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Bowleven is a research client of Edison Investment Research Limited 

Bowleven (BLVN) is an AIM-listed E&P with assets in Cameroon, Kenya 
and Zambia. By farming-down its 75% interest in Etinde to Lukoil/NewAge 
to 25%, Bowleven will have monetised part of its stake, accelerated 
promising appraisal, reduced its risk, and enabled a pivot back towards 
exploration. Our core NAV, driven by Etinde Phase One, is 75p/share (and 
should grow over time as the project progresses). Two exploration wells in 
Bomono by year end may add value while two appraisal wells (due 2015) 
could add to existing resources. Longer term, a proposed Cameroon LNG 
plant (CLNG) could lead to the full current contingent resources being 
developed. Our RENAV is 108p/share.  

Year  
end 

Revenue 
(US$m) 

EBITDA 
(US$m) 

PBT 
(US$m) 

Net cash 
(US$m) 

Capex 
(US$m) 

06/12 0.0 (15.7) (12.6) 142.5 (58.7) 
06/13 0.0 (10.6) (10.6) 19.7 (114.4) 
06/14e 0.0 (10.4) (11.8) 27.3 (9.2) 
06/15e 0.0 (10.4) (10.4) 153.3 134.0 

Note: Capex in FY15 is inclusive of payments from Lukoil/NewAge. 

Lukoil/NewAge deal accelerates appraisal 
By executing the deal with Lukoil, Bowleven will have monetised part of its Etinde 
asset, given a see-through valuation and freed up funding to more fully pursue 
exploration, and importantly accelerate the appraisal programme, aimed at 
confirming resources for other developments including CLNG. With the deal, 
Bowleven effectively pivots away from having the bulk of its value in development 
to having a core development with potentially over $100m in cash available (after 
accounting for development costs) to pursue high-value exploration opportunities. 

Fertiliser project enables liquids to be exploited 
Reaching FID for the first phase of the Etinde development to supply 70mmscf/d of 
gas to the fertiliser plant will be a critical moment for BLVN, enabling investors to 
look forward to material value in the longer term. The gas offtake to the fertiliser 
plant will enable the realisation of the valuable liquid sales. Additional gas offtake 
solutions are being considered, including CLNG. 

Valuation: Etinde value grows over time 
Holding a 25% interest in the Etinde development gives the company a firm footing, 
with material cash resources to devote to exploration. With FID due around year 
end (fertiliser FID integral), we assign a 65% CoS to Etinde Phase One. The deal 
with Lukoil valued the 50% farmed-out at $250m with an initial $170m cash 
component. Our core NAV is 75p/share. We add a more cautiously risked Etinde 
Phase 2 and exploration in Bomono to get to a RENAV of 108p/share. As Phase 
One progresses and first gas nears in 2017, the project value should grow, with our 
modelling indicating a CAGR of around 16% out to 2020, even without potentially 
material appraisal wells at Etinde (2015), de-risking of the CLNG scheme, or the 
two onshore wells at Bomono (due to start by year-end 2014). Exploration in Kenya 
and Zambia are longer-term options at this time. 
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Business description  

Bowleven (BLVN) is an AIM-listed, Africa-focused 
E&P with assets in Cameroon, Kenya and Zambia. 
Post the farm-out transaction its main asset is its 
25% net interest in the Etinde development, which 
will provide gas to a fertiliser plant for 20 years. Its 
partners are NewAge and Lukoil. 
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Investment summary 

Company description: African focus 
Bowleven is an AIM-listed E&P that owns interests in two permits in Cameroon. After completion of 
the Lukoil/NewAge farm-down, it will hold a 25% interest in the Etinde permit, where the company 
has estimated gross 2C P50 contingent resources of 1.1tcf and 167mmboe liquids (351mmboe). In 
the first phase, the company plans to supply gas to an onshore fertiliser plant (to be built by 
Ferrostaal) on a 20-year contract with the liquids sold on the open market. This is progressing 
towards FID around year-end 2014; assumed timing is dependent on fertiliser plant FID. Further 
resources could be exploited for a proposed LNG plant, which plans first gas in 2019/20. The 
onshore Bomono blocks, north-west of Douala, are still in the exploration phase, with BLVN 
successful in farming-down 20% WI to part-fund two exploration wells due to start before end-
2014/early 2015. Finally, the company has a 35% net interest in Block 11B onshore Kenya and 
exploration acreage in Zambia. 

Valuation: Core of 75p, set to grow 
The deal with Lukoil effectively shifts leverage of value more towards exploration. While current 
Etinde value is a material part of the NAV, its reduced equity in the project and increased cash 
balances place greater future emphasis on value creation through the drill bit and the accelerated 
appraisal of Etinde (through the two 2015 carried wells). For Etinde, we assign a 65% CoS to 
Phase One (FID due by around year-end), arriving at a value of 36p/share, contributing to our core 
NAV of 75p/share. In addition to this, we add risked, DCF-derived values for Etinde Phase 2 and 
exploration in Bomono to get to a RENAV of 108p/share. Further value could be added by the 
material appraisal wells planned at Etinde (awaiting confirmation of timing; 2015 indicated) and 
exploration in Kenya and Zambia, but without announced drilling plans within the next 18 months, 
we exclude them at this time. The core development NAV should grow as Phase One progresses, 
FID is taken and production nears – excluding value contribution from any other source, Etinde 
Phase One could lead to CAGR NAV growth for Bowleven of around 15% out to 2020. Higher value 
creation is possible through successful exploration. 

Financials: $34m in cash and a partial development carry 
As of December 2013, BLVN had cash on hand of $38m ($34m as of February 2014), a healthy 
level for future business development. With the additional $170m cash from Lukoil/NewAge, carry 
of $40m on appraisal wells, contingent $25m at FID and $15m on appraisal well drilling, Bowleven 
could be very well capitalised come year end. Although the company will have to fund its portion of 
development capex (of which much could be debt funded), there should be material cash available 
for exploration (we estimate over $100m). Near-term exploration commitments in Bomono are 
partially covered by a farm-out, albeit reducing BLVN’s stake to 80% working interest. Kenya and 
Zambia are still relatively early stage and the deal with First Oil should lead to little capital outlay in 
the near future in Kenya.  

Sensitivities: GSA and FID are key 
The vast majority of BLVN’s value is in the Etinde development. Given historical delays, it is 
perhaps not surprising that investors are being cautious before FID is taken. Recent progress has 
been encouraging with Cameroon’s approval of the Etinde Exploitation Authorisation Application 
(formal decree expected in due course) and the introduction of major oil company Lukoil is a further 
vote of confidence. We await formal decree on the EEAA and the announcement of a gas sales 
agreement (GSA) as next steps before FID. At that point (which will be a parallel decision for 
upstream and fertiliser developments), investors can start to look far more towards the value 
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creation elsewhere in the portfolio with Etinde as a firm foundation. Accelerated appraisal drilling 
activity envisaged under the transaction may also influence timing to facilitate larger-scale 
development.  

Beyond this, exploitation of the company’s full resource base could come through the proposed 
CLNG scheme, being led by GDF. The recent farm-down provides a partial carry and ensures 
drilling of Bomono prospects. 

Company description: Growth of gas 

Bowleven is an AIM-listed E&P that owns interests in two permits in Cameroon. It is currently 
pursuing a development of its Etinde permit, where the company estimates gross 2C P50 
contingent resources as 1.1tcf and 167mmboe liquids. As a liquids-rich gas field, the company aims 
to supply the gas to a fertiliser plant onshore (to be built by Ferrostaal) on a 20-year contract with 
the liquids sold on the open market, progressing towards FID around year-end 2014. Further (full 
field) resources could be produced for a proposed LNG plant (CLNG), scheme led by GDF, which is 
proceeding towards FEED and plans first gas in 2019/20. 

The onshore Bomono blocks, north-west of Douala, are still in the exploration phase, with BLVN 
drilling two exploration wells by late 2014/early 2015. We estimate recoverable resources of 
91mmboe and 158mmboe.  

Finally, the company has interests in two areas in East Africa. A 35% net interest in Block 11B 
onshore Kenya (14,200km2) has recently been joined by exploration acreage in Zambia. 

Etinde – stage one 
The Etinde permit is made up of three blocks (MHLP 5, 6 and 7) covering 2,316km2, shallow-water 
blocks ranging from shore to 65m (most drilling at IM has been done at about 55m, with Sapele 
slightly shallower). Assuming completion of the NewAge/Lukoil deal, Bowleven will have a 25% net 
interest in the licence. The government has a 20% back-in right to development activities (we 
assume this occurs), which would reduce BLVN’s final interest to 20%. Lukoil and NewAge 
(operator) will both hold 37.5% (30% post back-in). Thirteen wells have been drilled in the permits, 
with discoveries in a number of separate fields. Contingent resources total c 350mmboe (gross 
P50), while P10 volumes, if realised, would be over 1bnboe. The Etinde Exploitation Authorisation 
Application (EEAA) is over MLHP-7 and the company intends to apply for a new PSC over MLHP-
5&6. 

Exhibit 1: Gross contingent resources 
  Gross contingent reserves 

Units P90 P50 P10 Mean P50 
Gas bcf 504 1,108 3,532 1,569 53% 
Condensate mmbbl 44 107 307 139 30% 
LPG mmbbl 15 28 43 29 8% 
Oil mmbbl 7 32 151 65 9% 
Total mmboe 149 351 1,088 496  
Source: Bowleven current estimates  

The high gas content has proved an obstacle to the development of many discoveries in the region; 
Cameroon does not have a large enough economy or industry to absorb large volumes of gas and 
this has hindered development of small fields, unable to justify export volumes alone. However, the 
combination of multiple fields in Etinde can support a fertiliser plant, to be built by Ferrostaal. 
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Fertiliser plant 

The fertiliser plant is to be built and run by Ferrostaal, a private Germany-based international 
industrials contracting company, with operations across petrochemicals, wind energy, air 
technology and oil and gas in more than 40 countries worldwide. There should be strong demand 
for fertiliser in the region; Cameroon currently imports fertiliser and, with projected GDP growth per 
capita of over 4.5% to 2018 (IMF) and the relative paucity of the soils, the market should be strong. 

Current plans for the plant call for production of 600ktpa of ammonia and 700ktpa of urea under a 
20-year agreement. Bowleven expects the gas sales agreement (GSA) to be concluded in the next 
few months and this will be a major milestone for the project towards FID. First gas should be 
delivered 30 months from FID. 

Offshore development concept 

Development options were affected by the strong rates from the IM-5 well, which tested a combined 
maximum flow rate of over 17,800boe/d and confirmed more than sufficient gas volumes available 
on a P90 basis to supply the fertiliser plant. According to BLVN, “[t]he results of the well exceeded 
initial expectations, encountering 95 metres of net pay in the Intra and Middle Isongo reservoir 
objectives and flowing condensate rich gas at substantial rates on test from both intervals.” 

The fields will tie back to a central onshore processing facility, which will strip out gas for onwards 
transport to the fertiliser plant while liquids will be sold internationally.  

An updated concept has not been described since 2012, but the company expects to produce from 
the IM field initially (Intra-Isongo horizon), encouraged by the success of the IM-5 well. This means 
that only a limited well count will be required to achieve the production plateaus envisaged in Phase 
One. Beyond this, production is envisaged to be sourced from IE field and MLHP-5 discoveries 
such as Sapele. 

Exhibit 2: Field development plan – hub and spoke Exhibit 3: IM-5 

 

 
Source: Bowleven Source: Bowleven 

Etinde stage two – LNG 
The contingent resources held in the Etinde permit are greater than those required for the fertiliser 
plant, even with the agreement being extended to 20 years (from 10 years previously). In total, we 
model around 180mmboe will be produced in Phase One, leaving 170mmboe (gross). Without 
another project, these surplus resources would be stranded without a viable export mechanism. 
Luckily, Cameroon has enough similarly stranded gas-heavy assets, which GDF plans to 
accumulate to develop an LNG liquefaction plant.  
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FEED and due diligence are still being worked through, but the current plan for CLNG is to have an 
initial 3.5mtpa train in place for first gas in 2019/20. FEED and due diligence are ongoing and 
during this process BLVN will receive provisional allocation in H214. Along with company guidance, 
we model a 200mmcf/d plateau for around 10 years allowing further liquids production, though we 
believe the liquids component is open to uncertainty and will be finalised post appraisal campaign. 

Exhibit 4: Indicative supply profile including CLNG Exhibit 5: CLNG 

 

 
Source: Bowleven Source: Bowleven 

Upside of prospective resources could add more than 
200mmboe in time – accelerated by recent deal 
The gross 350mmboe contingent resources at Etinde are material, but the drilling result at IM-5 
indicated potential further upside may be positive. Analysis of the data has shown further prospects 
at the same Intra Isongo interval, while the results of testing at a similar interval at IE-3 tested oil 
and condensate. BLVN’s estimate of in place volumes are 439mmboe, equating to around 
263mmboe of gross recoverable resources (not to be confused with 263mmbls of net contingent 
resources). We assume a 70% recovery factor for gas and 50% for condensate. 

Of these resources, it is worth focusing on the 227mmboe HIIP (678bcf gas, 114mmbbls 
condensate) in the Intra-Isongo (we assume 136mmboe recoverable), as these will be appraised on 
an accelerated timeline following the deal. Comparing this to the gross resources in the fertiliser 
development (195mmboe), success here would be a material uplift. 

Farm-down with Lukoil/NewAge 
On 24 June, BLVN announced it was selling 50% of its 75% working interest in Etinde to a 
combination of NewAge and Lukoil. In the deal, BLVN will receive a cash consideration of $170m 
on completion, together with a $40m carry (net to BLVN) over two appraisal wells, expected in 
2015. Additionally, the company will receive $25m on FID on the Etinde IM field development and 
$15m after the two appraisal wells are drilled. The deal has yet to close, and requires approval from 
both the Cameroon government and Bowleven shareholders. 

The deal closes the door on the previous Petrofac alliance, and has a number of advantages for 
Bowleven. The company receives an immediate cash injection, and it should be enough to cover 
BLVN’s portion of Phase One development capex with plenty left over. It also underlines the new 
operator’s enthusiasm for the Intra-Isongo appraisal programme and gives Bowleven a free carry 
on these expensive wells. We would expect appraisal wells to be completed as producers if at all 
possible if they are successful, saving valuable development capex. In addition, the deal provides 



 

 

 

Bowleven | 18 July 2014 6 

cash that can be re-deployed towards exploration. In return for this, the company has sacrificed the 
leverage and potential value from the Etinde development (reducing from 75% to 25% working 
interest) and terminated the alliance agreement paying $9m to Petrofac in full and final settlement. 
Etinde is currently classified as an intangible asset on the balance sheet. At some point an 
impairment is possible; we expect the company to review the accounting carrying value after the 
transaction completes. 

Bomono 
Following a farm-down (yet to close), Bowleven holds an 80% net interest in two onshore blocks, 
north-west of Douala (the drilling contractor, Africa Fortesa Corp, holds the other 20%, although the 
government has a 10% back-in right). The blocks are still in the exploration phase, with BLVN 
farming-down in order to partially fund two exploration wells in 2014 (BLVN’s share will be $13-15m, 
saving around $15m on costs we believe). The first site has been prepared (second in progress) 
and is waiting for the go-ahead.  

The Bomono permit was drilled 16 times in the 1950s, proving an active Upper Cretaceous-sourced 
hydrocarbon system. The company has acquired 500km of 2D and combined re-processed legacy 
seismic, which has revealed numerous tertiary structural traps with some Cretaceous stratigraphic 
leads. Bowleven has progressed two prospects, Zingana and Moambe. 

Bowleven has given hydrocarbons initially in place: 379mmboe for Zingana and 219mmboe for 
Moambe. In our analysis, we assume recovery factors of 35%, 50% and 80% for oil, condensate 
and gas respectively, which implies recoverable volumes of 158mmboe (Zingana) and 91mmboe 
(Moambe). Our modelled fields are 67% oil/condensate, 33% gas and we assume production starts 
in 2019.  

Marketability of any gas found is our main concern over Bomono. If either well is successful, the 
ability of the company to sell the gas will be a defining factor; our modelling of the Zingana 
development assumes peak gas production of 40mmscf/d, far beyond the domestic gas demand 
(as Victoria Oil and Gas is discovering). We estimate even the most liquids rich intervals to contain 
20% gas, so re-injection of this quantity may not be possible. Other options (power generation, 
CLNG) are likely required to make development fly and the company is investigating onsite 
electricity generation or a new-build combined power station.  

Kenya 

Bowleven has a 35% net interest in Block 11B onshore Kenya (14,200km2). The block lies in the 
north-west corner of Kenya, on the border with Ethiopia and South Sudan. Block 11B is directly 
north of the Tullow/Africa Oil Lokichar Basin. The company entered the basin by taking a 50% 
interest in the block by carrying Adamantine across a $10m work programme. The company then 
executed a deal, by which First Oil earned a 30% interest in BLVN’s share in return for paying for a 
$9m gross work programme ($6m net cost to First Oil) with a further $12.5m in a future stage. This 
agreement also covers further ventures, with First Oil contributing up to $3.6m towards BLVN’s 
share of funding in any resulting investments. 

The company has completed a full-tensor gravity airborne survey, identifying five basins. It is 
currently tendering for a 500km 2D seismic ready for acquisition in H214. Our data has shown that 
typical wells are drilled 18 months after the acquisition of seismic. If the company decides to drill 
after 2D seismic (rather than going for a more focused 3D campaign), we therefore expect the 
company to drill at the end of 2016 at best.  

We currently have no estimates on prospect sizes but have modelled a 200mmbbl field. While we 
carry no value in our NAV, this should give an idea of potential value (NPV $5.5/boe). 
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Exhibit 6: Kenya Block 11B Exhibit 7: Zambia is a longer-term play 

  
Source: Bowleven Source: Bowleven 

Zambia 

Following the opening up of the rift play in Kenya, a wave of interest has flowed to other prospective 
rift plays and BLVN management believes that Zambia could hold material potential. To this end, 
the company has picked 100% interests in three blocks (covering 16,250km2), with approvals for a 
further two blocks pending. Given the frontier nature of the basin, the company has only a minimum 
commitment of just $500k. Drilling is some way off, and we see this as a longer-term option.  

Management 

Ronnie Hanna (Chairman) was chief executive of house builder and property developer Bett 
Brothers. He is currently chairman of A.G. BARR and of Troy Income & Growth Trust. He is a 
Scottish chartered accountant.  

Kevin Hart (Chief Executive Officer) was finance director at Cairn Energy for over eight years, a 
role that incorporated board responsibility for financial, commercial, legal, risk management and HR 
matters. Prior to this, he was a senior associate director with Deutsche Morgan Grenfell Group, 
specialising in oil and gas sector mergers and acquisitions. 

David Clarkson (Operations Director) previously worked for BP where he held a variety of senior 
executive positions in the upstream business, including leading major project developments in 
frontier locations and as technical vice president for projects and engineering.  

Kerry Crawford (Finance Director) joined Bowleven in 2008 as deputy finance director and head 
of IR. She previously worked at Cairn Energy, latterly in the role as deputy finance director and 
head of IR. She qualified and first worked as a chartered accountant at Ernst & Young.  

Ed Willett (Exploration Director) has worked in the exploration business for 28 years and has 
extensive experience across a wide variety of petroleum provinces. He started his career with 
Carless Exploration in the mid-1980s, working on UK onshore and UK continental shelf assets, 
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before joining Cairn Energy, where he held a variety of technical and management roles across 
Cairn’s entire portfolio.  

Peter Wilson (General Counsel),a Scottish qualified solicitor, joined from McClure Naismith, 
Bowleven’s then legal advisers, where he was a partner in its Edinburgh office specialising in 
corporate law. He is a director, general counsel and company secretary of Bowleven. 

Chief Tabetando (Chairman of EurOil) is a founding shareholder and chairman of EurOil. He was 
appointed to the Bowleven board in 2001. Before joining Bowleven he was senior partner and head 
of chambers in one of Cameroon’s leading international law firms since 1975. He has over 12 years 
of experience in the oil and gas industry in an executive role. 

Sensitivities 

In contrast to many E&Ps in the sector, the main stock of value in Bowleven is a development 
asset, though exploration could add meaningfully over time. BLVN is exposed to the normal 
geological/technical risks inherent in oil/gas exploration. Apart from these, we highlight the following 
as major risks: 

 Development risks: The main development of Etinde is dependent on the parallel 
development of the fertiliser plant due to be built, without which a market for the gas is far less 
certain. The risks therefore encompass the normal development risks of an oil and gas field but 
include those of construction of the fertiliser plant, which is not within management’s control. 

 Reservoir risk: The development of Etinde will require many wells into a number of fields. 
While the IM-5 well showed very strong productive capacity, the full development will include 
the some smaller fields. As drilling in Sapele showed, the reservoirs could be heterogeneous, 
leading to variable drilling results.  

 Oil/gas pricing: The pricing achieved for the gas sold to the fertiliser plant will be governed by 
a gas sales agreement, which will likely provide a good return for both parties. However, much 
of the revenue (around 80%) will be generated by sales of liquids, the prices of which will float 
along with global benchmarks. We expect LNG gas realisations to be higher than those from 
the fertiliser plant. 

 Country risk: There is a chance that instability could affect Bowleven’s assets in Cameroon, 
but we see this as a small risk at this time. Cameroon’s President Paul Biya has held office 
since 1982, while the appointed prime minister has been in place since mid-2009. Cameroon is 
listed as mid-level by Control Risks Group, in line with neighbours Nigeria and Equatorial 
Guinea, Namibia and South Africa, and considered more stable than Congo, Chad, Niger and 
Algeria (among others). 

 Counterparty risk: As well as the fertiliser plant, Bowleven is dealing with a number of players 
in exploring and developing its assets. Its relationship with NewAge is not without issues (given 
legal action taken in 2014) and could be a risk. However, NewAge and Lukoil are unlikely to 
have funding issues. Elsewhere, Adamantine Energy (partner in Kenya) is a small private 
company while First Oil is the largest private UK-owned company producing in the North Sea 
(2013 revenues £95m). 

 Delays: The project has experienced notable delays over recent years. In the 2012 annual 
report, FID was expected in H213, which was delayed to mid-2014 in AR2013. The company 
currently guides to an FID in Q414/Q115. We note a new operator may mean further delays, 
though we are not assuming this at present.   
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Valuation 

Traditionally, we value oil companies with an asset-by-asset NAV derived from detailed DCF 
modelling. Our valuation includes production, development and contingent resources, while 
exploration is valued only if the company has a plan and resources to drill in the next 18 months.  

We apply a risking to this value, which aims to take account of geological, technical and commercial 
uncertainties. For development, we apply a 65% CoS for pre-FID projects, while we take a more 
conservative view for Phase Two. For exploration, in the event of success, BLVN may have to raise 
capital to fund appraisal and development. Our standard assumption is therefore to apply a 50% 
risking on top of the geological risks to account for commercial and funding issues. 

For commodity pricing, we assume $80/bbl long-term inflated for Brent (after a fade from current 
levels), while we use local gas prices where appropriate. In this case, we look to the company’s 
disclosures and updates once a gas sales agreement has been signed. For the moment, this is 
around $3.5/mcf in Cameroon, growing in line with oil prices over the period. We assume LNG 
pricing will be higher, though are happy to be conservative for the moment and assume just 
$0.5/mcf higher than fertiliser realisations – these could well be over $6/mcf, but we wait for greater 
clarity in coming months. In Kenya, we assume a lower price. 

We assume the Lukoil/NewAge farm-down completes. Under this framework, we value BLVN’s core 
portfolio at 75p/share, with a RENAV of 108p/share. We note that by buying 50% of Etinde for 
$250m (around 45p/share at current FX rates), Lukoil and NewAge have effectively valued the 
remaining 25% at $125m or 23p/share.  

Exhibit 8: NAV summary 
Asset     Recoverable reserves  Net risked Value per 

share 
Country Diluted WI CoS Gross Net NPV/boe value risked 
  % % mmboe mmboe $/boe $m p/share 

Net (debt) cash as at Dec 2013        38 7 
SG&A (NPV of 2 yrs)       (18) (3) 
$170m cash from Lukoil on closing (assumed end-2014)      170 32 
PFC alliance termination fee       (9) (2) 
$25m on FID (assumed around year-end 2014) risked at Etinde 
CoS (65%) 

     16 3 

$15m on appraisal wells (discounted by 1.5 years)      13 2 
2014 Exploration       0 0 
Development         
Etinde development Cameroon 20% 65% 182 36 8.2 193 36 
Core NAV        403 75 
Potential development         
CLNG extension Cameroon 20% 20% 98 20 15.8 62 12 
Possible exploration         
Bomono - Zingana Cameroon 72% 10% 158 114 5.5 62 12 
Bomono - Moambe Cameroon 72% 10% 91 66 7.7 51 9 
Possible exploration NAV        175 33 
RENAV        578 108 
Source: Edison Investment Research. Note: We assume government back-in of 20% at Etinde and 10% at Bomono. We do not include 
the possible upside for appraisal wells in 2015, as although we believe these will be drilled, the timing and targets have not been 
confirmed; we await these to include them in our NAV (we also note that any upside success could be used to provide CLNG volumes, 
which are already in our NAV). We assume a US$:£ rate of 1.65. 

At this stage, we do not include the possible value from the two appraisal wells. Once the targets 
and timings are announced, we will seek to include the value – though this will probably be in the 
context of a development (for example CLNG), rather than standalone. 

While a snapshot valuation is informative, it is far more useful to see how the value could progress 
over the coming years as the Etinde development progresses, the project is further de-risked and 
first production nears. We can, however, model how NAV will evolve over time. For this analysis, we 
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model under our current assumptions for just the fertiliser plant, with assumed development spend 
and arbitrary exploration spend in FY15-17 of $10m, $25m and $35m respectively. This shows that 
the core NAV of BLVN will grow at around 10% CAGR to 2020, even including material exploration 
spend with no associated exploration success. Excluding exploration spend, the returns are around 
12%. 

Valuation sensitivities 
Below, we illustrate the sensitivity of core NAV to both oil price and discount rates. Gas equates to 
around 20% of revenues in our model, so for sensitivity purposes we focus on the oil price alone. 

Exhibit 9: Sensitivity of core NAV to oil price (p/share) 
  Oil price ($/bbl) 
  60 80 100 120 

Discount 
rate 

7.50% 82 99 113 127 
10.0% 72 85 97 108 
12.5% 65 75 85 94 
15.0% 59 68 76 84 
17.5% 55 63 69 76 

Source: Edison Investment Research  

The result of this shows that the NAV would increase by c 13% should the oil price increase by 
$20/bbl from our $80/bbl assumption, but would fall by 14% should oil fall to $60/bbl. Equally, a 
2.5% move in our discount rate assumption of 12.5% would have a 10-13% effect on core NAV. 
These sensitivities are much lower than with the previous Petrofac deal, reflecting the much lower 
leverage to Etinde in the NAV and the nature of the Petrofac alliance terms. 

Financials 

As of December 2013, Bowleven held cash of $38m ($34m as of February 2014) and will receive 
$170m on completion of the Lukoil/NewAge farm-down, a drilling carry of up to $40m for two 
appraisal wells. Additional cash of $25m is gained at FID, while appraisal drilling completion will see 
an additional $15m. Meanwhile, Bowleven will pay Petrofac $9m on termination of the strategic 
alliance. 

The farm-down radically changes the financial profile of the company. From having to raise equity in 
late 2013 to bridge until FID, the company can not only fund its portion of development capex, but 
should have cash free to devote to exploration (albeit with a reduce stake in Etinde). 

If we assume the pre-first production capex for Etinde is $700m (upper end of company guidance), 
the company’s net contribution will be $140-175m (depending on government back-in). We assume 
that the two (carried) wells planned as Intra-Isongo appraisals will be turned to producers if 
successful, reducing this net requirement further. If we assume the wells, stated to cost up to 
$160m combined, save development costs of $100m (accounting for testing of wells plus 
contingency), then BLVN’s share of remaining capex falls to $120-150m. 

The $170m cash component of the deal therefore completely covers BLVN’s pre-production 
development capex share assuming current costs. However, the company expects to be able to 
look at around 50% debt/equity funding split, potentially freeing up this cash to be spent elsewhere.  

Therefore, not even taking into account the current cash on hand, the company could have over 
$100m to devote to exploration in coming years. This is a material cash pile. 
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Exhibit 10: Financial summary 
  US$000s 2011 2012 2013 2014e 2015e 
Year end June   IFRS IFRS IFRS IFRS IFRS 
        Revenue     0 0 0 0 0 
Cost of Sales   0 0 0 0 0 
Gross Profit   0 0 0 0 0 
EBITDA     (54,460) (15,705) (10,592) (10,435) (10,400) 
Operating Profit (before GW and except.)     (54,460) (15,705) (10,592) (10,435) (10,400) 
Exceptionals   0 0 0 0 0 
Goodwill and intangible amortisation   0 0 0 0 0 
Operating Profit   (54,460) (15,705) (10,592) (10,435) (10,400) 
Net foreign exchange gain/(loss)   0 0 0 0 0 
Net Interest   (21,894) 3,132 7 (1,329) (46) 
Profit Before Tax (norm)     (76,354) (12,573) (10,585) (11,764) (10,446) 
Profit Before Tax (FRS 3)     (76,354) (12,573) (10,585) (11,764) (10,446) 
Tax   0 0 0 0 0 
Profit After Tax (norm)   (76,354) (12,573) (10,585) (11,764) (10,446) 
Profit After Tax (FRS 3)   (76,354) (12,573) (10,585) (11,764) (10,446) 
        Average Number of Shares Outstanding (m)   216 295 295 324 324 
EPS - normalised (c)     (35.4) (4.3) (3.6) (3.6) (3.2) 
EPS - FRS 3 (c)     (35.4) (4.3) (3.6) (3.6) (3.2) 
Dividend per share (c)   0.0 0.0 0.0 0.0 0.0 
        Gross Margin (%)   N/A N/A N/A N/A N/A 
EBITDA Margin (%)   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 
        BALANCE SHEET        
Fixed Assets     383,063 426,665 533,437 545,167 408,067 
Intangible Assets   340,637 425,414 532,507 544,186 402,486 
Tangible Assets   802 1,251 930 981 5,581 
Investments   41,624 0 0 0 0 
Current Assets     129,191 161,341 52,150 47,716 179,685 
Stocks   8,180 11,638 11,023 10,375 10,375 
Debtors   24,390 7,222 16,385 5,024 5,024 
Cash   96,621 142,481 19,742 27,317 159,286 
Other receivables   0 0 5,000 5,000 5,000 
Current Liabilities     (39,261) (8,575) (15,568) (6,341) (6,341) 
Creditors   (39,261) (8,575) (15,568) (6,341) (6,341) 
Short term borrowings   0 0 0 0 0 
Long Term Liabilities     0 0 0 0 0 
Long term borrowings   0 0 0 0 0 
Other long term liabilities   0 0 0 0 0 
Net Assets     472,993 579,431 570,019 586,542 581,411 
        CASH FLOW        
Operating Cash Flow     (11,808) (16,433) (8,404) (8,472) (8,000) 
Net Interest    732 821 556 (60) (46) 
Tax   0 0 0 0 0 
Capex   (85,706) (58,721) (114,381) (9,183) 140,000 
Acquisitions/disposals   0 0 0 0 0 
Financing   112,792 122,905 76 20,925 0 
Other   0 (2,672) 0 2,940 0 
Other   0 (2,672) 0 2,940 0 
Net Cash Flow     16,010 45,900 (122,153) 6,150 131,968 
Opening net debt/(cash)     (79,152) (96,621) (142,481) (19,742) (27,317) 
Effect of FX changes   1,511 (92) (586) 1,425 0 
Other   (52) 52 0 0 0 
Closing net debt/(cash)     (96,621) (142,481) (19,742) (27,317) (159,286) 
Source: Edison Investment Research, Bowleven accounts. Note: Excludes Bomono, Kenya and Zambia development capex, but 
assumes the Lukoil/NewAge farm-in deal in and arbitrary exploration spend in coming years. We do not model impairment following 
the Lukoil/NewAge deal, though we accept this could be possible in future. Our net debt figure does not include $5m of bank deposits 
held by BLVN in 2014e/2015e. 
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Contact details Revenue by geography 
Bowleven 
The Cube, 45 Leith Street 
Edinburgh 
EH1 3AT 
+44 131 524 5678 
www.bowleven.com 

N/A 

 

CAGR metrics Profitability metrics Balance sheet metrics Sensitivities evaluation 
EPS 12-13e N/A 
EPS 12-14e N/A 
EBITDA 12-13e N/A 
EBITDA 12-14e N/A 
Sales 12-13e N/A 
Sales 12-14e N/A 
 

ROCE 14e N/A 
Avg ROCE 12-13e N/A 
ROE 14e N/A 
Gross margin 14e N/A 
Operating margin 14e N/A 
Gr mgn / Op mgn 14e N/A 
 

Gearing 14e N/A 
Interest cover 14e N/A 
CA/CL 14e N/A  
Stock days 14e N/A 
Debtor days 14e N/A 
Creditor days 14e N/A 
 

Litigation/regulatory  
Pensions  
Currency  
Stock overhang  
Interest rates  
Oil/commodity prices  
 

 

Management team  
Chairman: Ronnie Hanna Chief Executive Officer: Kevin Hart  
Ronnie Hanna was chief executive of house builder and property developer Bett 
Brothers. He is currently chairman of A.G. BARR and of Troy Income & Growth 
Trust. He is a Scottish chartered accountant.  
 

Kevin Hart was finance director at Cairn Energy for over eight years, a role that 
incorporated board responsibility for financial, commercial, legal, risk 
management and HR matters. Prior to this, he was a senior associate director 
with Deutsche Morgan Grenfell Group, specialising in oil and gas sector mergers 
and acquisitions. He is also a non-executive director of Troy Income & Growth 
Trust, and a trustee of the charity Columba 1400. 

Operations Director: David Clarkson  Finance Director: Kerry Crawford  
David Clarkson was appointed to the Bowleven board in 2013. He previously 
worked for BP where he held a variety of senior executive positions in the 
upstream business, including leading major project developments in frontier 
locations and as technical vice president for projects & engineering. David has a 
degree in mechanical engineering from the University of Strathclyde and is a 
chartered engineer and fellow of the Institution of Mechanical Engineers. 

Kerry Crawford joined Bowleven in 2008 as deputy finance director and head of 
IR. She previously worked at Cairn Energy for 10 years, latterly in the role as 
deputy finance director and head of IR. She qualified and first worked as a 
chartered accountant at Ernst & Young and is a member of The Institute of 
Chartered Accountants of Scotland. She is also an associate member of the 
Institute of Corporate Treasurers. 

 

Principal shareholders (%) 
Ian Suttie 6.9 
JPMorgan AM 4.4 
Blackrock 4.4 
F&C Asset Management 3.3 
 

 

Companies named in this report 
Gas de France, Cairn, Lukoil, NewAge 

 

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 2014 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 2014. “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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