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A Successful Campaign 

On completion of the upcoming SD-3X well in Egypt, SDX Energy will 
have completed successful drilling campaigns in both Egypt and 
Morocco. We believe that there will be a pause in the frenetic activity 
seen over the last twelve month as management evaluates the results 
and moves ahead to acquire further 3D seismic data in order to put in 
place another exciting drilling campaign in 2019 and maintain the 
momentum. 

▪ Morocco. The Company has drilled a nine well development and 
exploration programme. In the Sebou area the Company made five 
discoveries out of seven wells and on the back of this the Company is 
targeting an increase in production to 8 – 10 mmcf/day by the end of 
2018 from approximately 6 mmcf/day at present. SDX is now starting a 
3D seismic to identify further prospects to drill in 2019. The Company 
already has 12 drill-ready prospects with potential unrisked recoverable 
resources in excess of 20 BCF. In Lalla Mimouna, SDX has made some 
exciting potential gas discoveries. Although these were unable to be 
tested due to reservoir damage, these successes open a significant new 
potential play. 

▪ Egypt. The Company has drilled two exploration wells in the onshore 
South Disouq licence which resulted in one discovery at Ibn Yunus. This 
opened up a new play, the Kafr el Sheik, in addition to the Abu Madi 
play which was opened by the SD-1X discovery last year. Management 
is now planning to acquire an additional 170 km² of 3D seismic to allow 
a new drilling campaign to start next year. The Company already has 
five drill-ready gas prospects with a potential resource base of 
approximately 90 BCF and 1 drill-ready oil prospect targeting 
50mmbbls. On top of this there are significant leads with combined 
prospective resources in excess if 1 TCF.  

▪ Valuation. Using the industry standard valuation of a discounted cash 
flow analysis, we derive a RENAV of approximately 115.2 p/share. This 
compares to our previous estimate of 79 p/share. This increase is 
mainly on the back of the successful drilling campaigns in Morocco and 
Egypt. Investors should view any valuation in the context of their own 
assessments of the relevant risks. 

▪ We are lowering our forecast for 2018 net income to US$19.5 million 
from US$38.8 million. This is predominantly due to South Disouq now 
expected to be on stream at the end of the year rather than mid year. 
Thereafter the plateau rate is slightly higher and longer than we had 
previously forecast which will benefit subsequent years.  
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FYE DEC 2016 2017 2018E 2019E 2020E 

Revenues (US$ m) 12.9 39.2 50.4 86.7 90.8 

Op. profits (US$ m) (26.5) 3.4 21.0 49.1 54.1 

Net income (US$ m) (28.0) 28.3 19.5 47.4 51.7 

EPS (¢/share) (35.0) 15.1 9.5 23.2 25.3 

Dividend (p/share) 0 0 0 0 0 

Cash flow (US$ m) (3.9) 21.6 (18.7) 27.9 49.4 

Net cash (US$ m) 4.2 28.9 10.2 38.1 87.5 

Source: Company Information and Progressive Equity Research estimates 
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A Frenetic Year 

SDX has been very busy over the last twelve months with very successful drilling 
campaigns in both Egypt and Morocco. On completion of the upcoming SD-3X well in 
Egypt, there is going to be a pause for breath as the Company converts the recent 
discoveries into cash generating assets. SDX will now put in place the next exciting 
drilling programme with the hope of replicating the historical success and allowing a 
significant growth in the reserve base of the Company. 

Egypt 

In Egypt, the focus has been very much on the South Disouq licence where SDX has a 
55% working interest. The Company made its first discovery in May 2017 with the SD-
1X discovery which was a 47 BCF discovery in the Abu Madi formation. This is now 
being appraised and the Company is looking to bring this discovery on stream by the 
end of the year. This year has seen the Company drill two exploration wells. The most 
exciting of which was the Ibn Yunus gas discovery where recoverable reserves and 
resources are currently estimated at approximately 50 BCF of gas. As well as adding 
significant reserves to be processed through the SD-1X Central Processing Facility and 
thus significantly increasing the returns from the existing discoveries at South Disouq 
and Ibn Yunus, what makes this doubly exciting is that it opens up a new play on the 
licence in the Kafr el Sheik formation. The Company is now in the process of acquiring 
further 3D seismic data to help with a new drilling campaign in 2H 2019. The Company 
has identified five drill-ready gas prospects with potential recoverable resources in 
excess of 90 BCF and 1 drill ready oil prospect targeting 50mmbbls. On top of this, there 
are a number of leads targeting over 1 TCF of gas.  

Morocco 

In Morocco, the Company has finished a nine well drilling programme. Seven wells were 
drilled around the Sebou/Gharb Centre concessions with five of these proving up 
commercial discoveries. These discoveries will help the group increase production up 
towards 8 mmcf/day by the year end from a current level of 6 mmcf/day. With the cost 
base in the country being very much fixed, the incremental volumes will give the group 
a significant boost in cash flow. The group is now about to acquire 240km2 of 3D seismic 
data which will provide additional prospects to drill in the next drilling campaign which is 
due to start in Q1 2019. Twelve drill-ready prospects have already been identified with 
combined potential resources in excess of 20 BCF. On top of this there are more than 
60 further leads with potential upside of approximately 60 BCF. Many of these prospects 
and leads are likely to be de-risked by the new 3D seismic data. These prospects and 
leads are similar to the discoveries made in the last drilling campaign and so should be 
seen as low risk. Management is looking at ultimately trying to increase gas production 
up to 24 mmcf/day which is the current capacity of the pipeline to their customer base in 
Kenitra. The Company also drilled two wells in the Lalla Mimouna concession. Both of 
these found significant potential gas volumes but were not able to be tested properly 
due to reservoir damage that occurred during drilling. As management gets a better 
understanding of the reservoir characteristics at Lalla Mimouna we believe that these, 
or similar, prospects will be redrilled. 

Valuation 

We are using the industry standard valuation methodology of a discounted cash flow 
analysis. This uses a flat Brent price of US$60/bbl and the gas contracts in place in 
Morocco and Egypt. On this basis, the RENAV (Risked Exploration NAV) is standing at 
approximately 115.4 p/share. This compares to our previous estimate of 79 p/share. This 
increase very much reflects the success in the recent drilling campaign although 
investors should be aware that there is some minor impact from exchange rates and oil 
price assumptions. This RENAV may be viewed in the context of the current share price 
which is standing at approximately 59 p/share. As ever, investors should view any 
valuation in the context of their own assessments of the relevant risks. 
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Financials 

With this note, we are adjusting our forecasts. We have reduced our 2018 net income 
estimate to US$19.5 million from US$38.8 million. The major component of this is due 
to the South Disouq licence now expected to start production at the year-end rather than 
our previous assumption of a mid 2018 start. Our 2019 forecasts are increased to 
US$54.9 million from US$50.6 million to reflect a higher plateau production in South 
Disouq. The balance sheet remains strong. At the end of March 2018 the Company had 
working capital (net cash and receivables due) of US$43 million. This, together with its 
forecast cash flows, is more than sufficient to fund the development of South Disouq. 
Thereafter the Company will be generating free cash flow thus giving management the 
ability to fund further growth. 

SWOT Analysis 

Strengths 

One of the major strengths of the Company is its low cost/high margin production in 
Egypt and Morocco. In a period of weak oil prices, this has allowed the Company to 
continue to generate cash flow when many other players are suffering. The other main 
strength is its strong balance sheet with working capital of approximately US$43 million 
at 31 March 2018.  Combined, this is more than sufficient to carry the Company through 
its 2018 work programme and planned drilling campaign for 2019. 

Weaknesses 

The big weakness for the Company is through the maturity of its producing assets. In 
Egypt, the North West Gemsa licence is mature although management is trying to 
mitigate the decline in this licence. In Morocco, the existing production wells are also in 
decline. This decline in the mature Egyptian asset base will be offset by SD-1X 
development augmented by the Ibn Yunus discovery when this comes on stream whilst 
the drilling programme in Morocco has proved up additional resources which can be 
easily marketed and hence ramp up production. 

Opportunities 

The strong balance sheet gives the Company the potential to make accretive 
acquisitions. At a time when many smaller players are under significant financial strain, 
we believe that SDX could find relative bargains. This has been shown with the 
acquisition of the producing Circle Oil assets at the start of 2017. 

Threats 

Perhaps the largest threat to the business (as with all E & P companies) comes from the 
operating environment – especially the oil price. Weakness in the oil price will lead to 
lower than expected cash flows from its producing assets. That said, the proposed SD-
1X development together with its existing Moroccan production would provide the 
Company with additional fixed price gas volumes therefore mitigating the risks from oil 
price weakness.  The other potential threat is due to much of its operations being based 
in Egypt where there have been some problems over the last few years. This threat 
would appear to be receding on the back of the free floating the Egyptian currency and 
the government’s desire to pay its receivables backlog by the end of the year. SDX, 
though, does not have a receivables issue with the government and this continues to be 
the case. 
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Egypt 

The Company has interests in four licences within the country. SDX Energy has a 50% 
working interest in both the Meseda and North West Gemsa which are low-cost oil 
production licences, however the real potential is in the 55% interest in the South Disouq 
licence where the Company has made two exciting gas discoveries in the last year. On 
top of this the Company has a 12.5% interest in the South Ramadan licence in the Gulf 
of Suez. 

South Disouq 

The main area of SDX’s growth will come from the South Disouq licence. The Company 
is operator with a 55% working interest in this licence which is located in the onshore 
Nile Delta region of Egypt. The first well drilled in early 2017, SD-1X, discovered a 
significant gas accumulation located in the Abu Madi geological interval. Gaffney Cline 
& Associates, SDX’s independent reserve auditor at that time, analysed the data from 
the well and believed that the reserves and resources were standing at 47 BCF of gas 
and 2.3 mmbbl of condensate. We believe that this is a conservative estimate since the 
GCA estimate is based on a “gas down to” basis. The original discovery well was drilled 
at the crest of the structure and found 65 feet of net gas pay but did not find a gas/water 
contact. Management believes that the sand could thicken in the flanks of the field sand 
that these reserves could increase. The Company is in the middle of a two well appraisal 
programme and the first well, SD-4X, has found a thicker section of net gas play of 89 
feet indicating that the “thickening at the flanks assumption” could be correct. The 
Company will start drilling its second appraisal well, SD-3X in early July. 

The Company has also drilled two further exploration wells on the licence in the first half 
of 2018, i.e. the Ibn Yunus and Kelvin prospects where, between them, 150 BCF of gas 
of prospective resources was being targeted. The excitement is focusing on the Ibn 
Yunus prospect where 100 feet of net gas play was discovered in the Kafr el Sheik 
formation. This opens up a new play type within the licence. The well is currently being 
tested but initial flow rates of 39 mmcf/day of gas were achieved although this was limited 
by the surface equipment. The well has now been shut in for an initial pressure build up 
and then SDX will conduct more flow tests. Management believe that mean recoverable 
resources in this discovery are standing at approximately 52 BCF of gas. However, a 
further appraisal wells will be required in order to gauge the lateral limit of the reservoir 
and to also determine the gas/water contact. The next exploration well was drilled on 
the Kelvin prospect. This was slightly disappointing with uncommercial gas saturation in 
the reservoir. 

On the back of the data collected in the Ibn Yunus discovery and the two appraisal wells 
on the SD-1X discovery, SDX is getting its reserve auditor to update its CPR to 
determine the present level of the reserves and resources discovered and to firm up the 
development plans. This new CPR is expected to be completed towards the end of Q3 
2018. 

Given that the discoveries are close to a gas trunk line, they would appear to be 
commercial and management is looking at moving these ahead to development with first 
production forecasted for the end of 2018. This is expected to combine a development 
of SD-1X along with Ibn Yunus. The current plan is for the installation of a central 
processing facility and laying a 10 km pipeline to the main gas export line. Initial 
production is expected to be approximately 57 mmcf/day. Management is finalising 
development plan costing but at this provisional stage it would appear to be modest. The 
gas pipeline is expected to cost gross US$11 million whilst the CPF cost is thought to 
be in the range of US$10 – 15 million. The planned CPF installation could be easily 
expanded if additional reserves and resources are found. 
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There are additional prospects and leads on the licence which management will evaluate 
on the back of the data from the current drilling campaign. At present the Company has 
found five drill ready gas prospects – one Abu Madi prospect and four Kafr el Sheik 
prospects – which have unrisked combined potential reserves and resources of over 90 
BCF. The Company is also looking at the potential of a deeper Cretaceous oil play and 
there is a 50 mmbbl prospect that is ready to drill. 

Additional Kafr el Sheik leads have also been identified with unrisked prospective 
resources in excess of 1 TCF. The Company is looking to start a further 3D seismic 
survey, in Q4 of 2018, to the south of the SD-1X discovery in order to firm up these leads 
as well as identify additional prospects to drill. This seismic is expected to be processed 
in the first half of 2019 to allow another drilling programme to be started in 2H 2019. 

North West Gemsa 

North West Gemsa is a mature asset and the Company is working hard to alleviate the 
decline in this licence with a workover programme which is expected to maintain gross 
production at approximately 4,100 boe/day. The Company has started a seven well 
workover programme which is now starting to have an effect and management believe 
that it can achieve gross stabilised 2H production of 4,400 boe/day. This is a low cost 
field with operating costs of a mere US$10/bbl and so at a Brent oil price of US$60/bbl 
gives the Company a netback of US$15.30/bbl. 

Meseda 

Over the last twelve months the outlook for the Meseda concession has improved 
dramatically. In the concession, management has installed a new liquids treatment 
facility and is resizing the ESPs (Electric Submersible Pumps) with the aim of doubling 
production up to approximately gross 6,000-7,000 boe/day. The partners have 
completed the central facility upgrade which will double the fluid handling capacity to 
20,000 bfpd. 

In addition, the outlook has further improved with the Rabul heavy oil discovery. The 
initial discovery well, Rabul-1, indicated a very modest discovery with a net pay of a 
mere 14.5 feet. However, the second appraisal well found 101.5 feet of net pay 
suggesting a substantial discovery. SDX has now finished the appraisal programme, 
drilling a further three wells, which has confirmed that this is an exciting discovery. The 
last two wells (Rabul-4 & Rabul-5) have now been brought on stream and are producing 
at a combined rate of approximately 2,800 bbl/day. 

South Ramadan 

SDX has a 12.75% working interest in the South Ramadan licence which is located in 
the Gulf of Suez. In June the Company spudded the SRM-3 appraisal well which is 
located up-dip of an old producing well. This is expected to take approximately 3 months 
to drill. Based on the results of this well the partners will look at the options for this 
licence. This is a commitment well. 

Morocco 

SDX entered Morocco with the acquisition of Circle Oil’s assets in January 2017. The 
main asset was a 75% working interest in the producing Sebou concession in the 
onshore Rharb basin and a 75% interest in the exploration permits at Lalla Mimouna. 
SDX has since bolstered this position through acquiring the Gharb Centre (Occidental) 
concession, where it also has a 75% working interest. The economics of the gas 
production are very attractive. The Company is able to achieve an average realisation 
on the gas sold of approximately US$10.00/mcf whilst operating costs are less than 
US$1/mcf allowing a very healthy netback. Coupled with the benign fiscal regime, this 
asset generates very strong cash flow. 
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SDX embarked on a nine-well drilling programme at the end of 2017 in order to prove 
up additional reserves that can be exploited through its existing infrastructure. This was 
completed in 2Q 2018. The first seven wells were concentrated around the existing 
production in the Sebou and Gharb Centre licences and the Company has had 
significant success with five out of the first seven well being successful. Of the two wells 
that were unsuccessful, one was drilled on low resolution seismic data that the Company 
inherited, whilst the other found gas but not in commercial quantities. 

At the year-end the gross reserves in Morocco were standing at 6.5 BCF. This only 
includes three of the five discoveries made in the initial programme – the other two wells 
were completed after the year-end and will add further reserves at the end of 2018. On 
the back of this success, management wants to increase production to a level of 8 – 10 
mmcf/day by the end of 2018 compared to average production in 2017 of 5.1 mmcf/day. 
As we mentioned earlier, the netbacks achieved to date in Morocco are very healthy. 
However, the costs associated with the operations are very much fixed (rather than 
variable) and as such, the increased production should very much fall through to the 
bottom line. The ultimate goal is to increase production up to 24 mmcf/day, which is the 
capacity of SDX’s pipeline to its customer base in Kenitra. 

Morocco discoveries 

 

Source: Company information 

Outside of the main production base in the Sebou licence, SDX has drilled two 
exploration wells in its Lalla Mimouna licence. Although there had been some drilling in 
the region by Circle Oil, this failed to find commercial quantities of gas with reservoir 
quality proving to be poor. The two wells, LNB-1 and LMS-1, highlighted a new deeper 
play type as well as the traditional shallower gas targets seen in the Sebou area. 

LNB-1 found 2.6 metres of shallow “Sebou-like” natural gas play and this will be 
completed and produced as part of the drilling campaign starting in 2019. However, the 
real excitement is in the primary target, the Lafkerena sequence, where over 300 metres 
of gas bearing horizons were encountered. It also contained heavier hydrocarbon 
components. On an unrisked mid-case, management estimates the recoverable 
resources could be 10.2 BCF of gas and 55,000 bbl of condensate. The second well, 
LMS-1, was also encouraging. This identified 16.4 metres of conventional gas pay sands 
in the Miocene which has not been previously tested in the area. Similarly to LNB-1, 
heavier gas shows were encountered, indicating the presence of the deeper 
thermogenic source rock. Provisionally, management believes that the P-mean 
recoverable resources could be approximately 3.9 BCF of gas. Unfortunately, the 
reservoirs were badly damaged during drilling and could not be properly tested. 
Management tried to test the LMS-1 well but this produced at sub commercial flow rates. 
During the drilling of these wells, over-pressured gas was encountered and, to control 
the issue, the drilling mud weight was increased, which is thought to have damaged the 
reservoir close to the well bore. The logs indicate that away from the bore hole there is 
excellent reservoir. It will be possible to redrill these wells with an updated casing and 
drilling programme that should get around this problem. Given the game-changing size 
of the now-proven targets, we believe that management is eager to redrill these (or 
similar) discoveries at the earliest opportunity.  

Permit Name Result Flowrate (mmcf/day)

Sebou KSR-14 Gas discovery 6.40

Sebou KSR-15 Gas discovery 7.52

Sebou KSR-16 Gas discovery 8.43

Gharb Centre ELQ-1 Uncommerical n/a

Sebou ONZ-7 Gas discovery 15.34

Sebou KSS-2 Dry hole n/a

Sebou SAH-2 Gas discovery 13.45



19 July 2018 

 

 
7 

On the back of this successful drilling programme, management is also looking forward 
to drill more wells in order to prove up additional gas that can be marketed. The 
Company is now looking to start a further drilling programme in H1 2019. As part of this, 
the Company is preparing to acquire a further 240km2 of 3D seismic data in the Gharb 
Basin. Management has identified twelve drill-ready gas prospects which could contain 
prospective unrisked resources in excess of 20 BCF. These will be similar to the five 
discoveries made in the Sebou/Gharb Centre licence in the last drilling campaign and 
so should be viewed as low risk wells. On top of these prospects, there are more than 
60 leads across the basin with upside potential of 60 BCF. The new seismic data is 
expected to mature many of these into drillable prospects. SDX is also looking at the 
potential of a pre-Nappe oil play in the basin but drilling is very much dependent on the 
seismic data acquired identifying suitable drilling targets. Historically, there has been 
some oil production in the area, which demonstrates that there is a working oil kitchen 
in the region. 
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SDX Valuation 

Methodology & assumptions 

As with all E & P companies, the valuation is estimated using the traditional approach of 
asset valuation. This valuation is traditionally done through using a DCF (discounted 
cash flow) analysis of the known fields and discoveries. The basis of this valuation is 
using a forward oil price of US$60/bbl which must be construed as conservative given 
that Brent is currently trading at a price of US$78/bbl. The gas prices used are as defined 
by the relative gas contracts in Egypt and Morocco which equates to US$2.65/mcf and 
US$10.50/mcf respectively. We believe that there is the potential for gas prices to rise. 
We split the valuation into two. The discount rate that we use is the traditional 10% 
discount rate that the industry tends to utilise. The exchange rate we use is the current 
spot rate which is standing at GBP/USD 1.32. 

The core value is derived from the value of the existing discoveries and producing assets 
which is also then adjusted for the working capital (incl. cash) on the balance sheet. We 
then adjust for the risked exploration which will give investors a guide as to how this core 
valuation is likely to change over the next year. This gives the widely accepted RENAV 
(Risked Exploration Net Asset Value). 

Core NAV 

We estimate that the core NAV for its Egyptian and Moroccan assets is standing at 
US$165.5 million which equates to 61.3 p/share. To this, is added the working capital 
(net cash and receivables likely to be crystallised) which equates to US$43 million. This 
gives a core NAV of US$208.5 million – equivalent to 77.2 p/share and may be viewed 
in the context of a current share price of 59 p/share. As ever, investors should view any 
valuation in the context of their own assessments of the relevant risks. 

Risked Exploration 

ON our risked exploration, we are only including at this stage the drill ready prospects. 
This is likely to change once the 3D seismic data has been acquired which will reduce 
the risking on the prospects and as leads are matures in to prospects. Within Egypt, we 
believe that the risked exploration upside in South Disouq is US$54 million. There is also 
a negative element for the South Ramadan licence reflecting the cost of this well against 
expectations of success. Overall, we derive risked exploration upside is standing at 
US$103 million – equivalent to 38.2 p/share.  

RENAV (Risked Exploration Net Asset Value) 

Combining the core NAV with the risked exploration upside, we derive a value for the 
Company of US$311.5 million which equates to a value of 115.4 p/share. This compares 
to our previous valuation of 79 p/share. This large increase is predominantly due to the 
success in the drilling programme that the Company has carried out over the last year. 
Our last published valuation was before the drilling campaign. Investors should be aware 
that there is a boost coming through from the weakness of sterling (using GBP/USD 1.32 
v 1.35 previously) and the higher oil price (using $60/bbl v 57/bbl previously). Investors 
should note that this valuation is conservative. At its AGM, management had estimated 
its RENAV to be standing at US$408 million. 
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SDX Energy RENAV  

 

Source: Company & Progressive Research estimates 

  

US$m p/share

Egypt Egypt

Meseda 35.0 13.0

NW Gemsa 33.0 12.2

South Disouq 19.0 7.0

Morocco

Sebou 78.5 29.1

Producing assets Total 165.5 61.3

Egypt Working capital 43.0 15.9

Discoveries Core NAV 208.5 77.2

Balance sheet Risked Exploration

South Disouq gas 18.0 6.7

South Disouq oil 36.0 13.3

South Ramadan -3.0 -1.1

Morocco 52.0 19.3

Total upside 103.0 38.2

Total RENAV 311.5 115.4
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Financials 

Profit & Loss Account 

With this note, we are adjusting our forecasts. We have reduced our 2018 net income to 
US$19.5 million from US$38.8 million. The major change is through the South Disouq 
development which is now forecast to start production at the end of the year rather than 
in the middle of 2018. There is also lower guidance for production in the NW Gemsa and 
Meseda licences. On the positive, we have increased production for Morocco on the 
back of the success with the drill bit and management now expecting to get production 
up to 8 -10 mmcf/day by the end of 2018 compared to our previous expectation of 7.5 
mmcf/day. Our 2019 forecasts are reduced to US$47.4 million from US$50.6 million. 
This increase is predominantly to reflect lower guidance for the Meseda concession 
which offset a higher production from South Disouq where plateau production is 
expected to be 57 mmcf/day against our previous estimate of 50 mmcf/day. The 
discovery of gas at Ibn Yunus is likely to maintain this production plateau for longer than 
previously anticipated benefitting subsequent years. Additional discoveries which might 
be made can easily be processed through the South Disouq Central Processing Facility 
which will further boost profitability. 

Balance Sheet and Cash Flow 

As we mention earlier, the balance sheet remains strong. At the end of March 2018 the 
Company had net cash of US$29.3 million. On top of this, we estimate that the Company 
still has a net receivable position due from EGPC (Egyptian General Petroleum 
Corporation) of approximately US$19.7 million. Given the improving operating 
environment within Egypt, we would expect to see further crystallisation of this 
receivable position. This will give the Company more than sufficient funds to meet its 
heavy spend during the remainder of 2018. The main expenditure going forward will be 
to bring on stream the South Disouq development. Management is currently going 
through the tendering process but we believe that the total gross development costs to 
cover the 10km pipeline, the various well tie in costs, the Central Processing Facility 
itself and the costs of the final appraisal well SD-3X will be in the region of US$25 – 30 
million. This is likely to see the Company have a net outflow of cash over the course of 
2018. Thereafter the Company will be generating significant free cash which will be used 
to fund further growth and allow the management to accelerate its exciting drilling 
programme. 
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SUMMARY FINANCIALS – profit & loss account (US million) 

 

Source: Company information, Progressive Equity Research estimates 

 

 

 

 

 

  

US$ million 2015A 2016A 2017A 2018E 2019E 2020E

Net revenues 11.37                         12.91        39.17        50.36            86.75            90.75            

Operating costs (4.97)                          (3.55)         (10.25)       (12.51)           (20.49)           (19.30)           

Exploration expense (0.07)                          (28.70)       (0.19)         (5.00)             (5.00)             (5.00)             

DDA (2.06)                          (2.39)         (17.82)       (3.20)             (3.20)             (3.20)             

Impairment (6.84)                          -            0.80          -                -                -                

Share awards (0.76)                          (0.78)         (0.54)         (0.55)             (0.57)             (0.58)             

Associate 1.02                           0.90          1.02          0.90               0.90               0.90               

Loss on disposal (0.00)                          -            -            -                -                -                

G & A (4.77)                          (4.89)         (8.79)         (9.01)             (9.24)             (9.47)             

Total (18.46)                        (39.41)       (35.78)       (29.38)           (37.60)           (36.65)           

Operating profit (7.08)                          (26.50)       3.39          20.98            49.15            54.10            

Net interest expense (0.10)                          -            (0.13)         -                -                -                

Gain on acquisition 18.29                         -            29.56        -                -                -                

Pre-tax profit 11.11                         (26.50)       32.82        20.98            49.15            54.10            

Current tax (1.17)                          (1.48)         (4.54)         (1.46)             (1.80)             (2.41)             

Deferred tax 0.11                           -            -            -                -                -                

Taxation (1.06)                          (1.48)         (4.54)         (1.46)             (1.80)             (2.41)             

Net income 10.05                         (27.98)       28.28        19.52            47.35            51.69            

FX (0.65)                          -            0.03          -                -                -                

Income 9.40                           (27.98)       28.31        19.52            47.35            51.69            

EPS

Basic 0.19                           (0.35)         0.15          0.10               0.23               0.25               

Diluted 0.19                           (0.35)         0.15          0.10               0.23               0.25               
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SUMMARY FINANCIALS - Cash flow statement (US$ million) 

 

Source: Company information, Progressive Equity Research estimates 

 

US$ million 2015A 2016A 2017A 2018E 2019E 2020E

Pre tax profits 11.11                         (26.50)       32.82        20.98            49.15            54.10            

Adjustments for

DDA 2.06                           2.39          17.82        3.20               3.20               3.20               

Exploration expense 0.07                           28.70        0.19          5.00               5.00               5.00               

Impairment expense 6.84                           -            (0.80)         -                -                -                

Amortisation of transaction costs 0.38                           -            -            -                -                -                

Finance cost (0.01)                          -            0.13          -                -                -                

Stock based compensation 0.76                           0.78          0.54          0.55               0.57               0.58               

Gain on acquisition (18.29)                        -            (29.56)       -                -                -                

Equity in associate (1.02)                          (0.90)         (1.02)         (0.90)             (0.90)             (0.90)             

Loss on disposal 0.00                           -            (3.55)         -                -                -                

Operating cash flow 1.90                           4.47          16.57        28.83            57.02            61.98            

Change in receivables (3.37)                          -            -            -                -                -                

Change in payables 2.38                           -            -            -                -                -                

Change in inventory (1.19)                          -            -            -                -                -                

Working capital change (2.18)                          (5.00)         5.41          (2.24)             (7.28)             (0.80)             

Cash flow before tax (0.28)                          (0.53)         21.98        26.59            49.74            61.18            

Tax paid (4.93)                          (1.48)         (0.36)         (1.46)             (1.80)             (2.41)             

Cash flow (5.21)                          (2.01)         21.62        25.14            47.94            58.77            

Plant and equipment (1.39)                          (2.30)         (21.13)       (34.73)           (10.94)           (8.29)             

Exploration (3.73)                          (10.50)       (3.79)         (10.00)           (10.00)           (2.00)             

Office assets 0.01                           -            -            -                -                -                

Dividends received 0.92                           0.90          0.76          0.90               0.90               0.90               

Acquisitions -                             -            (28.06)       -                -                -                

Cost of acquisition -                             -            -            -                -                -                

Sea Dragon working capital 3.91                           -            -            -                -                -                

Cash used in investing activities (0.28)                          (11.90)       (49.11)       (43.83)           (20.04)           (9.39)             

Repayment of debentures (2.05)                          -            -            -                -                -                

Shares issued -                             10.00        48.47        -                -                -                

Repayment of bank facility (1.65)                          -            -            -                -                -                

Cash used in financing (3.70)                          10.00        48.47        -                -                -                

Charge in cash (9.20)                          (3.92)         20.98        (18.69)           27.90            49.38            

FX effects (0.57)                          -            0.14          -                -                -                

Cash at start 17.94                         8.17          4.73          28.90            10.21            38.11            

Cash at end 8.17                           4.25          28.90        10.21            38.11            87.49            
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