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This presentation contains certain forward-looking statements that are subject to the 
usual risk factors and uncertainties associated with the oil and gas exploration and 
production business.  

Whilst Tullow believes the expectations reflected herein to be reasonable in light of 
the information available to them at this time, the actual outcome may be materially 
ŘƛŦŦŜǊŜƴǘ ƻǿƛƴƎ ǘƻ ŦŀŎǘƻǊǎ ōŜȅƻƴŘ ǘƘŜ DǊƻǳǇΩǎ ŎƻƴǘǊƻƭ ƻǊ ǿƛǘƘƛƴ ǘƘŜ DǊƻǳǇΩǎ ŎƻƴǘǊƻƭ 
where, for example, the Group decides on a change of plan or strategy.  

The Group undertakes no obligation to revise any such forward-looking statements to 
ǊŜŦƭŜŎǘ ŀƴȅ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ DǊƻǳǇΩǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻǊ ŀƴȅ ŎƘŀƴƎŜ ƛƴ ŎƛǊŎǳƳǎǘŀƴŎŜǎΣ 
ŜǾŜƴǘǎ ƻǊ ǘƘŜ DǊƻǳǇΩǎ Ǉƭŀƴǎ ŀƴŘ ǎǘǊŀǘŜƎȅΦ !ŎŎƻǊŘƛƴƎƭȅ ƴƻ ǊŜƭƛŀƴŎŜ Ƴŀȅ ōŜ ǇƭŀŎŜŘ ƻƴ 
the figures contained in such forward looking statements. 

Disclaimer 
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Early actions taken to position Tullow for future growth  
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Re-set to deal with 
low oil prices:  

Moved early and decisively; 
cut capex, costs, headcount, 

dividend 

Focused on low cost West 
African production 

Maintained strong hedging 
programme 

Secured future liquidity  
and headroom   

 

Decisive action taken Financial flexibility  Fit for the future  

2014 / 15 

Step change for Tullow 
with TEN first oil:  

LƴŎǊŜŀǎŜ ƛƴ DǊƻǳǇΩǎ ƻƛƭ 
production with TEN on track 

for first oil in Jul/Aug 2016 

Significant capex drop after  
TEN first oil 

Free cash flow generated from 
Q4 2016, even at low oil prices 

Strategic portfolio 
management opportunities 

2016 

Portfolio with major 
growth potential:  

 

Young, low-cost assets in West 
Africa producing c.100k bopd 

Targeting Ghana operating  
costs of c.$8/bbl in 2018 

Exploration team assessing 
new acreage opportunities 

Ability to further reduce capex 
to c.$300m if necessary 

Pay down debt and de-lever 

 

2017+ 
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2015 Full Year Results summary 

2015 ($m) 2014 ($m) 

Sales revenue 1,607 2,213 

Gross profit 591 1,096 

   Administrative expenses 

   Restructuring costs 

   Loss on disposal 

   Goodwill impairment 

   Exploration costs written off1 

   Impairment of property, plant and equipment 

  Provision for onerous contracts 

(194) 

(41) 

(57) 

(54)  

(749)2 

(406) 

(186) 

(192) 

- 

(482) 

(133) 

(1,657) 

(596) 

- 

Operating Loss (1,094) (1,965) 

Loss before tax (1,297) (2,047) 

Uganda CGT charge 
Other tax credits 

(108) 
368 

- 
408 

Loss after tax (1,037) (1,639) 

Capital investment 1,720 2,020 

Cash generated from operations3 967 1,545 

Net debt4 4,019 3,103 

1  Before tax refunds. 2Includes pre-tax write-offs from current year ($184m) and prior years ($565m)  3Before working capital movements    4Net debt is financial liabilities less cash and cash equivalents 
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Revenue and cash flow substantially underpinned by strong oil production and hedging. 
Significantly lower oil price results in impairments and write-offs   
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Early action mitigates impact of low oil prices 

Strong focus on cash from operations 

West African 
production  

ÅIncreased to 67 kbopd in 2015 
ÅTEN to deliver growth to around 100 kbopd in 2017 

Oil hedging  ÅReaping benefits of long term hedging programme 
Å$365m revenue benefit in 2015 
ÅMark-to-market position of $625m end 2015 

Operating cash flow  ÅLow cost assets and hedges generated $1bn in 2015 

Capex and liquidity management 

Capex Flexibility Å15% reduction in 2015 to $1.7bn 
ÅFocus on West Africa oil developments 
Åc.70% reduction in E&A capex to $256m 

Overheads  ÅTotal headcount reduced by 37% 
ÅGross G&A reduced by $164m  
ÅOn track for $500m savings over three years  

Bank facilities Å$450m increase in committed bank facilities 
ÅRelaxation of debt covenants  
ÅSuccessful redeterminations; debt capacity retained 

Dividend ÅSuspension of dividend   
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Decisive actions taken to maximise liquidity;  
Exited 2015 with headroom of $1.9bn 

$
/b

b
l 

2014 2015 

$98/bbl 

$67/bbl 

$56/bbl 

$36/bbl 

Realised oil price net of hedging OP CF/bbl 

Market oil price 

$52/bbl 

$99/bbl 
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Hedge strategy 
ÅTullow has proactively hedged production to protect revenues for more than 10 years 

ÅSignificant liquidity benefit through protecting future revenues and generating RBL debt capacity 

ÅPrudent during periods of higher development spend, allows business time to adjust to market volatility 

Current Portfolio 
ÅMTM value as at 31 January 2016: $668m 

Å52% of 2016 oil entitlement volumes (64% post tax) hedged at c.$75/bbl 

ÅHedge by purchasing a mix of Dated Brent options (puts, collars, 3-way collars) 

ÅFurther differentiated by 2017 hedging position  

 

 

Industry leading hedge position 

Hedge Position (as at 31 Jan 2016) 2016 2017 2018 

Oil Volume (bopd) 36,511  23,000 9,500  

Average floor price protected ($/bbl) 75.14 72.94 62.09 

MTM value at 31 January 2016 ($m)*  402 218 48 

Significantly mitigated the impact of lower oil prices during the TEN development 
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*Net of hedge premium, January 2016 receipts were circa $42m 
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Managing balance sheet and liquidity 
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$bn 

3.7 

1.0 

1.3 

3.0 

1.3 

(0.2) (0.1) 
4.0 

 

$1.9bn 
headroom 

(1) Reserve Based Lend facility ς  6 monthly amortisation from Oct 2016. 
(2) Two High Yield Bonds each at $650m. Maturity in Nov 2020 and April 2022. 

Overall 
liquidity 

Å$1.9 billion facility headroom and free 
cash at year-end 2015 

RBL 
 

ÅMarch 2016 semi-annual redetermination 

ÅDebt capacity determined by underlying 
Present Value (PV) of the assets at bank 
price deck 

ÅOctober 2016 $445 million commitment 
amortisation 

ÅAmortisation is a reduction in 
commitments, not a repayment 

ÅRBL refinancing expected ahead of further 
commitment amortisations in 2017 

RCF 
 

ÅThree year facility maturing in April 2017 

ÅMaturity extension is being managed well 
ahead of final maturity 

Balance sheet and liquidity 
underpinned by quality, low cost asset 
base, capital flexibility and hedged cash 
flow together with long-standing bank 

relationships 

Committed  
Debt Facilities 

Drawings 
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Potential to reduce capex to c.$300m at low oil prices 

Slide 10 

Notes: 
 i) Exploration expenditure is net of Norwegian tax refund 
ii) Capital costs exclude decommissioning costs and onerous rig contracts 
           

Ability to adjust future capex to reflect oil price scenarios and market conditions 

Major reduction in Capex 

ωWorking to reduce 2016 capex 
to c.$900m 

ω Final year of committed TEN first 
oil capex fixed at $600m  

ω Potential to reduce Group capex 
from 2017 onwards to c.$300m  

Incremental capex options 
from 2017 

ω Greater Jubilee Full Field 
Development 

ω TEN development infill wells 

ω East Africa exploration 

$200m 

$
m
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Capex flexibility and operating cash flow sensitivities 
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ÅSignificant operating cash flow 
continues to be delivered at 
low oil prices; underpinned by 
hedges 

ÅCapex flexibility creates 
surplus operating cash flow 
from fourth quarter 2016 
enabling the Group to 
deleverage the balance sheet 

ÅFurther self help and strategic 
portfolio management 
accelerates deleveraging 

Note: Data provided for illustrative purposes only.  
1) Operating cash flow before working capital movements including the impact of current hedges. 

Capex flexibility enables 
Tullow to generate 

significant free cash flow 
from Q4 2016 

$bn 

2015 
Op cash flow1 Capex 

2016 F 
Op cash flow1 Capex 

$30/bbl 

$50/bbl 

$70/bbl 

$0.2bn 

2017 F 
Op cash flow1 Capex 

$40/bbl 

$60/bbl 

$80/bbl 

$50/bbl 

$70/bbl 

$90/bbl 

2018 F 
Op cash flow1 Capex 
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Tullow continues to be resilient to low oil prices 
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Growing to c.100 kbopd in 2017; TEN onstream 

Significant hedging  in place 2016 and 2017 

Continuing to drive down Opex & G&A 

Potential to reduce Group capex to c.$300m in 2017  

Free cash flow positive from 2017 

Strategic options across the portfolio 

$1.9bn headroom end 2015, stress tested at low prices 

Quality assets, relationships, balance sheet flexibility 

Growing oil production 

Revenues protected 

Low cost operations 

Capex flexibility 

Free cash flow 

Portfolio Management 

Liquidity 

Banking 
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Strong delivery across West Africa production portfolio 
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ÅFY 2015 Europe actual gas production: 6,800 boepd 

ÅFY 2016 Europe gas production guidance: 5-7,000 boepd 
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Strong FY 2015 West Africa oil production: 

66,600 bopd  

FY 2016 West Africa oil production guidance: 

73-80,000 bopd  

Producing countries 

2017 West Africa oil production growing to around: 

100,000 bopd  
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Low cost West Africa portfolio to deliver c.100,000 bopd 
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Reaping the reward of historical 
West Africa investment  

Material reduction in Ghana Opex 
ÅRealising synergies from operating Jubilee & TEN in Ghana 

ÅReducing per barrel Opex to around $8/bbl 

Reaping the reward of historical investments 
ÅHistorical investment supports long life low cost oil production 
across the portfolio 

ÅReduced 2016 capex in non-op portfolio by 50% 

ÅOn track to deliver c.100,000 bopd in 2017 

Significant capex flexibility 2017+ 
ÅMajor capex investment period at TEN complete 

ÅAbility to reduce non-op capex below $100m per annum 

ÅGhana short term capex could be reduced to $50m per annum 

ÅFlexibility on future timings of  Ghana (Jubilee & TEN) optional 
investments averaging c.$250m per annum 

Ghana operated Opex/bbl  

O
p
e

x $
/b

b
l 

$
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Tullow West Africa net development capex 

Ghana low capex investment 


