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LEKOIL - CAPITAL NETWORK: FLASH
REPORT
Lekoil is an AIM-listed indigenous Nigerian oil producer with
assets in the onshore and oﬀshore Niger Delta as well as a noncore position in Namibia. Production from its Otakikpo marginal
ﬁeld has now started at a rate of 5,000bbl/d and management is
guiding for an exit rate of 10,000bopd for this year. The share
price has risen +70% in the past 12 months in anticipation of
this achievement. However, the company seems conﬁdent to be
able to pursue the appraisal of the Ogo discovery during 2017,
which we believe could be taken positively by the market. We
note that reserves and resources upgrades for Otakikpo are also
possible when a new CPR is issued later this year. We value
Lekoil at 36p per share on a risked basis.
The current portfolio is focussed on western and southwestern
Africa. Management’s strategy is to have a balanced portfolio
where producing/appraisal assets and exploration assets in
known/unknown basins are broadly equally represented in order
to balance the risk of exploration with the relatively safe
funding option provided by production cash ﬂows. The current
portfolio is weighted towards exploration; management believes
that this situation will redress itself when production increases
in the near/medium term (Figure 1).
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STRATEGY
Lekoil’s key assets are its interest in the Otakikpo marginal ﬁeld
in the eastern Niger Delta and in the OPL 310 licence in oﬀshore
Nigeria. We consider that OPL 325 and the Namibian asset as
non-core and of marginal value at this stage.
The Otakikpo marginal ﬁeld is situated in the eastern part of the
Niger Delta in OML 11 close to the shoreline. Lekoil has a 40%
working interest an 88% economic interest in the ﬁeld, whilst
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partner Green Energy has the remaining interest.
According to Lekoil, Otakikpo has aggregate gross 2P reserves
and 2C resources of 56.6MMbbl, equivalent of 20.4Mmbbl net to
Lekoil. Management reckon that additional potential resides
onshore with an estimated gross STOIIP of 163MMbbl, as well as
oﬀshore. Lekoil has identiﬁed a number of prospects such as
Otakikpo South as well as four prospects to the east of the
current ﬁeld with attractive potential (Figure 2).

The start of commercial production was announced on 20 February 2017, later than originally planned due to
logistical diﬃculties linked to the swamp location and teething problems encountered at the start of the
operations. However, the ﬁeld has lived up to its potential and ﬂow tests results have been better than
expected by the initial CPR evaluation. Production started at 5,000bbl/d and management expects it to ramp up
to 10,000bopd by the end of this year. Management also intends to issue a revised CPR to provide updated
estimates of reserves and resources before year-end.
The economics of the ﬁeld are robust with a breakeven below $25/bbl according to management estimates.
Further investment to ramp-up production beyond 10,000bbl/d is under consideration and a decision should be
taken later this year. The better than initially anticipated ﬂow rates achieved in existing wells seem to indicate
that expansion capex could be lower than previously thought.

OPL 310 AND OPL 325
The other key asset in Lekoil’s portfolio is its 40% working interest and 70% economic interest in OPL 310
which contains the Ogo discovery, the largest oil discovery in sub-Saharan Africa in 2013. Lekoil is partnered
with Optimum in OPL 310. Management estimates gross prospective resources of 774MMboe or 542MMboe net
with a hydrocarbon phase mix that c.50% of gas and 50% of oil, to be conﬁrmed and pending further
conﬁrmation by an independent competent person’s report (CPR).
Lekoil also recently farmed-in OPL 325, acquiring an indirect controlling interest in a licence located c.100km
south of OPL 31, oﬀshore Nigeria. The initial consideration of $16.08m and a further $24.12m
payable in instalments of $12.06m each is contingent upon OML conversion after discovery and start of
production. Other licence partners are NPDC with 20% and a Local Content Vehicle with 10%. Management
believes that, whilst OPL 310 is located in a more proximal position with respect to the paleo-shelf of the
Dahomey Basin where structural traps dominate hydrocarbon plays, OPL 325 is in a more distal position where
sand deposition could have happened as large turbidites, hence where Jubilee-type plays could be present.
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Management relies on an extensive in-house study of the Dahomey basin to inform its exploration strategy in
the region (Figure 3).

VALUATION
Management intends to pursue non-dilutive ﬁnancing options in order to fund the appraisal of the Ogo
discovery and is conﬁdent to ﬁnalise a commercial agreement by the end of this year. However, the company
has no immediate plans for OPL 325, which remains more of an asset play at this stage.
We value Lekoil at 36p per share on a risked basis. We estimate a Core value of 24p based on the producing
asset adjusted for ﬁnancial items and corporate costs (Figure 4).

LEGAL NOTICE – IMPORTANT – PLEASE READ:

Proactive Research is a trading name of Proactive Investors Limited which is regulated and authorised by the
Financial Conduct Authority (FCA) under ﬁrm registration number 559082. This document is published by
Proactive Research and its contents have not been approved as a ﬁnancial promotion by Proactive Investors
Limited or any other FCA authorised person. This communication is made on the basis of the 'journalist
exemption' provide for in Article 20 of The Financial Services and Markets Act 2000 (Financial Promotion) Order
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2005 and having regard to the FCA Rules, and in particular PERG 8.12.
This communication has been commissioned and paid for by Lekoil Ltd and prepared and issued by Proactive
Research for publication. All information used in the preparation of this communication has been compiled from
publicly available sources that we believe to be reliable, however, we cannot, and do not, guarantee the
accuracy or completeness of this communication.
The information and opinions expressed in this communication were produced by Proactive Research as at the
date of writing and are subject to change without notice. This communication is intended for information
purposes only and does not constitute an oﬀer, recommendation, solicitation, inducement or an invitation by,
or on behalf of, Proactive Research to make any investments whatsoever. Opinions of and commentary by the
authors reﬂect their current views, but not necessarily of other aﬃliates of Proactive Research or any other
third party. Services and/or products mentioned in this communication may not be suitable for all recipients
and may not be available in all countries.
This communication has been prepared without taking account of the objectives, ﬁnancial situation or needs of
any particular investor. Before entering into any transaction, investors should consider the suitability of the
transaction to their individual circumstance and objectives. Any investment or other decision should only be
made by an investor after a thorough reading of the relevant product term sheet, subscription agreement,
information memorandum, prospectus or other oﬀering document relating to the issue of securities or other
ﬁnancial instruments.
Nothing in this communication constitutes investment, legal accounting or tax advice, or a representation that
any investment or strategy is suitable or appropriate for individual circumstances or otherwise constitutes a
personal recommendation for any speciﬁc investor. Proactive Research recommends that investors
independently assess with an appropriately qualiﬁed professional adviser, the speciﬁc ﬁnancial risks as well as
legal, regulatory, credit, tax and accounting consequences.
Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator
of future performance. The investor may not get back the amount invested or may be required to pay more.
Although the information and date in this communication are obtained from sources believed to be reliable, no
representation is made that such information is accurate or complete. Proactive Research, its aﬃliates and
subsidiaries do not accept liability for loss arising from the use of this communication. This communication is
not directed to any person in any jurisdiction where, by reason of that person's nationality, residence or
otherwise, such communications are prohibited.
This communication may contain information obtained from third parties, including ratings from rating agencies
such as Standard & Poor's, Moody's, Fitch and other similar rating agencies. Reproduction and distribution of
third-party content in any form is prohibited except with the prior written consent of the related third-party.
Credit ratings are statements of opinion and are not statements of fact or recommendations to purchase, hold
or sell securities. Such credit ratings do not address the market value of securities or the suitability of securities
for investment purposes, and should not be relied upon as investment advice.
Persons dealing with Proactive Research or members of the Proactive Investors Limited group outside the UK
are not covered by the rules and regulations made for the protection of investors in the UK.
Notwithstanding the foregoing, where this communication constitutes a ﬁnancial promotion issued in the UK
that is not exempt under the Financial Services and Markets Act 2000 or the Orders made thereunder or the
rules of the FCA, it is issued or approved for distribution in the UK by Proactive Investors Limited.
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