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BBG Ticker: LGO LN Price: 2.45p Mkt Cap: £10.3m BUY
Year to Revenue EBITDA PBT EPS EV/Sales EV/EBITDA P/E
Dec (£'000) (£'000) (£'000) (p) (x) (x) (x)
2014A 9,211.0 (2,747.0) (5,112.0) (0.2) 1.3 n/m (10.2)
2015A 9,475.0 (4,280.0) (11,473.0) (0.4) 1.3 n/m (7.0)
2016E 6,313.0 15.7 (1,283.0) (0.0) 1.9 761.0 (798.9)
2017E 10,715.2 2,638.7 1,684.7 0.0 1.1 45 1,355.1

SOURCE: Company Data, VSA Capital estimates.

Turning the Corner

Following the restructuring of its balance sheet in December 2016 and the
20 for 1 share consolidation in early March, LGO Energy (LGO)* now
appears to have turned the corner and preserved its reputation as an
operator in Trinidad. It is now refocusing its efforts on the Goudron Field
development plan and looking to capitalise on its acreage position in the
South West Peninsula.

Goudron Field Development Underway

Following the completion of its refinancing with Lind Partners in December
2016, LGO was able to repay its senior loan facility with BNP Paribas
allowing it to access previously restricted funds in Trinidadian dollars and
begin the drilling of infill production wells in the Mayaro Sandstone
formation of the Goudron Field, which is estimated to contain 2P reserves
of 11.8mmbbls. Despite the challenges it faced LGO maintained production
from the Goudron field through 2016, averaging 425bbls/d.

LGO has now mobilised a rig to begin drilling the first two wells of a planned
10 well shallow programme as it begins to ramp up production, with the
cash flow from each well contributing to the remainder of the programme.

LGO also plans a full field enhanced oil recovery waterflood development at
Goudron targeting over 60mmbbls of independently verified 3C resources.
A low cost waterflood pilot programme, using wells already drilled, should
be underway later this year.

South West Peninsula Offers Additional Value

Further to its development programme at Goudron, LGO has significant
potential to add material upside from exploration in its South West
Peninsula leases. Given Trinidad’s history as a prolific petroleum province
we view this as a particularly exciting area with reduced geological risk.

Recommendation and Target Price

We initiate coverage on LGO with a BUY recommendation and 22p target
price, in line with our risked NAV using 12% WACC and a USS$50/bbl flat
long-term oil price.

Company Description

LGO is a junior oil & gas production and development
company focussed on the island of Trinidad

One Year Price Performance
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Market: LSE AIM
Price target: 22p
Shares in issue: 418.4m
Free float: 77.6%
Net debt (2016e): CE£lm
Enterprise value: £12.0m

Next news:

FY 2016 Results

Major shareholders
Barclayshare Nominees Ltd
TD Direct Investing

HSDL Nominees Ltd

11.7%
10.4%
7.2%

Edward Vaughan, Equity Analyst, Oil & Gas
+44 (0)20 3617 5184 | evaughan@vsacapital.com

#VSA Capital acts as Research Provider to LGO Energy.

This research brochure is a MARKETING COMMUNICATION. It is not investment research and has not been prepared in accordance with legal requirements
designed to promote investment research independence and is also not subject to any prohibition on dealing ahead of dissemination of investment research.
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Valuation
Methodology

The value in LGO lies in the development of its Goudron Field, through primary production and enhanced oil recovery
(EOR), and exploration and development on its South West Peninsula (SWP) leases, in which LGO owns a majority 80%
working interest (WI) and which we believe can create shareholder value in both the short and medium term. We have
valued LGO in three main steps.

e Infill drilling of the Mayaro reservoir
e A pilot EOR waterflood scheme followed by a full-field EOR project over the Goudron Field
e Exploration and development over the South West Peninsula

Therefore, we felt the best way to capture the full value of LGO was to produce an asset by asset NAV on a per barrel
basis applying detailed DCF modelling for each of the above developments, based on our own assumptions, data from
analogous fields and company guidance.

In its most recent Contingent Person’s Report (CPR) update carried out by Deloitte in June 2016 LGO’s proven and
probable (2P) reserves at Goudron increased to 11.8mmbbls (2015: 7.2mmbbls) relating to the Mayaro Sandstone and
deeper C-Sand reservoirs, to which we have applied our per barrel NAV. We have followed a similar process for the
full-field waterflood programme based on the 2C contingent resource number of 22.2mmbbls from the same CPR but
note that upside remains in the 3C contingent resource number of 63.4mmbbls. Finally we have valued the SWP leases
which are estimated by LGO to have gross un-risked prospective resources of 1.3Bboe. LGO’s wholly owned subsidiary,
Leni Trinidad Limited, recently signed a sales and purchase agreement (SPA) with Beach Oil Field Limited (BOLT) to
acquire its remaining 75% shareholding and, therefore, its operatorship of some of the key SWP leases. This
transaction is expected to complete in March/April 2017 and we assume this is successfully completed for our
valuation purposes. We apply the following factors to reach our risked valuation.

Recovery Factor

Currently the SWP leases do not have a CPR or risked resource estimate. Based on company guidance and data from
the nearby offshore Soldado Field we apply a 15% recovery factor to the un-risked STOIIP of c1.3Bboe.

Discount Rate

We have applied a discount rate of 12% to reflect the fact that whilst Trinidad is still a developing nation it has an
established petroleum and fiscal system which is currently undergoing reform to make the terms more favourable for
investors.

Chance of Success

Our risked NAV carries a varying Chance of Success (CoS) across each asset depending on the category of resources the
asset is assigned. As we value the Mayaro infill drilling on a 2P reserves basis of 11.8mmbbl we have assigned a CoS of
50%, this reflects the fact that a significant amount (10.2mmbbl) of these reserves lie in the ‘probable’ category and
the fact the wells to exploit these reserves still require some funding.

On the full-field water flood development we have applied a geological CoS of 30%, which reflects the success of other
waterflood projects in close proximity to Goudron and are interpreted to have very similar characteristics. We also
view the waterflood pilot project as a key component to de-risking the full field project. As the pilot requires relatively
little capex (<USS1m in our assumptions) and has low geological risk we are confident that LGO will successfully
complete the pilot test and in turn provide better visibility on the commerciality of the full field development.
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Whilst SWP is still mostly an exploration play and, therefore, inherently riskier than a development project we have
applied a geological CoS of 20% to reflect our high level of confidence in this region as a proven petroleum province
which sits on trend with the offshore Soldado Fields which Petrotrin was producing 6,000bbls/d from in 2014.
Furthermore LGO already has some production from the shallow reservoirs in SWP removing the risk of the presence
of a source rock. LGO has consistently indicated it expects to farm-out SWP to share the risk and cost in this project.
Our NAV indicates the potential for significant upside in the SWP should LGO successfully meet its stated targets by
defining the resource and find a farm-in partner as this would remove the funding risk over the project.

Funding

Currently LGO’s funding requirements are relatively modest, until it starts a significant drilling campaign. In the short
term LGO will require some additional funds to continue the drilling programme through 2017 and into 2018. At a cost
of only US$0.5m per well, the funding required will be dependent on how quickly the revenue from new barrels
outpace the drilling profile. In our valuation we assume a full 45 well development over the Mayaro Sandstone.

Funding options include both equity placings and further drawdowns from the Lind facility, however, we view this
latter option as unlikely whilst it continues to pay down its first tranche of funding of US$1.825m over the next 24
months.

NAV, Recommendation and Target Price

For our assumptions we use a long-term flat oil price of US$50/bbl and a 12% WACC. We initiate coverage on LGO
with a BUY recommendation and 22p target price.

NAV Summary Table
Gross Net

reserves/ reserves/ Risked Net

resources Recovery Working resources Geological Funding  Reserves NPV Risked Risked
Asset (mmboe) Factor Interest (mmboe) CoS CoS (mmboe) USS$/boe USSm p/share
Goudron - Mayoro 11.80 100% 100% 11.8 50% 100% 5.9 5.1 29.9 5.7
Full Waterflood 22.2 100% 100% 22.2 50% 70% 7.8 2.3 18.2 3.5
South West 1299.00 15% 80% 155.9 20% 30% 9.4 7.5 70.2 13.4
Peninsula
Subtract: SG&A (2.9) (0.5)
Subtract: Debt (1.8) (0.3)
Add: cash FY17 1.5 0.3
Total NAV 22.0

SOURCE: VSA Capital estimates.
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Investment Case

An Established Petroleum Province with Further Potential

Trinidad is a prolific petroleum producing province having produced for over 100 years on land and in shallow water
producing over 3Bbbls. According to the EIA Trinidad’s proven crude oil reserves in 2013 stood at 728mmbbls.
Therefore, LGO is operating in a proven province with a stable fiscal regime (that is set to potentially improve) and is
currently ramping up its already producing assets with a planned EOR scheme on the horizon.

Further to its development programme at Goudron LGO has significant potential to add material upside from
exploration in the SWP and due to the proven geology in the region we do not place it in the same risk category as a
pure exploration play and, therefore, carries less risk.

LGO’s assets are located in the Southern basin, the eastern extension of the prolific Eastern Venezuelan petroleum
province defined by a regionally extensive Upper Cretaceous source rock. These rocks underlie deposits of Paleocene
to Miocene age that account for large oilfields in Venezuela (El Furrial) and Trinidad (Penal-Barrackpore, Angostura).
However, the main source rock across Trinidad is the mudstones of the Miocene Lower Cruse Formation. The
reservoirs in Trinidad are mainly deltaic sandstones of the Miocene and Pliocene, which were charged by the migration
of hydrocarbons along the numerous growth faults associated with the progradation of the Orinoco delta, and also
along vertical faults associated with the wrench fault zones. Similarly, many of the trapping systems are structural with
normal fault traps associated with the 150km wide fault zone of the Caribbean plate.

Trinidad Basins Assessment Trinidad Stratigraphic Column
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Proposed Reform of the Oil and Gas Tax Regime

In its 2017 budget statement the Government of the Republic of Trinidad and Tobago announced it was seeking to
reform its oil and gas regime and has been advised by the International Monetary Fund (IMF) on the matter. In the
wake of low hydrocarbon prices, following the oil price rout, the government is seeking to continue to promote
investment in the sector and reduce the fiscal burden on projects with lower profitability in the lower price
environment.

Trinidad’s current system requires companies operating in the region to pay a government royalty on revenue of
12.5%, petroleum profits tax of 50% and a smaller unemployment levy and green fund levy totalling 5.1%. A
supplementary petroleum tax (SPT) is charged on revenue at prices over US$50/bbl. With oil prices steadily recovering
this has come to be viewed as a potential disincentive to small and medium sized producers, such as LGO. Because the
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SPT comes into effect at prices above USS50/bbl and since the SPT is charged on gross income rather than on profits it
means there is an immediate 18% charge on income from the time the three month average price of crude moves
above USS$50/bbl, effectively meaning it is more profitable to produce at USS49/bbl rather than USS$51/bbl.

In summary, the IMF recommended a number of changes that would benefit companies investing in Trinidad’s natural
resources whilst also securing a fair share of rents for the government by shifting the tax base towards profits and cash
flow rather than gross production or revenue. The IMF recommended a fixed royalty rate of 10-12%, similar to what is
currently in place, to ensure a minimum income stream. On top of this a cash flow tax would be applied to replace the
existing SPT and a reformed PPT, where the rate is reduced and harmonised across projects. Essentially the proposed
new terms by the IMF are intended to make the system more responsive to a project’s profitability. Importantly for
LGO the government is also working on the design of a specific fiscal system for secondary recovery to prevent these
fields from becoming stranded once primary production is exhausted.

Whilst these proposals are currently under active consideration no time frame has been given for its implementation.
Indeed, for our modelling purposes we use the current fiscal terms for guidance and so any improvement in the terms
for both conventional reservoirs and enhanced recovery would represent upside on our current valuation of LGO. So
LGO has significant value without the proposed tax changes and any improvement would be upside.

Management has Steered LGO through Significant Headwinds

As conveyed in the timeline, LGO has faced a difficult past couple of years with operational issues combining with a
low price oil environment. However, management has managed to steer the business through this tough period and
now the company, with a re-capitalised balance sheet, is in a significantly stronger position moving forward. Most
importantly LGO preserved its reputation as a valued operator in Trinidad and paid its trade creditors in country.

The USS$S8.6m convertible funding agreement with Lind Partners was a significant turning point for the company. Not
only did it enable the repayment of the BNP Paribas debt but the refinancing also allowed internal funds to be freed up
and put to work on new shallow wells at Goudron, with cash flow generated being used to service the repayments of
the new facility and contribute to further investment.

LGO Timeline

Qil prices weaken significantly,
but LGO is partially protected by

sliding royalty payments and Progressive settlement with the
Acquired Goudron. Reactivated low operating costs company's trade creditors
70 wells, rebuilt the _ _
infrastructure and drilled 15 Refinancing leading to
new wells competing term sheets for the

No capital to maintain

production at Goudron residual US$3m owed to BNP

BNP Paribas financing in place Paribas

and US$11.8m drawn down -
_— Termination of loan allowed

BNP Paribas freezes Goudron Sustained low oil prices mean no payment of all outstanding
E&Ps bank account and restricts strategic or funding options can trade creditors and commitment
all spending be found to restart drilling at Goudron
2015 - 2016 2017

LGO owes US$16m to secured BNP Paribas released minor
and unsecured creditors

- working capital generated by
Spain producing 125 bopd and free cash ﬂo‘ﬁ’ at Goudlroh to -
application for a 10-year carry out well recompletions

extension lodged with Spanish - Oil prices start to rally and
L autforities P Radical reduction in spending stabalise as OPEC agrees to cut
with reduced staff, director's quotas
forgoing fees and elimination of
discretionary spending
Lost large amount of equipment -
to a stuck-pipe incident in one
of its wells

Production at Goudron rose to
over 2,000 bopd

Covertible facility agreed with
Lind Partners, terminating BNP
Paribas loan default

SOURCE: LGO Energy.
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Furthermore LGO managed to maintain production throughout the period in which it experienced its difficulties with
BNPP and averaged 425bbls/d in 2016. We feel the fact that LGO continued to deliver material production despite such
difficulty highlights the strength of LGO’s operations in Trinidad.

LGO’s Production 2012-2016
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Business Overview

LGO’s operations comprise of the Goudron Field and the  LGO’s Operations Overview
fields within the South West Peninsula (SWP). This

includes the Icacos Oilfield which lies within the Cedros Eivibbehs #ha i "

Peninsular and is surrounded by a number of 100% LGO

owned leases. The BOLT leases which contains the Bonasse . e MATRIRRRES cARIE

Oilfield also lies within the SWP. el A x Slusn 1AL =i
RINIDAD

| Caroni BuIve

1.'

The Goudron Field is 100% owned by LGO and lies \fi
between the East Moruga and Beach Marcelle fields in
south-eastern Trinidad. It has direct access to the
Petrotrin oil export pipeline to the Pointe-a-Pierre refinery
in western Trinidad. The field was originally discovered by
in 1927 and was developed in its current form by Texaco
between 1956 and 1986, when ownership passed to
Petrotrin. A field reactivation contract, Incremental
Production Service Contract (IPSC), was signed in late 2009
and was acquired by LGO in October 2012.

Gu‘

olombus Channel

SOURCE: LGO Energy.

Goudron Field

LGO is currently in the midst of a four phase field development plan after acquiring the field in 2012 as outlined below.
e Phase 1(2012-13, completed) — LGO reactivated existing wells and repaired or replaced infrastructure

e Phase 2 (2014-15, completed) — LGO drilled an eight well C-sand programme in 2014 and a seven well C-sand
drilling programme on the Goudron field in 2015

e Phase 3 (2017, underway) — Infill drilling of the Mayaro shallow reservoir and initiate the pilot Enhanced Oil
Recovery (EOR) scheme

e Phase 4 (2018 onwards) — Roll-out full field EOR project and continue with infill drilling as necessary

LGO incorporated the drilling data from the 2015 drilling campaign as well as production data from wells drilled in
2014 and 2015 to produce an updated reserves and resources report. This work was audited in June 2016 by Deloitte's
Resource Evaluation & Advisory team and as a result the best estimate oil in place (STOIIP) within the field has
increased over 20% since the 2015 independent review to 555mmbbls.

2016 Independently Verified Resource Estimates LGO has also increased its reserve estimate over the
Goudron Field. Proven (1P) gross oil reserves in the
fms;bl ) = - e producing Goudron Mayaro Sandstone and deeper C-sand
mm S
and pre-Cruse reservoirs have increased by over 3% to
Reserves 1.6 11.8 25.6
1.6mmbbls, and the gross proven and probable reserves
Gross 1C 2C 3C X
(mmbbls) (2P) have increased by 4% to 11.8mmbbls. Proved,
Contingent 3.2 22.2 63.4 probable and possible reserves (3P) have increased by 9%
Resources to 25.6mmbbls.
Gross Low Med High
(mmbbls) Phase 3 is currently underway and LGO’s local operating
sTone 210 555 975 subsidiary has now received approval from Petrotrin and
SOURCE: Deloitte the Ministry of Energy and Energy Industries (MEEI) to drill

the first two of its planned Mayaro sandstone infill wells.
LGO is in the process of submitting applications for the
approval of a further eight well locations.
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Further to this it is believed that the Goudron Field would benefit from EOR. Several analogue fields in Trinidad have
implemented a water-flood scheme in the past and, based on experiences seen in those fields, LGO is confident that
similar reserves and production uplift potential exists in Goudron. The 2C and 3C contingent resources, as highlighted
in the table above, illustrate the potential in the planned EOR phase.

Currently, all the oil from around the field is first sent to a gathering station, where water is separated from the oil and
the treated water cleaned and returned to the natural environment. Any solids are collected in the base of the tanks,
but the quantities are generally small and are removed periodically during routine maintenance. The tanks all hold
produced oil and water and the size of the station ensures there is sufficient latency time to get full separation of oil
from the water. Oil is then transported by pipeline to Gathering Station #134, from which sales to Petrotrin are made.

The production strategy of each well is determined individually on the basis of its characteristics. The majority of the
legacy and some of the new wells are being produced by conventional downhole pumps by “nodding donkeys”. All
wells undergo routine and non-routine interventions as necessary. As a result it is likely that there will be some wells
off-line on any one day.

Waterflood Analogues

Analogue fields in Trinidad supplement the Goudron Field dataset. The water injection schemes implemented in the
local fields in Trinidad demonstrate the existing scale of water injection operations in Trinidad, as well as the response
from rock formations of the same stratigraphy as the Goudron Field.

The local fields in Trinidad providing analogue data are all within c25km of the Goudron field. The nearby Navette field
has performed multiple water injection schemes over the past 40 years with a secondary oil recovery factor varying
from 3 to 21%. LGO also used the Beach Marcelle field as an analogue for its waterflood development as both fields
are interpreted to have similar depositional environments to the C-Sand of the Goudron field. However, it should be
noted not all waterflood programmes have delivered upside in Trinidad.

Work Programme Analogue Fields to Goudron
Scheme 007 410 307 main _g
Original Oil in Place 23.85 25.55 36.70
(MMBO) 8
h =
Maygro =
Trindy Y, Havette
Primary Recovery (%) 36.8% 28.1% 31.8% \
~| Goudron
‘ Beach -E
Cumulative secondary 2.6% 16.1% 2.1% Marcelle -
recovery (%)
e
. 3
Ultimate Secondary 4.5% 17.4% 5.5% -
Recovery (%) =
I 1 1
00000 TH0000 T0000

SOURCE: Eco Atlantic SOURCE: LGO Energy.

South West Peninsula

The SWP, where LGO already has shallow production, is significant since the deep onshore area is largely unexplored
and is considered highly prospective due to its close proximity to the prolific East Venezuelan Basin of which the SWP is
geologically a part.
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The only deep onshore well, FRM-1, was drilled in 2008 to a depth of 12,301 feet, found oil shows in the Lower Cruse
and Lengua Formations at around 11,700 feet. The regionally significant Herrera Sandstone formation was not
reached in the FRM-1 well. Structural features offshore the SWP at Soldado have yielded major oil fields, in excess of
200 million barrels, and LGO believe similar structures may lie onshore beneath the SWP. LGO estimate the SWP has a
STOIIP of 1.3Bboe. Boulders of oil saturated Lower Cruse Herrera Sandstones are exhumed by mud volcanoes, such as
at Galpha Point and confirm the presence of the play.

LGO’s SWP Operations Overview
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SOURCE: LGO Energy.

LGO acquired Full Tensor Gravity (FTG) data in 2015 over the entire SWP which has been interpreted alongside a soil
geochemistry survey and the existing well and seismic data which includes a 3D seismic survey over a large portion of
the SWP. The integrated interpretation work has shown the presence of a significant number of undrilled oil and gas
leads and prospects within the SWP which will be further studied prior to a decision to drill.
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Appendix 1: Board of Directors

Neil Ritson — Executive Chairman and Chief Executive Officer

Mr Ritson holds a Bachelor degree in Geophysics. He has worked in the energy sector for over 35 years, initially with
BP, where he held the roles of International Chief Geophysicist, Head of Geoscience Research and Business Unit Leader
for both Norway and Alaska Exploration. Subsequently Mr Ritson managed the international operations of Burlington
Resources Inc and more recently he was CEO at Regal Petroleum before founding the Vanguard Energy Group where
he was Chairman and CEO.

Mr Ritson is the Chairman of Solo Oil plc, the Managing Director of NR Global Consulting Limited and a Director of
Marylebone Consulting Limited. He is also a Non-Executive Director of Enovation Resources Limited, a Bermudan
registered private company active in the UK North Sea.

Fergus Jenkins — Chief Operating Officer

Mr Jenkins is a Chartered Engineer with a Bachelor of Engineering degree in Mining Engineering and a Master of
Engineering degree in Petroleum Engineering. He has over 20 years’ of experience working in industry, initially in
mining before moving to petroleum. Mr Jenkins has held positions in drilling, reservoir engineering and petroleum
engineering and has worked both offshore and onshore. The assets that he has worked on are spread around the
Globe in areas as diverse as the UK, Libya, Nigeria, Ghana, and Cote d’lvoire.

Mr Jenkins has held technical and increasingly senior managerial positions in mid-sized independent oil companies,
including Enterprise Oil, LASMO, CalEnergy, OMV (UK) and Afren. Mr Jenkins is an Executive Director of Solo Oil.

James Thadchanamoorthy — Chief Financial Officer

Mr Thadchanamoorthy holds a Bachelor of Science degree in Chemistry and is a member of the Chartered Institute of
Management Accountants. Mr Thadchanamoorthy has over 20 years’ finance and commercial experience, initially in
investment banking, where he worked for Merrill Lynch and Barclays Capital, before moving into the oil and gas
industry. He spent over 10 years’ at BP where he held a number of commercial and financial management roles in
both the Upstream and Downstream divisions.

Since leaving BP, Mr Thadchanamoorthy has focused on start-up and early stage businesses. He is currently a Director
at Navitas Renewables, a UK registered company where he worked in a fund raising capacity, prior to joining LGO in
January 2012 to head up the Finance team.

Michael Douglas — Non Executive Director

Mr Douglas has worked in the business consultancy sector for 40 years’. He was Managing Partner for PA Consulting
Group’s International People Practice where his responsibilities covered the Group’s Organisational Development, Pay
& Rewards, Search & Selection, Advertising & Development and Process Enhancement activities. Subsequently in 1993
Mr Douglas founded the Quo Group, a consultancy specialising in behavioural change, performance and talent
management, leadership development and executive coaching.

Gordon Stein — Independent Non-Executive Director

Gordon Stein is a member of the Chartered Institute of Public Finance & Accountancy and was the CFO of AIM-traded
Madagascar Oil from June 2013 to October 2016. Mr Stein was previously CFO at Cadogan Petroleum which is an
independent oil and gas exploration, development and production company with onshore gas and condensate assets
in Ukraine. Preceding this, he has been CFO at Vanguard Energy and Regal Petroleum. He has also held senior
financial and operational management positions in Fairfield Energy, Acorn Qil and Gas, LASMO, Monument Oil & Gas,
Centrica and BG. Mr Stein has over 23 years’ experience in the upstream oil and gas sector in the UK and
internationally, including Ukraine, Tunisia, Venezuela, Algeria and Turkmenistan.
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Appendix 1: Trinidad Overview

Demographics
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Economy SOURCE: World Atlas.

Trinidad and Tobago is the wealthiest

country in the Caribbean with a GDP of cUS$17,300 per capita. The country’s wealth has mainly been driven by the
discovery of oil & gas over a century ago. Trinidad has more than 30 producing oil & gas fields, with many of them
offshore. In addition, there is an oil refinery on the island, meaning that Trinidad is an exporter of higher value
processed oil products.

The country is also an exporter of natural gas which has enabled it to become a large producer of ammonia and urea,
both key products for fertilisers. However, the economy has experienced a significant slowdown in the last five years
as energy prices have collapsed and the country has looked to diversify its economy away from oil & gas production.

Trinidad GDP Growth (%) Trinidad Inflation (%)
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SOURCE: World Bank.
Politics

Trinidad gained independence from the UK in 1962. Since then the country has had a stable political system. Keith
Rowley of the People’s National Party has been Prime Minister since 9t September 2016. Both the People’s National
Party and the opposition party are pro-business and are accommodating to foreign companies especially ones in the oil
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sector. However, the fact that Trinidad is located just off the coast of Venezuela has meant that it has become one of
the main gateways out of South America for the cocaine trade. This has resulted in Trinidad having an elevated murder

rate; though this has remained largely within the drug gangs and has not significantly impacted international business

or tourism on Tobago.
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Appendix 2: Financials

Profit & Loss (Reported)

Year End Dec (£000) 2014A 2015A 2016E 2017E
Revenues 9,211.0 9,475.0 6,313 10,715
Cost of Sales (6,263.0) (9,808.0) (2,856) (4,571)
Gross Profit 2,948 (333) 3,457 6,144
SG&A (4,871.0) (4,196.0) (2,937) (2,937)
D&A (1,480.0) (1,732.0) - -
Other Operating (824.0) (2,515.0) (1,283) (1,348)
EBIT (4,227) (8,776) (763) 1,860
Net Interest (1,293) (240) (520) (175)
PBT (5,112) (11,473) (1,283) 1,685
Tax Expense (960.0) 930.0 - (928)
Net Income (6,072) (10,543) (1,283) 756
Cash Flow
Year End Dec (£000) 2014A 2015A 2016E 2017E
EBIT (4,227) (8,776) (763) 1,860
D&A 2,111 5,206 779 779
Changes in WC 2,571 1,985 (3,772) 813
Changes in Other CA and CL (776) (1,213) - -
Income tax paid - - - (928)
Other 824 - - -
Cash flow from operations 503 (2,798) (3,756) 2,524
Capital Expenditure (9,310) (7,202) - (4,320)
Increase in intangibles (1,693) (833) - -
Change in NCA and NCL 908 (34) - -
Cash flow from investing (10,095) (8,069) - (4,320)
New issuance of shares 11,809 9,853 6,380 3,000
Net Debt (Repayment) / drawdown 681 4,287 (5,252) (907)
Net interest charges (1,149) (262) (520) (175)
Other (688) (458) - -
Cash flow from financing 10,653 13,420 608 1,918
Net change in cash 1,061 2,553 (3,148) 122
Cash and cash equivalents, beginning of year 341 1,583 4,127 979
FX differences 181 (9) - -
Cash and cash equivalents, end of year 1,583 4,127 979 1,101
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Balance Sheet

Year End Dec (£000) 2014A 2015A 2016E 2017E
Cash and cash equivalents 1,583 4,127 979 1,101
Inventory 303 309 208 352
Trade debtors 1,280 357 558 946
Other 1,523 2,118 2,118 2,118
Total Current Assets 4,689 6,911 3,862 4,518
Oil & Gas assets 12,173 14,754 13,975 17,516
Intangible assets 11,586 11,477 11,477 11,477
PP&E 2,322 2,690 2,690 2,690
Other 3,083 34 34 34
Total Non Current Assets 29,164 28,955 28,176 31,717
TOTAL ASSETS 33,853 35,866 32,038 36,234
Borrowings 2,915 7,252 2,000 1,093
Trade creditors 4,013 5,081 1,408 2,755
Other 1,412 1,271 1,271 1,271
Total Current Liabilities 8,340 13,604 4,679 5,119
Non Current Liabilities 3,150 1,011 1,011 1,011
Total Liabilities 11,490 14,615 5,690 6,130
Net Assets 22,363 21,251 26,348 30,104
Paid-in Capital 48,801 58,196 64,576 67,576
Retained Earnings (32,169) (42,156) (43,439) (42,683)
Other 5,731 5,211 5,211 5,211
Total 22,363 21,251 26,348 30,104

SOURCE: Company data. VSA Capital estimates.
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Investment Analyst Certification

In my role as a Research Analyst for VSA Capital Limited, | hereby certify that the views about the companies and their securities discussed in this report
are accurately expressed and that | have not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views in this report.

Non-Independent Research

This is a marketing communication. It is non-independent research as it 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 ahead of the dissemination of investment research.

Important Disclosures
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arrangers with, or has provided investment banking services to, LGO Energy, or has been party to such an agreement within the last twelve months, and
is solely for, and directed at, persons who are Professional Clients as defined under Annex Il of the Markets in Financial Instruments Directive, Directive
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This research report is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. It is being supplied to you solely
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written consent.
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has therefore not been approved by an authorised person, as would otherwise be required by Section 21 of the Financial Services and Markets Act 2000
(the "Act"), as amended by The Financial Services and Markets Act 2012.

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options,
futures or other derivatives related to such securities.

The information and opinions contained in this research report have been compiled or arrived at by VSA Capital Limited (the "Company") from sources
believed to be reliable and in good faith but no representation or warranty, express or implied, is made as to their accuracy, completeness or
correctness. All opinions and estimates contained in the research report constitute the Company’s judgments as of the date of the report and are
subject to change without notice. The information contained in the report is published for the assistance of those persons defined above but it is not to
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futures and other derivative instruments based on these securities or commodities.

Not all of the products recommended or discussed in this research report may be regulated by the Financial Services and Markets Act 2000, as amended
by The Financial Services and Markets Act 2012, and the rules made for the protection of investors by that Act will not apply to them. If you are in any
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specialises in advising on securities of the kind described.

The Company does and seeks to do business with the companies covered in its research reports. Thus, investors should be aware that the Company may
have a conflict of interest that may affect the objectivity of this report. To view our policy on conflicts of interest and connected companies, please go
to: http://www.vsacapital.com/policies/conflict-of-interest-policy.

VSA Capital acts as Research Provider to LGO Energy, and is therefore classed as a connected company.
Investors should consider this report as only a single factor in making their investment decision.

The information in this report is not intended to be published or made available to any person in the United States of America (USA) or Canada or any
jurisdiction where to do so would result in contravention of any applicable laws or regulations. Accordingly, if it is prohibited to make such information
available in your jurisdiction or to you (by reason of your nationality, residence or otherwise) it is not directed at you.

Definition of Ratings

VSA Capital Limited uses the following stock rating system to describe its equity recommendations. Investors should carefully read the definitions of all
ratings used in each research report. In addition, since the research report contains more complete information concerning the analyst’s views,
investors should carefully read the entire research report and not infer its contents from the rating alone. In any case, ratings (or research) should not
be used or relied upon as investment advice. An investor’s decision to buy or sell a stock or investment fund should depend on individual circumstances
and other considerations.

VSA Capital Limited’s recommendations are defined as follows:

BUY: The stock is expected to increase by in excess of 10% in absolute terms over the next twelve months.
HOLD: The price of the stock is expected to move in a range between -10% and +10% in absolute terms over the next twelve months.
SELL: The stock is expected to decrease by in excess of 10% in absolute terms over the next twelve months.

In addition, on occasion, if the stock has the potential to increase by in excess of 10%, but on qualitative grounds rather than quantitative, a
SPECULATIVE BUY may be used.
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