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Tullow Oil

Kenya disposal on attractive terms

Tullow has announced the disposal of its Kenyan assets for US$120m plus
potential future royalties and retains a zero-cost back-in right for 30%. The
disposal should cut leverage by around 10%, further improving the chances of
completing a successful refinancing while removing the drain on
management time and cost involved in endeavouring to achieve a
commercial development. We were carrying a de-minimis US$9m risked
NAV10 worth 1p per share in our valuation for Kenya so the disposal is at a
large premium and takes our risked NAV10 to 61p/share (from 56p) which
compares with the current share price of 14p.

Tullow has signhed a heads-of-terms for the sale of its entire Kenyan position in a
corporate sale to Gulf Energy Ltd, a leading Kenyan energy and infrastructure
company involved in fuel supply, power generation, and infrastructure. Tullow
expects to complete the sale and receive initial payment in 2025 subject to
regulatory approvals and satisfactory payment guarantees.

The cash consideration of US$120m is structured in three tranches with an initial
US$40m payable on completion, a Tranche B payment due not later than 30 June
2026 or on approval of a Field Development Plan, and an oil price linked Tranche C
payment of US$40m payable over five years from 3Q28 with a bullet payment for
any remaining outstanding amount due on 30 June 2033. In addition, a
conditional royalty may become due at US$0.5/bbl on 80% of total production.
Besides the cash consideration and potential royalty, Tullow has a zero-cost back-
in right for 30% in potential future development phases.

Updating our model purely for the cash receipts expected in 2025 and 2026
results in a c10% reduction in leverage. Taking a very conservative view that the
Tranche C payment is all received in 2033, results in a discounted value of the
transaction of US$106m, using a 10% discount rate which we risk at 80%. That
results in a revised carrying value for Kenya of US$85m from our prior US$9m
estimate, adding 5p to valuation and we now carry a risked NAV10 of 61p for
Tullow (Figure 1). Tullow had a remaining carrying value for Kenya of US$103m so
there is also the potential for a book gain on the sale.

Consistent with our own estimates, we believe the market was carrying a minimal
value for Tullow's Kenyan position, notwithstanding the large resource base it
represents. Subject to completion, Tullow has now achieved a substantial cash
consideration of US$120m plus potential future royalties and a zero cost back-in
right while removing the drain on management time and resource, further
improving the company’s prospects of achieving a successful refinancing in 2025.
This disposal follows hard on the heels of the sale of Tullow's Gabonese assets for
Us$300m.

FY23A 62.7 (109.6) 1,608.4 14 n/a 26
FY24A 612 54.6 1,452.3 13 101 27
FY25E 451 243.8 981.5 12 1.0 19
FY26E 456 1775 945.0 11 14 17
FY27E 459 242.4 740.4 0.9 1.0 15

Source: Bloomberg, Tullow, CAG Research. 1) Uses annual averages for historic share price and EV
data.

This document provides information on Tullow Oil- it is not a solicitation of an offer to buy or sell securities. See the
disclaimer on the back page.
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Location Total Risked NAV  Unrisked NAV

mmboe (p/share) (p/share)

Ghana 189 e e
Céte d'lvoire 1 ) M

Producing fields 191 15 15
Net (debt)/cash FY24 (62) (62)
Gash G&A (2 years) (4) (4)
Corporate (66) (66)
Core NAV 191 49 49
Uganda royalty 7 20
Kenya 5 5

Guyana residual 0 0

Tangible NAV 191 61 74
Exploration prospects 0 0 0

All sources NAV 191 61 74

Source: Tullow, CAG Research. 1) Pro forma net of Gabon disposal.

This document provides information on Tullow Qil - it is not a solicitation of an offer to buy or sell securities. See the disclaimer on the back page.
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