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Bloomberg ticker  AETLN
Share price p/shr 30.20
Target p/shr 75.00
TP upside % 148%
Shares out Million 220.1
Fd shares Million 220.1
Mkt cap usSm 81.5

EV (proj. YE23) ussm 115.0

DESCRIPTION

Afentra is an African focused E&P seeking
to build a portfolio of production assets
through acquisition, taking advantage of
divestment strategies by many larger
companies seeking to exit the region.
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In a corporate update this morning, Afentra (AET) announced Government approval of the
Sonangol acquisition clearing a key regulatory hurdle in the consolidation of its ownership
in Block 3/05, offshore Angola. Alongside this news, the company reiterated that it expects
to complete both the Sonangol and Azule Energy transactions by year-end and unveiled
specific details around the improved fiscal terms on Block 3/05. We have adjusted our
model to reflect the fiscal amendments, as well as the latest Brent forward curve, yielding a
~24% increase in our Total NAV and a ~12% upgrade in aggregate FY24-25e EBITDA (to
US$125m, 0.9x EV). Noting increased visibility around deal completion and the marked
uplift in asset value, we reiterate our BUY stance with a revised target price of 75p (vs. 60p).

Figure 1: Summary financial forecasts

2024E 2024E 2025E 2025E
% CHG % CHG

[OLD] [NEW] [OLD] [NEW]
Production, WI kboepd 5.4 5.4 - 5.4 5.4 -
Av. price USS/boe 86.5 79.3 (8.3%) 80.4 75.7 (5.9%)
Revenue USSm 119.7 125.1 4.5% 111.3 119.3 7.2%
EBITDA uUsSm 60.2 65.6 8.9% 51.8 59.8 15.5%
Cash margin % 50.3% 52.4% 4.2% 46.5% 50.1% 7.7%
FCF uUsSm 31.1 36.7 18.2% 11.1 20.1 82.0%

EV/EBITDA X - 1.8x - 1.3x

Net debt/EBITDA X - - - R
Sources: Tennyson Securities.

Completion timetable remains on track: Afentra has announced the receipt of Government
approval for the Sonangol transaction, the first of two outstanding acquisitions in Angola. The
company is now working with Sonangol towards final completion of the deal (purely
administrative process) which is expected to occur in late Q4 2023. Meanwhile, in relation to
the Azule acquisition, the company noted it similarly expects Government approval and
completion within Q4 2023, as per previous guidance. Given the two transactions are
connected (the Sonangol deal was restructured to allow room for the Azule purchase), in our
view, Government approval for Azule should be a formality. Lastly, the pro-rata redistribution
of the interests of China Sonangol International in Block 3/05A to the incumbent licence
holders (for nil consideration) has been approved by the Government. This follows China
Sonangol’s earlier decision to withdraw from the licence.

Once all of the above are consummated (year-end), Afentra will hold an enlarged 30% (vs 4%)
in flagship Block 3/05 and 21.33% (vs. 4%) in adjacent Block 3/05A, with total working interest
production of ~6 kboepd and 2P + 2C reserves of 53 mmboe. We forecast an aggregate cash
outflow on closing of ~USS50m (for Sonangol and Azule) — funded with existing cash and
available debt (*USS$100m undrawn on RBL at H1 2023) — resulting in PLC net debt of ~US$34m
at year-end (~0.5x FY24e EBITDA). An overview of the transactions is detailed in Figure 2,
below.

Improved Block 3/05 fiscal terms unveiled: Alongside the transaction update, Afentra also
confirmed that improvements to the Block 3/05 fiscal terms have now been approved by
Executive Decree. This follows the extension of the licence term to 2040 earlier in the year.
The enhancements materially improve contractor take and will become effective on execution
of an addendum to the PSA which is expected to occur in December 2023. In a fresh reserve
report adjusting for the changes, ERCE estimates an increase in PV10 reserves (2P) to
USS255m (equivalent to 95p/shr), compared to USS215m (80p/shr) under the old regime. The
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tax improvements reflect an acknowledgement by the Government of the need for fiscal
reform to encourage fresh investment and follows similar changes on other blocks in country.

New fiscals drive NAV & CF upgrades, despite marginally lower oil price: We have worked the
new Block 3/05 fiscal terms into our CF forecasts and NAV (summarised in Figures 1, 3 & 6), as
well as the recent downward move in the Brent forward curve for FY23-25 (since our last
publication in Sept 23). The net result is a 31% & 24% uplift in Core NAV & Total NAV to 43p &
76p, respectively. In addition, our FY24-25e EBITDA moves up 9-16% to USS66-60m. With
Afentra shares trading on a P/NAV of 0.4x and an EV/EBITDA multiple of 1.8-1.3x FY24-25, we
continue to see significant scope for a re-rating at current levels — with less than full value
attached to the existing assets, let alone the future potential of Afentra’s acquisition platform.

Figure 2: INA, Sonangol & Azule transaction breakdown — Blocks 3/05 & 3/05A

-_“_

Detailed acquisition structure

Working interest acquired 5.33%1 14% 0% 16%* 21.33%1
Effective date 30-Sep-21 20-Apr-22 31-0ct-22 -

Completion date (expected) 05-May-23 (Q4 2023) (Q4 2023) (Q4 2023)

Initial consideration $m ] 3 56 - 475 1 1125 4
Licence extension payment $m 10° - - - - - 10 -
Ear?mepr:tim linked contingent $m Up to 6 . Up to 355 . Upto 218 - Upto 62 =
Fuure doveopmentsnked g : o : : : Upto 15° : Upto20
Total Consideration $m Upto 256 Upto8 Upto 91 - Upto 68.5 Upto 16 Upto 184.5 Upto 24

* Assumes that the default China Sonangol interests have been redistributed pro-rata amongst existing Partners, increasing Afentra’s interest in Block 3/05A from 4% to 5.33% (post-INA) and from 16% to 21.33% (post-Azule)
#The Sonangpl Acquisition also includes the acquisition of a 40% W1 in exploration Block 23 for a consideration of $0.5m

* Block 3/05 licence term was extended to 2040 on 17 May 2023 satisfying a condition precedent for the Sonangol Acquisition and triggering the contingent payment of $10m to INA

* Payable as $2m per annum, over 3 years, and paid as a 30% share of revenue upside above Brent price of $65,/bbl

* Payable as $3.5m per annum over 10 years commencing 1 January 2023, subject to minimum Brent price of $65,/bbl and minimum annual production of 15,000 bbl/d

© Payable on a sliding scale above a Brent price of $75/bbl with an annual cap of $7m over the years 2023, 2024 & 2025

7 Subject to successful development of existing discoveries and a minimum Brent price of $65,/bbl

£ Payable 1 year from first oil date and split equally between Caco-Gazela and Punja ($7.5m each), subject to annual average Brent price of US$75/bbl and minimum average annual production of 5 kbbl/d from bath fields

Source: AET.
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Figure 3: Valuation table

NET ASSET VALUE
Asset Net Unrisked Risked
mmboe US$/boe usSm p/share CoS uUsSm p/share
Block 3/05 - 2P 33 5.05 166 61.4 100% 166 61.4
Add: net debt - YE23 (34) (12.4) (34) (12.4)
Add: corp overheads (17) (6.1) (17) (6.1)
Add: option proceeds - - -
Core NAV 33 116 42.9 116 42.9
Block 3/05 - 3P 11 5.05 56 20.8 75% 42 15.6
Block 3/05 - 2C 6 3.60 21 7.7 60% 12 4.6
Block 3/05A - 2C 7 8.16 57 21.3 60% 34 12.8
Total NAV 57 250 92.7 205 75.9

Valuation assumptions:

Brent: US$82.7-79.3-75.7-65.0/bbl FY23-24-25-LT

Discount rate 10%.

1.23 US dollar / sterling.

220.1 basic shares, plus zero dilutive options & warrants = 220.1m fully diluted.
Source: Tennyson Securities.

Figure 4: Sensitivity table — Total NAV at various long term oil price assumptions (2026 onwards)
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Source: Tennyson Securities.

Figure 5: DCF model of 2P reserves
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Source: Tennyson Securities.
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Figure 6: Financial summary — P&L, cash flow and balance sheet

FYE 31ST DEC 2021 2022E 2023E 2024E 2025E
WI production kbopd - - 0.4 5.4 5.4
Entitlement share % - - 70.3% 80.0% 80.0%
Entitlement production Kbopd - - 0.3 4.3 4.3
Average realised price USS/bbl - - 82.7 79.3 75.7
Revenue USSm - - 9.2 125.1 119.3
Operating costs UsSm - - (4.2) (54.0) (54.0)
USS$/boe - - 26.7 27.4 27.4
G&A costs UsSm (2.0) (5.2) (5.5) (5.5) (5.5)
USS$/boe - - 34.9 2.8 2.8
EBITDA Us$m (2.0) (5.2) (0.5) 65.6 59.8
EBITDA margin USS/boe - - (6.0%) 52.4% 50.1%
DD&A UsSm (0.2) (0.2) (0.9) (10.8) (10.8)
Other UsSm (2.7) (3.5) (1.0) - -
Decommissioning provision UsSSm - - (0.2) (2.0) (2.0)
Finance expense, net ussm (0.0) (0.1) - (7.4) (5.8)
Profit before tax usSm (5.0) (9.1) (2.6) 45.3 41.2
Income tax UsSm - - - - -
Net income USSm (5.0) (9.1) (2.6) 45.3 41.2
Adjusted EPS (fully diluted) c/shr (2.27) (4.13) (1.17) 20.61 18.70
Profit before tax uUsSm (5.0) (9.1) (2.6) 45.3 41.2 -
Cash flow reconciliation ussm 0.3 0.4 1.0 20.2 18.6
Working capital movements UsSm 0.2 2.0 - - -
Interest paid, net usSm (0.0) 0.1 - (7.2) (5.6)
Tax paid USSm - - - - -
Net operating cash flow usSm (4.5) (6.6) (1.5) 58.4 54.2
Cash flow margin USS/boe - - (9.8) 29.6 27.5
Capex (including ABEX) ussm (0.2) (0.1) (1.2) (15.0) (27.9)
Acquisitions usSm - (0.0) (60.4) (6.7) (6.1)
Free cash flow usSm (4.7) (6.8) (63.1) 36.7 20.1
Debt movement, other USSm (0.2) (10.4) 59.0 (12.0) (12.0)
Share issuance ussm - - - - -
Net increase (decrease) in cash USSm (5.0) (17.2) (4.1) 24.7 8.1
Cash USSm 37.7 30.6 26.5 51.2 59.3
Total assets UsSm 60.0 52.9 114.2 149.7 177.1
Debt UsSm - - 59.0 47.2 35.4
Other liabilities & decommissioning ussm 1.1 3.1 7.9 9.9 8.0
Shareholder equity USSm 58.9 49.8 47.2 92.6 133.7
Total equity & liabilities UsSm 60.0 52.9 114.2 149.7 177.1
Adjusted P/E X - - - 1.8x 2.0x
EV/EBITDA X - - - 1.8x 1.3x
FCF yield* % - - - 53.3% 32.3%
Net debt / EBITDA trailing X - - - - -

Source: Tennyson Securities. *Underlying FCF, adjusted for acquisition costs.
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COMPANY BACKGROUND/OVERVIEW:

SWOT ANALYSIS:

Afentra PLC (DEC LN) was formed in 2021 through a
management and shareholder restructuring of Sterling
Energy, an AIM listed cash shell. The company is led by CEO
Paul McDade, previously CEO of Tullow Oil, with support
from COO lan Cloke and CFO Anastasia Deulina — both of

whom worked at Tullow.

The company entered Angola in 2022 in back-to-back deals
with Sonangol and INA, for an aggregate initial consideration
to up to US$102.5m. A follow on deal with Azule Energy
occurred the following year. Through these transactions the
group holds a 30% interest in Block 3/05 and 21.33% in

adjacent Block 3/05A.

The company’s strategy is to build on this platform to expand

further in Angola and the wider region.

Weaknesses
Dependence on single asset for CF
Non-operated interests

Strengths

Free cash flow generating

Proven management, Africa experience
Existing infrastructure, low capital intensity
Low decline, long life assets

Significant OIP

Threats
Rising acquisition costs
Country / political risks

Opportunities

Further accretive acquisitions

Low cost, high return development
Potential to boost recovery factor
Build closer relationship with Sonangol
Emission reductions

PRODUCTION & RESERVES: ANGOLA ASSET MAP:
AET’s WI production: 6 kboepd
AET’s WI audited 2P reserves: 32.9 mmboe
Reserve replacmnt ratio (H1 2023): ~150%
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SHAREHOLDERS: MANAGEMENT & BOARD:
Top shareholders:
Askar Alshinbayev 21.9% Jeffrey MacDonald, Non-Exec. Chairman: Former MD at PE firm First Reserve, with a
Denis O’Brien 7.2% focus on oil & gas. Former CEO/founder of UK-focused E&P Caledonia O&G.
Kite Lake 6.1%
Athos Capital 3.1% Paul McDade, CEO: Petroleum engineer with 35 years’ experience inc. 19 years with
David Newlands 3.1% Tullow as COO and then CEO. Left Tullow in 2019 and co-founded Afentra in 2021.
lan Cloke, COO: Geoscientist with 25 years’ oil industry experience, including 10 years
at Exxon and 15 years at Tullow. Left Tullow in 2020 and co-founded Afentra in 2021.
Director interests: Anastasia Deulina, CFO: Former energy investment banker and finance specialist.
Anastasia Deulina 0.5% Previously Group Head of Strategy, Planning & M&A at Tullow.
lan Cloke 1.0%
Paul McDade 1.4% Gavin Wilson, NED: Investment Director at Meridian Capital, a HK based investment
Gavin Wilson 1.4% firm. Founder and former manager of RAB Energy and RAB Octane funds.

Source: Tennyson Securities, Afentra, Bloomberg, ERCE.
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DISCLAIMER

RECOMMENDATIONS HISTORY

Market index : FTSE AIM ENERGY
Date Market Share Target Opinion
Index Price Price
level (p) (p)
AET FTSE AIM ENERGY
30 Aug 2022 1496.99 33.0 40 BUY
18 Sept 2023 745.25 24.3 60 BUY
9 Nov 2023 654.40 30.2 75 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”).

MAIJOR 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.
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