CHARIOT OIL & GAS LTD
(LON:CHAR)
Large-cap Portfolio with Small-cap Leveraged Upside
Chariot Oil & Gas (LON:CHAR) is a UK-based oil and gas exploration company
listed on the AIM market of the London Stock Exchange. The company has
assembled a very prospective portfolio of assets located on both sides of the
Atlantic in West Africa and South America, and has carried out the necessary
adjustments to weather the commodity downturn, reducing staff from 22 to 12
and cutting G&A to less than US$5M. With a US$22M cash position
significantly exceeding commitments, and no debt, Chariot Oil&Gas
(LON:CHAR) is now in a position to drill three company-making wells in
Morocco and Namibia in the near-term. Chariot Oil & Gas (LON:CHAR) intends
to remain an exploration company, returning value to shareholders from the
proceeds of the divestment of future discoveries at the point of maximum
monetisation potential. We believe this is an opportune time for potential
investors to revisit the equity story.

BACKGROUND
Chariot Oil & Gas (LON:CHAR) went through an AIM IPO in 2008 with a purely
Namibia focused portfolio. Since 2011 Chariot Oil & Gas has developed a balanced
portfolio, demonstrating its ability to identify and access high potential acreage as an
early entrant, secure key industry partners and funding in order to mature its assets
and test its high potential prospects through the drill bit.
In 2011 and 2012 Chariot raised equity finance along with successful farm outs to
fund its exploration drilling campaign in Namibia, which resulted in two unsuccessful
wells Tapir South-1 and Kabeljou-1. More recently Chariot raised US$15M to fund
seismic acquisition in Brazil (2014). Chariot also funded itself by successfully
acquiring acreage as an early entrant and farming-out to larger well-funded partners
such as Eni and Woodside in the Rabat Deep licence in Morocco.
The current portfolio spreads across 3 countries (Morocco, Namibia and Brazil) and
4 plays in 5 licence areas, on both sides of the Atlantic with opportunities mirrored
by proven hydrocarbon provinces on the other side of the Atlantic (Figure 1).
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Chariot seeks to create transformational value through the discovery of material
reserves of hydrocarbons by exploring in new and emerging hydrocarbon
provinces. In order to achieve this objective Chariot takes large equity positions
in the early phases of exploration and manages risk through portfolio diversity,
application of technology and partnering, which provides third-party validation of
assets and additional funds for furthering the portfolio. We review these
opportunities in turn in the following.

Company Information
Regency Court, Glategny Esplanade, St Peter Port
Guernsey GY1 1WW
www.chariotoilandgas.com

Analyst Details
Lionel Therond
lionel.therond@capitalnetwork.com
+44 (0)20 7264 3921

CHARIOT OIL & GAS LTD
(LON:CHAR)

MOROCCO
The country has a highly prospective petroleum geology, with proven source rocks supported by nearby onshore legacy light oil fields and
proven reservoirs identified onshore as outcropping Lower Cretaceous fluvial clastic; the very same plays vindicated by major discoveries in
the conjugate basin in Nova Scotia, although to date no major discovery has been made in offshore Morocco. Petroleum licences in the
country benefit from world-class fiscal and commercial terms, and partners have identified large-scale targets (Figure 2).

Chariot has modelled mature kitchens offshore, based on identified source rocks and has mapped down-dip delta top and delta front seismic
facies at reservoir levels corresponding to the Lower Cretaceous fluvial clastic formations identified onshore, over the Mohammedia licence.
Three drilling targets have been identified.
RD-1 is a 4-way dip closed Jurassic carbonate prospect located in water depths of 1210 meters and with estimated net mean prospective
resources of 77 MMbbl (768MMbbl gross prospect in which Chariot holds 10% interest; ). Success at RD-1 would de-risk an additional six
Jurassic leads with estimated net mean prospective resources of 1250 MMbbl at current equity levels. RD-1 is fully funded by Eni and is
scheduled to spud in late Q1 2018.
Kenitra-A is an attribute supported 3-way dip closed faulted lead in Cretaceous deepwater clastic reservoir, with net mean prospective
resources of 350MMbbl (Chariot 75% interest). Subject to funding the well is scheduled to spud in early 2019.
LKP-1a is a faulted 3-way dip closed structure with Class III AVO dip conformance, analogous to the Cohasset field on the conjugate margin
in Nova Scotia. At a water depth of 350m, LKP-1a has prospective resources of 263MMbbl (Chariot 75% interest) and is part of a complex of
3D defined prospects with aggregate mean gross prospective resources in excess of 1.0 billion barrels. The LKP complex of prospects
extends southwards into part of Mohammedia which is the subject of 3D seismic data acquired in early 2017. Subject to funding, the well is
scheduled to spud in the second half of 2019.

NAMIBIA
Namibia remains a frontier region with neither oil nor gas commercial discovery made to date. Previous drilling of six unsuccessful deepwater
wells proved all elements of a working petroleum system partially analogous with the proven Argentinian margin. Excellent quality Upper
Cretaceous turbidite reservoir rocks were encountered in Namibian deepwater wells, with an average porosity of 19% reported in Baobab
sands of the Murombe well. Wells adjacent to the Central Blocks encountered excellent quality mature Apto-Barremian source rocks,
modelled to be oil mature in the region. The Wingat well recovered 41o API oil from thin sands in the Aptian. Namibia is similar to Uruguay,
another frontier petroleum province with numerous giant-scale exploration targets. Petroleum licences in Namibia benefit from a good fiscal
regime (Figure 3).
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Five 4-way dip-closed structures have been identified in the Upper Cretaceous turbidite clastic play fairway, and the focus prospects are:
•
•
•

Prospect S is a 4-way dip closed upper slope turbidite fan with 3 potential targets with dimming on structure. The combined net
prospective resources are estimated at 298 MMbbl (Chariot 65% interest).
Prospect W is a similar structure as Prospect S albeit with dimming on the crest of the upper target. The combined net prospective
resources are estimated at 185 MMbbl (Chariot 65% interest). Three additional 4-way dip closed structures have also been identified in
the play.
Prospect B is also an Upper Cretaceous deepwater turbidite target in an upper slope fan stratigraphic trap. The combined net prospective
resources are estimated at 305 MMbbl (Chariot 65% interest).

BRAZIL
Chariot acquired 4 contiguous blocks, in the Barreirinhas Basin, which straddle shallow and deep water, in the process paying a US$2M
signature bonus, a fraction of those paid by larger companies for pure deepwater blocks. The Basin is a frontier petroleum region and
licences benefit from favourable fiscal terms (Figure 4).

In the Barreirinhas Basin, excellent reservoirs and source rocks were proven by nearby drilling as well as by major discoveries in the
conjugate Tano basin of Ghana and Cote d’Ivoire.
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Only three deepwater wells have been drilled in the basin, demonstrating the presence of excellent Tertiary and Cretaceous turbidite
reservoirs. Cenomanian-Turonian source rocks have been found in shallow-water wells drilled in-board of Chariot’s acreage and there is
evidence for sufficient burial in the basin for hydrocarbon generation; a fact supported by shows and potential seismic DHI’s.
Ten commitment deepwater wells will be drilled by the industry over the next 3 years, with one well committed in the block to the north of
Chariot’s acreage. Hence, third-party drilling in the deepwater blocks also has the capacity to de-risk the play.
Chariot recently acquired and processed 775km2 of 3D seismic covering all 4 blocks and has no remaining commitments. Next steps are
to finish evaluating the 3D seismic and define a drill ready prospect. Any exploration drilling in these licences will be subject to partnering
and will likely follow a play opening well to be drilled in the neighbouring deepwater block.
Numerous leads were already identified within Chariot’s acreage on legacy 2D seismic data and a 200 km2 four-way dip-closed structure
was identified on Chariot’s acreage from high quality, proprietary 3D seismic data. Deepwater turbidite seismic facies and fan entry
points indicate the presence of reservoir sand on the preliminary processed 3D data. Hence, management believes there is potential for
material hydrocarbon accumulations comparable to those found in Ghana (300-500 MMbbl).

FAVOURABLE FISCAL REGIMES
As an early entrant in frontier and emerging petroleum provinces, Chariot benefits from favourable fiscal terms (Figure 5).

CATALYSTS
Chariot identifies the following value triggers in the near-term (Figure 6).
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ECONOMICS
We understand from the company that, in the success case, the cash breakeven oil price for most of their targets would be US$20-25 /bbl
which we reckon would place them in a favourable position on the global oil projects cash costs curve.
As such, Chariot would be able to easily monetise any potential discovery in the portfolio. However, for the purpose of this note we have not
run our own economic analysis.

Important – Please read this information: This report has been commissioned by Chariot Oil & Gas Ltd and prepared and issued by Capital
Network for publication globally. All information used in the publication of this report has been compiled from publicly available sources that are believed to
be reliable, however, we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research
department of Capital Network at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions
or to certain categories of investors. Capital Network does not offer or provide personalised advice. We publish information about companies in which we
believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website
is not intended to be, and should not be construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us
should not be construed by any subscriber or prospective subscriber as Capital Network’s solicitation to effect, or attempt to effect, any transaction in a
security. This document is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this document.
This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or
in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal
requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research. Capital Network has a restrictive policy relating to personal dealing. Capital Network does not conduct any investment business and,
accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and
contractors of Capital Network may have a position in any or related securities mentioned in this report. Capital Network or its affiliates may perform services
or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject
to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned
in this report. Past performance is not necessarily a guide to future performance. Forward-looking information or statements in this report contain information
that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from
current expectations. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is
not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or disposing) of securities.
The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class service”
provided by Capital Network within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such,
it should not be relied upon in making an investment decision. To the maximum extent permitted by law, Capital Network, its affiliates and contractors, and
their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the
information contained in this report and do not guarantee the returns on investments in the products discussed in this publication.
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