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Way down deep IPO RESEARCH 
  

Anglo African Oil & Gas (AAOG) has negotiated the right to acquire assets 

located in the Republic of Congo (RoC). The company is seeking to list on 

AIM and raise £9m in order to complete the acquisition and redevelop the 

near offshore Tilapia field which should significantly increase production in 

the near term. The company also aims to conduct exploration and appraisal 

of proven deeper reservoir targets to raise production to in excess of 

5,000bbl/d in the medium term. 

4 Infrastructure in place. The acquisition of Petro Kouilou would result in AAOG 

gaining extensive onshore surface infrastructure comprising: 5,000bbl storage 

tank, separator, in-field pipelines and other associated facilities. These facilities 

would cost US$15-20m if they were constructed today. Consequently the 

company will not need to spend any other capex than that associated with the 

proposed work programme. The new wells can simply be connected and new 

production can brought onstream almost immediately. 

4 Low-cost workover programme. AAOG intends to workover two wells on 

Tilapia field at a cost of US$300,000 which would increase production from 

38bbl/d to 250bbl/d. On the assumption of a successful IPO this work would be 

conducted during 2017. Even though offshore, the target areas are near the 

shoreline and so can be accessed through low cost deviated wells from the 

onshore facility. 

4 Low-cost appraisal and exploration. The company also intends in 2017 to drill 

at least one new well at a cost of US$3.5m to appraise the Mengo formation (in 

which hydrocarbons have been found) and explore the deeper Djeno formation. 

The Djeno reservoir is particularly exciting as it has been proven to be prolific 

from neighbouring producers for both reserves and production. Flow rates of 

5,000bbl/d per well are common from this reservoir which has been the location 

of the majority of drilling and development activity in the area in recent years. 

Assuming the drilling is successful, it will be followed by a second new well in 

late 2017. 

4 Favourable economics. The RoC benefits from attractive fiscal terms and a 

flexible, revenue sensitive cost base and as a result AAOG can achieve cashflow 

breakeven at 185bbl/d assuming an oil price of US$40/bbl. Operational 

breakeven is at less than US$5/bbl should the company reach forecast 

production of 5,300bbl/d. 

4 Valuation. We have valued AAOGôs portfolio on a discounted cash flow basis 

using three production scenarios, with a conservative approach to the timing of 

field development. This approach yields a post-money valuation of £34m based 

on current projections on the assumption that £9m (US$11m) is raised. 

4 Why invest in AAOG? AAOG is an existing producer, and will benefit 

immediately by acquiring significant and underutilised infrastructure at Tilapia 

which was built at a cost of US$15m. The company does not need to spend any 

capex other than that associated with the workover programme and new drilling 

in the short term. The low cost workover programme is able to increase 

production to 250bbl/d quickly and the appraisal and exploration drilling has the 

potential of increasing production to 5,000bbl/d+ should it prove successful. If 

the company achieves all of its operational objectives it has the ability to return 

cash to shareholders via dividends which is very unusual for an AIM listed oil 

company. 
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Investment case 

4 Anglo African Oil & Gas (AAOG) has the right to acquire an established operator 

in the Republic of Congo (RoC), Petro Kouilou, which has all the necessary 

licenses and permits in place to conduct oil production development and 

exploration. 

4 Low-cost entry into a proven producing asset. The company estimates that its 

break-even cost of production is US$6.50/bbl at 5,300bbl/d. At an oil price of 

US$30/bbl, the company remains profitable at 500bbl/d of production. AAOG has 

a supportive partner in SNPC and the fiscal terms are attractive. 

4 Land based production and infrastructure facilities are in place. These were built 

to API standards by Kvaerner and are regularly maintained and fully amortised. 

Most importantly, they are underutilised and therefore AAOG will require limited 

additional capex once production reaches its target rate. The oil will be 

transported to the local refinery by truck. 

4 Low-cost workover programme, which will significantly increase production from 

38bb/d to 250bbl/d in the short term. 

4 Low-cost appraisal and exploration drilling programme, which has the ability to 

generate a step change in production during 2017. Adjacent blocks have seen 

wells flowing in excess of 5,000bbl/d from the same reservoir that AAOG is 

targeting. 

4 By using directional drilling, AAOG can drill offshore targets 1.8km away cost-

effectively and at much reduced rates compared with offshore drilling. Given the 

downturn in the sector, the company can take advantage of lower service 

company rates in order to maximise the use of its cash in a weak market. 

4 Gas is currently flared in the Congo. AAOG will seek to identify ways to 

commercialise its gas using wellhead-to-wire technology. 

4 If the initial target of reaching 5,300bbl/d is achieved then significant cash flow 

will be generated to fund future work programmes with surplus cash intended to 

be returned to shareholders as a dividend. 

4 The oil price environment is improving. The oil price doubled in 2016 and 

following the recent OPEC agreement to cut production, we can expect to see 

the oil price improve further in 2017. We forecast oil prices to average US$60/bbl 

and US$70/bbl in 2017 and 2018 respectively. 

 

  



 

 

The acquisition 

4 AAOG is proposing to buy Petro Kouilou (PK) ï an oil and gas operator that has 

been active in the Congo since 2012. 

4 The purchase comprises: US$2.5m in cash plus 20% of the fully diluted enlarged 

capital. 

4 PK owns 56% of the Tilapia licence with the National Oil Company SNPC owning 

the remainder. All of the necessary licences and permits are in place for the 

current production and for the proposed workover and appraisal and exploration 

activity. 

4 SNPC has already agreed upon the budget for the proposed work programme 

and granted the authorisation for expenditure (AFE) with PK and for its share of 

capex. 

4 The Tilapia field already has surface infrastructure installed with an underutilised 

capacity of more than 4,000bbl/d. 

4 Post-acquisition, the company will undertake workover activities on existing wells 

in order to increase base-level production. It will then go on to drill one new multi 

reservoir well, development/appraisal/exploration targeting known and identified 

reservoirs. Following this first well a second well is planned and is expected to 

be funded from cash flow. The aim of these two wells is to increase the reserve 

base as well as increase production to in excess of 5,000bbl/d, as has been seen 

in wells in adjacent acreage. 

  



 

 

Valuation 

We have valued AAOG on a discounted cash flow (DCF) on a five year basis using 

three scenarios: 

 

Valuation scenarios (net to AAOG) 

Scenario Description Plateau production (bbl/d) Value 
($m) 

Value 
(£m) 

CoS Risked value 
(£m) 

Workover only Only the workover programme is 
successful 

185 19 16 100% 16 

Mengo 
productive 

Workover and Mengo appraisal 
successful 

750 81 69 50% 34 

Djeno 
productive 

All drilling successful 10,000                                        892 760 25% 190 

 

Source: Company reports, finnCap estimates. £/$ = 1.20 

 

We have used our standard 10% discount rate for each scenario and assumed a 

Brent oil price of US$60/bbl in 2017 and a flat price of US$70/bbl thereafter. We 

feel that given the volatility in the oil price since the downturn a conservative oil 

price limits the downside in our valuation. 

 

Capex and opex assumptions 

Given that the production infrastructure is already in place, capex is limited to future 

drilling requirement on the reservoirs. Each scenario assumes that drilling will 

occur every two years in order to maintain plateau production. We assume that 

future capex is paid for from operating cash flow. 

 

The CPR assumes fixed opex of US$62,650 per annum with variable opex of 

US$4.12/bbl in all of the scenarios. The key component of the variable opex is the 

cost of trucking to the local refinery. 

 

Favourable forward P/E 

Given the potential ramp up in production and beneficial fiscal terms and positive 

outlook for the oil price, the forward outlook on P/E looks undemanding and very 

attractive. 

 

Forward P/E 

December YE 2017 2018 2019 

P/E 12.3 3.4 1.9 
 

Source: Company reports, finnCap estimates 

 



 

 

Dividend policy 

The company has stated that once production reaches 5,000bbl/d and that oil 

prices are higher than US$30/bbl, it will distribute dividends of at least 75% of net 

profits after allowing for necessary capex and subject to the availability of 

distributable reserves.  

 

Distributable free cash flow (US$m) 

 2017 2018 2019 2020 2021 2022 2023 2024 2025 

Djeno (75% FCF) 3.3 8.8 19.7 27.5 28.1 35.5 37.5 35.5 37.5 

Dividend yield 8% 22% 48% 67% 69% 87% 92% 87% 92% 
 

Source: Company reports, finnCap estimates. Oil price US$60/bbl in 2017 and flat US$70/bbl thereafter 

 

The table illustrates the distributable cash flow post all deductions at the field level 

for our high case scenario assuming exploration success at Djeno. If as we assume 

that Djeno is as productive as has been shown in neighbouring fields then the level 

of free cash flow generation could yield significant dividend potential. 

 

We have performed a sensitivity analysis on the dividend yield at various oil prices. 

Even if the oil price falls to US$50/bbl in 2018 the dividend yield remains attractive. 

For this analysis we have assumed that the valuation remains constant at £34m 

for purposes of comparison. 

 

Dividend yield – oil price sensitivity 

 2017 2018 2019 2020 2021 2022 2023 2024 2025 

Dividend yield (US$50/bbl) 8% 14% 33% 45% 47% 58% 63% 58% 63% 

Dividend yield (US$70/bbl) 8% 22% 48% 67% 69% 87% 92% 87% 92% 

Dividend yield (US$100/bbl) 8% 32% 69% 99% 99% 127% 132% 127% 132% 
 

Source: Company reports, finnCap estimates 

 

  



 

 

Placing details 

AAOG plans to be admitted to AIM and to also raise £9m (US$11m, gross) via an 

equity placing. The placing benefits from having VCT and EIS assurances from 

HMRC. 

 

Use of proceeds 

The placing proceeds are being used to fund the acquisition of 100% of PK and 

therefore gain a 56% working interest in the Tilapia licence in the RoC. Post-

funding, the company will conduct a two-well workover programme to increase 

production in the short term from the shallower reservoirs of the Tilapia field. The 

funding will also be used to prove up reserves and production in two deeper 

reservoirs ï Mengo and Djeno ï and also provide working capital. 

 

Use of proceeds 

Use Value (US$m) 

PK acquisition cost and expenses  2.5 

Workover programme  0.3 

Appraisal & exploration wells 5.0 

Working capital 1.2 

Admission costs 1.9 

Total 10.9 
 

Source: Company reports, finnCap estimates 

 

 

  



 

 

Risks 

We have identified three key areas of potential risk that investors need to be aware 

of. 

 

Geological 

Throughout the process of exploring and ultimately developing an oil and gas 

project, the asset must be derisked. Ultimately, there is always a geological risk 

that exploration might fail or a reservoir may not perform as expected once brought 

onstream.  

 

Commercial 

While production levels are the key commercial consideration, the oil price is still a 

significant factor, which has been depressed and volatile over the last two years. 

Whilst the current outlook is relatively optimistic, there is no guarantee that the 

outlook can be predicted with any certainty. 

 

AAOGôs partner will be SNPC the National Oil Company. SNPC has also agreed 

to fund the work programme and given that infrastructure is already in place we do 

not expect there to be any delays to production ramp up once the programme is 

complete. 

 

Geopolitical 

The Congo has been a stable country for in excess of 40 years with the 

development of the oil and gas sector being one of the key drivers for this stability. 

However, we note that fiscal terms do evolve and that this could be a key risk to 

future operations should this happen. The new petroleum Code of August 2015 

saw a reduction of royalty payments from 15% to 12%, to attract future investors 

and E&P companies. 

  



 

 

Republic of The Congo – a snapshot 

In 2015, domestic production in the Congo was c.277,000bbl/d, down from a peak 

of c.314,000bbl/d in 2010. The country is estimated to have c.1.6bn bbl of proven 

oil reserves and 3.2tcf of gas. Most of the gas produced is re-injected due to the 

lack of infrastructure with c.20% flared. The majority of oil production is exported, 

again mainly due to the small local market but to also support the countryôs wider 

economy. 

 

Given the importance of the oil industry to the Congolese economy, the 

government has been very supportive with good fiscal terms and low levels of 

interference historically. We understand that the government has been proactive 

in terms of its discussions and planning for the work programme and licence 

extension with AAOG. 

 

Sector driven by majors 

Unsurprisingly, and given that the Congo was a French colony, Total is one of the 

key participants in the oil and gas sector. Since 1968, Total has drilled 50% of the 

exploration wells, which have discovered 65% of the reserves and brought 16 fields 

onstream. The company is active throughout the supply chain, including a 63% 

interest in the only oil-export terminal.  

 

Eni is another key player, again active in the country since 1968, and produced 

c.103,000boe/d in 2015. Eni is more upstream-focussed than Total with 

exploration, appraisal and production assets. 

 

The country also benefits from a well established, highly experienced and qualified 

local service and support industry. 

 

  



 

 

Asset review 

AAOG plans to acquire a 56% stake in the Tilapia licence for a cash consideration 

of US$2.5m plus 20% of the shares in the enlarged group. Post-acquisition, AAOG 

will conduct a workover programme on the existing well and then drill two new wells 

in order to test the deeper potential in the licence. The licence has three reservoirs 

of interest: Tilapia, Mengo and Djeno. 

 

AAOGôs strategy is to workover the existing wells in the Tilapia field at a cost of 

US$300,000 in order to increase production up to 250bbl/d and to then drill two 

new wells at a cost of US$6m in the Mengo and Djeno sands in order to prove up 

reserves and confirm production potential, which has been prolific in other parts of 

the Congo. On the assumption that funds are raised, this activity will occur during 

2017. 

 

 

Location map 

 

Source: PK 

 

The Tilapia field benefits from having extensive surface infrastructure, which is 

under utilised and would only require limited capex, such as an additional 5,000/bbl 

storage tank estimated at US$300,000 in order to meet AAOGôs forecast 

production requirements. 

 

 



 

 

Tilapia installed infrastructure 

 

Source: Company data 

 

Tilapia field – in production 

The field is a faulted structural trap and has seen six wells and two sidetracks 

drilled to date. As of September 2016, cumulative production is estimated to be 

0.35mmbbl with no water. The associated gas is currently flared and the gas-oil 

ratio has increased and is currently 2,800scf/bbl. 

 

Tilapia is producing at a rate of 38bbl/d of light sweet crude (API of 39-41o) from 

the R1 and R2 reservoirs. Production started in 2007 at a rate of 942bbl/d before 

going into decline due to the bottom-hole pressure increasing. The steady decline 

in production can be interpreted in several ways: secondary gas cap expansion, 

communication with neighbouring fault block or aquifer influx. 

 

Reserves in production & justified for development 

Oil & liquids (MMstb) Gross   Net   

 1P 2P 3P 1P 2P 3P 

Tilapia 0.000 0.199 0.277 0.000 0.095 0.132 
 

Source: LR 

 

However, AAOG is of the view that the field could continue to produce at 

reasonable commercial rates (above 150bopd) for a number of years by applying 

enhanced oil recovery techniques such as: gas re-injection, horizontal drains and 

velocity string. 



 

 

Tilapia field data 

 

Source: PK 

 

Reservoir cross-section  

 

Source; Petro Kouilou 

 



 

 

Work programme 

Post-acquisition, AAOG intends to conduct two workovers to increase production 

from the Pointe Indienne Formation, R2 sandstone and add new production from 

the R1 sandstone. 

 

¶ The first workover comprises: re-perforation and acidising of the R1 and 

R2 reservoirs accessed by the TLP-102 well. The former did not flow on 

the previous test and the latter has not yet been tested.  

o Additional production added target: 105bbl/d 

¶ The second workover comprises: the installation of an already purchased 

Progressive Cavity Pump (PCP) over the R2 reservoir in the TLP-101ST 

well.  

o Additional production added target: 80bbl/d 

¶ Drilling new 2,800m multi reservoir well 

 

As stated in the CPR, in the P50 scenario, these workovers could increase 

production by 185bbl/d. In the P10 case, production could reach 250bbl/d.  

 

R1 and R2 STOIIP 

Compartment Reservoir P90 P50 P10 

TLP-101ST R2 0.85 2.12 5.01 

TLP - 102 R1 1.31 2.97 6.53 

TLP - 102 R2 5.31 8.00 11.40 

Total  7.47 13.09 22.94 
 

Source: LR 

 

AAOG, in parallel, will drill two new deviated wells from onshore to the offshore 

targets: one to appraise the Mengo discovery and one to evaluate the deeper 

Djeno exploration prospect. The first well will be funded by the placing; the second 

will be funded from future cash flow. 

  



 

 

Mengo reservoir – undeveloped discovery 

This reservoir was discovered by the TLP-101V in 2006 and encountered a 38m 

gross column with oil shows and movable hydrocarbons in the Lower Cretaceous 

Mengo sands. The flow rate was very low at 11bbl/d on an open-hole basis with no 

stimulation. Commercial flow rates will therefore require fraccing (one off) or 

horizontal wells. We note that at the point of drilling, the technology for a suitable 

single frac did not exist. 

 

In order to further test the potential of this interval, a vertical well will be drilled 

through the Mengo layer before going on to test the deeper Djeno prospect. In 

terms of the current CPR, the contingent resource estimate is: 

 

Contingent resources 

 Gross   Net*    

 Low Best High Low Best High  Risk  

Mengo 1.9 8.1 23.8 0.9 3.9 11.3 60% 
 

Source: LR. *AAOG WI = 56% net of 15% royalty 

 

2D seismic over four-way dip closure on R1 & R2 reservoirs 

 

Source: LR 



 

 

The 2D seismic shows the presence of a single four-way dip closure trap located 

below the Tilapia Pointe Indienne R1/R2 reservoirs. The CPR highlights that higher 

resolution seismic may show that the Mengo reservoir is faulted and 

compartmentalised. However, this assumption would need to be confirmed either 

by acquiring new seismic or by drilling.  

 

The data collected during drilling suggests poor reservoir quality in the 38m column 

with an average permeability of 0.5md and a porosity range of 8 to 12%. Again, 

the data show a net to gross ratio of 55-60% with an average porosity of 10% with 

no confirmation of the oil water contact depth. 

 

Field analogues 

There are three onshore analogous fields located 30ï40km to the southeast of 

Tilapia called Mengo, Kundji and Bindi (MKB). The MKB fields have seen at least 

17 wells drilled to date and the fields were operated by Elf in 1980 to 1992, during 

which time cumulative production reached 1.5mmbbl ï less than 1% of the oil in 

place estimate. 

 

MKB fields 

 

Source: Panoro Energy 

 

The reservoirs at MKB appear to be thicker than those encountered by the TLP-

101V well and the seismic over MKD shows variations in thickness, reflective of 

the syn-rift depositional nature of the sandstones. The MKB seismic shows that the 

fields are large faulted four-way dip closures, which are consistent with what has 

been observed at Tilapia.  

 

Redevelopment work on the Kundji field started in 2009 by SNPC with Panoro 

Energy as technical partner and 20% shareholder with two new development wells 



 

 

drilled and brought onstream in 2011. The KUN-1 well drilled by Elf produced 

516,000bbl, making it the largest producing well in the licence. As part of the new 

development programme, KUN-4bis was drilled 80m away in 2009 and was 

completed using modern techniques. This well showed that the area had not been 

drained by the KUN-1 well and confirmed the original pressure exhibited by the 

well and therefore showed good mobility and recharge qualities in the reservoir. 

The KUN-4bis well produced at 600bbl/d ï more than double the rate of the KUN-

1 well. 

 

Subsequently, the KUN-4 and KUN-5 development wells were drilled in 2011 and 

brought onstream at rates of 250bbl/d and 350bbl/d respectively. By November 

2011, the wells had declined and were producing at 180bbl/d and 50bbl/d 

respectively.  

 

Following the drilling of four more wells (KUN- 201, 202, 203 and 204), Gaffney 

Cline more than doubled the oil in place estimates for the Kundi field. The P50 

estimate increased from 223mmbbl to 480mmbbl. 

 

SNPC is currently looking at development options to restart MKB production at a 

rate of 5,000bbl/d. Surface infrastructure has already been installed at a cost of 

US$42m with drilling operations ongoing. 

 

Next steps 

AAOG plans to drill an appraisal well on the Mengo discovery in order to clarify the 

geology, prove up the resource base and confirm production potential. The CPR 

assigns a 60% chance of commercial development associated with these 

operations. 
  



 

 

Djeno reservoir – potential future upside 

This Lower Cretaceous reservoir exploration prospect is expected below the 

Mengo discovery made by the TLP-101V well. The Djeno will be tested as part of 

the appraisal drilling of the Mengo well. The current CPR has assigned the 

following prospective resources: 

 

Prospective resources 

 Gross   Net*    

 Low Best High Low Best High  Risk  

Djeno (MMstb) 6.0 15.9 42.3 2.9 7.6 20.1 25% 

Djeno (bcf) 97.8 247.0 625.0 46.6 117.6 297.5 25% 
 

Source: LR, *AAOG WI = 56% net of 15% royalty 

 

Djeno HIIP 

Compartment Reservoir Low Best High 

Djeno oil rim (MMstb) Djeno 20.3 53.2 140.0 

Djeno gas column (bcf) Djeno 142.0 356.0 893.0 
 

Source: LR 

 

The prospect based on the 2D seismic is thought to be a four-way dip closed 

structural trap. The first Djeno discoveries made in the 1970s were gas and 

condensate fields. However, more recent drilling and production success has 

shown the presence of oil rims, as has been found at multiple wells in the Nene 

and Litchendjili field areas adjacent to the Tilapia licence. 

 

The CPR predicts that the Djeno sands in the Tilapia structure will be gas-bearing 

with an oil rim. The majority of wells drilled near the licence have yielded wet gas 

with a producible oil rim, as evidenced in the Nene-Lidongo trend. The key difficulty 

with an oil rim development is management of production from the gas cap, which 

will be difficult to do even with horizontal wells. 

 
  



 

 

Adjacent exploration and production success 

One of the key reasons why AAOG is excited about the prospectivity within the 

Tilapia licence is the exploration and production success in the surrounding 

acreage in the Djeno sands by multiple companies. 

 

Surrounding acreage  

 

Source: Eni 
 

  



 

 

Eni 

4 The Litchendjili field is estimated to have 1bn boe of resource in place. This 

field is expected to produce at a rate of 140,000boe/d net to Eni (WI: 20%) with 

the gas being fed into the CEC power station. 

4 The Masala Marine field is currently producing at a rate of 5,000bbl/d from the 

Djeno sands and is estimated to have 1bn boe of reserves. 

4 The Kitanan and Djambala fields are producing at a rate of 50,000bbl/d. 

4 The recently discovered Nene field is estimated to have 1.2bn boe in place and 

is located 25km away from AAOG's acreage and is expected to have plateau 

production of 140,000bbl/d. 

 

SOCO International 

4 The Lidongo discovery was made in 2014 and flowed at 5,174bbl/d and 

3.65mmcfd (post-fraccing) in the Marine XI licence, 20km away from Tilapia. A 

20-year production licence has recently been approved with the company 

examining potential commercialisation options. 

 

Oryx Petroleum 

4 Haute Mer A is a deep-water licence and is estimated to have c.200mmboe of 

gross best unrisked resources across three prospects and three leads in multiple 

horizons. 

4 Haute Mer B is a deep-water licence, which is estimated to have c.160mmboe 

of gross best unrisked resources in Cretaceous carbonate and Tertiary 

reservoirs.  

 

New Age Oil and Gas 

4 The company has 65% and 50% working interests in the Marine XII and Marine 

III licences. The former holds the Litchendjili, Nene and Minsala discoveries 

with Marine III an early stage exploration licence. We note that the Tilapia licence 

was originally part of the Marine III licence. 

 

Djeno chance of success 

The Djeno reservoir will be tested following the appraisal drilling on the Mengo 

reservoir. The chance of success for the well is estimated to be 25% by LR in the 

CPR. The key uncertainty is associated with the oil rim.  

 

Chance of success calculation 

Risk factor Probability 

Trap geometry 70% 

Reservoir 80% 

Seal  90% 

Charge 50% 

CoS 25% 
 

Source: LR 

  



 

 

Appendix I – Fiscal terms 

The original PSA was signed in December 2005 and was extended for five years 

in January 2015 with an expiry of July 2020. The company will apply for a  

extension upon completion of the listing and fund raise. This extension is expected 

to be granted upon agreeing a forward work programme with SNPC. There is to 

date, no occurrence of any extension being refused by the ministry based on 

tangible and rewarding work program. 

 

Fiscal terms 

Cumulative oil 
(mmbbl) 

Cost Oil 
(%) 

Profit oil 
(%) 

Contractor profit 
oil (%) 

Government profit 
oil (%) 

0-1 70 30 70 30 

1-5 60 40 60 40 

5-25 55 45 55 45 

>25 50 50 50 50 
 

Source: PK, SNPC 

 

Appendix II - Offtake agreement 

4 Offtake agreement signed in April 2007 with CORAF ï SNPCôs refining 

subsidiary 

4 No minimum or maximum production 

4 PK trucks to refinery gate 

4 Price set quarterly by committee of all producers price tracks Brent with no 

discount 

4 Adjustments made retrospectively 

4 Including average monthly production 

4 Pricing based on NKOSSA blend 41.2 API 

4 CORAF settles on 20th of each month in arrears 

4 Payment in euros 

4 Oil mainly used for local refining and local markets 

4 Agreement under Congolese law, with arbitration in Paris 

  



 

 

Appendix III - Management incentives 

Management share options (15%) granted at Initial Completion at placing price, 

which vest in three tranches: 

4 1/3 on production of 1,000bbl/d  

4 1/3 on production of 2,500bbl/d  

4 1/3 on production of 5,000bbl/d (in each case measured over a consecutive 

30-day period) 

 

Subject to achieving the minimum production targets set out above, vesting is one-

third on date of grant, one-third on first anniversary of grant and one-third of second 

anniversary of grant. 

 

The executives have agreed to defer 75% of their accrued but unpaid consultancy 

fees of £120,000 each against achieving increases in production. 

4 25% of consultancy fee to be paid on admission to AIM 

4 Remaining 75% deferred and paid in three tranches contingent on the company 

achieving sustained increases in aggregate production to 500, 625 and 750bbl/d 

respectively. 

4 Executives have also agreed that they will defer half of their remuneration if the 

oil price is less than US$35/bbl and/or if the company is otherwise cash-flow 

constrained. 

 

Management incentives impact 

 Enlarged 
share capital 

Following vesting and exercise of the 
Management Incentive Scheme and investor 

warrants 

New investors 68.79% 61.7% 

Existing 
shareholders 

2.66% 2.0% 

Sister Holding 26.76% 20.0% 

Throgmorton 1.14% 0.9% 

Brian Moritz 0.63% 0.5% 

Directors 0.00% 15.0% 
 

Source: AAOG 

 

 

  



 

 

Appendix IV - Management 

David Graeme Fenneck Sefton – Executive Chairman 

David has extensive experience of making, managing and exiting investments and 

has significant public and private board experience. He is a specialist in the oil & 

gas industry across Europe, Russia, the Middle East and North America. He has 

worked with many of the worldôs leading international and national oil companies 

and is a private equity manager and executive. David completed undergraduate 

and postgraduate studies at the University of Oxford and qualified as a barrister. 

He then worked at Cleary, Gottlieb, Steen & Hamilton before becoming Chief Legal 

Officer for the international acquisition arm of LukOil. 

 

Alexander MacDonald – Chief Executive 

Alex has more than 30 years of City and business experience in corporate finance 

(engineering and oil & gas sectors). He was formerly head of Whitman-Howardôs 

oil & gas team and held a similar position at Libertas Capital Corporate Finance 

LLP, when he was mainly involved in fund raising and M&A activities. He has both 

public and private company experience. Alexôs early career was in upstream 

exploration, mainly in Africa, the Middle East and the North Sea. He gained 

operational experience with Conoco, Chevron, Atlantic Drilling, Otis Wireline and 

Ocean Inchcape. 

 

Oleg-Serguei Schkoda – Operations Director 

Oleg has worked for several oil services companies (during expatriate postings in 

Asia, Europe and America). He spent almost 10 years with Schlumberger, Baker 

Hughes and GE Energy. Oleg started his career in 1996 with the Belgian oil & gas 

E&P company, Petrofina (now part of the TOTAL group), as a reservoir engineer. 

He then worked with the Shell Technology Ventures Fund (STV Group) as an 

executive with two of their companies between 2008 and 2011, based in Houston, 

Texas. In the past five years, Oleg has mainly worked on projects in West Africa, 

with a focus on the Republic of the Congo. He has drilled, fracked, completed and 

operated wells in the Mengo Sands (MKB field), in association with the Société 

Nationale des Pétroles du Congo. Oleg is a civil engineer, and has a degree in 

mining exploitation from the Université Libre de Bruxelles (ULB), a masterôs degree 

in petroleum geology from Ecole Nationale Supérieure de Géologie (ENSG Nancy 

ï France) and another masterôs degree in petroleum engineering from the French 

Petroleum Institute (IFP ï Paris). 

 

James Andrew Cane – Finance Director 

James has been a chief executive and finance director of both listed and private 

equity-backed businesses, including at Ashley House plc ï a quoted developer of 

doctorsô surgeries and health centres. He was a non-executive director of the 

Lambeth Building Society until its sale to the Nationwide in 2006. He was also the 

chief financial officer of 8 Miles LLP, a private equity firm managing a fund to invest 

in buyouts across Africa. James is the chief financial officer of Linton Capital, an 

investment manager in the oil & gas services sector, and finance director of K&C 

REIT plc. He has operated a financial and management consultancy business for 

over thirty years. He has advised a number of national and international private-

equity firms on strategy, fundraising, marketing and business development. 

 

Brian Moritz – Non-Executive Director 

Brian is a former senior partner of Grant Thornton, London. He formed Grant 

Thorntonôs Capital Markets Team, which floated over 100 companies on AIM under 

his chairmanship. In 2004, he retired to concentrate on bringing new companies to 

the market as a director. He focuses on natural resources companies, primarily in 

Africa, and was formerly Chairman of African Platinum PLC and Metal Bulletin PLC 



 

 

as well as currently being chairman of several junior mining companies. Brian is 

chairman of AIM-listed Goldplat plc and Keras Resources plc, where he has 

responsibility for corporate governance issues and compliance with AIM. He is a 

fellow of the Institute of Chartered Accountants in England and Wales. 

 

PJ Davies – Non-Executive Director 

PJ has worked in a wide variety of roles in equity broking and fund management 

over a 30-year career. At Pioneer Investments, he was Head of European Equity 

Research and a Senior Fund Manager running a ú2 billion high-risk European fund. 

At Irish Life Investment Managers, he was senior fund manager responsible for Far 

Eastern investments. Most recently, he was Managing Director at Canaccord 

Genuity, managing the team which rebuilt Quest ï a highly acclaimed software 

programme which analyses and values 9,000 listed companies globally. PJ has a 

degree from Oxford University and an MBA in Finance from Cass Business School. 

He speaks fluent French and German. 

     



 

 

 

Income statement (£) 

December year end 2015 2016 2017 2018 2019 

Revenue - - 4,749,906 15,120,660 26,863,779 

Cost of sales - - (731,010) (1,783,670) (3,538,103) 

Gross Profit/(loss) - - 4,018,896 13,336,990 23,325,675 

      

Admin expenses (120,022) (345,141) (555,000) (570,000) (570,000) 

Profit/(loss) from operations (120,022) (345,141) 3,463,896 12,766,990 22,755,675 

      

Finance costs (394) (131) 31,696 24,541 54,725 

Profit/(loss) before tax (120,416) (345,272) 3,495,592 12,791,531 22,810,400 

Tax - - (699,118) (2,558,306) (4,562,080) 

Profit/(loss) after tax (120,416) (345,272) 2,796,474 10,233,225 18,248,320 

      

Forex 7,233 (2,199) - - - 

Profit/(loss) for the year (113,183) (347,471) 2,796,474 10,233,225 18,248,320 
 

Source: Company reports, finnCap estimates 

 



 

 

Cash flow statement (£) 

December year end 2015 2016 2017 2018 2019 

      

Profit/(loss) for the year (120,416) (345,272) 3,495,592 12,791,531 22,810,400 

Depreciation - 157,888 851,667 2,129,167 4,258,333 

Forex - - - - - 

Finance costs 394 131 (31,696) (24,541) (54,725) 

 (120,022) (187,253) 4,315,563 14,896,157 27,014,009 

      

Changes in:      

Trade & other receivables (2,848) (6,309)    

Prepayments - (71,998)    

Trade and other payables (30,369) 128,206    

Provision - 53,524 - - - 

Forex movement on working capital 9,337 (2,199) - - - 

Cash from operations (143,902) (86,029) 3,646,729 9,791,782 21,835,259 

      

      

Interest paid (394) (131) 31,696 24,541 54,725 

Cash from investing (394) (131) 31,696 24,541 54,725 

      

Proceeds from issue of share capital 140,000 - 9,000,000 - - 

Advances from share holders 6,000 77,996 - - - 

Cash from financing 146,000 77,996 9,000,000 - - 

      

Change in cash 1,704 (8,164) 12,678,425 9,816,323 21,889,984 

      

Cash at year start 7,689 9,395 1,231 12,679,656 22,495,979 

Forex 2 - - - - 

Cash at year end 9,395 1,231 12,679,656 22,495,979 44,385,963 
 

Source: Company reports, finnCap estimates 

 



 

 

Balance sheet (£) 

December year end 2015 2016 2017 2018 2019 

PPE 257,888 100,000 216,667 3,016,667 3,016,667 

Intangibles - - - - - 

Non-current assets 257,888 100,000 216,667 3,016,667 3,016,667 

      

Trade and other receivables 51,896 58,205 237,495 756,033 1,343,189 

Prepayments - 71,998 - - - 

Cash and equivalents 9,395 1,231 12,679,656 22,495,979 44,385,963 

Current assets 61,291 131,434 12,917,152 23,252,012 45,729,152 

      

Total assets 319,179 231,434 13,133,818 26,268,679 48,745,818 

      

Trade and other payables 720,186 286,788 2,083,333 1,000,000 1,000,000 

Provisions 70,000 123,524 123,524 123,524 123,524 

Current liabilities 790,186 410,312 2,206,857 1,123,524 1,123,524 

      

Net assets (471,007) (178,878) 10,926,961 25,145,155 47,622,294 
 

Source: Company reports, finnCap estimates 
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THIS DOCUMENT HAS BEEN PRODUCED BY FINNCAP LIMITED ("FINNCAP"). 

FINNCAP IS ADVISING ANGLO AFRICAN OIL AND GAS LIMITED 

("COMPANY") IN CONNECTION WITH THE PROPOSED ADMISSION OF THE 

COMPANY'S ENTIRE ISSUED SHARE CAPITAL TO THE AIM MARKET OF THE 

LONDON STOCK EXCHANGE.  

 

ALL OF THE RECOMMENDATIONS AND VIEWS ABOUT THE SECURITIES 

AND COMPANIES IN THIS REPORT ACCURATELY REFLECT THE PERSONAL 

VIEWS OF THE RESEARCH ANALYSTS NAMED ON THE COVER OF THIS 

REPORT. NO PART OF THOSE RESEARCH ANALYSTS' COMPENSATION 

WAS, IS, OR WILL BE DIRECTLY OR INDIRECTLY RELATED TO THE 

SPECIFIC RECOMMENDATIONS OR VIEWS EXPRESSED BY THE 

RESEARCH ANALYSTS IN THIS RESEARCH REPORT. 

 

THIS REPORT HAS BEEN PRODUCED INDEPENDENTLY OF THE COMPANY 

AND THE FORECASTS, OPINIONS AND EXPECTATIONS CONTAINED 

HEREIN ARE ENTIRELY THOSE OF THE RESEARCH ANALYSTS. FINNCAP 

AND/OR PERSONS CONNECTED WITH IT MAY HAVE ACTED UPON OR USED 

THE INFORMATION HEREIN CONTAINED, OR THE RESEARCH OR ANALYSIS 

ON WHICH IT IS BASED, BEFORE ITS PUBLICATION. FINNCAP MAY IN THE 

FUTURE PARTICIPATE IN A PLACING OF THE COMPANY'S SECURITIES. 

FINNCAP AND/OR ITS OFFICERS, DIRECTORS AND EMPLOYEES MAY HAVE 

POSITIONS OR MAY HAVE TAKEN POSITIONS OR MAY TAKE POSITIONS IN 

THE FUTURE IN SECURITIES MENTIONED IN THIS DOCUMENT (OR IN ANY 

RELATED INVESTMENT) AND MAY FROM TIME TO TIME DISPOSE OF ANY 

SUCH SECURITIES. 

 
  



 

 

THIS DOCUMENT IS FOR DISTRIBUTION IN OR FROM THE UK ONLY TO 

PERSONS AUTHORISED OR EXEMPTED WITHIN THE MEANING OF THE 

FINANCIAL SERVICES AND MARKETS ACT 2000 OR ANY ORDER MADE 

THEREUNDER OR TO THOSE PERSONS FALLING WITHIN THE FOLLOWING 

ARTICLES OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 

(FINANCIAL PROMOTION) ORDER 2005 ("FINANCIAL PROMOTION ORDER") 

AS AMENDED: INVESTMENT PROFESSIONALS AS DEFINED IN ARTICLE 

19(5), HIGH NET WORTH COMPANIES AS DEFINED IN ARTICLE 49(2) AND 

CERTIFIED SOPHISTICATED INVESTORS AS DEFINED IN ARTICLE 50(1). IN 

ORDER TO QUALIFY AS A CERTIFIED SOPHISTICATED INVESTOR YOU 

MUST HAVE A CURRENT CERTIFICATE SIGNED BY A PERSON 

AUTHORISED BY THE FINANCIAL CONDUCT AUTHORITY TO THE EFFECT 

THAT YOU ARE SUFFICIENTLY KNOWLEDGEABLE TO UNDERSTAND THE 

RISKS ASSOCIATED WITH THIS PARTICULAR TYPE OF INVESTMENT AND 

YOU MUST HAVE SIGNED WITHIN THE LAST 12 MONTHS A STATEMENT IN 

THE TERMS SET OUT IN ARTICLE 50(1)(B) OF THE FINANCIAL PROMOTION 

ORDER. PERSONS WHO DO NOT FALL WITHIN ANY OF THESE DEFINITIONS 

SHOULD NOT RELY ON THIS DOCUMENT NOR TAKE ANY ACTION UPON IT, 

BUT SHOULD RETURN IT IMMEDIATELY TO FINNCAP. 

 

THE DOCUMENT HAS BEEN PRODUCED INDEPENDENTLY OF THE 

COMPANY. THE INFORMATION AND OPINIONS, ESTIMATES AND 

PROJECTIONS IN THIS DOCUMENT ARE ENTIRELY THOSE OF FINNCAP AS 

PART OF ITS INTERNAL RESEARCH ACTIVITY AND NOT AS A MANAGER OR 

UNDERWRITER OF THE ADMISSION NOR AS AN AGENT OF THE COMPANY 

OR ANY OTHER PERSON. FINNCAP HAS NO AUTHORITY WHATSOEVER TO 

MAKE ANY REPRESENTATION OR WARRANTY ON BEHALF OF THE 

COMPANY IN CONNECTION WITH THE PROPOSED ADMISSION OR 

OTHERWISE. 

 

WHILST THE INFORMATION IN THIS DOCUMENT AND THE OPINIONS, 

ESTIMATES AND PROJECTIONS ARE BASED ON SOURCES BELIEVED TO 

BE RELIABLE, FINNCAP HAS NOT INDEPENDENTLY VERIFIED THE 

CONTENTS OF THESE DOCUMENTS. ACCORDINGLY, NO 

REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE AS TO, 

AND NO RELIANCE SHOULD BE PLACED ON, THE FAIRNESS, ACCURACY, 

COMPLETENESS OR CORRECTNESS OF THE INFORMATION, OPINIONS, 

ESTIMATES AND PROJECTIONS CONTAINED IN THIS DOCUMENT, AND 

NEITHER OF FINNCAP NOR THE COMPANY NOR ANY OF THEIR 

RESPECTIVE DIRECTORS, MEMBERS, OFFICERS OR EMPLOYEES 

ACCEPTS ANY LIABILITY WHATSOEVER (IN NEGLIGENCE OR OTHERWISE) 

FOR ANY LOSS HOWSOEVER ARISING FROM ANY USE OF THIS 

DOCUMENT OR ITS CONTENTS OR OTHERWISE ARISING IN CONNECTION 

WITH THIS DOCUMENT (EXCEPT IN RESPECT OF WILFUL DEFAULT). 

 

THIS DOCUMENT DOES NOT CONSTITUTE OR FORM PART OF ANY OFFER 

FOR SALE OR SUBSCRIPTION OF OR SOLICITATION OF ANY OFFER TO BUY 

OR SUBSCRIBE FOR ANY SECURITIES NOR SHALL IT OR ANY PART OF IT 

FORM THE BASIS OF OR BE RELIED ON IN CONNECTION WITH ANY 

CONTRACT OR COMMITMENT WHATSOEVER. THE OFFER SHALL BE MADE 

BY THE ADMISSION DOCUMENT TO BE PUBLISHED BY THE COMPANY IN 

DUE COURSE. ANY APPLICATION FOR SHARES IN THE COMPANY SHOULD 

BE MADE SOLELY ON THE BASIS OF THE INFORMATION TO BE CONTAINED 

IN THE ADMISSION DOCUMENT. 

THIS DOCUMENT IS BEING SUPPLIED TO YOU SOLELY FOR YOUR 

INFORMATION AND MAY NOT BE REPRODUCED, FURTHER DISTRIBUTED 



 

 

TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR ANY 

PURPOSE. 

 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR 

TRANSMITTED INTO THE UNITED STATES OF AMERICA, OR DISTRIBUTED, 

DIRECTLY OR INDIRECTLY, IN THE UNITED STATES OF AMERICA OR TO 

ANY U.S. PERSON AS DEFINED IN REGULATION S UNDER THE SECURITIES 

ACT OF 1933. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY 

CONSTITUTE A VIOLATION OF UNITED STATES SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR 

TRANSMITTED INTO CANADA OR DISTRIBUTED IN CANADA OR TO ANY 

INDIVIDUAL OUTSIDE CANADA WHO IS A RESIDENT OF CANADA, EXCEPT 

IN COMPLIANCE WITH APPLICABLE CANADIAN SECURITIES LAWS. 

 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR 

TRANSMITTED INTO OR DISTRIBUTED IN JAPAN OR TO ANY RESIDENT 

THEREOF FOR THE PURPOSE OF SOLICITATION OR SUBSCRIPTION OR 

OFFER FOR SALE OF ANY SECURITIES OR IN THE CONTEXT WHERE THE 

DISTRIBUTION HEREOF MAY BE CONSTRUED AS SUCH SOLICITATION OR 

OFFER. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY 

CONSTITUTE A VIOLATION OF JAPANESE SECURITIES LAWS.   
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Fax 020 7220 0597 

Email info@finncap.com 
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