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Providence Resources – Phase Two Development at Dunquin 
Could Provide Ammunition for Company Re-rating.  
Buy with 16p Target Price 

Investors have been served with a 
stark reminder of the enormous 
potential of Providence’s activities 
in the Porcupine Basin (offshore west 
coast Ireland) during August as 
announcements on the 10th and 
12th revealed significant progress at 
the company’s Dunquin licence.  
While the news that operating 
partner and 80% licence owner 
ExxonMobil Exploration and 
Production Ireland (Offshore) 
Limited had farmed out half of its 
interest to the major Italian energy 
company ENI demonstrates wider 
interest in the prospect, the fact 
that the partners have enough 
evidence and confidence to 
commit to the second 
development phase at Dunquin 
suggests exploration results have 
been positive on a prospect with 
mean recoverable estimates of 8.8 
TSCF (trillion cubic feet of gas) and 
316 MMBO (million barrels of oil).  In 
addition, the original Dunquin 
partners ExxonMobil, Providence 
and Sosina have agreed to take 
36%, 3.2% and 0.8% interests respectively in ENI’s adjacent Frontier 
Exploration Licence 1/99 (FEL 1/99). 

Having farmed down its interest in Dunquin to 16%, the involvement of 
ExxonMobil and now ENI provide strong evidence of Providence’s prospect 
identifying skills.  Providence was one of the first companies to identify the 
potential along the East Atlantic basin fringe and has since secured similarly 
prospective sites at Spanish Point, Drombeg and Newgrange.  The second 
development phase at Dunquin carries a firm commitment to drill a well 
and we expect that any positive results to be very well received by the 
market and likely prompt a re-rating of Providence stock.  
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FEL 1/99 comprises of a total of 6 blocks covering a total of 1,500 square 
kilometres.  The licence will continue to be operated by ENI, but as a 
friendly neighbourly gesture, ENI has invited ExxonMobil, Providence and 
Sosina to take positions alongside the Italian group.  While the gesture no 
doubt has commercial motivations, the new interest further broadens 
Providence’s licence holding and solidifies its association with major 
hydrocarbon partners; no bad thing when seeking out attractive business 
opportunities. 

Providence has ambitious plans to increase production rates to 5,000 
BOEPD (barrels of oil per day) by 2012 and 10,000 BOEPD by 2014, and while 
the Atlantic fringe licences may not be contributing much to these more 
immediate targets, they will form a critical part of any similarly ambitious 
targets beyond 2014. Providence recently secured an option to acquire 
Kinsale Head, Ireland's only producing gas production and storage 
operation.  Gas storage will become more important as supply struggles to 
meet demand and, while Kinsale Head is not currently included in our 
valuation, it will add significant value if the option is exercised.  We eagerly 
await the results of Dunquin’s phase 2 development, and with a maintained 
target price of 16p, at a current share price of 3.5p, Providence is a buy.  
 

  
Forecast Table 

^includes asset impairment of €49.7 Million  
 

Year to 31st 
Dec 

Sales (€ 
Million) 

Pre-tax 
Profit (€ 
Million)

Earnings Per 
Share (cents)

Price 
Earnings 

Ratio

Dividends Per 
Share (cents) 

Dividend 
Yield (%) 

2007A 4.3 1.5 0.04 87 0 0.0
2008A 24.8 (50.0)^ (2.06) NA 0 0.0
2009E 40 10 0.29 14.0 0 0.0
2010E 50 20 0.48 8.5 0 0.0

  



  

This research note cannot be regarded as impartial as GE&CR has been commissioned to produce it by 
Providence Resources, it should be regarded as a marketing communication. 

The information in this document has been obtained from sources believed to be reliable, but cannot 
be guaranteed. Growth Equity & Company Research is owned by T1ps.com Limited which is 
commissioned to produce research material under the 'GE&CR’ label. However the estimates and 
content of the reports are, in all cases those of T1ps.com Limited and not of the companies concerned. 

This research report is for general guidance only and T1ps.com Limited cannot assume legal liability for 
any errors or omissions it might contain. Readers of this report should also be aware that because this 
research is not independent that there is no prohibition on dealing ahead of the dissemination of it.  

The value of investments can go down as well as up and you may not get back all of the money you 
invested; You should also be aware that the past is not necessarily a guide to the future performance. 
Finally, some of the shares that are written about are “smaller company” shares and often the market in 
these shares is not particularly liquid which may result in significant trading spreads and sometimes may 
lead to difficulties in opening and/or closing positions. Before investing, readers should seek professional 
advice from a Financial Services Authorised stockbroker or financial adviser. 

T1ps.com Limited is authorised and regulated by the Financial Services Authority (FSA Registration no. 
192801) and can be contacted at 5-11 Worship Street, London, EC2A 2BH – email 
robert.tyson@t1ps.com – fax 020 7628 3815 – tel 020 7562 3392


