Oandos N20bn rights issue, bold move to test capital market 


 

 

Oando plc is set to test the confidence level in the Nigerian stock market that had been in recession for almost two years now as it opens a N20 billion rights issue to existing shareholders beginning today. The rights issue, which is the second to be floated this year after that of Hallmark Paper Products plc that is still ongoing is regarded by analysts as a litmus test for the Nigerian market. However, directors of the company have remained positive on the outcome of the offer. Oando is offering a total of 301,694,876 ordinary shares of 50 kobo each to existing shareholders in Nigeria and South Africa at a ratio of one new share for every three already held at N70 per share. The directors disclosed that the rights issue remained an important step for Oando towards refinancing the acquisition of upstream assets, providing operational capital to fund the upstream business, and short and medium term investments in its gas and power business segment.
 

On the timing of the offer, managing director, Wale Tinubu, told BusinessDay the directors and other parties to the offer were convinced that the fundamentals of the company were strong enough to drive the offer through. “It is a bad time for companies with weak fundamentals and a good time for companies that do things properly. We do things properly and had actually grown our profit by 50 percent,” he added.
According to Tinubu, “there is no better time to improve our performance than now. Our confidence is high, we are proud of our diversified shareholder base (over 300,000) comprising of retail, institutional and international investors. The Oando chief executive, identified the company’s diversified business model as a key piece in the future strategy, and revealed plans for it to become the most profitable listed company in the country. “The robustness of our diversified business model, with multiple income streams across the entire energy value chain, will enable us maintain steady profitability and assure investors of guaranteed returns in the short, medium and long term,” he said.
Femi Adeyemo, executive director/chief financial officer, Oando plc, said: “We expect positive investor response from local and international stock markets in the execution of this mandate, as investors are well aware of Oando’s strong fundamentals. We are encouraged by the feedback from our recent local and international road shows to institutional investors.”
In 2004, Oando became the first non-bank corporate to successfully raise N15 billion from Nigerian stock market. The company had set out to raise N5 billion but the offering was over-subscribed by 459 percent to realise over N10 billion more.
The net proceeds is estimated at N20.437 billion after deducting the total cost of the issue estimated at N681.312 million would be applied as follows: The sum of N14.919 billion (73 percent) would be used for upstream asset refinancing, operational capital development and upstream business development would require N3.883 billion or 19 percent over a 24-month period. The sum of N1.634 billion would used as working capital.
 

The company intends to broaden capacity by investing in information technology, processes and people to enhance upstream operating competencies and execution. According to the rights circular, allotment of shares to South African shareholders would be distributed through Computerised Investor Services (Proprietary) Limited in accordance with the relevant laws and practice of the Republic of South Africa.
Meanwhile, chairman, Mohammed Magoro, said the company holds interests in eleven licences for the exploration, development and production of oil and gas blocs, two of which are currently in production. Oando is the first indigenous company with interest in a producing deepwater offshore asset.
“The company will also consider acquisition of oil and gas assets for sale by other participants whilst exploring strategic partnerships with international oil and gas companies, if deemed profitable. This is evident with the company’s partnership with Gazprom for its gas development programme through production and infrastructure development,” he added. 
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