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Catalyst for growth

An excellent deal underpins the value in
Aurelian.

Investment Case

= With equity and debt markets increasingly
restrictive to new cash, the strength of the
new shareholder really cements Aurelian's
position in Central Europe

= Introduction of a significant regional
investment house, at a premium to current
share price, provides excellent foundation.

= An excellent catalyst for Aurelian’s further
growth in an increasingly important
hydrocarbon region.

Tim Heeley - Equity Analyst +44 (0)20 7776 6933 tim.heeley@danielstewart.co.uk

Counterparty

Upside

Buy 236%

Price 23.75p
Target Price 80p
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Shares in issue 135.6m
Net Debt (Cash) €10m (est. year end 08)
Market Cap £57m
Enterp. Value £50m
Next Event Romanian Drilling Results

Forecasts 08/06A 08/07 08/08E 08/09E

Turnover (€m) 04 2.8 35 3.2
EBITDA (€m) (2.6) 32 20 1.8
Net inc. (€m) (23) (69 (23) (28
DSC EPS (p) 17 @41 (1.3) (.7

DPS (p) n/a n/a n/a n/a
Ratios 08/06A 08/07 08/08E 08/09E
EV/DACF 65 67 27 AT
EV($)/2P boe - 67 97 146

Company Description

Aurelian Oil and Gas is an E&P company
focused on central Europe. It has small
production in Romania the future growth will
come from excellent development prospects in
Poland and exploration drilling across its asset
base.
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New Shareholder

Counter party risk absolved.

New Shareholder
In our recent note on sector turbulence we discussed briefly the new risk to

companies share prices becoming vulnerable to counter parties falling into difficulties.

One particular example of this was Aurelian and its majority shareholder Ospraie, a
US hedge fund, which liquidated one of its funds last month. To this end, Aurelian
has achieved a master stroke and has taken the opportunity to bring on board a
significant Central European investment group, Kulczyk Investment House, at a 68%
premium to the recent share price with Kulczyk agreeing to buy Ospraie’s stake,
totalling 17.8mn shares, for 40p, a price last seen in late July.

Our opinion

Not only does this remove the overhang and selling risk of this significant stake,
reducing shorting potential within the stock, but also brings on board a strong
regional investor for the future; especially as the fund is quoted as saying it looks to
increase its investment in the near term.

This is an excellent catalyst for further growth in an increasingly important
hydrocarbon region and to complement this news we anticipate further news on the
ongoing Romanian drilling campaign towards the year end.

We maintain our buy and 80p price target.
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Counter party risk is a new risk for
commodity focused stocks

Ospraie stake has been taken by
Kulczyk Investments, at a premium to
the market.

Catalysts for further growth



Disclosure Checklist

Company Code Disclosure

Aurelian Oil and Gas AUL.L 3

Source: Daniel Stewart

1. Within the past twelve months Daniel Stewart & Co plc and/or its affiliates has managed or co-managed a public offering for this Company, for which it
received fees or the promise of fees

Daniel Stewart & Co plc and/or its affiliates act as corporate broker or nominated advisor to this Company

Daniel Stewart & Co and/or its affiliates act as financial advisor to this company

Daniel Stewart & Co plc and/or its affiliates regularly hold/may hold in future trading positions (which may include options) in this Company
Daniel Stewart & Co plc and/or its affiliates holds more than 5% of the securities of this Company

The Company holds more than 5% of the securities of Daniel Stewart & Co plc and/or its affiliates

S AT T o

Daniel Stewart & Co plc and/or its affiliates may currently be providing, expects to provide within the next three months or may have provided within the
previous twelve months, investment banking services to this Company, which have given rise to payment or the promise of payment

8. The author and/or an individual responsible for production of this report has direct ownership of stock in this Company
9. The author responsible for the production of this report received or purchased shares in the issuer, prior to a public offering of the shares.
10. Daniel Stewart and Company is party to an agreement with this company for the publication of research on it

11. This research note has been disclosed to the Company, with resulting amendments, prior to its dissemination

The Daniel Stewart recommendation structure is based on relative upside/downside to target price. The target price is set on a rolling 12 month view. Upside or
downside of 10% or more is categorised as Buy or Sell respectively, and less than 10% a Hold.

Although reasonable care has been taken by Daniel Stewart & Co plc to ensure the facts stated and opinions given and projections made in this document are fair
and accurate, Daniel Stewart & Co plc has not independently verified all the information given in this document.

Any comments contained in this document are intended only for those private investors and business customers of Daniel Stewart & Company Plc to whom it has
been distributed. In the event that any such person should come into possession of this document, it is recommended that they should seek independent advice
from a suitably qualified professional advisor before taking any decisions in relation to the investments detailed herein. The investments mentioned in this
document may not be suitable for all recipients or be appropriate for their personal circumstances. The information in this document is believed to be correct but
cannot be guaranteed. Opinions constitute our judgement as of this date and are subject to change without warning. The views expressed in this report accurately
reflect the personal views of the author as at the date of the report. The author did not receive compensation or other payments in connection with the specific
recommendations or views expressed herein. This document is not intended as an offer or solicitation to buy or sell securities. Daniel Stewart & Company, its
officers and employees may have positions in the securities mentioned herein. Past performance is not necessarily indicative of future performance and the value
of investments may fall as well as rise and the income from them may fluctuate and is not guaranteed. Clients may not recover the amount invested. Some
securities carry a higher degree of risk than others. The levels and basis of taxation can change. When we comment on AIM or PLUS Markets shares you should
be aware that because the rules for these markets are less demanding than those of the Official List of the London Stock Exchange the risks are higher. There is a
higher risk of losing the money you have invested. Furthermore, the marketability of these shares is often restricted, you may have difficulty in selling your shares
and there is often a big difference between the buying and selling price so that if you have to sell them immediately after purchase you may get back much less
than you paid for them. If you are in any doubt, you should consult your investment advisor.

Daniel Stewart & Co plc may actually or may seek to do business with companies covered in its research reports. The firm’s policy on managing actual or potential
conflicts of interest and other relevant disclosures may be found in our Research Note Policy statement on our website www.danielstewart.co.uk/research/legal.asp

Distribution of Ratings
All Companies Of which are Investment Banking Clients in the last 12 months
Buy 80% 35%
Hold 13% 19%
Sell 7% 0%
'data as of Q2’08 30 June 2008

The contents of this document have been prepared by, are the sole responsibility of and have been issued by Daniel Stewart & Company Plc for the purpose of
section 21 of the Financial Services and Markets Act 2000.

Authorised and Regulated by the Financial Services Authority. ~Sept 08
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Production
Counterparty

Key Assumptions Major Shareholders
» Conservative gas price assumptions Kulczyk Investments 13.2%
R . . Blue Ridge 9.58%

= [rezk/Siekierki major focus Millormium 0.24%

= Further exapnsion across core area expected AXA 7.44%
Ingalls and Snyder 7.07%
M Donnelly 6.33%

Income 08/06A 08/07A 08/08E 08/09E M Seymour 5.18%

Sales (€m) 0.4 2.8 3.5 3.2 Ospraie Master Fund 4.8%

EBITDA (DSC) (2.6) 3.2 2.0 1.8

EBIT (DSC) (3.3) (7.7) (3.1) (2.3)

Net income (DSC) (2.3) (6.9) (2.3) (2.8)

EPS (DSC) (1.7) (4.1) (1.3) (1.7)

DPS(p) n/a n/a n/a n/a

Cash Flows (€m) 08/06A 08/07A 08/08E 08/09E

Op. CF (0.8) 2.5 55 5.0

Investing CF (8.3) (28.6) (9.8) (14.0)

FCF 9.1) (26.1) (4.3) (9.3)

Balance Sheet (Em) 08/06A 08/07A 08/08E 08/09E

Fixed Assets 14.9 32.1 38.9 51.6

Current Assets 57.9 33.1 31.3 24.6

Current Liabilities 1.5 5.8 9.30 12.7

Net Assets 65.5 56.4 57.9 60.0

Net Cash 56.5 29.3 249 15.7

Recent News / Events Management Team

Drilling success in Romania David Prior- NEC

Farm out to Romgaz Michael Seymour — CEO

New Significant Shareholder Frank Jackson — Commercial Director

Daniel Stewart Becket House, 36 Old Jewry Lowry House, 17 Marble Street B e A e A
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