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Europa Oil & Gas (EOG LN)  

HOTTING UP 

Europa Oil & Gas has formally opened a data room covering its Equatorial Guinean (EG) 
acreage as it seeks a farm-in partner to cover the costs of exploration drilling. Since entering 
the licence by its purchase of a 42.9% stake in Antler Global Ltd which holds the acreage, 
new geotechnical work has enlarged and de-risked the primary prospects, plus has 
uncovered a number of prospective follow-on exploration opportunities. In total the work 
has added over 50% to the estimated recoverable resource, now standing at >2Tcf. With 
this in mind Europa is confident of its chances of securing a partner for the licence, and has 
already had expressions of interest from companies, as well as cold calls, keen for access to 
the data room. Meanwhile, third-party activity is hotting up in-country, with the likes of 
Chevron, GEPetrol and trader Trafigura said to be investing billions of dollars into EG. As 
such, we believe that talks are likely to intensify over the coming months, with a deal 
possibly announced early into 2025. The assets onshore UK continue to provide good levels 
of cash flow, and planning permission has just been granted for Wressle’s next stage of 
development. This includes a new well into the gassier Penistone Flags horizon, which is 
expected to more than double output from the field. We consider the value of Wressle 
alone to more than underpin the current enterprise value, and any progress with EG, 
Cloughton or Ireland should see the share price re-rate. With lots of action expected over 
the next few quarters, we expect interest in the stock to increase substantially. Accordingly, 
we re-iterate our BUY recommendation with an updated target price of 5p/shr. 

Figure 1: Block EG-08 prospectivity 

 

Source: Europa Oil & Gas 

MARKET DATA 

Bloomberg ticker EOG LN 
Share price p/shr 0.90 
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Equatorial Guinea 

Europa recently completed additional technical analysis following its entry into Equatorial 
Guinea and the acquisition of the full geological dataset (including 3D seismic) covering block 
EG-08. This analysis not only saw two of the three named prospects upgraded in resource size 
and chance of success, but also identified a number of smaller follow-on prospects and leads 
which would be targeted during later stages of the block’s development.  

The primary target, Barracuda, has been upgraded from a 60-70% chance of success to 70%, 
with the Pmean resource estimate tweaked 2.5% upwards to 798 bcfe (gross). Cardinal and 
Arrowhead’s chances of success have also been resolved to the top end of the range (both 
also at 70%), with Arrowhead’s volumetrics increased by 23%, but Cardinal’s reduced by a 
similar amount. The Net result is a derisking of all three named prospects, and an overall 1% 
increase in recoverable resources. 

Figure 2: Resource table 

 

Source: Europa Oil & Gas 

The seismic analysis has also uncovered a number of prospects and leads in the northern half 
of the block (see Figure 1, above). These are slightly higher risk, although it should be noted 
that at a 40-50% chance of success is considerably lower risk than the global average for 
exploration (typically below 30%). The newly identified structures are also smaller, with the 
four lower risk prospects aggregating 344 bcfe and the two leads a combined 375 bcfe. All in, 
this new geotechnical work has resulted in a >50% increase in recoverable resources on the 
licence, to over 2Tcf gross recoverable. This additional scale and running room will work in 
Europa’s favour as it formally launches its partnering process.  

Coinciding with Europa’s opening of the data room, third party activity in Equatorial Guinea 
seems to be hotting up. In June, Chevron, alongside the National Oil Company GEPetrol, 
signed two new production sharing contracts for offshore blocks EG-06 and EG-11. These 
permits are situated on the opposite side of Bioko Island to EG-08 (close to the Nigerian 
border). The work programme associated with the licences has not been published, however 
press reports suggest a US$2bn commitment. This news was followed shortly after with 
reports that oil trader Trafigura had offered the Equatorial Guinea state a US$2bn financing 
facility, to help “relaunch oil activities in the country”. Meanwhile, to the south Trident Energy 
has recently kicked off a three well infill drilling campaign on Block G, following which the 
drillship will move to Block S to drill the 180 mmbbls Akeng deep exploration well for Kosmos.  

This enhanced activity will undoubtedly help with levels of interest in Europa’s data room. 
The process is held behind closed doors, but we understand that a number of companies are 
currently actively in the room. Farm-in processes are notoriously hard to predict, however 
typically it takes a few months to complete technical and commercial due diligence. We 
therefore don’t expect concrete news before the end of the year. 
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Wressle 

The Wressle partners were recently granted planning approval for the next stage of 
development, which includes two development wells and a gas monetisation solution for the 
gassy Penistone Flags reservoir horizon. This leaves just Environmental Agency approval as 
the final permit required to commence work, which is anticipated to follow in the coming 
months.  

Having added a jet pump to enhance production levels in late 2023, this phase of development 
will see the site extended by a small amount (36%), with two new development wells drilled 
back-to-back from mid next year. There will be space for a third well to be drilled in the future 
as a water injector. New production facilities, including separator systems and gas processing 
equipment, will be installed, as well as a 600m underground gas pipeline linking the field to 
the national grid. These operations are expected to add around 800 boepd (gross), or c.250 
boepd net to EOG. 

Meanwhile, the field continues to produce ahead of expectations, with average production 
during Q1 around 375 bopd (gross, c.112 bopd net to EOG). 

Cloughton 

Alongside the applications at Wressle, Europa has also lodged an application to drill an 
appraisal well on the Cloughton gas field in North Yorkshire. This well will target the relatively 
large structure, which was discovered by a well in 1986 that tested 28,000 scf/d under natural 
flow. Though this was clearly deemed uncommercial at the time, Europa believes that now, 
with correct completion and production optimisation techniques (including a proppant 
squeeze), rates of up to 6 mmscf/d are possible. Volumetric estimates puts total gas in place 
at 192 bcf (Pmean), which would overtake Salfleetby (114 bcf GIIP) as the country’s largest 
onshore gas field. 

Europa has identified a suitable site for an appraisal well designed to test the reservoir 
response to modern drilling and completion techniques. This will be included in a planning 
application to the local council, which is expected to be lodged by the end of November. These 
plans may attract a degree of local opposition, however given that this is conventional gas 
field which once developed would have a low profile Europa is confident that approval will be 
forthcoming. Furthermore, with low carbon-intensity domestic gas likely to be fundamental 
to the country meeting its green targets, improved messaging from the industry and state 
could help swing public opinion, and potentially government policy.  

Valuation – Total NAV 19.5p/shr 

We consider the current share price of Europa (0.95p/shr) to be more than underpinned by 
the risked NPV10 of its stake in Wressle alone of 1.0p/shr (adjusting for cash and other 
corporate items). On top of this, we value Cloughton at 1.3p/shr, including a conservative 25% 
chance of success, and the three named Equatorial Guinean prospects at 11.2p/shr (at 35% 
CoS). The newly identified prospects and leads are worth 1.9p/shr, with Inishkea West at 
4.2p/shr. These riskings account for both geological risks, as well as expected levels of dilution 
in farming down to finance exploration and appraisal activities. Should a partner (and finance) 
be secured on any one of these assets, we would expect a material derisking, and upgrade to 
our risked NAV. Our target price is set at 5p/shr, which is roughly the risked value of Wressle, 
plus just 25% of the exploration upside.  
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Figure 3: Valuation summary table 
NET ASSET VALUE            

Asset    Gross  Net  Unrisked  Risked 
   mmboe Interest mmboe US$/boe US$m p/shr CoS US$m p/shr 
Wressle (AG&WF)   0.46 30% 0.14 15.0 2 0.2 100% 2 0.2 
Wressle (PF)   1.88 30% 0.57 15.0 8 0.7 75% 6 0.5 
Add: net cash       3.5 0.3  4 0.3 
Add: corporate items       0.3 0.0  0 0.0 
Core NAV     0.1  14.4 1.2  12 1.0 
Cloughton   10.77 40% 4.31 15.0 65 5.2 25% 16 1.3 
Barracuda   133 28%* 37 6.1 227 18.3 35% 80 6.4 
Cardinal   46 28%* 13 6.1 78 6.3 35% 27 2.2 
Arrowhead   54 28%* 15 6.1 92 7.4 35% 32 2.6 
EG Others   120 28%* 33 6.1 205 16.5 11% 23 1.9 
Inishkea (Ireland)   259 100% 259.0 2.00 518 41.7 10% 52 4.2 
Total NAV     361.8  1,200 96.5  243 19.5 

  
Valuation assumptions:  
Brent price: US$77.5/bbl 2025, US$70.3/bbl 2026, US$65/bbl flat thereafter.  
Discount rate 10%.  
1.26 US dollar / sterling.  
959.2m ordinary shares outstanding. 30.56m options and warrants outstanding with exercise prices 1.23p-6.2p/shr. 
*Europa has a 42.9% stake in Antler, which would have a 65% stake in EG-08, assuming GEPetrol exercises its option to acquire an 
additional 15% paying interest. 
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DISCLAIMER 

RECOMMENDATIONS HISTORY 

Market index:  AIM ALL SHARE ENERGY 
Date Market 

Index 
level 

Share 
Price 

(p) 

Target 
Price 

(p) 

Opinion 

09 Jun 2022 1462.2 2.5 7.8 BUY 
24 Nov 2022 1005.1 1.125 2.3 BUY 
21 Dec 2023 676.45 1.0 4.97 BUY 
23 Sept 2024 523.64 0.9 5.0 BUY 

  

 

RATINGS, CERTIFICATION AND DISCLOSURE 

RATINGS SYSTEM    

BUY: The stock is expected to generate absolute positive price performance of over 10% during the next 12 months. 

HOLD: The stock is expected to generate absolute price performance of between negative 10% and positive 10% during the next 12 
months. 

SELL: The stock is expected to generate absolute negative price performance of over 10% during the next 12 months. 
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INVESTMENT ANALYST CERTIFICATION 

All research is issued under the regulatory oversight of Tennyson Securities, a trading name of Shard Capital Partners LLP (“Shard 
Capital”). 

Each Investment Analyst of Tennyson Securities whose name appears as the Author of this Investment Research hereby certifies 
that the recommendations and opinions expressed in the Investment Research accurately reflect the Investment Analyst's personal, 
independent and objective views about any and all of the Designated Investments or relevant issuers discussed herein that are within 
such Investment Analyst's coverage universe. 

INVESTMENT RESEARCH DISCLOSURES 1,3,10,11,12 

The following disclosures relate to this document:   

1. This is a commissioned or a non-independent research note/comment. 

2. In the past 12 months Tennyson Securities or its affiliates have had corporate finance mandates or managed or co-managed 
a public offering of the relevant Issuer's securities or received compensation for corporate finance services from the 
relevant Issuer, excluding acting as a corporate broker, on a retained basis, for the relevant issuer. 

3. Tennyson Securities expect to receive or intend to seek compensation for corporate finance services from this company in 
the next 6 months, excluding acting as a corporate broker, on a retained basis, for the relevant issuer. 

4. The Investment Analyst or a member of the Investment Analyst's household has a long position in the shares or derivatives 
of the relevant issuer. 

5. The Investment Analyst or a member of the Investment Analyst's household has a short position in the shares or derivatives 
of the relevant issuer. 

6. At the date of production Tennyson Securities or its affiliates have a net long position exceeding 0.5% of the issued share 
capital of the relevant issuer. 

7. At the date of production Tennyson Securities or its affiliates have a net short position exceeding 0.5% of the issued share 
capital of the relevant issuer. 

8. As of the month end immediately preceding the date of publication of this report, or the prior month end if publication is 
within 10 days following a month end, Tennyson Securities and/or its affiliates beneficially owned 5% or more of any class 
of common equity securities of the relevant issuer. 

9. A senior executive or director of Tennyson Securities, or a member of his / her household, is an officer, director, advisor, or 
board member of the relevant issuer and/or one of its subsidiaries. 

10. Tennyson Securities acts as corporate broker, on a retained basis, for the relevant issuer. 

11. This research note has been seen by the relevant issuer to review factual content only prior to publication.  

12. Factual changes have been made by the relevant issuer prior to the distribution of this note/comment. 

The Investment Analysts who are responsible for the preparation of this Investment Research are employed by Tennyson Securities, 
a trading name of Shard Capital Partners LLP (“Shard Capital”), a securities broker-dealer. The Investment Analysts who are 
responsible for the preparation of this Investment Research have received (or will receive) compensation linked to the general profits 
of Tennyson Securities. A copy of Shard Capital’s Conflicts of Interest Policy can be obtained from the Compliance Department by 
emailing compliance@shardcapital.com 

For the valuation methodology and investment risks, please contact the primary analyst directly.   
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IMPORTANT INFORMATION 

ISSUED BY TENNYSON SECURITIES, A TRADING NAME OF SHARD CAPITAL PARTNERS LLP, WHICH IS AUTHORISED AND 
REGULATED BY THE FINANCIAL CONDUCT AUTHORITY (FRN: 538762). A MEMBER OF THE LONDON STOCK EXCHANGE  

© Tennyson Securities. All rights reserved. Any unauthorised use or distribution is strictly prohibited. This document has been 
prepared and issued by Tennyson Securities or its associated companies and has been approved for publication in the United 
Kingdom by Tennyson Securities, a trading name of Shard Capital, which is authorised and regulated by the Financial Conduct 
Authority (FRN: 538762). Neither the information nor the opinions expressed in this document constitute or intend to be an offer, 
or a solicitation of an offer, to buy or sell relevant securities (i.e. securities mentioned herein and options, warrants, or rights to or 
interests in any such securities). The information and opinions contained in this document have been compiled from and based upon 
generally available information which Tennyson Securities believes to be reliable but the accuracy or completeness of which cannot 
be guaranteed. All comments and estimates given are statements of Tennyson Securities or an associated company’s opinion only 
and no express or implied representation or warranty is given or to be implied therefrom. All opinions expressed herein are subject 
to change without notice. This document does not take into account the specific investment objectives, financial status, attitude to 
risk or any other specific matters relevant to any person who receives this document and should therefore not be used in substitution 
for the exercise of judgment by such person. Tennyson Securities nor any associated company accepts any liability whatsoever for 
any direct or consequential loss arising from the use of its research publications save where such loss arises as a direct result of 
Tennyson Securities or an associated company’s negligence. The value of the securities and the income from them may fluctuate. It 
should be remembered that past performance is not a guarantee of future performance. Investments may go down in value as well as up 
and you may not get back the full amount invested. Research publications are issued by Tennyson Securities or an associated company 
for private circulation to eligible counterparties, professional clients and professional advisers, (“its clients”), and specifically not to 
private or retail clients. Moreover, this document is not directed at persons in any jurisdictions in which Shard Capital is prohibited or 
restricted by any legislation or regulation in those jurisdictions from making it available. Persons into whose possession this document 
comes should inform themselves about, and observe, any such restrictions. They may not be reproduced, distributed or published by 
you for any purpose except with Tennyson Securities’ express written permission. Tennyson Securities, an associated company, or 
their employees and officers may have a holding (long or short) in an investment which it knows will be the subject of a published 
research. 

Recommendation to clients. It may also have a consulting relationship with a company being reported on. Tennyson Securities or an 
associated company may also act as agent of its clients and may have or have undertaken transactions in investments covered by 
this document prior to your receipt of it. Additional information on the contents of this report is available on request. Tennyson 
Securities and its affiliates may collect and use personal data that they receive by any means. Tennyson Securities will only use such 
data in accordance with the Data Protection Policy, a copy of which can be found at www.shardcapital.com 

IN THE UNITED STATES 

Tennyson Securities, a trading name of Shard Capital, is not a registered broker-dealer in the United States and, therefore, is not 
subject to U.S. rules regarding the preparation of research reports and the independence of research analysts.  This report is provided 
for distribution to major U.S. institutional investors ONLY in reliance on the exemption from registration provided by Rule 15a-6 of 
the US Securities Exchange Act of 1934, as amended (the “Exchange Act”) and interpretations thereof by the U.S. Securities and 
Exchange Commission (“SEC”). 

MAJOR U.S. INSTITUTIONAL INVESTORS 

The Information being furnished is for distribution to “Major U.S. Institutional Investors” within the meaning of Rule 15a-6 of the 
U.S. Securities and Exchange Commission under the U.S. Securities Exchange Act of 1934. 

By accepting this document, the recipient agrees to the foregoing disclaimer and to be bound by its limitations and restrictions.  

 

 

 


