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TransAtlantic Petroleum is a research client of Edison Investment Research Limited 

TransAtlantic has released a good set of Q314 financial and operational 
results, realising an oil production high of 3.7mb/d and with a significant 
quarter-on-quarter increase in net income to US$8.3m. Results were driven 
by solid operations in south-east Turkey, as well as a lack of one-off 
provisions and abandonment charges. In our view, current oil prices could 
potentially bring Turkey and Bulgarian gas assets back into focus in 2015, 
while the approved acquisition of Stream Oil and Gas adds Albanian 
production and cash flow to the mix. 

Year end Revenue 
US$m 

EBITDA 
US$m 

PBT* 
US$m 

Debt 
US$m 

Net cash/ 
(debt) US$m 

Capex 
US$m 

12/12 134.1 38.7 4.6 (32.8) (18.0) (52.5) 
12/13 127.3 44.1 0.2 (69.8) (56.9) (105.1) 
12/14e 143.9 76.5 25.9 (116.6) (115.5) (115.1) 
12/15e 268.3 127.9 57.2 (126.6) (123.8) (116.1) 

Note: *PBT is normalised, excluding intangible amortisation, exceptional items and share-
based payments. 

Oil volumes led the charge in Q314 
In line with previously announced plans to shift production away from lower netback 
gas and towards higher netback oil sales in 2014, TransAtlantic (TAT) delivered an 
impressive 48% y-o-y increase in oil production volume to 3.7mb/d in Q314, while 
gas sales slid to 1.3mboe/d. Combined oil and gas production came in at 
5.0mboe/d, flat q-o-q. We expect lower global oil pricing trends combined with what 
we see as sustainable gas prices in Europe to lead to a renewed focus on gas 
production in Turkey, Bulgaria and soon Albania. 

Stream acquisition now approved  
With Stream shareholders having voted in favour of the proposed acquisition offer, 
TAT takes over operating control of Albania’s Gorisht, Cakran and Ballsh oilfields as 
well as the Delvina gas field from 18 November 2014. We remain of the opinion that 
these Albanian assets will benefit from TAT’s horizontal drilling experience, 
improved access to capital markets, workover service and drilling contracts. We are 
forecasting Stream assets to add production of between c 1.0boe/d to 1.5boe/d to 
the production slate in 2015, as well as geographical diversification to the currently 
Turkey-focused asset base. 

Valuation: Core NAV of US$11.0/share 
Our core NAV of US$11.0/share comes in slightly lower than our previous 
US$11.7/share, based on revisions to our oil price and modelled cost assumptions 
in Turkey. Included in our valuation is the expectation that Albanian gas production 
can be quickly brought back online, and that the deepening, recompletions and 
workover of existing wells will continue to increase oil production in Albania. We 
expect near-term share price catalysts to include operational updates after the 
consolidation of Stream assets, along with the final approval required to acidise the 
Deventci-R2 well in Bulgaria, which we expect in 2015.  
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Production rising to the challenge 

TransAtlantic released a good set of Q314 financial and operational results, realising a 48% y-o-y 
increase in oil production during the quarter, as well as an all-time high for oil production, which 
averaged 3.7mb/d in the quarter. Combined oil and gas production for the quarter averaged 
5.0mboe/d, driven by a well-executed drilling campaign in south-east Turkey.  

EBITDA for the third quarter came in as US$23.8m, mostly in line with Q214 reported EBITDA of 
US$23.7m, and well ahead of the US$13.4m reported in Q313. Net income was reported as 
US$8.3m, delivering a significant increase over the previous quarter reported net income of 
US$1.4m, and in contrast to Q313, which reported a net loss of US$4.9m, with all of these stated 
before currency translation adjustments.  

It is worth noting that while oil production rose in Q314, natural gas production decreased during 
the same period, dropping by 16% y-o-y to 7.9mmcf/d (1.3mboe/d), a result of natural production 
decline in TransAtlantic’s main gas producing fields in the Thrace basin, and in line with previously 
announced plans to shift production away from lower netback gas sales in Turkey and towards 
higher netback oil sales. We note that while this strategy of leading with higher-margin oil 
production was of sound logic in early 2014, company guidance points to a current review of this 
strategy in light of current lower global oil price trends. 

November oil and gas production averaged 5.3mboe/d and in the Q314 conference call 
management reiterated its unchanged year-end exit guidance of range of 6.0-6.5mboe/d. We 
forecast Q414 production to average 5.6mboe/d, which delivers a slightly revised FY14 average 
production forecast of 5.2mboe/d for the year, net of contributions from Stream Oil and Gas 
consolidation, expected to start in December. 

Exhibit 1: TransAtlantic quarterly oil and gas production (boe/d) 

 
Source: Edison Investment Research estimates, company data 

Exhibit 2: TransAtlantic realised quarterly pricing and EBITDA per boe  
 Q113 Q213 Q313 Q413 Q114 Q214 Q314 Q414e 
Oil US$/bbl  103 94 103 104 97 105 86 80 
Natural gas US$/mcf 10 10 9 9 8 9 8 8 
Oil equivalent US$/boe 94 86 88 75 80 90 78 79 
EBITDA/boe (US$/boe) 43 32 36 7 41 52 52 22 
Source: Edison Investment Research, company data 

Work in progress set for completion before year-end 
Operating three drilling rigs in the fourth quarter in south-eastern Turkey and one in north-western 
Turkey, TransAtlantic has been expecting to drill over 30 wells in 2014, with our models calling for 
US$115m in capex in 2014. TransAtlantic has spudded 27 wells and placed 17 new wells on 
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production year-to-date in 2014. Its plans for the remainder of the year entail spudding 10 new wells 
in Q414, with specific guidance pointing to the following:  

 In the Şelmo area in south-east Turkey TransAtlantic is planning to spud four additional MSD 
zone horizontal wells, as well as placing four new Şelmo wells on production in Q414. It is 
worth noting that three Şelmo MSD horizontal wells were put into production in Q314, with 
these oil wells averaging initial production rates of 350b/d each. 

 With regards to the Molla’s Bahar-6 well, a target depth of 10,550ft has now been reached, with 
TransAtlantic expecting to fracture stimulate and test the Dadas formation by year-end. This is 
expected to be TransAtlantic’s first completion in the over-pressured Dadas zone with 
commingled Bedinan-Dadas production expected online before year-end.  

 In the Thrace basin five gas wells were drilled in Q314 and one new well was placed on 
production. The initial five wells tested an average of 1.6mmcf/d and averaged a cost below 
US$1.0m per well (ie relatively cheap). Before year-end TransAtlantic is planning to drill three 
additional vertical wells in the Thrace Basin and place a minimum of four of these wells online 
as gas demand ticks up in the coming winter months. 

 In Bulgaria, TransAtlantic has received all but one approval to acidise the Deventci-R2 well. 
Plans remain to stimulate the well and begin production once approvals have been finalised.  

Stream Oil & Gas acquisition approved – set to close 18 Nov  
An all-share merger/consolidation of Stream Oil and Gas (TSX-V: SKO) has now been approved by 
shareholders and is expected to close 18 November 2014. Stream’s 66.9m outstanding shares are 
to be swapped for 3.8m TransAtlantic shares (ie one Stream share for 0.05657 of a TransAtlantic 
share). The acquisition values Stream equity at nearly US$30m based on current pricing, while the 
issuance of new TransAtlantic shares represents a 10% dilution to TransAtlantic’s 37.5m 
outstanding shares.  

The share issuance is to be delivered in two tranches, with the first tranche in November 2014 
entailing 3.2m TransAtlantic shares, or 85% of the total agreed upon amount. An additional 0.6m 
TransAtlantic shares will then be issued upon the completion of proposed amendments to Stream's 
Albanian production licence agreements, which we model as received within nine months of the 
closing date (ie August 2015). 

Our models assume newly acquired Albanian assets will have little impact on TransAtlantic’s 2014 
P&L, but have a moderate impact on the year-end balance sheet. Our model includes US$25m of 
Stream net debt (as of November 2014), increasing TransAtlantic’s net debt from US$82.2m 
(reported as of 30 September 2014) to our forecast US$115m by year-end 2014.  

Our models point to Stream Oil and Gas’s acquisition entailing an EV of near US$55m at today’s 
pricing (ie US$30m in TransAtlantic equity and US$25m in debt), which values Stream’s 29mmboe 
of 2P reserves at c US$2.0/boe, below our revised valuation of US$3.5/boe on a EV/2P basis, 
making this acquisition value accretive for TransAtlantic shareholders. 
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Valuation: Pricing in Albanian assets 

In line with our existing valuation metrics for E&P companies, we value TransAtlantic on a DCF-
derived net asset value (NAV) model. We assume our standard price deck (US$80/bbl real, inflated 
at 2.5% after a move from near-term pricing expectations) with minor amendments for local 
markets. 

Core to our valuation are net 2P reserves (year-end 2013 and stated after Turkish royalties) of 
24.2mmboe and the basic shares outstanding count of 40.9m (previously 37.4m). We also use our 
estimate of TransAtlantic’s beginning of 2014 net debt of US$115m. 

It is worth noting that we have reworked our Albanian asset valuation, accounting for European gas 
pricing, while basing our valuation on estimates on Stream’s reserves reported as 28.8mmboe on a 
2P basis, net to TransAtlantic, but before a 12% royalty (unlike Turkish reserves, which are net to 
TransAtlantic and net of royalties). We now arrive at a core NPV of US$100m (versus US$80m 
previously) for the Albanian reserves, or US$3.5/boe on a 2P basis, which we find value accretive 
for TransAtlantic shareholders, ie above a purchase price range of US$2.0-2.2/boe, which we 
calculate by making use of TransAtlantic’s share offer at current market price plus c US$25m in 
assumed net debt.  

Exhibit 3: TransAtlantic summary valuation table 
        Recoverable reserves   Net risked  Value per share (US$) 

Asset Country Diluted WI GCoS Gross Net NPV/boe Value Risked Unrisked 
    % % mmboe mmboe US$/boe US$m /share /share 

Production assets          
Şelmo TU 100 100 10.9 10.9  25.3  275 6.68 6.68 
Tekirdag TU 41.5 100 2.7 2.7  18.7  51 1.23 1.23 
Other Gas TU 100 100 3.5 3.5  22.9  80 1.95 1.95 
Molla TU 100 100 5.5 5.5  21.3  117 2.84 2.84 
Other Oil TU 100 100 1.0 1.0  27.0  27 0.66 0.66 
Bulgaria BU 50 100 0.6 0.6  6.8  4 0.09 0.09 
Albania Oil AB 100 100 24.1 24.2  2.7  65 1.58 1.58 
Albania Gas AB 50 100 4.6 4.6  7.6  35 0.85 0.85 
Net (debt)/cash TU 100 100 - -  (115) (2.80) (2.80) 
G&A TU 100 100 - -  (85) (2.06) (2.06) 
Core NAV         53   454 $11.0 $11.0 
Source: TransAtlantic Petroleum data, Edison Investment Research estimates 

Using a 12% weighted average cost of capital (WACC) for both Turkey and Albania, we find a core 
NAV for the combined entity of US$11.0/share, a 6% decrease from our previously published NAV 
of US$11.7/share, due to changes to our near-term oil price as well as operational cost 
assumptions, which we have increased in our DCF models to reflect current market realities. 

Financials 

We have made revisions to our 2014 production forecasts to 5,169boe/d (from 5,276boe/d), with 
these estimates not including contributions from Albanian assets in 2014, while our 2015 production 
estimates of 8,814boe/d do reflect Stream net production additions expected for the year. We have 
also made upward revisions to our 2014 EBITDA estimates, which are based on Q314 reported 
cash flow and lower one-off provisions and abandonment charges in the financial statements. With 
regards to our capex estimates, we have increased these by US$9.1m, to better account for 
company guidance for 2014, while our 2015 estimates remain unchanged ahead of TransAtlantic’s 
2015 capital budget, which is to be finalised and released mid December 2014. It is worth noting 
that a decrease in provisions in our P&L statement has realised lower debt levels in our 2014 
estimates, with this having a carry-on effect into 2015.  
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Exhibit 4: Summary of operational and financial revisions to our models  
    2012 2013 2014e 2015e 
Production (boe/d)  4,534 4,158 5,169 8,814 
Change from previous (boe/d) 0 0 (107) (78) 
EBITDA (US$000s) 38,720 44,108 76,470 127,888 
Change from previous (US$000s) 0 0 (2,283) 1,522 
Capex (US$000s)  (81,800)* (115,110) (115,110) (116,120) 
Change from previous (US$000s) 0 0 (9,110) 0 
LT & ST debt (US$000s) (32,766) (69,766) (116,643) (126,643) 
Change from previous (US$000s) 0 0 33,123 42,123 
Cash on hand (US$000s) 14,768 12,881 1,178 2,820 
Source: TransAtlantic Petroleum data, Edison Investment Research estimates. Note: *As per company 10-K 
discussion. 

With regards to debt levels, TransAtlantic refinanced debt in the second quarter of 2014 with a 
US$150m credit line from both BNP Paribas and International Finance Corporation (IFC) currently 
in place. The new credit line is expected to mature in 2019, with commitment reductions beginning 
in 2016. Finally, we note that Stream’s accounts will come to an end in November 2014, and, for 
the purposes of our model, our forecasts assume a seamless alignment of these with 
TransAtlantic’s December end accounts and production upon merging in November.  
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Exhibit 5: Financial summary 
 US$000s 2012 2013 2014e 2015e 
Year end 31 December      
PROFIT & LOSS       
Revenue   134,113 127,270 143,939 268,338 
Cost of Sales  (62,837) (59,944) (35,096) (94,191) 
Gross Profit  71,276 67,326 108,844 174,147 
EBITDA   38,720 44,108 76,470 127,888 
Operating Profit (before amort. and except.)   10,505 2,786 30,448 63,642 
Intangible Amortisation  0 0 0 0 
Exceptionals  (4,465) (12,361) (7,959) (2,959) 
Other  0 0 0 0 
Operating Profit  6,040 (9,575) 22,489 60,683 
Net Interest  (5,922) (2,589) (4,512) (6,446) 
Profit Before Tax (norm)   4,583 197 25,936 57,196 
Profit Before Tax (FRS 3)   118 (12,164) 17,977 54,237 
Tax  (6,491) (1,107) (6,573) (19,832) 
Profit After Tax (norm)  (1,908) (910) 19,362 37,364 
Profit After Tax (FRS 3)  (6,373) (13,271) 11,403 34,405 
      Average Number of Shares Outstanding (m)  36.7 37.1 37.9 40.9 
EPS - normalised (US$)   (0.052) (0.025) 0.510 0.913 
EPS - normalised fully diluted (US$)   (0.052) (0.025) 0.404 0.734 
EPS - Reported (US$)   (0.173) (0.358) 0.301 0.841 
Dividend per share (US$)  0.000 0.000 0.000 0.000 
      Gross Margin (%)  53.1 52.9 75.6 64.9 
EBITDA Margin (%)  28.9 34.7 53.1 47.7 
Operating Margin (before GW and except.) (%)  7.8 2.2 21.2 23.7 
      BALANCE SHEET      
Fixed Assets   284,868 278,887 509,076 689,442 
Intangible Assets  0 0 65,000 65,000 
Tangible Assets  256,152 250,972 417,104 597,470 
Investments  28,716 27,915 26,972 26,972 
Current Assets   73,390 67,699 53,463 51,255 
Stocks  0 0 0 0 
Debtors  52,769 46,971 44,938 41,089 
Cash  14,768 12,881 1,178 2,820 
Assets held for Sale  0 0 0 0 
Other  5,853 7,847 7,347 7,347 
Current Liabilities   (71,612) (115,650) (114,927) (121,166) 
Creditors  (28,498) (39,802) (38,579) (34,818) 
Other Current Liabilities  (43,114) (32,564) (33,064) (33,064) 
Short term borrowings  0 (43,284) (43,284) (53,284) 
Long Term Liabilities   (72,819) (63,619) (110,496) (110,496) 
Long term borrowings  (32,766) (26,482) (73,359) (73,359) 
Other long term liabilities  (40,053) (37,137) (37,137) (37,137) 
Net Assets   213,827 167,317 337,116 509,036 
      CASH FLOW      
Operating Cash Flow   64,383 72,472 92,615 134,040 
Net Interest   (5,922) (2,589) (4,512) (6,446) 
Tax  (6,491) (1,107) (6,573) (19,832) 
Capex  (52,535) (105,109) (115,110) (116,120) 
Acquisitions/disposals  0 0 0 0 
Equity Financing  0 0 0 0 
Other cash flow  267 (40) 0 0 
Net Cash Flow  (298) (36,373) (33,580) (8,358) 
Opening net (debt)/cash   (62,884) (17,998) (56,885) (115,465) 
HP finance leases initiated  0 0 0 0 
Other  45,184 (2,514) (25,000) 0 
Closing net (debt)/cash   (17,998) (56,885) (115,465) (123,823) 
Source: TransAtlantic data, Edison Investment Research estimates 
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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 TransAtlantic Petroleum 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 
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