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Buy, target price 75p

Site Visit — Romania & Poland Exploration

Company Statistics

Background

Aurelian Oil & Gas is active in the re-emerging central and southern European
oil and gas markets. It owns a portfolio of exploration and production assets
located in Poland, Romania, Slovakia and Bulgaria. The company is
undertaking a series of exploration activities initially in Romania, Bulgaria and
Poland to prove up reserves prior to their development.

The company farmed into the Sucaeva block in Romania in September 2006. It
is earning a 50% interest by acquiring 150km of 2D seismic data and drilling
the first shallow well. The seismic survey identified several AVO anomalies that
the company is targeting during 2007-2008.

Energia Zachod (90% subsidiary of Aurelian Oil & Gas Poland) has 100%
interest in the two Poznan East blocks. The concessions were granted in
February 2003 for a period of six years. Aurelian acquired seismic in TH06
which determined the location of the well Trzek-1 well which was spudded on
March 7, 2007. The well will take out three and a half months to drill, with first
indications expected in mid-June.

Event

The company has embarked upon 2007 exploration drilling program in its
Brodina block in Romania, the Poznan East block in Poland and the Golitza
block in Bulgaria. The Polish and Bulgarian exploration activities will have a
significant impact for Aurelian should they prove successful, whilst the
Romanian AVO wells will add some reserves.

In Romania during 2007, the company will drill a portfolio of shallow and deep
wells. The shallow wells have approximately 50% chance of success, but are
targeting smaller potential reserves. The deeper wells are higher risk, but have
greater reserve potential. These will be drilled in 3Q07 and 4Q07. The
company has spudded the shallow gas well Radauti East-1 well and results are
expected in late April. This will be followed by two other shallow wells Abore
and Donesti.

In Poland, the deep gas well Trzek-1 has started drilling with first indications
expected by mid-June. The well is considered to be a low risk appraisal well,
with significant reserve potential in a tight oil and gas play. Bulgaria is a wild
cat deep well targeting a large untested structure. This is a high risk well in
which Aurelian has a 50% interest.
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Share Price (p) 55.00
Shares Outstanding (mn) 134.2
Warrants and Options 12.0
Fully Diluted Shares (mn) 146.2
Market Capitalisation (£ mn) 73.8
Average Daily Turnover (£ '000) 120.2
Net Debt/(Cash) (£ mn) -34.0

Minorities (£ mn) - -

Enterprise Value (£ mn) 39.8

52-week High (p) 59.75

52-week Low (p) 37.00

Website http://www.aurelianoil.com/
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Company Summary

Aurelian Oil & Gas is a well-funded oil and gas
E&P company with a diversified portfolio of
assets in Central and South-Eastern Europe and
an aggressive and ambitious exploration
programme for this year.
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Exhibit 1: Aurelian drilling Trzek-1 well in Poznan East block
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Site Visit
In April 2007, Fox-Davies Capital visited both the Romanian and Polish exploration
and production sites.

The Raduati East-1 exploration well has an estimated 50% chance of success. The
well will reach a total depth of approximately 1,000m and results are anticipated at
the end of April. The drilling of the well is expected to cost €1mn.

Fox-Davies Capital also visited the gas metering station, central processing unit
(CPU) and river crossing for gas pipeline linking the production well to the CPU.
These facilities are all onstream and the company has started to receive revenues for
from the Bilca project which is producing at an average rate of 180,000m’/d. The
cost for the construction of these facilities was approximately €10mn.

Aurelian also allowed access to the Trzek-1 well in Poland. The well is estimated to
take three and a half months to complete and should reach total depth by mid-
June. Should the well prove to be successful Aurelian will place it on long term test,
whilst acquiring further seismic to assess the whole field. It will take up too thirty
months to fully develop the field. Aurelian is also identifying additional exploration
areas in Poland.
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Upside

The company has shown that it is capable of successfully identifying exploration
targets and bringing fields onstream in Romania. Aurelian also stated that it will drill
six wells during 2007 and the shallow wells have a good chance of success. These
shallow wells, if successful will provide the company with incremental increases in its
reserve base. It is possible that the reserves are of a size which may not be
economic. The deeper wells have a lower chance of success, but are targeting larger
reserves. These wells will provide larger upside for Aurelian’s Romanian operations.

Aurelian’s operation in Poland is another source of short-term upside. Should the
Trzek-1 be a commercial discovery, Aurelian will bring the field onstream. The
company will also continue with exploration of other prospects in Poland.

Longer term sources of upside may be found in the company’s Bulgarian and
Slovakian acreage. The company has spudded the Golitza-1 exploration well located
in Bulgaria. This well will take approximately three months to drill and results are
expected in July / August. Aurelian has identified other exploration targets on this
license which are unrelated to the Golitza geology, which it may drill in late 2007 or
2008. The acreage in Slovakia has historically seen very little exploration activity and
the company have stated that its acreage is very prospective. Aurelian will need to
undertake significant exploration in order to develop this acreage in the future.

Finally, Aurelian has stated that it may acquire mature field in the region. It is
possible for companies to extract additional value from such field by utilising
advanced western technology, such as fracturing and reservoir stimulation, to
prolong the field life and extract additional reserves. It will also consider farming
into other projects.

Risks

The Fratauti-1 production well in the Bilca development has started to water early
and this has impacted production. Aurelian will undertake remedial work in order to
resolve this issue. There is a risk that this remedial work will not be successful and
that additional development well will need to be drilled in order to maintain
production and satisfy gas contracts.

The company is using trucks to dispose of production water at a remote location.
This activity is costly and reduces the effectiveness of the project. Aurelian is aiming
to drill a well to dispose of the water locally, but it is possible that a suitable site or
regulations regarding disposal of water may prevent disposal.

The gas price in Romania is currently constrained at approximately 60% of the
European gas price. This constraint is due to be removed in 1Q09, but the
government has already stated that this target may be pushed back and this will
impact future revenues for Aurelian.

Whilst the company is currently cash rich, it has already allocated its spending
program out to mid-2009. Should it make significant discoveries it would probably
be in the position to fund these developments using debt and doers not plan to
come back to the market for another E&P fund raising. The company has been
successful so far in raising capital, but will it be able to raise sufficient debt?
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The key risk for investors in Aurelian is associated with exploration activities. The
company has been very successful in Romania, but its extensive drilling program will
inevitably see some failures in the future. The deep wells in Romania and Poland will
have the biggest impact for the future of the company and the outcome of the
Trzek-1 will be an important event for the company in the near future.

Conclusion

Aurelian has proved that it is capable of identifying successful exploration targets
and that it can execute the development of production projects in Romania, as well
as operating in other countries in the region.

We believe that given the company’s strong management and attractive portfolio of
assets Aurelian offers significant upside and maintain our Buy recommendation with
a 75.0p target price.
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Zarko Stefanovski — Head of oil & gas research

Prior to joining Fox-Davies Capital, Zarko was senior oil & gas analyst at Aton
Capital’s equity research team in Moscow, and an oil & gas analyst for CA IB
International Markets.

Zarko trained as a geologist and engineer, and spent numerous years working in the
natural resources industry at projects in the North Sea, Africa and Russia. He entered
the Investment banking sector in 1996, as an analyst with T.Hoare & Co.
Stockbrokers (Canaccord Europe) and later joined ABN Amro Equities in their oil &
gas research division.

Contact details:

T +44 (0)20 7936 5241

F +44 (0)20 7936 5201

E zarko.stefanovski@fox-davies.com

Dr. Dougie Youngson — Oil & Gas Analyst

Dougie joined Fox-Davies Capital in 2006. He has over six years experience in
business consulting having worked for Arthur D. Little, Wood MacKenzie and
Charles River Associates. Dougie has been involved with numerous energy
companies across the Middle East, Africa, Norway and the Australasia region and
has participated in a number of major strategy assignments. He has a PhD in
Chemistry from The University of Edinburgh and is currently working towards CFA
chartership.

Contact details:

T +44 (0)20 7936 5244

F +44 (0)20 7936 5201

E dougie.youngson@fox-davies.com

Investment analyst certification

All research is issued under the regulatory oversight of Fox-Davies Capital Limited.
Each Investment Analyst of Fox-Davies Capital Limited 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.

Fox-Davies Capital Limited provides professional independent research services and
all Analysts are free to determine which assignments they accept, and they are free
to decline to publish any research notes if their views change.
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Research disclosure as of April 30, 2007

Company: Aurelian Oil & Gas

Disclosure: 1,2, 8,9

Investment Research Disclosure Legend:

1. In the past 12 months, Fox-Davies Capital Limited 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.

2. Fox-Davies Capital Limited expects to receive or intends to seek compensation for Corporate
Finance services from this company in the next six months.

3. 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.

4. 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.

5. As of the month end immediately proceeding the date of publication of this report, or the prior
month end if publication is within 10 days following a month end, Fox-Davies Capital Limited and / or
its affiliates beneficially owed 1% or more of any class of common equity securities of the Relevant
Issuer.

6. Asenior executive or director of Fox-Davies Capital Limited, or a member of his or her household is
an officer, director or advisor, board member of the Relevant Issuer and / or one of his subsidiaries.

7. Fox-Davies Capital Limited makes a market in the securities of the Relevant Issuer.

8. Fox-Davies Capital Limited acts as corporate broker for the Relevant Issuer.

9. Fox-Davies Capital Limited acts as an investment advisor to the Investment Manager of an Investment
Fund that may have an interest in the securities of the Relevant Issuer.

The Investment Analyst who is responsible for the preparation of this Investment Research is employed
by Fox-Davies Capital Limited, a securities broker-dealer.

The Investment Analyst who is responsible for the preparation of this Investment Research has received
(or will receive) compensation linked to the general profits of Fox-Davies Capital Limited.

Fox-Davies Capital Limited or its affiliates expect to receive or intend to seek compensation for
Corporate Finance services from the subject company in the next six months.

Research recommendations

Fox-Davies Capital uses a three-tier recommendation system for stocks under coverage: Buy, Hold, or
Sell.

Buy recommendation means that expected total return of at least 15% is expected over 12 months
between current and analysts’ target price.

Hold recommendation means that expected total return of between 15% and zero is expected over 12
months between current and analysts’ target price.

Sell recommendation means that expected total return expected over 12 months between current and
analysts’ target price is negative.

Aurelian Oil & Gas * April 30, 2007+ 6



EQUITY RESEARCH

Aurelian Oil & Gas

Disclosure charts

Exhibit 2: Aurelian share price chart
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Recommendation Summary

Date Recommendation Target Price (p)
Oct 3, 2006 Initiate at Buy n.a.
Mar 8, 2007 Set target price 75.0

Source: FDC
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Disclaimer

This document should not be relied upon as being an impartial or objective assessment of the subject matter and is not deemed to be “objective
research” for the purposes of the FSA rules. The individuals who prepared this document may be involved in providing other financial services to the
company or companies referenced in this document or to other companies who might be said to be competitors of the company or companies referenced
in this document. As a result both Fox-Davies Capital Limited and the individual employees who prepared this document may have responsibilities that
conflict with the interests of the persons who receive this document and you should therefore not rely on this document as being an independent, impartial
or objective view of the value or prospects of the companies and/or investments referred to herein.

This document has been issued by Fox-Davies Capital Limited for information purposes only and should not be construed in any circumstances as an offer
to sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or the fact of its distribution, form the basis of, or be relied
upon in connection with, any contract relating to such action. This document has no regard for the specific investment objectives, financial situation or
needs of any specific entity. Fox-Davies Capital Limited and/or connected persons may, from time to time, have positions in, make a market in and/or
effect transactions in any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. The
information contained herein is based on materials and sources that we believe to be reliable, however, Fox-Davies Capital Limited makes no
representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information contained herein. Opinions
expressed are our current opinions as of the date appearing on this material only. Any opinions expressed are subject to change without notice and Fox-
Davies Capital Limited is under no obligation to update the information contained herein. None of Fox-Davies Capital Limited, its affiliates or employees
shall have any liability whatsoever for any indirect or consequential loss or damage arising from any use of this document.

This document has been issued and approved for distribution within the United Kingdom by Fox-Davies Capital Limited to investment professionals and
financial institutions.

Investments in general involve some degree of risk, including the risk of capital loss. The services, securities and investments discussed in this document
may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives and
financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance
and an investor may not get back the amount originally invested. Where investment is made in currencies other than the investor’s base currency,
movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change. When we
comment on AIM or OFEX shares you should be aware that because the rules for those markets are less demanding that the Official List of London Stock
Exchange plc the risks are higher. Furthermore, the marketability of these shares is often restricted.

Fox-Davies Capital Limited and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such business
from, any of the companies referred to in this document. Accordingly, information may be available to Fox-Davies Limited that is not reflected in this
material and Fox-Davies Capital Limited may have acted upon or used the information prior to or immediately following its publication. In addition, Fox-
Davies Capital Limited, the directors and employees thereof and/or any connected persons may have an interest in the securities, warrants, futures,
options, derivatives or other financial instrument of any of the companies referred to in this document and may from time-to-time add or dispose of such
interests. Neither the whole nor any part of this material may be duplicated in any form or by any means. Neither should any of this material be
redistributed or disclosed to anyone without the prior consent of Fox-Davies Capital Limited. Fox-Davies Capital Limited is authorised and regulated by the
Financial Services Authority and is a member of the London Stock Exchange.

Fox-Davies CAPITAL Limited
Whitefriars House,
6 Carmelite Street,
London EC4Y 0BS

T +44 (0) 20 7936 5200
F +44 (0) 20 7936 5201

www.fox-davies.com
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