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Victoria Oil & Gas Plc

Victoria Oil & Gas Plc (“VOG”) is a fully-integrated onshore gas
producer and distributor through its operations located in the port
city of Douala, Cameroon, and also has legacy assets in the FSU.

The Company is focused on providing a cleaner and more efficient
energy alternative to diesel and heavy fuel for the Douala region of
Cameroon through the safe and reliable supply of its natural gas.
Through the Company’s wholly-owned subsidiary, Gaz du Cameroun
S.A. (“GDC”), VOG has developed a cash generative business
that delivers fully integrated, indigenous gas to local industry and
communities. GDC has delivered gas to grid power, thermal and
industrial power customers using safe, consistent and scalable
solutions since 2012 via its now 51 km gas distribution pipeline
network from the Logbaba Project.

Through the direct and indirect employment of people within the
region, investment in local communities and its development of
industry expertise and infrastructure, VOG is committed to ensuring
a long-term energy future for the Douala region in Cameroon, where
demand for power remains high.

Victoria Oil & Gas Plc is listed on the AIM market of the London
Stock Exchange under the ticker VOG.L.

Victoria Oil & Gas Plc “Victoria Oil & Gas”, “VOG”, the “Company”

The Group “Victoria Oil & Gas Plc and its subsidiaries”

Gaz du Cameroun S.A.  100% owned subsidiary, “GDC”, “Gaz du Cameroun”

EBITDA Earnings before interest, taxes, depreciation and amortisation
ENEO Cameroun S.A. Cameroon’s national electricity generating company, “ENEO”
Logbaba Logbaba Project, 20 km? hydrocarbon licence in Cameroon
Matanda Matanda Block, 1,235 km? hydrocarbon licence in Cameroon
Please refer to full glossary, abbreviations and definitions section on page 94.
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Year in Review

Key Events

* Equity raise of US$16.8 million net of expenses.

* 93% increase in net revenue over 2018.

* 110% increase in daily average gross gas sales to 8.13 mmscf/d over 2018.

Post Year End

e Termination of ENEO contract.

* Appointment of Chief Executive Officer and Chief Financial Officer.
* Proven 1P reserves written down to 19 Bcf.

Daily Average Gross Gas Sales (mmscf/d)
2019 8.13

2018

2017

8.13 mmscf/d
110% increase from 2018

Annual Gross/Net Gas Sold (mmscf)

Net 1,691 Gross 2,967

2019

2018 Net 804 Gross 1,410

2017 Net 2,163 Gross 3,684
2,967 mmscf
110% increase from 2018
Thermal (Gross) Industrial Power (Gross) Grid Power (Gross)
1,505 mmscf 98 mmscf 1,364 mmscf

(YE 2018: 1,311 mmscf) (YE 2018: 74 mmscf) (YE 2018: 25 mmscf)
15% increase from 2018 33% increase from 2018

Revenue (US$ million)

2019
2018

2017

US$20.8 million
93% increase from 2018
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Chairman’s Letter

Dear Shareholders,

| assumed the role of Executive Chairman in
April 2019 with the mandate to install a new
senior management leadership team and
tackle, if not resolve, the legacy issues facing
Victoria Oil & Gas Plc (“VOG”, “the Company”).
2019 was, and 2020 continues to be, a year
of transition as we only welcomed Roy Kelly as
the Chief Executive Officer of VOG in late March
2020. Bridging this transition to the Company’s
future, | will provide the sole commentary in this
Annual Report.

Financial Performance

Having secured an extension of the ENEO
contract late in 2018, revenue for 2019
of US$20.8 million was almost double the
US$10.8 million attained in 2018.

Adjusted EBITDA for the year, which excludes
depreciation, impairments and the state royalty
provision for the operating loss, reflected a profit of
US$4.0 million (2018: loss of US$0.5 million).

However, impairments and State Royalty
provisions had a significant, and one-time
impact, on the Company’s profitability.

The Group is reporting a loss after tax of
US$110.3 million for the year ended 31
December 2019 (2018: loss of US$8.5 million).

The principle reasons for this significant loss

are as follows:

e The Q2 2020 Operational Update advised
shareholders that the proven (“1P”)
reserves for Logbaba had been revised
downwards effective 1 January 2020. The
stated reserves at 31 December 2019,
which included production for the year, was
65 Bcf, which was revised to 19 Bcf. This is
discussed in more detail later in this letter
and further in the Reserves and Resources
section on page 22. The reserves revision
precipitated a non-cash impairment charge
on the Logbaba assets of US$90.3 million
(201.8: Nil).

* The ongoing legal action against Cameroon
Holdings Limited (“CHL”), which involves a
dispute over royalty payments, has resulted
in a non-cash impairment of the Group’s
investment in an associate of US$5.6 million
(201.8: Nil).

e Post year-end a decision was taken by the
Logbaba partners crystallising a royalty
obligation to the State of Cameroon, which
back-dates to the inception of the project.
The dispute surrounding this royalty has
previously been disclosed as a contingent
liability, and as a result of the decision a
current liability of US$9.6 million has been

raised for the Gaz du Cameroun S.A. (“GDC”)
share of the obligation (2018: contingent
liability of US$8.0 million).

* ENEO ceased consuming gas in September
2019. Following protracted efforts to effect
payment from ENEO, GDC terminated the
Gas Sales Agreement (“GSA”) with ENEO in
July 2020. The invoicing from September
2019 through to the date of termination
was based on take-or-pay provisions in the
GSA. Owing to uncertainty over the timing
of the recovery of the take-or-pay invoices,
management has raised a provision for
expected credit loss against these invoices
and certain other customers at 31 December
2019 amounting to US$3.8 million (2018:
reversal of US$0.7 million). The termination
of the ENEO contract mid-2020 will
have a material impact on revenues and
performance during 2020.

Whilst these impairments and provisions are
significant, the Board believes that it has fully
accounted for the known matters and, with the
exception of the disclosed contingent liabilities
(Finance Review and Note 27), does not
anticipate further material write-downs.

Loss per share, which includes the items listed
above, was 48.2 cents (2018: loss of 5.8 cents).

The Directors have given careful consideration to
the appropriateness of the going concern basis
in the preparation of the Financial Statements.
Whilst there are material uncertainties, the
Directors have concluded that it is appropriate
to prepare the Financial Statements on a going
concern basis (see Note 3).

My Chairman’s Statement in the 2018 Annual
Report & Accounts brought to the forefront the
key challenges for management. These same
issues continued to be our strategic focus
throughout 2019, as well as other matters
detailed below.

Single Asset Risk (Upstream)

Logbaba wells are complex with commensurate
operational risk

This risk was exemplified during the drilling of
well La-108 in 2017. The well required two side-
tracks and subsequent remediation efforts
(of which further details below). So, mindful
of capital preservation and risk, coupled with
projections of demand growth, we will continue
to utilise the existing well stock, though we
realise this impacts our proved reserves.

This decision does not mean we don’t envisage
a fuller field development at a future stage
given the large in-place resources in Logbaba,

REVENUE FOR
2019 WAS
ALMOST DOUBLE
YEAR-ON-YEAR
AND ADJUSTED
EBITDA REFLECTED
A PROFIT OF
US$4.0 MILLION.



Chairman’s Letter continued

necessarily preceded by a modern seismic survey
to better image the reservoir and optimise the
locations of new wells. Such a survey would of
course require a new Environmental and Social
Impact Assessment (“ESIA”).

Added Matanda

To diversify risk, GDC received the Presidential
Decree that had been signed by H.E. Biya on 17
December 2018 authorising the transfer of the
interest in Matanda. The Production Sharing
Contract (“PSC”) was entered into in early 2016
with GDC having a 75% working interest and
Operatorship along with partner AFEX Global
Ltd (“AFEX”) with a 25% working interest. SNH
(Société Nationale des Hydrocarbures, in
English: The National Hydrocarbons Corporation
of Cameroon) has the right to back into a 5% to
25% working interest post exploitation licence
(progress detailed below).

Letter of Intent signed with New Age

Discussions during the period resulted in the
Company announcing in February 2020 a non-
binding letter of intent (“LOI”) for the supply
of natural gas from the Etinde Field, offshore
Cameroon. The project, and in particular the
upstream development, has many conditions
that have to be met before it becomes a reality.

The Etinde owners (New Age, AlM-isted
Bowleven, and Lukoil) have stated publicly that
they hope to make a Final Investment Decision
on the offshore development in the next six to
nine months. In this case, the upstream joint
venture partners will be taking the subsurface
geological risk, drilling operational risk, and will
have significant capital at risk.

Customer Concentration (Downstream)
Firstly, what we do in Cameroon

Through our wholly-owned subsidiary, GDC, we
reliably and safely supply cleaner fuel to the
greater Douala area in Cameroon.

Since 2012, the Company has been supplying
natural gas, by far the cleanest burning fossil
fuel, to numerous customers in the Douala
area for a variety of uses. Many of our customers
have converted diesel or heavy fuel oil
equipment to run on natural gas as fuel. Diesel
and fuel oils are largely imported in Cameroon
and suffer supply interruptions. Liquid fuels are
priced significantly higher than our gas.
Furthermore, compared with diesel, natural gas
represents the following reductions in emissions:
—a 25% reduction in carbon dioxide (CO,);

—an 80% reduction in nitrogen oxide (NOx); and
—a 97% reduction in carbon monoxide (CO)

emissions.
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The combustion of natural gas does not emit
soot, dust or fumes. Natural gas also generates
30% less CO, than fuel oil and 45% less than
coal, with a twofold reduction in NOx emissions
and almost no environmentally damaging
sulphur dioxide (S0O,) emissions.

Grid Customer ENEO

Having not consumed gas throughout most part
of 2018, ENEO Cameroun S.A. (“ENEQ”) signed
a new, binding term sheet in December 2018 to
resume gas consumption at the 30 MW
Logbaba Power Station at a price of US$6.75
per MMBtu. Gas sales recommenced on 22
December 2018.

The issues with settlement of aged debt by
ENEO has been much reported by the Company
to date. In September 2019, Alternative
Solutions  Projects DWC-LLC (“Altaaga”),
the generator supplier to ENEO, suspended
operations at ENEO’s Logbaba site due to non-
payment of invoices by ENEO. Consequently,
GDC has not been able to provide gas to ENEO
since that date, but continued to invoice ENEO
based on take-or-pay provisions as per the
binding term sheet. At 31 December 2019,
the outstanding balance due from ENEO was
US$10.3 million (US$6.2 million net to GDC,
against which the Group raised a provision for
expected credit loss of US$3.0 million for a
disclosed receivable of US$3.2 million). Post-
period, ENEO arranged payment of invoices
for May, June, July and August 2019, totalling
US$5.1 million via four promissory notes (akin
to post-dated cheques), which were used as
collateral for a bridging facility with BGFIBank
Cameroon (“BGFI”). The promissory notes have
subsequently been honoured and the bridging
facility with BGFI has been settled.

Absent any offer of payment or payment plan
for the aged debt, the Company announced in
July 2020 the termination of the agreement
to supply gas to ENEO. Despite ENEO’s poor
payment record, GDC had supplied natural gas
to ENEO at its Logbaba power plant since April
2015. The Company made repeated requests in
writing and in person to the senior management
of ENEO to discuss a method of settlement
of its burgeoning debt, which stood at US$20
million receivables (US$12 million net to GDC)
at the time of termination. Furthermore, the fully
termed agreement and payment guarantee that
were supposed to quickly follow the binding term
sheet had not been forthcoming. As a result of
this untenable situation, GDC served a notice of
Event of Default on ENEO pursuant to the binding
term sheet on 2 June 2020, which included a 30-
day remedy period. At the expiry of this period,

AT THE TIME OF
TERMINATION
RECEIVABLES
DUE FROM ENEO
STOOD AT US$20
MILLION GROSS.
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Chairman’s Letter continued

GDC had no alternative but to terminate the
gas supply agreement with immediate effect.
The Company will now rigorously pursue this
unpaid debt via the legal channels available to
it, including interest, and a penalty payment of
three months’ fees as a result of termination as
per the binding term sheet.

Industrial Customers

During 2018, when GDC made limited gas
sales to grid power customer ENEO, there was
a large drive to grow the Company’s Industrial
customer base resulting in eight new customers
connected in 2018. The results of these new
customers were seen in the increased gas
sales in these sectors (as detailed below).
Whilst ENEO has been the largest off-taker
(when it was online) in 2019, it has been
paying the lowest gas price amongst our large
customer base. With the gas supply headroom
resulting from ENEO’s non-consumption of gas,
GDC management is able to actively pursue
the higher value, largely private, credit-worthy
customers, near our infrastructure in the first
phase, followed by similar customers in clusters
requiring more capital to tie-in (expanded on
below).

Other Independent Power Producers — AKSA

In July 2019, the Company and Aksa Enerji
Uretim A.S. (“AKSA”) signed a term sheet for
the sale of approximately 25 mmscf/d of gas
(the precise volume will depend on the calorific
value of the gas and the genset specification) to
AKSA’s proposed 150 MW Douala Power Station
(Bekoko). The term sheet is subject to various
conditions precedent, including government
approvals and the signing of a Power Purchase
Agreement with an electricity distributor. On 2
July 2019, the Minister of Water Resources
and Energy of Cameroon, on behalf of the
Government of the Republic of Cameroon,
and AKSA, entered into a Memorandum of
Understanding to develop a 150 MW of power
plant project at Bekoko, subject to receipt of the
requisite approvals and licenses. The location
of the proposed power plant is expected to be
near the existing Bekoko substation, not far
from GDC'’s existing gas pipeline network.

New Opportunities:

The installation of a major gas pipeline network
from Limbe to Bekoko (part of the Etinde
Project, operated by New Age) could provide
numerous additional opportunities to GDC,
which otherwise would have been deemed
uneconomic. This pipeline may allow GDC to
be in a position to supply gas to smaller towns
along the route into Douala, such regions and
towns as Ombe, Mutengene, Tiko and Buea,

and provide much needed power using smaller
gas-fired power plants.

Contingent Liabilities

CHL

In the first quarter of 2019, GDC ceased paying
the Cameroon Holdings Ltd (“CHL”) Royalty
and initiated a review of the underlying
documentation. In July 2019, CHL commenced
proceedings against both GDC and VOG with
regard to payments CHL believes it is entitled
to under the Royalty Agreement. The Company
is vigorously defending the claim. Whilst the
Company owns 35% of CHL, the Company has
not accrued for CHL royalties during 2019 and
has fully impaired this investment, resulting in
an impairment charge of US$5.6 million during
2019. In the event that the legal proceedings
result in GDC being obliged to continue paying
royalty payments, the Group’s liability at 31
December 2019 would be US$3.0 million
(2018: US$0.3 million).

Requirement to separate Upstream and
Downstream

The separation of the business into upstream
and downstream business units is a
requirement of the Petroleum and Gas Codes
in Cameroon, and is an industry norm.

Operationally, the separation and a downstream
framework makes sense for the Company as
the Logbaba Field depletes over time and the
Company seeks to source other gas for the
pipeline network. In order to comply with the Gas
and Petroleum Codes in Cameroon, the Logbaba
partners are working with the Cameroonian
Government to separate the business into
its upstream and downstream components.
The parties are in ongoing negotiations with
SNH regarding the mechanism and fiscal
arrangements for, amongst others: the potential
participation of SNH in the downstream
activities; the allocation of assets, liabilities,
revenues and costs, and the associated
transfer pricing mechanisms; and the net
settlement required by SNH to take ownership
of their entitlement. One of the matters under
negotiation has been the parties’ obligation to
pay state royalties. In prior years this potential
liability was disclosed as a contingent liability.
Following a GDC decision post year-end, the
royalty liability has now been crystalised and
the Company has accordingly provided US$9.6
million at 31 December 2019; however, GDC
has requested to “net out” against amounts
that may be owed by SNH. The presentation
of the consolidated Financial Statements has
required management’s judgement with regard

WE BEGAN IN
2019 TO REPLACE
GAS SUPPLIED TO
ENEO WITH NEW,
HIGHER PAYING,
INDUSTRIAL
CUSTOMERS.



Chairman’s Letter continued

to the outcome of these negotiations to ensure
that the Financial Statements present a fair
and reasonable view of the financial position
and results of the Company.

RSM

RSM has instituted an arbitration in Texas, USA
under ICC rules in which it is asserting material
claims primarily related to final invoices for the
drilling of the two wells, La-107 and La-108,
and certain audit exceptions raised by RSM
following audits of the Logbaba operations
between 2015 and 2018. RSM has made two
attempts to obtain interim rulings which GDC
has successfully defended and the substantive
matter is currently scheduled for hearing at the
end of January 2021.

Separately, on 3 February 2020, RSM filed an
arbitration application under UNCITRAL Rules
pursuant to a Participation Agreement for
the project. Much of the relief sought in this
second arbitration duplicates the claims in the
ICC arbitration save that it also challenges the
validity of cash calls GDC issued in November
2019 for RSM'’s share of expenses in relation
to the La-108 well remediation (in aggregate
US$2.9 million) and raises issues relating
to the primacy of the underlying governing
documents relating to the Logbaba Project, and
the process of approvals for certain actions of
GDC as the Operator on the Logbaba Project.

This arbitration will be heard in London under
Cameroon Law.

Arbitrations under ICC and UNCITRAL rules are
confidential processes. VOG is not permitted
to provide detailed comments on them, beyond
saying that it continues to vigorously defend the
claims raised by RSM.

Equity Raise

In March 2019 the Company announced an
equity raise which was completed following a
General Meeting of the Shareholders in early
April 2019. US$16.8 million net of expenses
was raised. 104,627,788 new Ordinary Shares
were issued at 13 pence per share. The
Company used the proceeds of the Fundraising
to continue to invest in its Logbaba and
Matanda projects in Cameroon.

Board Changes

Changes to Senior Management commenced in
April 2019 and have been completed in 2020.
There have been many Board changes during
and post period to ensure the Company has a
balanced, independent and dedicated core of
Directors to provide oversight and advice to the
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Senior Management on operations and strategy
and guard the interests of shareholders and

stakeholders. NEW SENIOR
As previously mentioned, with the new Senior MANAGEMENT
Management in place, | plan to step back from AND ADDITIONS

the Executive to a Non-Executive Chairman
position following the General Meeting to be
held on 29 October 2020 as the Company

TO THE BOARD
WILL ALLOW VOG

neither needs the cost nor role of an Executive TO RESET ITS
Chairman. STRATEGY AND
During the period: FUTURE.

April 2019  Kevin Foo — Executive Chairman

retired

¢ Roger Kennedy — Change from
Non-Executive Director (“NED”)
to Executive Chairman

e John Knight — Appointed NED
and Senior Independent Director

¢ John Daniel — Appointed NED

July 2019 - John Bryant — Resigned NED
Nov 2019 e John Knight — Resigned NED
Post period:
Feb 2020 ¢ Robert Collins — Appointed NED
and Senior Independent Director
Mar 2020 < Roy Kelly — Appointed as CEO
* Ahmet Dik — Resigned as CEO
May 2020 e Andrew Diamond — Resigned as
Finance Director
Aug 2020 e« Robert Collins — Changed

from NED to Chief Financial
Officer. Ceased to be Senior
Independent Director.

| would like to take this opportunity to thank
the former Directors for their contribution to the
Company during their appointments and wish
them well in their future endeavours.
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Chairman’s Letter continued

Review of Operations

Key Events

e Grid Power Customer ENEO consumed gas
from January to mid-September 2019

* 110% increase in gross annual gas sold of
2,967 mmscf (2018: 1,410 mmscf):
Gross 2,967 mmscf/Net 1,691 mmscf

e Daily average gross gas sold 8.13 mmscf/d
(2018: 3.86 mmscf/d)

Logbaba — Upstream:

Reserves & Resources

Following a thorough review of field and well
performance data, and recognising there are
no shortterm plans for further drilling at this
time, management has reduced its estimated
Proved Reserves (“1P”) for the Logbaba Field.
Other categories of reserves remain unchanged
at this time, as do other classifications (e.g.
Contingent and Prospective Resources). The
Reserves reduction is accompanied by a non-
cash impairment charge of US$90.3 million
discussed in the Financial Review.

All nine penetrations of the primary reservoir
in the Logbaba Field have encountered mobile
gas in reservoir quality sands in what is
undoubtedly a significant in-place resource, and
we are not downgrading previous estimates of
gas in place. Our reduction in Proved Reserves
at this time reflects our finite well stock, an
assessment of the La-107 performance which
did not meet our pre-drill expectations, and
recognition that the project was designed to
be a staged development, involving more wells
drilled over time and in line with an improved
understanding of the reservoir and growth in
demand. As mentioned above, we don’t propose
to drill more capital-intensive and operationally
risky wells at this time. Given a successful
remediation of La-108, the Proved Reserves
level would support sustained production at
current demand levels (which excludes grid
power) for several years. Additional wells in
previously undrilled areas of the field would
immediately add to the Proved Reserves.

It was previously determined that the acquisition
of new seismic data using modern technology
and methods over the Logbaba field would de-
risk the block and identify prospective new well
locations. To this end, a feasibility study was
carried out in the downtown Douala area by a
seismic specialist in April 2019 to ascertain
whether a seismic survey could be acquired
in an urban area. It was concluded that a full-
fold 3D survey over the C38 block would be
possible with suitable equipment and crew.
Absent of the requirement for new wells, this

work has been put on hold given the drive to
conserve capital.

La-108 Remediation Project

At the end of the La-108 well testing operations
in December 2017, a spent perforating gun was
stuck in the production tubing at a depth of
895 m, with a wireline cable extended from the
stuck gun to surface. In April 2018, the cable
was cut downhole at a depth of about 700 m.
The cut wire was recovered from the hole,
leaving the perforating gun and about 200 m of
cable in the hole. Gas consumption levels were
low during 2018 and due to cash constraints
the Company decided to put this project on hold
until a later date. Production increased in 2019
and planning commenced for works to recover
the perforating gun, conduct further perforating,
and flow testing to complete well La-108. The
work was to be performed using a hydraulic
work-over unit. A clean out of the wellbore
(tubing and lining) was to then be carried out,
followed by perforation of the Upper Logbaba
Sands. On completion, the La-108 well will
then be tied-back to the existing flowline and
the flowline made permanent. In the first half
of 2019, the service provider tendering was
carried out, contracts put in place, preparations
on site completed, long-lead items ordered, and
the work commenced in August 2019. The tool
string and a large proportion of the wire were
retrieved, and operations continued to retrieve
the remaining wire. The wireline tool string
and 130 m of wire was recovered. A clean out
assembly was run to recover the remaining 50
m of wire and clean the hole, but this became
stuck in the tubing at approximately 900 m.
Operations were suspended at the end of
October 2019 to mobilise additional equipment
to complete the remediation programme. Prior to
suspending operations, GDC used the available
equipment on site to successfully perform
additional perforations in well La-107. The
remediation work on well La-108 was expected
to commence during April 2020 upon the arrival
of the additional equipment which was sourced
to perform the project. The equipment is now on
site, however, due to safety concerns related to
measures taken in-country regarding Covid-19,
the snubbing rig contractor evacuated their
personnel.

Processing Facilities Enhancements

In December 2018, the VOG Board approved
engineering and execution planning to upgrade
the Logbaba Gas Plant to enable production
operations at lower pressures, increasing the
value of the gas deliverability and ultimately
recovery from the wells. The objective of the

POST REPORTING
PERIOD AND
FOLLOWING
DETAILED
ANALYSIS OF WELL
PERFORMANCE,
THE COMPANY HAS
REDUCED THE
PROVED RESERVES
OF THE FIELD IN
LINE WITH THE
PERFORMANCE

OF THE CURRENT
WELL STOCK. THIS
DOES NOT IN ANY
WAY DIMMISH
OUR VIEW OF THE
SIGNIFICANT IN-
PLACE RESOURCES
THAT REMAIN IN
THE LICENSE.



Chairman’s Letter continued

planned enhancements at the Logbaba Process
Plant is to maximise hydrocarbon recovery from
existing and future wells by lowering the
minimum gas inlet pressure to the plant.
Modifications made to the Logbaba Process
Plant since its commissioning in 2012 have
resulted in the two process trains having
different configurations and capabilities. The
configuration of both trains needs to be
optimised to ensure maximum production
availability which, in turn, should increase
recovery of hydrocarbons. The project will
include the installation of a feed gas chilling
system to ensure continued gas and condensate
export at lower wellhead pressures, whilst
maximising recovery from all wells. It should
also provide operational flexibility and increased
reliability by enabling both high-pressure and
low-pressure wells to be produced concurrently,
thereby potentially extending the life of the wells
at the Logbaba Field. A further benefit of the
project is that it will enhance the reliability of the
Logbaba Gas Plant as GDC production
increases. The project is being delivered in two
stages. Stage 1, which was completed in
September 2019, comprised the following Front-
End Engineering Design (“FEED”) work:
engineering design, cost estimation and
execution planning for implementation of the
selected process configuration; and Stage 2,
focuses on execution, which at the time of
writing, has commenced, and includes detailed
engineering, design, equipment and materials
specification, procurement, fabrication, shipping,
construction and commissioning. Post reporting
period, we carried out low pressure trials on the
plant without any major modifications, assessing
in particular whether the gas will stay within
export specification, and the results suggested
this was possible. We are thus able to slowly
reduce the operating pressure of the plant with
the full expenditure of the enhancement project
deferred until such time that it becomes
necessary.

Pipeline

During 2019, 1.09 km of service lines were laid
and the total pipeline network at the year-end
was 51.09 km.

Industrial Customers
The focus continues to be to improve our
customer diversification.

During 2019, three new thermal customers
(ACI, CCC and CIMAF) commenced consuming
gas. The efforts in 2018 on industrial customer
growth were reflected in 2019 gas sales with
a 15% increase in gross thermal gas sales to
1,505 mmscf and a 33% increase in industrial
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gas for power consumption with 98 mmscf
gross consumed.

Post year-end, a further customer has been
connected to the network with another two due
to be commissioned by the end of 2020. As
is normal, we have also seen five customers
cease consumption during the period for
various reasons. At the time of writing we have
36 consuming customers.

Post Period

Covid-19 has had a limited and difficult-to-quantify
effect on gas demand as borders have closed,
the supply of raw materials was interrupted, and
demand for customers’ products fell off slightly.
Crew mobilisation restrictions have led to delays
to La-108 remediation work. However, at the
time of writing, lockdown restrictions have been
relaxed and consumption has increased again,
but the impact on gas consumption has not
been material.

La-108 Insurance Claim

The Company continues to pursue its claim
and, post period, has employed industry claim
specialists to assist in this matter.

OECD Claim

Following a complaint to the Organisation for
Economic Co-operation and Development
(“OECD”) in 2018 and various communications
with the UK National Contact Point (“NCP”)
for promotion of the OECD Guidelines for
Multinational Enterprises (the “Guidelines”),
the Company participated in mediation in late
2019 with the aim of addressing the concerns
of the residents involved and this is ongoing
although meetings have been postponed due
to Covid-19 restrictions. The Company does not
expect any economic costs resulting from this
claim.

ISO Certification

GDC has worked on International Organization
for Standardization Compliance (“1SO”) 9001,
14001 and 45001 ISO since 2017. It has
developed and implemented its Integrated
Management System (“IMS”) based upon the
requirements of these international standards.
We were pleased to announce in May 2019
that following an audit by an external certifying
authority, GDC has successfully completed
the audit process for ISO 9001:2015, ISO
14001:2015 and ISO 45001:2018. This
achievement is evidence that GDC has
established management systems for Quality,
Environmental and Occupational Safety and
Health, which conform to international 1SO
standards. This accomplishment demonstrates
our continued commitment to providing a high-

FORTUNATELY
COVID-19 HAS
HAD A LIMITED
EFFECT ON GAS
DEMAND FROM
CUSTOMERS.
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Chairman’s Letter continued

quality product and delivering a consistent
service in a safe and environmentally conscience
manner to all our clients, alongside the
investment of time and money into new
technology, staff, processes and procedures
by the Company.

Matanda

GDC received the Presidential Decree that had
been signed by H.E. Biya on 17 December
2018 authorising the transfer of the interest in
Matanda from Glencore resulting in GDC holding
a 75% interest and operatorship and AFEX
holding the remaining 25%. SNH have a right
to back in up to 25% post exploitation licence.
The agreed obligation for this work programme
was one exploration well plus reprocessing of
existing seismic in the first two-year period of
the PSC.

The next phase of subsurface work on the
block involved completion of the evaluation
of the prospectivity and de-risking of existing
prospects. The evaluation of so-called Area 2 of
the Matanda Block (in between the Logbaba and
North Matanda fields) has been completed and
numerous Tertiary and Cretaceous prospects and
leads have been identified. This work concluded
Phase One of the Work Programme and the
evaluation of the Matanda Block’s prospectivity.

Phase Two of the Matanda Work Programme
commenced in early June 2019 with a risk
mitigation workflow. The initial stages of this
work flow include an analysis of the gathered
data over each prospect. The aim of this work
is to refine the understanding of the risk of the
identified prospects which will lead into the next
phase of the work flow: detailed well planning
to geological prognosis.

Alongside the above workstreams, the scope for
the Environmental and Social ImpactAssessment
(“ESIA”) was finalised to ensure that all aspects
of risks to the environment and social factors
have been assessed and necessary precautions
taken, in accordance with the requisite rules and
regulations, to ensure there is minimal impact
on the environment ahead of drilling preparation.
The EISA is ongoing.

West Medvezhye (“West Med”)

A third-party Technical Report has been
completed by a specialist Russian consultancy
on the Company’s 100% owned Western
Medvezhye Licence in the prolific West Siberian
basin, containing the 2006 oil discovery.
Based on this Technical Report, the Company
has commenced a formal process to divest
the Western Medvezhye Field and is in

discussions with potential buyers of the field.
Whilst a prospective buyer is conducting due
diligence, the Company expects an extended
sales process due to the Covid-19 crisis and
the volatility of crude prices. This asset has
previously been fully impaired.

As this report covers a period of time that
preceded Roy Kelly’s appointment as CEO, | am
going to personally refrain from detailing the
future strategy of the Company. Roy is a CEO
of the calibre that does not need an Executive
Chairman. His appointment predicated my
announcement to step down to a Non-Executive
Chairman role after the publication of this Report
and our General Meeting in October 2020. | am
confident that under Roy’s leadership, and with
the addition of our new CFO, Rob Collins, the
Company is in good hands and will be set in
a new direction to ensure shareholder value.
They themselves will communicate their plans
in due course and will have my continued input
and backing. In the coming weeks the Company
will be releasing its Q3 20 Operational Update
and the Interim Results to the end of June
2020.

It goes without saying that the Company is
grateful for the commitment of all management
and staff. | would like to thank our operational
partners, stakeholders in the Projects, and, of
course, our shareholders for their continued
support and patience.

Roger Kennedy
Executive Chairman
29 September 2020

| AM CONFIDENT
THAT UNDER THE
LEADERSHIP OF
OUR NEW CEO ROY
KELLY AND NEW
CFO ROB COLLINS
THE COMPANY IS
IN GOOD HANDS.



Financial Review

The year ended 31 December 2019 (“current
year”) was a challenging year for VOG. The
renewal of the gas supply contract with ENEO
on 22 December 2018 provided great hope of
a successful 2019, following a difficult year in
2018 (“prior year”). Unfortunately that hope
soon dissipated when the ongoing difficulties
in the Cameroonian energy sector resulted in
delayed and sporadic payments for gas provided
to ENEO. In September 2019 the generator
provider shut down the generators at ENEO’s
Logbaba Power Station citing non-payment by
ENEO. Eventually, despite tireless efforts to
recover amounts due, GDC terminated the Gas
Sales Agreement (“GSA”) with ENEO on 2 July
2020 and is currently using all means available
to recover the outstanding amounts from ENEO.

The working interests in the upstream
operations of the Logbaba Project are as
follows:

e GDC (operator) 57%

e RSM Corporation (“RSM”) 38%

* National Hydrocarbons
Corporation of Cameroon (“SNH”) 5%

A down-grading of the Group’s Proven (“1P”)
Reserves on the Logbaba Project (as discussed
on page 22, in conjunction with the deteriorating
grid power outlook for Cameroon, have resulted
in a US$90.3 million impairment of the Group’s
Logbaba tangible and intangible assets. This is
discussed in more detail below.

Victoria Oil & Gas Plc Annual Report & Accounts to 31 December 2019

The Logbaba Project has operated as an
integrated upstream and downstream operation
since inception. In order to comply with the Gas
and Petroleum Codes in Cameroon, the parties
are working with the Cameroonian Government
to separate the business into its components.
The parties are in ongoing negotiations with
SNH regarding the mechanism and fiscal
arrangements for, amongst others: the potential
participation of SNH in the downstream
activities; the allocation of assets, liabilities,
revenues and costs, and the associated
transfer pricing mechanisms; and the net
settlement required by SNH to take ownership
of their entitlement. One of the matters under
negotiation has been GDC’s obligation to pay
state royalties. In prior years this potential
liability was disclosed as a contingent liability.
Following a GDC decision post year-end, the
royalty liability has now crystalised and the
Company has accordingly provided US$9.6
million at 31 December 2019. The presentation
of the consolidated Financial Statements has
required management’s judgement with regard
to the outcome of these negotiations to ensure
that the Financial Statements present a fair,
balanced and understandable view of the
financial position and results of the Company.

The Company completed a fundraise of
US$16.8 million net of expenses in April
2019 to strengthen the Company’s financial
position and provide a stable growth platform

31 December 31 December

2019 2018

Gas sales (mmscf) — Gross 2,967 1,410
Gas sales (mmscf) — Attributable 1,691 804
Condensate sales (bbls) — Attributable 12,641 8,309
Revenue (US$'000) — Gross 35,793 18,596
Revenue (US$'000) — Attributable 20,822 10,796
Net royalties (US$’000) 9,324 1,145
Impairment of tangible and intangible assets (US$’000) 90,289 -
Impairment of investment in associate (US$’000) 5,556 -
Impairment of assets (US$'000) 95,845 -
Adjusted EBITDA (US$'000) 3,991 (529)
Loss before tax (US$'000) (111,952) (8,302)
Loss after tax (US$’000) (110,280) (8,521)
Basic loss per share (cents) (48.2) (5.8)
Operating cash flow before working capital (US$’000) (4,267) (1,487)
Cash working capital movement (US$’000) 3,942 1,367
Capital invested (US$’000) 7,710 3,363

Net debt (US$’000)

(10,685) (17,440)
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Financial Review continued

for the business. The net proceeds of the
fundraising enabled the Company to, amongst
other things, initiate the remediation project
on well La-108 at Logbaba. The remediation
works, which were performed during H2 2019
were partially successful in that the perforating
gun, which was previously stuck, was retrieved
and removed. Unfortunately, in the process of
cleaning out residual wireline the toolstring
became stuck and operations were suspended
to bring additional tooling in country. The
tooling arrived in March 2020, and just as the
team were gearing up to restart operations
Covid-19 struck and the rig contractor deemed
the conditions and local lockdown procedures
unsuitable to continue with the operations and
repatriated the crew. It is anticipated that the
remediation of La-108 will continue in Q4 2020.

Since January 2019, the Company has ceased
making payments under the CHL Royalty
Agreement. CHL has commenced proceedings
against both GDC and the Company regarding
payments CHL believes it is entitled to under the
Royalty Agreement. The Company is defending
such claims and the matter is progressing
towards an interim court hearing expected in
November 2020. The Company has not accrued
for CHL royalties in the current year, and has
reversed the accrual relating to the royalty from
the prior year of US$0.3 million. Furthermore,
as the investment in associate relates to the
Group’s 35% interest in CHL, the Company has
fully impaired this investment, resulting in an
impairment charge of US$5.6 million in 2019.

Statement of Comprehensive Income

The strong gas sales and revenue growth in the
current year (93%) is largely attributable to the
renewal of the ENEO binding term sheet. Grid
sales in the current year amounted to US$8.0
million (2018: US$0.1 million). Despite not
providing gas to ENEO since September
2019, when the generator provider ceased
operations, GDC has invoiced ENEO monthly on
a take-or-pay basis in accordance with the GSA.
GDC continued to invoice ENEO on this basis
until June 2020, at which point the GSA was
terminated. Shareholders should be aware that
revenue for grid power in 2020 will only reflect
January to June 2020 invoicing.

Excluding grid revenue, thermal and industrial
power revenue contributed US$12.0 million
(2018: US$10.1 million), a healthy 19%
increase, and reflective of the efforts made by
the GDC sales team to expand the customer
base in the prior year when ENEO was not
consuming gas. Condensate revenue of US$0.8

million (2018: US$0.6 million) reflects the
increased volumes of gas sold, but has also
suffered as a result of the fire at the Sonara
refinery, following which GDC was forced to
seek an alternate condensate off-taker at less
advantageous pricing.

Net royalties consist of an accrual of US$9.6
million (2018: contingent liability of US$8.0
million), being GDC’s share of the current and
past state royalties. The Logbaba Project incurs
state royalties at 8% of hydrocarbon production,
and it is anticipated that this royalty will be
levied on upstream revenues going forward.
State royalties for downstream operations in
Cameroon, according to the Gas Code, attract
royalty at 5% of revenues. The current year
royalties balance includes a US$0.3 million
reversal of an accrual for CHL royalties from
the prior year (2018: CHL net royalty charges of
US$1.1 million).

The increase in unit of production depreciation,

which amounted to US$7.3 million (2018:

US$5.0 million) reflects the increased gross

gas sales. When unit of production depreciation

and net royalties are stripped out of cost of
sales, the remaining costs of sales combined
with other administrative costs amounted to

US$18.4 million (2018: US$11.9 million). The

reasons for this increase, during a period when

the Group was actively trying to reduce costs,
are as follows:

e A non-cash increase of US$3.7 million in
provision for expected credit losses (2018:
reversal of US$0.7 million). The increase
relates principally to ENEO take-or-pay
invoices which, although contractual, may be
slow to recover, and an additional provision
for expected credit losses of US$0.8 million
due to a fire which destroyed the Sonara
refinery in Limbe, Cameroon. Sonara
declared force majeure, however GDC
continues to seek payment for condensate
delivered prior to the fire;

e Non-cash cost of US$1.0 million associated
with the issuance of share options to
directors and employees pursuant to the
Long-Term Incentive Plan (“LTIP”). These
options were issued with a strike price of
14p, 1p higher than the shares issued in the
fundraise in April 2019;

e Significant legal fees of US$0.6 million
incurred in defending the RSM arbitrations
and CHL litigation;

e Termination costs of US$0.5 million (2018:
Nil) paid to the Company’s former chairman
(see page 40); and
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e Following a plethora of various fiscal
audits, in common with many businesses
in Cameroon, GDC was required to make
additional customs, and various social tax
payments, including penalties and interest,
of US$0.5 million.

Impairments raised in the current year consist of
an impairment of the Logbaba tangible and
intangible assets of US$90.3 million (2018: Nil),
and a further US$5.6 million (2018: Nil)
impairment of the Group’s investment in
associate CHL. These impairments are disclosed
in greater detail in Note 4. Impairment indicators,
namely the downward revision of the Group’s
Logbaba 1P Reserves, termination of the ENEO
GSA and the deteriorating conditions in the
Cameroonian energy sector, were identified and
an impairment review was performed on a value-
in-use basis. A discounted cashflow model was
based on management’s best estimates for the
Logbaba Project, including the aforementioned
indicators and other key assumptions. The
results of the review concluded that the assets
required impairment and accordingly wells La-
105, La-107 and La-108 as well as the pipeline
infrastructure in Douala have had their carrying
values reduced by US$90.3 million in 2019.

31 December 31 December

2019 2018
US$’000 US$’000
Operating loss (110,101) (6,336)
Depreciation 8,609 5,807
Provision for state
royalties 9,638 -
Impairment charges 95,845 -
Adjusted EBITDA 3,991 (529)

Adjusted EBITDA, which removes depreciation
and significant one-off charges (provision
for current and historic state royalties and
impairment charges in the current year) from
the reported operating loss, was a gain of
US$4.0 million (2018: loss of US$0.5 million)
reflecting the impact of the increased revenues.
The result would be even better if the non-cash
ENEO and Sonara expected credit loss provision
increases of US$4.5 million were excluded.

The Group produced a loss before tax of
US$112.0 million (2018: US$8.3 million), and
a loss after tax of US$110.3 million (2018:
US$8.5 million). The basic and diluted loss per
share was 48.2 cents (2018: loss of 5.79 cents).

Statement of Financial Position

Intangible assets consist mainly of the costs
incurred on well La-108 less impairment
charges. Works to remediate the well amounting
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to US$6.7 million were capitalised in 2019
(2018: Nil) and succeeded in recovering the
stuck perforating gun. Further remediation work
will be performed in 2020 to recover a stuck
section of drill string, clean out the well and
conduct further perforating and flow testing to
complete the well. When feasible these costs
will be transferred to oil and gas assets within
property, plant and equipment. Intangible
assets were impaired by US$27.4 million
(2018: Nil), with a residual carrying value of
US$8.6 million (2018: US$30.4 million).

Property, plant and equipment was impaired by
US$62.9 million (2018: Nil), being the full
impairment of well La-107, a partial impairment
of well La-105, and a partial impairment of the
pipeline infrastructure. The remaining carrying
value was US$20.6 million (2018: US$91.1
million).

The increase in net trade receivables to
US$13.7 million (2018: US$8.7 million) is
largely due to the increased receivables due
from ENEO at 31 December 2019 of US$3.2
million (2018: US$0.3 million). As mentioned
above, GDC terminated the GSA with ENEO on
2 July 2020 following multiple contractual
breaches, including non-provision of payment
security and non-timely payment of invoices. At
the termination date ENEO was charged interest
on all late and outstanding payments as well as
a contractual termination penalty of three
months of take-or-pay invoices, a total
outstanding balance of US$20.4 million
(US$11.6 million net to GDC). An increase of
US$3.0 million (2018: reduction of US$3.2
million) was recorded in respect of amounts
owed by operating partners on the Group’s
Cameroonian assets. This increase relates
principally to the disputes with RSM which are
discussed below.

Trade and other payables of US$9.3 million
(2018: US$10.8 million) reduced as the
residual drilling contractor obligations were
settled during the year.

Cash and cash equivalents of US$7.2 million
(2018: US$3.5 million). Borrowings reduced to
US$17.9 million (2018: US$20.9 million).
Provisions of US$11.7 million (2018: US$1.9
million) includes a US$9.6 million provision for
the payment of state royalties on the Logbaba
Project. As noted above, this provision arises
from a decision taken by GDC post year end
which will result in the state royalty becoming
payable to SNH. The provision was raised in
2019 as the matter had previously been
disclosed as a contingent liability. GDC
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Financial Review continued

continues to negotiate with SNH to resolve the
separation of business and to recover SNH’s
contribution for past exploitation costs on the
project. The level of past costs is uncertain
pending the negotiated settlement with SNH
regarding SNH’s level of participation in the
downstream operations. Whilst there is no
legal right to set amounts owed by SNH off
against the royalty amounts due and payable,
the parties are working to ensure that any
settlement is done on a net basis to minimise
cash outflows to the Company.

Net Debt and Liquidity

31 December 31 December

2019 2018
US$’000 US$’000

Cash and cash

equivalents 7,237 3,467

Borrowings:

Current liabilities (5,969) (4,109)

Borrowings:

Non-current liabilities (11,953) (16,798)

Net debt (10,685) (17,440)

Net debt of US$10.7 million (2018: US$17.4
million) reflects the liquidity position of the
Group. The Group has no further available
credit facilities.

The Company raised US$16.8 million net
proceeds in an equity placement in April 2019.

Cash Flow Statement

Operating cash utilised, prior to the effects
of working capital movements, was US$4.3
million (2018: US$1.5 million). The increase
in receivables was offset by the increased
provision for state royalties resulting in a
working capital movement of US$3.9 million
(2018: US$1.4 million). Net cash utilised in
operations was US$2.4 million (2018: US$2.2
million).

Capital investment in 2018 was reduced to
only the essential spending and committed
costs. The Company’s capital investment
increased to US$7.7 million (2018: US$3.4
million). The majority of the investment was
on the remediation of well La-108. Fundraising
generated net cashflows of US$16.8 million
in 2019 (2018: Nil). Repayment of capital on
borrowings was US$2.6 million (2018: US$2.8
million).

Commitments
The Logbaba Concession does not contain any
work programme obligations.

GDC’s work programme on the Matanda Block

is US$11.25 million, which should be executed
prior to December 2020. However, following
delays in obtaining PSC amendments, security
concerns and Covid-19 interruptions, GDC is
unlikely to complete the required work
programme on time and is currently in the
process of making an application for an
extension.

Share or option issuances
Following the fundraise in April 2019, there
were 255,073,945 Ordinary Shares in issue.

On 31 May 2019, 961,546 Ordinary Shares were
allotted to employees in lieu of cash bonuses
at 13p per share, 152,088 Ordinary Shares
were allotted to a former consultant at 22.84p
per share, and 240,482 Ordinary Shares were
issued to Kevin Foo, former Chairman, pursuant
to the exercise of nil-cost options.

On 5 August 2019, options totalling 13 million
Ordinary Shares were granted to Directors and
employees pursuant to the LTIR The options
were granted with a strike price of 14p, with a
five-year exercise period. Mr Ahmet Dik, former
CEO, was issued 433,735 Ordinary Shares on
5 August 2019 pursuant to the exercise of nil-
cost options.

The number of Ordinary Shares in issue at the
date of this report was 256,861,796.

Arbitrations

On 22 July 2016, RSM filed a request for
arbitration with the International Chamber of
Commerce (“ICC”) pursuant to the Operating
Agreement between the parties regarding the
rig and drilling contractor selected by GDC to
conduct the drilling of two new wells at the
Logbaba project. In January 2019, the subject
of the claim was withdrawn on condition that
RSM pay GDC'’s costs, which it did.

In another ICC arbitration filed in October 2018,
which RSM amended in August 2019, RSM is
asserting material claims primarily related to
final invoices for the drilling of the two wells, La-
107 and La-108, and certain audit exceptions
raised by RSM following audits of the Logbaba
operations between 2015 and 2018. RSM has
made two attempts to obtain interim rulings
which GDC has successfully defended and the
substantive matter is currently scheduled for
hearing at the end of January 2021.

Separately, on 3 February 2020, RSM filed an
arbitration application under UNCITRAL Rules
pursuant to a Participation Agreement for the
project. Much of the relief sought in this second
arbitration duplicates the new claims in the ICC
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arbitration save that it also challenges the
validity of cash calls GDC has issued for RSM’s
share of expenses in relation to the La-108 well
remediation and raises issues relating to the
primacy of the underlying governing documents
relating to the Logbaba Project, and the process
of approvals for certain actions of GDC as the
Operator on the Logbaba Project. This
arbitration will be heard in London under
Cameroon Law and is scheduled for hearing at
the end of September 2021.

Arbitrations under ICC and UNCITRAL rules
are confidential processes. The Company is
not permitted to provide detailed comments
on them, beyond saying that the claim and
counter-claim amounts are material and that
it continues to vigorously defend the claims
raised by RSM.

Subsequent Events

Mr Robert Collins was appointed as a Non-
Executive director of the Company on 10
February 2020. Mr Roy Kelly was appointed
CEO of the Company on 23 March 2020. Mr
Ahmet Dik stepped down as CEO on 20 March
2020. Mr Andrew Diamond resigned as Finance
Director on 15 May 2020. Mr Robert Collins
was appointed CFO on 11 August 2020.

The Company held its Annual General Meeting
(“AGM”) on 29 June 2020. All of the resolutions
proposed and voted on at the AGM were
approved. The Company obtained Companies
House and AIM approval to extend the filing
date of the Annual Report until not later than
30 September 2020. The Company will hold a
General Meeting on 29 October 2020 for the
Shareholders to receive the Annual Report.

On 3 July 2020, GDC terminated the GSA with
ENEO, as discussed earlier.

Directors’ Statement under Section 172 (1) of
the Companies Act 2006
Section 172 (1) of the Companies Act obliges
the Directors to promote the success of the
Company for the benefit of the Company’s
members as a whole. This section specifies
that the Directors must act in good faith when
promoting the success of the Company and in
doing so have regard (amongst other things) to:
a) the likely consequences of any decision in
the long term,
b) the interests of the Company’s employees,
c) the need to foster the Company’s business
relationship with suppliers, customers and
others,
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d) the impact of the Company’s operations on
the community and environment,

e) the desirability of the Company maintaining
a reputation for high standards of business
conduct, and

f) the need to act fairly as between members
of the Company.

The Board of Directors is collectively responsible

for formulating the Company’s strategy which

is the appraisal and exploitation of the assets

currently owned.

1. The decision to progress with the remediation
of La-108;

2. The decision to terminate the ENEO Gas
Sales Agreement in July 2020.

The Directors believe this key strategic decision
will generate value for our shareholders in the
long term. In executing the Company’s strategy,
the Directors remain focused on responsible
and ethical business practices, and the
Company strives to be a responsible corporate
citizen in all its territories of operation.

The Board places equal importance on all
shareholders and strives for transparent and
effective external communications within the
regulatory confines of an AlM-listed company.
The primary communication tool for regulatory
matters and matters of material substance is
through the Regulatory News Service, (“RNS”).
The Company's website is also updated
regularly, and provides further details on the
business as well as links to helpful content
such as our latest investor presentations.

Further detail illustrating how Directors adhere
to the requirement set out in Section 172 (1)
a to f above, are included in the Corporate
Governance Report which begins on page 32.

The Directors believe they have acted in the
way they consider most likely to promote the
success of the Company for the benefit of its
members as a whole, as required by Section
172 (1) of the Companies Act 2006.

Roger Kennedy
Executive Chairman
29 September 2020
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Principal Risks and Uncertainties

The Group is subject to a number of potential risks and uncertainties, which could have a material impact on the long-term
performance of the Group and could cause actual results to differ materially from expectation.

The management of risk is the collective responsibility of the Board of Directors and the Group has developed a range of
internal controls and procedures in order to manage the risk. The controls and procedures and identified risks are discussed
and reviewed annually by the Audit Committee and their findings and recommendations are reported to the Board.

The principal risks and uncertainties inherent in the Group’s business model have been grouped into five categories: global,
strategic, financial, compliance and operational. The risk items and the planned actions to mitigate these risks are listed below:

GLOBAL The Group operates within the upstream and midstream gas sectors in
Cameroon, and also has an operation in Russia and its headquarters in
London, UK.

RISK OR UNCERTAINTY 2020 DEVELOPMENTS AND MITIGATING ACTION

Covid-19 or other global pandemic As has been recently demonstrated, a global pandemic can have a material impact

implications on a number of areas of the business. Government regulations to control the spread

of this virus could result in customers slowing down or ceasing operations, and/or
requirements to cease the production of gas and condensates. There are numerous
other material impacts which either inhibit or prevent the continuation of business,
including health and mobility of employees, access to existing and/or prospective
customers, liquidity and financial constraints with customers, suppliers, banks and
other stakeholders.

The Group has developed a comprehensive contingency plan to ensure the
safeguarding of staff and assets.

Global oil supplies and prices Circumstances where global oil demand is dramatically reduced and/or major oil
producers cannot agree on production targets can result in significant downside
pressure on oil prices and consequently all hydrocarbon prices. Where the Group
has been competitive on pricing with alternative products for energy generation, a
significant reduction in oil prices will result in price pressure for the Group when
competitive products become cheaper.

Furthermore, at dramatically reduced oil pricing, new hydrocarbon developments face
significant headwinds in obtaining the financing and approval for development, which
will impede on the Group’s strategy to seek alternate gas sources for distribution
in Cameroon.
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STRATEGIC The Group is reliant on the development of the energy sector in Cameroon %
for the monetisation of its assets. Failure to develop this sector to meet §

the growing power demand in the country is a significant risk to the strategy m

of the Group. Additional strategic risks include those risks inherent in the §

appraisal, development and production of hydrocarbons. §
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RISK OR UNCERTAINTY 2019 OUTCOME AND MITIGATING ACTION i
The existence of a growing market The Company has relied on several sources such as the Cameroon Government’s %
for gas in Cameroon is key to the estimate of future power demand and discussions with potential new power 8
successful commercial development suppliers seeking to use gas as well as existing customers seeking to increase i
of the Logbaba and Matanda Blocks gas consumption in Cameroon. The Company cannot guarantee the future demand, =
nor that energy demand will be met through gas sales, rather than alternatives %

such as hydropower, and therefore there is a risk that revenue from these potential 5

customers will not materialise or be reduced.

The Group has established strong relationships with local and national government
and regulatory bodies which enable the Group to monitor the political and regulatory
environment.

Political and regulatory uncertainty
and delays or refusal in granting
approvals may severely inhibit project
development

Any changes to political leadership could result in increased political uncertainty
and slower decision taking in Cameroon. The uncertain regulatory environment and
adverse investment climate may affect the Group’s ability to execute commercial
transactions.

The Group continues to engage with the respective Government and regulatory body
representatives to progress the Group’s agenda.

The Group has a comprehensive political violence insurance package including
business interruption.




16 Victoria Oil & Gas Plc Annual Report & Accounts to 31 December 2019

Principal Risks and Uncertainties continued

FINANCIAL

The production and distribution of gas in Douala, Cameroon, is a capital-
intensive business model. Companies in the oil and gas industry are
commonly associated with funding and liquidity risks. Other financial risks
include volatility in commodity prices, foreign currency risk, interest rate
risk, changes in fiscal regimes and credit risk.

RISK OR UNCERTAINTY

2019 OUTCOME AND MITIGATING ACTION

The Group has sufficient funds
available to continue running
operations and meeting financial
obligations

Group cash flows are rigorously monitored and managed to ensure the Group is in
a liquid position and able to meet its ongoing commitments.

As highlighted in this Annual Report, there are various matters that may significantly,
positively or negatively, impact the cash generation of the Group. The Directors and
management regularly meet to agree the appropriate course of action to ensure that
these matters are resolved in the best interests of the Group and its shareholders.

In the scenario of restrictive Governmental regulations being imposed, as in the
case of the Covid-19 pandemic, where customers cease consumption and/or
payment for the gas they have consumed, the Group will face liquidity constraints.

The Group’s ability to access
funding to meet commitments and
development plans

No guarantee that market conditions will permit the raising of the necessary funds
by way of debt financing, issue of new equity or farming out of interests.

The Group raised US$16.8 million net of expenses in equity during 2019. Stringent
capital discipline is deployed to maximise value and is reviewed at every Board
meeting. The Board considers different possible sources of funds and the timing
of accessing the markets, including funds generated from sales, debt financing,
convertible loans and raising equity.

Non-payment by key customer (ENEO)

On 3 July 2020 the Group terminated the agreement to supply gas to its largest
customer ENEO. At termination, the outstanding receivable from ENEO was US$20
million (US$12 million net to GDC).

The Group will now rigorously pursue this unpaid amount via the legal channels
available to it.

However, non-recovery of these amounts will result in a significant reduction in the
cash generation of the Group.
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Principal Risks and Uncertainties continued
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COMPLIANCE

The Group’s current business is dependent on the continuing enforceability of
the Logbaba Concession, Matanda PSC, farm-in agreements and exploration
and development licences. Developments in politics, law, regulations and/
or general adverse public sentiment could compromise the business.

RISK OR UNCERTAINTY

2019 OUTCOME AND MITIGATING ACTION

Title to oil and gas assets can be
complex and may be disputed

Operations in Cameroon must be carried out in accordance with the terms of the
concession contract and local laws. The Directors and management monitor any
threats to the Group’s interest in its licences and employ the services of experienced
and competent lawyers in relevant jurisdictions to defend those interests.

To date the Group has not paid royalties at 8% to the State of Cameroon on the
Logbaba Concession. In August 2020 the Group has concluded a long-standing
dispute regarding the Logbaba Concession agreement, and in so doing has
crystalised a liability to pay back-dated royalties to the Cameroonian State in the
amount of US$9.6 million (net amount). GDC and its joint venture partner are
seeking to ensure that the royalty amounts payable are netted against amounts
due by Cameroon for their participating interest in the Logbaba Project. There is no
guarantee that the State of Cameroon will accede and the Group may be exposed
to material financial exposure and liquidity risk.

The areas in which the Group
operates are perceived to have
serious bribery and corruption
problems and issues

The Board has a zero-tolerance attitude towards bribery and corruption and is
committed to acting professionally, fairly and with integrity in all business dealings
and relationships. The Group has an Integrity Policy, consistent with the Group’s
obligations arising under all relevant legislation and has procedures in place to
monitor compliance, including regular training for all Group staff. The Group includes
anti-bribery and corruption compliance provisions in all contracts entered into with
third-parties.

As part of the regular training, staff are also reminded of the relevant whistleblowing
provisions in the Group’s Integrity Policy and encouraged to confidentially raise any
concerns that they may have about dangerous, illegal activity or any wrongdoing
within the organisation.

The Group is subject to compliance
requirements within the regulatory
frameworks under which it operates

The Group is subject to operational, environmental, safety and fiscal requirements,
which are subject to frequent change. The legislation often lacks clarity and there is
the added risk of receiving substantial fines for non-compliance.

Fiscal pressures on Government as a result of reduced revenues due to lower oil
prices is evident in the increasing number of audits been undertaken to identify
areas of non-compliance. The Group remains committed to maintaining the highest
levels of compliance and works closely with local regulatory authorities to ensure it
operates within the regulatory frameworks.

Furthermore, the Logbaba Project is required to separate the operations into
upstream and downstream components in order to comply with the Petroleum and
Gas legislations in Cameroon. The Group is currently negotiating the economic
and fiscal implications of this separation. The final outcome of this process is
uncertain and may impact the Logbaba Project economics. The Group maintains a
good working relationship with all relevant Government departments and with SNH,
who are kept updated on all key developments impacting GDC.

JONVNYIAOD FLVHO4H0D
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Principal Risks and Uncertainties continued

OPERATIONAL

Exploration and production activities by their nature involve significant risks.
Risks such as delays in executing work programmes, construction and
commissioning of production facilities and/or pipeline expansions, technical
difficulties, lack of access to key infrastructure, labour disputes, health and
safety incidents and other acts of God are inherent to the business.

RISK OR UNCERTAINTY

2019 OUTCOME AND MITIGATING ACTION

Exploration and production activities
are inherently uncertain in their cost,
reserve estimations and outcomes

Projections of future production are based on historic production levels and reserve
estimates. Generally accepted, industry standard reserves reporting techniques
have been used to calculate reserves and resources. All estimates of reserves and
resources involve some degree of uncertainty.

Future production and the quantity of recoverable reserves may vary significantly
from that expected and could affect the estimated remaining quantity of the
Company’s reserves and, therefore, the commercial viability of the Group’s current,
future or potential producing assets.

The Groups activities are in proven gas basins. The Group uses a range of
geotechnical techniques to minimise risk prior to drilling and utilises independent
reserves auditors to assess reserves and commercial viability. The Group has
access to specialists who have gained knowledge and experience in the Company’s
technical challenges.

Natural disasters, project delays and
cost overruns

The remediation of well La-108 required the removal of a stuck perforation gun,
clean-up and reperforation. The project encountered difficulties following the
retrieval of the perforating gun when a section of the drill string became stuck in the
wellbore. The project was put on hold and new equipment imported. The completion
of the remediation of La-108 will be subject to the risks normally associated with
exploration and production of oil and gas, including blow-outs, explosions, hurricanes,
earthquakes and fires and may result in the Group’s current or future projected target
dates for production being delayed or further capital expenditure being required.

The Group mitigates the risks through careful and detailed planning, expertise on site
and selection of qualified and experienced contractors.

The Group has a comprehensive all-risk insurance package including business
interruption.
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RISK OR UNCERTAINTY 2019 OUTCOME AND MITIGATING ACTION i
The nature of the Group’s operations The Logbaba gas wells and pipeline network are located in the metropolitan area %
exposes it to a wide range of HSSE of Douala, Cameroon, with a population of 2.5 million. The Board is committed 8
risks, including cybercrime risk to maintaining high health, safety, security and environmental standards and i
continuously reviews HSSE policies and procedures and monitors performance. =

International Organisation for Standardisation compliance (“ISO”) 9001, 14001 %

& 45001 audits successfully completed in 2019, emphasising the Company’s 5

commitment to international standards in its management systems.

The Group is aware of the growing threat of cybercrime. The Company is implementing
measures to ensure that the Group systems are secure and able to adequately
protect its intellectual property and confidential information.

Alternative gas markets cannot

be developed quickly enough or in
sufficient volume to provide required
revenue

The Group is working on developing a gas-to-power solution for new and existing
customers, with CNG and natural gas vehicles as potential alternative markets. The
Directors will assess if such alternative gas markets are economically viable before
implementation.

Failure to effectively manage
community relations could impact
production and sales

The Group has a Corporate and Social Responsibility Policy and is committed to
conducting it business in accordance with best practice standards. The Group
carries out impact assessments, identifies mitigation measures and implements
them. The Group engages regularly with local communities to provide information
on operations and address any concerns.

This Strategic Report was approved by the Board of Directors on 29 September 2020 and signed on its behalf by:

Roger Kennedy
Executive Chairman
29 September 2020
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Operations and Customers

Logbaba Wells Processing
La-107 La-108
La-106 La-105
Gas Field Locations
Logbaba Field
A 57% interest in, and operatorship
of, the Logbaba field. There are two
producing wells and one (La-108)
awaiting remediation.
Matanda Block
A 75% interest in, and operatorship
of, the Matanda Block. Title for this
interest conferred on 17 December
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Operations and Customers continued

Power stations

Distribution

Industrial

customers
51 km pipeline

network through
Doula
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Pipeline Network

GDC’s 51 km gas pipeline distributes gas across the
city of Douala as illustrated in the schematic below
(not to scale).
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Operations & Customer Types
Douala is a growing industrial and manufacturing
hub serving Cameroon and Central/West African
markets. Since being operational, GDC has
supplied gas to a diversified customer base.

Grid Power

the Douala grid.

Supply of gas to power stations distributing to

Thermal customers

GDC supplies gas to industrial customers for use in
boilers, process plants and furnaces.

Industrial Power customers
Gas supplied to industrial customers to gas-
fired electri