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21 November 2016 

 

Dear Shareholder, 

 

It is now 11 months since I took over the role of Chairman at Bowleven, during which time I 
have had the opportunity to assess the business and the challenges and opportunities it currently 
faces in what is undoubtedly a difficult macro-environment. 

I therefore take this opportunity to write to you to communicate some of my observations with 
regard to the key issues which are facing both Bowleven and the wider industry. 

 

Etinde Development 

The positive is that Etinde and the discoveries made to date on the acreage represent a world class 
asset. The challenge here remains the same as it has been from day one, which is how do we find 
a way of monetising the considerable volume of gas and liquid resources. More specifically, the 
challenge is finding a suitably robust offtake solution for the gas which in turn enables the 
significant volume of associated liquids to be produced.  

At present we have sufficient resources already discovered to support an offtake solution whether 
it is power, fertiliser, FLNG or some alternative solution such as methanol. The Intra Isongo 
interval tested with the IM-5 well also has the potential to contain multiples of the volumes 
already discovered to date. As part of consideration for the farm-out to LUKOIL and NewAge we 
are covered for our share of anticipated expenditure for the drilling and testing of two appraisal 
wells up to a net amount of $40 million. These wells target combined additional in-place volumes 
of up to 2 tcf of gas and associated liquids at the P90 level. Consequently, we are keen to see 
these wells drilled as soon as possible. That said, we also recognise the first priority is to find a 
development solution for the existing gas so that we can start to generate cash flow as soon as 
practicable.  

At present the preferred method of developing the existing resources is subject to considerable 
debate both within the joint venture and with the Cameroon State. Everything is being done to 
achieve alignment and move the project forward. Bowleven’s position in this regard is a simple 
one - that we are prepared to lend our support to any solution which generates a commercially 
acceptable return and can be delivered for the benefit of all stakeholders.  

Shallow water depths, high well deliverability, falling costs and close proximity to potential 
markets, together with attractive fiscal terms, combine to make Etinde a highly attractive 
investment proposition even in the current low oil price environment. I remain confident that a 
way forward will be reached in due course.     

 

Bomono  

On Bomono we are currently all dressed up with nowhere to go until we are granted a Provisional 
Exploitation Authorisation and an exploration extension. The Zingana and Moambe wells are 
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suspended waiting to be tied into processing infrastructure that will then enable onward gas sales 
either for in-situ power generation or directly into the surrounding domestic market. 

Unlike Etinde, to date we have not yet proved up sufficient gas for a 15-20 year project. Typical 
with a lot of onshore developments of this kind, the key will be to commence sales from the 
existing discovered volumes whilst at the same time planning to maintain or increase production 
in the future via appraisal and exploration activity.  

We are in almost daily contact with the authorities in Cameroon to secure the requisite approvals 
to move forward and I’m hopeful that this will be forthcoming in due course.   

 

G&A (General and Administration) 

One of the areas which continues to receive a substantial degree of scrutiny in our sector is the 
ongoing G&A “burden” or, put simply, the day to day administrative costs of running the 
company. As indicated in our preliminary results announcement we have achieved a 23% 
reduction year on year in this area. In addition, further cost savings have been identified which 
will reduce our running costs further. These include, amongst other measures, voluntary pay cuts 
by the CEO and the Chairman together with a staff redundancy process. 

I do however strongly believe that reductions in running costs can only be taken so far before 
they start to adversely impact the capability of any organisation to execute its strategy. I believe 
we are now getting to this juncture.  

 

Executive Pay 

This is clearly an emotive issue for many shareholders and is a hot topic within society generally. 
It is undoubtedly a truism that you are only as good as your team and I believe that at Bowleven 
we have a high calibre management team that constantly exhibit huge volumes of drive, ambition, 
motivation and determination in seeking to execute our strategy for the benefit of shareholders. 

Recent independent benchmarking exercises carried out on behalf of the remuneration committee 
show that the overall pay levels within the executive team are below their median for the peer 
group and in certain instances significantly so. It is worth noting that with the exception of the 
FD, no pay rises have been awarded over the last 3 years. No bonuses have been awarded to the 
executive over the same period.       

Whilst from the outside it can appear that nothing is happening and things are progressing 
exceedingly slowly this should not be confused with the time and effort being expended to try 
and move things forward. 

 

New Ventures 

A good case in point of this underlying activity is our continuing pursuit of New Venture 
opportunities. A substantial number of potential transactions (approximately 50) have been 
screened and evaluated to varying degrees over the last 12 months with more than a handful of 
offers being made on those that pass our investment hurdles, however whilst the number of 
opportunities coming into the evaluation hopper is large the number of quality assets is in fact 
few. The full evaluation process and associated due diligence is a time consuming exercise and 
requires a significant proportion of the company’s manpower.  

The evaluation of new opportunities continues to represent a significant part of the teams’ 
workload. It is key that we get this right and don’t make the wrong investment decision; whilst 
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we naturally feel the pressure to consummate a deal this is secondary to doing the right deal. 

 

Board Composition 

You will have seen our recent announcements regarding Crown Ocean Capital’s intended 
resolutions to put three new non-executive directors on the board and remove John Martin, Tim 
Sullivan and Phil Tracy. Whilst respecting the rights of Crown Ocean Capital to provide these 
resolutions as a shareholder, and provided that a requisition is validly served, this only makes 
sense if the net effect is to strengthen the Board composition. In this instance the Board strongly 
believes for a number of reasons that this is clearly not the case. 

 

Finally 

It is fair to say that I, together with my colleagues, have found the rate of progress in Cameroon 
frustratingly slow, and the securing of additional assets more difficult than anticipated. This 
however should not be confused with inactivity or complacency by the organisation. I, together 
with the other non-executive directors, have seen at first hand the considerable and unstinting 
efforts that are going on behind the scenes to try and make things progress.  The Bowleven 
executive team and staff are all committed to driving the business forward with the ultimate 
objective of creating value for all shareholders. 

 

Your Chairman, 

 

  

 

Billy Allan 

Chairman, Bowleven plc 

 

 

 


