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 Admission to AIM 

Investment case 

Eco (Atlantic) Oil & Gas (“Eco” or “Eco Atlantic” or the “Company”) is a junior 

exploration company with a unique portfolio of highly prospective acreage in 

two of the industry’s most promising emerging offshore basins. This potential 

is validated by farm-outs with AziNam and Tullow Oil and demonstrated in 

Guyana by the giant Liza discovery made by Exxon on adjacent acreage. 

Ongoing third party drilling activity provides material news flow potential, 

ahead of Eco’s own drilling, which we believe could commence in 2018.  

Capital raise and AIM listing 

Canadian listed Eco Atlantic is proposing to raise £2-3m of equity capital in 

conjunction with an admission to trading on AIM. Based on the current C$0.23 share 

price this equates to a post money market capitalisation of £15m. Along with existing 

cash resources and partner carries, these funds will enable Eco to progress 

exploration activities across its portfolio, mature a prospect inventory and potentially 

acquire additional prospective acreage. 

Guyana 

Eco’s most exciting asset is a 40% working interest in the Orinduik block, located in 

the Guyana-Suriname basin. Sharing the same depositional system, the block is 

situated updip and just a few kilometres away from the c.1.4 billion boe Liza 

discovery made by Exxon. Encouragingly, oil is proven to have migrated updip and 

promising leads have been identified within a channel system. Tullow Oil is operator 

of the Orinduik block and will carry Eco through the acquisition of 1,000km2 of 3D 

seismic in 2017. Exxon is also planning an exploration programme throughout the 

year providing read-across to Eco. 

Namibia 

Eco holds material working interests in four offshore licence areas in Namibia and 

is partnered by AziNam and Tullow Oil. During the next year the focus of activity will 

be on well permitting on the Cooper Block, additional seismic interpretation and 

maturing a prospect inventory. This could path the way for a drilling programme to 

commence in 2018, with Eco benefiting from a contingent well carry on one licence. 
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 Executive Summary 

Investment case 

Eco (Atlantic) Oil & Gas is a junior exploration company with a number of highly prospective 

licences in Guyana and Namibia. While these are frontier areas, the acreage has significant 

resource potential estimated at more than 5 billion bbls, with further upside possible as ongoing 

technical work, supported by AziNam and Tullow Oil, identifies new leads and prospects. 

Importantly, the fiscal terms in both countries are attractive, offering high contractor returns and 

low work commitments, which is highly beneficial during this part of the cycle. 

Within the portfolio, the Orinduik block in Guyana has emerged as a particularly exciting and 

valuable asset, with the Liza discovery demonstrating the potential for huge high quality oil 

bearing reservoirs in the vicinity of Eco’s acreage. Exploration in Guyana will be fast-tracked 

and is likely to be the key value driver for the company in the near term, with third party drilling 

activity also providing material potential news flow during 2017. 

Some of this potential is now recognised by the market, which has re-rated the share price by 

49% during Q4 2016, with the stock now trading at the lower end of our expected range of 

C$0.21-0.43/sh (13-27p/sh). Importantly, we see further upside potential to our valuation during 

the next year from potential new licenses acquisitions and activity across the existing portfolio 

and third party acreage. 

Work programme 

Eco Atlantic is expected to make important technical progress across multiple licence areas 

during 2017 as it works towards maturing a prospect inventory and selecting drilling targets in 

its most advanced licences. The planned 2017 work programme consists of the acquisition of 

at least 1,000km2 of 3D seismic in Guyana and the completion of a drilling permit EIA on the 

Cooper block in Namibia. The acquisition of a further 1,000km of seismic in Namibia is expected 

in 2018. Eco will benefit from a partial carry by its partners on two of the three licences where 

seismic will be acquired. Interpretation of the seismic, including 3D data previously acquired 

on the Cooper and Guy blocks, will continue on an ongoing basis, with the Company updating 

the market on the results. 

Exhibit 1: Near term work programme 

Licences Country 

 

Operator Eco 

working 

interest 

Partners 2017-18 work programme 

Orinduik Guyana Tullow Oil 40% Tullow Oil (60%) Acquisition, processing and interpretation 
of 1,000km2 of 3D seismic. Resource 
assessment 

Cooper Namibia ECO 32.5% AziNam (32.5%), 
Tullow Oil (25%), 
NAMCOR (10%) 

Interpretation of 3D seismic. Resource 
assessment and target selection 

Sharon Namibia ECO 60% AziNam (30%), 
NAMCOR (10%) 

Acquisition, processing and interpretation 
of 500km of 2D seismic. Resource 
assessment and target selection 

Guy Namibia AziNam 50% AziNam (40%), 
NAMCOR (10%) 

Interpretation of 3D seismic. Resource 
assessment and target selection 

Tamar Namibia ECO 72%* Spectrum (10%), 
NAMCOR (10%), 

Amis (8%) 

Acquisition, processing and interpretation 
of 500km2 of 3D seismic. Resource 
assessment and target selection 

Source: Namibia Ministry of Mines and Energy and Eco (Atlantic) Oil & Gas 

Industry catalysts 

Industry activity is likely to be a key source of read-across for Eco during the next year as 

companies on neighbouring licences progress drilling activities. This is most relevant in 

Guyana, where ExxonMobil (“Exxon”) has a multi-well drilling programme underway on the 

A number of catalysts may 

drive valuation higher 

Prospective resources 

estimated at more than 5 

billion bbls 

Guyana is likely to be the 

key value drive in the near 

term 

Important technical progress 

expected across multiple 

licence areas 

Exxon to drill multiple 

exploration wells in Guyana 
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Stabroek licence and has stated the intention to focus on exploration in 2017. While specific 

details are unknown, activity to date has remained in the vicinity of the Liza discovery and close 

to the Orinduik block. Elsewhere in the Suriname-Guyana basin, there are firm exploration 

wells to be drilled by Apache and Tullow, although while not directly relevant to Eco from a 

geological perspective, results will be important for the basin understanding and will influence 

industry sentiment. 

In Namibia, we are anticipating minimal activity, with most companies seeking to defer major 

investments. That said, this position cannot continue indefinitely and companies will come 

under increasing pressure to commit to drilling if oil prices recover. Of particular interest to Eco, 

is licence PEL 37, which is located adjacent to the Cooper block and is operated by 

Pancontinental Oil & Gas (“Pancontinental”). According to press releases, Tullow Oil (“Tullow”) 

has exercised an option to drill a well on PEL 37, albeit with caveats, so clarity on the timing of 

any well will be important to Eco and may provide an indication to whether Tullow will exercise 

a similar option on the Cooper block. Encouragingly Africa Energy’s recent acquisition of a 10% 

interest in PEL 37 demonstrates ongoing industry interest in the area. Elsewhere in Namibia, 

Shell and Murphy are progressing plans to drill in the Orange and Lüderitz basins, respectively.  

Funding 

Eco is seeking to raise £2-3m in equity capital, which together with existing net cash resources 

of approximately C$1.1m (̴£0.7m), US$0.6m (̴£0.5m) of receivables from the Ghana disposal 

and industry carries, is sufficient for the Company to fund all planned exploration and business 

development activities in the next 18 months. Beyond this, Eco may require additional 

resources to fund new licenses acquisitions, expanded or accelerated work programmes and 

to fulfil work commitments associated with subsequent exploration phases (if the Company 

elects to proceed into such phases).  

For many of the licences in the portfolio this will include exploration drilling commitments and 

we expect Eco to primarily rely on industry financing for these expenditures. The Company has 

a strong track record of attracting industry partners, which provide approximately US$30m 

(̴£25m) of funding from existing transactions, and has large equity positions on all licences to 

negotiate with going forward.  

In Guyana, we are highly confident that there will be strong industry demand for participation 

in the Orinduik block, due to the close proximity of the acreage to the Liza discovery, and the 

Company will be able to secure an attractive farm-out deal when the time comes. With no 

drilling required until 2023 there are no immediate time pressures, although it is likely that a 

more aggressive timetable for the first well will be pursued by both Tullow and Eco. 

Negotiations will be more challenging in Namibia, where we anticipate interest may be weaker 

in the short term as companies keep a tight check on exploration budgets, particularly for 

frontier basins. Fortunately, the Namibian Ministry of Mines and Energy has demonstrated a 

pragmatic approach with a willingness to amend and defer work commitments in order to retain 

industry participation during this period. As a result we are confident that Eco is well placed to 

protect its assets and balance sheet if drilling needs to be delayed from the existing timetable. 
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 Valuation 

Asset valuation 

Our Eco (Atlantic) Oil & Gas valuation is derived using a relative value approach, taking into 

account market values of its closet peers and recent M&A multiples. While this approach has 

drawbacks it provides a fair value range that we would expect the Eco share price to trade 

close to as it works towards maturing a prospect inventory and progressing to drilling. 

For Guyana, we use the enterprise value of CGX Energy, the only listed peer with assets in 

Guyana, to benchmark the gross value per licence and per km2 (we calculate this excluding 

the onshore acreage, which we consider far less prospective). Beside the geological and 

commercial issues with this methodology, the financial position of CGX Energy is precarious 

and as such we are confident that the US$3.0-8.5m valuation range that this approach derives 

for Eco is conservative.  

Exhibit 2: Guyana valuation 

CGX Energy    Eco (Atlantic) Oil & Gas 

 Unit EV multiple  Unit Eco Guyana 

CGX Energy EV US$42.3m     

Net offshore acreage 10,187km2 US$4,154/km2  720km2 US$3.0m 

Net offshore licences 2.0 US$21.2m/licence  0.4 US$8.5m 

Source: Brandon Hill Capital 

While there are a greater number of listed companies with acreage in Namibia, we believe 

Pancontinental Oil & Gas is the closet peer, both in terms of the location of PEL 37 and with 

Tullow as partner. Fortunately, the recent disposal by Pancontinental of a 10% interest in PEL 

37 to Africa Energy Corp (AFE:CN) provides a clear valuation benchmark and was structured 

in a way that allows us to value acreage with and without a well carry (both post the acquisition 

of 3D seismic). The transaction consisted of an upfront payment of US$1.7m and a contingent 

US$4.8m payment due on the commencement of drilling of the first well on the licence, 

provided that Tullow carries the cost of the well.  

For Eco, these transaction values can be applied directly to the Cooper block, which is the 

closest analogue for PEL 37, and Guy blocks, however, a further discount (we set this at 50%) 

is required for the Sharon and Tamar blocks as 3D seismic has yet to be acquired on these 

licences. On the basis of the upfront payment by Africa Energy, when adjusted for the relative 

size of the acreage and working interests, this multiple generates a valuation of US$9.1m for 

the Eco Namibian portfolio. In our opinion, this represents a lower end valuation for these 

assets. 

A materially higher valuation becomes evident if Tullow exercises its option to increase its 

working interest on the Cooper block and carry Eco for an exploration well. If we assume the 

US$4.8m contingent payment by Africa Energy solely reflects the monetary benefit of the well 

carry on a PEL 37 and that similar well costs are likely on the neighbouring Cooper block, the 

valuation of Eco’s 25% remaining interest in the Cooper block would increase by US$12.6m, 

including a further US$1m due for historic costs. Adding this to our valuation calculation above 

suggests an upper bound to our valuation range for the Eco Namibian portfolio of US$21.7m. 
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Exhibit 3: Namibia valuation 

Pancontinental Oil & Gas     

 Unit Multiple   

Net acreage sold* 1,557km2    

Africa Energy initial consideration US$1.7m US$1,092/km2   

Africa Energy contingent 
consideration 

US$4.8m US$0.48m per 1% 
WI carried 

  

Eco (Atlantic) Oil & Gas     

 Unit Multiple Discount Eco valuation 

Cooper block (without well carry) 1,625km2 US$1,092/km2 0% US$1.8m 

Guy block 2,500km2 US$1,092/km2 0% US$2.7m 

Sharon block 3,000km2 US$1,092/km2 50% US$1.6m 

Tamar block 5,400km2 US$1,092/km2 50% US$2.9m 

Eco Namibia (without well carry) 12,525km2 US$726/km2  US$9.1m 

     

Well carry 25% US$0.48m 0% US$12.0m 

Historic costs NA NA 0% US$1.0m+ 

Base acreage value 1,250km2 US$1,092/km2 0% US$1.4m 

Cooper block (with well carry) 1,250km2 US$11,492/km2 0% US$14.4m 

Eco Namibia (with well carry)+ 12,150km2 US$1,785/km2  US$21.7m 

Source: Brandon Hill Capital, *Assumes disposal to Africa Energy completes and NAMCOR has 10% back-in rights, 
+includes Guy, Sharon and Tamar valuations 

Pulling this analysis together and adjusting for the last reported cash position (including the 

capital raised and net of partner advances), and the Ghana receivable, suggests an equity 

valuation range for Eco Atlantic of 13-27p per share (C$0.21-0.43). This calculation assumes 

£3m of capital is raised at a 10% discount to the C$0.23 share price and a total enlarged share 

capital of 107m shares. Out of the money options are excluded. 

While the lower end of this range implies there is modest downside risk, our analysis 

demonstrates a clear upside potential of up to 109%. Furthermore, we would expect our upside 

valuation to increase over time as work is undertaken to advance activities on some of the less 

mature acreage, such as the acquisition of  3D seismic on the Sharon and Tamar blocks. 

Exhibit 4: Eco corporate valuation summary 

 Low High  Low High  Low High 

 US$m US$m  p/sh p/sh  C$/sh C$/sh 

Guyana 3.0 8.5  2.3 6.5  0.04 0.10 

Namibia 9.1 21.7  7.0 16.6  0.11 0.27 

Net cash + Ghana 
receivable 

5.0 5.0  3.9 3.9  0.06 0.06 

Total 17.1 35.2  13.1 26.9  0.21 0.43 

Source: Brandon Hill Capital 

Peer group 

There are a number of UK, Canadian and Australian listed oil & gas juniors that have similar 

exploration acreage to Eco Atlantic, although none are exposed to both Guyana and Namibia. 

Material differences in the histories and financial positions of each company, in our opinion, 

make direct comparisons of questionable value. This is illustrated by the relative valuation 

multiples of CGX Energy and Chariot Oil & Gas, which trade at US$3,460/km2 and 

US$225/km2, respectively, despite their vastly different balance sheets.  

Eco holds a unique acreage 

position  

Eco valuation of 13-27p/sh 

provides c.109% upside 

potential 
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Global Petroleum, a cash rich micro-cap focused on Namibia, further underlines this by trading 

at a negative enterprise valuation and implying the market believes shareholder value will be 

destroyed by future investments. While we agree that exploration acreage, particularly in higher 

cost and riskier areas, is less attractive in a lower oil price environment, we struggle to justify 

such low valuations in general and those that appear negatively correlated to balance sheet 

strength. 

Exhibit 5: Peer group summary 

Company 
(ticker) 

Mkt cap 
(US$m) 

Country 
focus 

Net offshore 
acreage* 

Partners Summary 

CGX Energy 

(OYL:CN)) 

12.6 Guyana 10,187km2  

2 licences 

None Negotiating licence extensions. 
Financially distressed with US$29m of 
debt and overdue creditors 

Chariot Oil & 
Gas 

(CHAR:LN) 

28.7 Brazil, 
Morocco, 
Namibia 

20,224km2  

3 licences 

AziNam Well financed with US$23m of cash. 
Farm out process underway ahead of 
planned drilling in Namibia during 2018 

Eco (Atlantic) 
Oil & Gas 

(EOG:CN) 

14.8 Guyana, 
Namibia 

13,245km2  

5 licences 

AziNam, 
Tullow Oil 

Well financed for the near term work 
programme 

Global 
Petroleum 

(GBP:LN) 

5.0 Namibia 9,971km2  

1 licence 

None Well financed with US$10m of cash. 2D 
seismic acquisition planned for 2017 

Pancontinental 
Oil & Gas  

(PCL:AU) 

6.3 Kenya, 
Namibia 

3,113km2  

1 licence 

Tullow Oil Prospect selection ahead of drilling in 
2017/18 

Source: Brandon Hill Capital, * net acreage in Namibia and Guyana 

Beyond the immediate peer group, there are a handful of exploration-focused companies that 

demonstrate significantly higher valuations, such as 88 Energy (US$125m), Savannah 

Petroleum (US$100m) and until recently Canadian Overseas Petroleum (US$83m at its peak 

in 2016). As each of these companies operate in either frontier or high risk areas and have 

prospective resource estimates that are comparable to the peer group, it is clear that there are 

other factors that are driving the relative valuations. This may include a view that certain 

geographies, such as Namibia, are simply out of favour with the investor community, although 

as demonstrated by the recent Africa Energy farm-in with Pancontinental, industry does not 

necessarily share the same opinion.  

Many of these valuation issues will be temporary in nature and it is clear that perceptions can 

rapidly change and with it, valuations. For example, Canadian Overseas Petroleum (327% to 

16 December 2016) and Jersey Oil & Gas (946%) saw material re-ratings in 2016, with both 

companies announcing, during the period, drilling plans on its acreage. Well defined work 

programmes, including firm drilling commitments, seem to be a common factor in the valuation 

equation (88 Energy and Savannah Petroleum also have near term drilling plans) as the market 

rewards value drivers rather than value preservers (i.e. no drilling commitments, long terms 

and contract flexibility). This may be negative for the peer group in the short term, but could 

trigger a material re-rating as drilling plans crystallise, with Eco likely to be among the first 

beneficiaries. 
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 Corporate history and strategy 

Eco (Atlantic) Oil & Gas is a TSX-V listed oil and gas exploration company with licences in 

Guyana and Namibia. The Company was incorporated in January 2011 (the preceding 

company, Eco Namibia was founded in 2008) and following the reverse takeover of Goldbard 

Capital its shares commenced trading in November 2011. The transaction provided access to 

C$3.2m of capital to progress exploration activities in Namibia, where it had been awarded five 

licences in March 2011. At the time, these licences covered 25,000km2 offshore and 30,000km2 

onshore, positioning Eco as the second largest acreage holder in the country after NAMCOR, 

the Namibian state-owned petroleum company.     

In April 2012, Eco announced that Azimuth, a specialist E&P company backed by Seacrest 

Capital and now known as AziNam, had farmed into a 20% working interest in the three 

offshore blocks (Cooper, Guy and Sharon blocks), providing a two for one carry on a 2,500km 

3D seismic survey at an estimated cost of US$10m (based on a US$25m estimated gross 

cost). In 2014 and 2015, the Company announced new and amended farm-out terms with 

AziNam reducing its interests in the Guy block by an additional 20%, the Sharon block by a 

further 10% and the Cooper block by 12.5%, in exchange for an increased carry on the Guy 

and Sharon blocks and US$3.65m in cash.  

An additional farm-out of a 25% interest in the Cooper licence to Tullow Oil, announced in July 

2014, secured Eco with a full carry on the remaining cost of the seismic programme on this 

block (capped at US$4.1m), as well as, US$1m in historic costs. The agreement provides 

Tullow with an option to acquire a further 15% interest in return for a full carry of Eco’s share 

of drilling costs (capped at US$53m gross or US$18.2m net), as well as a pro-rata share of 

past costs. If Tullow elect not to proceed to drilling, its entire working interest in the Cooper 

block will revert back to Eco. 

In late 2014, Eco’s offshore acreage position in Namibia was expanded by a further 13,000km2, 

through the C$3m all-share acquisition of Pan African Oil. The acquisition included C$2.9m of 

cash (after all transaction costs) and acreage contiguous to the Guy block, known as the Tamar 

licence. Following this transaction and the relinquishment of less prospective areas, including 

the entire onshore acreage position, Eco now holds four large licence areas in the Walvis Basin 

totalling approximately 22,500km2 (net 12,525km2). 

Outside of Namibia, Eco has also made significant progress, securing world-class exploration 

acreage adjacent to a material discovery in Guyana. Announced in January 2016, Eco will 

again partner with Tullow Oil, who will operate the Orinduik block licence and carry Eco’s 40% 

interest through the initial four year minimum work programme. The licence is particularly 

attractive as it sits immediately updip of the giant Liza oil discovery made by ExxonMobil in 

2015. Industry interest in the region is high and there is expected to be a number of third party 

exploration wells drilled in the next year providing potential news flow and read across to Eco.  

Eco was also awarded a 50.5% working interest in the Deepwater Cape Three Points West 

block, located offshore Ghana, in July 2014. While in a highly prospective region, neighbouring 

a number of material discoveries made during the past decade, Eco recently elected to exit the 

block to focus on progressing its position in Guyana. Eco will receive US$0.6m from PetroGulf 

as a partial reimbursement for historic expenditures. 

These recent licence awards, along with its acreage in Namibia, demonstrate Eco’s success 

in securing highly prospective acreage and we anticipate new business activity will remain 

central to the corporate strategy. To date the Company has been an early mover targeting 

acreage in politically stable countries, where entry costs are low and fiscal terms favourable. 

The success of this strategy is validated by its ability to secure farm-out deals with quality 

technical partners and to benefit from carried work programmes. For most of the licences, Eco 

Eco listed on the TSX-V in 

2011 
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with AziNam 

Contingent well carry with 

Tullow Oil 
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will need to secure additional partners ahead of drilling, with the aim to participate in exploration 

wells with a working interest in the region of 15-25%. 

Pre-drilling Eco has demonstrated that it is a capable operator and the Company retains 

operatorship of three of its five licences. To undertake this role and to evaluate new business 

opportunities, the company contracts Kinley Exploration LLC to provide upstream technical and 

project management expertise. Kinley is owned by Colin Kinley, COO and co-founder of Eco.  
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 Assets 

Guyana  

Eco Atlantic, through its 94% owned subsidiary, holds a 40% working interest in the Orinduik 

block, located in shallow water, 170km offshore Guyana. A petroleum agreement was signed 

in January 2016 and the block is operated by Tullow Oil, who holds the remaining 60% interest. 

As part of an earlier farm-out, Tullow will carry Eco through its share of exploration costs during 

the initial work programme, including the acquisition of 1,000km2 of 3D seismic, up to a value 

of US$1.25m. 

Exhibit 6: Orinduik licence 

 

Source: Tullow Oil 

While Guyana has a long history of oil and gas exploration dating back to the 1970s, the country 

has no existing production (16mbopd is produced from four heavy oil fields on the Suriname 

side of the basin with an estimated STOIIP of c.1 billion bbls). Despite past failures, which 

typically focused onshore and in shallower waters, industry interest in Guyana (and Suriname) 

has grown in recent years.  

This interest was accentuated by a US Geological Survey report, which identified the Guyana-

Suriname basin as underexplored with an estimated 13.6 billion bbls of undiscovered 

prospective resource (the largest potential resources in South America after the Santos and 

Campos basins in Brazil), before being further enhanced by discoveries made by Tullow in 

Ghana (Jubilee discovery in 2007) and French Guiana (non-commercial Zaedyus discovery in 

2011). These discoveries, among others, provided definitive evidence that similar petroleum 

systems occur on both sides of the Atlantic conjugate margin.  

While both sides of the Atlantic remain only lightly explored, most of the drilling to date has 

targeted the West African transform margin (reflecting the earlier success in Ghana), with 

activity in South American countries including Guyana and Suriname coming later. In the 

Guyana-Suriname basin, much of the acreage has now been licenced by oil majors and large 

independents (see exhibit 7) leaving Eco and CGX Energy as the only listed junior companies 

exposed to this emerging opportunity. 
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junior exploration companies 
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Suriname basin 
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Exhibit 7: Acreage dominated by majors and large independents 

 

Source: JHI Associates  

Coinciding with Tullow’s drilling success in Ghana was a binding ruling, under the terms of the 

UN Conventions of the Law of the Sea, which settled a border dispute between Guyana and 

Suriname. A similar dispute with Venezuela remains unresolved, however, this territory 

(despite some outlandish claims) is outside areas currently being explored. These border 

disputes essentially led to a cessation of all exploration activity from 2000 and as such few 

wells have been drilled in the basin with the benefit of modern technology. 

Since 2008 and the resumption of activity, 13 offshore wells have been drilled in the Guyana-

Suriname basin, with more than half of these completed in the past two years. This increase in 

activity is in distinct contrast with global drilling activity, which has fallen substantially during 

the same period and, along with new licensing and M&A announcements, illustrates the 

attraction of the Guyana address.  

Exhibit 8: Wells drilled in the Guyana-Suriname basin 

 

Source: Brandon Hill Capital  

With many of these wells operated by oil majors, there has been limited public disclosure of 

drilling results, although encouragingly several wells are confirmed to have encountered oil and 

gas. By far the most notable of these, the Liza-1 well, made an Upper Cretaceous oil discovery 

(thought to be in a basin-floor fan), which is widely reported as the largest globally in 2015. 

Significantly for Eco, the Liza discovery is located just a few kilometres down-dip from the 

border of the Orinduik block. Whereas Liza-1 was drilled in ultra-deep water of 1,743m and to 

a total depth of 5,433, leads identified in the Orinduik block are located in c.70m water depths 

and at reservoir depths of less than 3,000m. As a consequence, well costs are expected to be 

substantially lower at c.US$50m.  

0

1

2

3

4

2008 2009 2010 2011 2012 2013 2014 2015 2016

Drilling activity has 

increased in recent years 

Guyana-Suriname maritime 

border dispute resolved in 

2007   

Exxon operated Liza-1 

discovery was the largest 

globally in 2015 

Orinduik 



Eco (Atlantic) Oil & Gas INITIATING COVERAGE 12 January 2017 

 

| Brandon Hill Capital   12 

Following on from Liza-1, the ExxonMobil joint venture has accelerated exploration plans on 

the Stabroek licence, shooting a vast 17,000km2 3D seismic survey and drilling three further 

wells. Two of these (Liza-2 and Liza-3) successfully appraised the Liza field, with results 

indicating a discovered resource towards the top end of a previously announced 800-

1,400mmboe range. The Liza-3 well, drilled as a 4.3km step-out from Liza-1, also encountered 

oil in a deeper secondary exploration target. 

The third well, targeting the Skipjack prospect, located 40km northwest of Liza, failed to 

encounter commercial volumes of hydrocarbons. As part of an ongoing exploration programme 

set to continue through 2017, Exxon is now drilling the Payara prospect, located 16km 

northeast of Liza. Results are expected in early 2017. 

As for Liza, Exxon has outlined a fast-track development timetable with a final investment 

decision due in 2017. First production is anticipated as early as 2020 using a 100mbopd FPSO 

during phase 1. To support the nascent oil and gas industry, oilfield service companies are 

mobilising to establish a presence in Guyana, which will offer longer term benefits to Eco. 

Within the Orinduik block, a similar depositional system to Liza has been identified, but with 

potential reservoirs targeted updip in canyon and slope play fairways. While the primary focus 

is on the proven Upper Cretaceous petroleum system, a secondary Tertiary play is being 

evaluated in the eastern part of the acreage. 

Exhibit 9: Orinduik block lead inventory  

 

Source: Tullow Oil 

Initial work focusing on the western play fairway has revealed two leads, Amatuk and Kurutuik, 

with dual reservoir targets in high quality Upper Cretaceous (Masstrichtian/Companion) Slope 

Channel Turbidites. The Liza discovery, along with other non-commercial wells drilled on the 

shelf edge and samples taken from the Guyanese beaches, demonstrate light oil generated by 

Canje source rocks, located in adjacent deep water acreage, has migrated updip and into 

shallower horizons. 

As a result of this evidence, trap integrity in updip faults and pinch-outs are considered the 

primary risks in the leads identified. Encouragingly these combination trap features are similar 

to those seen in the Jubilee discovery in Ghana and are expected to be de-risked following the 

acquisition of 3D seismic and the enhanced subsurface imaging this will provide. Exhibit 10 

provides a cross-section illustration of the 700mmbbl Amatuk lead, although it is important to 

note that the actual location of the Liza discovery is offset to the east. 
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Exhibit 10: Orinduik cross section 

 

Source: Tullow Oil 

The near term plan is to continue work evaluating and maturing a lead inventory, ahead of 3D 

seismic acquisition in Q2 2017. The size of the survey is yet to be finalised, but is likely to be 

larger than the 1,000km2 required in the minimum work programme. Results from the 3D 

seismic is expected to de-risk and broaden the lead inventory as new features are revealed by 

the higher quality data. Interpretation is likely to continue throughout 2017. 

While an exploration well on the Orinduik block appears unlikely before late 2018, several wells 

are expected to be drilled in the Guyana-Suriname basin next year and beyond. The outcome 

of wells on the Stabroek licence (Exxon) are considered most relevant for Eco, although drilling 

on Block 54 (Tullow) and Block 58 (Apache) will also advance the understanding of the basin 

and will influence industry sentiment. Elsewhere Kosmos has indicated plans to drill wells on 

Blocks 42 and 45 in late 2017 or 2018, whilst other operators have wells in the pipeline that 

might come later. 

Given its frontier status, Guyana offers a highly attractive fiscal regime to incentivise oil and 

gas exploration, which we considered appropriate for the level of risk. The country offers 

Petroleum Prospecting Licences on a direct application basis with the terms of the licence 

outlined in production sharing contracts.  

Petroleum Prospecting Licences have a ten year tenure from the effective date, inclusive of an 

initial four year phase, followed by two three year extensions. The work programme for the 

initial phase of the Orinduik consists of a review of existing regional 2D seismic, followed by 

the acquisition of 1,000km2 of 3D seismic. Subsequent phases each require the drilling of an 

exploration well. Annual licence fees are just US$40k and training fees are US$25k per annum. 

The contractor has the right to the apply for a Petroleum Production Licence to develop 

commercial discoveries on the Petroleum Prospecting Licences for an initial 20 year period 

(extendable by up to 10 years). Annual cost recovery is limited to 75% and the contractor share 

of profit oil ranges from 50% at production rates below 25mbopd to 40% at production rates 

above 80mbopd. Corporation tax is paid on behalf of the contractor and a 1% royalty is paid 

out of the government share of profit oil.  
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Namibia  

Eco has varying interests in four exploration licences located in the Walvis basin, offshore 

Namibia, providing an industry leading net acreage position of 12,525km2. In addition to the 

participation of state-owned NAMCOR, the Company has successfully attracted strong 

technical partners (AziNam and Tullow) to three of these licences, providing validation to the 

quality of the acreage. As part of these transactions, Eco may benefit from cash and cost 

carries (firm and contingent) valued at approximately US$30m. 

Exhibit 11: Eco licences 

Licences Size 

 

Water depths Operator Eco 

working 

interest 

Partners 

Cooper  

(PEL 30) 

5,000km2 200-500m ECO 32.5% AziNam (32.5%), Tullow Oil (25%), 
NAMCOR (10%) 

Sharon  

(PEL 33) 

5,000km2 100-500m ECO 60% AziNam (30%), NAMCOR (10%) 

Guy      

(PEL 34) 

5,000km2 1,500-3,000m AziNam 50% AziNam (40%), NAMCOR (10%) 

Tamar  

(PEL 50) 

7,500km2 2,500-3,000m ECO 72%* Spectrum (10%), NAMCOR (10%), 
Amis (8%) 

Source: Ministry of Mines and Energy Namibia and Eco (Atlantic) Oil & Gas, *net effective interest 

The exploration history of Namibia is fairly limited, with relatively few wells drilled in offshore 

areas despite its vast coastline and numerous basins. Exploration activities commenced in 

1968 with the award of the first lease, but by 1976 activities had essentially ceased due to a 

UN mandate voiding concessions granted to foreign companies by the South African 

government, which had occupied Namibia since World War I. This hiatus continued until the 

late 1980s, when Namibia moved towards independence, and has been followed by brief 

periods of drilling activity in the mid-1990s and early 2010s.  

To date, the 1.3Tcf Kudu gas field, located in the Orange basin to the south of the country, is 

the only material discovery. Despite numerous attempts since its discovery in 1974, no 

commercially viable solution to enable its development has been found and the latest final 

investment decision deadline, set for mid-2016, has passed without project sanction. 

Results from the Orange basin, which has seen the majority of drilling, helped establish a long 

held industry view that there are no oil prone source rocks south of the Walvis ridge, located 

towards the north of the country. Historically this view has deterred exploration activity, but the 

application of modern technology to the Namibia offshore, followed by drilling in deeper water 

areas, has revealed strong evidence for an oil province, including seeps, slicks, oil shows and 

mature source rock. 
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Exhibit 12: Namibia offshore 

  

Source: Chariot Oil & Gas, Gustavson Associates 

Among the most recent wells, the Wingat-1 well, drilled by HRT and Galp in a southern area 

of the Walvis basin in 2013, encountered two well developed oil prone source rocks (rich in 

organics and within the oil generating window) and several thin-bedded sandy reservoirs 

saturated with oil.  Light oil samples with a 38-42oAPI were recovered. The Wingat-1 well was 

drilled to a total depth of 5,000m in water depths of 1,005m. A second unsuccessful well, 

Murombe-1, drilled 15km west of Wingat-1, confirmed the presence of the source rock and also 

encountered good quality Cretaceous turbidite reservoir in a secondary target. In 2016 Galp 

was awarded a new exploration licence covering the former PEL 23 acreage. 

For Eco’s acreage, which partially sandwich PEL 23 in both shallower (Sharon) and deeper 

water areas (Guy and Tamar), these results are clearly highly encouraging. Furthermore, the 

Aptian-Albian source rock proven by HRT is seismically tied and mapped to extend northwards 

to the shallower water Cooper block.  An oil prone Turonian-Cenomanian aged source rock is 

also expected to be present in the Cooper block, while a Lower Permian source is anticipated 

in the southern licence areas.  

With an acreage position extending from the platform shelf out to deep water areas, these 

source rocks provide potential charge to reservoirs in a wide range of possible play types. 

Exhibit 13 on the next page, illustrates a variety of these plays within a cross section of Upper 

and Lower Cretaceous intervals, with each block providing exposure to varying trap types.  
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Exhibit 13: Multiple play types 

 

Source: AziNam 

To delineate this potential, Eco has acquired approximately 5,000km of 2D and 2,000km2 of 

3D seismic data across its acreage. Analysis of this data has identified a number of 

Cretaceous-aged stratigraphic and structural leads and prospects. While interpretation is 

ongoing, a probabilistic resource analysis by Gustavson has calculated an aggregate gross 

prospective resource range for the Cooper, Guy and Sharon blocks of 1,626mmbbl (P90) to 

10,770mmbbl (P10), with a best estimate (P50) of 4,546mmbbl (2,362mmbbl net to Eco). 

Analysis of potential leads within the Tamar block is incomplete and this data has not been 

included in the resource evaluation.  

Exhibit 14: Eco licences 

Block Seismic Leads/ 

prospects 

Gross prospective 

resources (mmbbl) 

2017-2018 work programme 

   P90 P50 P10  

Cooper 1,097km2 3D 4 leads + 1 
prospect 

434 753 1,242 ¶ 3D seismic interpretation  

¶ Resource assessment 

¶ Prospect ranking 

Sharon 2,922km 2D 2 leads 702 2,212 5,518 ¶ 2D seismic interpretation  

¶ Acquire, process and interpret 
500km of 2D seismic 

Guy 1,100km 2D + 
864km2 3D 

4 leads 489 1,581 4,010 ¶ Interpretation of 3D seismic 

¶ Resource assessment 

¶ Prospect ranking 

Tamar 1,000km 2D -- -- -- -- ¶ 2D seismic interpretation  

¶ Acquire, process and interpret 
500km2 of 3D seismic 

Source: Eco (Atlantic) Oil & Gas, Gustavson Associates 

On the Cooper block, where Eco is partnered by both AziNam and Tullow, 3D seismic has 

been acquired and interpretation is now well advanced. The data has helped de-risk the Osprey 

prospect, which is mapped on the 3D seismic as an amplitude supported Albian-aged 

channel/stratigraphic trap, with an updip pinch-out at the base of the slope and a 90km2 areal 

extent. The reservoir is estimated at a depth range of 2,650-2,850m and is anticipated to be 

normally pressured. Gross prospective resources for the Osprey prospect are estimated at 

Significant resource potential 

with further upside to come 

Osprey prospect has P50 

prospective resource 

estimate of 246mmbbl 
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between 151mmbbl (P90) and 399mmbbl (P10), with a best estimate (P50) of 246mmbbl 

(80mmbbl net to Eco).  

Exhibit 15: Osprey prospect 3D seismic 

  

Source: Gustavson Associates 

Eco currently has a 32.5% working interest in the Cooper block, but Tullow Oil has an option 

to increase its interest from 25% to 40% (reducing both Eco and AziNam by 7.5% to 25%) by 

funding the Company’s share of the cost of an exploration well up to a US$53m gross cost cap 

(US$18.2m net to Eco). If the option is not exercised, Tullow’s existing 25% interest will revert 

back to Eco. 

Activities on the adjacent PEL 37 licence, operated by Pancontinental Oil & Gas, may provide 

an indication to whether Tullow will proceed to the drilling phase on the Cooper block as it is 

cost effective to drill more than one well in an exploration  programme. On PEL 37, Tullow has 

notified its intention to continue as a participant, which according to a 2013 farm-in agreement 

with Pancontinental, requires Tullow to fund an exploration well to be drilled prior to 27 March 

2017. Tullow caveated this, stating a need to identify a drillable prospect, and with no well in 

its drilling programme we believe drilling will be deferred until 2018 or perhaps later if a licence 

extension is requested.  

This uncertainty is underlined by the staged consideration agreed by Africa Energy Corp. in its 

recently announced acquisition of a 10% interest in PEL 37 from Pancontinental. The Albatross 

prospect, which is the largest of the prospects identified, with 349mmbbl of prospective 

resources, is mapped to extend marginally into the southern boundary of the Cooper block. 

Elsewhere on its acreage, Eco will need to acquire and interpret additional 3D seismic to further 

de-risk leads into drillable prospects (3D seismic was acquired on the Guy block in late 2015). 

At the mid case, prospective resource estimates for individual leads range from 52mmbbl to 

1,302mmbbl. This is comparable to the 187mmbbl to 1,350mmbbl reported by Chariot Oil & 

Gas for leads and prospects identified on its acreage, located towards the southern boundary 

of the Walvis basin. Chariot also report a geological chance of success ranging from 12% to 

19% for prospects, but Eco management expect a higher chance of success on its acreage 

prior to drilling. 

Like Guyana, Namibia offers a highly attractive fiscal regime for oil and gas exploration. 

Petroleum agreements are available via an open licensing system and include reconnaissance 

licences, exploration licences and production licences. Reconnaissance licences are valid for 

two years, with three further renewals allowed for a period not exceeding two years each, but 

are not exclusive.  

Exploration licences are valid for an initial four years and can be renewed on two occasions 

not exceeding two years each. At the end of each phase acreage is relinquished. Work 

programmes for each phase are negotiated, with the initial period usually consisting of seismic 
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acquisition and other geological surveys, with drilling commitments in each of the renewal 

periods (Eco does not have a drilling commitment on the Cooper, Guy or Sharon blocks until 

2020). The Ministry of Mines and Energy has shown flexibility to these work commitments and 

has historically allowed deferrals and has granted licence extensions. The Ministry also 

stipulate that NAMCOR must be a minority partner (usually with a 10% working interest) and 

is carried through the exploration phase.  

If a discovery is made, the operator will have two years to complete appraisal and if deemed 

commercial will have the right to apply for a production licence. Production licences are granted 

for an initial 25 years and can be extended for a further 10 years. Taxation is levied through a 

5% royalty, a 35% petroleum income tax and an additional profit tax. The additional profit tax 

is set at three tiers, starting at 25% and is chargeable once a minimum 15% after tax rate of 

return threshold is achieved. The second and third tiers are negotiable and chargeable once 

the after tax return reaches 20% and 25%, respectively. Exploration costs can be written off in 

the first year of production and development capex is depreciated over three years on a straight 

line basis. 
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Other 

Capital raising history 
Exhibit 16: Capital raising history 

Timing Raise No. of shares (x) Price (C$/sh) Proceeds (C$m) 

25/04/2011 Private placement 6.0 50 3.0 

06/01/2012 Secondary placement 9.9 60 5.9 

19/11/2012 Secondary placement 8.1 40 3.2 

2015 Share repurchase -6.4 12 -0.8 

 Total 17.6  11.4 

Source: Eco (Atlantic) Oil & Gas 

Directors and management 

Moshe Peterburg - Chairman 

Moshe is a private investor in infrastructure and natural resource companies operating in Africa and Eastern Europe. 

He is founder of Peterburg Holdings, a resource investment and development company, chairman of the board of 

trustees of the Design Museum Holon and a member of the acquisition committee of Tate Modern Museum. 

Gil Holzman – Co-Founder & CEO 

Gil is an experienced manager of private and publically listed mining (copper, cobalt, gold and iron ore) and energy 

companies operating throughout Africa. He was previously Deputy CEO of Bombardier, Middle East. 

Colin Kinley – Co-Founder & COO 

Colin is CEO of Kinley Exploration, a company providing professional and technical assistance to international upstream 

companies, including Eco Atlantic. He has 35 years experience in integrated energy project management and has 

served as a senior Executive to several E&P and oilfield service companies, including Manx Energy, Division President 

Energy and Specialty Service Companies of Layne Christensen (NASDAQ), CEO of Jet Mining and a Director of 

Excelsior Mining (TSX) and Coro Mining (TSX). 

Alan Friedman – Co-Founder & Executive Director 

Alan is an attorney and has played an active role in the acquisition, financing and IPOs of various natural resource 

projects. He is a co-founder of Auryx Gold and Adira Energy and was previously managing director of Tembo Financial. 

Alan is currently CEO of Rivonia Capital. 

Gadi Levin – Financial Director 

Gadi is a chartered accountant with many years experience with private and publically listed companies. He is currently 

CFO of TSX-V listed Vaxil Bio Ltd, Briacell Therapeutics Corp and Adira Energy Ltd. Gadi has acted as financial 

controller for Eco Atlantic since November 2014 and was appointed Finance Director in December 2016.  

Helmut Angula – Non-Executive Director 

Helmut has served as Deputy Minister of Mines and Energy and in five other cabinet portfolios within the Namibian 

government. He is currently a private businessman and a consultant to the mining, energy, infrastructure and real estate 

industries in Namibia. 
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Research Disclosures 
 

William Arnstein 

Will is a CFA charterholder and has more than 10 years experience as a sell-side equity research analyst having previously 

worked at Dresdner Kleinwort, Jefferies International and finnCap. In his last role, he co-founded the Oil & Gas franchise 

at finnCap and later became Head of Oil & Gas, where he also coordinated corporate finance and corporate broking in 

addition to his responsibilities as a Research Director. During his career, Will has worked closely with many international 

E&P companies, both listed and private, evaluating assets across the globe and has developed particular expertise in 

petroleum economics and asset valuation. In 2010, Will was awarded No.1 stock picker for the European energy sector in 

the FT/Starmine Awards. 

Tel: +44 (0)20 3463 5020 
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Disclaimer: Important Information  

This document is not independent and should not be relied on as an impartial or objective assessment of its subject matter. Given the foregoing, 

this document is deemed to be a marketing communication and as such has not been prepared in accordance with legal requirements designed 

to promote the independence of investment research and Brandon Hill Capital Limited is not subject to any prohibition on dealing ahead of 

dissemination of this document as it would be if it were independent investment research. 

This document has been issued by Brandon Hill Capital Limited for information purposes only and should not be construed in any 

circumstances as an offer to sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or the fact of its distribution, 

form the basis of, or be relied upon in connection with, any contract relating to such action. This document has no regard for the specific investment 

objectives, financial situation or needs of any specific entity. Brandon Hill Capital Limited and/or connected persons may, from time to time, have 

positions in, make a market in and/or effect transactions in any investment or related investment mentioned herein and may provide financial 

services to the issuers of such investments. The information contained herein is based on materials and sources that we believe to be reliable, 

however, Brandon Hill Capital Limited makes no representation or warranty, either express or implied, in relation to the accuracy, completeness 

or reliability of the information contained herein. Opinions expressed are our current opinions as of the date appearing on this material only. Any 

opinions expressed are subject to change without notice and Brandon Hill Capital Limited is under no obligation to update the information contained 

herein. None of Brandon Hill Capital Limited, its affiliates or employees shall have any liability whatsoever for any indirect or consequential loss 

or damage arising from any use of this document. 

This report has been approved in the UK by Brandon Hill Capital Limited solely for the purposes of section 21 of the Financial Services and 

Markets Act 2000.  In the UK, this report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who have 

professional experience in matters relating to investments) or Article 49(2) (a) to (d) (high net worth companies, unincorporated associations, etc.) 

of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (as amended) or (ii) are professional clients or eligible 

counterparties of Brandon Hill Capital Limited (all such persons together being referred to as “relevant persons”).  This report must not be acted 

on or relied up on by persons in the UK who are not relevant persons. 

Neither this report nor any copy of part thereof may be distributed in any other jurisdictions where its distribution may be restricted by law and 

persons into whose possession this report comes should inform themselves about, and observe any such restrictions. Distribution of this report 

in any such other jurisdictions may constitute a violation of UK or US securities law, or the law of any such other jurisdictions. 

Investments in general involve some degree of risk, including the risk of capital loss. The services, securities and investments discussed in this 

document may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own 

financial objectives and financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not 
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other than the investor’s base currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels 

and bases for taxation may change. When we comment on AIM or ISDX shares you should be aware that because the rules for those markets 

are less demanding than the Official List of London Stock Exchange plc, the risks are higher. Furthermore, the marketability of these shares is 

often restricted. 
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from time-to-time add or dispose of such interests. Neither the whole nor any part of this material may be duplicated in any form or by any means. 

Neither should any of this material be redistributed or disclosed to anyone without the prior consent of Brandon Hill Capital Limited. Brandon Hill 

Capital Limited is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange. 

Brandon Hill Capital Limited may distribute research in reliance on rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are 
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