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Bowleven's (BLVN) interim results, published on 25 March, underlined the 
progress made by Bowleven in the last 12 months. The company 
completed the farm-down of the Etinde asset and has received $165m in 
cash (with $5m to follow, as well as up to $40m in further contingent 
payments over time and carried appraisal wells). As we stated in our last 
update note, this should drive a refocus on the evolving core value of 
Bowleven’s portfolio, the 20% stake in the Etinde development. BLVN is 
fully funded for its share of Etinde costs with capital to spare for judicious 
exploration and appraisal. Investors are rightly eager that the company 
retains this well-capitalised position; we believe management will only use 
this cash to add to the portfolio in very compelling circumstances.  

Year 
end 

Revenue 
($m) 

PBT* 
($m) 

Operating cash 
flow ($m) 

Capex 
($m) 

Net (debt)/ 
cash ($m) 

06/13 0.0 (11.1) (8.4) (114.4) 19.7 
06/14 0.0 (13.6) (8.6) (18.0) 20.5 
06/15e 0.0 (19.9) (18.6) (19.2) 155.0 
06/16e 0.0 (11.2) (9.2) (74.2) 112.0 

Note: *PBT is normalised, excluding intangible amortisation and exceptional items. 

2P resources of 58mmboe and large partners 
The 20% interest in Etinde gives the company 2P resources of 58mmboe and two 
large oil companies as partners. Although involvement in the project may lead to 
some delays in reaching FID as Lukoil beds in, it should settle any concerns over 
the progress of the project and the commercial potential. 

Appraisal may give upside, Bomono spud soon 
The results of the IM-5 well showed that the Intra Isongo had strong potential, and 
the work carried out on seismic suggests thick reservoir sands. Target locations 
have yet to be finalised, but a two-step appraisal programme of incremental step-
outs seems the most likely scenario currently (with one well also targeting further 
intervals). The two appraisal wells on Etinde could de-risk 1-2tcf (P90 GIIP) 
according to the company, with associated liquids. The potential of these wells were 
major motivations for Lukoil’s entry, according to Bowleven. In addition, success at 
Bomono (exploration wells due to spud) could also have a positive impact. 

Valuation: Upside to Core NAV 
We had assumed completion of the farm-out deal and our valuation therefore 
remains largely unchanged at 74p/share (core NAV). This also means that 
investors should examine prospective valuations for the possible effect of the two 
appraisal wells due to be drilled on the Etinde permit in late 2015/early 2016. We 
believe that under a success scenario, an LNG type solution (alongside the 
fertiliser) is possible and hence would highlight the 101p/share RENAV where 
larger resources are assumed. 
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Interim results 

The results for the six months ending December 2014 are largely overshadowed by subsequent 
news. Net cash of $6.1m in December has been augmented by the cash inflow of $165m received 
to date from the farm-down.  

In the macro environment, the company assessed the value of the assets and took an impairment 
of $76m to reflect the value of the fertiliser project only (excluding any appraisal upside). The 
company assessed the assets using $80/bbl (from $90/bbl). The resulting net loss of $81m is 
largely irrelevant to the story. 

Impairment leaves intangible assets broadly in line with our 
modelling 
The impairment charge and the sale of the assets, implies intangible asset value of $322m in June 
2015 (excluding any current spending). This is broadly agrees with the results of our modelling if we 
align the assumptions of $80/bbl and 10% discount rate ($307m). 

Valuation 

Our valuation remains broadly unchanged, apart from the minor effect of expected slightly reduced 
G&A charges, lower actual net debt and a strengthening dollar. We have also amended the table 
below with regard to volumes of the CLNG extension; the modelling remains broadly the same, but 
the link to gross resources (and output table) has been amended (previously 100mmboe gross, 
now 219mmboe gross). Our core NAV rise to 74p/share (from 73p/share) while RENAV becomes 
101p/share (vs 97p). The breakdown is shown in Exhibit 1 below. 

Exhibit 1: NAV summary 
Asset       Recoverable reserves and 

resources 
  Net risked  Value per 

share 
Country Diluted WI (%) CoS (%) Gross 

(mmboe) 
Net 

(mmboe) 
NPV/boe 

($/boe) 
Value ($m) Risked/ 

share 
Net (Debt) Cash (Dec 2014 actual) 100% 100%    7 1 
SG&A (NPV of 3 yrs)  100% 100%    (28) (6) 
$170m cash from Lukoil  100% 100%    170 35 
$9m penalty fee to PFC  100% 100%    (9) (2) 
$25m on FID (assumed mid-2015) 100% 65%    16 3 
$15m on appraisal wells (discounted by 1.5 years) 100% 86%    13 3 
Development         
Etinde development Cameroon 20% 65% 181 36 8.2 194 40 
Core NAV             362 74 
Potential development         
CLNG extension Cameroon 20% 20% 219 44 9.3 82 17 
Possible exploration         
Bomono - Zingana Cameroon 72% 10% 45 32 7.5 24 5 
Bomono - Moambe Cameroon 72% 10% 45 32 7.5 24 5 
Possible exploration NAV             130 27 
RENAV             493 101 
Source: Edison Investment Research 

Consequential appraisal potential 

The two carried appraisal wells are highly anticipated by the management team, as they believe 
significant resources could be encountered. The drilling of IM-5 discovered a material sand interval 
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(Intra Isongo), which further seismic interpretation has indicated could extend over a large enough 
area to hold 1-2tcf on a P90 GIIP basis (and associated liquids).  

If we assume a recovery factor of 70%, it would imply 700-1,400mmscf (117-233mmboe), with 
perhaps 50mmbbls of liquids (Edison internal assumption). Assuming a normal relationship 
between P90 and P50 in early exploration phases, P50 resources could be a multiple of this. 
Putting this into perspective, the booked resources of Bowleven imply existing 2P reserves of 
290mmboe gross. 

Exhibit 2: Potential drill sites 

 
Source: Bowleven. Note: Possible targets are shown by the vertical black lines. 

Assessing valuation impact is not simple 
The difficulty in evaluating the potential value of discoveries of this size is to know how they will be 
monetised. Thick, highly productive sands that are anticipated would likely reduce the number of 
wells (and therefore capex) required to produce the required gas for the fertiliser plant, while a 
higher liquids content would boost returns materially (under our assumptions for the fertiliser plant, 
liquids provide around 50% of volumes, but 80% of revenues). 

Beyond the existing solution, there is no current concrete plan for any excess gas. Although the 
Cameroon LNG solution has been mooted, it is far from certain at this stage. 

We assess the impact of appraisals in four ways: 
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 We assume the fertiliser as the only monetisation route and well capex is reduced by 50%, 
which increases the Etinde NPV by around 7%. 

 Assuming the fertiliser is the only monetisation route and that liquids are increased by 10% 
(from 89mmbbls to 97mmbbls), which increases Etinde NPV by 9%. Under the first two 
scenarios, the core NAV would only increase by around 2p/share at our current 65% risking. 

 We assume full commercialisation of a P90 1.4tcf, 50mmbbl development with similar gas price 
realisations of $4/mcf (2015) rising at 2.5% per year on a stand-alone basis (probably to an 
LNG solution). We estimate that production would start in 2021 and run for c 20 years. A 
completely separate project would be worth around $200m on an unrisked basis. Assuming a 
20% CoS, this would be worth around 8p/share. We recognise that modelling on a stand-alone 
basis tends to understate the returns – in reality costs incurred on LNG development could be 
immediately recovered through cashflows from the fertiliser plant. 

 We revisit our initiation scenario, in which we modelled a combined fertiliser + LNG solution 
with total additional resources (above that of fertiliser alone) extracted of 715mmscf and 
100mmbls. This added an incremental NPV of $408m (unrisked). We continue to use these 
assumptions in our RENAV (although we apply a 20% CoS at this point), which generate a 
risked value of 17p/share. As a sensitivity, if liquids were to be increased by around 13% (so 
that liquids account for 50% of production versus our baseline of 47%), then our RENAV would 
increase by 6% to 107p/share (from 101p/share). Under this scenario, the fertiliser plus LNG 
developments would develop 425mmboe (made up of 1.2tcf of gas and 213mmbbls of liquids).  

Financials 

The company is well funded, having received $165m in cash (a further $5m is expected in time). 
Bowleven can fund development of Etinde with the cash resources, although it expects to be able 
to raise debt on a 50:50 basis for its portion of the development expenditure (we assume around 
$110m pre-first gas). 
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Exhibit 3: Financial summary 
  US$000s 2011 2012 2013 2014 2015e 2016e 
Year end June   IFRS IFRS IFRS IFRS IFRS IFRS 
         Revenue     0 0 0 0 0 0 
Cost of Sales   0 0 0 0 0 0 
Gross Profit   0 0 0 0 0 0 
EBITDA     (54,460) (15,705) (10,592) (11,604) (20,175) (11,200) 
Operating Profit (before GW and except.)     (54,922) (16,205) (11,088) (12,025) (20,537) (11,600) 
Exceptionals   0 0 0 0 (75,959) 0 
Goodwill and intangible amortisation   0 0 0 0 0 0 
Operating Profit   (54,922) (16,205) (11,088) (12,025) (96,496) (11,600) 
Net foreign exchange gain/(loss)   0 0 0 0 0 0 
Net Interest   (21,894) 3,132 7 (1,577) 596 405 
Profit Before Tax (norm)     (76,816) (13,073) (11,081) (13,602) (19,941) (11,195) 
Profit Before Tax (FRS 3)     (76,816) (13,073) (11,081) (13,602) (95,900) (11,195) 
Tax   0 0 0 0 0 0 
Profit After Tax (norm)   (76,816) (13,073) (11,081) (13,602) (19,941) (11,195) 
Profit After Tax (FRS 3)   (76,816) (13,073) (11,081) (13,602) (95,900) (11,195) 
         Average Number of Shares Outstanding (m)   216 295 295 324 324 324 
EPS - normalised (c)     (35.6) (4.4) (3.8) (4.2) (6.1) (3.5) 
EPS - FRS 3 (c)     (35.6) (4.4) (3.8) (4.2) (29.6) (3.5) 
Dividend per share (c)   0.0 0.0 0.0 0.0 0.0 0.0 
         Gross Margin (%)   N/A N/A N/A N/A N/A N/A 
EBITDA Margin (%)   N/A N/A N/A N/A N/A N/A 
Operating Margin (before GW and except.) (%)   N/A N/A N/A N/A N/A N/A 
         BALANCE SHEET         
Fixed Assets     383,063 426,665 533,437 551,446 330,602 404,402 
Intangible Assets   340,637 425,414 532,507 550,745 330,073 396,453 
Tangible Assets   802 1,251 930 701 529 7,949 
Investments   41,624 0 0 0 0 0 
Current Assets     129,191 161,341 52,150 42,351 173,747 130,752 
Stocks   8,180 11,638 11,023 10,404 10,274 10,274 
Debtors   24,390 7,222 16,385 6,493 7,946 7,946 
Cash   96,621 142,481 19,742 20,454 155,027 112,032 
Other receivables   0 0 5,000 5,000 500 500 
Current Liabilities     (39,261) (8,575) (15,568) (6,274) (9,146) (9,146) 
Creditors   (39,261) (8,575) (15,568) (6,274) (9,146) (9,146) 
Short term borrowings   0 0 0 0 0 0 
Long Term Liabilities     0 0 0 0 0 0 
Long term borrowings   0 0 0 0 0 0 
Other long term liabilities   0 0 0 0 0 0 
Net Assets     472,993 579,431 570,019 587,523 495,203 526,008 
         CASH FLOW         
Operating Cash Flow     (11,808) (16,433) (8,404) (8,576) (18,611) (9,200) 
Net Interest    732 821 556 177 (33) 405 
Tax   0 0 0 0 0 0 
Capex   (85,706) (58,721) (114,381) (18,037) (19,179) (74,200) 
Acquisitions/disposals   0 0 0 0 170,000 40,000 
Financing   112,792 122,905 76 20,924 71 0 
Other   0 (2,672) 0 4,482 3,395 0 
Other   0 (2,672) 0 4,482 3,395 0 
Net Cash Flow     16,010 45,900 (122,153) (1,030) 135,643 (42,995) 
Opening net debt/(cash)     (79,152) (96,621) (142,481) (19,742) (20,454) (155,027) 
Effect of FX changes   1,511 (92) (586) 1,742 (1,070) 0 
Other   (52) 52 0 0 0 0 
Closing net debt/(cash)     (96,621) (142,481) (19,742) (20,454) (155,027) (112,032) 
Source: Edison Investment Research, company accounts 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Bowleven and prepared and issued by Edison for publication globally. All information used in the publication 
of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those 
of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is 
issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States by Edison 
US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of 
investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2015. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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