Principal and 
Interest Payments 

Quarterly Payments of Principal and Interest starting 3 months following 
closing of the Amended and Restated Loan Agreement, subject to the 
following: 
 
Interest Only Period: the first 18 months (6 quarterly payments) based on the 
total outstanding principal balance of the Senior Secured Loan. 
 
Repayment: beginning with the 7th quarterly payment, subject to the 
following amounts: 

x Quarters 1 through 6: $0 Principal per Quarter plus accrued interest 
x Quarters 7 through 13: $1,000,000 Principal per Quarter plus accrued 

interest 
x Quarters 14 through term: $4,500,000 Principal per Quarter plus 

accrued interest until fully repaid 

Security AIDEA, at minimum, retains its existing collateral and lien position. 

Subordination with respect to a future RBL is terminated.  AVCG and 
Ramshorn priority liens are terminated. 

Sale of Lender’s 
Collateral 

Lender will consent to the sale of agreed equipment and/or leases of the 
Borrower, currently held as Lender’s collateral, provided the proceeds are 
placed in a controlled account and applied as agreed to expenses of the 
Mustang Project. 

Debt Service Reserve 
Account 

Borrower agrees to fund the Debt Service Reserve Account (DSRA) in the 
minimum amount of $4,000,000 no later than upon the funding of the Alpha 
Rights Offer.  

Initial Period: During the first 12 months of the Senior Secured Loan, the DSRA 
is available and may be used to meet the quarterly payment obligation(s) of 
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the Borrower to Lender during the first 4 quarters. At the time the Borrower 
requests Additional Advances, the minimum amount within the DSRA will 
require adjustment to reflect any resulting higher quarterly payments.  

Following the Initial Period: The minimum balance of the DSRA through the 
term of the Senior Secured Loan will remain the Reserve Requirement 
(defined as an amount equal to one quarterly debt service due under the 
note).   

Cash Flow Waterfall Provided there is no event of default, payment of Mustang Project costs shall 
be made in the following order of priority: 
 
x Oil and gas lease rents, royalties and production taxes as due; 
x Operating Expenses of the Mustang Field; 
x Capital Expenditures as agreed under the current Development Drilling 

Program; 
x Principal and interest, fees and other amounts due to Lender; 
x Deposits to AIDEA’s Debt Service Reserve Account 
x Deposits to the Drilling Program Control Account; 

Borrower to obtain termination of the ING Intercreditor Agreement in 
connection with a settlement of the ING debt or to obtain consent of ING to 
modification of the waterfall under the Loan Agreement and any other 
consents required under the ING Intercreditor Agreement.  Borrower to 
ensure no conflict exists with above waterfall and the requirements of any 
other agreements Borrower is party to, subject to confirmation by a 
certification at closing. 

Mandatory 
Prepayments 

15.0% monthly cash sweep of Mustang Project cash flow available after debt 
service and applied as prepayments first to outstanding late charges and 
accrued interest, then to outstanding principal on the Senior Secured Loan 

BRPC Management Alpha undertakes to strengthen management and staff of Operator with 
appropriately experienced personnel to the satisfaction of AIDEA: 

x Borrower agrees to identify and designate interim key operational and 
financial management personnel prior to closing of the Amended and 
Restated Loan Agreement for Borrower and Operator. Demonstration 
that Borrower and Operator have appropriate management and staff to 
ensure Borrower’s ability to perform under the Senior Secured Loan, 
including to meet loan covenants, will be a condition precedent to 
closing. 

x Alpha agrees to define a Supervisory Board with oversight of 
management activities of the Mustang Project with regularly scheduled 
meetings. 
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x Alpha and Borrower agree that Lender has the right to name a participant 
to attend the Supervisory Board meetings as a non-voting representative 
of Lender. 

Other Alpha 
undertakings 

Subject to the final agreed Sources and Uses of Funds and as satisfactorily 
represented in the final agreed Borrower’s updated financial pro-forma:   

Renegotiation of terms of settlement of outstanding debts with Nabors, MEP 
and AVCG.  In the case of Nabors, AIDEA to agree to assignment of drilling 
contract to Nabors – at prevailing market conditions.  Alpha also to 
renegotiate settlement of tax credits issue with ING. 

Line of Credit Note By no later than December 31, 2020 (Conversion Date), the parties agree that 
the difference between (i) the amount of principal and interest accrued on 
the Line of Credit Note acquired by Lender from DOR as of the Conversion 
Date and (ii) the amount of State of Alaska tax credit certificates attributable 
to MOC1 as of the Conversion Date will be added to the principal balance of 
the Senior Secured Loan and evidenced by a modification to the existing 
Senior Secured Loan promissory note. The remaining amount of the Line of 
Credit Note is agreed to be extended for a minimum time period to match the 
term of the Senior Secured Loan and will accrue interest at 0%. 

Existing Loan To facilitate and speed up preparation of definitive documentation, the 
existing Loan Agreement shall be amended to conform with the provisions 
and intent of the Term Sheet.  The parties shall mutually agree on financial 
covenants (as typical for oil & gas lending), reporting requirements, 
performance criteria and project milestones that require amendment. Failure 
to achieve these covenants will constitute an Event of Default. 

Notices AIDEA to rescind Notices of Default and Acceleration of the Mustang 
Development Loan already issued, subject to closing of the Amended and 
Restated Loan Agreement and fulfilment of specific conditions precedent to 
be agreed. 

Timing Time is of the essence. The Parties agree to use commercially reasonable best 
efforts to finalize definitive loan documentation by no later than February 15, 
2020.   

Governing Law State of Alaska. 

Public Notice The parties agree that all notices to third parties and all other publicity 
concerning the transactions contemplated by this Agreement shall be jointly 
planned and coordinated and no Party shall act unilaterally in this regard 
without the prior approval of the others, such approval not to be 
unreasonably withheld. 
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For the 24 months following closing, Alpha, the Borrower or the Operator 
agrees to have a manager reasonably available to attend AIDEA’s scheduled 
board meetings or other scheduled public forums with AIDEA where the 
Senior Secured Loan is on the agenda if attendance is requested. 

 
 
This term sheet for the settlement of issues between AIDEA and Caracol Petroleum related to the LOAN 
AGREEMENT dated 24th May 2019 is indicative and does not purport to summarize or contain all the 
conditions, covenants, representations, warrantees, conditions precedent to closing and funding and 
other provisions which would be contained In the definitive documentation for these transactions. 
 
This term sheet does not constitute a binding and enforceable commitment by the Parties to complete 
the revised agreements or enter into the transactions described herein, and any such commitments would 
be subject in all respects to, inter alia, the satisfactory completion of due diligence,  definitive binding 
agreements, and receipt of all necessary governing body and regulatory approvals and the absence of any 
materially adverse circumstance, change or condition affecting the Parties.  
 


