`Marketing Communication
Your Capital is at Risk
29 April 2020
Stock Data
Share Price:

0.07p

Market Cap.:

£3.1m

Shares in issue:
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Baron Oil Plc
Baron today announced its final results and an update on its key areas of operation in Timor
Leste, Peru and the UK for the year ended December 2019. In a separate release, the company has
also announced a potentially exciting Work Sharing and Confidentiality Agreement with a large
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Firth (IMF) region of the North Sea.
For the twelve months ended 31 December 2019, Baron announced a loss after tax of £1.674m

Activities

(2018: £3.28m). However, the majority of this headline loss relates to an asset impairment charge
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region of the UKCS.

for the company’s 8% interest in UKCS Licence P1918 containing the Colter South prospect. Group

Share price performance

administration was reduced from £0.59m in 2018 to only £0.442m in 2019 and the cash balance at
the end of the year was £0.347m. However, this has been augmented significantly since the yearend by a successful £2.5m (gross) fund raising in February 2020 which is sufficient to fund
Baron’s proposed work programmes through 2020 and into 2021.
The TL-SO-19-16 PSC otherwise known as the ‘Chuditch’ PSC in Timor Leste was awarded in
November 2019 and progress in-country has accelerated in 2020. In early April, Baron executed a
Shareholder’s Agreement (SHA) with SundaGas Resources Pte. Ltd (SundaGas) governing the
operation of SundaGas (Timor-Leste Sahul) Pte. Ltd (SundaGas TLS) in which Baron holds a
33.33% interest. SundaGas TLS’s sole asset is a 100% shareholding in SundaGas Banda Unipessoal
Lda., the operator of Chuditch. SundaGas Banda Unipessoal holds a 75% interest in Chuditch
providing Baron with an indirect interest of 25% in the PSC.

Source: London Stock Exchange website
Past performance is not an indication of

Early resource estimates by Shell pertaining to several structures within the Chuditch PSC,
termed the ‘Greater Chuditch’ area, indicate total gross mean gas in place (GIIP) of 2.3 TCF with

future performance.

recovery rates expected to be in the range 55%-75%. As such, current internal estimates indicate
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that gross mean recoverable gas resources could be as much as 1.7 TCF. More information is
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In Peru, Baron is still keen to drill the El Barco-3X well (Baron: 100%) which would involve the
introduction of a drilling partner to the proposed work programme. However, plans are currently
in hiatus as a consequence of the Covid-19 pandemic restricting the movement of both personnel
and equipment. Given the current unprecedented level of volatility in the oil and gas sector, we
believe that the suspended status of activities in Peru could actually provide Baron with the
opportunity to concentrate near term efforts more on the gas opportunities within the portfolio
until a degree of relative stability returns to global crude markets.
In the UK, the latest analysis indicates that a further appraisal well is required to better define the
oil resources identified within the Colter South prospect on UK Licence P1918. The current low oil
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price environment also suggests that efforts to bring in a new drilling partner are unlikely to be
successful and under IFRS6 rules, the entire carrying amount for Colter has been impaired in
Baron’s 2019 accounts as outlined above. The status of adjacent onshore licences PEDL330 and
PEDL245 is also being reviewed in a similar context and we believe these now represent non-core
assets for Baron.
In the IMF, Baron relinquished its 15% interest in Licence P2470 at the end of March 2020 as
expected, but retained the same stake in P2478 where the JV partners, Corallian (operator),
Baron and Upland Resources have signed a Work Sharing Agreement with a prominent (as yet
unnamed) European E&P company. Under the terms of the agreement, the JV partners will cease

TPI acts as joint broker to Baron Oil Plc.

marketing a joint farm-out agreement to the wider industry until 30 September 2020. Instead,
the interested party will complete its own technical assessment of the acreage over this
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exclusive period and share its findings with the JV partners. Exclusivity may be extended until
31 December 2020 in the event that the interested party wishes to negotiate a formal farm-in
agreement. In the event that the third parties’ technical work suggests significant potential
resources to be present on the licence and a farm-in is agreed, we believe that the value of
Baron’s interest could increase significantly.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF AMERICA,
JAPAN, CANADA OR AUSTRALIA.
Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”). The analyst
who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a relationship with the company
covered in this report. Accordingly, the report has not been prepared in accordance with legal requirements designed to
promote the independence of investment research and is not subject to any prohibition on dealing by TPI or its clients ahead of
the dissemination of investment research. TPI manages its conflicts in accordance with its conflict management policy. For
example, TPI may provide services (including corporate finance advice) where the flow of information is restricted by a
Chinese wall. Accordingly, information may be available to TPI that is not reflected in this document. TPI may have acted
upon or used research recommendations before they have been published.
Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document. Any opinions expressed in this document are
those of TPI’s research analyst. Any forecast or valuation given in this document is the theoretical result of a study of a range
of possible outcomes and is not a forecast of a likely outcome or share price. The value of securities, particularly those of
smaller companies, can fall as well as rise and may be subject to large and sudden swings. In addition, the level of
marketability of smaller company securities may result in significant trading spreads and sometimes may lead to difficulties
in opening and/or closing positions. Past performance is not necessarily a guide to future performance and forecasts are not a
reliable indicator of future results. AIM is a market designed primarily for emerging or smaller companies and the rules of this
market are less demanding than those of the Official List of the UK Listing Authority; consequently AIM investments may not
be suitable for some investors. Liquidity may be lower and hence some investments may be harder to realise.
Specific disclaimers
TPI acts as joint broker to Baron Oil Plc (“Baron”) which is listed on the AIM Market of the London Stock Exchange (“AIM”).
TPI’s private and institutional clients may hold, subscribe for or buy or sell Baron’s securities. Opinions and estimates in this
document are entirely those of TPI as part of its internal research activity. TPI has no authority whatsoever to make any
representation or warranty on behalf of Baron.
General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research” in
accordance with the FCA definition. The contents are based upon sources of information believed to be reliable but no
warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion reflects TPI’s
judgement at the date of publication and neither TPI nor any of its directors or employees accepts any responsibility in respect
of the information or recommendations contained herein which, moreover, are subject to change without notice. Any forecast
or valuation given in this document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a
likely outcome or share price. TPI does not undertake to provide updates to any opinions or views expressed in this document.
TPI accepts no liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document
or its contents or otherwise arising in connection with this document (except in respect of wilful default and to the extent that
any such liability cannot be excluded by applicable law). The information in this document is published solely for information
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments.
The material contained in the document is general information intended for recipients who understand the risks associated
with equity investment in smaller companies. It does not constitute a personal recommendation as defined by the FCA or take
into account the particular investment objectives, financial situation or needs of individual investors nor provide any
indication as to whether an investment, a course of action or the associated risks are suitable for the recipient. This document
is approved and issued by TPI for publication only to UK persons who are authorised persons under the Financial Services and
Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the rules of the Financial
Conduct Authority. This document may not be published, distributed or transmitted to persons in the United States of America,
Japan, Canada or Australia. This document may not be copied or reproduced or re-distributed to any other person or
organisation, in whole or in part, without TPI’s prior written consent.
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