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ADM Energy joined AIM in 2005 and, after several reincarnations, became 
focused on O&G production via the Aje Project offshore Nigeria. Aje was in 
production from 2016 to 2021, but further development has been delayed for 
several reasons. In 2024, the company moved its attention towards Midstream 
and Upstream projects in the US, which have a risk profile far more suitable 
for a small-cap O&G play. The worldwide transition to alternative energy 
seems firmly on the back burner. The US is close to seeing peak shale, which 
should put traditional oil plays like those that ADM is pursuing back in the 
limelight. The company is about to be re-named Vega Energy, which should 
hopefully kiss goodbye to a fairly torrid period for shareholders in recent years. 
 
• Midstream business is a cash cow which gets its oil for free without drilling 
JKT is revenue and cash-generative and looks well-positioned for tremendous 
growth in oil sales and cash flow. JKT processes tank bottoms and “dirty oil”, and 
customers bring the oil to them or pick it up for nothing. The team now has all 
the assets to dramatically ramp up production in 2025 and 2006, aiming to 
deliver a monthly US$300,000 cash flow to the PLC. 
  
• Cash will fuel the Upstream interests, driving long-term NAV growth 
The Altoona Lease in California is a super high-quality opportunity surrounded 
by Chevron, which drilled two monster wells with compelling economics close 
by. The cash generated by Midstream could also fund the development of 
significant assets in the Texas Panhandle, a low-risk oil and gas play 
characterised by low-permeability reservoir rocks requiring only small fracs.  
 
• Aje disposal with the proceeds being ring-fenced for Preference shareholders 
Aje is a great asset given its substantial investment, large P1 % of resources, and 
production history. The company’s stake has an implied valuation of more than 
US$9 million based on a recent transaction in this oil field. Shareholders on the 
register at a soon to be determined “Record date” will received a “ring fenced” 
right to share the proceeds of the Aje disposal. 
 
• Valuation suggests 185% upside  
The NPV of the growing cash flow from Midstream, plus the Aje disposal, show 
the potential. We initiate coverage of ADM with a target price of 1.00p for 1 
Ordinary Share and a forthcoming 1 SPV “Entitlement” share. 

 
 

Table: Financial overview. Source: Company accounts & Optimo Capital 
Year to end June 2022A 2023A 2024E 2025E 
Revenue (£’000) 662 - 550 1,750 
PTP (£’000) (2,122) (17,799) (869) 10 
EPS (p) (0.8) (5.0) (0.15) 0.001 
     

This investment may not be suitable for your personal circumstances. If you are in 
any doubt as to its suitability you should seek professional advice. This note does 
not constitute advice and your capital is at risk. This is a marketing communication 
and cannot be considered independent research. 



 
 

 

Business Overview  

ADM Energy Operations 

ADM Energy is a natural resources investment company focused on Midstream and Upstream O&G 
operations in the US, and legacy Upstream interests in offshore Nigeria. 

• JKT Reclamation (41.4%) - JKT processes and sells residual oil from oil tank bottoms and other oilfield 
waste streams that contain significant amounts of crude oil. The technology is better and cheaper 
than its competitors and can treat waste oil, so customers do not have to dump it in landfills. Its first 
plant in Wilson, Oklahoma, is seeking to lift production to 6,800 barrels of oil per month (bpm) by the 
year-end. A second plant has recently opened at Caldwell in Texas. These two operations are targeted 
to produce a not insubstantial 30,000 bpm within 2 years. 
 
• Altoona Lease, Kern County, California (70% WI and 52.5% NRI) - The Altoona Lease is located in 
the Midway-Sunset Oil Field, a large oil field in Kern County, San Joaquin Valley, California. In early 
2020, Chevron drilled and started producing the 3-8R and 3-8AR wells, which lie about 250m from 
the Altoona Lease. These two low-cost wells combined have produced over 211,000 barrels in less 
than 5 years, with an estimated ROI of 9-14x. The 2025 operational plan is to redevelop this under-
produced lease. A modest work programme is expected to begin shortly to establish production from 
existing well bores, which total eleven, primarily to hold the lease indefinitely. The next stage would 
be to deepen 2-3 wells to test deeper zones produced by Chevron.  
 
• Red Cave Formation, Moore County, Texas (c80% NRI) - 100%-owned Vega Oil and Gas has three oil 
wells in this lease area. The 2025 operational plan is to maintain production from all three wells, 
around 25-30 estimated gross barrels per day (750 – 900 bpm), to generate high-margin cash flow to 
the PLC. In addition, the firm is looking to acquire or farm into additional leasehold and drilling 
locations for a 2026 drilling programme for long-term upside potential.  
 
• Aje Field, part of OML 113 (Nigeria) – Here, the company has a 9.2% profit share and a 12.3% cost 
share. OML 113 lies in the West African Transform Margin in offshore Nigeria, which produced more 
than 5mmbbls between 2016 and 2021. The field has extensive reserves and resources, as confirmed 
by the latest CPR.  The board sees this project as a legacy interest which is planned for disposal. 
 

Oil spill at #5 well at the Altoona Lease in Midway-Sunset Oil Field, Kern County, California. ADM and 
its lease partners benefit from its neighbour Chevron’s investment in a massive steam flood, which 

drives oil production on the Altoona Lease. (Please note that the operator adequately cleaned up and 
reported this spill). Source: Company 



 

 

Background 
 

The company joined AIM in 2005 as Pan Pacific Aggregates, which became Astar Minerals. After the 
move into oil and gas, the company was renamed MX Oil. Plans to seek Mexican oil plays proved 
unsuccessful. Instead, in 2015, the company acquired a 5% revenue interest in the OML 113 Licence, 
offshore Nigeria, which includes the Aje Field, from Jacka Resources for US$14 million. This was 
primarily funded by a placing that raised £6 million at 4.5p a share. Oil production began in 2016. 
 
2019 saw the arrival of a Private Office of His Highness Shaikh Ahmed Bin Dalmook Al Maktoum, a UAE 
prince, as a strategic investor. He took a 29.8% stake in the company and became President ahead of 
a  1-for-100 share consolidation and a name change to ADM Energy plc in his honour. Within months, 
Al Maktoum resigned and sold his shares in the market, and the share price plummeted.  
 
In early 2020, ADM increased its stake in Aje by acquiring a participating interest of 2.25% from EER 
(Colobus) Nigeria Limited for US$3 million, mostly in paper, which took ADM’s revenue and cost-
bearing interests to 9.2% and 12.3% respectively. 2021 saw the company spreading its wings through 
a deal to invest in developing the Barracuda oil field in OML 141, an existing discovery and near-term 
production asset in swamp/shallow waters offshore Nigeria. Here, ADM had a 35.5% indirect interest 
in the Risk Sharing Agreement (RSA) relating to the Barracuda area of OML 141. Ongoing legal disputes 
with one of the RSA partners have halted any progress. 
 
In 2023, the company announced an investment in five on-shore US oil leases through OFX Holdings, 
LLC (formerly Tennessee Black Gold, LLC), a substantial company shareholder. The investment was 
made by acquiring Blade Oil V, LLC (Blade V), a Texas limited liability company established to facilitate 
the investment, with a total maximum consideration of US$1.614 million. The Company later unwound 
part of the Blade V transaction retaining only the participation interest in a 70% working interest and 
52.5% net revenue interest in the Altoona Lease, Kern County, California. 
 
A significant change in the company's fortunes was announced in April 2024, which saw the focus 
further move away from oil and gas production projects in offshore Nigeria to US onshore projects. 
The company acquired an interest in SW Oklahoma Reclamation, LLC (SWOK), a revenue-generating 
business engaged in purchasing, processing and selling residual oil from oil tanks (tank bottoms) and 
other oilfield waste streams containing significant concentrations of crude oil.  
 
In June 2024, ADM Energy (USA) announced an investment in Vega Oil and Gas by acquiring 100% of 
the member interest of Vega with an interest in three wells in Moore County, Texas.  The transaction 
was funded by a US$150,000 capital commitment by ADM USA, US$100,000 of debt and 20 million 
warrants issued. Subsequently, the shares were suspended from July 2024 until 31st December 2024, 
when the overdue accounts were published. In February 2025, with Randall Connall set to take over 
as CEO accompanied by a fund-raising exercise to place the company on a firm footing and finance the 
growth of US oil interests a new chapter has begun.  

  



 
 

 

Operations 
 
The new management team is crafting the company’s future fortunes based on three crucial US 
initiatives. By far, the most important is the midstream business JKT Reclamation. Plus, there are 
Upstream interests in California and Texas.  

Midstream  

At its facility in Wilson, Oklahoma, JKT Reclamation processes and sells residual oil found at the bottom 
of tanks and other oilfield waste streams that contain significant amounts of crude oil. In addition, a 
new facility has recently been opened at Caldwell, Texas. The key to the company’s Midstream strategy 
is to have two well-placed facilities operating in tandem. 
 

 
Two well-placed facilities for processing residual oil. Source: Company 

 
In early April 2024, the company announced the acquisition of an interest in SW Oklahoma 
Reclamation, LLC (SWOK), a newly established joint venture with Bargo Capital, LLC, to recommence 
operations at the JKT Reclamation (JKT) facility in Wilson, Oklahoma.  
 

 
JKT facility in Wilson, Oklahoma. Source: Company 

 

Wilson, Oklahoma 

Caldwell,  Texas 



 

 

The location is good, as the operation is at the southern end of a big oil play. The Wilson facility is 
favourably situated within the South-Central Oklahoma Oil Province (SCOOP), the legendary Anadarko 
basin in Oklahoma. The Anadarko Basin has produced over 3.2 billion barrels of oil from 60+ 
reservoirs, and the board believes that it will continue to generate attractive opportunities for an oil 
reclamation business.  
 

   
Workshop and storage tanks at the JKT facility at Wilson, Oklahoma. Source: Company 

 
The JKT facility is on a 20-acre property with a workshop and office complex, ten 410-barrel storage 
tanks, separation and heating tanks, two proprietary chemical formulae, and various other processing 
and material handling equipment. The replacement value has been put at around US$1 million. The 
deal also included gaining an interest in the Intellectual Property (IP) on which this compelling process 
in based. The operation occupies just 3 acres of the 20-acre site and offers tremendous room for 
expansion.  
 
ADM invested US$827,500 in a mix of paper and cash (43.2 million ordinary shares at 1p plus granting 
14.64 million 3-year warrants exercisable at 1p and US$287,500 cash to provide JKT with working 
capital). As a result of this deal, OFXH’s then interest in ADM increased to 17.1%. The investment 
consideration equates to twice JKT’s forecast annual cash flow based on these operations at Wilson 
achieving a sales target of 3,000 bpm. This deal was expected to be immediately cash flow generative 
for ADM. Notably, the company has also gained a non-binding letter of intent with JKT, which allows 
ADM to participate in developing two additional locations, one in Kansas and one in Texas. 
 
Ownership structure 
 
ADM acquired 100% of SWOK's Class A Units, which provide a preferential return to holders (who 
provided the capital) before significant distributions to other parties. Class A Units receive 70% of the 
distributable cash of JKT until US$356,250 has been distributed (Tier 1 distribution). After that, they 
will receive 51% of distributable cash (Tier 2 distribution). ADM’s initial 30.6% economic interest in 
JKT has been increased to 41.4% using some funds from the February 2025 placing. 
 

Ownership of SW Oklahoma Reclamation, LLC  
Class A Units: ADM Energy (USA), Inc 100% 
Class B Units 80% 
Bargo Capital, LLC 80% 
Ventura Energy Advisors, LLC 20% 

 

Ownership of JKT Reclamation, LLC  
SW Oklahoma Reclamation, LLC 60% 
Certain Employees 40% 
Total 100% 

 

ADM “Economic Interest” Tier 1 distribution Tier 2 distribution 
% of Distributable Cash Paid to Class A Units 70.0% 51.0% 
SWOK Interest in JKT Reclamation  60.0% 60.0% 
Economic Interest in JKT Reclamation 42.0% 30.6% 



 
 

 

Intellectual Property 
 
Reclaiming oil from tank bottoms and oilfield waste streams can be done using separation by heat or 
mechanical separation. It is not a new business. The IP behind the JKT process is the formulae of the 
two proprietary chemicals behind the reagent used, which look to have the potential to be marketed 
to other industry players and used in environmental cleanup projects. The JKT process has a significant 
competitive advantage as it is better and cheaper than the alternatives. The JKT process uses 
proprietary chemicals and does not need a centrifuge, giving three key advantages. First, centrifuges 
are expensive to buy and operate. Second, JKT’s chemical costs are around 40% of its competitors'. 
Third, JKT can accept and process volumes that the competitors cannot. This is material that otherwise 
would have to be taken to landfill - hence, operators save significant costs in trucking & disposal fees.  
 
Essentially, the plant looks to process two types of material: (i) Tank bottoms; (ii) Lease oil with higher 
than acceptable concentrations of heavy metals or other contaminants.  Emulsions of oil, water and 
solids are separated using proprietary chemicals, heat and agitation.  If traces of certain contaminants 
still exceed specifications of local crude oil purchasers and refiners the team blends this oil with other 
products to dilute down contaminants to acceptable levels so that refineries will accept the crude 
oil. 
 
Operations  
 
The JKT facility at Wilson recommenced operation in February 2024. In April 2024, JKT leased various 
key bits of kit. First, a 550-barrel capacity mixing tank was leased to combine and agitate the processing 
fluids. Previously, the fluids were mixed manually. Second, two new fluid pumps were leased that can 
move 20 gallons per minute, increasing the movement of fluids between the different phases of the 
reclamation process. The board plans to use some of the February 2025 placing proceeds to eliminate 
certain equipment leasing costs.  
 
The plan is to increase the volume of oil processed, targeting 3,000 barrels per month (bpm). JKT 
typically averages a US$7.50 discount to WTI. It is anticipated that operating costs, including sourcing 
raw material, equate to around just US$22.00 per barrel. However, the operation started with 4,000 
barrels of raw material in stock. General and administrative costs are expected to be roughly 
US$45,000 per month. The results for the first five months of operation are shown below, stripping 
out remediation costs (US$65,391) and equipment leasing costs (US$32,000), all incurred to clean up 
the site, which suggests v healthy profit and cash flow margins of 20.6% and 25.8% respectively. 
 

US$ 
Income statement 

Five-month period ending 30 June 2024¹ 
As reported 

30 June 2024 
Remediation 

Costs 
As adjusted 

30 June 2024 
Equipment 

leasing 
Pro forma² 

30 June 2024 
Average barrels sold/month  1,006  1,006  1,006 
Revenue $480,050  $480,050  $480,050 
Expenses      
   Cost of goods sold 56,125  56,125  56,125 
  Depreciation expense 25,000  25,000  25,000 
  Admin & other expenses 397,362 (65,391) 331,971 (32,000) 299,971 
  Total Expenses 478,477  413,086  381,086 
Net Income 1,573  66,964  98,964 
Depreciation expense 25,000  25,000  25,000 
Operating cash flow 26,573  91,964  123,964 
Profit Margin 0.3%  13.9%  20.6% 
Cash Flow Margin 5.5%  19.2%  25.8% 

¹ Processing operations began on 18 February 2024. ² Excludes one-time clean-up costs – An extensive one-time property clean-up was 
undertaken upon taking over the Wilson facility. The property is now in compliance with state regulations. 

Income statement for the first five months of operation at JKT Reclamation. Source: Company 
 
 



 

 

Production targets 
 
ADM started receiving monthly payments from JKT, with a maiden payment of US$21,000 in April 
2024. The cash distribution levels will grow with production in the coming months. Increasing 
production initially requires hiring and training additional personnel to allow round-the-clock work.  
Management is focused on delivering a significantly increased monthly sales volume, with a target 
of 3,400 bpm by mid-2025, generating roughly US$50k per month estimated cash flow to the PLC. 
By the 2025 year-end, production is targeted at 6,800 bpm, which would generate roughly US$100k in 
estimated cash flow to the PLC. At the same time, management is seeking to increase cash flow 
margins to 30%+. Management believes that Wilson alone has the potential to become a 15,000 - 
20,000 bpm operation. 
 
Caldwell Texas 
 
A second facility is being rented in Caldwell, Texas. This facility has over 10,000 barrels of storage 
capacity. The operation is well-located to aggregate feedstock from prolific production in south and 
central Texas, and there is good visibility on volumes of 10,000+ bpm. JKT has recently entered into a 
business arrangement with a group based in Houston, Texas, through which the business can source 
significant volumes of Slop Oil from the Texas Gulf Coast and South Texas regions. 
 

 
Caldwell, Texas facility. Source: Company 

 
Looking ahead 
 
The business model for this oil reclamation business has three phases: sourcing feedstock, processing 
oil, and selling oil. Regarding sourcing feedstock, the Midstream business has been built to become a 
high-volume business and will require 30,000+ barrels a month to reach its potential.  
 
Regarding processing oil, JKT now has 20,000+ barrels of storage at two facilities, plus proprietary 
chemicals, heat, and agitation to recover saleable oil. The oil is sold to crude purchasers, including 
crude oil gathering companies or Local Area Custody and Transfer (LACT) units in Texas and Oklahoma. 
ADM’s CEO Randall Connally reckons the company has the opportunity, people, and infrastructure to 
grow into a business of 30,000+ barrels per month in 24 months. 
 
At the same time, ADM is looking to increase its interest in these midstream projects to 60% through 
restructuring discussions and buyouts from other partners of JKT. It also needs to be pointed out that 
JKT is permitted process slop oil in the State of Oklahoma and the Caldwell facility is permitted by the 
Texas Railroad Commission to process and sell oil in the State of Texas, a permit that can be used in 
multiple locations in Texas.  



 
 

 

 
Upstream 
 
ADM’s initial move into the US Upstream market came through a deal announced in May 2023. The 
company acquired an interest in five on-shore US oil leases by investing up to US$1,614,000. This deal 
was agreed with OFX Holdings, LLC (formerly Tennessee Black Gold, LLC), a substantial shareholder in 
the company. ADM also issued US$235,720 secured convertible loan notes with the funds planned to 
be used to develop these oil interests.   The Company later elected to focus its upstream efforts 
associated the Blade V assets on Altoona and unwound the Blade V transaction – retaining Altoona 
and agreeing to a termination of debt obligations due to OFX Holdings, LLC. 
  

Lease/Well County, State Working Interest Net Revenue Interest 
Altoona Kern,CA 70% 52.5% 
Pearson Grimes, TX 50% 37.5% 
Oberlin Upshur, TX 50% 37.5% 
Moon Upshur, TX 50% 37.5% 
Schweitzer Graham, KS 100% 75% 

Portfolio of interests comprising the Investment. Source: Company 
 
 
In April 2024, the company expanded its Upstream interests by investing in Vega Oil and Gas, LLC, 
through its wholly-owned subsidiary ADM Energy (USA), Inc. This investment was made through the 
acquisition of 100% of the membership interest (equity) of Vega. This was funded by a US$150,000 
capital commitment by ADM USA, a US$100,000 borrowing facility from a private, third-party US 
lender and the issuance of 20 million, 5-year warrants in the company with an exercise price of 1 pence. 
At the same time, a financing agreement with OFXH, a substantial company shareholder, provided up 
to US$600,000 in financing to ADM USA.  
 
Vega’s upstream strategy is centred on maintaining production from 3 wells located in Moore County, 
Texas. These wells are expected to produce 25-30 barrels per day (750 – 900 barrels a month) while 
also exploiting a unique opportunity with world-class source rock, continuous with Chevron at the 
Altoona Lease. 
 
  



 

 

Altoona Lease (70% WI and 52.5% NRI) 
 
The most attractive asset in this portfolio of interests is a 70% working interest participation in an initial 
three-well drilling programme. This will target shallow oil production on the Altoona Lease located in 
the Midway-Sunset Oilfield, Kern County, California. Such a drilling programme would exploit the 
world-class potential of the Altoona Lease, which has high-quality source rocks. 
 
The Midway-Sunset Oil Field is a large oil field in Kern County, San Joaquin Valley, California. It is the 
largest known oilfield in California and the third largest in the country. The field was discovered in 1894 
and has produced approximately 4 billion barrels of oil. In 2008, the California Department of 
Conservation said that remaining estimated reserves amounted to 532 million barrels, equating to 18% 
of California's estimated total. 
 

 
Midway-Sunset Oil Field in California. Source: Company 

 
Production history 
 
The Altoona Lease spans 20-acres on the crest of the Spellacy Anticline Region of the Midway-Sunset 
Oilfield. The Altoona Lease was discovered in 1915 and, since then, has produced less than 1 million 
barrels of oil from multiple intervals, primarily between 1,000 and 1,600 feet deep.  Next door, 
Chevron is actively developing contiguous leases with and surrounding the Altoona Lease.   
 

In early 2020, Chevron drilled and started producing the 3-8R and 3-8AR wells, which lie about 250m 
from the Altoona Lease. These wells were drilled to approximately 1,935 feet and produced almost 
160,000 barrels from these two low-cost wells. in the first three years. Estimated ROI is 6-10x with 
combined production still of more than 80 barrels per day. Midway Sunset is benchmarked at 13 API 
gravity, and WTI is benchmarked between 37 and 42 API gravity, so this is heavy oil. Midway Sunset 
attracts a pretty good price and closely matches WTI. 
 

 
Altona Lease. Source: Company 



 
 

 

Operational plan 
 
Wim Burgers, an ADM Energy PLC technical consultant, has commented, “…the Altoona licence is 
very prospective for oil; its geological success will be close to 100%...” This is high praise from a 
geophysicist with 27 years of experience with Exxon Mobil.  
 

Play #1 Redeveloping the historically productive zone at ~1400’ on the Altoona Lease 
Underproduced vs nearby analogue field 
Historical production less than 1MMBbls < 20% Original Oil in Place (OOIP) vs 90% recovery for 
nearby analogue field 

Play #2 Drill slightly deeper (200’ – 500’) to test the potential that Chevron demonstrated less than 250 
yards from the Altoona Lease. 

Two low-risk, highly attractive plays in the Altoona Lease. Source: Company 
 
The 2025 operational plan is to redevelop this under-produced lease. First, production from existing 
wells will be initiated. A modest work programme at Altoona is expected to begin within weeks of 
completing the February 2025 placing and reorganisation. The goal is to establish production from 
existing well bores, which number eleven in total, to hold the lease. This will probably generate modest 
cash flow for the company, but the primary purpose is to hold the lease indefinitely. 
 
The next stage would be to deepen 2-3 wells to test deeper zones produced by Chevron. A US$1.50 
million exploratory work programme is planned to drill or deepen up to three wells to 2,000 feet to 
test deeper potential. This depth has been previously untested on the Altoona Lease, which may 
contribute to the high production level realised by Chevron in the 3-8R and 3-8AR wells.   
 
Analogue Field Study (Play #1) 
 
The analysis of the analogue field Pru Fee makes for interesting reading. Comparing the relative 
recovery of the Pru Fee and Altoona Lease suggests that Altoona is substantially under-produced, with 
significant upside remaining to be exploited. 
 

Lease Comparison Altoona Pru Fee 
Size 20 acres 40 acres 
Original Oil in Place (OOIP) (Bbls) 5,000,000 10,000,000 
Primary Recovery (Bbls) 1,000,000 2,400,000 
% of OOIP 20% 24% 
Secondary Recovery (Bbls) - 6,600,000 
% of OOIP 0% 66% 
Total Recovered to Date (Bbls) 1,000,000 9,000,000 
% of OOIP 20% 90% 
Implied Remaining to be Recovered (Bbls) 3,500,000 - 
% of OOIP 70% - 

Analogue Field Study Pru Fee (Play #1). Source: Company 



 

 

 
Analogue Field Study Pru Fee (Play #1). Source: Company 

 
Recent Chevron Drilling Results (Play #2) 
 
The SP-1 well on the Altoona Lease was drilled to a depth below 2000’. Its log and sidewall core data 
show an extremely attractive zone at 1,650’. This deeper zone has never been produced from the 
Altoona lease. It may significantly contribute to the excellent production realised in the Chevron 3-8R 
and 3-8AR wells. 
 

 
Altoona Lease - Non-produced section from SP-1m well log. Source: Company 

 
  



 
 

 

Benefits from Chevron’s investment 
 
Chevron has invested heavily in a massive steam flood, which drives oil production on the Altoona 
Lease. A past oil spill at the #5 well demonstrated that Chevron’s steam flood was implemented on 
three sides of Altoona and was seen communicating with and driving production to the Altoona wells. 
This is clearly shown in the photograph on page 2.  
 

Chevron well 3-8R 3-8AR 
34-month cumulative productions (barrels) 105,981 57,554 
Estimated cumulative net cash flow at US$70 WTI¹ US$8.1m US$5.1m 
Estimated drill and complete cost² US$450,000 US$450,000 
Ratio of cumulative net cash flow/ drill & complete cost 17.9X 11.4x 
Internal Rate of Return  89% 66% 

¹ Assumes a 25% royalty, US$3.50/bbl transportation cost, US$1,500/well/month operating cost, 10-year well life and a 20%/year 
production decline rate.  
² US$450,000 per well based on ADM estimate.  

 
Outstanding economic potential based on Chevron results. Source: Company 

  



 

 

Texas Panhandle  
 
Vega has three oil wells (with a Net Revenue Interest of around 80%) in the Red Cave Formation in 
Moore County, Texas. The Red Cave Play in the Texas Panhandle is a non-shale, resource-like play. 
Over the last 10 years, advancements in fracking and a rising oil price have started to put the Red Cave 
Formation on the map. It was formerly considered one of the most overlooked oil and gas regions in 
the Texas Panhandle.  
 

 
Vega’s Red Cave Formation lease & details and economic interest in the wells. Source: Company 

 
These Vega wells provide attractive introductions to an exciting, low-risk, moderate-return oil and gas 
play characterised by low-permeability reservoir rock requiring small fracs, which are nothing like 
those used on the big shale plays. These wells provide immediate production and cash flow and are an 
initial base to build a longer-term position. This area offers a series of potential farm-ins and small 
acquisitions through which the company could grow an impressive operation.  
 

 
Production horizons at the Vega wells. Source: Company 

 
Wells Number of wells First production Cumulative barrels 

to date 
Daily barrels 

Sneed 415 1 July 2023 5,295 10 – 12 
Thompson 7330/7331 2 August 2023 4,048 14 - 18 

Oil production from RedCave formation. Source: Company 

 
 

Wells Sneed 3 & 4 
Consolidated 

T G Thompson 
73-2 

Lease number 06372 09503 
Location Moore 

County, Texas 
Moore County, 

Texas 
Number of wells 2 1 
Working interest 100% 100% 
Net revenue interest 76.352337% 84.8750% 
Over-ride royalty 
interest 

1.08333%  

 



 
 

 

Initial production 
 
At the time of acquisition in April 2024, the Vega wells had produced around 26 barrels of oil per day 
(bopd) net to Vega's interest over the previous months (roughly 780 bpm). Still, they were temporarily 
shut-in, awaiting the completion of a new tank battery. The company plans to invest in constructing a 
new tank battery, work over the Vega wells, and restore production soon. 
 

Period Oil production 
Gross barrels 

Received by Vega 
Net of production taxes & 

royalties) US$ 

Comments 

June 2024 430 25,591 Solely from Snead 415, which returned to 
production in early June 2024 

July 2024 344 25,798 Solely from Snead 415 
August 2024 480 33,995 Solely from Snead 415 
September and 
October 2024 

672.9 
(net barrels of oil 

sold) 

40,336  Production was halted solely from Snead 
415 in September 2024 to allow the tank 
battery to be linked between the Sneed 
415, TG Thompson 7330, and TG 
Thompson 7331 wells and to restore 
production from two additional wells.  

Oil production was reported from Vega wells. Source: Company 
 
In November 2024, the company reported that the Snead 415 wells were back online. Production had 
been suspended whilst ongoing work linked the tank battery to the Sneed 415, TG Thompson 7330, 
and TG Thompson 7331 wells. Additional production from the company’s Thompson 7330 and 7331 
wells will begin in 2025.  
 
Operational plan 
 
The 2025 operational plan is to maintain production from all three wells, around 25-30 estimated gross 
barrels per day (750 – 900 bpm), to generate high margin cash flow of around US$60k per month to 
the PLC. In addition, the firm is looking to acquire or farm into additional leasehold for additional 
drilling locations for a 2026 drilling programme for long-term upside potential. Sub-2,000 foot wells 
are estimated to require a budget of US$400,000 to drill, complete and equip. 
 
The company will not spend much capital here in 2025, but crucially, ADM will be assembling a play 
with exploitation and drilling opportunities to move forward, starting in 2026. The team has already 
identified a set of farm-in and small acquisition opportunities that they believe can be executed.  
 
Upstream drives the company’s long-term growth in cash flow and net asset value. To this end, the 
board has focused on shallow, conventional drilling opportunities with low geological risk. Indeed, the 
directors reckon that acquirers have an appetite for projects that will increase as the onshore US oil 
industry is now at or near peak shale production.  
 
 
 
  



 

 

AJE Field – OML-133 

ADM Energy has a 9.2% profit interest (and a 12.3% cost interest) in the OML 113 licence offshore 
Lagos in Nigeria, which contains the Aje development project and several exploration prospects. OML 
113 covers 858km² offshore at the western part of Nigeria, close to the Benin border and forms part 
of the Dahomey Embayment. Water depths range from 100 to 1,000 metres. The project lies 24km 
south of the Nigerian coast and 12km from the West African Gas Pipeline (WAGP). In addition, the 
Lagos state gas market, with a population of more than 16 million people, is just 64km away.  

 

 
Aje licence area. Source: Company 

 
The licence was awarded in 1991 and converted to OML 113 in 1998. Essentially, it is a gas condensate 
discovery with an oil rim. Between 2016 and 2021, 5+ mmbbls of oil were produced via the Front Puffin 
FPSO. Currently, the 2P Reserves stand at 138MMboe (70% P1), which consists of 500 bcf of gas and 
55 mmbbls of liquids (oil, condensate, LPG and propane). Revised development planning is underway, 
and 3-D seismic reprocessing is substantially completed. Indeed, the project is well positioned to 
become a regional LNG hub and capture gas resources on and offshore. The use of modular LNG 
technology would allow for efficient expansion.  
 

Aje Partner Profit % Cost % 
Yinka Folawiyo Petroleum (YFP) 25.0% - 
PetroNor E&P (Oslo) 53.3% 71.0% 
Energy Equity Resources (Nigeria) Ltd 12.6% 16.8% 
ADM Energy plc 9.2% 12.3% 
Total 100% 100% 

Aje consortium. Source: Company 
 
  



 
 

 

The Aje Consortium includes Yinka Folawiyo Petroleum, PetroNor E&P (Oslo), and Energy Equity 
Resources (Nigeria) Limited. Following PetroNor’s acquisition of an interest held by New Age, the 
project is substantially consolidated. PetroNor provides strong technical leadership via its joint venture 
with YFP, the licence holder and operator.  
 

 
Aje field developments. Source: Company 

 
In 2024, the development programme was set out as follows, but there looks to have been some 
delays. The current focus is a 2-phase oil (phase 1) and gas (phase 2) development programme to 
quickly re-initiate oil production in 2025, with gas to follow in 2027. The estimated total capital costs 
(to 100%) of the 2-phase development programmes set out in 2023/24 were: circa US$450 million. 
There have been delays to this phase of development, which has yet to be sanctioned.  

 

 
Forecast production at the Aje Field. Source: Company 

 
The necessary capex for expansion is planned to be raised as debt finance by the consortium working 
as a group. Based on discussions with Africa-based financial institutions, around 60-65% of the total 
capital cost would be bank financeable. Indeed, the project has strong project economics, with an 
unlevered IRR of 45-50%, a levered IRR of ~60%, and an NPV(12) of US$475-500 million based on a 
US$2.75 natural gas price.  
 
  



 

 

Strategy for Growth  
 

ADM Energy has quietly been transformed into an exciting growth stock with a new focus on selling 
oil through Midstream and Upstream oil and gas operations in the US states of Texas and Oklahoma. 
As evidence of this transition, the company will be renamed Vega Energy. Two cracking strategic 
investments in 2024 have set the company up to realise dynamic growth in oil sales in 2025. Instead 
of buying a perfect business with no problems, the company took over one beset with issues and that 
had been poorly run and on the verge of being closed down by the regulator. Following the team’s 
painstaking work, the business is now safely off the “Contempt List”, which is the naughty step. US 
Midstream business JKT is revenue and cash-generative, well positioned for tremendous oil sales and 
cash flow growth. They do not need to drill wells as customers bring the oil to them, or they pick it up 
for nothing as we have detailed.  So, the Midstream business is the company’s cash cow, and 
reassuringly, the team now has all the assets to ramp up production in 2025 and beyond 
dramatically. With only limited capital resources, the Midstream business is far and away the 
company’s top priority.  
 
JKT is leasing the second site at Caldwell, Texas, but would like to buy it. The most valuable part of this 
operation is the R-9 permit, which is an older one which allows far more flexibility and a much lower 
decommissioning bond. The older R-9 permit allows for processing at Caldwell and establishing 
multiple low-cost collection points across the state. Texas is a vast state and such collection points 
allow the excess water to be syphoned off the dirty oil so that they only haul pure oil. JKT has to focus 
to grow the business and work double shifts at two separate operations. Finding the right people is 
key as it does not need chemical engineers. It needs experienced oil industry personnel who are used 
to handling chemicals and who understand quality control, which is a paramount concern. Money is 
not a key challenge as only a few upgrades are required to meet the growth trajectory, and anyway, 
financing heavy equipment is relatively easy in the US as it holds its value.  
 
The cornerstone of the growth strategy in 2025 is Midstream operations, with monthly sales poised 
to grow from 2,000 bpm to 3,400+ bpm by May 2025 and 6,800+ bpm by the end of 2025.  It is 
becoming evident that Midstream could be a strong cash flow business that can grow significantly 
without needing continuous substantial investment in fixed assets. This is balanced against the capital-
hungry needs of an Upstream business. So, operating in both the Midstream and Upstream segments 
can be highly synergistic. Uniquely on AIM Randy Connally’s interests align closely with those of 
shareholders as his compensation package is 77% performance-based. He is highly incentivised to 
get sales to 5,000 bpm by July 2025 and £767,000 cash flow to the PLC in 2025 (call it a min Musk 
package!). The board believes that the Midstream business can fund the growth and development 
of the company’s Upstream oil and gas assets and provide the base for eventual dividend payments 
to shareholders. Upstream will drive long-term NAV growth. 
 
London-listed US oil and gas stocks have a pretty grim history, and over the years, there have been a 
series of penny dreadfuls which have provided little return for shareholders despite raising large 
amounts of cash.  These junior O&G outfits seem to have failed for two reasons. Firstly, the challenge 
of building an oil company from the ground up is very hard, principally due to the problems in gaining 
critical mass. A key measure of profitability in the oil industry is the Recycle Ratio, which compares 
profit per barrel to finding and development costs. Suppose you spend $20 to get a barrel of oil out 
of the ground and get a profit of $60 for that barrel after costs. In that case, you are recycling your 
money 3:1. Over time, a company needs to have a Recycle Ratio of over 1 just to stay in business, let 
alone create shareholder value. Secondly, to get to critical mass, the juniors need substantial capital 
and the ability to retain good people. A fact of life is that until a company reaches a decent 
production level, the General and Administrative costs (G&A) eat into a huge percentage of the 
available capital.  



 
 

 

Juniors might talk about field-level returns looking good, but then results are clobbered by PLC costs. 
Given all the risks in the oil industry, it is almost mathematically impossible for a small company 
ever to create value for shareholders – a fact rarely spoken in this arena. 

Against such a backdrop, ADM provides a breath of fresh air. The company’s G&A is already heading 
towards break-even at the corporate level. The second essential milestone ADM must achieve to 
create value for shareholders is a Recycle Ratio significantly over 1. Randy sees the Texas Panhandle 
from an economic standpoint as very low risk characterised by low permeability reservoir rock & which 
requires small fracs. Two other all-important metrics are the Life of Well Return on Invested Capital 
(ROIC) and Internal rate of Return (IRR) at the field level. The Panhandle is a 2.2-2.5x ROIC and 30-
35% IRR kind of play, with a high degree of success to be expected. Randy sees the opportunity to 
assemble a very large footprint in the Texas Panhandle that could be a serious company maker with 
many years of development potential. To drive long-term growth in cash flow and net asset value, the 
board has adopted a strategy that focuses on shallow, conventional drilling opportunities with low 
geological risk. The appetite by acquirers for projects of this nature should be on the up as the onshore 
US oil industry is now at or near peak shale production.  

The Altoona Lease is also low-risk but has very high return opportunities. Here, we have been told 
to expect an ROIC of 3.5-5x with IRRs of 70-100%.  It is similar in depth to the Panhandle and similarly 
low risk (or lower) for completing wells.  Unlike the low permeability rock in the Panhandle, the 
Midway-Sunset Field is characterised by world-class rock with high permeability.  The reservoir 
recharges with operators realising very high recoveries as a percentage of the OOIP. The Altoona Lease 
is in the Midway-Sunset Field, where California-based upstream energy company Berry Corporation 
estimates as much as 1 million barrels OOIP per acre. Establishing production in the Altoona Lease is 
a top company goal for 2025, as this move would hold the lease indefinitely. 

The acquisition of the Altoona Lease was an opportunistic move as it lies in the heart of an area 
dominated by Chevron, which has spent billions of dollars in South California and its legacy asset where 
it started. The Altoona Lease sits in the middle of a significant Chevron operation where they have 
invested hundreds of millions of dollars. Management believes that the lease gets a free ride on 
Chevron’s massive investment as it benefits from its steam flood operation and that Chevron is likely 
to acquire it at some point as it would greatly suit them not to have a small operator in the middle 
of their high dollar operation. 

Chevron drilled two 2,000ft deep wells, one 250 yards away from the Altoona Lease, and these have 
been monsters, with spectacular economic performance. Even 4 years after completion, they still 
produce 45-50 bopd. ADM’s geologists believe there is no faulting and that the reservoir 
communicates. Deepening two wells at Altoona will cost US$350,000+ each. The company does not 
have the funds at present, but there are innovative ways of funding drilling in the US that Randy will 
be looking to tap. The Altoona Lease is an opportunity to drill or deepen two wells quickly, prove the 
prospectivity, and flip the lease to Chevron. We see this as possible due to the lease being right in the 
middle of a core, onshore US area for Chevron - and because the Altoona Lease is expected to benefit 
from Chevron’s massive infrastructure in the area. So, the opportunity to realise a medium-term 
liquidity event with a very high ROIC looks to be on the cards.  

It can be seen that quite a transformation look to be afoot now with Midstream being the cash cow 
and Upstream driving long-term NAV growth. With limited capital resources, the Midstream business 
is far and away ADM’s priority as it is expected to drive cash flow in 2025. Next to achieving the goals 
the management team have set out for JKT, establishing production at Altoona is the second priority. 
It will probably generate modest cash flow for the company, but the primary purpose is to hold the 
lease indefinitely. As 2025 progresses, the Upstream assets will get more attention with the 
expectation of initiating significant development activities in 2026. We expect that the next 18 months 
will see a bumper news flow as all the pieces are put in place.  



 

 

Financials & Current Trading 

Oil production at Aje began in 2016 and continued until 2021. Production initially climbed steadily to 
plateau at around the 3,000bopd level. Still, there has been a change in the partners and some 
differences of opinion concerning the development plans for the field. In recent years, the board has 
been looking to pivot the company’s focus from offshore oil and gas production in Nigeria to onshore 
oil interests in the US. Losses recorded over the last five years are mainly due to the operating costs of 
the oil operation and administration expenses.  
 

y/e 31 December  
£’000s 

2019A 2020A 2021A 2022A 2023A 

Revenue 2,519 799 1,751 662 - 
Pre-tax profit/(loss) (1,673) (6,904) (2,540) (2,122) (17,799) 
Net profit/(loss) (1,945) (7,137) (2,399) (783) (18,414) 

ADM Energy's five-year trading history. Source: Company accounts 

2023 results 

Financial results for the twelve months ended 31st December 2023 covered a period when ADM was 
being rebuilt. Over this year, there were management changes, cost-cutting, and a strategic review of 
the company’s legacy assets. There was no revenue for this period, and after £1.575 million of 
administration expenses and £16.843 million of impairment, the operating loss came out at £17.608 
million. After finance costs and tax, the loss for the year was £17.799 million. The total comprehensive 
loss for the year was £18.414 million after £0.615 million of exchange translation movements. The 
basic and diluted loss was 5.0p per share.  

2024 Interim Results 

Results for the six months ending 30th June 2024 saw the investment in a 30.6% economic interest in 
JKT Reclamation and the acquisition of a 100% membership interest in Vega, which marked the next 
phase in the rebuilding of ADM. Revenue totalled £0.138 million from the company’s JKT and Vega 
operations. After £0.016 million in cost of sales, £0.142 million in operating expenses and £0.566 
million in administration costs, the operating loss was £0.585 million.  After £0.015 million of finance 
costs and no tax payable, the loss for the period came out at £0.6 million, with a £0.589 million total 
comprehensive loss for the period. The basic and diluted loss per share from continuing and total 
operations was 0.1p. 

Recent developments 

In February 2025, the company announced a £400,000 fundraising at 0.1p and the intention to create 
an SPV “Entitlement” share to ringfence a distribution to shareholders on a 1-for-1 basis who are on 
the register as of 21st March 2025. Shareholders on the register at this date will share the bulk of the 
proceeds arising from the disposal of the stake in the Aje Project. At the same time, several loans were 
also converted into shares at 0.1p.   



 
 

 

Risks 
 
Geological risks  

A series of technical risk factors concern the level of understanding of the geology of the project areas, 
the reservoirs being targeted, and the distribution and magnitude of the indicators identified in 
exploration work.  

Resource risks 

All resource estimations are an expression of the judgement based on knowledge, experience and 
industry practice. Estimates valid when initially determined may change significantly when new 
information or techniques become available. Also, resource estimates are imprecise and depend 
somewhat on interpretations, which may prove inaccurate. 

Political risk  
 
Companies operating in Nigeria face political risks. The oil industry is arguably the most susceptible to 
political risks, mainly due to its importance to the host country’s economy.  
 
Oil price risks 
 
Oil prices are highly cyclical, and changes in the price could negatively or positively impact the valuation 
of the company’s projects and revenue from hydrocarbon sales. Over the past decade, oil prices have 
been highly volatile, trading between US$140 and $9 a barrel.  
 
Operational cost risk 
 
An increase in operational costs will reduce profitability, free cash generation, and the availability of 
funds for project dividend distribution. 
 
Exchange rate risks  
 
Movements in the value of currencies will affect the company’s accounts when translating US dollars 
into British pounds. Fluctuations in the value of the US dollar against the pound may affect the 
valuation the UK stock market awards ADM Energy. 
 
Future funds  
 
The market for raising funds for small-cap companies looks to have improved from the worse 
conditions a couple of years ago. However, the ratcheting political tensions concerning Ukraine, Israel, 
and Gaza, which have escalated to affect a wider region, have made the market turn its back on risky 
plays. This has led to several recent fundraisings in the resources sector, seeing share prices 
undermined by incoming investors demanding 30-50% discounts to provide the necessary capital. 

Fear of delisting 

Since the global financial crisis, 2024 saw the most significant exodus from the London stock market. 
A growing number of small-cap stocks seem to be delisting from the London market due to poor share 
price performance and lack of growth capital. In addition, there are undoubtedly high costs and 
regulatory burdens. At the same time, the authorities do not seem to be doing much to prevent this 
trend - perhaps they see this as a good opportunity to clean up the UK stock market. If delisting were 
to happen, shareholders may still have an interest in the company. However, it can be notoriously 
difficult to sell shares, which results in a 100% loss in many cases.  



 

 

Board of Directors 
 

Lord Bellingham – Non-Executive Chairman 

Lord Bellingham has enjoyed a distinguished Parliamentary career of almost 40 years and held several 
senior positions, including Foreign Office Minister for Africa, The UN, Caribbean, Overseas Territories 
and Conflict Issues; Chairman of the Westminster Foundation for Democracy; Chairman of the All-Party 
Group on the Commonwealth; and Prime Minister`s Trade Envoy to Libya. In 2016, he was Knighted in 
the New Year Honours list for Parliamentary and Political Service. He sits in the House of Lords after 
being awarded a Life Peerage in 2020. 

In addition to his Parliamentary career, Lord Bellingham has held several non-executive roles on AIM 
companies and, until recently, has been the Non-Executive Chairman of Pathfinder Minerals plc since 
2014. Before entering Parliament, he practised as a barrister, graduating from Magdalene College, 
Cambridge, with a master’s degree in Law. 

Randall Connally – Executive Director and CEO (Pending) 

Randy has thirty years of experience in oil and gas, focused primarily on finance and business 
development. He graduated from Texas A&M University with a degree in Finance and has worked for 
Bank of America, Donaldson, Lufkin & Jenrette, and Credit Suisse. Randy has advised public and private 
companies on various financing and strategic mandates and has served as CEO or Managing Partner of 
several public and private businesses.  

Dr Stefan Liebing – Non-Executive Director 

Stefan is the Chairman of Afrika-Verein der deutschen Wirtschaft e.V., the prestigious German-African 
Business Association, where he advises the German Government on investment in Africa. He chaired 
the G20 Compact with Africa investment summits in 2018 and 2019, held under the patronage of 
Chancellor Angela Merkel. Stefan is the CEO of Conjuncta GmbH, a boutique investment and project 
development company. Previously, he was a Director of International Gas Business at EnBW Energie 
Baden-Wuerttemberg AG, one of the largest energy supply companies in Europe, and earlier in his 
career, he held various senior positions at Royal Dutch Shell. 

Claudio Coltellini – Non-Executive Director 

Claudio is the Managing Member of OFX Holdings, LLC and a founder of several oil and gas companies 
in the United States.  Having graduated with a degree in economics and business, Claudio spent the 
first seven years of his career with Deutsche Bank.  He has invested in the U.S. oil and gas sector for 
over 15 years and is CEO of four private U.S. oil and gas companies focused on investment in the states 
of Texas, California, Kansas and Louisiana.  



 
 

 

Forecasts  

We update coverage of ADM Energy with forecasts for the financial years ending 31st December 2024 
and 2025. For 2024, the Aje Field remained shut in, but revenue was generated at JKT and from the 
three wells in the Red Cave Formation in the months since these interests were acquired. The pre-tax 
loss is determined to be £0.869 million. The loss per share is calculated to be 0.15p. 
 
For 2025, monthly oil processed at JKT is expected to rise from 2,000 to 6,800 barrels by the year-end. 
The revenue generated by the three wells in the Red Cave Formation is likely to be around the 25 bopd 
level. A similar amount of oil production is expected following the workovers at the Altoona Lease, to 
bring some of those wells back on stream, and is also included. The pre-tax profit is calculated to be 
£0.010 million for the year, which we believe would equate to earnings per share of 0.001p. 
 

Year End 31 December (000s ’£)     FY2022a  FY 2023a FY 2024e FY 2025e 

Continuing operations     

Revenue 662 - 550 1,750 

Operating costs (369) (210) (319) (650) 

Administrative expenses (1,723) (1,575) (1,000) (1,000) 

Other gains - 1,020 - - 

Impairment of investment (576) (16,843) - - 

Operating profit /(loss) (2,006) (17,608) (769) 100 

Finance costs (116) (191) (100) (90) 

Profit/(loss) on ordinary activities before taxation (2,112) (17,799) (869) 10 

Taxation - - - - 

Profit/(loss) for the year (2,112) (17,799) (869) 10 

Other comprehensive income     

Exchange translation movement 1,399 (615) - - 

Total comprehensive income for the year  (783) (18,414) (869) 10 
 
Basic and diluted profit/(loss) per share (p):     

From continuing and total operations (0.8) (5.0) (0.15) (0.001) 

Weighted average number of shares 252,369,021 352,852,268 572,343,235 1,102,289,589 

Total shares plus warrants and options 323,895,940 613,384,000 864,679,569 1,708,148,569 

     
Source: Company/Optimo Capital  



 

 

Valuation 
 
ADM is amidst a transformational change with a new focus on US Midstream and Upstream projects. 
An in-depth analysis of the significant business within the company has formed the basis of our  
valuation. In addition, we have determined the most likely disposal price for ADM’s interest in the 
Aje Project compared with a recent deal in the consortium. We have sought to be highly conservative 
in our valuation treatment, and to determine a target price for both the Ordinary and potential SPV 
Entitlement shares which makes sense in the current market. 
 
JKT Reclamation (41.4%)  
 
JKT represents ADM's top priority. To determine the company’s valuation for its interest in JKT, we 
have developed a financial model based on a discussion with management and the company’s 18-
month budget projections for JKT. The model was formulated to cover 10 years at the Wilson facility 
in Oklahoma and the Calwell facility in Texas until the end of 2034. Below, we set out some of the key 
assumptions made. 
 
Production - Current production at the Wilson facility is running at 2,000 bpm. We have modelled an 
increasing monthly production rate to achieve 3,400 bpm by April 2025, rising to 6,800 bpm by the 
year-end. Management believes that at Wilson, demand exists for 15,000 – 20,000 bpm and a similar 
amount at Caldwell, but we have decided to remain conservative. Production has been modelled to 
increase to 30,000 bpm by the end of 2027 based on the two facilities, each working a two-shift system 
six days a week with one shift on Sundays.  
 
Oil price - In our analysis, we have employed a flat fixed WTI oil price of US$70 a barrel, and an average 
discount to WTI of US$7.50 a barrel. 
 
Capital expenditure - The property at Wilson lies on a 20-acre site, with the current operations taking 
up just three acres, providing plenty of growth space. We have suggested that increasing capacity at 
the Wilson and Caldwell sites would partly come from the February 2025 fundraising and leasing of 
some additional equipment. 
 
Operating costs - We have been guided by the company’s published Midstream illustrative cash flow 
for operating expenses and likely cash flows. Operating costs, which include buying the raw material, 
equate to around US$22.00 per barrel.  
 

US$ Midstream Illustrative Economics 
Average barrels sold per month  2,000 3,000 5,000 
WTI US$/barrel 70.00 70.00 70.00 
Monthly Revenue 130,000 227,500 325,000 
Annual Revenue 1,560,000 2,730,000 3,900,000 
Operating Cash Flow 572,223 1,541,338 2,510,454 
Cash Flow Margin 36.7% 56.5% 64.4% 
Variable cost per barrel 11.16 11.16 11.16 
Fixed cost per month 59,994 59,994 59,994 
ADM Economic Interest 41.4% 41.4% 41.4% 
ADM Net Operating Cash Flow 236,681 637,522 1,038,364 
Average Monthly Cash Flow 19,723 53,127 86,530 

Based on: 
1. Illustrative cash flow levels based on 1H 2024 Key Metrics and achievement of varying sales levels. 
2. US$5.00 per barrel average discount to WTI Crude Oil. US$70 WTI is used 
3. Variable cost per barrel consistent with 1H 2024 experience. 
4. Fixed Cost per Month based on the average of 5 months of operations in 1H 2024, adjusted to exclude environmental clean-up and certain 
equipment rental expenses. 
5. ADM Economic Interest reflects an increase from 30.6% based on the transaction terms. 

 
Midstream illustrative cash flow. Source: Company 



 
 

 

General and administrative costs (G&A) are initially expected to be roughly US$45,000 per month. 
Increasing production initially requires hiring and training additional personnel to allow round-the-
clock work, so we have increased G&A to reflect this. 
 
Shareholding - ADM currently has a 41.4% interest in JKT, which we have allowed for in our analysis. 
Funding might allow the company to increase its stake to 60% by buying out other syndicate members 
and providing expansion capital, but this has not been factored into our analysis. 
 
Taxation - The Federal Corporation tax in the US is 21%, and most states also levy taxes on corporate 
income, with the total coming to 24% in Oklahoma but just 21% in Texas.  
  

Discount rate 10% 12% 
NPV US$m 20.09 18.13 
NPV £m 16.20 14.62 

ADM’s 41.4% share of the Net Present Values after tax of JKT. Source: Optimo Capital 
 

Based on our assumptions above, the Net Present Value was determined at 10% and 12% discount 
rates. Although discount rates of 5%, 8% and 10% are commonly used to evaluate projects, to remain 
conservative, we have chosen to use a 12% discount factor as this higher rate serves to de-risk the 
project further. So, the NPV(12) is US$18.13 million or £14.62 million. To remain conservative, we have 
further risked the NPV(12) by 50%, which gives a figure of £7.31 million, and has been used in our 
further calculations. 
 
Aje Project  
 
The company is seeking to dispose of its interest in the Aje Project, and we have placed a value on this 
by investigating the implied valuation from a recent deal in the project. In October 2023, Oslo-listed 
PetroNor E&P agreed to acquire New Age’s interest in the Aje Project. The agreement was that 
PetroNor would pay New Age US$6 million cash plus a deferred future gas production payment of up 
to US$20 million to acquire New Age’s 32% holding in the OML 133 Joint Operation Agreement. This 
transaction places an implied valuation of US$9.96 million ADM’s interest.  
 

Interest New Age ADM Energy 
Cost share 32.1% 12.3% 
Profit share 24.1% 9.2% 
   
 Transaction Value Implied Value 
Cash payment US$6,000,000 US$2,299,065 
Contingent payment US$20,000000 US$7,663,551 
Combined undiscounted value US$26,000,000 US$9,962,617 

Implied valuation based on PetroNor-New Age transaction. Source: Company 
 
At mid-year, PR Oil & Gas Ltd. (PROG) - the Nigerian subsidiary that holds Aje - had circa £1.3 million 
of debt and payables related to Aje. These obligations are non-recourse to the PLC. We have assumed 
that these will be offset against the purchase price when the company transacts. Taking this into 
consideration takes the implied valuation down to US$8.32 million. Of this total, US$8.07 million would 
go to the SPV Entitlement shareholders and US$250,000 to the company for working capital. These 
figures have been transferred into our SOTP table.  
 
 
  



 

 

The sum of the parts valuation 
 
Based on our model, we have derived an after-tax NPV(12) of £7.31 million for ADM’s 41.4% interest 
in JKT. In our table, we have also entered the split of Aje's disposal proceeds between the company 
and SPV Entitlement shareholders. Given the current number of Ordinary shares in issue of 
1,291,332,811 we suggest a per-share valuation of 0.47p. On a fully diluted basis (1,708,148,569), we 
add in the proceeds from the warrants being exercised, which takes the total valuation to £8.55 million, 
which equates to 0.50p per Ordinary share. 
 
The valuation of the SPV Entitlement shares works out at £6.40 million. The current number of these 
shares in issue (1,291,332,811) suggests a per-share valuation of 0.50p. In the recent circular, ADM 
indicated that a structure is being put in place to distribute to Ordinary shareholders on a 1-for-1 basis 
an Entitlement share on a soon to be determined Record Date. In our analysis, the combined value of 
1 Ordinary Share and 1 Entitlement share is 1.00p, our target price. 
 

Assets ADM Ordinary shareholders, as of  21st 
March 2025, receive a 1-for-1 Entitlement 

share  
Company 
£ million  

Preference shares 
£ million 

JKT Reclamation (41.4%) 7.31 - 
Aje Project (9.3% profit share and 12.3% cost 
share) totals US$9m  
split US$250,000 and US$8.07 million  

0.20 6.40 

Debt (1.84) - 
Cash  0.40 - 
Sub-total 6.07 6.40 
Per Ordinary share (1,291,332,811) 
Per Preference share (1,291,332,811) 

0.47p  
0.50p 

Funds coming in from warrants & options being 
exercised 

2.48  

Total 8.55  
On a fully diluted basis (1,708,148,569) 0.50p  
Per share valuation of Preference share 0.50p  
The combined value of 1 Ordinary share + 1 
Preference share 

1.00p  

Sum-of-the-parts valuation. Source: Optimo Capital 
 
We believe that our valuation and target price are conservative. We have not optimised our model, 
which we believe represents a base case. It must also be pointed out that there are good opportunities 
to increase prices of the underlying oil sales. The company realises that JKT is leaving money on the 
table, and its pricing matrix needs overhauling. On much of the volume, JKT is not consistently 
charging gate fees, which are fees for taking something that would be a problem for the operator and 
that might otherwise go to a landfill. In addition, there are many ancillary services and business 
opportunities, including truck tank washes, field storage tank clean out, and a hot oil truck service. All 
of which could result in a healthy boost in margins. 
 
Furthermore, no value has been added to the Red Cave Formation and Altoona Lease. Oil production 
at the Red Cave Formation averages 24-30 bopd. In addition, immediate work on the Altoona Lease 
could see a similar production level. Plus, there is a plan to deepen two wells later this year, which is 
currently unfunded but expected to be financed by US investors through an innovative arrangement 
at the project level. Once a CPR or a sustained period of production from these projects is achieved, 
we will be adequately able to consider these in a revised valuation. 



 
 

 

 
We are in the early days of the “new” ADM’s focus on oil and gas in the US. The company has 
successfully negotiated a couple of great deals, but as always, further capital will be needed to make 
the most of these opportunities. As illustrated in our key risks section, the “devil”, of course, in this is 
the listing basis of the shares in the UK, which has become not just tricky for early and pre-revenue 
resources stocks but, in some instances, a veritable graveyard given the inability to access capital on 
economic terms. Another risk to our valuation is if, for any reason, ADM is forced to raise capital before 
achieving properly self-sustaining revenues. That said, the shareholder register of ADM is comprised 
of aligned parties with a number of large equity stakes and that, including the most recent 
recapitalisation, have supported fundings when required. 
 
 
  



 

 

Conclusion 
 
No one will lament the passing of the “old” ADM Energy, which, after a torrid few years with a series 
of questionable management changes, the worst of which was under Osamede Okhamina, is set to 
be rebranded as Vega Energy. This now bears all the hallmarks of being a completely different entity.  
 
Vega is positioned for dynamic growth in oil sales and cash flow in 2025, which results from completing 
two impressive strategic investments in 2024. In small-cap companies, we believe management is 
more important than the assets. The good news is that the mastermind behind these strategic moves, 
Randall Connally, is becoming CEO and taking over the reins to drive the company forward. 
 
At the moment, all the dirty oil comes from Texas, although JKT will also look to source from Oklahoma. 
Texas is huge in the business plan for sourcing oil. Arbitrage opportunities exist as refineries in different 
regions have varying input criteria for the product they will accept. For example, Oklahoma refineries 
are much more tolerant of heavy metals than those in South Texas. Operations in both locations mean 
that tankers will not have to travel back empty. No problem exists in finding volumes of dirty oil to 
process, so there is the ability to be selective and only take those streams that match JKT’s capabilities.  
There seem to be many ways of increasing the return on processing oil that no one wants, and the 
company often gets the oil for nothing.  
 
Midstream might not be as scalable as traditional oil and gas. However, if the team can execute the 
business plan, they will be building a business capable of generating US$500,000 a month, where 
the company’s 41.4% interest would bring in US$200,000 a month to the PLC. If management gets its 
way and the company ends up with a 60% stake, that is US$300,000 per month or US$3.6 million a 
year, which could go a long way in a company of this size for drilling wells. Once they have got 
Midstream humming, they will invest in Upstream, at which point this could really move the needle. 
 
Aje is an excellent asset given the substantial investment, significant P1 resources and production 
history. It is a de-risked asset that had to be temporarily shut-in because of the gas content and 
dysfunctional consortium. Over the last three years, the most significant development at the O&G 
project in Nigeria has been PetroNor consolidating the Aje Project. Pending completion of the New 
Age Acquisition, PetroNord will emerge with, either directly or through joint venture, 71% of the cost 
share interest of the project. ADM’s interest in Aje is up for sale. The most logical buyer is an existing 
consortium member, which includes EER, where Hessia Group Ltd is the largest investor. Interestingly 
enough, Hessia is a 6% shareholder in ADM. So, there could be things going on behind the scenes, but 
obviously, many other potentially interested parties are out there. It has been stated that almost all 
the sale proceeds of ADM’s interest in the Aje Project will be shared amongst the Entitlement 
shareholders, which could be a massive bonus as it may potentially represent a multiple of the 
current share price.  

Anyone on the share register at the forthcoming SPV entitlement Record Date will receive a de facto 
potential “golden ticket” on a 1-for-1 basis. ADM’s market cap has been bashed down to a ridiculously 
low level in our view in recent years due to former management inertia and non-delivery. We now see 
enormous scope for growth based on assets that are already part of the company. 

At the current price we believe that ADM is grossly undervalued, as demonstrated in our analysis 
above. As clarity becomes improved about the scale of the potential upside at both the Midstream and 
Upstream interests and the Aje project, we look forward to being given the opportunity to revisit our 
target price. We initiate coverage of ADM Energy with a target price of 1.00p, which we have 
determined to be the combined value of 1 Ordinary Share and 1 Entitlement share.



 
 

 

DISCLAIMER & RISK WARNING 
 
ADM Energy is a research client of Optimo Capital. The director of Align Research (Optimo’s principal firm) is one of the 
largest shareholders in ADM Energy &  a debt provider. For full disclaimer details visit - 
https://www.optimocapital.co.uk/disclaimer  
 
Optimo Capital has made every reasonable effort to ensure the accuracy of the information in our research reports and 
this website although this cannot be guaranteed. Nothing in our reports should be construed as an offer or the solicitation 
of an offer to buy or sell securities by us and, as we have no knowledge of your individual situation and circumstances, 
you should not make any investment decision without consulting a fully qualified financial adviser.  
 
Each of our reports are deemed to be non-independent marketing communications as defined by the Financial Conduct 
Authority. Additionally, our reports are not subject to any prohibition on dealing ahead of their dissemination or post 
publication by staff members & related parties.   
 
Our research reports reflect the objective views of our team of analysts. As we may seek to take a portion of our fees by 
way of equity payment in the respective companies we cover, we believe that we are aligned with both investor and the 
subject company. However, as a consequence of this alignment, our vested interest is in an increase in value in the subject 
company’s equity. As such, we therefore cannot be seen to be impartial in relation to the outcome of our reports. 
Furthermore, our price targets should be seen as a value guide only and there is absolutely no certainty or representation 
on our part that they will be reached.   
 
Optimo Capital may publish follow up notes on these securities/companies but has no scheduled commitment and may 
cease to follow these securities/companies without notice. Optimo Capital follows both a personal & company dealing 
policy (covering staff & consultants) in relation to the dealing in the shares, bonds or other related instruments of 
companies that we cover. Nothing in Optimo Capital’s material constitutes a representation that any investment strategy 
or recommendation we make is suitable or appropriate to a recipient's individual circumstances.   
 
Optimo Capital does not represent or undertake that recipients of our material will generate profits, nor will it share with 
such recipients any investment profits, nor accept any liability for any investment losses or tax consequences that they 
may suffer. Optimo Capital material should not be regarded by recipients as a substitute for obtaining independent 
investment advice and/or the exercise of their own judgement. Neither Optimo Capital nor any of its, directors, employees 
or agents accepts any liability for any loss or damage arising out of the use of all or any part of our material. 
 
The marketability of some of the companies we cover is limited and you may have difficulty buying, or selling in volume. 
Additionally, given the smaller capitalisation bias of our coverage, the companies we write about should be considered as 
high risk. Our reports may not be reproduced in whole or in part without prior permission from Optimo Capital. Optimo 
Capital reserves the right to grant or revoke the authority to use this website at its absolute discretion. While every 
reasonable precaution has been taken to ensure the accuracy, security and confidentiality of information available 
through this website, Optimo Capital cannot be held responsible for any consequence of any action carried out by any 
user authorised or unauthorised. 
 
The information provided herein, and your subsequent use of it may from time to time be subject to certain statutory or 
other external regulation, conditions and restrictions. All use of the information by you must comply with such regulations, 
conditions or restrictions applicable to the area or territory in which you shall use the information herein. None of the 
information published or made available via the Optimo Capital website is intended to be published or made available in 
any jurisdiction where to do so would result in a breach of any applicable law or regulation. 
 
Optimo Capital reports may not be reproduced in whole or in part without prior permission. This financial promotion has 
been approved by Align Research Limited, which is authorised & regulated by the Financial Conduct Authority. FRN No. 
768993. © 2025 Align Research Limited. Optimo Capital Limited (FRN: 1017914) is an Appointed Representative of Align 
Research Limited, which is authorised and regulated by the Financial Conduct Authority (FRN: 768993). 


