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delay its effective date until the Registrant shall file a further amendment which specifically states that this 

Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act 

of 1933 or until the Registration Statement shall become effective on such date as the Commission, acting 

pursuant to said Section 8(a), may determine.  
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The information in this document is not complete and may be changed. Vanguard Natural Resources, LLC may not issue the securities described herein 

until the registration statement filed with the Securities and Exchange Commission is effective. This document is not an offer to sell these securities and is 

not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted. 

PRELIMINARY  ð SUBJECT TO COMPLETION, DATED AUGUST 6, 2015  

 

LRR Energy, L.P. 
MERGER PROPOSAL ð YOUR VOTE IS VERY IMPORTANT  

Dear Unitholders of LRR Energy, L.P.:  

On April 20, 2015, LRR Energy, L.P. (ñLREò) and Vanguard Natural Resources, LLC (ñVanguardò) entered 

into a merger agreement (the ñmerger agreementò), pursuant to which a subsidiary of Vanguard will merge with and 

into LRE, with LRE continuing as the surviving entity (the ñmergerò), and, at the same time, Vanguard will 

purchase all of the limited liability company interests in LRE GP, LLC, the general partner of LRE (ñLRE GPò), 

resulting in both LRE and LRE GP becoming wholly owned subsidiaries of Vanguard. The LRE GP conflicts 

committee has determined that the merger agreement is advisable to and in the best interests of LRE and its 

unitholders who are not affiliates of LRE GP and has approved the merger agreement and recommended that the 

board of directors of LRE GP approve the merger agreement. Based upon, among other things, the recommendation 

of the LRE GP conflicts committee, the board of directors of LRE GP has determined that the merger agreement and 

the transactions contemplated by the merger agreement, including the merger, are in the best interests of LRE and its 

unitholders, and has unanimously approved the merger agreement, the merger and the other transactions 

contemplated by the merger agreement and the board of directors of LRE GP has recommended that unitholders 

vote to approve the merger agreement.  

Under the terms of the merger agreement, holders of LRE common units will receive 0.550 common units of 

Vanguard for each LRE common unit held (the ñmerger considerationò). The exchange ratio for the merger 

consideration is fixed and will not be adjusted to reflect changes in the price of LRE common units or Vanguard 

common units prior to the closing of the transactions contemplated by the merger agreement. The merger 

consideration is valued at $8.93 per LRE common unit eligible to receive the merger consideration based on the 

closing price of Vanguardôs common units as of April 20, 2015, representing a 12.6% premium to the closing price 

of LREôs common units of $7.93 on April 20, 2015. In addition, under the terms of the merger agreement, Vanguard 

will issue and deliver 12,320 Vanguard common units to the members of LRE GP in exchange for all of the limited 

liability company interests in LRE GP. The number of Vanguard common units to be issued to the members of LRE 

GP was determined based upon the 0.550 exchange ratio for the merger consideration.  

Vanguard has also entered into an Agreement and Plan of Merger (as it may be amended from time to time, the 

ñEagle Rock merger agreementò) with Eagle Rock Energy Partners, L.P. (ñEagle Rockò) and Eagle Rock Energy 

GP, L.P., the general partner of Eagle Rock (ñEagle Rock GPò), pursuant to which, subject to the terms and 

conditions thereof, an indirect subsidiary of Vanguard will merge with and into Eagle Rock, with Eagle Rock 

continuing as the surviving entity and a wholly owned indirect subsidiary of Vanguard (the ñEagle Rock mergerò). 

Prior to entering into the Eagle Rock merger agreement, Vanguard obtained the consent of the board of directors of 

LRE GP, as required by Section 4.2 of the merger agreement, pursuant to a letter agreement by and among 

Vanguard, LRE GP and LRE. Neither the Vanguard unitholders nor the LRE unitholders are entitled to vote with 

respect to the approval of the Eagle Rock merger agreement or the Eagle Rock merger, although Vanguard 

unitholders are entitled to vote with respect to the issuance of Vanguard common units to Eagle Rockôs unitholders 

pursuant to the Eagle Rock merger agreement.  

If the transactions contemplated by the Eagle Rock merger agreement are consummated, immediately following 

the later to occur of the transactions contemplated by the merger agreement and the transactions contemplated by the 

Eagle Rock merger agreement, it is expected that LRE unitholders will own approximately 11.8% of the outstanding 

common units of Vanguard. If, however, the transactions contemplated by the Eagle Rock merger agreement are not  
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consummated, immediately following the completion of the transactions contemplated by the merger agreement, it 

is expected that LRE unitholders will own approximately 15.2% of the outstanding common units of Vanguard. The 

common units of LRE are traded on the New York Stock Exchange under the symbol ñLRE,ò and the common units 

of Vanguard are traded on the NASDAQ Global Select Market under the symbol ñVNR.ò  

LRE is holding a special meeting of its unitholders at 1111 Bagby Street, Houston, TX 77002 on September 10, 

2015 at 10:00 a.m., local time, to obtain the vote of its unitholders to approve the merger agreement and the 

transactions contemplated thereby. Your vote is very important, regardless of the number of units you own. The 

merger cannot be completed unless the holders, as of the record date of the special meeting, of a majority of the 

outstanding LRE common units vote to approve the merger agreement and the transactions contemplated thereby at 

the LRE special meeting. Certain affiliates of LRE, as holders of certain of the issued and outstanding LRE common 

units, have entered into an amended and restated voting and support agreement with Vanguard, pursuant to which 

they have agreed to vote all of their LRE common units in favor of the approval of the merger agreement and to take 

other actions in furtherance of the merger. Collectively, these LRE unitholders hold LRE common units representing 

approximately 30.5% of the votes of LREôs outstanding common units as of July 31, 2015.  

Based upon, among other things, the recommendation of the LRE GP conflicts committee, the board of directors 

of LRE GP recommends that LRE unitholders vote ñFORò the approval of the merger agreement and the 

transactions contemplated thereby, ñFORò the merger-related compensation proposal and ñFORò the adjournment of 

the LRE special meeting if necessary to solicit additional proxies if there are not sufficient votes to approve the 

merger agreement at the time of the LRE special meeting.  

On behalf of the board of directors of LRE GP, I invite you to attend the LRE special meeting. Regardless of 

whether you expect to attend the LRE special meeting in person, we urge you to submit your proxy as promptly as 

possible through one of the delivery methods described in the accompanying proxy statement/prospectus.  

In addition, we urge you to read carefully the accompanying proxy statement/prospectus (and the documents 

contained in or incorporated by reference into the accompanying proxy statement/prospectus), which includes 

important information about the merger agreement, the proposed merger, LRE, Vanguard and the LRE special 

meeting. Please pay particular attention to the section titled ñRisk Factorsò beginning on page 44 of the 

accompanying proxy statement/prospectus.  

On behalf of the board of directors of LRE GP, we thank you for your continued support.  

Sincerely, 

  

  

Eric D. Mullins 

Co-Chief Executive Officer of LRE GP, LLC, 

the general partner of LRR Energy, L.P.  

Neither the Securities and Exchange Commission nor any state securities commission has approved or 

disapproved of the securities to be issued under the accompanying proxy statement/prospectus or determined 

that the accompanying proxy statement/prospectus is accurate or complete. Any representation to the 

contrary is a criminal offense.  

The accompanying proxy statement/prospectus is dated           , 2015 and is first being mailed to the unitholders 

of LRE on or about           , 2015.  
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LRR Energy, L.P. 

  

Heritage Plaza 

  

1111 Bagby Street, Suite 4600 

  

Houston, Texas 77002 

NOTICE OF SPECIAL MEETING OF UNITHOLDERS  

TO BE HELD ON SEPTEMBER 10, 2015  

To the Unitholders of LRR Energy, L.P.:  

Notice is hereby given that a special meeting of unitholders of LRR Energy, L.P., a Delaware limited partnership 

(ñLREò), will be held at 1111 Bagby Street, Houston, TX, 77002 on September 10, 2015 at 10:00 a.m., local time, 

solely for the following purposes: 

 Å Proposal 1:  to consider and vote on a proposal to approve the Purchase Agreement and Plan of Merger, 

dated as of April 20, 2015 (as such agreement may be amended from time to time, the ñmerger agreementò), 

by and among LRE, LRE GP, LLC, the general partner of LRE (ñLRE GPò), Lime Rock Management LP 

(ñLRMò), Lime Rock Resources A, L.P. (ñLRR Aò), Lime Rock Resources B, L.P. (ñLRR Bò), Lime Rock 

Resources C, L.P. (ñLRR Cò), Lime Rock Resources II-A, L.P. (ñLRR II-Aò), Lime Rock Resources II-C, 

L.P. (ñLRR II-Cò), Vanguard Natural Resources, LLC (ñVanguardò) and Lighthouse Merger Sub, LLC, a 

wholly owned subsidiary of Vanguard (ñMerger Subò), pursuant to which, among other things, Merger Sub 

will merge with and into LRE, with LRE continuing as the surviving entity (the ñmergerò), and, at the same 

time, Vanguard will purchase all of the outstanding limited liability company interests in LRE GP, resulting 

in both LRE and LRE GP becoming wholly owned subsidiaries of Vanguard; 

 Å Proposal 2:  to consider and vote on a proposal to approve, on an advisory, non-binding basis, the merger-

related compensation payments that may become payable to certain of LREôs named executive officers in 

connection with the merger; and 

 Å Proposal 3:  to consider and vote on a proposal to approve the adjournment of the LRE special meeting if 

necessary to solicit additional proxies if there are not sufficient votes to approve the merger agreement at 

the time of the special meeting.  

These items of business, including the approval of the merger agreement and the proposed merger, are described 

in detail in the accompanying proxy statement/prospectus. Among other things, the LRE GP conflicts committee has 

determined that the merger agreement is advisable to and in the best interests of LRE and its unitholders who are not 

affiliates of LRE GP and has approved the merger agreement and recommended that the board of directors of LRE 

GP approve the merger agreement. Based upon, among other things, such recommendation of the LRE GP 

conflicts committee, the board of directors of LRE GP has determined that the merger agreement and the 

transactions contemplated by the merger agreement, including the merger, are in the best interests of LRE 

and its unitholders and recommends that LRE unitholders vote ñFORò the proposal to approve the merger 

agreement and the transactions  
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contemplated thereby, ñFORò the advisory merger-related compensation proposal and ñFORò the 

adjournment of the LRE special meeting if necessary to solicit additional proxies in favor of such approval.  

Only unitholders of record as of the close of business on July 24, 2015 are entitled to notice of the LRE special 

meeting and to vote at the LRE special meeting or at any adjournment or postponement thereof. A list of unitholders 



entitled to vote at the LRE special meeting will be available in LREôs offices located at Heritage Plaza, 1111 Bagby 

Street, Suite 4600, Houston, Texas 77002, during regular business hours for a period of ten days before the LRE 

special meeting, and at the place of the LRE special meeting during the meeting.  

Approval of the merger agreement and the transactions contemplated thereby by the LRE unitholders is a 

condition to the consummation of the merger and requires the affirmative vote of the holders, as of the record date of 

the special meeting, of a majority of the outstanding LRE common units. Therefore, your vote is very important. 

Certain affiliates of LRE, as holders of certain of the issued and outstanding LRE common units, have entered into 

an amended and restated voting and support agreement with Vanguard, pursuant to which they have agreed to vote 

all of their LRE common units in favor of the approval of the merger agreement and to take other actions in 

furtherance of the merger. Collectively, these LRE unitholders hold common units representing approximately 

30.5% of the votes of LREôs outstanding common units as of July 31, 2015.  

Your failure to vote your LRE common units will have the same effect as a vote cast ñAGAINSTò 

approval of the merger agreement and the transactions contemplated thereby.  

By order of the board of directors,  

Eric D. Mullins 

Co-Chief Executive Officer of LRE GP, LLC, 

the general partner of LRR Energy, L.P.  

Houston, Texas 

  

           , 2015  

YOUR VOTE IS IMPORTANT!  

REGARDLESS OF WHETHER YOU EXPECT TO ATTEND THE LRE SPECIAL MEETING IN 

PERSON, IT IS IMPORTANT THAT YOUR COMMON UNITS BE REPRESENTED. WE URGE YOU TO 

SUBMIT YOUR PROXY AS PROM PTLY AS POSSIBLE (1) BY TELEPHONE, (2) VIA THE INTERNET 

OR (3) BY MARKING, SIGNING AND DATING THE ENCLOSED PROXY CARD AND RETURNING IT 

IN THE PREPAID ENVELOPE PROVIDED . You may revoke your proxy or change your vote at any time 

before the LRE special meeting. If your LRE common units are held in the name of a bank, broker, nominee or other 

record holder, please follow the instructions on the voting instruction card furnished to you by such record holder.  

We urge you to read the accompanying proxy statement/prospectus, including all documents included in or 

incorporated by reference into the accompanying proxy statement/prospectus, and its annexes carefully and in their 

entirety. If you have any questions concerning the merger, the merger agreement, the advisory, non-binding vote on 

the merger-related compensation payments that may become payable to certain of LREôs named executive officers 

in connection with the merger, the adjournment vote, the LRE special meeting or the accompanying proxy 

statement/prospectus, would like additional copies of the accompanying proxy statement/prospectus or need help 

voting your LRE common units, please contact LREôs proxy solicitor.  

The Solicitation Agent for the Special Meeting is: 

  

Morrow & Co., LLC  

470 West Avenue ð 3
rd
 Floor 

Stamford, CT 06902 

  

Banks and Brokerage Firms, please call (203) 658-9400  

Unitholders, please call toll free (855) 264-1296  
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ADDITIONAL INFORMATION  



This proxy statement/prospectus incorporates by reference important business and financial information about 

Vanguard and LRE from other documents filed with the Securities and Exchange Commission (the ñSECò) that are 

not included in or delivered with this proxy statement/prospectus. See ñWhere You Can Find More Information.ò  

Documents incorporated by reference are available to you without charge upon written or oral request. You can 

obtain any of these documents by requesting them in writing or by telephone from the appropriate party at the 

following addresses and telephone numbers.  

    

Vanguard Natural Resources, LLC 

Attention: Investor Relations 

5847 San Felipe, Suite 3000 

Houston, Texas 77057 

(832) 327-2255 

investorrelations@vnrllc.com 

  

LRR Energy, L.P. 

Attention: Investor Relations 

Heritage Plaza 

1111 Bagby Street 

Suite 4600 

Houston, Texas 77002 

(713) 292-9510 

To receive timely delivery of the requested documents in advance of the LRE special meeting, you should 

make your request no later than September 2, 2015.  

ABOUT THIS DOCUMENT  

This proxy statement/prospectus, which forms part of a registration statement on Form S-4 filed with the SEC by 

Vanguard (File No. 333-204696), constitutes a prospectus of Vanguard under Section 5 of the Securities Act of 

1933, as amended (the ñSecurities Actò), with respect to the Vanguard common units to be issued pursuant to the 

merger agreement. This proxy statement/prospectus also constitutes a notice of meeting and a proxy statement under 

Section 14(a) of the Securities Exchange Act of 1934, as amended (the ñExchange Actò), with respect to the LRE 

special meeting, at which LRE unitholders will be asked to consider and vote on, among other matters, a proposal to 

approve the merger agreement and the transactions contemplated thereby.  

You should rely only on the information contained in or incorporated by reference into this proxy 

statement/prospectus. No one has been authorized to provide you with information that is different from that 

contained in, or incorporated by reference into, this proxy statement/prospectus. This proxy statement/prospectus is 

dated           , 2015. The information contained in this proxy statement/prospectus is accurate only as of that date or, 

in the case of information in a document incorporated by reference, as of the date of such document, unless the 

information specifically indicates that another date applies. Neither the mailing of this proxy statement/prospectus to 

LRE unitholders nor the issuance by Vanguard of its common units pursuant to the merger agreement will create 

any implication to the contrary.  

This proxy statement/prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, any 

securities, or the solicitation of a proxy, in each case, in any jurisdiction in which, or from any person to whom, it is 

unlawful to make any such offer or solicitation in such jurisdiction.  

The information concerning Vanguard contained in this proxy statement/prospectus or incorporated by reference 

has been provided by Vanguard, and the information concerning LRE contained in this proxy statement/prospectus 

or incorporated by reference has been provided by LRE.  
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QUESTIONS AND ANSWERS  

Set forth below are questions that you, as a unitholder of LRE, may have regarding the merger, the vote on the 

merger, the advisory, non-binding vote on the merger-related compensation payments that may become payable to 



certain of LREôs named executive officers in connection with the merger, the adjournment proposal and the LRE 

special meeting, and brief answers to those questions. You are urged to read carefully this proxy 

statement/prospectus and the other documents referred to in this proxy statement/prospectus in their entirety, 

including the merger agreement, which is attached as Annex A to this proxy statement/prospectus, and the 

documents contained in and incorporated by reference into this proxy statement/prospectus, because this section 

may not provide all of the information that is important to you with respect to the merger and the LRE special 

meeting. You may obtain a list of the documents incorporated by reference into this proxy statement/prospectus in 

the section titled ñWhere You Can Find More Information.ò  

 Q: Why am I receiving this proxy statement/prospectus?  

 A: Vanguard and LRE have agreed to a merger, pursuant to which Merger Sub will merge with and into LRE, with 

LRE continuing as the surviving entity, and, at the same time, Vanguard will purchase all of the limited liability 

company interests in LRE GP, resulting in both LRE and LRE GP becoming wholly owned subsidiaries of 

Vanguard. Following the completion of the transactions contemplated by the merger agreement, LRE will cease 

to be a publicly traded limited partnership. In order to complete the merger, LRE unitholders must vote to 

approve the merger agreement and the transactions contemplated thereby. LRE is holding a special meeting of 

unitholders to obtain such unitholder approval. LRE unitholders will also be asked to approve, on an advisory, 

non-binding basis, the payments that will or may be paid by LRE to certain of its named executive officers in 

connection with the merger.  

In the merger, Vanguard will issue Vanguard common units as the consideration to be paid to holders of LRE 

common units. This document is being delivered to you as both a proxy statement of LRE and a prospectus of 

Vanguard in connection with the merger. It is the proxy statement by which the board of directors of LRE GP is 

soliciting proxies from you to vote on the approval of the merger agreement and the transactions contemplated 

thereby at the LRE special meeting or at any adjournment or postponement of the LRE special meeting. It is also the 

prospectus by which Vanguard will issue Vanguard common units to you in the merger.  

Your vote is important. We encourage you to vote as soon as possible.  

 Q: What will happen in the merger?  

 A: In the merger, Merger Sub will merge with and into LRE. LRE will be the surviving limited partnership in the 

merger. LRE will cease to be a publicly traded limited partnership following completion of the merger. At the 

same time, Vanguard will purchase all of the limited liability company interests in LRE GP, resulting in both 

LRE and LRE GP becoming wholly owned subsidiaries of Vanguard.  

 Q: What will I receive in the merger for my LRE common units?  

 A: If the merger is completed, your LRE common units will be cancelled and converted automatically into the right 

to receive a number of Vanguard common units equal to 0.550 (the ñexchange ratioò) multiplied by the number 

of LRE common units you hold. No fractional Vanguard common units will be issued. Holders of LRE common 

units to whom fractional units would have otherwise been issued will be entitled to receive, subject to applicable 

withholding, a cash payment in lieu of such fractional interest based on the average of the closing sale prices of 

the Vanguard common units over the ten consecutive full trading days ending at the close of trading on the full 

trading day immediately preceding the closing date of the merger. The exchange ratio for the merger 

consideration is fixed and will not be adjusted to reflect changes in the price of LRE common units or Vanguard 

common units prior to the closing of the merger. See ñRisk Factorsò beginning on page 44 of this proxy 

statement/prospectus.  
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 Q: Can I elect to receive cash for my LRE common units?  

 A: No. Pursuant to the merger agreement, the consideration to be received by the holders of LRE common units 

consists of the merger consideration and is fixed at the exchange ratio, in each case as described above.  

 Q: What will happen to LREôs restricted units in the merger?  

 A: If the merger is completed, each restricted common unit issued under LRE GPôs Long-Term Incentive Plan (the 

ñLTIPò) that is subject to time-based vesting (an ñLRE restricted unitò) and that is outstanding and unvested 

immediately prior to the effective time will, automatically and without any action on the part of the holder of 

such LRE restricted unit, become fully vested and the restrictions with respect thereto will lapse and such LRE 

restricted unit will be deemed to be an LRE common unit for purposes of the merger. See ñThe Merger 

Agreement ð Treatment of LRE Restricted Unitsò beginning on page 137 of this proxy statement/prospectus.  

 Q: What happens if the merger is not completed?  

 A: If the merger agreement is not approved by LRE unitholders or if the merger is not completed for any other 

reason, you will not receive any form of consideration for your LRE units in connection with the merger. 

Instead, LRE will remain an independent publicly held limited partnership and its common units will continue to 

be listed and traded on the New York Stock Exchange (the ñNYSEò). Under specified circumstances, LRE may 

be required to pay Vanguard a termination fee of $7,288,000. In addition, following a termination of the merger 

agreement in specified circumstances, either LRE or Vanguard will be required to pay up to $1,215,000 in 

expenses to the other party as described in ñThe Merger Agreement ð Termination Feeò beginning on page 146 

and ñThe Merger Agreement ð Expensesò beginning on page 147 of this proxy statement/prospectus.  

 Q: Will I continue to receive future distributions?  

 A: Before completion of the merger, LRE expects to continue to pay its regular quarterly cash distribution on its 

common units, which is currently $0.1875 per unit. LRE and Vanguard intend to coordinate the timing of 

distribution declarations leading up to the merger so that, in any month, a holder of LRE common units will 

either receive a regular quarterly distribution in respect of its LRE common units or a monthly distribution in 

respect of Vanguard common units that such holder will receive in the merger (but will not receive distributions 

in respect of both in any month). However, if the merger is completed at a time in which there is one or more 

months prior to completion of the merger for which a holder of LRE common units would not receive either a 

regular quarterly cash distribution covering such month or months or a monthly distribution in respect of the 

Vanguard common units such holder will receive in the merger, LRE may pay a portion of its regular quarterly 

cash distribution early to cover such month or months. Receipt of any LRE distributions prior to the completion 

of the merger will not reduce the merger consideration you receive. After completion of the merger, you will be 

entitled only to distributions on any Vanguard common units you receive in the merger and hold through the 

applicable distribution record date.  

 Q: What am I being asked to vote on?  

 A: LREôs unitholders are being asked to vote on the following proposals: 

 Å Proposal 1:  to approve the merger agreement, as such agreement may be amended from time to time, a 

copy of which is attached as Annex A to this proxy statement/prospectus, and the transactions contemplated 

thereby; 

 Å Proposal 2:  to approve, on an advisory, non-binding basis, the merger-related compensation payments that 

may become payable to certain of LREôs named executive officers in connection with the merger; and 

 Å Proposal 3:  to approve the adjournment of the LRE special meeting if necessary to solicit additional 

proxies if there are not sufficient votes to approve the merger agreement at the time of the LRE special 

meeting.  
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The approval of the proposal to approve the merger agreement and the transactions contemplated thereby by LRE 

unitholders is a condition to the obligations of LRE and Vanguard to complete the transactions contemplated by the 

merger agreement. Neither the approval (on an advisory, non-binding basis) of the merger-related compensation 

proposal nor the approval of the proposal to adjourn is a condition to the obligations of LRE or Vanguard to 

complete the transactions contemplated by the merger agreement.  

 Q: Does the board of directors of LREôs general partner recommend that unitholders approve the merger 

agreement and the transactions contemplated thereby?  

 A: Yes. The board of directors of LRE GP has unanimously approved the merger agreement and the transactions 

contemplated thereby, including the merger, and determined that these transactions are in the best interests of the 

LRE unitholders. Therefore, the board of directors of LRE GP unanimously recommends that you vote ñFORò 

the proposal to approve the merger agreement and the transactions contemplated thereby at the LRE special 

meeting. See ñProposal 1: The Merger ð Recommendation of LRE GPôs Board of Directors and Its Reasons for 

the Mergerò beginning on page 76 of this proxy statement/prospectus. In considering the recommendation of the 

board of directors of LRE GP with respect to the merger agreement and the transactions contemplated thereby, 

including the merger, you should be aware that, in certain cases, directors and executive officers of LRE GP 

have interests in the merger that may be different from, or in addition to, your interests as a unitholder of LRE. 

You should consider these interests in voting on this proposal. These different interests are described under 

ñProposal 1: The Merger ð Interests of Directors and Executive Officers of LRE GP in the Mergerò beginning 

on page 131 of this proxy statement/prospectus.  

 Q: What are the merger-related compensation payments to certain of LREôs named executive officers and 

why am I being asked to vote on them?  

 A: The SEC has adopted rules that require LRE to seek an advisory (non-binding) vote on the compensation 

payments related to the merger. The related compensation payments are certain compensation payments that are 

tied to or based on the merger and that will or may be paid by LRE to certain of its named executive officers in 

connection with the merger. This proposal is referred to as the ñmerger-related compensation proposal.ò  

 Q: Does the board of directors of LRE GP recommend that unitholders approve the merger-related 

compensation proposal?  

 A: Yes. The board of directors of LRE GP unanimously recommends that you vote ñFORò the merger-related 

compensation proposal. See ñProposal 2: Approval of Merger-Related Compensationò beginning on page 245 of 

this proxy statement/prospectus.  

 Q: What happens if the merger-related compensation proposal is not approved?  

 A: Approval of the merger-related compensation proposal is not a condition to completion of the merger. The vote 

is an advisory vote and is not binding. If the merger is completed, LRE will pay the related compensation to 

certain of its named executive officers in connection with the merger even if LRE unitholders fail to approve the 

merger-related compensation proposal.  

 Q: Does the board of directors of LRE GP recommend that unitholders approve the adjournment of the LRE 

special meeting if necessary?  

 A: Yes. The board of directors of LRE GP unanimously recommends that you vote ñFORò the proposal to adjourn 

the LRE special meeting if necessary to solicit additional proxies if there are not sufficient votes to approve the 

merger agreement at the time of the LRE special meeting. See ñProposal 3: Adjournment of the LRE Special 



Meetingò beginning on page 246 of this proxy statement/prospectus.  
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 Q: What unitholder vote is required for the approval of each proposal?  

 A: The following are the vote requirements for the proposals: 

 Å Proposal 1: Approval of the Merger Agreement.  The affirmative vote of the holders, as of the record date 

of the special meeting, of a majority of the outstanding LRE common units. Accordingly, abstentions, 

broker non-votes (if any) and unvoted units will have the same effect as votes ñAGAINSTò approval. 

 Å Proposal 2: Approval of Merger-Related Compensation.  The affirmative vote of the holders, as of the 

record date of the special meeting, of a majority of the outstanding LRE common units. Accordingly, 

abstentions, broker non-votes (if any) and unvoted units will have the same effect as votes ñAGAINSTò 

approval. 

 Å Proposal 3: Adjournment of the LRE Special Meeting (if necessary).  If a quorum is present at, and if a 

limited partner vote is solicited on adjournment of, the meeting, the affirmative vote of the holders of a 

majority of the outstanding LRE common units will be required to approve the proposal. If a quorum is not 

present at the meeting, the affirmative vote of the holders of a majority of the outstanding LRE common 

units present and entitled to be voted at such meeting represented either in person or by proxy, will be 

required to approve the proposal. Accordingly, if a quorum is present, abstentions, broker non-votes and 

unvoted units will have the same effect as votes ñAGAINSTò the proposal. If a quorum is not present, 

abstentions and broker non-votes will have the same effect as votes ñAGAINSTò the proposal, and unvoted 

units will have no effect on the approval of the proposal.  

Simultaneous with the execution of the merger agreement, Vanguard entered into a Voting and Support Agreement 

(the ñoriginal support agreementò) with each of LRR A, LRR B and LRR C, as holders of certain of the issued and 

outstanding LRE common units (collectively, the ñHoldersò), LRE, LRE GP, and, solely for certain restrictions on 

the sale of Vanguard common units, LRM, LRR II-A and LRR II-C. On May 21, 2015, in connection with the 

execution of the Eagle Rock merger agreement, the parties to the original support agreement entered into an 

Amended and Restated Voting and Support Agreement (the ñamended and restated support agreementò). Pursuant to 

the amended and restated support agreement, the Holders have agreed to vote all of their LRE common units in 

favor of the merger agreement and to take certain other specified actions in furtherance of the merger. Collectively, 

the Holders hold common units representing approximately 30.5% of the votes of LREôs outstanding common units 

as of July 31, 2015.  

 Q: What constitutes a quorum for the LRE special meeting?  

 A: The holders of a majority of the outstanding LRE common units must be represented in person or by proxy at 

the meeting in order to constitute a quorum.  

 Q: When is this proxy statement/prospectus being mailed?  

 A: This proxy statement/prospectus and the proxy card are first being sent to LRE unitholders on or about           , 

2015.  

 Q: Who is entitled to vote at the LRE special meeting?  

 A: Holders of LREôs common units outstanding as of the close of business on July 24, 2015, the record date for the 



determination of unitholders entitled to notice of and to vote at the LRE special meeting, are entitled to one vote 

per unit at the LRE special meeting.  

As of the record date, there were 28,074,433 common units outstanding, all of which are entitled to be voted at the 

LRE special meeting.  

 Q: When and where is the LRE special meeting?  

 A: The special meeting will be held at 1111 Bagby Street, Houston, TX 77002, on September 10, 2015 at 10:00 

a.m., local time.  
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 Q: How do I vote my LRE common units, or cause my LRE common units to be voted, at the LRE special 

meeting?  

 A: There are four ways you may cause your LRE common units to be voted at the LRE special meeting: 

 Å In Person.  If you are a unitholder of record, you may vote in person at the LRE special meeting. Units held 

by a broker, bank, nominee or other holder of record may be voted in person by you only if you obtain a 

legal proxy from the record holder (which is your broker, bank, nominee or other holder of record) giving 

you the right to vote the units; 

 Å Via the Internet.  You may submit a proxy electronically via the Internet by accessing the Internet address 

provided on each proxy card (if you are a unitholder of record) or vote instruction card (if your LRE 

common units are held by a broker, bank, nominee or other holder of record); 

 Å By Telephone.  You may submit a proxy by using the toll-free telephone number listed on the enclosed 

proxy card (if you are a unitholder of record) or vote instruction card (if your LRE common units are held 

by a broker, bank, nominee or other holder of record); or 

 Å By Mail.  You may submit a proxy by filling out, signing and dating the enclosed proxy card (if you are a 

unitholder of record) or vote instruction card (if your LRE common units are held by a broker, bank, 

nominee or other holder of record) and returning it by mail in the prepaid envelope provided.  

Even if you plan to attend the LRE special meeting in person, your plans may change, thus you are encouraged to 

submit your proxy as described above so that your vote will be counted if you later decide not to attend the LRE 

special meeting.  

If your LRE common units are held by a broker, bank, nominee or other holder of record, also known as holding 

units in ñstreet name,ò you should receive instructions from the broker, bank, nominee or other holder of record that 

you must follow in order to have your LRE common units voted. Please review such instructions to determine 

whether you will be able to submit your proxy via Internet or by telephone. The deadline for submitting your proxy 

by telephone or electronically through the Internet is 11:59 p.m. Eastern Time September 9, 2015 (the 

ñTelephone/Internet deadlineò).  

 Q: If my LRE common units are held in ñstreet nameò by my broker, will my broker automatically vote my 

LRE common units for me?  

 A: No. If your LRE common units are held in an account at a broker or through another nominee, you must instruct 

the broker or other nominee on how to vote your LRE common units by following the instructions that the 



broker or other nominee provides to you with these materials. Most brokers offer the ability for unitholders to 

submit voting instructions by mail by completing a voting instruction card, by telephone and via the Internet.  

If you do not provide voting instructions to your broker, your LRE common units will not be voted on any proposal 

on which your broker does not have discretionary authority to vote. This is referred to in this proxy 

statement/prospectus and in general as a broker non-vote. Because the only proposals for consideration at the LRE 

special meeting are non-discretionary proposals, it is not expected that there will be any broker non-votes at the LRE 

special meeting. If there are any broker non-votes, they will be counted as units that are present and entitled to be 

voted for purposes of determining the presence of a quorum, but the broker or other nominee will not be able to vote 

on those matters for which specific authorization is required. Under the current rules of the NYSE, brokers do not 

have discretionary authority to vote on the proposal to approve the merger agreement and the transactions 

contemplated thereby. A broker non-vote (if any) will have the same effect as a vote cast ñAGAINSTò (i) approval 

of the merger agreement and the transactions contemplated thereby, (ii) approval of the merger-related 

compensation proposal and (iii) approval of the adjournment proposal.  
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 Q: How will my LRE common units be represented at the LRE special meeting?  

 A: If you submit your proxy by telephone, the Internet website or by signing and returning your proxy card, the 

officers named in your proxy card will vote your LRE common units in the manner you requested if you 

correctly submitted your proxy. If you sign your proxy card and return it without indicating how you would like 

to vote your LRE common units, your LRE common units will be voted as the board of directors of LRE GP 

recommends, which is: 

 Å Proposal 1:  ñFORò the approval of the merger agreement and the transactions contemplated thereby; 

 Å Proposal 2:  ñFORò the approval, on an advisory, non-binding basis, the merger-related compensation 

payments that may become payable to certain of LREôs named executive officers in connection with the 

merger; and 

 Å Proposal 3:  ñFORò the approval of the adjournment of the LRE special meeting if necessary to solicit 

additional proxies if there are not sufficient votes to approval the merger agreement at the time of the 

special meeting.  

If you hold your LRE common units through a broker or other nominee, you must follow the directions you receive 

from your broker or other nominee in order to revoke your proxy or change your voting instructions.  

 Q: Who may attend the LRE special meeting?  

 A: LRE unitholders (or their authorized representatives) and LREôs invited guests may attend the LRE special 

meeting. All attendees should be prepared to present government-issued photo identification (such as a driverôs 

license or passport) for admittance.  

 Q: Is my vote important?  

 A: Yes, your vote is very important. If you do not submit a proxy or vote in person at the LRE special meeting, it 

will be more difficult for LRE to obtain the necessary quorum to hold the LRE special meeting. In addition, an 

abstention or your failure to submit a proxy or to vote in person will have the same effect as a vote cast 

ñAGAINSTò approval of the merger agreement and the transactions contemplated thereby. If you hold your 



LRE common units through a broker or other nominee, your broker or other nominee will not be able to cast a 

vote on such approval without instructions from you. The board of directors of LRE GP recommends that you 

vote ñFORò the approval of the merger agreement and the transactions contemplated thereby.  

 Q: Can I revoke my proxy?  

 A: Yes. If you are a unitholder of record, you may revoke or change your proxy at any time before the 

Telephone/Internet deadline or before the polls close at the LRE special meeting by: 

 Å sending a written notice, no later than the Telephone/Internet deadline, to LRE at Heritage Plaza, 1111 

Bagby Street, Suite 4600, Suite 4600, Houston, Texas 77002, Attn: Secretary, that bears a date later than the 

date of the proxy and is received prior to the LRE special meeting and states that you revoke your proxy; 

 Å submitting a valid, later-dated proxy by mail, telephone or Internet that is received prior to the LRE special 

meeting; or 

 Å attending the LRE special meeting and voting by ballot in person (your attendance at the LRE special 

meeting will not, by itself, revoke any proxy that you have previously given).  

 Q: What happens if I sell my LRE common units after the record date but before the LRE special meeting?  

 A: The record date for the LRE special meeting is earlier than the date of the LRE special meeting and the date that 

the transactions contemplated by the merger agreement are expected to be completed. If you sell or otherwise 

transfer your LRE common units after the record date but before the date of the LRE  
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  special meeting, you will retain your right to vote at the LRE special meeting. However, you will not have the 

right to receive the merger consideration to be received by LREôs unitholders in the merger. In order to receive 

the merger consideration, you must hold your LRE common units through completion of the merger.  

 Q: What does it mean if I receive more than one proxy card or vote instruction card?  

 A: Your receipt of more than one proxy card or vote instruction card means that you have multiple accounts with 

LREôs transfer agent or with a brokerage firm, bank, nominee or other holder of record. If submitting your proxy 

by mail, please sign and return all proxy cards or vote instruction cards to ensure that all of your LRE common 

units are voted. Each proxy card or vote instruction card represents a distinct number of units, and it is the only 

means by which those particular units may be voted by proxy.  

 Q: Am I entitled to appraisal rights if I vote against the approval of the merger agreement?  

 A: No. Appraisal rights are not available in connection with the merger under the Delaware Revised Uniform 

Limited Partnership Act (the ñDelaware LP Actò) or under the LRE partnership agreement.  

 Q: Is completion of the merger subject to any conditions?  

 A: Yes. In addition to the approval of the merger agreement by LRE unitholders, completion of the transactions 

contemplated by the merger agreement requires the satisfaction or, to the extent permitted by applicable law, 

waiver of the other conditions specified in the merger agreement. See ñThe Merger Agreement ð Conditions to 

Consummation of the Transactions Contemplated by the Merger Agreementò beginning on page 138 of this 

proxy statement/prospectus.  



 Q: When do you expect to complete the merger?  

 A: LRE and Vanguard are working towards completing the merger promptly. LRE and Vanguard currently expect 

to complete the transactions contemplated by the merger agreement, including the merger, in the third quarter of 

2015, subject to receipt of LREôs unitholder approval and other usual and customary closing conditions. 

However, no assurance can be given as to when, or if, the merger will occur.  

 Q: How does the proposed merger relate to Vanguardôs proposed merger with Eagle Rock?  

 A: On May 21, 2015, Vanguard and Talon Merger Sub, LLC (ñTalon Merger Subò), an indirect wholly owned 

subsidiary of Vanguard, entered into an Agreement and Plan of Merger with Eagle Rock and Eagle Rock GP (as 

it may be amended from time to time, the ñEagle Rock merger agreementò), pursuant to which, subject to the 

terms and conditions thereof, Talon Merger Sub will be merged with and into Eagle Rock, with Eagle Rock 

continuing as the surviving entity and a wholly owned indirect subsidiary of Vanguard (the ñEagle Rock 

mergerò). Under the terms of the Eagle Rock merger agreement, holders of Eagle Rock common units will 

receive 0.185 Vanguard common units for each Eagle Rock common unit held. The exchange ratio for the Eagle 

Rock merger is fixed and will not be adjusted to reflect changes in the price of Eagle Rock common units or 

Vanguard common units prior to the closing of the transactions contemplated by the Eagle Rock merger 

agreement. Prior to entering into the Eagle Rock merger agreement, Vanguard obtained the consent of the board 

of directors of LRE GP as required under Section 4.2 of the merger agreement pursuant to a letter agreement by 

and among Vanguard, LRE GP and LRE. 

A joint proxy statement/prospectus will be mailed to unitholders of Vanguard and Eagle Rock in connection with the 

Eagle Rock merger. The Eagle Rock merger is a transaction separate and apart from the merger, and the completion 

of the Eagle Rock merger is not a condition to the completion of the merger, and the completion of the merger is not 

a condition to the completion of the Eagle Rock merger.  

 Q: What are the expected U.S. federal income tax consequences to an LRE common unitholder as a result of 

the transactions contemplated by the merger agreement?  

 A: It is anticipated that no gain or loss will be recognized by a holder of LRE common units solely as a result of the 

merger, other than (i) such unitholderôs distributive share of any gain recognized by LRE as a result of the 

receipt of the aggregate amount of any cash in lieu of fractional Vanguard common units  
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  to be received by the LRE unitholders and (ii) any net decrease in such LRE unitholderôs share of partnership 

liabilities pursuant to Section 752 of the Internal Revenue Code of 1986, as amended (the ñCodeò) to the extent 

such decrease exceeds such LRE unitholderôs adjusted tax basis in its LRE units at the closing of the merger.  

Please read ñRisk Factors ð Risk Factors Relating to the Mergerò and ñMaterial U.S. Federal Income Tax 

Consequences of the Merger ð Tax Consequences of the Merger to LRE Common Unitholders.ò  

 Q: Under what circumstances could the merger result in a holder of LRE common units recognizing taxable 

income or gain?  

 A: For U.S. federal income tax purposes, LRE will be deemed to contribute all of its assets to Vanguard in 

exchange for Vanguard common units, the assumption of LREôs liabilities and cash in lieu of fractional 

Vanguard common units, followed by a liquidation of LRE in which Vanguard common units and cash are 

distributed to LRE unitholders. The actual receipt of cash and the deemed receipt of cash by LRE in the merger 



could trigger gain to LRE either because it would be treated as part of a sale or because it exceeds LREôs 

adjusted tax basis in its assets at the closing of the merger, and any such gain would be allocated to the LRE 

unitholders pursuant to the LRE partnership agreement. LRE expects that the actual receipt of cash and the 

deemed receipt of cash by LRE will qualify for one or more exceptions to sale treatment, and LRE does not 

currently expect that it will recognize gain as a result of the deemed receipt of cash in the merger exceeding its 

adjusted tax basis in its assets. In addition, as a result of the merger, the holders of LRE common units who 

receive Vanguard common units will become limited partners of Vanguard for U.S. federal income tax purposes 

and will be allocated a share of Vanguardôs nonrecourse liabilities. Each holder of LRE common units will be 

treated as receiving a deemed cash distribution equal to the excess, if any, of such LRE unitholderôs share of 

nonrecourse liabilities of LRE immediately before the merger over such common unitholderôs share of 

nonrecourse liabilities of Vanguard immediately following the merger. If the amount of cash actually received 

plus any deemed cash distribution received by a holder of LRE common units exceeds such common 

unitholderôs basis in his LRE units, such common unitholder will recognize gain in an amount equal to such 

excess. While there can be no assurance, Vanguard and LRE expect that most holders of LRE common units 

will not recognize gain in this manner. The amount and effect of any gain that may be recognized by holders of 

LRE common units will depend on such unitholderôs particular situation, including the ability of such unitholder 

to utilize any suspended passive losses. For additional information, please read ñMaterial U.S. Federal Income 

Tax Consequences of the Merger ð Tax Consequences of the Merger to LRE,ò ñMaterial U.S. Federal Income 

Tax Consequences of the Merger ð Tax Consequences of the Merger to LRE Common Unitholdersò and ñRisk 

Factors Relating to the Merger.ò  

 Q: What are the expected U.S. federal income tax consequences for a holder of LRE common units of the 

ownership of Vanguard common units after the merger is completed?  

 A: Each holder of LRE common units who becomes a Vanguard unitholder as a result of the merger will, as is the 

case for existing Vanguard common unitholders, be allocated such unitholderôs distributive share of Vanguardôs 

income, gains, losses, deductions and credits. In addition to U.S. federal income taxes arising as a result of such 

allocations, such a holder will be subject to other taxes, including state and local income taxes, unincorporated 

business taxes, and estate, inheritance or intangibles taxes that may be imposed by the various jurisdictions in 

which Vanguard conducts business or owns property or in which the unitholder is resident. Please read 

ñMaterial U.S. Federal Income Tax Consequences of Vanguard Common Unit Ownership.ò  

 Q: Assuming the merger closes before December 31, 2015, how many Schedule K-1s will I receive if I am an 

LRE unitholder?   

 A: If you are a holder of LRE common units, you will receive two Schedule K-1s, one from LRE, which will report 

your share of LREôs income, gain, loss and deduction for the portion of the tax year that you held LRE units 

prior to the effective time of the merger, and one from Vanguard, which will report your share of Vanguardôs 

income, gain, loss and deduction for the portion of the tax year you held Vanguard common units following the 

effective time of the merger.  
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At the effective time of the merger, LRE will be treated as a terminated partnership under Section 708 of the Code. 

Therefore, as a result of the merger, LREôs taxable year will end as of the date of the merger, and LRE will be 

required to file a final U.S. federal income tax return for the taxable year ending on the date the merger is effective. 



LRE expects to furnish a Schedule K-1 to each LRE unitholder, and Vanguard expects to furnish a Schedule K-1 to 

each Vanguard unitholder, within 90 days of the closing of Vanguardôs taxable year on December 31, 2015.  

 Q: What do I need to do now?  

 A: Carefully read and consider the information contained in and incorporated by reference into this proxy 

statement/prospectus, including its annexes. Then, please vote your LRE common units or submit your proxy in 

accordance with the instructions described above.  

If you hold units through a broker or other nominee, please instruct your broker or nominee to vote your LRE 

common units by following the instructions that the broker or nominee provides to you with these materials.  

 Q: Should I send in my unit certificates now?  

 A: No. LRE unitholders should not send in their unit certificates at this time. After completion of the merger, 

Vanguardôs exchange agent will send you a letter of transmittal and instructions for exchanging your LRE 

common units for the merger consideration. All Vanguard common units issued pursuant to the transactions 

contemplated by the merger agreement will be issued in book-entry form, without physical certificates.  

 Q: Who should I call with questions?  

 A: LRE unitholders should call Morrow & Co., LLC (ñMorrowò), LREôs proxy solicitor, toll-free at (855) 264-

1296 (banks and brokers can call collect at (203) 658-9400) with any questions about the merger or the LRE 

special meeting, or to obtain additional copies of this proxy statement/prospectus, proxy cards or voting 

instruction forms. 
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SUMMARY  

This summary highlights selected information from this proxy statement/prospectus. You are urged to read 

carefully the entire proxy statement/prospectus and the other documents referred to in this proxy 

statement/prospectus because the information in this section does not provide all the information that might be 

important to you with respect to the merger agreement, the merger and the other matters being considered at the 

LRE special meeting. See ñWhere You Can Find More Information.ò Each item in this summary refers to the page 

of this proxy statement/prospectus on which that subject is discussed in more detail.  

The Parties (See page 60)  

Vanguard Natural Resources, LLC (ñVanguardò) is a Delaware limited liability company with common units 

traded on the NASDAQ Global Select Market (ñNASDAQò) under the symbol ñVNR.ò Vanguard is an independent 

energy company focused on the acquisition, exploitation and development of mature, long-lived oil and natural gas 

properties in the United States. Vanguardôs properties and oil and natural gas reserves are located primarily in nine 

operating basins in Wyoming, Colorado, Texas, New Mexico, Mississippi, Montana, Arkansas, Oklahoma and 

North Dakota. Vanguardôs principal executive offices are located at 5847 San Felipe, Suite 3000, Houston, Texas 

77057, and its telephone number is (832) 327-2255.  

LRR Energy, L.P. (ñLREò) is a Delaware limited partnership formed in April 2011 by Lime Rock Management 

LP (ñLRMò), an affiliate of Lime Rock Resources A, L.P. (ñLRR Aò), Lime Rock Resources B, L.P. (ñLRR Bò) and 

Lime Rock Resources C, L.P. (ñLRR Cò and, together with LRR A and LRR B, ñFund Iò), to operate, acquire, 

exploit and develop producing oil and natural gas properties in North America with long-lived, predictable 

production profiles. LREôs properties consist of mature, low-risk onshore oil and natural gas reservoirs with long-

lived, predictable production profiles located across three diverse producing regions: (i) the Permian Basin region in 

West Texas and Southeast New Mexico, (ii) the Mid-Continent region in Oklahoma and East Texas and (iii) the 



Gulf Coast region in Texas. LREôs common units are traded on the NYSE under the symbol ñLREò. LRE GP, LLC, 

a Delaware limited liability company (ñLRE GPò), is LREôs general partner. LREôs principal executive offices are 

located at Heritage Plaza, 1111 Bagby Street, Suite 4600, Houston, Texas 77002, and its telephone number is (713) 

292-9510.  

Lighthouse Merger Sub, LLC (ñMerger Subò) is a Delaware limited liability company and wholly owned 

subsidiary of Vanguard. Merger Sub was created for purposes of the merger and has not carried on any activities to 

date, other than activities incidental to its formation or undertaken in connection with the transactions contemplated 

by the merger agreement.  

Each of LRM, LRR A, LRR B, LRR C, Lime Rock Resources II-A, L.P. (ñLRR II-Aò) and Lime Rock 

Resources II-C, L.P. (ñLRR II-Cò) are Delaware limited partnerships and affiliates of LRE that own limited liability 

company interests in LRE GP.  

The Merger (See page 67)  

Subject to the terms and conditions of the merger agreement and in accordance with Delaware law, the merger 

agreement provides for the merger of Merger Sub with and into LRE, with LRE continuing as the surviving entity, 

and, at the same time, the purchase by Vanguard of all of the outstanding limited liability company interests in LRE 

GP, resulting in both LRE and LRE GP becoming wholly owned subsidiaries of Vanguard.  

Merger Consideration (See page 137)  

The merger agreement provides that, at the effective time of the merger (the ñeffective timeò), each LRE 

common unit issued and outstanding immediately prior to the effective time will be converted into the right to 

receive 0.550 Vanguard common units. Any LRE common units that are owned by LRE or Vanguard or any of their 

respective subsidiaries at the effective time will be cancelled and cease to exist, without any conversion or payment 

of consideration in respect thereof.  
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Treatment of LRE Restricted Units (See page 137)  

Under the merger agreement, each LRE restricted unit that is outstanding and unvested immediately prior to the 

effective time will, at the effective time, become fully vested and the restrictions with respect thereto will lapse and 

such LRE restricted unit be deemed to be an LRE common unit for purposes of the merger.  

LRE Special Unitholder Meeting; Unitholders Entitled to Vote; Vote Required (See page 62)  

Meeting.  The special meeting will be held at 1111 Bagby Street, Houston, TX 77002 on September 10, 2015 at 

10:00 a.m., local time. At the LRE special meeting, LRE unitholders will be asked to vote on the following 

proposals: 

 Å Proposal 1:  to approve the merger agreement, as such agreement may be amended from time to time, and 

the transactions contemplated thereby; 

 Å Proposal 2:  to approve, on an advisory, non-binding basis, the merger-related compensation payments that 

may become payable to certain of LREôs named executive officers in connection with the merger; and 

 Å Proposal 3:  to approve the adjournment of the special meeting if necessary to solicit additional proxies if 

there are not sufficient votes to approve the merger agreement at the time of the special meeting.  

Record Date.  Only LRE unitholders of record at the close of business on July 24, 2015, the record date for the 

determination of holders entitled to notice of and to vote at the LRE special meeting will be entitled to receive notice 

of and to vote at the LRE special meeting. As of the close of business on the record date of July 24, 2015, there were 

28,074,433 LRE common units outstanding and entitled to be voted at the meeting. Each holder of LRE common 

units is entitled to one vote for each unit owned as of the record date.  



Required Vote.  To approve the merger agreement and the transactions contemplated thereby, the holders, as of 

the record date of the special meeting, of a majority of the outstanding LRE common units must vote in favor of 

such proposal. LRE cannot complete the merger unless its unitholders approve the merger agreement and the 

transactions contemplated thereby. Simultaneous with the execution of the merger agreement, certain affiliates of 

LRE, as holders of certain of the issued and outstanding LRE common units, have entered into an amended and 

restated voting and support agreement with Vanguard, pursuant to which they have agreed to vote all of their LRE 

common units in favor of the approval of the merger agreement and to take other actions in furtherance of the 

transactions contemplated by the merger agreement. Collectively, these LRE unitholders hold common units 

representing approximately 30.5% of the votes of LREôs outstanding common units as of July 31, 2015. Because 

approval of this proposal is based on the affirmative vote of the holders of a majority of the outstanding LRE 

common units, an LRE unitholderôs failure to vote, an abstention from voting or the failure of an LRE unitholder 

who holds his or her units in ñstreet nameò through a broker or other nominee to give voting instructions to such 

broker or other nominee will have the same effect as a vote cast ñAGAINSTò approval of the merger agreement and 

the transactions contemplated thereby.  

To approve (on an advisory, non-binding basis) the proposal regarding the merger-related compensation 

payments that may become payable to certain of LREôs named executive officers in connection with the merger, the 

holders, as of the record date of the special meeting, of a majority of the outstanding LRE common units must vote 

in favor of such proposal. Because approval of this proposal is based on the affirmative vote of the holders of a 

majority of the outstanding LRE common units, an LRE unitholderôs failure to vote, an abstention from voting or 

the failure of an LRE unitholder who holds his or her units in ñstreet nameò through a broker or other nominee to 

give voting instructions to such broker or other nominee will have the same effect as a vote cast ñAGAINSTò 

approval of the mergerïrelated compensation payments.  

To approve the adjournment of the LRE special meeting if necessary to solicit additional proxies if there are not 

sufficient votes to approve the merger agreement at the time of the special meeting if a quorum is present at, and if a 

limited partner vote is solicited on adjournment of, the meeting, the holders of a majority of the outstanding LRE 

common units must vote in favor of the proposal. If a quorum is not present at the meeting, the affirmative vote of 

the holders of a majority of the outstanding LRE common units present and  
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entitled to be voted at such meeting represented either in person or by proxy is required to adjourn. Because 

approval of this proposal is based on the affirmative vote of the holders of a majority of the outstanding LRE 

common units if a quorum is present, if a limited partner vote is solicited, an LRE unitholderôs failure to vote, an 

abstention from voting or the failure of an LRE unitholder who holds his or her units in ñstreet nameò through a 

broker or other nominee to give voting instructions to such broker or other nominee will have the same effect as a 

vote cast ñAGAINSTò approval of this proposal.  

Unit Ownership of and Voting by LRE GPôs Directors and Executive Officers.  At the close of business on the 

record date for the LRE special meeting, LRE GPôs directors and executive officers and their affiliates beneficially 

owned and had the right to vote 8,962,552 LRE common units at the LRE special meeting, which represents 

approximately 32% of the LRE common units entitled to be voted at the LRE special meeting. It is expected that 

LRE GPôs directors and executive officers will vote their units ñFORò the approval of the merger agreement and the 

transactions contemplated thereby, although none of them has entered into any agreement requiring them to do so.  

LRE Unitholder Proposals.  Ownership of LRE common units does not entitle LRE common unitholders to 

make proposals at the LRE special meeting. The LRE partnership agreement gives LRE GP the right to make rules 

regarding the conduct of such meetings and only permits the limited partners of LRE to have the right to vote on 

matters they are entitled to vote on under the LRE partnership agreement or with respect to matters that LRE GP 



determines to submit to a vote of the limited partners of LRE. As a result, LRE GP may adopt a rule for such 

meetings that only LRE GP may make proposals at such meetings, and it is expected that LRE GP will adopt such a 

rule for the LRE special meeting.  

LREôs Reasons for the Merger; Recommendation of LRE GPôs Board of Directors and LRE GPôs Conflicts 

Committee (See pages 76 and 82)  

The conflicts committee of the board of directors of LRE GP (the ñLRE GP conflicts committeeò) has 

determined that the merger agreement is advisable to and in the best interests of LRE and its unitholders who are not 

affiliates of LRE GP and has approved the merger agreement and recommended that the board of directors of LRE 

GP approve the merger agreement. Based upon, among other things, the recommendation of the LRE GP conflicts 

committee, the board of directors of LRE GP has determined that the merger agreement and the transactions 

contemplated thereby are in the best interests of LRE and its unitholders and recommends that LRE unitholders vote 

ñFORò the approval of the merger agreement and the transactions contemplated thereby.  

In the course of reaching its decision to approve the merger agreement and the transactions contemplated by the 

merger agreement, the board of directors of LRE GP considered a number of factors in its deliberations in addition 

to the recommendation of the LRE GP conflicts committee. For a more complete discussion of these factors, see 

ñProposal 1: The Merger ð Recommendation of LRE GPôs Board of Directors and Its Reasons for the Mergerò and 

ñProposal 1: The Merger ð Recommendation of the LRE GP Conflicts Committee and Its Reasons for the Merger.ò  

Voting and Support Agreement (See page 123)  

Simultaneous with the execution of the merger agreement, Vanguard entered into a Voting and Support 

Agreement (the ñoriginal support agreementò) with each of LRR A, LRR B and LRR C, as holders of certain of the 

issued and outstanding LRE common units (collectively, the ñHoldersò), LRE, LRE GP, and, solely for certain 

restrictions on the sale of Vanguard common units, LRM, LRR II-A and LRR II-C (the ñNon-Fund I GP Sellersò). 

On May 21, 2015, in connection with the execution of the Eagle Rock merger agreement, the parties to the original 

support agreement entered into an Amended and Restated Voting and Support Agreement (the ñamended and 

restated support agreementò). Collectively, the Holders hold LRE common units representing approximately 30.5% 

of the votes of LREôs outstanding common units as of July 31, 2015.  

In accordance with the amended and restated support agreement, the Holders have agreed, among other things, 

subject to a change in recommendation by the board of directors of LRE GP, to vote or cause to be voted all of their 

units, including LRE common units owned by such Holders, in favor of the merger and the approval of the merger 

agreement and against alternative proposals or other proposals made in opposition to approval of the merger 

agreement and other actions or transactions which might materially impede or interfere  

12 

 
  

  

TABLE OF CONTENTS  

with the merger or the transactions contemplated by the merger agreement. The Holders also agreed to provide 

Vanguard with an irrevocable proxy over all of their LRE common units, which will empower Vanguard, subject to 

the terms of the amended and restated support agreement, to vote those units in favor of the merger and the 

transactions contemplated thereby on behalf of the Holders. The foregoing obligations will terminate upon the 

earliest to occur of (a) the consummation of the merger and (b) the valid termination of the merger agreement in 

accordance with its terms.  

The Holders have also agreed to certain restrictions under the amended and restated support agreement, 

including but not limited to: (i) a restriction on transferring more than 15% of their LRE common units prior to the 

earlier of the completion of the merger and the valid termination of the merger agreement in accordance with its 

terms and (ii) a restriction on soliciting or encouraging alternative proposals. Furthermore, the Holders agreed to 

promptly notify Vanguard of any alternative proposal that they receive and to keep Vanguard reasonably informed 

on the material developments of any such alternative proposals. For a period beginning at the effective time of the 

merger and continuing for a period of 90 days thereafter, the Holders and the Non-Fund I GP Sellers have also 



agreed not to sell, contract to sell, transfer or otherwise dispose of any Vanguard common units (or any security 

exercisable or exchangeable for Vanguard common units) received in the transactions contemplated by the merger 

agreement, provided that, on each trading day during such period, the Holders and the Non-Fund I GP Sellers may 

sell, contract to sell, transfer or otherwise dispose of an aggregate number of Vanguard common units (or any 

security exercisable or exchangeable for Vanguard common units), on a daily basis, not to exceed 10% of the 

average daily trading volume of Vanguard common units during the four weeks immediately prior to the first day of 

the calendar month in which such transaction occurs. Vanguard and the Holders have also agreed to a mutual two-

year non-solicitation of employees commencing at the effective time of the merger.  

For a more complete discussion of the amended and restated support agreement, see ñProposal 1: The Merger ð

 Voting and Support Agreement.ò  

Termination and Continuing Obligations Agreement (See page 126) 

As a condition to closing of transactions contemplated under the merger agreement, the parties have agreed to 

execute and deliver a Termination and Continuing Obligations Agreement (the ñtermination agreementò) 

substantially in the form attached as an exhibit to the merger agreement. Pursuant to the termination agreement, (i) 

the omnibus agreement among LRE, LRE GP, LRE Operating, LLC, a Delaware limited liability company and 

wholly owned subsidiary of LRE (ñOLLCò), the Holders, LRR GP, LLC, a Delaware limited liability company and 

the ultimate general partner of each of the Holders, and LRM, will be terminated and (ii) the Holders, severally and 

in proportion to each entity's property contributor percentage, will agree to indemnify LRE, LRE GP, OLLC and all 

of their respective subsidiaries from and against any losses arising out of any income tax liabilities attributable to the 

ownership or operation of the oil and natural gas properties owned or leased by any of LRE, LRE GP, OLLC or their 

respective subsidiaries prior to the closing of the LRE's initial public offering. The indemnification obligations of 

the Holders under the termination agreement will survive until the first anniversary of the closing date of the merger. 

See ñProposal 1: The Merger ð Termination and Continuing Obligations Agreement.ò  

Registration Rights Agreement (See page 126)  

Simultaneous with the execution of the merger agreement, Vanguard entered into a Registration Rights 

Agreement (the ñoriginal registration rights agreementò) with the Holders and Non-Fund I GP Sellers. On May 21, 

2015, in connection with the execution of the Eagle Rock merger agreement, the parties to the original registration 

rights agreement entered into an Amended and Restated Registration Rights Agreement (the ñamended and restated 

registration rights agreementò). Pursuant to the amended and restated registration rights agreement, among other 

things, (i) no later than the 14
th
 day following the closing date of the merger, Vanguard will file with the SEC either 

(a) a shelf registration statement with respect to the public resale of the Vanguard common units received by the 

Holders and Non-Fund I GP Sellers as consideration in the merger and the acquisition of LRE GP or (b) a post-

effective amendment to Vanguardôs existing automatic shelf registration statement on Form S-3, (ii) the Holders and 

the Non-Fund I GP Sellers will have the right to participate in future underwritten public offerings of Vanguard 

common units and (iii) subject to certain conditions, Vanguard will be obligated to initiate an underwritten offering 

of the Vanguard common units  
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received by the Holders and the Non-Fund I GP Sellers as consideration in the merger and the acquisition of LRE 

GP. For a more complete discussion of the registration rights agreement, see ñProposal 1: The Merger ð

 Registration Rights Agreement.ò  

Opinions of the Financial Advisor to the LRE GP Board of Directors (See page 89)  

The board of directors of LRE GP retained Tudor, Pickering, Holt & Co. Advisors, LLC (ñTPHò) as its 

exclusive financial advisor to provide financial advice and assistance to the board and to provide an opinion to the 

board in connection with the merger. TPH evaluated the fairness, from a financial point of view, of the merger 

consideration to be received in the merger by the holders of LRE common units. At a meeting of the board of 



directors of LRE GP held on April 20, 2015, at the request of the board, TPH orally rendered its opinion to the board 

that, as of April 20, 2015, based upon and subject to the assumptions, qualifications, limitations and other matters 

considered by TPH in connection with the preparation of its opinion, the merger consideration to be received in the 

merger by the holders of LRE common units pursuant to the merger agreement was fair, from a financial point of 

view, to such unitholders. TPH subsequently confirmed its opinion in writing to the board of directors of LRE GP 

(the ñLRE Opinionò).  

Pursuant to the merger agreement, Vanguardôs entering into and performing the Eagle Rock merger agreement 

and consummating the transactions contemplated by the Eagle Rock merger agreement (the ñEagle Rock 

Transactionsò), including the Eagle Rock merger, required the prior consent of the board of directors of LRE GP. 

Accordingly, in connection with its negotiation of the Eagle Rock merger agreement, Vanguard sought such consent 

of the board of directors of LRE GP (the ñConsentò). The board of directors of LRE GP retained TPH as its 

exclusive financial advisor to provide financial advice and assistance to the board and to provide an opinion to the 

board in connection with the boardôs consideration of the Consent. TPH evaluated the fairness, from a financial 

point of view, to Vanguard, giving pro forma effect to the consummation of the transactions contemplated by the 

merger agreement (the ñLRE Transactionsò) (ñNew Vanguardò), of the consideration to be paid by New Vanguard 

pursuant to the Eagle Rock merger agreement (the ñEagle Rock merger considerationò). At a meeting of the board of 

directors of LRE GP held on May 21, 2015, at the request of the board, TPH orally rendered its opinion to the board 

that, as of May 21, 2015, based upon and subject to the assumptions, qualifications, limitations and other matters 

considered by TPH in connection with the preparation of its opinion, the Eagle Rock merger consideration to be paid 

by New Vanguard pursuant to the Eagle Rock merger agreement was fair, from a financial point of view, to New 

Vanguard. TPH subsequently confirmed its opinion in writing to the board of directors of LRE GP (the ñEagle Rock 

Opinionò).  

The full text of the LRE Opinion, dated April 20, 2015, and the Eagle Rock Opinion, dated May 21, 2015, each 

of which sets forth, among other things, the assumptions made, procedures followed, matters considered, and 

qualifications and limitations of the review undertaken by TPH in rendering its opinions, are attached as Annex C 

and Annex D to this proxy statement/prospectus and are incorporated herein by reference. The summary of the TPH 

opinions set forth in this proxy statement/prospectus is qualified in its entirety by reference to the full text of the 

opinions. LRE unitholders are urged to read each TPH opinion carefully and in its entirety. TPH provided its 

opinions for the information and assistance of the board of directors of LRE GP in connection with (i) its 

consideration of the merger and (ii) its consideration of the Consent. Neither TPH opinion nor the summaries 

thereof, nor the related analyses disclosed in this proxy statement/prospectus, constitutes a recommendation as to 

how the board of directors of LRE GP, any holder of securities in LRE, Vanguard or Eagle Rock or any other person 

should act or vote with respect to the LRE Transactions, the Eagle Rock Transactions, the Consent or any other 

matter. TPH did not express any view on, and neither opinion addressed, any other term or aspect of the merger 

agreement, the LRE Transactions, the Eagle Rock merger agreement or the Eagle Rock Transactions. TPH did not 

express any opinion as to the price at which Vanguard common units, LRE common units or Eagle Rock common 

units will trade at any time or as to the impact of the LRE Transactions or the Eagle Rock Transactions on the 

solvency or viability of LRE, Vanguard or Eagle Rock or the ability of each of LRE, Vanguard or Eagle Rock to pay 

its obligations when they become due.  

See ñThe Merger ð Opinions of the Financial Advisor to the LRE GP Board of Directorsò beginning on page 

89. See also Annex C and Annex D to this proxy statement/prospectus.  

14 

 
  

  

TABLE OF CONTENTS  

Opinions of the Financial Advisor to the LRE GP Conflicts Committee (See page 102)  

In connection with the merger, Simmons & Company International (ñSimmonsò) delivered its opinion to the 

LRE GP conflicts committee to the effect that, as of April 20, 2015, and based upon and subject to the assumptions, 



limitations and qualifications set forth in its opinion, the terms of the merger contemplated by the merger agreement 

were fair from a financial point of view to the holders of common units of LRE other than LRM or affiliate entities 

(the ñunaffiliated LRE unitholdersò).  

In connection with the LRE GP conflicts committeeôs consideration of whether to consent to the Eagle Rock 

merger, Simmons delivered its opinion to the LRE GP conflicts committee to the effect that, as of May 20, 2015, 

and based upon and subject to the assumptions, limitations and qualifications set forth in its opinion, the terms of the 

Eagle Rock merger contemplated by the Eagle Rock merger agreement were fair from a financial point of view to 

the unaffiliated LRE unitholders.  

The full text of Simmonsô written opinion, dated April 20, 2015, which sets forth assumptions made, procedures 

followed, matters considered and limitations on the review undertaken in connection with the opinion, is attached as 

Annex E.  

The full text of Simmonsô written opinion, dated May 20, 2015, which sets forth assumptions made, procedures 

followed, matters considered and limitations on the review undertaken in connection with the opinion, is attached as 

Annex F.  

Simmonsô opinion, dated April 20, 2015, was provided to the LRE GP conflicts committee in connection with 

the LRE GP conflicts committeeôs consideration of the merger agreement, does not address any other aspect of the 

proposed merger agreement or the Eagle Rock merger and does not constitute a recommendation as to how any 

holder of interests in LRE or any other party to the merger or the Eagle Rock merger should vote or act with respect 

to the merger agreement, the Eagle Rock merger or any other matter. Simmonsô opinion, dated May 20, 2015, was 

provided to the LRE GP conflicts committee in connection with the LRE GP conflicts committeeôs consideration of 

whether to consent to the Eagle Rock merger, does not address any other aspect of the proposed merger agreement, 

or the Eagle Rock merger, and does not constitute a recommendation as to how any holder of interests in LRE or 

any other party to the merger agreement or the Eagle Rock merger should vote or act with respect to the merger, the 

Eagle Rock merger or any other matter. See ñThe Merger ð Opinions of the Financial Advisor to the LRE GP 

Conflicts Committeeò beginning on page 102. See also Annex E and Annex F to this proxy statement/prospectus.  

Vanguard Unitholder Approval is Not Required (See page 134)  

Vanguard unitholders are not required to approve the merger agreement or approve the merger or the issuance of 

Vanguard common units in connection with the merger.  

Ownership of Vanguard After the Merger (See page 134)  

Vanguard will issue approximately 15.44 million Vanguard common units to former LRE unitholders (which 

does not include the 12,320 Vanguard common units to be issued to the former members of LRE GP) pursuant to the 

transactions contemplated by the merger agreement. Additionally, if the Eagle Rock merger is consummated, 

Vanguard will issue approximately 28.75 million Vanguard common units to former Eagle Rock unitholders 

pursuant to the transactions contemplated by the Eagle Rock merger agreement. Further, the number of Vanguard 

common units outstanding will increase after the date of this proxy statement/prospectus if Vanguard sells additional 

common units to the public.  

If the Eagle Rock merger is consummated pursuant to the terms and conditions of the Eagle Rock merger 

agreement, based on the number of Vanguard common units outstanding as of July 31, 2015, immediately following 

the later to occur of the transactions contemplated by the merger agreement and the Eagle Rock merger agreement, 

Vanguard expects to have approximately 130.80 million Vanguard common units outstanding (including the 12,320 

Vanguard common units issued to the members of LRE GP). Under this scenario, LRE unitholders would be 

expected to hold approximately 11.8% of the aggregate number of Vanguard common units outstanding 

immediately after the completion of the merger and the Eagle Rock merger.  
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If, however, the Eagle Rock merger is not consummated pursuant to the terms and conditions of the Eagle Rock 

merger agreement, based on the number of Vanguard common units outstanding as of July 31, 2015, immediately 

following the completion of the merger, Vanguard expects to have approximately 102.06 million common units 

outstanding (including the 12,320 Vanguard common units issued to the members of LRE GP). Under this scenario, 

LRE unitholders would be expected to hold approximately 15.1% of the aggregate number of Vanguard common 

units outstanding immediately after the completion of the merger.  

Interests of Directors and Executive Officers of LRE GP in the Merger (See page 131)  

LRE GPôs directors and executive officers have financial interests in the merger that are different from, or in 

addition to, the interests of the LRE unitholders generally. Except as noted below, the members of the board of 

directors of LRE GP were aware of and considered these interests, among other matters, in evaluating and 

negotiating the merger agreement and the merger, and in recommending to LREôs unitholders that the merger 

agreement be approved.  

These interests include: 

 Å The Vice President and Chief Financial Officer and the independent directors of LRE GP hold restricted 

units issued under the LTIP that are subject to time-based vesting. Each LRE restricted unit that is 

outstanding and unvested immediately prior to the effective time of the merger will, automatically and 

without any action on the part of the holder of such LRE restricted unit, become fully vested and the 

restrictions with respect thereto will lapse and such LRE restricted unit will be deemed to be LRE common 

units for purposes of the merger. The aggregate value of the Vanguard common units to be received by the 

Vice President and Chief Financial Officer and the independent directors of LRE GP in connection with the 

vesting of the LRE restricted units in connection with the merger is currently estimated to be $1.2 million 

(based on a per unit price of $16.28, the average closing price of Vanguard common units over the first five 

business days following the first public announcement of the transaction). 

 Å The employment of one executive officer of LRE GP is expected to be terminated in connection with the 

merger, and he is expected to receive a cash severance payment of $750,000 immediately prior to the 

closing of the merger, as well as other cash bonuses in an aggregate amount equal to the sum of $250,000 

plus a pro rated portion of a $250,000 annual cash bonus. 

 Å Eric Mullins and Charles W. Adcock, LRE GPôs Co-Chief Executive Officers, each own a small number 

(5,840 and 2,250, respectively) of Vanguard common units. The board of directors of LRE GP did not 

consider these interests in evaluating and negotiating the merger agreement and in recommending to LREôs 

unitholders that the merger agreement be approved. 

 Å LRE GPôs directors and executive officers are entitled to continued indemnification and insurance coverage 

under the merger agreement.  

Risks Relating to the Merger and Ownership of Vanguard Common Units (See page 44)  

LRE unitholders should consider carefully all the risk factors together with all of the other information contained 

in or incorporated by reference in this proxy statement/prospectus before deciding how to vote. Risks relating to the 

merger and ownership of Vanguard common units are described in the section titled ñRisk Factors.ò Some of these 

risks include, but are not limited to, those described below: 

 Å Because the exchange ratio is fixed and because the market price of Vanguard common units will fluctuate 

prior to the consummation of the merger, LRE unitholders cannot be sure of the market value of the 

Vanguard common units they will receive as merger consideration relative to the value of LRE common 

units they exchange. 

 Å The merger agreement contains provisions that limit LREôs ability to pursue alternatives to the merger, 

could discourage a potential competing acquirer of LRE from making a favorable alternative transaction 

proposal and, in specified circumstances, could require LRE to reimburse up to  
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  $1,215,000 of Vanguardôs out-of-pocket expenses or pay a termination fee to Vanguard of $7,288,000. 

Following payment of the termination fee, LRE will not be obligated to pay any additional expenses 

incurred by Vanguard or its affiliates. 

 Å Certain directors and executive officers of LRE GP have certain interests that are different from those of 

LRE unitholders generally. 

 Å LRE unitholders will have a reduced ownership and voting interest in the combined organization after the 

merger and will exercise less influence over management. 

 Å Vanguard common units to be received by LRE unitholders as a result of the merger have different rights 

from LRE common units. 

 Å No ruling has been requested with respect to the U.S. federal income tax consequences of the merger. 

 Å The intended U.S. federal income tax consequences of the merger are dependent upon Vanguard and LRE 

being treated as partnerships for U.S. federal income tax purposes. 

 Å LRE common unitholders could recognize taxable income or gain for U.S. federal income tax purposes as a 

result of the merger. 

 Å Vanguardôs limited liability company agreement restricts the voting rights of unitholders owning 20% or 

more of its units. 

 Å Vanguardôs tax treatment depends on its status as a partnership for federal income tax purposes, as well as it 

not being subject to a material amount of entity-level taxation by individual states or local entities. If the 

IRS treats Vanguard as a corporation or Vanguard becomes subject to a material amount of entity-level 

taxation for state or local tax purposes, it would substantially reduce the amount of cash available for 

payment for distributions on Vanguardôs common units.  

Material U.S. Federal Income Tax Consequences of the Merger (See page 194)  

Tax matters associated with the merger are complicated. The U.S. federal income tax consequences of the 

merger to an LRE unitholder will depend, in part, on such unitholderôs own personal tax situation. The tax 

discussions contained herein focus on the U.S. federal income tax consequences generally applicable to individuals 

who are residents or citizens of the United States that hold their LRE units as capital assets and acquired their LRE 

units in exchange for cash, and these discussions have only limited application to other unitholders, including those 

subject to special tax treatment. LRE unitholders are urged to consult their tax advisors for a full understanding of 

the U.S. federal, state, local and foreign tax consequences of the merger that will be applicable to them.  

In connection with the merger, LRE expects to receive an opinion from Andrews Kurth LLP to the effect that (i) 

except to the extent that any cash received in lieu of fractional common units of Vanguard is treated as part of a sale, 

LRE will not recognize any income or gain as a result of the merger other than any gain resulting from any decrease 

in partnership liabilities pursuant to Section 752 of the Code; (ii) except to the extent that any cash received in lieu 

of fractional common units of Vanguard is treated as part of a sale, a holder of LRE common units who acquired his 

units in exchange for cash will not recognize any income or gain as a result of the merger other than any gain 

resulting from any actual or constructive distribution of cash, including as a result of any decrease in partnership 

liabilities pursuant to Section 752 of the Code; and (iii) at least 90% of the gross income of LRE for the most recent 

four complete calendar quarters ending before the Closing Date for which the necessary financial information is 

available is from sources treated as ñqualifying incomeò within the meaning of Section 7704(d) of the Code.  

In connection with the merger, Vanguard expects to receive an opinion from Paul Hastings LLP to the effect that 

(i) Vanguard will not recognize any income or gain as a result of the merger other than any gain resulting from any 

decrease in partnership liabilities pursuant to Section 752 of the Code; (ii) a holder of Vanguard common units will 

not recognize any gain or loss as a result of the merger other than any gain resulting from any decrease in 



partnership liabilities pursuant to Section 752 of the Code; and (iii) at least 90% of the combined gross income of 

each of Vanguard and LRE for the most recent four complete calendar  
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quarters ending before the Closing Date for which the necessary financial information is available is from sources 

treated as ñqualifying incomeò within the meaning of Section 7704(d) of the Code.  

Opinions of counsel, however, are subject to certain limitations and are not binding on the Internal Revenue 

Service (ñIRSò) and no assurance can be given that the IRS could not successfully assert a contrary position to the 

position of the opinions of counsel regarding the merger. In addition, such opinions will be based upon certain 

factual assumptions, representations, warranties and covenants made by the officers of Vanguard, LRE, LRE GP and 

their respective affiliates. Please read ñMaterial U.S. Federal Income Tax Consequences of the Mergerò for a more 

complete discussion of the U.S. federal income tax consequences of the merger.  

Accounting Treatment of the Merger (See page 134)  

In accordance with accounting principles generally accepted in the United States (ñGAAPò) and in accordance 

with the Financial Accounting Standards Boardôs Accounting Standards Codification Topic 805 ð Business 

Combinations, Vanguard will account for the merger as an acquisition of a business.  

Listing of Vanguard Common Units; Delisting and Deregistration of LRE Common Units (See page 134)  

Vanguard common units are currently listed on the NASDAQ under the symbol ñVNR.ò It is a condition to 

closing that the Vanguard common units to be issued in the transactions contemplated by the merger agreement to 

LRE unitholders and LRE GP members be approved for listing on the NASDAQ, subject to official notice of 

issuance.  

LRE common units are currently listed on the NYSE under the ticker symbol ñLRE.ò If the merger is completed, 

LRE common units will cease to be listed on the NYSE and will be deregistered under the Exchange Act.  

No Appraisal Rights (See page 134)  

Appraisal rights are not available in connection with the merger under the Delaware LP Act or under the LRE 

partnership agreement.  

Conditions to Consummation of the Transactions Contemplated by the Merger Agreement (See page 138)  

Vanguard and LRE currently expect to complete the transactions contemplated by the merger agreement in the 

third quarter of 2015, subject to a majority of LRE unitholders voting in favor of approving the merger agreement 

and to the satisfaction or waiver of the other conditions to the transactions contemplated by the merger agreement 

described below.  

As more fully described in this proxy statement/prospectus, each partyôs obligation to complete the transactions 

contemplated by the merger agreement depends on a number of customary closing conditions being satisfied or, 

where legally permissible, waived, including the following: 

 Å the merger agreement and the transactions contemplated thereby must have been approved by the 

affirmative vote of the holders, as of the record date of the special meeting, of a majority of the outstanding 

LRE common units; 

 Å all waiting periods applicable to the transactions contemplated by the merger agreement under the S. Hart-

Scott-Rodino Antitrust Improvements Act of 1976, as amended (the ñHSR Actò), must have been 

terminated or expired; 

 Å no law, order, judgment or injunction issued, enacted, promulgated, entered or enforced by any court or 

governmental authority will be in effect restraining or prohibiting the consummation of the transactions 

contemplated by the merger agreement or making the consummation of such transactions illegal; 



 Å the registration statement of which this proxy statement/prospectus forms a part must have become effective 

and must not be subject to any stop order suspending the effectiveness or proceedings initiated or threatened 

by the SEC; and 
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 Å the Vanguard common units to be issued pursuant to the transactions contemplated by the merger agreement 

must have been approved for listing on the NASDAQ, subject to official notice of issuance.  

The obligation of Vanguard to effect the transactions contemplated by the merger agreement is subject to the 

satisfaction or waiver of the following additional conditions: 

 Å the representations and warranties of LRE, LRE GP and the sellers of LRE GP in the merger agreement 

being true and correct both when made and at and as of the closing date of the merger, subject to certain 

standards, including materiality and material adverse effect qualifications, as described under ñThe Merger 

Agreement ð Conditions to Consummation of the Transactions Contemplated by the Merger Agreementò; 

 Å LRE, LRE GP and the sellers of LRE GP having performed and complied with, in all material respects, all 

agreements and covenants required to be performed by them under the merger agreement; 

 Å the receipt of an officerôs certificate executed by a Co-Chief Executive Officer of LRE GP certifying that 

the two preceding conditions have been satisfied; 

 Å the receipt from Paul Hastings LLP, tax counsel to Vanguard, of a written opinion regarding certain U.S. 

federal income tax matters, as described under ñThe Merger Agreement ð Conditions to Consummation of 

the Transactions Contemplated by the Merger Agreementò; 

 Å the receipt of the written resignation of each member of the board of directors of LRE GP and each officer 

of LRE GP, dated to be effective as of the effective time; 

 Å the receipt of an assignment of membership interests in LRE GP; and 

 Å the receipt of a counterpart of a termination and continuing obligations agreement from LRE, LRE GP and 

the sellers of LRE GP.  

The obligation of the sellers of LRE GP and LRE to effect the transactions contemplated by the merger 

agreement is subject to the satisfaction or waiver of the following additional conditions: 

 Å the representations and warranties of Vanguard in the merger agreement being true and correct both when 

made and at and as of the closing date of the merger, subject to certain standards, including materiality and 

material adverse effect qualifications, as described under ñThe Merger Agreement ð  Conditions to 

Consummation of the Transactions Contemplated by the Merger Agreementò; 

 Å Vanguard and Merger Sub having performed and complied with, in all material respects, all agreements and 

covenants required to be performed by them under the merger agreement; 

 Å the receipt of an officerôs certificate executed by the Chief Executive Officer of Vanguard certifying that the 

two preceding conditions have been satisfied; and 

 Å the receipt from Andrews Kurth LLP, tax counsel to LRE, of a written opinion regarding certain U.S. 

federal income tax matters, as described under ñThe Merger Agreement ð Conditions to Consummation of 

the Transactions Contemplated by the Merger Agreement.ò  



Regulatory Approvals and Clearances Required for the Merger (See page 134)  

Vanguard and LRE are not required to file notifications with the Federal Trade Commission and the Antitrust 

Division of the Department of Justice or observe a mandatory pre-merger waiting period before completing the 

merger under the HSR Act. Vanguard and LRE cannot assure you, however, that other government agencies or 

private parties will not initiate actions to challenge the merger before or after it is completed.  

No Solicitation by LRE of Alternative Proposals (See page 142)  

Under the merger agreement, LRE has agreed that it will not, and will cause its subsidiaries and use reasonable 

best efforts to cause its and its subsidiariesô directors, officers, employees, investment bankers, financial advisors, 

attorneys, accountants, agents and other representatives not to, directly or indirectly: 
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 Å initiate, solicit, knowingly encourage or knowingly facilitate any inquiry, proposal or offer that would 

reasonably be expected to lead to the submission of any alternative proposal (as defined under ñThe Merger 

Agreement ð LRE Unitholder Approvalò); or 

 Å enter into or participate in any discussions or negotiations regarding, or furnish to any person any non-

public information with respect to, or that would reasonably be expected to lead to, any alternative proposal.  

In addition, the merger agreement requires LRE and its subsidiaries to cease and cause to be terminated any 

discussions or negotiations with any persons conducted prior to the execution of the merger agreement regarding an 

alternative proposal.  

Notwithstanding these restrictions, the merger agreement provides that, under specified circumstances at any 

time prior to a majority of LRE unitholders voting in favor of approving the merger agreement, LRE may furnish 

information, including confidential information, with respect to it and its subsidiaries to, and participate in 

discussions or negotiations with, any third party that makes a written alternative proposal (which was not solicited 

after the execution of the merger agreement and that did not result from a violation of the no solicitation restrictions 

described above) that the board of directors of LRE GP believes is bona fide, and (after consultation with its 

financial advisors and outside legal counsel) that the board of directors of LRE GP determines in good faith 

constitutes or would reasonably be likely to lead to or result in a superior proposal.  

LRE has also agreed in the merger agreement that it will promptly, and in any event within 24 hours after 

receipt, (i) advise Vanguard in writing of any alternative proposal (and any changes thereto) and the material terms 

and conditions of any such alternative proposal, including the identity of the person making such alternative 

proposal and (ii) provide Vanguard with copies of all written proposals or draft agreements received by LRE or any 

representative of LRE setting forth the terms and conditions of, or otherwise relating to, such alternative proposal. In 

addition, LRE will keep Vanguard reasonably informed of all material developments with respect to any such 

alternative proposals, offers, inquiries or requests (and promptly (and in no event later than 24 hours after receipt) 

provide Vanguard with copies of any additional written proposals received by LRE or that LRE has delivered to any 

third party making an alternative proposal that relate to such alternative proposal) and of the status of any such 

discussions or negotiations.  

Change in LRE GP Board Recommendation (See page 143)  

The merger agreement provides that the board of directors of LRE GP will not (i) withdraw, modify or qualify, 

in a manner adverse to Vanguard, the recommendation of the board of directors of LRE GP that LREôs unitholders 

approve the merger agreement and the transactions contemplated thereby, including the merger, (ii) fail to include 

such recommendation in this proxy statement/prospectus or (iii) publicly approve or recommend, or publicly 

propose to approve or recommend, any alternative proposal. LRE taking or failing to take, as applicable, any of the 

actions described above is referred to as a ñpartnership change in recommendation.ò The merger agreement also 



provides that the board of directors of LRE GP will not: (i) approve, adopt or recommend, or publicly propose to 

approve, adopt or recommend, or allow LRE or any of its subsidiaries to execute or enter into, any letter of intent, 

memorandum of understanding, agreement in principle, merger agreement, acquisition agreement, option 

agreement, joint venture agreement, partnership agreement or other similar contract or any tender or exchange offer 

providing for, with respect to, or in connection with any alternative proposal; (ii) fail to announce publicly within 

ten business days after a tender offer or exchange offer relating to the LRE common units has been commenced that 

the board of directors of LRE GP recommends rejection of such tender offer or exchange offer and reaffirming the 

recommendation of the board of directors of LRE GP that LREôs unitholders approve the merger agreement and the 

transactions contemplated thereby, including the merger; or (iii) resolve, agree or publicly propose to, or permit LRE 

or any of its representatives to agree or publicly propose to, take any of the actions referred to in this paragraph.  

Subject to the satisfaction of specified conditions in the merger agreement described under ñThe Merger 

Agreement ð Change in LRE GP Board Recommendation,ò the board of directors of LRE GP may, at any time 

prior to the approval of the merger agreement by the unitholders of LRE, effect a partnership change in 

recommendation in response to any bona fide alternative proposal if the board of directors of LRE GP determines, 

after consultation with its outside legal counsel and financial advisors, that such alternative proposal constitutes a 

superior proposal.  
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Termination of the Merger Agreement (See page 145)  

The merger agreement may be terminated at any time prior to the closing, whether before or after LRE 

unitholders have approved the merger agreement, as follows: 

 Å by mutual written consent of Vanguard and LRE; 

 Å by either Vanguard or LRE: 

 Å if the closing of the transactions contemplated by the merger agreement has not occurred on or before 

December 31, 2015 (unless such failure of the closing to occur is due to the failure of the terminating 

party to perform and comply in all material respects with the covenants and agreements to be performed 

or complied with by such party prior to the closing); 

 Å if there is in effect a final and nonappealable order of a governmental authority restraining, enjoining or 

otherwise prohibiting the consummation of the transactions contemplated by the merger agreement 

(unless such right to terminate is primarily due to the failure of the terminating party to perform any of 

its obligations under the merger agreement); or 

 Å if after the final adjournment of the LRE special meeting at which a vote of the LRE unitholders has 

been taken in accordance with the merger agreement, approval of a majority of LRE unitholders has not 

been obtained; 

 Å by Vanguard: 

 Å if, prior to final adjournment of the LRE special meeting, a partnership change in recommendation has 

occurred; or 

 Å if there is a breach by LRE, LRE GP or any LRE GP seller of any of its representations, warranties, 

covenants or agreements in the merger agreement such that certain closing conditions would not be 

satisfied, or if capable of being cured, such breach has not been cured by the earlier of December 31, 

2015 and within 30 days following delivery of written notice of such breach by Vanguard, subject to 



certain exceptions discussed in ñThe Merger Agreement ð Termination of the Merger Agreement;ò and 

 Å by LRE: 

 Å if there is a breach by Vanguard of any of its representations, warranties, covenants or agreements in the 

merger agreement such that certain closing conditions would not be satisfied, or if capable of being 

cured, such breach has not been cured by the earlier of December 31, 2015 and within 30 days following 

delivery of written notice of such breach by LRE, subject to certain exceptions discussed in ñThe 

Merger Agreement ð Termination of the Merger Agreement;ò or 

 Å in order to enter into a definitive agreement relating to a superior proposal, provided that LRE must 

concurrently with such termination pay to Vanguard the termination fee.  

Expenses (See page 147)  

Generally, all fees and expenses incurred in connection with the transactions contemplated by the merger 

agreement will be the obligation of the respective party incurring such fees and expenses, except that Vanguard and 

LRE will each pay one-half of the expenses incurred in connection with any HSR Act filing and the filing, printing 

and mailing of this proxy statement/prospectus.  

In addition, following a termination of the merger agreement in specified circumstances, the non-terminating 

party would be required to pay all of the reasonably documented out-of-pocket expenses incurred by the terminating 

party in connection with the merger agreement and the transactions contemplated thereby, up to a maximum amount 

of $1,215,000.  
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Termination Fee (See page 146)  

Following termination of the merger agreement under specified circumstances, including (i) termination by 

Vanguard due to a partnership change in recommendation having occurred, (ii) termination by LRE in order to enter 

into a superior proposal or (iii) termination by either party after an alternative proposal was received by LRE, and 

LRE enters into an definitive agreement with respect to such alternative proposal within 12 months after the date of 

the merger agreement, LRE will be required to pay Vanguard a termination fee of $7,288,000. Following payment 

of the termination fee, LRE will not be obligated to pay any additional expenses incurred by Vanguard or its 

affiliates.  

Comparison of Rights of Vanguard Common Unitholders and LRE Unitholders (See page 221)  

LRE unitholders will own Vanguard common units following the completion of the merger, and their rights 

associated with those Vanguard common units will be governed by the Vanguard limited liability company 

agreement, which differs in a number of respects from the LRE partnership agreement, and the Delaware Limited 

Liability Company Act (the ñDelaware LLC Actò).  

Litigation Relating to the Merger (See page 135) 

A putative class action was filed on June 3, 2015 in connection with the merger by a purported LRE unitholder 

(the ñDelaware Plaintiffò) against LRE, LRE GP, the members of the LRE GP board of directors, Vanguard, Merger 

Sub and the other parties to the merger agreement (the ñDefendantsò). The lawsuit was styled Barry Miller v. LRR 

Energy, L.P. et al., Case No. 11087-VCG, in the Court of Chancery of the State of Delaware (the ñDelaware 

Lawsuitò). On July 23, 2015, the Delaware Plaintiff voluntarily dismissed the Delaware Lawsuit without prejudice. 

On July 10, 2015 and July 13, 2015, two additional purported LRE unitholders (the ñTexas Plaintiffsò) filed 

putative class action lawsuits against the Defendants. These lawsuits were styled (a) Christopher Tiberio v. Eric 

Mullins et al., Cause No. 2015-39864, in the District Court of Harris County, Texas, 334th Judicial District; and (b) 



Eddie Hammond v. Eric Mullins et al., Cause No. 2015-40154, in the District Court of Harris County, Texas, 295th 

Judicial District (the ñTexas Lawsuitsò). On July 28, 2015, the Texas Lawsuits were nonsuited without prejudice. 

On July 14, 2015, another purported LRE unitholder (the ñFederal Plaintiffò) filed a putative class action lawsuit 

against the Defendants. This lawsuit was styled Ronald Krieger v. LRR Energy, L.P. et al., Civil Action No. 4:15-

cv-2017, in the United States District Court for the Southern District of Texas, Houston Division (the ñFederal 

Lawsuitò). On July 17, 2015, the Federal Plaintiff voluntarily dismissed the Federal Lawsuit without prejudice. 

Litigation Relating to the Eagle Rock Merger 

On May 28, 2015 and June 10, 2015, alleged Eagle Rock unitholders (the ñEagle Rock State Plaintiffsò) filed 

two derivative and class action lawsuits against Eagle Rock, Eagle Rock GP, Eagle Rock Energy G&P, LLC, the 

general partner of Eagle Rock GP, Vanguard, Talon Merger Sub, and the members of the board of directors of Eagle 

Rock Energy G&P, LLC (collectively, the ñEagle Rock Defendantsò). These lawsuits are styled (a) Irving and 

Judith Braun v. Eagle Rock Energy GP, L.P. et al., Case No. 2015-30441, in the District Court of Harris County, 

Texas, 125th Judicial District; and (b) Cecil Philan v. Eagle Rock Energy GP, L.P. et al., Case No. 2015-33313, in 

the District Court of Harris County, Texas, 295th Judicial District (the ñEagle Rock State Lawsuitsò). On June 1, 

2015, another alleged Eagle Rock unitholder (the ñEagle Rock Federal Plaintiffò and, together with the Eagle Rock 

State Plaintiffs, the ñEagle Rock Plaintiffsò) filed a class action lawsuit against the Eagle Rock Defendants. This 

lawsuit is styled Pieter Heydenrych v. Eagle Rock Energy Partners, L.P. et al., Case No. 4:15-cv-01470, in the 

United States District Court for the Southern District of Texas, Houston Division (together with the Eagle Rock 

State Lawsuits, the ñEagle Rock Lawsuitsò). 

The Eagle Rock Plaintiffs allege a variety of causes of action challenging the Eagle Rock merger, including that 

(i) the members of the board of directors of Eagle Rock G&P, LLC have allegedly breached duties and the implied 

covenant of good faith and fair dealing in connection with the Eagle Rock merger, and (ii) Eagle Rock GP, Eagle 

Rock Energy G&P, LLC, Vanguard, and Talon Merger Sub have allegedly aided and abetted in these alleged 

breaches. The Eagle Rock Federal Plaintiff also alleges that the Eagle Rock  
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Defendants have violated Section 14(a) of the Exchange Act and Rule 14a-9 promulgated thereunder. In general, the 

Eagle Rock Plaintiffs allege that the Eagle Rock merger (a) provides inadequate consideration to Eagle Rock 

unitholders, (b) is not subject to minority unitholder approval due to the support agreement and the absence of a 

majority-of-the-minority vote requirement, (c) contains contractual terms (the no-solicitation, matching rights, and 

termination fee provisions) that will dissuade other potential merger partners from making alternative proposals, and 

(d) does not include a collar to protect Eagle Rock unitholders against declines in Vanguardôs unit price. The Eagle 

Rock Plaintiffs also allege, in general, that the registration statement filed in connection with the Eagle Rock merger 

fails, among other things, to disclose allegedly material details concerning (i) Eagle Rockôs and Vanguardôs 

financial and operational projections, (ii) the analysis underlying the opinion of the financial advisor to Eagle Rock, 

(iii) the analysis underlying the opinion of the financial advisor to Vanguard and (iv) the background of the Eagle 

Rock merger. 

Based on these allegations, the Eagle Rock Plaintiffs seek to enjoin Eagle Rock from proceeding with or 

consummating the Eagle Rock merger. To the extent that the Eagle Rock merger is consummated before injunctive 

relief is granted, the Eagle Rock Plaintiffs seek to have the Eagle Rock merger rescinded. The Eagle Rock Federal 

Plaintiff also seeks damages. The Eagle Rock Plaintiffs also seek attorneysô fees. 

The Eagle Rock Defendantsô date to answer, move to dismiss, or otherwise respond to the Eagle Rock Lawsuits 

has not yet been set. Eagle Rock and Vanguard cannot predict the outcome of the Eagle Rock Lawsuits or any others 

that might be filed subsequent to the date of the filing of this joint proxy statement/prospectus; nor can Eagle Rock 

and Vanguard predict the amount of time and expense that will be required to resolve the Eagle Rock Lawsuits. The 



Eagle Rock Defendants believe the Eagle Rock Lawsuits are without merit and intend to vigorously defend against 

them. 

The completion of the Eagle Rock merger is not a condition to the completion of the merger, and the completion 

of the merger is not a condition to the completion of the Eagle Rock merger.  
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RECENT DEVELOPMENTS  

Agreement and Plan of Merger with Eagle Rock  

On May 21, 2015, Vanguard and Talon Merger Sub (collectively, the ñVanguard Entitiesò), entered into the 

Eagle Rock merger agreement with Eagle Rock and Eagle Rock GP, pursuant to which Vanguard will acquire Eagle 

Rock in exchange for Vanguard common units, implying an aggregate transaction value of approximately $614 

million, including the assumption of Eagle Rockôs existing net debt. The Eagle Rock merger agreement provides 

that, upon the terms and subject to the conditions set forth in the Eagle Rock merger agreement, Talon Merger Sub 

will be merged with and into Eagle Rock, with Eagle Rock continuing as the surviving entity and an indirect wholly 

owned subsidiary of Vanguard.  

Under the terms of the Eagle Rock merger agreement, each outstanding Eagle Rock common unit will be 

converted into the right to receive 0.185 newly issued Vanguard common units or, in the case of fractional Vanguard 

common units, cash (without interest and rounded up to the nearest whole cent) (the ñEagle Rock merger 

considerationò). Further, in connection with the Eagle Rock merger agreement, Vanguard will adopt Eagle Rockôs 

long-term incentive plan and each outstanding award of Eagle Rock common units (including performance units 

based on Eagle Rock common units, ñrestricted Eagle Rock unitsò) issued under such plan will be converted into 

new awards of Vanguard restricted units. However, any outstanding Eagle Rock restricted units held by employees 

and officers of Eagle Rock and members of the board of directors of Eagle Rock Energy G&P, LLC, the general 

partner of Eagle Rock GP, who do not receive offers from Vanguard or who receive ñUnqualified Offersò (as such 

term is defined in the Eagle Rock merger agreement) and do not accept such offers will accelerate upon the effective 

time of the Eagle Rock merger (as if terminated without cause following a change of control) and be converted into 

the right to receive the Eagle Rock merger consideration, with the vesting level of performance-based restricted 

units determined based upon actual performance through the effective time of the Eagle Rock merger (subject to 

Vanguardôs good faith review). The Eagle Rock Entities and the Vanguard Entities have each made certain 

representations and warranties and agreed to certain covenants in the Eagle Rock merger agreement. Each of the 

Eagle Rock Entities and Vanguard has agreed, among other things, subject to certain exceptions, to conduct its 

respective business in the ordinary course during the period between the execution of the Eagle Rock merger 

agreement and the effective time of the Eagle Rock merger (unless the Eagle Rock merger agreement is earlier 

terminated in accordance with its terms). In addition, Eagle Rock has agreed not to solicit alternative business 

combination transactions during such period, and, subject to certain exceptions, not to engage in discussions or 

negotiations regarding any alternative business combination transactions during such period.  

The closing of the Eagle Rock merger agreement is subject to satisfaction or waiver of customary closing 

conditions, including, among others, (1) the approval of the Eagle Rock merger agreement by the affirmative vote or 

consent of the holders of at least a majority of the outstanding Eagle Rock common units, voting as a class, (2) the 

approval of the issuance of the new Vanguard common units to the Eagle Rock unitholders in connection with the 

Eagle Rock by the majority of the votes cast affirmatively or negatively by holders of the outstanding Vanguard 

common units and Vanguard class B units present in person or by proxy at a duly called unitholder meeting, (3) the 

registration statement on Form S-4 used to register the Vanguard common units to be issued in the Eagle Rock being 

declared effective by the SEC, (4) the approval for listing of the Vanguard common units issuable as part of the 

Eagle Rock merger consideration on NASDAQ, (5) subject to specified materiality standards, the accuracy of the 



representations and warranties of, and the performance of all covenants by, the parties and (6) the delivery of certain 

tax opinions.  

The Eagle Rock merger agreement contains certain termination rights for both Vanguard and Eagle Rock and 

further provides that, upon termination of the Eagle Rock merger agreement, under certain circumstances, either 

party may be required to reimburse the other partyôs expenses up to $2,317,700 and pay the other party a termination 

fee equal to $20,000,000.  

Prior to entering into the Eagle Rock merger agreement, Vanguard obtained the consent of LRE and the board of 

directors of LRE GP.  

Voting and Support Agreement with Holders of Common Units of Eagle Rock  

Simultaneous with the execution of the Eagle Rock merger agreement, Vanguard entered into a Voting and 

Support Agreement (the ñEagle Rock support agreementò) with each of Montierra Minerals &  
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Production, L.P., Montierra Management LLC, Natural Gas Partners VII, L.P., Natural Gas Partners VIII, L.P., NGP 

Income Management L.L.C., Eagle Rock Holdings NGP 7, LLC, Eagle Rock Holdings NGP 8, LLC, ERH NGP 7 

SPV, LLC, ERH NGP 8 SPV, LLC, NGP Income Co-Investment Opportunities Fund II, L.P. and NGP Energy 

Capital Management, L.L.C. (collectively, the ñEagle Rock Holdersò and each, an ñEagle Rock Holderò), and, 

solely for the waiver of an existing voting agreement and termination and other miscellaneous provisions, Eagle 

Rock and Eagle Rock GP.  

In accordance with the Eagle Rock support agreement, the Eagle Rock Holders have agreed, among other things, 

to vote all Eagle Rock common units owned by such Eagle Rock Holders in favor of the Eagle Rock merger and the 

approval of the Eagle Rock merger agreement and against alternative proposals or other proposals made in 

opposition to approval of the Eagle Rock merger agreement and other actions or transactions which might materially 

impede or interfere with the Eagle Rock merger or the transactions contemplated by the Eagle Rock merger 

agreement. The Eagle Rock Holders also agreed to provide Vanguard with an irrevocable proxy over all of their 

Eagle Rock common units, which will empower Vanguard, subject to the terms of the Eagle Rock support 

agreement, to vote those units in favor of the Eagle Rock merger agreement and the transactions contemplated 

thereby on behalf of the Eagle Rock Holders. The foregoing obligations will terminate upon the earliest to occur of 

(a) the consummation of the Eagle Rock merger or the termination of the Eagle Rock merger agreement in 

accordance with its terms (the ñEagle Rock expiration dateò), (b) the effective date of any waiver, amendment or 

other modification to the Eagle Rock merger agreement that is materially adverse to the Eagle Rock Holders and (c) 

a change in recommendation of Eagle Rock regarding the Eagle Rock merger.  

The Eagle Rock Holders have also agreed to certain restrictions under the Eagle Rock support agreement, 

including but not limited to: (i) a restriction on transferring more than 15% of their Eagle Rock common units prior 

to the Eagle Rock expiration date and (ii) a restriction on soliciting or encouraging alternative proposals. 

Furthermore, the Eagle Rock Holders agreed to promptly notify Vanguard of any alternative proposal that they 

receive and to keep Vanguard reasonably informed on the material developments of any such alternative proposals. 

For a period beginning at the effective time of the Eagle Rock merger and continuing for a period of 90 days 

thereafter, the Eagle Rock Holders have also agreed not to sell, contract to sell, transfer or otherwise dispose of any 

Vanguard common units (or any security exercisable or exchangeable for Vanguard common units) received in the 

transactions contemplated by the Eagle Rock merger agreement, provided that on each trading day during such 

period, the Eagle Rock Holders may sell, contract to sell, transfer or otherwise dispose of an aggregate number of 

Vanguard common units (or any security exercisable or exchangeable for Vanguard common units), on a daily basis, 

not to exceed 10% of the average daily trading volume of Vanguard common units during the four weeks 

immediately prior to the first day of the calendar month in which such transaction occurs.  

Registration Rights Agreement with Holders of Common Units of Eagle Rock  



On May 21, 2015, Vanguard entered into a Registration Rights Agreement (the ñEagle Rock registration tights 

agreementò) with the Eagle Rock Holders. Pursuant to the Eagle Rock registration rights agreement, among other 

things, (i) no later than the 14th day following the closing date of the Eagle Rock merger, Vanguard will file with 

the SEC either (a) a registration statement with respect to the public resale of the Vanguard common units received 

by the Eagle Rock Holders as consideration in the Eagle Rock merger or (b) a post-effective amendment to 

Vanguardôs existing automatic shelf registration on Form S-3, (ii) the Eagle Rock Holders will have the right to 

participate in future underwritten public offerings of Vanguard common units and (iii) subject to certain conditions, 

Vanguard will be obligated to initiate an underwritten offing of the Vanguard common units received by the Eagle 

Rock Holders as consideration in the Eagle Rock merger. 

Third Amended and Restated Credit Agreement 

On June 3, 2015, Vanguard entered into the Eighth Amendment to its Third Amended and Restated Credit 

Agreement (the ñAmended Agreementò) which decreased the borrowing base from $2.0 billion to $1.6 billion. The 

Amended Agreement however provides for an automatic increase in the borrowing base by $200.0 million upon 

closing of the merger. In addition, the Amended Agreement includes, among other provisions, the amendment of the 

debt to ñLast Twelve Months Adjusted EBITDAò covenant to be greater than 5.5 to 1.0 in 2015, 5.25 to 1.0 in 2016 

and 4.5 to 1.0 starting in 2017 and beyond.  
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF VANGUARD  

The following summary historical consolidated data as of and for the years ended December 31, 2014, 2013, 

2012, 2011 and 2010 are derived from Vanguardôs audited historical consolidated financial statements. The 

following selected historical consolidated financial data as of and for the six months ended June 30, 2015 and 2014 

are derived from Vanguardôs unaudited condensed consolidated financial statements. In the opinion of Vanguardôs 

management, all adjustments, consisting of normal recurring adjustments, considered necessary for a fair statement 

of Vanguardôs financial position at June 30, 2015, and its operating results and cash flows for the six months ended 

June 30, 2015 and 2014 have been included.  

You should read the following historical consolidated financial data in conjunction with Vanguardôs Annual 

Report on Form 10-K for the year ended December 31, 2014 and its Quarterly Report on Form 10-Q for the quarter 

ended June 30, 2015, as well as Vanguardôs historical financial statements and notes thereto, which are incorporated 

by reference into this proxy statement/prospectus. See ñWhere You Can Find More Information.ò  

                      

 

  
Six Months Ended 

June 30,   Year Ended December 31,(4) 

     2015   2014   2014   2013   2012(5)   2011(6)   2010 

     (in thousands, except per unit data) 

Statement of Operations 

Data:                                                                

Revenues:                                                                

Oil sales    $ 79,801     $ 142,163     $ 268,685     $ 268,922     $ 233,153     $ 236,003     $ 50,022   

Natural gas sales      95,651       133,348       285,439       124,513       47,270       47,977       25,778   

NGLs sales      19,283       38,748       70,489       49,813       29,933       28,862       9,557   



Net gains (losses) on 

commodity derivative 

contracts(1)      38,233       (94,436 )      163,452       11,256       36,846       6,735       7,797   

Total revenue      232,968       219,823       788,065       454,504       347,202       319,577       93,154   

Costs and Expenses:                                                                

Production                                                                

Lease operating expenses      67,078       64,715       132,515       105,502       74,366       63,944       18,471   

Production and other 

taxes      22,180       31,563       61,874       40,430       29,369       28,621       6,840   

Depreciation, depletion, 

amortization and 

accretion     130,015       95,118       226,937       167,535       104,542       84,857       22,231   

Impairment of oil and 

natural gas properties     865,975       ð       234,434       ð       247,722       ð       ð   

Selling, general and 

administrative expenses(2)      18,193       15,902       30,839       25,942       22,466       19,779       10,134   

Total costs and 

expenses      1,103,441       207,298       686,599       339,409       478,465       197,201       57,676   

Income (Loss) from 

Operations:      (870,473 )      12,525       101,466       115,095       (131,263 )      122,376       35,478   

Other Income (Expense):                                                                

Interest expense      (40,563 )      (32,808 )      (69,765 )      (61,148 )      (41,891 )      (28,994 )      (5,766 )  

Net losses on interest rate 

derivative contracts      (1,484 )      (1,579 )      (1,933 )      (96 )      (6,992 )      (4,962 )      (2,148 )  

Net gain (loss) on 

acquisitions of oil 

and natural gas properties     ð       32,114       34,523       5,591       11,111       (367 )      (5,680 )  

Other income      45       131       54       69       220       77       1   

Total other expense     (42,002 )      (2,142 )      (37,121 )      (55,584 )      (37,552 )      (34,246 )      (13,593)    
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Six Months Ended 

June 30,   Year Ended December 31,(4) 

     2015   2014   2014   2013   2012(5)   2011(6)   2010 

     (in thousands, except per unit data) 

Net Income (Loss)    $ (912,475 )    $ 10,383     $ 64,345     $ 59,511     $ (168,815 )    $ 88,130     $ 21,885   

Less: Net income attributable 

to non-controlling interest     ð       ð       ð       ð       ð       (26,067 )      ð   



Net Income (Loss) 

Attributable to Vanguard 

Unitholders   $ (912,475 )    $ 10,383     $ 64,345     $ 59,511     $ (168,815 )    $ 62,063     $ 21,885   

Less: Distributions to Preferred 

unitholders     (13,380 )      (6,558 )      (18,197 )      (2,634 )      ð       ð       ð   

Net Income (Loss) 

Attributable to Common 

and Class B 

unitholders   $ (925,855 )    $ 3,825     $ 46,148     $ 56,877     $ (168,815 )    $ 62,063     $ 21,885   

Net Income (Loss) Per 

Common and Class B 

Unit:                                                                 

Basic   $ (10.86 )    $ 0.05     $ 0.56     $ 0.78     $ (3.11 )    $ 1.95     $ 1.00   

Diluted   $ (10.86 )    $ 0.05     $ 0.55     $ 0.77     $ (3.11 )    $ 1.95     $ 1.00   

Distributions Declared Per 

Common and Class B 

Unit (3)   $ 0.80     $ 1.26     $ 2.52     $ 2.46     $ 2.79     $ 2.28     $ 2.15   

Weighted Average Common 

Units Outstanding:                                                                

Basic      84,816       79,865       81,611       72,644       53,777       31,370       21,500   

Diluted      84,816       79,865       82,039       72,992       53,777       31,370       21,500   

Weighted Average Class B 

Units Outstanding     420       420       420       420       420       420       420   

Cash Flow Data:                                                                

Net cash provided by 

operating activities    $ 164,715     $ 154,927     $ 339,752     $ 260,965     $ 204,490     $ 176,332     $ 71,577   

Net cash used in investing 

activities    $ (57,486 )    $ (573,155 )    $ (1,446,202 )    $ (397,977 )    $ (839,244 )    $ (236,350 )    $ (429,994 )  

Net cash provided by (used 

in) financing activities   $ (103,097 )    $ 428,523     $ 1,094,632     $ 137,267     $ 643,466     $ 61,041     $ 359,758   

Other Financial Information:                                                                 

Adjusted EBITDA attributable 

to Vanguard unitholders 

interest   $ 175,918     $ 187,552     $ 421,445     $ 309,745     $ 230,512     $ 164,603     $ 80,396   

 

 (1) Oil and natural gas derivative contracts were used to reduce Vanguardôs exposure to changes in oil and natural 

gas prices. In 2008, all commodity derivative contracts were either de-designated as cash flow hedges or they 

failed to meet the hedge documentation requirements for cash flow hedges. As a result, (a) for the cash flow 

hedges that were settled in 2008 through 2011, the change in fair value through December 31, 2007 was 

reclassified to earnings from accumulated other comprehensive loss and is classified as gain (loss) on 

commodity cash flow hedges and (b) the changes in the fair value of commodity derivative contracts are 

recorded in earnings and classified as gain (loss) on commodity derivative contracts. 

 (2) Includes $7.8 million, $5.0 million, $11.7 million, $5.9 million, $5.4 million, $3.0 million and $1.0 million of 

non-cash unit-based compensation expense in the six months ended June 30, 2015 and 2014 and in the years 



ended December 31, 2014, 2013, 2012, 2011 and 2010, respectively.  
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 (3) Includes distributions declared during the respective periods. Due to the change in the payment of Vanguardôs 

distributions from quarterly to monthly starting with Vanguardôs July 2012 distribution, the distributions 

declared during 2012 include 14 months of distributions compared to 12 months of distributions for each of the 

other years presented. 

 (4) From 2010 through 2014, Vanguard acquired certain oil and natural gas properties and related assets, as well as 

additional interests in these assets. The operating results of these properties were included with Vanguardôs from 

the closing date of the acquisitions forward. 

 (5) From 2010 through 2014, Vanguard acquired certain oil and natural gas properties and related assets, as well as 

additional interests in these assets. The operating results of these properties were included with Vanguardôs from 

the closing date of the acquisitions forward. 

 (6) On December 31, 2010, Vanguard acquired all of the member interests in Encore Energy Partners GP, LLC, the 

general partner of Encore Energy Partners LP (ñENPò) and certain limited partnership interests in ENP (the 

ñENP Purchaseò) together representing a 46.7% aggregate equity interest in ENP at the date of the ENP 

Purchase. On December 1, 2011, Vanguard acquired the remaining 53.4% of the limited partnership interests in 

ENP not held by Vanguard through a merger (the ñENP Mergerò) with one of Vanguardôs wholly-owned 

subsidiaries. The operating results of the subsidiaries Vanguard acquired in the ENP Purchase through the date 

of the completion of the ENP Merger on December 1, 2011 were subject to a 53.4% non-controlling interest. 

Non-GAAP Financial Measure  

Adjusted EBITDA  

Vanguard presents Adjusted EBITDA in addition to its reported net income (loss) attributable to Vanguard 

unitholders in accordance with GAAP. Adjusted EBITDA is a non-GAAP financial measure that is defined as net 

income (loss) attributable to Vanguard unitholders plus, for 2011, net income (loss) attributable to the non-

controlling interest. The result is net income (loss) which includes the non-controlling interest for 2011. From this 

Vanguard adds or subtracts the following: 

 Å Net interest expense, including write-off of deferred financing fees; 

 Å Depreciation, depletion, amortization and accretion; 

 Å Impairment of oil and natural gas properties; 

 Å Net gains or losses on commodity derivative contracts; 

 Å Cash settlements on matured commodity derivative contracts; 

 Å Net gains or losses on interest rate derivative contracts; 

 Å Net gains and losses on acquisitions of oil and natural gas properties; 

 Å Texas margin taxes; 

 Å Compensation related items, which include unit-based compensation expense, unrealized fair value of 

phantom units granted to officers and cash settlement of phantom units granted to officers; 

 Å Transaction costs incurred on acquisitions and mergers; 



 Å Interest income; 

 Å For 2011, non-controlling interest amounts attributable to each of the items above from the beginning of 

year through the completion of the ENP Merger on December 1, 2011, which revert the calculation back to 

an amount attributable to the Vanguard unitholders; and 

 Å For 2011, administrative services fees charged to ENP, excluding the non-controlling interest, which are 

eliminated in consolidation.  
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Adjusted EBITDA is a significant performance metric used by Vanguard management as a tool to measure 

(prior to the establishment of any cash reserves by the board of directors of Vanguard, debt service and capital 

expenditures) the cash distributions Vanguard could pay its unitholders. Specifically, this financial measure 

indicates to investors whether or not Vanguard is generating cash flow at a level that can sustain or support an 

increase in its monthly distribution rates. Adjusted EBITDA is also used as a quantitative standard by Vanguardôs 

management and by external users of its financial statements such as investors, research analysts and others to assess 

the financial performance of Vanguardôs assets without regard to financing methods, capital structure or historical 

cost basis; the ability of Vanguardôs assets to generate cash sufficient to pay interest costs and support its 

indebtedness; and Vanguardôs operating performance and return on capital as compared to those of other companies 

in its industry.  

Vanguardôs Adjusted EBITDA should not be considered as an alternative to net income, operating income, cash 

flow from operating activities or any other measure of financial performance or liquidity presented in accordance 

with GAAP. Vanguardôs Adjusted EBITDA excludes some, but not all, items that affect net income and operating 

income and these measures may vary among other companies. Therefore, Vanguardôs Adjusted EBITDA may not be 

comparable to similarly titled measures of other companies. For example, Vanguard funds premiums paid for 

derivative contracts, acquisitions of oil and natural gas properties, including the assumption of derivative contracts 

related to these acquisitions and other capital expenditures primarily with proceeds from debt or equity offerings or 

with borrowings under Vanguardôs reserve-based credit facility. For the purposes of calculating Adjusted EBITDA, 

Vanguard consider the cost of premiums paid for derivatives and the fair value of derivative contracts acquired as 

part of a business combination as investments related to its underlying oil and natural gas properties; therefore, they 

are not deducted in arriving at Vanguardôs Adjusted EBITDA. Vanguardôs Consolidated Statements of Cash Flows, 

prepared in accordance with GAAP, present cash settlements on matured derivatives and the initial cash outflows of 

premiums paid to enter into derivative contracts as operating activities. When Vanguard assumes derivative 

contracts as part of a business combination, Vanguard allocates a part of the purchase price and assigns them a fair 

value at the closing date of the acquisition. The fair value of the derivative contracts acquired is recorded as a 

derivative asset or liability and presented as cash used in investing activities in Vanguardôs Consolidated Statements 

of Cash Flows. As the volumes associated with these derivative contracts, whether Vanguard entered into them or 

assumed them, are settled, the fair value is recognized in operating cash flows. Whether these cash settlements on 

derivatives are received or paid, they are reported as operating cash flows which may increase or decrease the 

amount Vanguard has available to fund distributions.  

As noted above, for purposes of calculating Adjusted EBITDA, Vanguard considers both premiums paid for 

derivatives and the fair value of derivative contracts acquired as part of a business combination as investing 

activities. This is similar to the way the initial acquisition or development costs of Vanguardôs oil and natural gas 

properties are presented in its Consolidated Statements of Cash Flows; the initial cash outflows are presented as cash 

used in investing activities, while the cash flows generated from these assets are included in operating cash flows. 

The consideration of premiums paid for derivatives and the fair value of derivative contracts acquired as part of a 



business combination as investing activities for purposes of determining Vanguardôs Adjusted EBITDA differs from 

the presentation in its consolidated financial statements prepared in accordance with GAAP which (i) presents 

premiums paid for derivatives entered into as operating activities and (ii) the fair value of derivative contracts 

acquired as part of a business combination as investing activities.  
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The following table presents a reconciliation of Vanguardôs consolidated net income (loss) to Adjusted 

EBITDA.  

                      

 

  
Six Months Ended 

June 30,   Year Ended December 31, 

     2015   2014   2014   2013   2012   2011(e)   2010(f) 

     (in thousands) 

Net income (loss) 

attributable to 

Vanguard unitholders   $ (912,475 )    $ 10,383     $ 64,345     $ 59,511     $ (168,815 )    $ 62,063     $ 21,885   

Net income attributable to 

non-controlling interest     ð       ð       ð       ð       ð       26,067       ð   

Net income (loss)     (912,475 )      10,383       64,345       59,511       (168,815 )      88,130       21,885   

Plus:                                                                

Interest expense     40,563       32,808       69,765       61,148       41,891       28,994       5,766   

Depreciation, depletion, 

amortization and 

accretion     130,015       95,118       226,937       167,535       104,542       84,857       22,231   

Impairment of oil and 

natural gas properties     865,975       ð       234,434       ð       247,722       ð       ð   

Net (gains) losses on 

commodity derivative 

contracts     (38,233 )      94,436       (163,452 )      (11,256 )      (36,846 )      (6,735 )      (7,797 )  

Net cash settlements 

received (paid) on 

matured commodity 

derivative
(a)(b)(c)

     80,620       (19,380 )      10,187       30,905       39,102       18,720       25,887   

Net losses on interest rate 

derivative contracts
(d)

     1,484       1,579       1,933       96       6,992       4,962       2,148   

Net (gain) loss on 

acquisitions of oil and 

natural gas properties     ð       (32,114 )      (34,523 )      (5,591 )      (11,111 )      367       5,680   

Texas margin taxes     142       (281 )      (630 )      601       239       261       (12 )  



Compensation related 

items     7,827       5,003       11,710       5,931       6,796       3,026       1,026   

Transaction costs incurred 

on acquisitions and 

mergers     ð       ð       739       865       ð       2,019       3,583   

Less:                                                                

Interest income     ð       ð       ð       ð       ð       ð       (1 )  

Adjusted EBITDA before 

non-controlling  

interest   $ 175,918     $ 187,552     $ 421,445     $ 309,745     $ 230,512     $ 224,601     $ 80,396   

Non-controlling interest 

attributable to 

adjustments above     ð       ð       ð       ð       ð       (62,838 )      ð   

Administrative services fees 

eliminated in 

consolidation     ð       ð       ð       ð       ð       2,840       ð   

Adjusted EBITDA 

attributable to 

Vanguard unitholders   $ 175,918     $ 187,552     $ 421,445     $ 309,745     $ 230,512     $ 164,603     $ 80,396   
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(a) 

Excludes premiums paid, 

whether at inception or 

deferred, for derivative 

contracts that settled during 

the period. Vanguard 

considers the cost of 

premiums paid for 

derivatives as an investment 

related to Vanguardôs 

underlying oil and natural 

gas properties   $ 2,567     $ ð     $ ð     $ 220     $ 11,641     $ 11,346     $ 1,950   

(b) 

Excludes the fair value of 

derivative contracts 

acquired as part of prior   $ 20,281     $ 10,864     $ 21,306     $ 30,200     $ 26,505     $ 169     $ 1,995   



period business 

combinations that apply to 

contracts settled during the 

period. Vanguard considers 

the amounts paid to sellers 

for derivative contracts 

assumed with business 

combinations a part of the 

purchase price of the 

underlying oil and natural 

gas properties 

(c) 

Excludes fair value of 

restructured derivative 

contracts   $ (31,945 )    $ ð     $ ð     $ ð     $ ð     $ ð     $ ð   

(d) 

Includes settlements paid on 

interest rate derivatives   $ 1,980     $ 2,005     $ 4,035     $ 3,888     $ 2,515     $ 2,874     $ 1,799   

(e) 

Results of operations from oil and natural gas properties acquired in the ENP Purchase through the date of the 

completion of the ENP Merger on December 1, 2011 were subject to a 53.4% non-controlling interest.   

(f) 

As the ENP Purchase was completed on December 31, 2010, no results of operations were included for the year 

ended December 31, 2010.   
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF LRE  

The following summary historical consolidated data as of and for the years ended December 31, 2014, 2013 and 

2012 and for the period from November 16, 2011 to December 31, 2011 are derived from LREôs audited historical 

consolidated financial statements. The selected financial data for the period from January 1, 2011 to November 15, 

2011 and as of and for the year ended December 31, 2010 are derived from the audited financial statements of 

LREôs predecessor. References to ñLREôs predecessorò refer collectively to LRR A, LRR B and LRR C, which sold 

and contributed oil and natural gas properties and related net profits interests and operations to LRE in connection 

with LREôs initial public offering. The following selected historical consolidated financial data as of and for the six 

months ended June 30, 2015 and 2014 are derived from LREôs unaudited condensed consolidated financial 

statements. In the opinion of LREôs management, all adjustments, consisting of normal recurring adjustments, 

considered necessary for a fair statement of LREôs financial position at June 30, 2015, and its operating results and 

cash flows for the six months ended June 30, 2015 and 2014 have been included.  

You should read the following historical consolidated financial data in conjunction with LREôs Annual Report 

on Form 10-K for the year ended December 31, 2014 and its Quarterly Report on Form 10-Q for the quarter ended 

June 30, 2015, as well as LREôs historical financial statements and notes thereto, which are incorporated by 

reference into this proxy statement/prospectus. See ñWhere You Can Find More Information.ò  

                         



(in thousands, except 

per unit data) 

  LRE   Predecessor 

  

Six 

Months 

Ended 

June 30, 

2015   

Six 

Months 

Ended 

June 30, 

2014   

Year Ended 

December 31, 

2014   

Year Ended 

December 31, 

2013   

Year Ended 

December 31, 

2012   

November 16 

to 

December 31, 

2011   

January 1 

to 

November 15, 

2011   

Year Ended 

December 31, 

2010 

Statement of Operations 

Data:                                                                         

Revenues:                                                                         

Oil sales   $ 26,291     $ 40,510     $ 76,662     $ 77,181     $ 72,916     $ 9,766     $ 59,605     $ 52,670   

Natural gas sales     7,986       15,664       28,521       26,800       23,502       3,976       35,883       48,088   

Natural gas liquids 

sales     2,832       6,124       11,362       10,147       11,627       1,976       14,500       14,748   

Gain (loss) on 

commodity 

derivative 

instruments, net     9,755       (18,950 )      71,235       781       12,748       12,287       22,027       24,065   

Other income     55       71       125       186       45       ð       159       116   

Total revenues     46,919       43,419       187,905       115,095       120,838       28,005       132,174       139,687   

Operating expenses:                                                                         

Lease operating 

expenses     12,780       12,664       25,821       25,397       29,069       3,193       21,391       23,804   

Production and ad 
valorem taxes     2,748       4,648       8,738       8,614       7,790       1,076       7,763       9,320   

Depletion and 

depreciation     17,574       17,145       36,729       43,420       46,928       5,876       37,206       55,828   

Impairment of oil and 

gas properties     35,962       ð       37,758       63,663       3,544       ð       16,765       11,712   

Accretion expense     1,029       1,013       2,071       1,924       1,575       191       1,290       1,366   

Loss (gain) on 

settlement of asset 

retirement 
obligations     68       61       151       358       (31 )      ð       496       (209 )  

Management fees     ð       ð       ð       ð       ð       ð       5,435       6,104   

General and 
administrative 

expenses     16,464       5,881       11,447       11,965       13,758       1,892       5,149       5,293   

Total operating 

expenses     86,625       41,412       122,715       155,341       102,633       12,228       95,495       113,218   

Operating income 

(loss)     (39,706 )      2,007       65,190       (40,246 )      18,205       15,777       36,679       26,469    
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(in thousands, except 

per unit data) 

  LRE   Predecessor 

  

Six 

Months 

Ended 

June 30, 

2015   

Six 

Months 

Ended 

June 30, 

2014   

Year Ended 

December 31, 

2014   

Year Ended 

December 31, 

2013   

Year Ended 

December 31, 

2012   

November 16 

to 

December 31, 

2011   

January 1 

to 

November 15, 

2011   

Year Ended 

December 31, 

2010 

Other income (expense), 
net:                                                                         

Interest income   $ ð     $ ð     $ ð     $ ð     $ ð     $ ð     $ 1     $ 17   

Interest expense     (5,889 )      (5,116 )      (10,472 )      (9,235 )      (6,596 )      (604 )      (919 )      (3,223 )  

Gain (loss) on interest 

rate derivative 

instruments, net     (1,673 )      (1,422 )      (1,790 )      1,256       (4,650 )      ð       (133 )      (897 )  

Other income (expense), 
net     (7,562 )      (6,538 )      (12,262 )      (7,979 )      (11,246 )      (604 )      (1,051 )      (4,103 )  

Income (loss) before taxes     (47,268 )      (4,531 )      52,928       (48,225 )      6,959       15,173       35,628       22,366   

Income tax (expense) 

benefit     18       (112 )      (186 )      (56 )      (172 )      (48 )      76       (32 )  

Net income (loss)   $ (47,250 )    $ 4,643     $ 52,742     $ (48,281 )    $ 6,787     $ 15,125     $ 35,704     $ 22,334   

Net (income) loss 

attributable to common 
control operations     ð       ð       ð       (448 )      (6,790 )      (2,975 )      ð       ð   

Net income (loss) 

available to unitholders   $ (47,250 )    $ (4,643 )    $ 52,742     $ (48,729 )    $ (3 )    $ 12,150       ð       ð   

General partnerôs interest 

in net income (loss)   $ (9,434 )    $ (4 )    $ 53     $ (49 )    $ ð     $ 12       ð       ð   

Limited partnersô interest 
in net income (loss)   $ (37,816 )    $ (4,639 )    $ 52,689     $ (48,680 )    $ (3 )    $ 12,138       ð       ð   

Net income (loss) per 

limited partner unit 
(basic and 

diluted)   $ (1.35 )    $ (0.17 )    $ 1.94     $ (1.92 )    $ (0.00 )    $ 0.54       ð       ð   

Weighted average 
number of limited 

partner units 

outstanding (basic 
and diluted)     28,073       26,539       27,092       25,372       22,425       22,418       ð       ð   

Other Financial Data:                                                                         

Adjusted EBITDA   $ 40,169     $ 40,677     $ 88,385     $ 79,550     $ 81,156     $ 13,603     $ 79,762     $ 119,130   

Cash Flow Data:                                                                         

Net cash provided by 

(used in) operating 
activities   $ 35,954     $ 31,663     $ 67,885     $ 65,541     $ 77,223     $ 5,523     $ 84,027     $ 121,269   

Net cash provided by 

(used in) investing 
activities   $ (17,606 )    $ (17,029 )    $ (69,950 )    $ (35,805 )    $ (40,433 )    $ (755 )    $ (44,981 )    $ (125,846 )  

Net cash provided by 

(used in) financing 
activities   $ (14,243 )    $ (16,180 )    $ 1,224     $ (28,786 )    $ (34,836 )    $ (3,255 )    $ (38,000 )    $ 1,505   
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Non-GAAP Financial Measures  

LRE discloses the non-GAAP financial measures Adjusted EBITDA and Distributable Cash Flow for the 

periods presented and provides reconciliations of these items to net income (loss), LREôs most directly comparable 

financial performance measure calculated and presented in accordance with GAAP. LRE defines Adjusted EBITDA 

as net income (loss) plus or minus: 

 Å Income tax expense (benefit); 

 Å Interest expense-net, including loss (gain) on interest rate derivative instruments, net; 

 Å Depletion and depreciation; 

 Å Accretion of asset retirement obligations; 

 Å Amortization of equity awards; 

 Å Loss (gain) on settlement of asset retirement obligations; 

 Å Loss (gain) on commodity derivative instruments, net; 

 Å Commodity derivative instrument net cash settlements; 

 Å Impairment of oil and natural gas properties; and 

 Å Other non-recurring items that LRE deems appropriate.  

Adjusted EBITDA is used as a supplemental financial measure by LREôs management and by external users of 

LREôs financial statements, such as investors, commercial banks, research analysts and others, to assess LREôs 

financial performance as compared to that of other companies and partnerships in its industry, without regard to 

financing methods, capital structure or historical cost basis.  

LRE defines Distributable Cash Flow as Adjusted EBITDA less cash income tax expense, cash interest expense 

and estimated maintenance capital.  

Distributable Cash Flow is a supplemental financial measure used by LREôs management and by external users 

of LREôs financial statements, such as investors, commercial banks, research analysts and others to compare basic 

cash flows generated by LRE (prior to the establishment of any retained cash reserve by LRE GP) to the cash 

distributions LRE expects to pay its unitholders. Distributable Cash Flow is also an important financial measure for 

LREôs unitholders as it serves as an indicator of its success in providing a cash return on investment. Specifically, 

distributable cash flow indicates to investors whether or not LRE is generating cash flow at a level that can sustain 

or support an increase in its quarterly distribution rates. Distributable Cash Flow is a quantitative standard used 

throughout the investment community with respect to publicly-traded partnerships and limited liability companies 

because the yield is based on the amount of cash distributions the entity pays to a unitholder compared to the unit 

price.  

LREôs management believes that both Adjusted EBITDA and Distributable Cash Flow are useful to investors 

because these measures are used by many partnerships in the industry as measures of operating and financial 

performance and are commonly employed by financial analysts and others to evaluate the operating and financial 

performance from period to period and to compare it with the performance of other publicly traded partnerships 

within the industry. Adjusted EBITDA and Distributable Cash Flow should not be considered alternatives to net 

income (loss), operating income (loss), or any other measures of financial performance presented in accordance with 

GAAP. LREôs Adjusted EBITDA and Distributable Cash Flow may not be comparable to similarly titled measures 

of another company because all companies may not calculate Adjusted EBITDA and Distributable Cash Flow in the 

same manner.  

LREôs Adjusted EBITDA for the six months ended June 30, 2015 and 2014, for the years ended December 31, 

2014, 2013, 2012, and for the period from November 16 to December 31, 2011 was $40.2 million, $40.7 million, 

$83.4 million, $79.6 million, $81.2 million, and $13.6 million, respectively. LREôs predecessorôs Adjusted EBITDA 



for the period from January 1 to November 15, 2011 and the year ended December 31, 2010 was $79.8 million and 

$119.1 million, respectively.  
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LREôs Distributable Cash Flow for the six months ended June 30, 2015 and 2014, for the years ended December 

31, 2014, 2013, and 2012 and for the period from November 16 to December 31, 2011 was $23.9 million, $25.2 

million, $52.0 million, $49.6 million, $53.8 million and $11.0 million, respectively.  

The following table presents a reconciliation of Adjusted EBITDA and Distributable Cash Flow to net income 

(loss), LREôs most directly comparable GAAP financial performance measure, for each of the periods indicated.  

                         

(in thousands) 

  LRE   Predecessor 

  

Six Months 

Ended June 

30, 2015   

Six Months 

Ended June 

30, 2014   

Year Ended 

December 31, 

2014   

Year Ended 

December 31, 

2013   

Year Ended 

December 31, 

2012   

November 16 

to 

December 31, 

2011   

January 1 

to 

November 15, 

2011   

Year Ended 

December 31, 

2010 

Net income (loss)   $ (47,250 )    $ (4,643 )    $ 52,742     $ (48,281 )    $ 6,787     $ 15,125     $ 35,704     $ 22,334   

Income tax expense 
(benefit)     (18 )      112       186       56       172       48       (76 )      32   

Interest expense ï net, 

including loss (gain) 
on interest rate 

derivative instruments, 

net     7,562       6,538       12,262       7,979       11,246       604       1,052       4,120   

Depletion and 

depreciation     17,574       17,145       36,729       43,420       46,928       5,876       37,206       55,828   

Accretion of asset 
retirement 

obligations     1,029       1,013       2,071       1,924       1,575       191       1,290       1,366   

Amortization of equity 
awards     838       534       1,081       549       313       31       ð       ð   

Loss (gain) on settlement 
of asset retirement 

obligations     68       61       151       358       (31 )      ð       496       (209 )  

Loss (gain) on commodity 
derivative instruments, 

net     (9,755 )      18,950       (71,235 )      (781 )      (12,748 )      (12,287 )      (22,027 )      (24,065 )  

Commodity derivative 

instrument net cash 

settlements     25,061       967       11,640       10,663       23,370       4,015       9,353       48,029   

Impairment of oil 
and natural gas 

properties     35,962       ð       37,758       63,663       3,544       ð       16,765       11,712   

Other non-recurring items     9,098       ð       ð       ð       ð       ð       ð       ð   

Interest income     ð       ð       ð       ð       ð       ð       (1 )      (17 )  

Adjusted EBITDA   $ 40,169     $ 40,677     $ 83,385     $ 79,550     $ 81,156     $ 13,603     $ 79,762     $ 119,130   



Adjusted EBITDA   $ 40,169     $ 40,677     $ 83,385     $ 79,550     $ 81,156     $ 13,603                     

Cash income tax expense     (85 )      (88 )      (146 )      (132 )      (86 )      ð                     

Cash interest expense     (6,638 )      (5,401 )      (10,905 )      (9,513 )      (7,012 )      (31 )                    

Estimated maintenance 

capital(1)     (9,500 )      (10,000 )      (20,300 )      (20,300 )      (20,300 )      (2,538 )      
 
      

 
  

Distributable cash 
flow   $ 23,946     $ 25,188     $ 52,034     $ 49,605     $ 53,758     $ 11,034       

 

      

 

  

 

 (1) Estimated maintenance capital expenditures as defined by LREôs partnership agreement represent LREôs 

estimate of the amount of capital required on average per year to maintain LREôs production over the long term. 

For the period from November 16 to December 31, 2011, the amount represents prorated maintenance capital for 

the period.  

35 

 
  

  

TABLE OF CONTENTS  

SELECTED UNAUDITED PRO FORMA  COMBINED FINANCIAL INFORMATION  

The following selected unaudited pro forma combined balance sheet as of June 30, 2015 reflects the transactions 

contemplated by the merger agreement and the transactions contemplated by the Eagle Rock merger agreement as if 

they occurred on June 30, 2015. The unaudited pro forma combined statements of operations for the year ended 

December 31, 2014 and the six months ended June 30, 2015 reflect the transactions contemplated by the merger 

agreement, the transactions contemplated by the Eagle Rock merger agreement and certain acquisitions made by 

Vanguard in 2014 as if they occurred on January 1, 2014.  

The following selected unaudited pro forma combined financial information has been prepared for illustrative 

purposes only and is not necessarily indicative of what the combined organizationôs financial position or results of 

operations actually would have been had the transactions contemplated by the merger agreement and the 

transactions contemplated by the Eagle Rock merger agreement been completed as of the dates indicated. In 

addition, the unaudited pro forma combined financial information does not purport to project the future financial 

position or operating results of the combined organization. Future results may vary significantly from the results 

reflected because of various factors. The following selected unaudited pro forma combined financial information 

should be read in conjunction with the section entitled ñUnaudited Pro Forma Combined Financial Informationò and 

related notes included in this proxy statement/prospectus.  

The completion of the Eagle Rock merger is not a condition to the completion of the merger and there can be no 

assurance that the transactions contemplated by the Eagle Rock merger agreement will be completed.  

Unaudited Pro Forma Combined Balance Sheet Data as of June 30, 2015  

                      

 

  Historical  

  
Pro Forma 

Adjustments   

Vanguard/ 

LRE 

Pro Forma 

Combined 

  Historical  

  
Pro Forma 

Adjustments   

Vanguard/ 

LRE/Eagle 

Rock 

Pro Forma 

Combined (in thousands)   Vanguard   LRE   Eagle Rock 

Total assets    $ 2,768,042     $ 502,863     $ 5,015     $ 3,275,920     $ 562,178     $ 49,569     $ 3,887,667   



Total liabilities    $ 2,190,403     $ 349,881     $ (4,189 )    $ 2,536,095     $ 276,970     $ 30,449     $ 2,843,514   

Total membersô 

equity    $ 577,639     $ 152,982     $ 9,204     $ 739,825     $ 285,208     $ 19,120     $ 1,044,153   

Total liabilities and 

membersô equity    $ 2,768,042     $ 502,863     $ 5,015     $ 3,275,920     $ 562,178     $ 49,569     $ 3,887,667   

Unaudited Pro Forma Combined Statement of Operations Data for the Year Ended December 31, 2014  

                      

(in thousands except 

per unit data)   
Vanguard As 

Adjusted(1)   
LRE 

Historical    
Pro Forma 

Adjustments   

Vanguard 

Pro Forma 

Combined   
Eagle Rock 

Historical    
Pro Forma 

Adjustments   

Vanguard/ 

LRE/Eagle 

Rock 

Pro Forma 

Combined 

Total revenues   $ 902,083     $ 187,905     $ (4 )    $ 1,089,984     $ 298,204     $ ð     $ 1,388,188   

Total costs and 

expenses     710,724       122,715       (14,494 )      818,945       585,259       (38,176 )      1,366,028   

Income from 

operations     191,359       65,190       14,490       271,039       (287,055 )      38,176       22,160   

Income (loss) from 

continuing 

operations 

attributable to 

common and Class 

B 

unitholders   $ 95,125     $ 52,742     $ 18,939     $ 166,806     $ (352,367 )    $ 42,493     $ (143,068)    
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(in thousands except 

per unit data)   
Vanguard As 

Adjusted(1)   
LRE 

Historical    
Pro Forma 

Adjustments   

Vanguard 

Pro Forma 

Combined   
Eagle Rock 

Historical    
Pro Forma 

Adjustments   

Vanguard/ 

LRE/Eagle 

Rock 

Pro Forma 

Combined 

Income (loss) from 

continuing 

operations per 

common and Class 

B Unit                                                                

Basic   $ 1.16     $ 1.94       ð     $ 1.71     $ (2.25 )      ð     $ (1.13 )  

Diluted   $ 1.14     $ 1.94       ð     $ 1.69     $ (2.25 )      ð     $ (1.13 )  



 

 (1) On January 31, 2014, Vanguard and its wholly owned subsidiary, Encore Energy Partners Operating, LLC, 

completed the acquisition of certain natural gas and oil assets in the Pinedale and Jonah fields located in 

Southwestern Wyoming for approximately $555.6 million in cash (the ñPinedale Acquisitionò), and, on 

September 30, 2014, Vanguard and its wholly owned subsidiary, Vanguard Operating, LLC, completed the 

acquisition of natural gas, oil and NGL assets in the Piceance Basin located in Colorado for approximately 

$496.4 million (the ñPiceance Acquisitionò). The Vanguard As Adjusted column in the Unaudited Pro Forma 

Combined Statement of Operations Data for Year Ended December 31, 2014, above, incorporates the following 

financial information related to the Pinedale Acquisition and the Piceance Acquisition:  

             

(in thousands except per unit data)   
Vanguard 

Historical    

Pinedale 

Acquisition 

Adjustments   

Piceance 

Acquisition 

Adjustments   
Vanguard 

As Adjusted 

Total revenues   $ 788,065     $ 14,259     $ 99,759     $ 902,083   

Total costs and expenses     686,599       5,785       18,340       710,724   

Income from operations     101,466       8,474       81,419       191,359   

Net income (loss) attributable to common 

and Class B unitholders   $ 46,148     $ (24,628 )    $ 73,605     $ 95,125   

Net income per common and Class B Unit                                     

Basic   $ 0.56       ð       ð     $ 1.16   

Diluted   $ 0.55       ð       ð     $ 1.14   

Unaudited Pro Forma Combined Statement of Operations Data for the Six Months Ended June 30, 2015  

                      

(in thousands except 

per unit data) 

  Historical  

  
Pro Forma 

Adjustments   

Vanguard 

Pro Forma 

Combined 

  Historical  

  
Pro Forma 

Adjustments   

Vanguard/ 

LRE/Eagle 

Rock 

Pro Forma 

Combined   Vanguard   LRE   Eagle Rock 

Total revenues    $ 232,968     $ 46,919     $ ð     $ 279,887     $ 73,788     $ ð     $ 353,675   

Total costs and 

expenses      1,103,441       86,625       (9,804 )      1,180,262       147,336       (10,403 )      1,317,195   

Loss from operations      (870,473 )      (39,706 )      9,804       (900,375 )      (73,548 )      10,403       (963,520 )  

Loss from continuing 

operations attributable 

to common and Class 

B unitholders   $ (925,855 )    $ (47,250 )    $ 12,568     $ (960,537 )    $ (81,119 )    $ 10,359     $ (1,031,297)    

Loss from continuing 

operations per 

common and Class B 

Unit Basic & Diluted    $ (10.86 )    $ (1.35 )      ð     $ (9.47 )    $ (0.54 )    $ ð     $ (7.92 )  
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UNAUDITED COMPARATIVE PER UNIT INFORMATION  

The tables below set forth historical and unaudited pro forma combined per unit information of Vanguard, LRE 

and Eagle Rock.  

Historical Per Unit Information of Vanguard and LRE  

The historical per unit information of Vanguard and LRE set forth in the tables below is derived from the audited 

consolidated financial statements as of and for the year ended December 31, 2014 and the unaudited condensed 

consolidated financial statements as of and for the six months ended June 30, 2015 for each of Vanguard and LRE.  

Pro Forma Combined Per Unit Information of Vanguard  

The unaudited pro forma combined per unit information of Vanguard set forth in the tables below gives effect, as 

applicable, to the transactions contemplated by (i) the merger agreement under the purchase method of accounting, 

as if the merger had been effective on January 1, 2014, in the case of income from continuing operations per unit 

and cash distributions data, and June 30, 2015, in the case of book value per unit data, and, in each case, assuming 

that 0.550 Vanguard common units have been issued in exchange for each outstanding LRE common unit and after 

giving effect to the settlement of outstanding restricted units awarded under the LTIP in accordance with the merger 

agreement, and (ii) the Eagle Rock merger agreement under the purchase method of accounting, as if the Eagle Rock 

merger had been effective on January 1, 2014, in the case of income from continuing operations per unit and cash 

distributions data, and June 30, 2015, in the case of book value per unit data, and, in each case, assuming that 0.185 

Vanguard common units have been issued in exchange for each outstanding Eagle Rock common unit and after 

giving effect to the settlement of outstanding restricted units awarded under the long-term incentive program of 

Eagle Rock in accordance with the Eagle Rock merger agreement.  

General  

You should read the information set forth below in conjunction with the selected historical financial information 

of Vanguard and LRE included elsewhere in this proxy statement/prospectus and the historical financial statements 

and related notes of Vanguard and LRE that are incorporated by reference into or contained in this proxy 

statement/prospectus. See ñð Selected Historical Consolidated Financial Data of Vanguard,ò ñð Selected 

Historical Consolidated Financial Data of LREò and ñWhere You Can Find More Information.ò  

The accounting for an acquisition of a business is based on the authoritative guidance for business combinations. 

Purchase accounting requires, among other things, that the assets acquired and liabilities assumed be recognized at 

their fair values as of the date the merger is completed. The allocation of the purchase price is dependent upon 

certain valuations of LREôs assets and liabilities and other studies that have yet to commence or progress to a stage 

where there is sufficient information for a definitive measurement. Accordingly, the pro forma adjustments reflect 

the assets and liabilities of LRE at their preliminary estimated fair values. Differences between these preliminary 

estimates and the final purchase accounting will occur, and these differences could have a material impact on the 

unaudited pro forma combined per unit information set forth in the following tables.  
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The unaudited pro forma per unit information of Vanguard does not purport to represent the actual results of 

operations that Vanguard would have achieved or distributions that would have been declared had the companies 

been combined during these periods or to project the future results of operations that Vanguard may achieve or the 

distributions it may pay after the merger (in thousands, except per unit data).  



       

Historical  ï Vanguard   

As of and for the 

Six months 

Ended 

June 30, 2015   

As of and for the 

Year Ended 

December 31, 2014 

Total revenues   $ 232,968     $ 788,065   

Net income (loss) per common unit and Class B unit                   

Basic   $ (10.86 )    $ 0.56   

Diluted   $ (10.86 )    $ 0.55   

Distribution declared per common unit and Class B unit   $ 0.798     $ 2.515   

Book value per common unit and Class B unit   $ 2.79     $ 14.29   

       

Historical  ï LRE   

As of and for the 

Six months 

Ended 

June 30, 2015   

As of and for the 

Year Ended 

December 31, 2014 

Total revenues   $ 46,919     $ 187,905   

Net income (loss) per common unit                   

Basic & Diluted   $ (1.35 )    $ 1.94   

Distribution declared per common unit   $ 0.375     $ 1.9825   

Book value per common unit   $ 5.77     $ 9.03   

       

Pro Forma ï Vanguard 

(giving effect to the LRE merger only)   

As of and for the 

Six months 

Ended 

June 30, 2015   

As of and for the 

Year Ended 

December 31, 2014 

Total revenues   $ 279,887     $ 1,089,984   

Net income (loss) per common unit and Class B unit                   

Basic   $ (9.47 )    $ 1.71   

Diluted   $ (9.47 )    $ 1.69   

Distribution declared per common unit and Class B unit
(1)

   $ 0.798     $ 2.515   

Book value per common unit and Class B unit   $ 3.95       
(2)

   

 

 (1) Pro forma distributions per unit are based solely on historical distributions for Vanguard.  

 (2) A pro forma balance sheet was prepared only as of June 30, 2015.  

       

Equivalent Pro Forma ï LRE (1) 

(giving effect to the LRE merger only)   

As of and for the 

Six months 

Ended 

June 30, 2015   

As of and for the 

Year Ended 

December 31, 2014 



Net income (loss) per common unit and Class B unit                   

Basic   $   (5.21 )    $      0.94   

Diluted   $ (5.21 )    $ 0.93   

Distribution declared per common unit and Class B unit   $ 0.439     $ 1.383   

Book value per common unit and Class B unit   $ 2.17       
(2)

   

 

 (1) LREôs equivalent pro forma earnings, book value and cash distribution amounts have been calculated by 

multiplying Vanguardôs pro forma per unit amounts by the 0.550x exchange ratio. 

 (2) A pro forma balance sheet was prepared only as of June 30, 2015.  
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Pro Forma ï Vanguard 

(giving effect to the LRE merger and the Eagle Rock merger)   

As of and for the 

Six months 

Ended 

June 30, 2015   

As of and for the 

Year Ended 

December 31, 2014 

Total revenues   $ 353,675     $ 1,388,188   

Loss from continuing operations per common unit and 

Class B unit                   

Basic & Diluted   $ (7.92 )    $ (1.13 )  

Distribution declared per common unit and Class B unit
(1)

   $ 0.798     $ 2.515   

Book value per common unit and Class B unit   $ 5.41       
(2)

   

 

 (1) Pro forma distributions per unit are based solely on historical distributions for Vanguard.  

 (2) A pro forma balance sheet was prepared only as of June 30, 2015.  

       

Equivalent Pro Forma ï LRE (1) 

(giving effect to the LRE merger and the Eagle Rock merger)   

As of and for the 

Six months 

Ended 

June 30, 2015   

As of and for the 

Year Ended 

December 31, 2014 

Loss from continuing operations per common unit and 

Class B unit                   



Basic & Diluted   $   (4.36 )    $     (0.62 )  

Distribution declared per common unit and Class B unit   $ 0.439     $ 1.383   

Book value per common unit and Class B unit   $ 2.97       
(2)

   

 

 (1) LREôs equivalent pro forma earnings, book value and cash distribution amounts have been calculated by 

multiplying Vanguardôs pro forma per unit amounts by the 0.550x exchange ratio. 

 (2) A pro forma balance sheet was prepared only as of June 30, 2015.  
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COMPARATIVE UNIT PRICES AND DISTRIBUTIONS  

Vanguard common units are currently listed on the NASDAQ under the ticker symbol ñVNR.ò LRE common 

units are currently listed on the NYSE under the ticker symbol ñLRE.ò The table below sets forth, for the calendar 

quarters indicated, the high and low sale prices per Vanguard common unit on the NASDAQ and per LRE common 

unit on the NYSE.  

             

 

  Vanguard Common Units   LRE Common Units 

     High   Low   High   Low 

2015                                     

Third quarter (through July 31, 2015)   $ 15.50     $ 10.44     $ 7.99     $ 5.22   

Second quarter   $ 17.59     $ 13.81     $ 8.90     $ 6.35   

First quarter   $ 19.50     $ 11.90     $ 8.80     $ 5.61   

2014                                     

Fourth quarter   $ 27.72     $ 12.57     $ 18.04     $ 6.57   

Third quarter   $ 33.04     $ 26.11     $ 20.11     $ 17.10   

Second quarter   $ 32.21     $ 29.26     $ 18.36     $ 16.90   

First quarter   $ 31.50     $ 29.11     $ 18.16     $ 16.01   

2013                                     

Fourth quarter   $ 29.75     $ 27.13     $ 18.45     $ 15.75   

Third quarter   $ 28.45     $ 24.23     $ 16.15     $ 13.41   

Second quarter   $ 29.93     $ 27.08     $ 18.28     $ 13.13   

First quarter   $ 29.64     $ 26.21     $ 19.20     $ 18.78   



2012                                     

Fourth quarter   $ 30.22     $ 24.25     $ 20.08     $ 15.66   

Third quarter   $ 29.00     $ 25.80     $ 19.00     $ 14.23   

Second quarter   $ 29.29     $ 22.81     $ 20.63     $ 12.25   

First quarter   $ 29.75     $ 26.36     $ 21.62     $ 17.68   

The following table shows the amount of cash distributions declared on Vanguard common units and LRE 

common units, respectively, for the periods indicated. Vanguard changed its cash distribution policy from a 

quarterly payment schedule to a monthly payment schedule beginning with the distributions relating to the third 

quarter of 2012.  

          

 

  
Vanguard Cash 

Distributions   
LRE Cash 

Distributions   Paid 

2015                            

Second Quarter   $ ð     $ 0.1875            

June   $ 0.1175     $ ð            

May   $ 0.1175     $ ð       July 15, 2015   

April    $ 0.1175     $ ð       June 12, 2015   

First Quarter   $ ð     $ 0.1875       May 15, 2015   

March   $ 0.1175     $ ð       May 15, 2015   

February   $ 0.1175     $ ð       April 14, 2015   

January   $ 0.1175     $ ð       March 17, 2015    
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Vanguard Cash 

Distributions   
LRE Cash 

Distributions   Paid 

2014                            

Fourth Quarter   $ ð     $ 0.4975       February 13, 2015   

December   $ 0.2100     $ ð       February 13, 2015   

November   $ 0.2100     $ ð       January 14, 2015   

October   $ 0.2100     $ ð       December 15, 2014   

Third Quarter   $ ð     $ 0.4975       November 14, 2014   

September   $ 0.2100     $ ð       November 14, 2014   

August   $ 0.2100     $ ð       October 15, 2014   



July   $ 0.2100     $ ð       September 12, 2014   

Second Quarter   $ ð     $ 0.4950       August 14, 2014   

June   $ 0.2100     $ ð       August 14, 2014   

May   $ 0.2100     $ ð       July 15, 2014   

April    $ 0.2100     $ ð       June 13, 2014   

First Quarter   $ ð     $ 0.4925       May 15, 2014   

March   $ 0.2100     $ ð       May 15, 2014   

February   $ 0.2100     $ ð       April 14, 2014   

January   $ 0.2075     $ ð       March 17, 2014   

2013                            

Fourth Quarter   $ ð     $ 0.4900       February 14, 2014   

December   $ 0.2075     $ ð       February 14, 2014   

November   $ 0.2075     $ ð       January 15, 2014   

October   $ 0.2075     $ ð       December 13, 2013   

Third Quarter   $ ð     $ 0.4875       November 14, 2013   

September   $ 0.2075     $ ð       November 14, 2013   

August   $ 0.2075     $ ð       October 15, 2013   

July   $ 0.2075     $ ð       September 13, 2013   

Second Quarter   $ ð     $ 0.4850       August 14, 2013   

June   $ 0.2050     $ ð       August 14, 2013   

May   $ 0.2050     $ ð       Juley 15, 2013   

April    $ 0.2050     $ ð       June 14, 2013   

First Quarter   $ ð     $ 0.4825       May 15, 2013   

March   $ 0.2025     $ ð       May 15, 2013   

February   $ 0.2025     $ ð       April 12, 2013   

January   $ 0.2025     $ ð       March 15. 2013   

2012                            

Fourth Quarter   $ ð     $ 0.4800       February 14, 2013   

December   $ 0.2025     $ ð       February 14, 2013   

November   $ 0.2025     $ ð       January 14, 2013   

October   $ 0.2025     $ ð       December 14, 2012   

Third Quarter   $ ð     $ 0.4775       November 14, 2012   

September   $ 0.20     $ ð       November 14, 2012   

August   $ 0.20     $ ð       October 15, 2012   

July   $ 0.20     $ ð       September 14, 2012   

Second Quarter   $ 0.60     $ 0.4750       August 14, 2012   



First Quarter   $ 0.5925     $ 0.4750       May 14, 2012   
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The following table presents per unit closing prices for Vanguard common units and LRE common units on 

April 20, 2015, the last trading day before the public announcement of the merger agreement, and on            , 2015, 

the last practicable trading day before the date of this proxy statement/prospectus. This table also presents the 

equivalent market value per LRE common unit on such dates. The equivalent market value per LRE common unit 

has been determined by multiplying the closing prices of Vanguard common units on those dates by the exchange 

ratio of 0.550 of a Vanguard common unit.  

          

 

  
Vanguard 

Common Units   
LRE 

Common Units   

Equivalent 

Market Value 

per LRE 

Common Unit 

          , 2015   $ 

 

    $ 

 

    $ 

 

  

April 20, 2015   $ 16.23     $ 7.93     $ 8.93   

Although the exchange ratio is fixed, the market prices of Vanguard common units and LRE common units will 

fluctuate prior to the consummation of the merger and the market value of the merger consideration ultimately 

received by LRE unitholders will depend on the closing price of Vanguard common units on the day the merger is 

consummated. Thus, LRE unitholders will not know the exact market value of the merger consideration they will 

receive until the closing of the merger.  
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RISK FACTORS  

In addition to the other information included and incorporated by reference into this proxy 

statement/prospectus, including the matters addressed in the section titled ñCautionary Statement Regarding 

Forward-Looking Statements,ò you should carefully consider the following risks before deciding whether to vote to 

approve the merger agreement and the transactions contemplated thereby. In addition, you should read and 

carefully consider the risks associated with each of Vanguard and LRE and their respective businesses. These risks 

can be found in Vanguardôs Annual Report on Form 10-K for the year ended December 31, 2014 and subsequent 

Quarterly Reports on Form 10-Q, all of which are filed with the SEC and incorporated by reference into this proxy 

statement/prospectus with respect to Vanguard, and included in LREôs Annual Report on Form 10-K for the year 

ended December 31, 2014 and subsequent Quarterly Reports on Form 10-Q, all of which are filed with the SEC and 

incorporated by reference into this proxy statement/prospectus with respect to LRE. For further information 

regarding the documents contained in or incorporated into this proxy statement/prospectus by reference, please see 

the section titled ñWhere You Can Find More Information.ò Realization of any of the risks described below, any of 



the events described under ñCautionary Statement Regarding Forward-Looking Statementsò or any of the risks or 

events described in the documents contained in or incorporated by reference could have a material adverse effect on 

Vanguardôs, LREôs or the combined organizationôs respective businesses, financial condition, cash flows and results 

of operations and could result in a decline in the trading prices of their respective common units.  

Risk Factors Relating to the Merger  

Because the exchange ratio is fixed and because the market price of Vanguard common units will fluctuate prior 

to the consummation of the merger, LRE unitholders cannot be sure of the market value of the Vanguard 

common units they will receive as merger consideration relative to the value of LRE common units they 

exchange.  

The market value of the consideration that LRE unitholders will receive in the merger will depend on the trading 

price of Vanguardôs common units at the closing of the merger. The exchange ratio that determines the number of 

Vanguard common units that LRE unitholders will receive in the merger is fixed. This means that there is no 

mechanism contained in the merger agreement that would adjust the number of Vanguard common units that LRE 

unitholders will receive based on any decreases in the trading price of Vanguard common units. Unit price changes 

may result from a variety of factors (many of which are beyond Vanguardôs or LREôs control), including: 

 Å changes in Vanguardôs business, operations and prospects; 

 Å changes in market assessments of Vanguardôs business, operations and prospects; 

 Å interest rates, general market, industry and economic conditions and other factors generally affecting the 

price of Vanguard common units; and 

 Å federal, state and local legislation, governmental regulation and legal developments in the businesses in 

which Vanguard operates.  

If Vanguardôs common unit price at the closing of the merger is less than Vanguardôs common unit price on the 

date that the merger agreement was signed, then the market value of the consideration received by LRE unitholders 

will be less than contemplated at the time the merger agreement was signed.  

The fairness opinions rendered to each of the board of directors of LRE GP and the LRE GP conflicts committee 

by their respective financial advisors were based on the financial analyses performed by their respective financial 

advisors, which considered factors such as market and other conditions then in effect, and financial forecasts 

and other information made available to the financial advisors, as of the date of their respective opinions. As a 

result, these opinions do not reflect changes in events or circumstances after the date of such opinions. Neither 

the board of directors of LRE GP nor the LRE GP conflicts committee has obtained, or expects to obtain, updated 

fairness opinions from the financial advisors reflecting changes in circumstances that may have occurred since 

the signing of the merger agreement.  

The fairness opinions rendered to the board of directors of LRE GP by Tudor, Pickering, Holt & Co. Advisors, 

LLC and the fairness opinions rendered to the LRE GP conflicts committee by Simmons &  
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Company International were provided in connection with, and at the time of, the evaluation of the merger and the 

merger agreement, and the determination of whether to consent to the Eagle Rock merger, respectively, by the board 

of directors of LRE GP and the LRE GP conflicts committee, respectively. These opinions were based on the 

financial analyses performed by their respective financial advisors, which considered market and other conditions 

then in effect, and financial forecasts and other information made available to their respective financial advisors, as 

of the date of the opinions, which may have changed, or may change, after the date of their respective opinions. 

Neither the board of directors of LRE GP nor the LRE GP conflicts committee has obtained updated opinions from 



its respective financial advisor as of the date of this proxy statement/prospectus nor does it expect to obtain updated 

opinions prior to completion of the transactions contemplated by the merger agreement or the Eagle Rock merger 

agreement. Changes in the operations and prospects of Vanguard or LRE, general market and economic conditions 

and other factors which may be beyond the control of Vanguard and LRE, and on which the fairness opinions were 

based, may have altered the value of Vanguard or LRE or the prices of Vanguard common units or LRE common 

units since the date of such opinions, or may alter such values and prices by the time the merger or the Eagle Rock 

merger is completed. The opinions do not speak as of any date other than the date of the opinions. For a description 

of the opinions that the board of directors of LRE GP and the LRE GP conflicts committee received, please refer to 

ñProposal 1: The Merger ð Opinions of the Financial Advisor to the LRE GP Board of Directorsò and ñProposal 1: 

The Merger ð Opinions of the Financial Advisor to the LRE GP Conflicts Committee.ò  

LRE is subject to provisions that limit its ability to pursue alternatives to the merger, could discourage a potential 

competing acquirer of LRE from making a favorable alternative transaction proposal and, in specified 

circumstances under the merger agreement, would require LRE to reimburse up to $1,215,000 of Vanguardôs 

out-of-pocket expenses and pay a termination fee to Vanguard of $7,288,000.  

Under the merger agreement, LRE is restricted from entering into alternative transactions. Unless and until the 

merger agreement is terminated, subject to specified exceptions (which are discussed in more detail in ñThe Merger 

Agreement ð No Solicitation by LRE of Alternative Proposalsò), LRE is restricted from initiating, soliciting, 

knowingly encouraging or knowingly facilitating any inquiry, proposal or offer for a competing acquisition proposal 

with any person. Under the merger agreement, in the event of a potential change by the board of directors of LRE 

GP of its recommendation with respect to the proposed merger in light of a superior proposal, LRE must provide 

Vanguard with three business daysô notice to allow Vanguard to propose an adjustment to the terms and conditions 

of the merger agreement. These provisions could discourage a third party that may have an interest in acquiring all 

or a significant part of LRE from considering or proposing that acquisition, even if such third party were prepared to 

pay consideration with a higher per unit market value than the merger consideration, or might result in a potential 

competing acquirer of LRE proposing to pay a lower price than it would otherwise have proposed to pay because of 

the added expense of the termination fee that may become payable in specified circumstances.  

If the merger agreement is terminated under specified circumstances, LRE will be required to pay all of the 

reasonably documented out-of-pocket expenses incurred by Vanguard and its affiliates in connection with the 

merger agreement and the transactions contemplated thereby, up to a maximum amount of $1,215,000. In addition, 

if the merger agreement is terminated by Vanguard due to a partnership change in recommendation having occurred, 

by LRE in order to enter into a superior proposal or by either party after an alternative proposal was received by 

LRE and LRE enters into an definitive agreement with respect to such alternative proposal within 12 months after 

the date of the merger agreement, LRE will be required to pay Vanguard a termination fee of $7,288,000. Following 

payment of the termination fee, LRE will not be obligated to pay any additional expenses incurred by Vanguard or 

its affiliates. Please read ñThe Merger Agreement ð  Termination Feeò and ñThe Merger Agreement ð Expenses.ò 

If such a termination fee is payable, the payment of this fee could have material and adverse consequences to the 

financial condition and operations of LRE. For a discussion of the restrictions on LRE soliciting or entering into a 

takeover proposal or alternative transaction and the board of directors of LRE GPôs ability to change its 

recommendation, see ñThe Merger Agreement ð No Solicitation by LRE of Alternative Proposalsò and ñThe 

Merger Agreement ð Change in LRE GP Board Recommendation.ò  
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Directors and executive officers of LRE GP have certain interests that are different from those of LRE 

unitholders generally.  

Directors and executive officers of LRE GP have interests in the merger that may be different from, or be in 

addition to, your interests as a unitholder of LRE. You should consider these interests in voting on the merger. These 



different interests are described under ñProposal 1: The Merger ð Interests of Directors and Executive Officers of 

LRE GP in the Merger.ò  

Vanguard may have difficulty attracting, motivating and retaining executives and other employees in light of the 

merger.  

The success of the combined organization after the merger will depend in part upon the ability of Vanguard to 

retain its key employees. Key employees may depart either before or after the merger because of issues relating to 

the uncertainty and difficulty of integration or a desire not to remain following the merger. Accordingly, no 

assurance can be given that the combined organization will be able to retain key Vanguard employees to the same 

extent as in the past.  

The unaudited pro forma financial statements included in this document are presented for illustrative purposes 

only and may not be an indication of the combined entityôs financial condition or results of operations following 

the merger, and, if completed, the Eagle Rock merger.  

The unaudited pro forma financial statements contained in this document are presented for illustrative purposes 

only, are based on various adjustments, assumptions and preliminary estimates, and may not be an indication of the 

combined entityôs financial condition or results of operations following the merger, and, if completed, the Eagle 

Rock merger, for several reasons. The actual financial condition and results of operations of the combined entity 

following the merger, and, if completed, the Eagle Rock merger, may not be consistent with, or evident from, these 

pro forma financial statements. In addition, the assumptions used in preparing the pro forma financial information 

may not prove to be accurate, and other factors may affect the combined entityôs financial condition or results of 

operations following the merger, and, if completed, the Eagle Rock merger. Any potential decline in the combined 

entityôs financial condition or results of operations may cause significant variations in the price of Vanguard 

common units after completion of the merger, and, if completed, the Eagle Rock merger. See ñSelected Unaudited 

Pro Forma Combined Financial Information.ò  

Lawsuits have been filed challenging the merger and additional lawsuits may be filed in the future. Any 

injunctive relief, rescission, damages, or other adverse judgment could prevent the merger from occurring or 

could have a material adverse effect on LRE, Vanguard or Merger Sub. 

Alleged LRE unitholders have filed lawsuits challenging the merger against LRE, LRE GP, the members of the 

board of directors of LRE GP, Vanguard, Merger Sub and the other parties to the merger agreement. Although each 

of these lawsuits has been dismissed or nonsuited, additional lawsuits challenging the merger may be filed in the 

future. For more information on these lawsuits, see ñThe Merger ð Litigation Relating to the Merger.ò  

One of the conditions to the completion of the merger is that no order, decree or injunction of any court or 

agency of competent jurisdiction shall be in effect, and no law shall have been enacted or adopted, that enjoins, 

prohibits or makes illegal consummation of any of the transactions contemplated by the merger agreement. A 

preliminary injunction could delay or jeopardize the completion of the merger, and an adverse judgment granting 

permanent injunctive relief could indefinitely enjoin completion of the merger. An adverse judgment for rescission 

or for monetary damages could have a material adverse effect on LRE, Vanguard or Merger Sub.  

Vanguard and LRE are subject to business uncertainties and contractual restrictions while the proposed merger 

is pending, and, with respect to Vanguard, while the Eagle Rock merger is pending, which could adversely affect 

each partyôs business and operations.  

In connection with the pending merger, it is possible that some customers, suppliers and other persons with 

whom Vanguard or LRE have business relationships may delay or defer certain business decisions or, might decide 

to seek to terminate, change or renegotiate their relationship with Vanguard or LRE as a result  

46 

 
  

  

TABLE OF CONTENTS  



of the merger, which could negatively affect Vanguardôs and LREôs respective revenues, earnings and cash available 

for distribution, as well as the market price of Vanguard common units and LRE common units, regardless of 

whether the merger is completed.  

Under the terms of the merger agreement, each of Vanguard and LRE is subject to certain restrictions on the 

conduct of its business prior to completing the merger, and under the terms of the Eagle Rock merger agreement, 

Vanguard is subject to restrictions on the conduct of its business prior to completing the Eagle Rock merger, which 

may adversely affect its ability to execute certain of its business strategies. Such limitations could negatively affect 

each partyôs businesses and operations prior to the completion of the merger or the Eagle Rock merger. Furthermore, 

the process of planning to integrate three businesses and organizations for the post-merger and post-Eagle Rock 

merger period can divert management attention and resources and could ultimately have an adverse effect on each 

party. For a discussion of these restrictions, see ñThe Merger Agreement ð Conduct of Business Pending the 

Consummation of the Transactions Contemplated by the Merger Agreement.ò  

Vanguard and LRE will incur substantial transaction-related costs in connection with the merger.  

Vanguard and LRE expect to incur substantial expenses in connection with completing the merger and 

integrating the business, operations, networks, systems, technologies, policies and procedures of Vanguard and LRE. 

These expenses include, but are not limited to, fees paid to legal, financial and accounting advisors, filing fees and 

printing costs. There are a large number of systems that must be integrated, including billing, management 

information, purchasing, accounting and finance, sales, payroll and benefits, fixed assets, lease administration and 

regulatory compliance, and there are a number of factors beyond Vanguardôs and LREôs control that could affect the 

total amount or the timing of integration expenses. Many of the expenses that will be incurred, by their nature, are 

difficult to estimate accurately at the present time. Due to these factors, the transaction and integration expenses 

associated with the merger could, particularly in the near term, exceed the savings that the combined organization 

expects to achieve from the elimination of duplicative expenses and the realization of economies of scale and cost 

savings related to the integration of two businesses following the completion of the merger.  

Failure to successfully combine the businesses of LRE and Vanguard in the expected time frame may adversely 

affect the future results of the combined organization, and, consequently, the value of the Vanguard common 

units that LRE unitholders receive as part of the merger consideration.  

The success of the proposed merger will depend, in part, on the ability of Vanguard to realize the anticipated 

benefits and synergies from combining the businesses of Vanguard and LRE. To realize these anticipated benefits, 

the businesses must be successfully combined. If the combined organization is not able to achieve these objectives, 

or is not able to achieve these objectives on a timely basis, the anticipated benefits of the merger may not be realized 

fully or at all. In addition, the actual integration may result in additional and unforeseen expenses, which could 

reduce the anticipated benefits of the merger. These integration difficulties could result in declines in the market 

value of Vanguardôs common units and, consequently, result in declines in the market value of the Vanguard 

common units that LRE unitholders receive as part of the merger consideration.  

The merger is subject to conditions, including certain conditions that may not be satisfied on a timely basis, if at 

all. Failure to complete the merger, or significant delays in completing the merger, could negatively affect the 

trading prices of Vanguard common units and LRE common units and the future business and financial results 

of Vanguard and LRE.  

The completion of the merger is subject to a number of conditions. The completion of the merger is not assured 

and is subject to risks, including the risk that approval of the merger by the LRE unitholders is not obtained or that 

other closing conditions are not satisfied. If the merger is not completed, or if there are significant delays in 

completing the merger, the trading prices of Vanguard common units and LRE common units and the respective 

future business and financial results of Vanguard and LRE could be negatively affected, and each of them will be 

subject to several risks, including the following: 

 Å the parties may be liable for damages to one another under the terms and conditions of the merger 

agreement; 
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 Å negative reactions from the financial markets, including declines in the price of Vanguard common units or 

LRE common units due to the fact that current prices may reflect a market assumption that the merger will 

be completed; 

 Å having to pay certain significant costs relating to the merger, including, in the case of LRE in certain 

circumstances, the termination fee of $7,288,000, and in the case of both LRE and Vanguard, the obligation 

to reimburse the other party of up to $1,215,000 if the merger agreement is terminated in specified 

circumstances, as described in ñThe Merger Agreement ð Termination Feeò and ñThe Merger 

Agreement ð Expensesò; and 

 Å the attention of management of Vanguard and LRE will have been diverted to the merger rather than each 

organizationôs own operations and pursuit of other opportunities that could have been beneficial to that 

organization.  

If the merger is approved by LRE unitholders, the date that those unitholders will receive the merger 

consideration is uncertain.  

As described in this proxy statement/prospectus, completing the proposed merger is subject to several 

conditions, not all of which are controllable or waiveable by Vanguard or LRE. Accordingly, if the proposed merger 

is approved by LRE unitholders, the date that those unitholders will receive the merger consideration depends on the 

completion date of the merger, which is uncertain.  

LREôs, Vanguardôs and Eagle Rockôs financial estimates are based on various assumptions that may not prove to 

be correct.  

The financial estimates set forth in the forecast included under ñProposal 1: The Merger ð Unaudited 

Prospective Financial and Operating Information of LRE, Vanguard and Eagle Rockò are based on assumptions of, 

and information available to, LRE, Vanguard and Eagle Rock, respectively, at the time they were prepared and 

provided to the board of directors of LRE GP and LREôs financial advisors. LRE, Vanguard and Eagle Rock do not 

know whether such assumptions will prove correct. Any or all of such estimates may turn out to be wrong. Such 

estimates can be adversely affected by inaccurate assumptions or by known or unknown risks and uncertainties, 

many of which are beyond LREôs, Vanguardôs and Eagle Rockôs control. Many factors mentioned in this proxy 

statement/prospectus, including the risks outlined in this ñRisk Factorsò section and the events or circumstances 

described under ñCautionary Statement Regarding Forward-Looking Statements,ò will be important in determining 

LREôs, Vanguardôs and/or Eagle Rockôs future results. As a result of these contingencies, actual future results may 

vary materially from LREôs, Vanguardôs and Eagle Rockôs estimates. In view of these uncertainties, the inclusion of 

LREôs, Vanguardôs and Eagle Rockôs financial estimates in this proxy statement/prospectus is not and should not be 

viewed as a representation that the forecasted results will be achieved.  

LREôs, Vanguardôs and Eagle Rockôs financial estimates were not prepared with a view toward public 

disclosure, and LREôs and Vanguardôs financial estimates were not prepared with a view toward compliance with 

published guidelines of any regulatory or professional body. Further, any forward-looking statement speaks only as 

of the date on which it is made, and LRE, Vanguard and Eagle Rock undertake no obligation, other than as required 

by applicable law, to update their financial estimates herein to reflect events or circumstances after the date those 

financial estimates were prepared or to reflect the occurrence of anticipated or unanticipated events or 

circumstances.  

The financial estimates included in this proxy statement/prospectus have been prepared by, and are the 

responsibility of, LRE, Vanguard and/or Eagle Rockôs. Moreover, the prospective financial information included in 

this proxy statement/prospectus has been prepared by, and is the responsibility of, LREôs, Vanguardôs and Eagle 

Rockôs management. None of Vanguardôs independent registered public accounting firm, LREôs independent 

registered public accounting firm, Eagle Rockôs independent registered public accounting firm or any other 

independent accountants, has compiled, examined or performed any procedures with respect to the unaudited 

prospective financial and operating information contained herein, accordingly they have not expressed any opinion 

or any other form of assurance on such information. The report of the independent registered public accounting firm 



of LRE in its Annual Report on Form 10-K for the year ended December 31, 2014, relates to LREôs historical 

financial information, and the report of the independent  
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registered public accounting firm of Vanguard in its Annual Report on Form 10-K for the year ended December 31, 

2014, relates to Vanguardôs historical financial information and the report of the independent registered public 

accounting firm of Eagle Rock in its Annual Report on Form 10-K for the year ended December 31, 2014, relates to 

Eagle Rockôs historical financial information. These reports do not extend to the unaudited prospective financial and 

operating information and should not be read to do so. See ñProposal 1: The Merger ð Unaudited Prospective 

Financial and Operating Information of LRE, Vanguard and Eagle Rockò for more information.  

The number of outstanding Vanguard common units will increase as a result of the transactions contemplated by 

the merger agreement, and, if completed, the Eagle Rock merger agreement, which could make it more difficult 

to pay distributions.  

As of July 31, 2015, there were approximately 86.60 million Vanguard common units outstanding. Vanguard 

will issue approximately 15.44 million common units to former LRE unitholders (which does not include the 12,320 

Vanguard common units to be issued to the former members of LRE GP) pursuant to the transactions contemplated 

by the merger agreement, and, if the Eagle Rock merger is completed, will issue approximately 28.75 million 

common units to former Eagle Rock unitholders. Accordingly, the aggregate dollar amount required to pay the 

current per unit distribution on all Vanguard common units will increase, which could increase the likelihood that 

Vanguard will not have sufficient funds to pay the current level of monthly distributions to all Vanguard unitholders.  

If the transactions contemplated by the Eagle Rock merger agreement are consummated, based on this 

distribution amount on approximately 130.80 million Vanguard common units (including the 12,320 Vanguard 

common units issued to members of LRE GP), the combined pro forma Vanguard monthly distribution with respect 

to the month ended June 30, 2015, had the merger and the Eagle Rock merger been completed prior to the record 

date for such distribution, would have totalled approximately $15.37 million, which is an additional $5.19 million 

compared to the historical distribution amount for the month ended June 30, 2015. If, however, the transactions 

contemplated by the Eagle Rock merger agreement are not consummated, based on this distribution amount on 

approximately 102.06 million Vanguard common units (including the 12,320 Vanguard common units issued to 

members of LRE GP), the combined pro forma Vanguard monthly distribution with respect to the month ended June 

30, 2015, had the merger been completed prior to the record date for such distribution, would have totalled 

approximately $11.99 million, which is an additional $1.82 million compared to the historical distribution amount 

for the month ended June 30, 2015.  

LRE unitholders will have a reduced percentage ownership of the combined entity after the merger, and, if 

completed, the Eagle Rock merger, and will exercise less influence over management.  

When the merger occurs, each LRE unitholder that receives Vanguard common units will become a unitholder 

of Vanguard with a percentage ownership of the combined organization that is much smaller than such unitholderôs 

percentage ownership of LRE. If the Eagle Rock merger is completed, such ownership percentage of the combined 

organization will decline further.  

Vanguard common units to be received by LRE unitholders as a result of the merger have different rights from 

LRE common units.  

Following completion of the merger, LRE unitholders will no longer hold LRE common units, but will instead 

be unitholders of Vanguard. There are important differences between the rights of LRE unitholders and the rights of 

Vanguard unitholders. See ñComparison of Rights of Vanguard Common Unitholders and LRE Unitholdersò for a 

discussion of the different rights associated with LRE common units and Vanguard common units.  

No ruling has been obtained with respect to the U.S. federal income tax consequences of the merger.  



No ruling has been or will be requested from the IRS with respect to the U.S. federal income tax consequences 

of the merger. Instead, Vanguard and LRE are relying on the opinions of their respective counsel as to the U.S. 

federal income tax consequences of the merger, and counselôs conclusions may not be sustained if challenged by the 

IRS. Please read ñMaterial U.S. Federal Income Tax Consequences of the Merger.ò  
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The expected U.S. federal income tax consequences of the merger are dependent upon Vanguard and LRE being 

treated as partnerships for U.S. federal income tax purposes.  

The treatment of the merger as nontaxable to holders of LRE common units is dependent upon Vanguard and 

LRE each being treated as a partnership for U.S. federal income tax purposes. If Vanguard or LRE were treated as a 

corporation for U.S. federal income tax purposes, the consequences of the merger would be materially different and 

the merger would likely be a fully taxable transaction to a holder of LRE common units.  

LRE unitholders could recognize taxable income or gain for U.S. federal income tax purposes, in certain 

circumstances, as a result of the merger.  

For U.S. federal income tax purposes, LRE will be deemed to contribute all of its assets to Vanguard in 

exchange for Vanguard common units, the assumption of LREôs liabilities and cash in lieu of fractional Vanguard 

common units, followed by a liquidation of LRE in which Vanguard common units and cash are distributed to LRE 

unitholders. The actual receipt of cash and the deemed receipt of cash by LRE in the merger could trigger gain to 

LRE either because it would be treated as part of a sale or because it exceeds LREôs adjusted tax basis in its assets at 

the closing of the merger, and any such gain would be allocated to the LRE unitholders pursuant to the LRE 

partnership agreement. The actual receipt of cash and the deemed receipt of cash by LRE will qualify for one or 

more exceptions to sale treatment and LRE does not currently expect that it will recognize gain as a result of the 

deemed receipt of cash in the merger exceeding its adjusted tax basis in its assets. Please read ñMaterial U.S. Federal 

Income Tax Consequences of the Merger ð Tax Consequences of the Merger to LRE.ò In addition, as a result of 

the merger, holders of LRE common units who receive Vanguard common units will become limited partners of 

Vanguard for U.S. federal income tax purposes and will be allocated a share of Vanguardôs nonrecourse liabilities. 

Each such LRE unitholder will be treated as receiving a deemed cash distribution equal to the excess, if any, of such 

LRE unitholderôs share of nonrecourse liabilities of LRE immediately before the merger over such LRE unitholderôs 

share of nonrecourse liabilities of Vanguard immediately following the merger. If the amount of cash actually 

received in the merger plus any deemed cash distribution received by such LRE unitholder exceeds the LRE 

unitholderôs basis in his LRE units, such LRE unitholder will recognize gain in an amount equal to such excess. 

While there can be no assurance, Vanguard and LRE expect that most holders of LRE common units will not 

recognize gain in this manner. The amount and effect of any gain that may be recognized by holders of LRE 

common units will depend on such unitholderôs particular situation, including the ability of such unitholder to utilize 

any suspended passive losses. For additional information, please read ñMaterial U.S. Federal Income Tax 

Consequences of the Merger ð Tax Consequences of the Merger to LRE Common Unitholders.ò  

A holder of LRE common units may have a holding period for Vanguard common units received in the merger 

that is shorter than such holderôs holding period in the surrendered LRE common units.  

As a result of the merger, LRE will be deemed to contribute its assets to Vanguard in exchange for Vanguard 

common units, the assumption of LREôs liabilities, and cash in lieu of fractional Vanguard common units followed 

by a liquidation of LRE in which Vanguard common units and cash are distributed to holders of LRE common units. 

Such unitholdersô holding period in the Vanguard common units received in the merger will not be determined by 

reference to their holding period in the surrendered LRE common units. Instead, such unitholdersô holding period in 

the Vanguard common units received in the merger that are attributable to LREôs capital assets or assets used in its 

business as defined in Section 1231 of the Code will include LREôs holding period in those assets. The holding 



period for Vanguard common units received by a holder of LRE common units attributable to other assets of LRE, 

such as inventory and receivables, will begin on the day following the merger.  
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Vanguard may not be able to complete the pending Eagle Rock merger, which could adversely affect its business.  

Completion of the Eagle Rock merger is subject to, among other things, the approval of Eagle Rock unitholders 

of the Eagle Rock merger agreement, the Vanguard unitholdersô approval of the issuance of Vanguard common 

units to Eagle Rockôs unitholders pursuant to the Eagle Rock merger agreement and other customary closing 

conditions. It is possible that Eagle Rock unitholder approval or Vanguard unitholder approval may not be received 

in a timely manner or at all, or that one or more other closing conditions may not be satisfied or, if not satisfied, that 

such conditions may not be waived in accordance with the terms of the Eagle Rock merger agreement. The Eagle 

Rock merger is a transaction separate and apart from the merger and the completion of the Eagle Rock merger is not 

a condition to the completion of the merger, and the completion of the merger is not a condition to the completion of 

the Eagle Rock merger. Therefore, it is possible that the merger will be consummated but the Eagle Rock merger 

will not be consummated. If Vanguard is unable to complete the Eagle Rock merger, Vanguard will not fully realize 

the anticipated benefits of the Eagle Rock merger.  

Risk Factors Relating to the Ownership of Vanguard Common Units  

The Vanguard limited liability company agreement limits Vanguardôs duties to its unitholders and restricts the 

remedies available to unitholders for actions taken by Vanguard that might otherwise constitute breaches of duty.  

The Vanguard limited liability agreement contains provisions that reduce the standards to which Vanguard might 

otherwise be held by state fiduciary duty law. For example, the Vanguard limited liability company agreement: 

 Å provides that the board of directors of Vanguard will not have breached any duty to Vanguard or Vanguard 

unitholders for decisions made so long as such person acted in good faith, meaning it believed the 

determination or other action was in the best interests of Vanguard; 

 Å provides generally that affiliated transactions and resolutions of conflicts of interest not approved by 

Vanguardôs conflicts committee or by a vote of Vanguard unitholders must be on terms no less favorable to 

Vanguard than those generally being provided to or available from unrelated third parties or be ñfair and 

reasonableò to Vanguard and that, in determining whether a transaction or resolution is ñfair and 

reasonable,ò the totality of the relationships between the parties involved may be considered, including 

other transactions that may be particularly advantageous or beneficial to Vanguard; and 

 Å provides that the officers and directors of Vanguard will not be liable for monetary damages to Vanguard or 

its unitholders for any acts or omissions unless there has been a final and non-appealable judgment entered 

by a court of competent jurisdiction determining that such persons acted in bad faith or engaged in fraud, 

willful misconduct or, in the case of a criminal matter, acted with knowledge that the conduct was criminal.  

Any Vanguard unitholder is bound by the provisions in the Vanguard liability company agreement, including 

those discussed above.  

The Vanguard limited liability company agreement restricts the voting rights of those unitholders owning 20% or 

more of Vanguardôs common units.  

Vanguard unitholdersô voting rights are restricted by the Vanguard limited liability company agreement 

provision providing that any units held by a person that owns 20% or more of any class of units then outstanding, 

other than its founding unitholder and his affiliates or transferees and persons who acquire such units with the prior 

approval of the board of directors of Vanguard, cannot vote on any matter. The Vanguard limited liability company 

agreement also contains provisions limiting the ability of Vanguard unitholders to call meetings or to acquire 



information about its operations, as well as other provisions limiting Vanguard unitholdersô ability to influence the 

manner or direction of Vanguardôs management.  
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Vanguard may issue an unlimited number of additional units without common unitholder approval, which would 

dilute the ownership interest of existing unitholders.  

Vanguard may, without the approval of Vanguard common unitholders, issue an unlimited number of additional 

limited liability company interests at any time, including common units, without the approval of Vanguard common 

unitholders. The issuance by Vanguard of additional units or other equity securities may have the following effects: 

 Å Vanguard unitholdersô proportionate ownership interest in Vanguard will may decrease; 

 Å the amount of cash available for distribution on each unit may decrease; 

 Å the relative voting strength of each previously outstanding unit may be diminished; and 

 Å the market price of Vanguard common units may decline.  

The Vanguard limited liability company agreement provides for a limited call right that may require unitholders 

to sell their units at an undesirable time or price.  

If, at any time, any person owns more than 90% of any class of the Vanguard units then outstanding, such person 

has the right, but not the obligation, which it may assign to any of its affiliates or to Vanguard, to acquire all, but not 

less than all, of the remaining Vanguard units of such class then outstanding at a price not less than the then-current 

market price of the units. As a result, unitholders may be required to sell their Vanguard common units at an 

undesirable time or price and therefore may receive a lower or no return on their investment. Vanguard unitholders 

may also incur a tax liability upon a sale of their units.  

Vanguard does not have the same flexibility as other types of organizations to accumulate cash and equity to 

protect against illiquidity in the future.  

Unlike a corporation, the Vanguard limited liability company agreement requires Vanguard to make quarterly 

distributions to its unitholders of all available cash, reduced by any amounts of reserves for commitments and 

contingencies, including capital and operating costs and debt service requirements. Vanguard pays distributions on a 

monthly basis. The value of Vanguardôs units, including common units, may decrease in direct correlation with 

decreases in the amount Vanguard distribute per unit. Accordingly, if Vanguard experiences a liquidity problem in 

the future, it may have difficulty issuing more equity to recapitalize.  

Vanguardôs management may have conflicts of interest with its unitholders. The Vanguard limited liability 

company agreement limits the remedies available to its unitholders in the event its unitholders have a claim 

relating to conflicts of interest.  

Conflicts of interest may arise between Vanguardôs management, on the one hand, and Vanguard and its 

unitholders, on the other hand, related to the divergent interests of Vanguardôs management. Situations in which the 

interests of Vanguardôs management may differ from interests of its non-affiliated unitholders include, among 

others, the following situations: 

 Å the Vanguard limited liability company agreement gives its board of directors broad discretion in 

establishing cash reserves for the proper conduct of its business, which will affect the amount of cash 

available for distribution. For example, Vanguardôs management will use its reasonable discretion to 

establish and maintain cash reserves sufficient to fund its drilling program; 

 Å Vanguardôs management team, subject to oversight from its board of directors, determines the timing and 

extent of its drilling program and related capital expenditures, asset purchases and sales, borrowings, 



issuances of additional units and reserve adjustments, all of which will affect the amount of cash that 

Vanguard distributes to its unitholders; and 

 Å affiliates of Vanguardôs directors are not prohibited under its limited liability company agreement from 

investing or engaging in other businesses or activities that compete with Vanguard.  
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The price of Vanguardôs common and cumulative preferred units could be subject to wide fluctuations and 

unitholders could lose a significant part of their investment.  

During the first six months of 2015, the quoted market prices of Vanguardôs common and cumulative preferred 

units fluctuated as follows:  

       

 

  
Closing 

Low   
Closing 

High 

Common unit (VNR)   $ 12.50     $ 18.72   

Series A Preferred unit (VNRAP)   $ 21.85     $ 25.10   

Series B Preferred unit (VNRBP)   $ 19.43     $ 23.68   

Series C Preferred unit (VNRCP)   $ 19.75     $ 24.20   

The market prices of Vanguardôs common and cumulative preferred units are subject to fluctuations in response 

to a number of factors, most of which Vanguard cannot control, including: 

 Å fluctuations in broader securities market prices and volumes, particularly among securities of oil and natural 

gas companies and securities of publicly traded limited partnerships and limited liability companies; 

 Å changes in general conditions in the U.S. economy, financial markets or the oil and natural gas industry, 

including fluctuations in commodity prices; 

 Å changes in securities analystsô recommendations and their estimates of Vanguardôs financial performance; 

 Å the publicôs reaction to Vanguardôs press releases, announcements and Vanguardôs filings with the SEC; 

 Å changes in market valuations of similar companies; 

 Å departures of key personnel; 

 Å commencement of or involvement in litigation; 

 Å variations in Vanguardôs quarterly results of operations or those of other oil and natural gas companies; 

 Å variations in the amount of Vanguardôs monthly cash distributions; and 

 Å future issuances and sales of Vanguardôs units.  

In recent years, the securities market has experienced extreme price and volume fluctuations. This volatility has 

had a significant effect on the market price of securities issued by many companies for reasons unrelated to the 

operating performance of these companies. Future market fluctuations may result in a lower price of Vanguardôs 

common units.  

Vanguard Unitholders may have liability to repay distributions.  



Under certain circumstances, Vanguard unitholders may have to repay amounts wrongfully returned or 

distributed to them. Under Section 18-607 of the Delaware Limited Liability Company Act, Vanguard may not 

make a distribution to unitholders if the distribution would cause Vanguardôs liabilities to exceed the fair value of its 

assets. Delaware law provides that for a period of three years from the date of an impermissible distribution, 

members or unitholders who received the distribution and who knew at the time of the distribution that it violated 

Delaware law will be liable to the limited liability company for the distribution amount. A purchaser of Vanguard 

common units who becomes a member or unitholder is liable for the obligations of the transferring member to make 

contributions to the limited liability company that are known to such purchaser of units at the time it became a 

member and for unknown obligations if the liabilities could be determined from the Vanguard limited liability 

company agreement.  
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An increase in interest rates may cause the market price of Vanguardôs common units to decline.  

Like all equity investments, an investment in Vanguardôs common units is subject to certain risks. In exchange 

for accepting these risks, investors may expect to receive a higher rate of return than would otherwise be obtainable 

from lower-risk investments. Accordingly, as interest rates rise, the ability of investors to obtain higher risk-adjusted 

rates of return by purchasing government-backed debt securities may cause a corresponding decline in demand for 

riskier investments generally, including yield-based equity investments such as publicly traded limited liability 

company interests. Reduced demand for Vanguardôs units resulting from investors seeking other more favorable 

investment opportunities may cause the trading price of Vanguardôs common units to decline.  

Vanguardôs tax treatment depends on its status as a partnership for federal income tax purposes, as well as it not 

being subject to a material amount of entity-level taxation by individual states or local entities. If the IRS were to 

treat Vanguard as a corporation or if Vanguard were to become subject to a material amount of entity-level 

taxation for state or local tax purposes, it would substantially reduce the amount of cash available for payment 

for distributions on Vanguardôs common units.  

The anticipated after-tax economic benefit of an investment in Vanguardôs common units depends largely on 

Vanguard being treated as a partnership for U.S. federal income tax purposes. A publicly traded partnership such as 

Vanguard may be treated as a corporation for U.S. federal income tax purposes unless it satisfies a ñqualifying 

incomeò requirement. Based on its current operations Vanguard believes that it satisfies the qualifying income 

requirement, will satisfy the qualifying income requirement following the merger and will therefore be treated as a 

partnership. Failing to meet the qualifying income requirement or a change in current law could cause Vanguard to 

be treated as a corporation for federal income tax purposes or otherwise subject Vanguard to taxation as an entity. 

Vanguard has not requested, and does not plan to request, a ruling from the IRS with respect to its treatment as a 

partnership for federal income tax purposes.  

If Vanguard were treated as a corporation for federal income tax purposes, it would pay federal income tax on its 

taxable income at the corporate tax rate, which is currently a maximum of 35% and would likely pay state income 

tax at varying rates. Distributions to Vanguardôs common unitholders would generally be taxed again as corporate 

distributions and no income, gains, losses, or deductions would flow through to unitholders. Because a tax would be 

imposed on Vanguard as a corporation, its cash available for distribution to its unitholders would be substantially 

reduced. Therefore, treatment of Vanguard as a corporation would result in a material reduction in the anticipated 

cash flow and after-tax return to its unitholders likely causing a substantial reduction in the value of its units.  

At the state level, because of widespread state budget deficits and other reasons, several states are evaluating 

ways to subject partnerships to entity-level taxation through the imposition of state income, franchise and other 

forms of taxation. Imposition of any such tax on Vanguard by any such state will reduce the cash available for 

distribution to its unitholders.  



The tax treatment of publicly traded partnerships or an investment in Vanguardôs common units could be subject 

to potential legislative, judicial or administrative changes or differing interpretations, possibly applied on a 

retroactive basis.  

The present U.S. federal income tax treatment of publicly traded partnerships, including Vanguard, or an 

investment in Vanguardôs common units may be modified by administrative, legislative or judicial changes or 

differing interpretations at any time. For example, the Obama Administrationôs budget proposal for fiscal year 2016 

recommends that publicly traded partnerships earning income from activities related to fossil fuels be taxed as 

corporations beginning in 2021. From time to time, members of Congress propose and consider substantive changes 

to the existing U.S. federal income tax laws that affect publicly traded partnerships. One such legislative proposal 

would eliminate the qualifying income exception to the treatment of all publicly traded partnerships as corporations 

upon which Vanguard relies for its treatment as a partnership for U.S. federal income tax purposes. Vanguard is 

unable to predict whether any of these changes or other proposals will be reintroduced or will ultimately be enacted. 

Any such changes could negatively impact the value of an investment in Vanguardôs common units. Any 

modification to the U.S. federal income tax laws may be applied retroactively and could make it more difficult or 

impossible to meet the exception for certain publicly traded partnerships to be treated as partnerships for U.S. 

federal income tax purposes.  
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If the IRS contests the federal income tax positions Vanguard takes, the market for Vanguardôs common units 

may be adversely impacted, and the cost of any IRS contest will reduce Vanguardôs cash available for 

distribution.  

Vanguard has not requested a ruling from the IRS with respect to its treatment as a partnership for federal 

income tax purposes. The IRS may adopt positions that differ from the positions it takes. It may be necessary to 

resort to administrative or court proceedings to sustain some or all of the positions Vanguard takes. A court may not 

agree with some or all of the positions it takes. Any contest with the IRS may materially and adversely impact the 

market for Vanguardôs common units and the price at which they trade. In addition, the costs of any contest with the 

IRS will be borne indirectly by Vanguardôs unitholders because the costs will reduce its cash available for 

distribution.  

Vanguard unitholders may be required to pay taxes on their share of income even if they do not receive any cash 

distributions from Vanguard.  

Because Vanguardôs unitholders will be treated as partners to whom Vanguard will allocate taxable income that 

could be different in amount than the cash Vanguard distributes, they will be required to pay any federal income 

taxes and, in some cases, state and local income taxes on their share of Vanguardôs taxable income even if they 

receive no cash distributions from Vanguard. Vanguardôs unitholders may not receive cash distributions from 

Vanguard equal to their share of Vanguardôs taxable income or even equal to the tax liability that results from that 

income.  

Tax gain or loss on the disposition of Vanguard common units could be more or less than expected.  

If a unitholder sells his Vanguard common units, he will recognize gain or loss equal to the difference between 

the amount realized and his tax basis in those common units. Prior distributions to a Vanguard unitholder in excess 

of the total net taxable income he was allocated for a Vanguard common unit, which decreased his tax basis in that 

common unit, will, in effect, become taxable income to him to the extent the common unit is sold at a price greater 

than his tax basis in that common unit, even if the price is less than his original cost. A substantial portion of the 

amount realized, whether or not representing gain, may be ordinary income. In addition, because the amount 

realized includes a unitholderôs share of Vanguardôs nonrecourse liabilities, if a unitholder sells his Vanguard 

common units, he may incur a tax liability in excess of the amount of cash he receives from the sale.  



Tax-exempt entities and non-U.S. persons face unique tax issues from owning Vanguard common units that may 

result in adverse tax consequences to them.  

Investment in Vanguard common units by tax-exempt entities, such as individual retirement accounts (ñIRAsò), 

other retirement plans and non-U.S. persons raises issues unique to them. For example, virtually all of Vanguardôs 

income allocated to organizations that are exempt from federal income tax, including IRAs and other retirement 

plans, will be unrelated business taxable income and will be taxable to them. Distributions to non-U.S. persons will 

be reduced by withholding taxes at the highest applicable effective tax rate, and non-U.S. persons will be required to 

file United States federal tax returns and pay tax on their share of Vanguardôs taxable income. If a Vanguard 

unitholder is a tax-exempt entity or a non-U.S. person, he should consult his tax advisor before investing in 

Vanguard common units.  

Vanguard will treat each purchaser of Vanguard common units as having the same tax benefits without regard to 

the actual common units purchased. The IRS may challenge this treatment, which could adversely affect the 

value of the common units.  

Due to a number of factors, including its inability to match transferors and transferees of its common units, 

Vanguard will adopt depreciation and amortization positions that may not conform to all aspects of existing 

Treasury Regulations. A successful IRS challenge to those positions could adversely affect the amount of tax 

benefits available to its unitholders. It also could affect the timing of these tax benefits or the amount of gain from 

the sale of Vanguardôs common units and could have a negative impact on the value of Vanguardôs common units or 

result in audit adjustments to a unitholdersô tax returns.  
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Vanguard prorates its items of income, gain, loss and deduction between transferors and transferees of its units 

each month based upon the ownership of its units on the first day of each month, instead of on the basis of the 

date a particular unit is transferred. The IRS may challenge this treatment, which could change the allocation of 

items of income, gain, loss and deduction among Vanguardôs unitholders.  

Vanguard prorates its items of income, gain, loss and deduction between transferors and transferees of its units 

each month based upon the ownership of its units on the first day of each month, instead of on the basis of the date a 

particular unit is transferred. The use of this proration method may not be permitted under existing Treasury 

Regulations. Recently, the U.S. Treasury Department issued proposed Treasury Regulations that provide a safe 

harbor pursuant to which a publicly traded partnership may use a similar monthly simplifying convention to allocate 

tax items among transferor and transferee unitholders. The proposed regulations do not, however, specifically 

authorize the use of the proration method Vanguard has adopted. If the IRS were to challenge its proration method 

or new Treasury Regulations were issued, Vanguard may be required to change the allocation of items of income, 

gain, loss and deduction among unitholders.  

A Vanguard unitholder whose units are the subject of a securities loan (e.g., a loan to a ñshort sellerò to cover a 

short sale of units) may be considered to have disposed of those units. If so, he would no longer be treated for tax 

purposes as a partner with respect to those units during the period of the loan and may recognize gain or loss 

from the disposition.  

Because there are no specific rules governing the federal income tax consequences of loaning a partnership 

interest, a unitholder whose units are the subject of a securities loan may be considered to have disposed of the 

loaned units. In that case, he may no longer be treated for tax purposes as a partner with respect to those units during 

the period of the loan and the unitholder may recognize gain or loss from such disposition. Moreover, during the 

period of the loan, any of Vanguardôs income, gain, loss or deduction with respect to those units may not be 

reportable by the unitholder and any cash distributions received by the unitholder as to those units could be fully 

taxable as ordinary income. Unitholders desiring to assure their status as partners and avoid the risk of gain 



recognition from a loan of their units are urged to modify any applicable brokerage account agreements to prohibit 

their brokers from borrowing their units.  

The sale or exchange of 50% or more of Vanguardôs capital and profits interests during any twelve-month period 

will result in the termination of Vanguard for federal income tax purposes.  

Vanguard will be considered to have constructively terminated its partnership for federal income tax purposes if 

there is a sale or exchange of 50% or more of the total interests in its capital and profits within a twelve-month 

period. For purposes of determining whether the 50% threshold has been met, multiple sales of the same interest are 

counted only once. Vanguardôs termination would, among other things, result in the closing of its taxable year for all 

unitholders, which would result in Vanguard filing two tax returns (and its unitholders receiving two Schedule K-1s) 

for one calendar year and could result in a deferral of depreciation deductions allowable in computing its taxable 

income. In the case of a unitholder reporting on a taxable year other than a calendar year, the closing of Vanguardôs 

taxable year may also result in more than twelve months of its taxable income or loss being includable in such 

unitholderôs taxable income for the year of termination. Vanguardôs termination currently would not affect its 

classification as a partnership for federal income tax purposes, but instead, it would be treated as a new partnership 

for federal income tax purposes. If treated as a new partnership, Vanguard must make new tax elections and could 

be subject to penalties if it is unable to determine in a timely manner that a termination occurred. The IRS has 

announced a relief procedure whereby if a publicly traded partnership that has technically terminated requests and 

the IRS grants special relief, the partnership may be permitted to provide only a single Schedule K-1 to its 

unitholders for the tax year in which the termination occurs.  

Vanguard unitholders may be subject to state and local taxes and return filing requirements in jurisdictions 

where they do not live as a result of investing in Vanguard common units.  

In addition to federal income taxes, Vanguard unitholders may be subject to return filing requirements and other 

taxes, including state and local taxes, unincorporated business taxes and estate, inheritance or intangible taxes that 

are imposed by the various jurisdictions in which Vanguard conducts business or owns property now or in the 

future, even if you do not live in any of those jurisdictions. Further, Vanguard  
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unitholders may be subject to penalties for failure to comply with those return filing requirements. Vanguard 

currently conducts business and owns assets in many states. Several of these states currently impose a personal 

income tax on individuals, and all of these states impose an income tax on corporations and other entities. As 

Vanguard makes acquisitions or expands its business, it may conduct business or own assets in additional states that 

impose a personal income tax. It is the responsibility of each unitholder to file all U.S. federal, state and local tax 

returns.  
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CAUTIONARY STATEMENT REGARDING FORWARD -LOOKING STATEMENTS  

This proxy statement/prospectus and the documents incorporated herein by reference include ñforward-looking 

statementsò as defined by the SEC. All statements other than historical facts, including, without limitation, 



statements regarding the expected benefits of the proposed transaction to Vanguard and LRE and their respective 

unitholders, the anticipated completion of the proposed transaction or the timing thereof, the expected future 

reserves, production, financial position, business strategy, revenues, earnings, costs, capital expenditures and debt 

levels of the combined company, and plans and objectives of management for future operations, are forward-looking 

statements. When used in this proxy statement/prospectus, words such as we ñmay,ò ñcan,ò ñexpect,ò ñintend,ò 

ñplan,ò ñestimate,ò ñanticipate,ò ñpredict,ò ñproject,ò ñforesee,ò ñbelieve,ò ñwillò or ñshould,ò ñwould,ò ñcould,ò or 

the negative thereof or variations thereon or similar terminology are generally intended to identify forward-looking 

statements. It is uncertain whether the events anticipated will transpire, or if they do occur what impact they will 

have on the results of operations and financial condition of Vanguard, LRE, Eagle Rock or of the combined 

company. Such forward-looking statements are subject to risks and uncertainties that could cause actual results to 

differ materially from those expressed in, or implied by, such statements. These risks and uncertainties include, but 

are not limited to: 

 Å the ability to obtain unitholder approval of the proposed transaction; 

 Å the ability to complete the proposed transaction on anticipated terms and timetable; 

 Å Vanguardôs, LREôs and Eagle Rockôs ability to integrate successfully after the transaction and achieve 

anticipated benefits from the proposed transaction; 

 Å the possibility that various closing conditions for the transaction may not be satisfied or waived; 

 Å risks relating to any unforeseen liabilities of Vanguard, LRE or Eagle Rock; 

 Å declines in oil, NGLs or natural gas prices; 

 Å the level of success in exploitation, development and production activities; 

 Å adverse weather conditions that may negatively impact development or production activities; 

 Å the timing of exploitation and development expenditures; 

 Å inaccuracies of reserve estimates or assumptions underlying them; 

 Å revisions to reserve estimates as a result of changes in commodity prices; 

 Å impacts to financial statements as a result of impairment write-downs; 

 Å risks related to level of indebtedness and periodic redeterminations of the borrowing base under 

Vanguardôs, LREôs and Eagle Rockôs credit agreements; 

 Å the ability of Vanguard, LRE and Eagle Rock to comply with covenants contained in the agreements 

governing their indebtedness; 

 Å ability to generate sufficient cash flows from operations to meet the internally funded portion of any capital 

expenditures budget; 

 Å ability to obtain external capital to finance exploitation and development operations and acquisitions; 

 Å federal, state and local initiatives and efforts relating to the regulation of hydraulic fracturing; failure of 

properties to yield oil or gas in commercially viable quantities; 

 Å uninsured or underinsured losses resulting from oil and gas operations; 

 Å inability to access oil and gas markets due to market conditions or operational impediments; 

 Å the impact and costs of compliance with laws and regulations governing oil and gas operations; 

 Å ability to replace oil and natural gas reserves; 

 Å any loss of senior management or technical personnel; 
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 Å competition in the oil and gas industry; 

 Å risks arising out of hedging transactions; and 

 Å other risks described under the caption ñRisk Factorsò in Vanguardôs and LREôs respective Annual Reports 

on Form 10-K for the period ended December 31, 2014.  

Unless expressly stated otherwise, forward-looking statements are based on the expectations and beliefs of the 

respective managements of Vanguard and LRE, based on information currently available, concerning future events 

affecting Vanguard and LRE. Although Vanguard and LRE believe that these forward-looking statements are based 

on reasonable assumptions, they are subject to uncertainties and factors related to Vanguardôs and LREôs operations 

and business environments, all of which are difficult to predict and many of which are beyond Vanguardôs and 

LREôs control. Any or all of the forward-looking statements in this proxy statement/prospectus may turn out to be 

wrong. They can be affected by inaccurate assumptions or by known or unknown risks and uncertainties. The 

foregoing list of factors should not be construed to be exhaustive. Many factors mentioned in this proxy 

statement/prospectus, including the risks outlined under the caption ñRisk Factorsò contained in Vanguardôs or 

LREôs Exchange Act reports incorporated herein by reference will be important in determining future results, and 

actual future results may vary materially. There is no assurance that the actions, events or results of the forward-

looking statements will occur, or, if any of them do, when they will occur or what effect they will have on 

Vanguardôs or LREôs results of operations, financial condition, cash flows or distributions. In view of these 

uncertainties, readers are cautioned not to place undue reliance on forward-looking statements, which speak only as 

of their dates. Except as required by law, neither Vanguard nor LRE intends to update or revise its forward-looking 

statements, whether as a result of new information, future events or otherwise.  
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THE PARTIES  

Vanguard Natural Resources, LLC  

Vanguard Natural Resources, LLC is a limited liability company formed in Delaware in 2006 with common 

units listed and traded on the NASDAQ under the symbol ñVNR.ò Vanguard is an independent energy company 

focused on the acquisition, exploitation and development of mature, long-lived oil and natural gas properties in the 

United States. Vanguardôs properties and oil and natural gas reserves are located in nine operating basins: 

 Å the Green River Basin in Wyoming; 

 Å the Piceance Basin in Colorado; 

 Å the Permian Basin in West Texas and New Mexico; 

 Å the Gulf Coast Basin in Texas and Mississippi; 

 Å the Big Horn Basin in Wyoming and Montana; 

 Å the Arkoma Basin in Arkansas and Oklahoma; 



 Å the Williston Basin in North Dakota and Montana; 

 Å the Wind River Basin in Wyoming; and 

 Å the Powder River Basin in Wyoming.  

As of December 31, 2014, Vanguardôs total estimated proved reserves were 2,031.3 Bcfe, of which 

approximately 15% were oil reserves, 73% were natural gas reserves and 12% were NGLs reserves. Of these 

reserves, 68% were classified as proved developed.  

As of December 31, 2014, Vanguard owned working interests in 9,759 gross (3,664 net) productive wells, which 

accounted for approximately 53% of Vanguardôs total estimated proved reserves at December 31, 2014. Vanguardôs 

average net daily production for the year ended December 31, 2014 was 327,109 Mcfe/day.  

In addition, as of December 31, 2014, Vanguard owned approximately 870,140 gross undeveloped leasehold 

acres surrounding its existing wells. As of December 31, 2014, Vanguard had identified 1,254 proved undeveloped 

drilling locations and over 3,931 other drilling locations on its leasehold acreage.  

The address of Vanguardôs principal executive offices is 5847 San Felipe, Suite 3000, Houston, Texas 77057. 

Additional information about Vanguard and its subsidiaries is included in the documents incorporated by reference 

into this proxy statement/prospectus. See ñWhere You Can Find More Information.ò  

LRR Energy, L.P.  

LRR Energy, L.P. is a Delaware limited partnership formed in April 2011 by Lime Rock Management LP, an 

affiliate of Lime Rock Resources A, L.P., Lime Rock Resources B, L.P. and Lime Rock Resources C, L.P., with 

common units listed and traded on the NYSE under the symbol ñLRE.ò LRE is an independent energy company 

focused on the operation, acquisition, exploitation and development of producing oil and natural gas properties in 

North America with long-lived, predictable production profiles. LREôs properties consist of mature, low-risk 

onshore oil and natural gas reservoirs with long-lived, predictable production profiles located across three diverse 

producing regions: 

 Å the Permian Basin region in West Texas and Southeast New Mexico; 

 Å the Mid-Continent region in Oklahoma and East Texas; and 

 Å the Gulf Coast region in Texas.  
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As of December 31, 2014, LREôs total estimated proved reserves were 33.8 MMBoe, of which approximately 

88% were proved developed reserves (approximately 73% proved developed producing and approximately 15% 

proved developed non-producing). As of December 31, 2014, LRE operated 87% of its proved reserves. LREôs 

proved reserves had a standardized measure of $441.7 million as of December 31, 2014. For the year ended 

December 31, 2014, LREôs average net production was 6,433 Boe/d.  

The address of LREôs principal executive offices is Heritage Plaza, 1111 Bagby Street, Suite 4600, Houston, 

Texas 77002. Additional information about LRE and its subsidiaries is included in the documents incorporated by 

reference into this proxy statement/prospectus. See ñWhere You Can Find More Information.ò  

Eagle Rock Energy Partners, L.P. 

Eagle Rock Energy Partners, L.P. is a Delaware limited partnership formed in May 2006, with common units 

listed and traded on the NASDAQ under the symbol ñEROC.ò Eagle Rock is engaged in (a) the exploitation, 

development, and production of oil and natural gas properties and (b) ancillary gathering, compressing, treating, 

processing and marketing services with respect to its production of natural gas, natural gas liquids, condensate and 



crude oil. Eagle Rocks interests include long-lived, high working interest properties with extensive production 

histories and development opportunities located in the following four regions of the United States:  

 Å the Mid-Continent, which includes areas in Oklahoma, Arkansas and the Texas Panhandle; 

 Å Alabama, which includes associated gathering and processing assets; 

 Å Permian, which includes areas in West Texas; and  

 Å East Texas, South Texas and Mississippi. 

As of December 31, 2014, Eagle Rockôs working interest properties included 561 gross operated productive 

wells and 1,217 gross non-operated wells with net production of approximately 73.5 MMcfe/d and proved reserves 

of approximately 169.1 Bcf of natural gas, 11.0 MMBbls of crude oil, and 13.8 MMBbls of natural gas liquids, of 

which 78.5% were proved developed. The reserve life index of Eagle Rockôs properties is approximately 11.8 years 

based on Eagle Rockôs average daily production for the year ended 2014. 

The address of Eagle Rockôs principal executive offices is 1415 Louisiana Street, Suite 2700, Houston, Texas 

77002. Additional information about Eagle Rock and its subsidiaries is included in the documents incorporated by 

reference into this proxy statement/prospectus. See ñWhere You Can Find More Information.ò 

The Eagle Rock merger is a transaction separate and apart from the merger. The completion of the Eagle Rock 

merger is not a condition to the completion of the merger, and the completion of the merger is not a condition to the 

completion of the Eagle Rock merger.  
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THE LRE SPECIAL MEETING  

LRE is providing this proxy statement/prospectus to its unitholders in connection with the solicitation of proxies 

to be voted at the special meeting of unitholders that LRE has called for, among other things, the purpose of holding 

a vote upon a proposal to approve the merger agreement and the transactions contemplated thereby and at any 

adjournment or postponement thereof. This proxy statement/prospectus constitutes a prospectus for Vanguard in 

connection with the issuance by Vanguard of its common units in connection with the merger and the purchase of 

the limited liability company interests in LRE GP. This proxy statement/prospectus is first being mailed to LREôs 

unitholders on or about           , 2015, and provides LRE unitholders with the information they need to know to be 

able to vote or instruct their vote to be cast at the LRE special meeting.  

Date, Time and Place  

The special meeting will be held at 1111 Bagby Street, Houston, TX 77002 on September 10, 2015 at 10:00 

a.m., local time.  

Purpose  

At the LRE special meeting, LRE unitholders will be asked to vote solely on the following proposals: 

 Å Proposal 1:  to approve the merger agreement, as such agreement may be amended from time to time, and 

the transactions contemplated thereby; 

 Å Proposal 2:  to approve, on an advisory, non-binding basis, the merger-related compensation payments that 

may become payable to certain of LREôs named executive officers in connection with the merger; and 

 Å Proposal 3:  to approve the adjournment of the LRE special meeting if necessary to solicit additional 

proxies if there are not sufficient votes to approve the merger agreement at the time of the special meeting.  

LRE GPôs Board Recommendation  

The board of directors of LRE GP recommends that unitholders of LRE vote: 



 Å Proposal 1:  ñFORò the approval of the merger agreement and the transactions contemplated thereby; 

 Å Proposal 2:  ñFORò the approval, on an advisory, non-binding basis, of the merger-related compensation 

payments that may become payable to certain of LREôs named executive officers in connection with the 

merger; and 

 Å Proposal 3:  ñFORò the approval of any adjournment of the LRE special meeting if necessary to solicit 

additional proxies if there are not sufficient votes to approve the merger agreement at the time of the special 

meeting.  

Among other things, the LRE GP conflicts committee has determined that the merger agreement is 

advisable to and in the best interests of, LRE and its unitholders who are not affiliates of LRE GP and has 

approved the merger agreement and recommended that the board of directors of LRE GP approve the 

merger agreement. Based upon, among other things, the recommendation of the LRE GP conflicts committee, 

the board of directors of LRE GP unanimously (i) determined that the merger agreement and the merger are 

in the best interests of LRE and its unitholders, (ii) approved the merger and the merger agreement and (iii) 

resolved to recommend approval of the merger agreement and the transactions contemplated thereby to the 

LRE unitholders. See ñProposal 1: The Merger ð  Recommendation of LRE GPôs Board of Directors and Its 

Reasons for the Merger.ò  

In considering the recommendation of the board of directors of LRE GP with respect to the merger agreement 

and the transactions contemplated thereby, you should be aware that some of LRE GPôs directors and executive 

officers may have interests that are different from, or in addition to, the interests of LRE unitholders more generally. 

See ñProposal 1: The Merger ð Interests of Directors and Executive Officers of LRE GP in the Merger.ò  
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LRE Record Date; Outstanding Units; Units Entitled to be Voted  

The record date for the LRE special meeting is July 24, 2015. Only LRE unitholders of record at the close of 

business on the record date will be entitled to receive notice of and to vote at the LRE special meeting or any 

adjournment or postponement of the meeting.  

As of the close of business on the record date of July 24, 2015, there were 28,074,433 LRE common units 

outstanding and entitled to be voted at the meeting. Each holder of LRE common units is entitled to one vote for 

each LRE common unit held by it.  

If at any time any person or group (other than LRE GP or its affiliates) beneficially owns 20% or more of any 

class of LRE units then outstanding, then such person or group loses voting rights on all of its units and such units 

will not be considered ñoutstanding.ò This loss of voting rights does not apply to (i) any person or group who 

acquired 20% or more of any class of LRE units directly from LRE GP or its affiliates (other than directly from 

LRE), (ii) any person or group who directly or indirectly acquired 20% or more of any class of LRE units from that 

person or group described in clause (i) provided that LRE GP notified such transferee in writing that such loss of 

voting rights did not apply, or (iii) any person or group who acquired 20% or more of any class of LRE units if LRE 

GP notified such person or group in writing that such loss of voting rights did not apply. As of July 31, 2015, no 

person or group (other than LRE GP and its affiliates) beneficially owns 20% or more of any class of LRE units.  

A complete list of LRE unitholders entitled to vote at the LRE special meeting will be available for inspection at 

the principal place of business of LRE during regular business hours for a period of no less than ten days before the 

LRE special meeting and at the place of the LRE special meeting during the meeting.  

Quorum  

A quorum of unitholders is required to vote on the approval of the merger agreement at the LRE special meeting, 

but not to approve any adjournment of the meeting. The holders, as of the record date of the special meeting, of a 



majority of the outstanding LRE common units must be represented in person or by proxy at the meeting in order to 

constitute a quorum. Any abstentions made by a unitholder pursuant to a valid proxy or at the meeting and broker 

non-votes (if any) will be counted in determining whether a quorum is present at the LRE special meeting.  

Required Vote  

To approve the merger agreement and the transactions contemplated thereby, the holders, as of the record date of 

the special meeting, of a majority of the outstanding LRE common units, voting together as a single class, must 

affirmatively vote in favor of approval of the merger agreement and the transactions contemplated thereby. To 

approve (on an advisory, non-binding basis) the proposal regarding merger-related compensation payments that may 

become payable to certain of LREôs named executive officers in connection with the merger, the holders, as of the 

record date of the special meeting, of a majority of the outstanding LRE common units, voting together as a single 

class, must vote in favor of such proposal.  

Because approval is based on the affirmative vote of the holders, as of the record date of the special meeting, of 

a majority of the outstanding LRE common units, voting together as a single class, an LRE unitholderôs failure to 

submit a proxy card or to vote in person at the LRE special meeting or an abstention from voting, or the failure of an 

LRE unitholder who holds his or her units in ñstreet nameò through a broker or other nominee to give voting 

instructions to such broker or other nominee, will have the same effect as a vote cast ñAGAINSTò approval of the 

merger agreement, the transactions contemplated thereby and the merger-related compensation payments that may 

become payable as a result of the merger.  

To approve the adjournment of the LRE special meeting if necessary to solicit additional proxies if there are not 

sufficient votes to approve the merger agreement at the time of the special meeting and if a quorum is present at, and 

if a limited partner vote is solicited on adjournment of, the meeting, holders of a majority of the outstanding LRE 

common units, voting together as a single class, must vote in favor of the proposal. If a quorum is not present at the 

meeting, the affirmative vote of the holders of a majority of the outstanding LRE common units present and entitled 

to be voted at such meeting represented either in person or by proxy, voting together as a single class, is required to 

adjourn. Because approval of this proposal is based on the  
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affirmative vote of the holders, as of the record date of the special meeting, of a majority of the outstanding LRE 

common units, voting together as a single class, an LRE unitholderôs failure to vote, an abstention from voting or the 

failure of an LRE unitholder who holds his or her units in ñstreet nameò through a broker or other nominee to give 

voting instructions to such broker or other nominee will have the same effect as a vote cast ñAGAINSTò approval of 

this proposal.  

Common Unit Ownership of and Voting by LRE GPôs Directors and Executive Officers  

At the close of business on the record date for the LRE special meeting, LRE GPôs directors and executive 

officers and their affiliates beneficially owned and had the right to vote 8,962,552 LRE common units at the LRE 

special meeting, which represents approximately 32% of the LRE common units entitled to be voted at the LRE 

special meeting. It is expected that LRE GPôs directors and executive officers will vote their LRE common units 

ñFORò the approval of the merger agreement and the transactions contemplated thereby, although none of them has 

entered into any agreement requiring them to do so.  

Voting of Common Units by Holders of Record  

If you are entitled to vote at the LRE special meeting and hold your LRE common units in your own name, you 

can submit a proxy or vote in person by completing a ballot at the LRE special meeting. However, LRE encourages 

you to submit a proxy before the LRE special meeting even if you plan to attend the LRE special meeting in order to 

ensure that your LRE common units are voted. A proxy is a legal designation of another person to vote your LRE 

common units on your behalf. If you hold common units in your own name, you may submit a proxy for your 

common units by: 



 Å calling the toll-free number specified on the enclosed proxy card and following the instructions when 

prompted; 

 Å accessing the Internet website specified on the enclosed proxy card and following the instructions provided 

to you; or 

 Å filling out, signing and dating the enclosed proxy card and mailing it in the prepaid envelope included with 

these proxy materials.  

When a unitholder submits a proxy by telephone or through the Internet, his or her proxy is recorded 

immediately. LRE encourages its unitholders to submit their proxies using these methods whenever possible. If you 

submit a proxy by telephone or the Internet website, please do not return your proxy card by mail.  

All LRE common units represented by each properly executed and valid proxy received before the LRE special 

meeting will be voted in accordance with the instructions given on the proxy. If an LRE unitholder executes a proxy 

card without giving instructions, the LRE common units represented by that proxy card will be voted as the board of 

directors of LRE GP recommends, which is: 

 Å Proposal 1:  ñFORò the approval of the merger agreement and the transactions contemplated thereby; 

 Å Proposal 2:  ñFORò the approval, on an advisory, non-binding basis, of the merger-related compensation 

payments that may become payable to certain of LREôs named executive officers in connection with the 

merger; and 

 Å Proposal 3:  ñFORò the approval of the adjournment of the LRE special meeting if necessary to solicit 

additional proxies if there are not sufficient votes to approve the merger agreement at the time of the special 

meeting.  

Your vote is important. Accordingly, please submit your proxy by telephone, through the Internet or by mail, 

regardless of whether you plan to attend the meeting in person. Proxies must be received by 11:59 p.m., Eastern 

Time, on September 9, 2015.  

Voting of Common Units Held in Street Name  

If your LRE common units are held in an account at a broker or through another nominee, you must instruct the 

broker or other nominee on how to vote your LRE common units by following the instructions  
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that the broker or other nominee provides to you with these proxy materials. Most brokers offer the ability for 

unitholders to submit voting instructions by mail by completing a voting instruction card, by telephone and via the 

Internet.  

If you do not provide voting instructions to your broker, your LRE common units will not be voted on any 

proposal on which your broker does not have discretionary authority to vote. This is referred to in this proxy 

statement/prospectus and in general as a broker non-vote. Because the only proposals for consideration at the LRE 

special meeting are non-discretionary proposals, it is not expected that there will be any broker non-votes at the LRE 

special meeting. If there are any broker non-votes, they will be counted as LRE common units that are present and 

entitled to be voted for purposes of determining the presence of a quorum, but the broker or other nominee will not 

be able to vote your LRE common units on those matters for which specific authorization is required. Under the 

current rules of the NYSE, brokers do not have discretionary authority to vote on any of the proposals. Therefore, a 

broker non-vote (if any) will have the same effect as a vote cast ñAGAINSTò (i) approval of the merger agreement 

and the transactions contemplated thereby, (ii) approval of the merger-related compensation proposal and (iii) 

approval of the adjournment proposal.  



If you hold common units through a broker or other nominee and wish to vote your LRE common units in 

person at the LRE special meeting, you must obtain a proxy from your broker or other nominee and present it to the 

inspector of election with your ballot when you vote at the LRE special meeting.  

Revocability of Proxies; Changing Your Vote  

You may revoke your proxy and/or change your vote at any time before your proxy is voted at the LRE special 

meeting. If you are a unitholder of record, you can do this by: 

 Å sending a written notice, no later than the Telephone/Internet deadline, to LRE at Heritage Plaza, 1111 

Bagby Street, Suite 4600, Houston, Texas 77002, Attn: Secretary, that bears a date later than the date of the 

proxy and is received prior to the LRE special meeting and states that you revoke your proxy; 

 Å submitting a valid, later-dated proxy by mail, telephone or Internet that is received prior to the LRE special 

meeting; or 

 Å attending the LRE special meeting and voting by ballot in person (your attendance at the LRE special 

meeting will not, by itself, revoke any proxy that you have previously given).  

If you hold your LRE common units through a broker or other nominee, you must follow the directions you 

receive from your broker or other nominee in order to revoke your proxy or change your voting instructions.  

Solicitation of Proxies  

This proxy statement/prospectus is furnished in connection with the solicitation of proxies by the board of 

directors of LRE GP to be voted at the LRE special meeting. Under the merger agreement, Vanguard and LRE 

agreed to each pay one-half of the expenses incurred in connection with the filing, printing and mailing of this proxy 

statement/prospectus. LRE will bear all other costs and expenses in connection with the solicitation of proxies. LRE 

has engaged Morrow & Co., LLC (ñMorrowò) to assist in the solicitation of proxies for the meeting and LRE 

estimates it will pay Morrow a fee of approximately $7,500 for these services. LRE has also agreed to reimburse 

Morrow for reasonable out-of-pocket expenses and disbursements incurred in connection with the proxy solicitation 

and to indemnify Morrow against certain losses, costs and expenses. In addition, LRE may reimburse brokerage 

firms and other persons representing beneficial owners of LRE common units for their reasonable expenses in 

forwarding solicitation materials to such beneficial owners. Proxies may also be solicited by certain of LRE GPôs 

directors, officers and employees by telephone, electronic mail, letter, facsimile or in person, but no additional 

compensation will be paid to them.  

LRE unitholders should not send unit certificates with their proxies. A letter of transmittal and instructions 

for the surrender of LRE common unit certificates will be mailed to LRE unitholders shortly after the completion of 

the merger.  
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No Other Business  

Under the LRE partnership agreement and the rules of conduct expected to be adopted for the LRE special 

meeting by LRE GP, the business to be conducted at the LRE special meeting will be limited to the purposes stated 

in the notice to LRE unitholders provided with this proxy statement/prospectus.  

Adjournments  

Adjournments may be made for the purpose of, among other things, soliciting additional proxies. To approve an 

adjournment if a quorum is present, holders of a majority of the outstanding LRE common units, voting together as a 

single class, must vote in favor of the proposal if the chairman of the meeting solicits a vote of the limited partners 

for adjournment of the meeting. If a quorum is not present, the affirmative vote of the holders of a majority of the 

outstanding LRE common units entitled to be voted at such meeting represented either in person or by proxy, voting 



together as a single class, is required to adjourn. LRE is not required to notify unitholders of any adjournment of 45 

days or less if the time and place of the adjourned meeting are announced at the meeting at which the adjournment is 

taken, unless after the adjournment a new record date is fixed for the adjourned meeting. At any adjourned meeting, 

LRE may transact any business that it might have transacted at the original meeting, provided that a quorum is 

present at such adjourned meeting. Proxies submitted by LRE unitholders for use at the LRE special meeting will be 

used at any adjournment or postponement of the meeting. References to the LRE special meeting in this proxy 

statement/prospectus are to such special meeting as adjourned or postponed.  

LRE Unitholder Proposals  

Ownership of LRE common units does not entitle LRE common unitholders to make proposals at the LRE 

special meeting. The LRE partnership agreement gives LRE GP the right to make rules regarding the conduct of 

such meetings and only permits the limited partners of LRE to have the right to vote on matters they are entitled to 

vote on under the LRE partnership agreement or with respect to matters that LRE GP determines to submit to a vote 

of the limited partners of LRE. As a result, LRE GP may adopt a rule for such meetings that only LRE GP may 

make proposals at such meetings, and it is expected that LRE GP will adopt such a rule of conduct for the LRE 

special meeting.  

Assistance  

If you need assistance in completing your proxy card or have questions regarding the LRE special meeting, 

please contact call Morrow, LREôs proxy solicitor, toll-free at (855) 264-1296 (banks and brokers can call collect at 

(203) 658-9400).  
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PROPOSAL 1: THE MERGER  

This section of the proxy statement/prospectus describes the material aspects of the proposed merger. This 

section may not contain all of the information that is important to you. You should carefully read this entire proxy 

statement/prospectus and the documents incorporated herein by reference, including the full text of the merger 

agreement (which is attached as Annex A), for a more complete understanding of the merger. In addition, important 

business and financial information about each of Vanguard, LRE and Eagle Rock is contained in or incorporated 

into this proxy statement/prospectus by reference. See ñWhere You Can Find More Information.ò  

Effect of the Merger  

Subject to the terms and conditions of the merger agreement and in accordance with Delaware law, the merger 

agreement provides for the merger of Merger Sub with and into LRE, with LRE continuing as the surviving entity, 

and, at the same time, the acquisition by Vanguard of LRE GP, resulting in both LRE and LRE GP becoming wholly 

owned subsidiaries of Vanguard. LRE will cease to be a publicly traded limited partnership following completion of 

the merger. After the completion of the merger, the certificate of limited partnership of LRE in effect immediately 

prior to the effective time will be the certificate of limited partnership of the surviving entity, until amended in 

accordance with its terms and applicable law.  

Each LRE common unit issued and outstanding or deemed issued and outstanding as of immediately prior to the 

effective time will be converted into the right to receive 0.550 Vanguard common units. Any LRE common units 

that are owned by LRE or Vanguard or any of their respective subsidiaries at the effective time will be cancelled 

without any conversion or payment of consideration in respect thereof.  

Vanguardôs common units had a value of $16.23 per unit, based on the closing price of Vanguard common units 

as of April 20, 2015. Because the exchange ratio was fixed at the time the merger agreement was executed and 

because the market value of Vanguard common units and LRE common units will fluctuate prior to the 

consummation of the merger, LRE unitholders cannot be sure of the value of the merger consideration they will 

receive relative to the value of LRE common units that they are exchanging. For example, decreases in the market 

value of Vanguard common units will negatively affect the value of the merger consideration that they receive, and 



increases in the market value of LRE common units may mean that the merger consideration that they receive will 

be less than anticipated on the date Vanguard and LRE entered into the merger agreement. See ñRisk Factors ð

 Risk Factors Relating to the Merger.ò Because the exchange ratio is fixed and because the market price of 

Vanguard common units will fluctuate prior to the consummation of the merger, LRE unitholders cannot be sure of 

the market value of the Vanguard common units they receive as merger consideration relative to the value of LRE 

common units they exchange.  

Vanguard will not issue any fractional units in the merger. Instead, each holder of LRE common units to whom 

fractional units would have otherwise been issued will be entitled to receive from the exchange agent appointed by 

Vanguard pursuant to the merger agreement, subject to applicable withholding, a cash payment in lieu of such 

fractional interest based on the average trading prices of the Vanguard common units over the ten-day period prior 

to the closing date of the merger.  

Under the merger agreement, each LRE restricted unit that is outstanding and unvested immediately prior to the 

effective time will, automatically and without any action on the part of the holder of such LRE restricted unit, vest in 

full and the restrictions with respect thereto will lapse and such LRE restricted unit shall be deemed to be LRE 

common units for purposes of the merger.  

See the section entitled ñThe Merger Agreementò for further information.  

Background of the Merger  

The Vanguard Merger  

LRE management and the board of directors of LRE GP regularly review operational and strategic opportunities 

to enhance unitholder value. From time to time, other master limited partnerships (ñMLPsò) operating in the 

upstream oil and gas industry have approached LRE regarding strategic opportunities.  

In early May 2013, Scott W. Smith, President and Chief Executive Officer of Vanguard, approached Eric 

Mullins, Chairman of the board of directors of LRE GP and Co-Chief Executive Officer of LRE, on an  
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unsolicited basis regarding a potential strategic combination of LRE with Vanguard. At such time, LRE was not 

actively seeking to engage in a strategic combination. On May 10, 2013, Mr. Smith and Mr. Mullins met to discuss 

the potential benefits of a merger transaction between LRE and Vanguard. Mr. Mullins advised LRE management 

and Jonathan Farber and Townes Pressler, Jr., both members of the board of directors of LRE GP, that LRE should 

enter into a confidentiality agreement with Vanguard so that LRE could provide Vanguard with the necessary 

information and other data to obtain a written proposal from Vanguard.  

On May 24, 2013, LRE and Vanguard executed a confidentiality agreement in anticipation of a possible merger 

proposal. Over the course of the next five weeks, LRE and Vanguard exchanged business information with one 

another regarding their respective operations.  

On July 2, 2013, members of Vanguard management made a presentation to LRE management outlining a 

proposed acquisition pursuant to which Vanguard would acquire all of LREôs outstanding common units in 

exchange for Vanguard common units at a fixed exchange ratio of 0.58x. The offer implied a 5% premium to the 

closing price of LREôs common units on the New York Stock Exchange on July 1, 2013. After analyzing the 

proposal, LRE management concluded that the proposed exchange ratio and implied valuation did not adequately 

take into account LREôs future growth potential. Based on an analysis of the merits of the proposed transaction, the 

board of directors of LRE GP and LRE management decided that this proposed acquisition by Vanguard was not in 

the best interests of LREôs unitholders at that time.  

LRE management and the board of directors of LRE GP continued to review strategic opportunities to enhance 

unitholder value during the remainder of 2013 and 2014. In November 2014, oil and natural gas prices began to 

decline significantly, which materially impaired LREôs ability to access the capital markets. As a result of the 

depressed commodity prices, challenging capital markets and future liquidity concerns, LRE management believed 



it was in the best interests of LRE to consider engaging a firm to assist LRE in identifying potential strategic 

alternatives. LRE managementôs objectives in engaging in the strategic alternatives process were to identify 

potential business combinations or acquisitions that would create unitholder value and increase LREôs scale of 

operations, expand LREôs liquidity position and access to capital markets, and put LRE in the best position to 

benefit if and when commodity prices increased. LRE management contacted Tudor, Pickering, Holt & Co. 

Advisors, LLC, or TPH, in late December 2014 to discuss the potential engagement of TPH.  

On January 6, 2015, LRE management met with representatives of TPH to discuss LREôs engagement of TPH to 

help identify and facilitate potential strategic alternatives, including potential asset acquisitions, joint venture 

transactions and strategic merger transactions between LRE and other public or private companies. TPH had 

previously acted as financial advisor to the LRE GP conflicts committee on transactions during 2012 and 2013 and 

was familiar with both LRE and the upstream oil and gas industry. During the initial phase of this strategic 

alternatives process, or Phase 1, which began in early 2015, LRE management directed TPH to focus its efforts on 

identifying potential strategic transactions with upstream companies other than public MLPs. LRE managementôs 

initial focus on upstream companies other than public MLPs was based on the belief that a transaction with an 

upstream company other than a public MLP would likely require more time to consummate than a transaction with a 

public upstream MLP. LRE management planned to consider the results of Phase 1 efforts prior to seeking a 

strategic transaction with a public upstream MLP, or Phase 2. On January 12, 2015, LRE and TPH agreed on a 

preliminary list of companies to contact in Phase 1. LRE management and TPH formulated the list largely based on 

the profiles of the oil and gas assets of these companies, which they believed to be well-suited for an MLP structure 

and thus complementary to LREôs existing assets. Throughout the process, LRE management periodically updated 

the board of directors of LRE GP and individual board members on the status and material developments of the 

process.  

TPH began contacting companies on behalf of LRE in the middle of January 2015 and continued contacting 

companies over the next two months. A private exploration and production company, which we refer to as Company 

A, was contacted during this period. At the direction of LRE management, TPH did not begin Phase 2 until March 

2015, as described below. Throughout Phase 1 and Phase 2, TPH contacted a total of 52 companies, ten of which 

were upstream MLPs including Vanguard. Of the 52 companies contacted, 31 companies expressed initial interest in 

pursuing a transaction with LRE. Accordingly, LRE provided these 31 companies with a summary overview of 

LREôs business and operations, prepared using only LREôs publicly  
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available information. Following delivery of the summary overview, 21 companies requested confidentiality 

agreements, and ultimately LRE executed confidentiality agreements with 13 companies. At the request of LRE 

management, TPH evaluated several of these potential bidders. All of the parties that signed confidentiality 

agreements were granted access to a virtual data room, or VDR, created by LRE and TPH to provide relevant non-

public data necessary for their evaluation of LRE.  

As a result of this strategic alternatives process, from late January 2015 through the middle of April 2015, LRE 

management engaged in extensive discussions with Company A. Company A had proved developed reserves that 

LRE management believed would complement LREôs existing asset base. LRE management and representatives 

from Company A, with the assistance of their respective financial advisors, conducted due diligence investigations 

of Company Aôs and LREôs assets and operations, respectively. LRE and Company A engaged in negotiations 

regarding a contemplated transaction pursuant to which LRE would acquire assets from Company A in exchange for 

LRE common units, an interest in LRE GP and LREôs assumption of Company Aôs outstanding debt. Both LRE and 

Company A made several non-binding proposals with respect to various forms of this proposed transaction.  

Following the February 28, 2015 bid date for the companies contacted during Phase 1, on March 3, 2015, LRE 

management met with the board of directors of LRE GP during a regularly scheduled board meeting. LRE 



management provided the board of directors of LRE GP with an update on various strategic options and efforts, the 

status of negotiations regarding a potential transaction with Company A and the possibility of pursuing a merger of 

LRE with an upstream MLP. After considering the feedback from companies contacted during Phase 1, and having 

discussed the impact of current and projected commodity prices, expiring commodity hedges, liquidity and future 

debt repayment obligations on LREôs business and prospects, the board of directors of LRE GP decided to expand 

the strategic alternatives process to Phase 2 and include a potential merger with an upstream MLP. Additionally, in 

connection with this decision, the board of directors of LRE GP took into consideration, among other things, (i) an 

increasing risk that LREôs borrowing base under its revolving credit facility would be redetermined to a much lower 

level based on the current commodity price environment, which would then require a repayment (possibly with a 

term loan with much higher interest rates and fees) and/or a reduction or elimination of LREôs distributions to its 

unitholders, which could have materially adversely affected the trading price of the LRE common units, (ii) an 

increasing risk that LRE would need to further reduce or eliminate its quarterly cash distributions as a result of 

difficulties in the business caused by the prevailing commodity price environment and (iii) the potential for 

improved liquidity of the combined entity following a merger with an upstream MLP in comparison to LRE as a 

standalone entity.  

On March 4, 2015, LRE management and TPH took part in a call in which LRE management instructed TPH to 

canvas interest among upstream MLPs for a potential merger transaction. TPH contacted ten upstream MLPs and 

discussed LREôs strategic alternatives process with them, informing them of an April 1, 2015 bid date. Five 

upstream MLPs that signed confidentiality agreements were given access to LREôs VDR for the purpose of 

evaluating a potential merger transaction with LRE. In response, LRE management received a written merger 

proposal only from Vanguard.  

TPH began contacting upstream MLPs on March 5, 2015, and continued its initial contacts through the week of 

March 9, 2015. On March 5, 2015, representatives of TPH called Mr. Smith at Vanguard and informed him that 

TPH had been authorized to run a strategic alternatives process for LRE, including seeking a potential merger with 

another upstream MLP. On March 6, 2015, representatives of TPH called Mark S. Carnes, Director ð Acquisitions 

of Vanguard, to discuss the timing on data sharing and an expected bid date. Later that day, LRE and Vanguard 

signed a confidentiality agreement, and Vanguard was granted access to LREôs VDR.  

During the month of March 2015, LRE and Vanguard representatives exchanged data necessary for their 

detailed evaluation of their respective businesses. TPH and LRE collaborated to answer questions and respond to 

information requests from Vanguard management. On March 26, 2015, LRE management held a conference call 

with representatives from Vanguard to discuss and clarify certain information in the VDR.  

On April 1, 2015, TPH received a written non-binding indication of interest from Vanguard to acquire LRE in a 

tax-free, unit-for-unit equity exchange with a proposed 0.535x exchange ratio. The non-binding  
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proposal stated, among other things, that Vanguard needed to complete its due diligence review and obtain approval 

from its board of directors prior to signing a definitive merger agreement. As of March 31, 2015, the implied equity 

value of Vanguardôs proposal was $210 million, which constituted a 17% premium to the closing price of LREôs 

common units on the New York Stock Exchange as of March 31, 2015.  

On April 2, 2015, members of Vanguard management and representatives of TPH participated in a call with Mr. 

Smith and Mr. Carnes. During the call, representatives of TPH sought to clarify certain items mentioned in 

Vanguardôs non-binding proposal letter and to indicate that Vanguard was involved in a competitive process and 

would have to increase the value of the consideration in its proposal.  

On April 6, 2015, LRE engaged Andrews Kurth LLP, or Andrews Kurth, as its special counsel for legal matters 

related to the strategic alternatives process.  






























































































































































































































































































































































































































































































































































































































